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Lesson Plan on Intellectual Property: Combating Piracy in China

Overview

Counterfeiting leads to an annual estimated revenue loss of $200 - $250 billion for U.S. companies and an annual loss of 100,000 jobs in the European Union. According to Interpol, trade in counterfeits worldwide grew eight times the speed of legitimate trade in the 1990s. In China, $16 billion of counterfeit goods are sold every year.
 In a globalized world where criminals are networked to take advantage of the global economy, efforts to combat piracy must be global as well. 

In this lesson plans students, will learn about the trade in counterfeit goods and how globalization is impacting the trade. Students will learn about the global supply chain of illicit and licit goods and how and where illicit trade is conducted. Additionally, students will participate in a mock U.S. Trade Representatives meeting to fight piracy in China. 

Instructional Goals

Students apply knowledge of international trade to understand the related issue of international piracy and intellectual property rights

Learning Outcomes 

· Students understand how people organize for the production, distribution, and consumption of goods and services.

· Student can analyze the role that supply and demand, prices, incentives, and profits play in determining what is produced and distributed in a competitive market system
· Students are able to illustrate how individual behaviors and decisions connect with global systems.
· Students can analyze and evaluate the effects of changing technologies on the global community

· Students can analyze the causes, consequences, and possible solutions to the problems associated with intellectual property rights and piracy of goods 
· Students can describe and evaluate the role of international and multinational organizations in protecting intellectual property
Materials Required

· Computer with Internet access
· Free Music, Free Software, Free Medicine: Debates on Intellectual Property: http://www.globalization101.org/news1/intellectual_property_debates 
· Maps: http://plasma.nationalgeographic.com/mapmachine/index.html
Time 
3 hours (not including research time)

Key Vocabulary

Intellectual Property: Intellectual property is an original idea/product/etc whose right to use or benefit from is protected by law

Supply Chain: A network of people/organizations/activities that help move a product from creation to distribution

Illicit Trade: Illegal trade

Trademark: legal protection for creators of words, pictures, and symbols

Patent: a set of exclusive rights granted by a state to a patentee (the inventor or assignee) for a fixed  period of time in exchange for the regulated, public disclosure of certain details of a device, method, process or composition of matter (substance) (known as an invention) which is new, inventive, and useful or industrially applicable.

Copyright: the exclusive right of a creator to reproduce, prepare derivative works, distribute, perform, display, sell, lend or rent their creations.
 It covers works of literature, art, music and software

Retail: the sale of goods or commodities in small quantities directly to consumers
Supply Chain: A network of people/organizations/activities that help move a product from creation to distribution

Trade-Related Aspects of Intellectual Property Rights (TRIPs): comprehensive multilateral agreement of the World Trade Organization dealing with intellectual property. It includes a set of provisions dealing with domestic procedures and remedies for the enforcement of intellectual property rights
Wholesale Distributor: a person, company, or organization that buys goods in large quantities to be resold by a retailer to the consumer 

Procedure

Opening
On the board write: 

· knockoff Gucci purse, 

· unauthorized generic pills,

· counterfeit car parts

· bootleg version of a movie or cd

· version of Microsoft word copied illegally.

Ask the students what these items have in common:

Potential Answers: all of them are illegal, traded across borders, items are relatively accessible in most countries worldwide, involve a supply chain (parts made in one country, assembled in another, sold in a third location) of individuals/organizations/networks; some can cause grave harm/others less dangerous; original products can be very expensive compared to the counterfeit; loss tax revenue for government and loss income for companies.

Conduct a class survey:

1) How many of you have ever bought a knock-off (purse, clothes, etc.) or downloaded music illegally? Did you use the Internet?

2) How many of you know where in your hometown/city you can buy pirated/counterfeit goods?

Discussion Questions:

1) Why did you buy these goods? 

2) Do you think that you committed a crime when doing so?

3) What does the term intellectual property mean? (Intellectual property is an original idea/product/etc whose right to use or benefit from is protected by law). Explain the different types:

a. Trademark: protects words, pictures, and symbols – ask student for example (i.e. Nike symbol)

b. Patent: protects invention – ask for example

c. Copyright: protects works of literature, art, music and software (i.e. Microsoft word)

Activity 1
Read Free Music, Free Software, Free Medicine: Debates on Intellectual Property http://www.globalization101.org/news1/intellectual_property_debates.   Assign the reading and questions for homework and/or use for class discussion. 
1) What is the Trade-Related Aspects of Intellectual Property Rights (TRIPs) agreement and why is it important?

2) What are national governments doing to protect piracy?

3) Which method do you think is more effective for fighting piracy: lobbying, technology, litigation?

4) Who should take the lead in fighting piracy: government, multinational companies, multilateral organizations, non profits, or individuals?

5) Is it ever justified to buy a pirated good?

Activity 2: Supply Chain Activity:  Path of illegal product 

On the board write the definition of “supply chain” – (Definition: A network of people/organizations/activities that help move a product from creation to distribution).

Ask the students to help you decide the steps on a supply chain for a legal Chanel Bag and a fake Chanel Bag.

Please note this is a fictional supply chain that uses real companies. When going through the supply chain – have the students find each place on the map (http://plasma.nationalgeographic.com/mapmachine/index.html).

Step 

Legal





Illegal
	Inception
	Idea for new bag developed in Chanel headquarters in Place Vendôme, Paris. The design is registered for a patent. 
	Design for bag stolen or copied by a “rogue craftsmen” (sells skills). A “supercopy” may be developed that almost exactly mimics the real product. 

	Assembly
	Bags are assembled in factories in Asia, Example: Eoffer International Trading Lo., Ltd, who are registered in Hong Kong and located in Sanyuanli Guangzhou Guangdong 510410 China.

Think about whom supplies the raw materials needed to make the bag (i.e. leather, zippers, lining, buttons, snaps, etc). 
	Sometimes the bags are produced at the same factories, for example with an extra nightshift. Others times the bags are produced in factories that only make fakes. 

Common countries for fake Chanel bags to be produced:  Vietnam, Thailand, and China. 

South Korea is the “supercopy” capital of the world with perhaps one million items a year that cost 1/10 of the real thing.

Think about who supplies the raw materials needed to make the bag.

	Distribution
	Bags sent to wholesale distributor
	Bags sent to wholesale distributor 

-fakes may be in same shipment as real bags or 

-fakes may be hidden in other illegal/legal cargo shipments

-fakes may be sold online directly from the factory without a wholesale distributor

	Sold to retailer
	Companies, such as Neiman Marcus, would buy their bags from a reputable distributor
	Companies might buy the bags and not know they are fakes or bags are put in warehouses where they await distribution through illegal avenues 

	Sold to customer
	Sold at licensed stores for $1500
	Sold on Ebay, street corners, non-licensed stores for $50-$75


Discussion Questions:

1. Who need to be paid bribed for the supply chain of illicit goods to work? 

Discuss role of bribes to government officials, port officials, and others. For items to be shipped from manufacturer to distributor, they need to be approved by customs, port authorities for points of origin and destination. Governments and quality control organizations check factories to make sure they are not being used to manufacture something illegally and may need to be paid off. 

2. Who supplies funds for each step? 

Bring up the issue of money laundering and its role in illicit trade. Loans are needed to get businesses started, for businesses to grow and to manage the profits. How can bankers check that clients are legitimate? 

3. How are products shipped from one country to another? 

Possible answers: Fed-Ex, UPS, and other shipping companies are used. Products are also smuggled by boats, cars, trains, and on the backs of individuals.   

4. What is the role of technology in facilitating the process? 

Possible answers: ability to track shipments remotely, design of products, verification of products.

5. Why is U.S. Department of Homeland Security interested in illicit trade? 

Possible Answer: Many terrorist organizations use illicit trade to fund their activities. For example the terrorists responsible for the March 2004 train station bombings in Madrid ran a home-based business in counterfeit CDs.
 

6. Who benefits or suffers from each step of the supply chain?






Activity 3

The U.S. Trade Representative’s (USTR) Office of Intellectual Property and Innovation decide to hold a meeting of the Strategy Targeting Organized Piracy (STOP) initiative on combating piracy in China. Members of the initiative include the U.S. federal government, private sector representatives, and trade partners. The goal of the meeting is to develop a 1-2 page document containing best practices for China to reduce trade in counterfeit and pirated goods, reduce online piracy, and prevent sale of counterfeit and pirated goods. 

Divide the class into 4 groups to prepare a report outlining their prior commitments to fighting piracy and suggestions for the future. The report should include suggestions to reduce trade of illegal goods, reduce online piracy, and prevent the sale of counterfeit goods. The four groups are: 

1) Motion Picture Association of America (http://www.mpaa.org/piracy)

2) PRMA: Pharmaceutical Research and Manufacturers of America (www.phrma.org)

3) Chinese Ministry of Commerce http://english.mofcom.gov.cn/


4) U.S. Department of Justice, Computer Crime and Intellectual Property Section (http://www.usdoj.gov/criminal/cybercrime/) 

At the mock meeting, the four groups should develop a joint document that expresses best practices for the two industries, as well as be acceptable to both the U.S. and Chinese officials. Please note that the national sovereignty is very important to the Chinese. 


Helpful Links: http://www.mac.doc.gov/China/Docs/BusinessGuides/IntellectualPropertyRights.htm


http://www.stopfakes.gov/


Closing Activity: What can you do?
On the board write: If people stopped buying fake products, would people stop selling them because there would be no profit. 

Discuss this concept with the students and what they think should be done to stop piracy in their own community. 

Assessments

Use the following Socratic seminar to grade the classroom debates

Socratic Seminar Rubric

NAME:_________________________________  
SEMINAR: Intellectual Property.


	
	5
	4
	3
	2

	Conduct
	*Patient with differing opinions.

*Asks for clarification.

*Brings others into the dialogue.

*Very focused on the dialogue.
	*Respectful.

*Comments, but does not attempt to involve others.

*Generally focused.


	*Participates but shows impatience.

*Some focus.

*Engages in “sidebar” conversations.


	*Disrespectful.

*Argumentative
*Does not participate.



	Speaking
	*Speaks to all participants.

*Articulate.

*Takes a leadership role without monopolizing the discussion.
	*Speaks to most participants.

*Attempts to move on to new ideas.

*Tends to “ramble on” after making a point.
	*Speaks too softly.

*Needs prompting to get involved.

*Has no sustainable point; uses “sound bites.”

*Monopolizes the discussion.
	*Reluctant to speak.

*Comments do not support point.



	Reasoning
	*Cites relevant text.

*Relates topic to outside knowledge and other topics.

*Makes connections between own thoughts and others’.

*Willing to take an alternate viewpoint.

*Asks questions to further dialogue.
	*Makes limited connections to others’ ideas.

*Some intriguing points that merit reaction.

*Some references to text.


	*Accurate on minor points, but misses the main point.

*No textual support; “talking of the top of your head.”

*Refuses to acknowledge alternate viewpoints.
	*Illogical comments.

*Ignores the movement of the seminar.



	Listening
	*Writes down comments, questions, ideas.

*Builds on other’s ideas & gives others credit.
	*Generally attentive and focused.

*Responds thoughtfully.

*Takes some notes.
	*Appears disconnected.

*Takes limited notes.


	*Inattentive.

*Comments show lack of understanding.

*Takes no notes.

	Reading/

Preparation
	*Familiar with text.

*Understands major concepts.

*Was well prepared in debates

	*Fairly familiar with text.

*Asks for references.

*Was mostly prepared in small discussion groups
	*Confused with key concepts of text.

*Occasionally prepared in small discussion groups.
	*Unfamiliar with text.

*Very much unprepared in small discussion groups.


� Moises Naim. Illicit Trade. Doubleday 2005.


� Wickipedia http://en.wikipedia.org/wiki/Patent


� � HYPERLINK "http://www.stfrancis.edu/cid/copyrightbay/bg002.htm" ��www.stfrancis.edu/cid/copyrightbay/bg002.htm�	


� Moises Naim. Illicit Trade. Doubleday 2005.


� Moises Naim. Illicit Trade. Doubleday 2005
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