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Overview of the FTC Strategic Plan

Statement of Vision: A U.S. economy characterized by consumer access to accurate
information and vigorous competition among producers, yielding high-quality
products at low prices and encouraging efficiency, innovation, and consumer choice.

Statement of Mission: To prevent business practices that are anticompetitive, deceptive,

or unfair to consumers; to enhance

informed consumer choice and public

understanding of the competitive process; and to accomplish these goals without
unduly burdening legitimate business activity.

FTC Goals and Objectives

Goal 1: Protect Consumers
Prevent fraud, deception, and unfair
business practices in the marketplace.

Goal 2: Maintain Competition

Prevent anticompetitive mergers and other
anticompetitive business practices in the
marketplace.

The agency will achieve these goals by accomplishing the following objectives:

Objective 1:
Identify fraud, deception, and unfair

practices that cause the greatest consumer
injury.

Objective 2:
Stop fraud, deception, and unfair practices

through law enforcement.

Objective 3:
Prevent consumer injury through
education.

Objective 1:
Identify anticompetitive mergers and

practices that cause the greatest consumer
injury.

Objective 2:
Stop anticompetitive mergers and practices

through law enforcement.

Objective 3:
Prevent consumer injury through

education.



The FTC: Past, Present, and Future

The Federal Trade Commission (FTC) is an independent law enforcement agency with
both consumer protection and competition jurisdiction over broad sectors of the economy.
We enforce laws that prohibit business practices that are anticompetitive, deceptive, or unfair
to consumers. We also promote informed consumer choice and public understanding of the
competitive process. The work of the FTC is critical in protecting and strengthening free and
open markets in the United States and, increasingly, the world.

The FTC is headed by five Commissioners, who are nominated by the President,
confirmed by the Senate, and serve staggered seven-year terms. No more than three
Commissioners may be from any one political party. In 2003, the Commission includes
Chairman Timothy J. Muris — designated by President George W. Bush —and Commissioners
Mozelle W. Thompson, Orson Swindle, Thomas B. Leary, and Pamela Jones Harbour.

Past: Why the FTC Was Created

Congress created the FTC to ensure that free markets work. Although the FTC originally
was proposed as an administrative agency to study, report, and make recommendations to
policymakers on competition and other economic issues, over the years Congress has
broadened the FTC’s mandate. The FTC Act gives the Commission power to act against
unfair methods of competition and unfair or deceptive acts or practices. (See section on
“Laws Enforced by the FTC” for a description of the agency’s statutory mission, page 39.)

To understand the FTC’s broad legislative mandate, it is useful to recall that, at the turn
from the 19th to the 20th century, big business trusts — large combinations of companies,
such as the railroad trust, the oil trust, and the steel trust — dominated the economic
landscape. Although Congress enacted the first federal antitrust law, the Sherman Act, in
1890, the Supreme Court’s interpretations of that statute, along with a tremendous merger
wave in the early 20th century, left some concerned that trusts still could charge monopoly
prices and cause other types of economic harm. Congress created the FTC as a bipartisan
tribunal that could develop a body of administrative law enabling businesses to better
understand the line between vigorous competition and unlawful restraint of trade.

The legislative history of the FTC Act reveals that Congress had both consumer protection
and competition in mind when it created the FTC in 1914. In that year, Congress also
passed the Clayton Act, through which the FTC plays a central role in prohibiting anti-
competitive stock acquisitions.’

Congressional representatives viewed competition, not monopolies, as “the best
environment for the advancement and the welfare of mankind in the individual initiative, the
individual independence, and the individual responsibility.”?

! See, e.g., 51 Cong. Record 13164 (1914) (remarks of Sen. Lippitti).

?> 51 Cong. Record 9167 (1914) (remarks of Rep. Nelson).
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Present: The Role of the FTC in Consumer Protection and Maintaining
Competition

At the startof the 21st century, global markets, high-technology innovation, and markets
in transition to new ways of competing dominate the economic landscape. The FTC
continues to adapt its strategies and workforce in response to these marketplace forces.

Consumer protection and antitrust law enforcement have played an important role in
maintaining the competitiveness of U.S. markets. The FTC ensures that free markets work
— that competition among producers and accurate information in the hands of consumers
create the incentives to generate the best products at the lowest prices, spur efficiency and
innovation, strengthen the economy, and produce benefits for consumers, workers, and
investors alike.

For competition to thrive, consumers must receive accurate information about products
and services. Through our Consumer Protection goal, the FTC protects consumers from
fraud, deception, and unfair practices in the marketplace. We work to foster the exchange
of accurate, non-deceptive information, allowing consumers to make informed choices in their
purchasing decisions and to participate with confidence in the traditional and electronic
marketplaces. The FTC addresses current issues of importance to consumers, including
identity theft, consumer privacy, telemarketing fraud, Internet fraud, healthcare, and con-
sumer credit.

At the same time, for consumers to have a choice of products and services at competitive
prices and quality, the marketplace must be free from unreasonable restrictions on
competition. Through our Maintaining Competition goal, we enforce the laws that prohibit
anticompetitive mergers and business practices. We promote free and open competitive
markets which bring consumers lower prices, innovation, and choice among products and
services. Our focus is on market segments that matter most to consumers, including
energy, health care, prescription drugs, grocery retailing, and high tech. We work to remove
restrictions on competition so that markets can function at their best.

Five principles guide the development of the FTC’s strategies for consumer protection and
competition activities:

e Stop conduct that most threatens consumer welfare, such as anticompetitive horizontal
agreements and fraudulent and deceptive practices;

e Employ a systematic approach for identifying and addressing serious misconduct, with
special attention to harmful behavior in key economic sectors;

e Apply all elements of the agency’s distinctive portfolio of policy instruments to address
consumer protection and competition issues — e.g., investigations, litigation, rule
promulgation, research, studies, workshops, advocacy, and education;

e Improve the institutions and processes by which consumer protection and competition
policies are formulated and applied; and

« Promote competition and the unfettered exchange of accurate, non-deceptive information
through strong law enforcement and focused advocacy.

The two complementary parts of our mission make the FTC the only federal consumer
protection agency with jurisdiction over a wide spectrum of consumer issues. In addition to
enforcement authority, the FTC has unique jurisdiction to gather, analyze, and make public



certain information concerning the nature of competition as it affects U.S. commerce. We
also contribute to the policy deliberations of the Congress, the Executive Branch, other inde-
pendent agencies, and state and local governments.

The FTC’s legislative mandate to serve as a locus of professional expertise on competition
and consumer protection issues makes the FTC highly distinctive among antitrust and
consumer protection agencies worldwide. To position ourselves to make intelligent
contributions to consumer protection and competition policy through litigation or non-
litigation instruments, we must make substantial investments in what might be called “policy
research and development.” Our capacity to enforce the antitrust and consumer protection
laws, and our credibility as a voice for sound public policy, require a continuing commitment
to conduct research that increases our understanding of how markets and firms operate, the
conditions under which business conductis likely to harm consumers, and the effects of the
agency’s previous enforcement efforts.

Future: Key External Factors in the FTC’s Environment

The FTC’s dynamic enforcement and education approach positions the agency to respond
effectively and efficiently to the rapid changes occurring in many sectors of the economy.
We continually review law enforcement policies, target law enforcement actions and
education campaigns to prevent the most egregious consumer harm, modify or eliminate
orders and regulations that place unwarranted burdens on business, and work to ensure
thatlaw enforcement and education activities are effective. Policy research and development
activities that refine our theoretical framework or our empirical understanding of industry
practices contribute substantially to an effective response to changing marketplace
conditions.

The explosive growth of electronic commerce has greatly affected the FTC’s mission.
According to the U.S. Census Bureau, total e-commerce sales for 2002 were $46.6 billion —
an increase of nearly 27 % over 2001.° This rapid expansion of e-commerce affects both of
the FTC’s overall goals, as the FTC aims to protect consumers from fraud and the abuse of
their privacy in the electronic marketplace, and to secure the competitive promise of this new
way of doing business.

A number of other marketplace forces are at work as well. Companies are restructuring
and merging, seeking new ways to market both new and old products to a growing consumer
market. During the 1990s, the number of mergers reported to the FTC tripled, and the dollar
value of commerce affected by those mergers increased eleven-fold. While merger activity has
eased considerably since 2000, those trends suggest a renewed upward trajectory in merger
activity — particularly the size and complexity of individual merger transactions. The
continuing transition to a knowledge-based economy from a primarily manufacturing-based
economy highlights important questions about the relationship between the antitrust and
intellectual property laws. Continuing technological developments and regulatory reform in
certain industries are resulting in competition supplanting regulation as the primary means
of protecting consumers’interests in some markets. Separately, the restructuring offinancial
markets is raising concerns about the privacy of personal financial information.

® U.S. Census Bureau, Retail 4Q E-Commerce Report 2002 (Feb. 24, 2003).
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In addition, the increasing globalization of commerce and communications also affects the
FTC’s mission. More merger investigations involve companies with international ties, and
more consumer fraud is being perpetrated across international borders, requiring cooperation
with foreign authorities to resolve concerns. When appropriate, the FTC also helps foreign
authorities with technical assistance.

Changing technology, globalization, and increased complexity mean that many FTC
decisions occur under conditions of significant uncertainty. Research, workshops, and
hearings that refine our theoretical framework or our empirical understanding of industry
practices can increase the odds that our decisions promote consumer welfare. Spam
(unsolicited commercial e-mail), privacy, health care quality, petroleum pricing, e-commerce,
deceptive lending, and intellectual property are just a few of the topics on which the FTC
seeks to develop a significant knowledge base to guide future decisions.

Consumer Protection

Ongoing globalization and new information technologies create potentially enormous
benefits for consumers, but continue to raise new consumer protection concerns. Examples
include opportunities for online fraud, identity theft, loss of privacy, and cross-border frauds,
such asinternational telephone and foreign lottery scams. Our experience demonstrates that
fraudulent operators often are among the first to take advantage of new technologies. The
Internet already has become an especially fertile ground for scam artists who can reach
vulnerable consumers easily and cheaply online and immediately access both a national and
an international marketplace. The use of fraudulent spam highlights this problem.
Similarly, telemarketing fraud and Internet fraud are increasingly cross-border phenomena.

To combat fraud, we monitor all marketplaces — traditional and electronic — and focus on
the areas identified through our Consumer Information System (CIS) database to be most
harmful to consumers. Attacking telemarketing and business opportunity fraud continues
to be a priority, as does protecting consumers from more traditional scams that have found
new life on the Internet, including pyramid schemes and health-related fraud (such as bogus
anthrax remedy and protection cases). We also have a review program (Project Scofflaw)
through which we monitor compliance with our outstanding court orders and take
appropriate action to ensure compliance.

The law enforcement challenges in this global marketplace are considerable. We have
little evidence that traditional scams will go away. More than likely, high-tech scams will
grow and be more difficult to detect and pursue as they cross national borders.

Thus, it is not surprising that our future efforts will include significant activity to combat
spam and cross-border fraud. In the spam arena, we work to protect consumers from
fraudulent spam and reduce the impact of deceptive spam by bringing law enforcement
actions to stop deceptive or unfair spam practices, conducting research on this topic to assist
consumers, businesses, and public policy efforts, and teaching consumers and businesses
how to avoid and deal with unwanted spam. Our continuing international efforts include
conducting workshops and cultivating public/private partnerships to fight cross-border
fraud, reporting to Congress on legislative changes that would strengthen our ability to fight
cross-border fraud, and pursuing bilateral and multilateral cooperation arrangements with
international agencies.



To reflect growing consumer concerns, the FTC has made the general and financial
privacy of consumers a top priority. Over the next several years, we will continue to take
enforcement action to stop deceptive lending practices, improper usage of pre-acquired
accountinformation, and violations of the Children’s On-Line Privacy Protection Act (COPPA),
and toimplement the Telemarketing Sales Rule, as amended in December 2002, establishing
a National Do Not Call Registry, pending the outcome of court challenges to the amended
Telemarketing Sales Rule.

We also will take action to target fraud more effectively through analysis of the consumer
complaint data we gather. Our databases - Consumer Sentinel, Identity Theft Data
Clearinghouse, Consumer Information System, and spam database — enable us and our law
enforcement partners to detect fraudulent trends and problems as they occur. Our
prospective challenges include maintaining a rich array of data, ensuring that our systems
are fully utilized by us and our law enforcement partners, and ensuring that the information
we collect is reliable. We also continually strive to identify new methods of mining the data
and sharing the results in innovative ways to assist our law enforcement partners. These
efforts bear fruit in the cases brought by the FTC and other law enforcement agencies who
have access to this data. In addition to targeting the most serious problems for law
enforcement action, we also encourage non-regulatory solutions that are effective but do not
impede legitimate business activity.

Maintaining Competition

The ongoing globalization of the economy and new information technologies have a
significantimpact on Maintaining Competition activities. The continuing growth of commerce
beyond national boundaries has resulted in myriad antitrust enforcement regimes in various
jurisdictions, and variations in these regimes can interfere with the common goal of
promoting a competitive economy. In addition, the increasingly technology-driven and
knowledge-based economy has both policy and practical implications.

Maintaining Competition activities no longer stop at our shorelines. Antitrust
enforcement that involves activity in many different jurisdictions, with varying sets of
competition statutes, can be costly and inefficient. For example, the number of jurisdictions
with merger enforcement regimes has grown from just a handful in 1990 to over 65 today.
The resulting costs include the cost of complying with different regulatory mechanisms as
well as the risk of differing outcomes. Consumers ultimately bear the costs and burdens of
multiple antitrust enforcement regimes. Consequently, the FTC and the Department of
Justice are involved in several formal and informal efforts to increase and improve bilateral
and multilateral cooperation in antitrust enforcement.

The continuing development of high-tech industries and the significance of intellectual
property rights influence the FTC’s merger and nonmerger activities. While the fundamental
principles of antitrust do not differ when applied to high-tech industries, or other industries
in which patents or other intellectual property are highly significant, the issues are often
more complex, take more time to resolve, and require different kinds of expertise. The FTC
now requires expertise in patent law, as well as antitrust law, and sometimes must hire
technical consultants in areas such as electrical engineering or pharmacology. In addition,
the increased significance of intellectual property concerns in merger and nonmerger cases
raises issues about the appropriate interaction of antitrust and intellectual property laws.



Recent economic conditions affecting merger activity and changes in Hart-Scott-Rodino
Premerger Notification Act (HSR) filing thresholds have permitted the agency to pursue a
broader agenda of initiatives to aid consumers in the nonmerger area. In 2000, the
aftermath of the merger wave peak, essential resources began to be shifted to the nonmerger
program. The agency invested significantly in nonmerger enforcement in 2001 and 2002,

and, for the most part, the enforcement actions resulting from those matters will be
completed in 2003 or later.



The Agency’s Goals, Objectives, Strategies,
and Performance Measures

Goals, Objectives, and Strategies:
Development, Resources, Implementation, and Evaluation

Development

The goals, objectives, and strategies identified in this plan reflect the FTC’s cumulative
experience in identifying efficient ways to implement our consumer protection and
competition goals, while also eliminating or minimizing burdens on legitimate business
activities. The original strategic plan, written in 1997, represented the cooperative work of
the entire Commission, including Commissioners, senior managers, agency staff, and
external stakeholders such as private business, consumer, and professional organizations.

The current plan was developed, as were the original and 2000-2005 plans, with
substantive input by each key organization. It was reviewed by the Commaission and stake-
holders, including specified Congressional committees (see “Congressional Consultation List,”
page 40).

This strategic plan builds on the original 1997-2002 and the 2000-2005 plans. We
consider the original agency vision, mission, and goals to be as critical and relevant as they
were in 1997. However, as in 2000, we have made some modifications to the plan’s
performance measures and strategies. These modifications reflect lessons learned from
working with prior plans, as well as changes in external factors that may affect the way the
agency needs to work to meet our goals. The modifications are discussed under “Performance
Measures: Progress, Changes from the 2000-2005 Plan, and Challenges,” page 11.

A major part of our strategic planning is to continually reevaluate our Objectives,
Performance Measures, and Performance Targets to ensure that we are measuring the most
appropriate indicators of performance and that we are correctly capturing supporting data.
Also, as part of our strategic planning, our Inspector General (IG) reviews our performance
measures and the methodology used for performance data. Prior IG concerns about
methodology have been addressed, and we have reexamined our measures and made
changes to our plan.

Resources

The strategic plan relies on two basic assumptions. The first is thatthe FTC will maintain
our current operational efficiencies. The second is that the strategic plan may assist the
agency in identifying possible areas for additional efficiencies. Although the plan anticipates
that agency budgetlevels will be adjusted upward each year atleast to the extent of inflation,
the operational processes, skills and technologies, human capital information, and other
resources to be used under this plan are similar those identified in the FTC’s fiscal year (FY)
2004 Congressional budget submission.

To ensure that the goals in this draft strategic plan are realistic in light of the expected
resources, the FTC plans to continue to use two strategies that have significantly increased
its productivity over the last several years: (1) directing agency enforcement efforts to those



areas most likely to cause consumer harm, and (2) making creative use of new technologies
to identify emerging problems, extend the reach of consumer and business education, and
deter newly created means of stifling healthy competition.

The FTC also plans to continue the work it has undertaken to leverage our resources by
extensively cooperating with state law enforcement offices, other federal agencies, consumer
and business groups, and international partners. The stakeholders include the many
governmental and private organizations with which the agency works. The stakeholders help
us ensure that our efforts are aimed at the areas of most importance to consumers and are
undertaken in cost-effective ways that eliminate or minimize burdens on legitimate business
activity. The FTC will continue to increase its work with international partners, such as the
European Commission, the International Competition Network (ICN), and the International
Consumer Protection Enforcement Network (ICPEN) (formerly the International Marketing
Supervision Network), to help maintain competition and protect consumers in the expanding
global marketplace.

Human Resources

The FTC is currently addressing the management of our human resources to ensure we
have the staff needed to fulfill our missions. While the FTC historically has had an
enthusiastic and highly capable professional staff, we currently face significant competitive
pressures from the private sector, particularly for professionals with experience in mergers
and Internet-related issues. For example, the high salaries paid by the private sector for
attorneys, economists, and information technology specialists cannot be matched by the
compensation scales available tomost Government agencies. We are leveraging our available
resources to recruit and retain highly qualified individuals by offering hiring and relocation
bonuses, moving expenses, cash and time-off awards, telework and other family-friendly
work environment opportunities, training and career development, assignments to high-
profile cases, and other non-monetary benefits.

To continue to attract and retain talented professionals, the FTC has formed a human
resource task force consisting of professional staff from across the agency. The task force’s
overall purposeis to maintain and enhance the agency’s high-quality workforce by evaluating
the impact on FTC staff of a variety of human resource issues. As solutions are identified
and approved, they will be integrated into the FTC’s human resource management,
budgeting, and strategic planning processes. For example, we recently completed a study
of our performance management system. The study involved four steps: collecting
information from inside and outside the FTC, identifying issues and possible solutions,
obtaininginput from FTC managers and employees on the identified solutions, and preparing
a report with findings and recommendations. The FTC issued the final report in August
2002, with the recommendation that the current system be retained with minor
improvements. The study also served to focus managers on good performance management.

The FTC also is engaged in a systematic program to improve training at all levels -
professional, managerial, technical, and clerical. Training is a key component to working
smarter and improving productivity. It is also critical in managing FTC attrition, especially
in the ranks of lawyers and economists, where career training and professional development
are valued highly. As part of our initiative to reinforce our management training and
development, we implemented three training programs focused on leadership issues and best
practices, including employee relations, performance management, and labor relations.



E-Government Resources

The FTC has been a leader in the use of technology and the Internet to share knowledge
of its mission with citizens and businesses alike without having to enlarge its workforce
significantly. Startingin the mid 1990s, the FTC began buildinginterlinked public consumer
protection Web sites, many in connection with other domestic or foreign law enforcement
agencies, to educate consumers and to collect and analyze data on a broad range of
consumer protection issues, including high-tech fraud and identity theft. Descriptions of
these efforts can be found throughout this document, providing evidence of the broad
expanse of our e-government activities and their integration into FTC’s goals, objectives, and
strategies. The FTC will continue to use the Internet and electronic systems to reach the
public and more effectively accomplish our consumer protection and competition missions.

The growing use of sophisticated electronic systems and software in law enforcement
requires us to keep our technology current, not only to be competitive in the courtroom, but
also to reduce the paperwork burden on the public. The FTC has developed the ability to
interface with computerized document production systems that allow law firms to provide
documents and information to the agency more efficiently. We also are developing a process
that will permit electronic filing of required information related to proposed mergers and
acquisitions under the Hart-Scott-Rodino Premerger Notification Act. This system will be
deployed in 2003 and shared with the Department of Justice. Electronic options will allow
businesses to select the submission method that is most effective and efficient for them and
will reduce our administrative cost of reviewing and analyzing the filings.

Implementation

As the FTC continues to update our strategic plan and implement our annual
performance plans, staff are made aware of the goals, objectives, strategies, and performance
measures contained in the strategic plan and the expectations regarding staff’s role in
implementing the strategic plan. The FTC’s annual performance plans identify one-year
performance measures that are used to assess the agency’s progress toward its five-year
strategic goals. Public performance information and reports, such as the FTC’s Annual
Performance Report, are available at our Web site, ftc.gov, and nonpublic information is
available to our staff via our Intranet.

Evaluation

The FTC will continue to review our programs on an annual basis. The program
assessments use information available from one-year performance measures, as well as a
variety of other factors, including whether programs address emerging consumer concerns
resulting from changes in the marketplace. These evaluations are used to revise current
performance measures or develop new measures. Specific evaluations are listed in the
“Implementation” section, under each objective.
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Performance Measures:
Progress, Changes from the 2000-2005 Plan, and Challenges

Progress

The FTC continues to work on developing outcome-based, results-oriented performance
measures that reflect our strategic goals. Our annual performance plans contain per-
formance measures and targets that lead us to our five-year goals. The annual performance
plans reflect the impact of the appropriations process and any new legislation. If significant
impacts occur, we will continue to update our strategic plan.

The Government Performance and Results Act has provided a useful opportunity to find
better ways to demonstrate, evaluate, and improve our performance and the results we
achieve. For example, in the course of working to develop the original strategic plan, the FTC
determined that a new, more comprehensive consumer complaint database would facilitate
the FTC’s efforts in identifying appropriate areas for law enforcement and education. Since
then, the CIS complaint database and Consumer Sentinel have become critical tools.

CIS, which now contains approximately 1.2 million complaints, is accessed through
Consumer Sentinel by more than 835 law enforcement agencies in the United States, Canada,
and Australia through a secure Web site to determine whether a particular fraudulent
scheme is local, national, or cross-border in nature, and to help spot larger trends for law
enforcement action. Law enforcers alsoaccess the Identity Theft Clearinghouse via Consumer
Sentinel. We continue to increase our capacity to analyze data quickly through database
enhancements that improve our ability to respond to frauds and identity theft earlier, and
thus prevent and mitigate consumer injury. For example, several features have been added
to Consumer Sentinel to assist law enforcement personnel. An “alert” function allows
Consumer Sentinel users to place a tag in the database on companies and individuals that
are under investigation to inform other law enforcers using the database. The “alert” function
thus has enhanced coordination of law enforcement efforts. New reports, including top
violator reports and Internet-related complaint trend data, are posted on Consumer Sentinel.
Consumer Sentinel also added information to assist law enforcers with coordinating cross-
border investigations. Examples include a list of contacts in the countries participating in
Consumer Sentinel and tips on how to determine the business, domain, and postal box
registration in 19 countries. Consumer Sentinel soon will offer additional tools to assist
coordination of investigations.

In 2001, the FTC and 12 other ICPEN countries and the Organization for Economic
Cooperation and Development (OECD) launched econsumer.gov, a public Web site where
consumers can file cross-border e-commerce complaints with agencies around the world,
access education materials, and contact consumer protection agencies. In 2002, the FTC
and the Department of Defense launched Military Sentinel — the first online consumer
complaint database specifically tailored to the unique needs of the military community.
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Changes from the 2000-2005 Plan
Consumer Protection

Several consumer protection performance measures have been changed in this strategic
plan. The measures still include the annual number of consumer complaints and inquiries
added to CIS, dollar savings for consumers from FTC actions that stop fraud, and the number
of educational messages disseminated. Beginning in 2003 under Objective 1, the FTC also
will measure the annual number of consumer complaints and inquiries relating to identity
theft that are entered into the database. This measure was added as a result of a training
program initiated in March 2002 with the U.S. Secret Service and the Department of Justice
(DOJ) to provide local and state law enforcement officers with practical tools to enhance our
combined efforts to combat identity theft. Through September 2003, the FTC and our
partners held nine such seminars and trained more than 1,000 persons from more than 165
agencies. Through this new measure, and a new performance measure under Objective 2
that will track the number of accesses by law enforcement personnel, we hope to be able to
evaluate the usage of the identity theft system post-training and tailor future training to
better meet law enforcement needs.

In 2002, FTC staff attorneys and economists began work with an outside contractor to
design two surveys of several thousand consumers: one addressing fraud that they have
experienced; the second addressing identity theft. Through these surveys, the FTC seeks to
learn whether complaints in the database are representative of most consumers’ actual ex-
periences. The FTC also expects that the survey results will help determine whether certain
classes of consumers are not represented in the database, so that it can target those
populations with information on the fraudulent scams they may encounter and on how to
submit complaints to the FTC through either our toll-free numbers or Consumer Sentinel.
After reviewing the survey results, the FTC will analyze its enforcement efforts to ensure that
it is addressing through legal action the most costly and prevalent forms of fraud. The
identity theft survey will allow us to assess the nature and prevalence of identity theft more
completely and to judge the effectiveness of FTC efforts to assist and educate consumers,
identity theft victims, law enforcement officials, and industry representatives. Indeed,
preliminary identity theft survey results obtained in September 2003, showed that 27.3
million Americans have been victims of identity theft in the last five years, including 9.9
million in the last year alone. Last year’s identity theft losses to businesses and financial
institutions totaled nearly $48 billion and consumer victims reported $5 billion in out-of-
pocket expenses. Based on the information received through these surveys, we also intend
to review and, if appropriate, revise our performance measures.

Under Objective 2, we established two new measures to report the number of data
searches by FTC and other law enforcement personnel of the FTC’s Consumer Sentinel and
the identity theft complaints. As explained above, this information will be used to evaluate
the usefulness of the data to our agency and our law enforcement partners. In particular,
the measures of data searches by other law enforcement personnel will allow the FTC to
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monitor the success of our training programs and determine how such training should be
modified to better meet the needs of our partner agencies.*

After careful consideration, we eliminated the performance measure reporting the total
expenditures of deceptive or unfair advertising campaigns stopped because it has not proven
to be useful in measuring performance. Since we first created this measure, the FTC has
increased its focus on deceptive Internet advertising, which is very broadly disseminated, but
is considerably less expensive to business than traditional advertising campaigns. Therefore,
calculating the total dollar volume of deceptive advertising stopped is no longer a useful
measure.

Under Objective 3, our measure of the number of publications distributed by the FTC
indicates our impact in educating consumers, but does not fully capture the millions of FTC
publications that are distributed to consumers by others. For example, we provide CDs of
our publications that are printed and distributed by other organizations. While the number
of print publications we distribute remains relatively static, the number of publications
accessed through the Internet has soared as more consumers and businesses go online. In
1996, we distributed 140,000 publications online. As a result of increased online use and
FTC public awareness and educational campaigns, in 2002 we distributed more than 12
million publications through our Web site alone. These numbers illustrate the Internet’s
coming-of-age as a mainstream medium to the FTC and highlight its usefulness in large-scale
educational campaigns. Consequently, we willincrease our use of the FTC’s Web site, ftc.gov,
and the multi-agency Web site, consumer.gov, to reach consumers, businesses, law
enforcement officials, and the media more efficiently and effectively.

We established two new performance measures to report the annual number of education
publications relating to identity theft distributed to or accessed electronically by consumers,
and the annual number of Spanish-language publications distributed to or accessed
electronically by consumers. These measures will highlight our outreach in the identity theft
arena and our efforts to reach the nation’s growing Hispanic population. The FTC will con-
tinue to work to identify and educate underserved consumer groups to help protect them
from becoming victims of fraud.

Maintaining Competition

Under Objective 1 of our Maintaining Competition goal, we identify mergers and business
practices, whether horizontal or vertical, that are anticompetitive. Here, we seek to focus our
investigative resources on those activities most likely to harm consumers significantly. The
goal is to avoid overlooking antitrust problems by focusing too narrowly, but also to avoid
spending resources unproductively by investing in too many investigations that do not yield
evidence of a problem. The two performance measures in use through 2003 under this
objective — the percentage of HSR second requests resulting in enforcement action and the
number of nonmerger investigations opened - provide useful information about the FTC’s
performance in identifying anticompetitive mergers and practices. The latter measure tells
only a partial story, however, because the number of nonmerger investigations reveals

* The FTC has learned from experience that hands-on information and training provided to its
customer law enforcement agencies greatly enhances their abilities to mine the information in the
complaint databases, and ultimately prosecute identity theft crimes more successfully. Thus, the
agency instituted identity theft training for local, state, and federal criminal enforcement groups.
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nothing about the results of those investigations. In addition, the former measure would be
more informative if coupled with information about the number of HSR second request
investigations.

We made two changes to address these issues. First, in lieu of the measure of the
number of new nonmerger investigations, we will compute a ratio similar to that used to
measure our success in identifying anticompetitive mergers. Specifically, we will compute
the percentage of significant nonmerger investigations (i.e., those in which the Commission
has authorized the use of its compulsory process authority) that ultimately result in
enforcement action. Based on an assessment of agency experience and our best judgment,
a percentage below 60% may suggest thatthe FTC is targeting enforcement resources ineffec-
tively by investigating too many competitively benign practices (and unduly burdening
businesses as a result). A percentage higher than 80% may suggest that we are focusing too
narrowly and thus potentially allowing problematic business practices to go forward without
sufficient review.®

Second, we will report, along with the ratios that constitute the formal performance
measures, the underlying statistics — the number of HSR second requests, the number of
significant nonmerger investigations, and the number of merger and nonmerger enforcement
actions. When the percentage of HSR second requests or significant nonmerger
investigations resulting in enforcement action is within the target range, we believe our
resources will be effectively balanced between accomplishing a careful review of all potentially
anticompetitive merger transactions and minimizing private sector burdens imposed by a
second request. The additional information, which will show whether the level of activity is
comparable to other years, will help to rule out alternative explanations, such as the fact that
we issued a small number of HSR second requests in a particular year.

Under Objective 2, we seek to stop anticompetitive mergers and practices through law
enforcement activities. We have retained one measure under this objective but have replaced
the remaining two. Economic theory and evidence demonstrate that competition results in
lower prices, better quality, and more innovation in markets.® Thus, we produce beneficial
outcomes when we preserve competition by obtaining positive results. We seek to obtain a
positive resultin atleast 80% of the matters in which we determine that a merger or a course
of conduct is anticompetitive. This is not to say thatthe FTC, or any law enforcement agency,
should win every case. Some cases involve very close questions, on which reasonable minds
can and do differ. Other cases may be very difficult from a litigation standpoint, but still
worth pursuing. Furthermore, many ofthe FTC’s antitrust challenges are defended by highly
competent and well-financed counsel.

® The FTC also investigates mergers that are not subject to HSR reporting requirements. There is
no benchmark directly comparable to the issuance of a second request in those matters, and the
overall number of non-HSR merger investigations is too small to permit a meaningful statistical
measure. Nevertheless, the FTC still requires significant resources to discover these nonreportable
mergers.

5 The Sherman Act (as well as the other antitrust laws), according to the U.S. Supreme Court, rest
on the premise that “the unrestrained interaction of competitive forces will yield the best allocation of
our economic resources, the lowest prices, the highest quality, and greatest material progress, while at
the same time providing an environment conducive to the preservation of our democratic political and
social institutions.” Northern Pac. Ry. Co. v. United States, 356 U.S. 1, 4 (1958).
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Merger enforcement saves consumers money by preventing price increases that likely
would have occurred due to the loss of competition if the merger had gone forward
unchallenged. Previously, we attempted to quantify the dollar savings to consumers resulting
from specific merger enforcement actions. While the FTC’s actions bring a significant benefit
to consumers and competition alike, the precise calculation of the savings of a specific action
can be subject to many variables. To minimize this effect, we will now gauge the scope of
our merger enforcement contributions by measuringthe amount of commerce involved in the
markets in which the agency takes enforcement action.

Nonmerger enforcement similarly benefits consumers by stopping anticom petitive activity
that raises prices or otherwise restricts competition. Because of the difficulty in reliably
quantifying the consumer savings from nonmerger enforcement, we instead will report the
amount of commerce affected by our nonmerger enforcement efforts. Besides directly
protecting competition in particular markets, by halting specific conduct by specific parties,
nonmerger enforcement actions also can benefit competition indirectly by communicating to
similarly situated parties that they can expect to face FTC enforcement action if they engage
in the same conduct. This deterrence effect is a very important outcome of FTC law
enforcement. In some cases, for example, an illegal practice may already have ceased before
final approval of an FTC order, but the entry of the order is nevertheless important, to
prevent a recurrence of the illegal conduct and to signal to others that the conduct will not
be tolerated.

While the deterrence effect of FTC law enforcement should be recognized, it is very
difficult to measure. Many variables affect the deterrence effect of a given case. These
variables may be divided into two groups: those relating to the scope of the deterrence effect
in a given case (i.e., the size of the market(s) in which competition is improved because an
FTC order deters anticompetitive conduct), and those relating to the significance of the
deterrence effect in a given case (i.e., degree to which a case will deter illegal conduct in the
market(s) affected). The scope variables include the geographic reach of the order’s impact,’
how widely across the marketplace the effect is felt,® and the kinds of conduct that the order
would likely deter.? The significance variables include probability of detection of the illegal
conduct, the market participants’ level of aversion to risk, the collateral costs of FTC
enforcement,'® and the novelty of the challenged practice.'!

7 Many cases affect commerce nationwide, while others affect a narrower geographic area.

8 Some FTC actions have a broad deterrent effect across many industries, while the impact of
others likely is limited to a single industry or industry segment.

° For example, a case resulting in an order barring competitors’ agreements to refrain from
advertising prices may not necessarily deter agreements with competitors to limit non-price

advertising.

% For example, the announcement of an FTC enforcement action may spawn private damages
suits.

' The deterrent effect is likely to be larger when the legality of the practice was ambiguous before
the FTC challenge.
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Given the variety and difficulty of measuring the relevant variables, the deterrence effect
cannot be measured with precision. The alternative, however — not attempting to measure
FTC enforcement actions’ deterrence effects at all - would clearly overlook an important part
of the overall impact of FTC enforcement. Therefore, we will seek to estimate deterrence,
using conservative assumptions, as described below. First, we will determine the volume of
commerce in markets indirectly affected by a nonmerger enforcement action, using the
“scope variables” described above. The ‘indirectly affected’ commerce may vary from case to
case, but in general it means the volume of sales in markets where the participants are likely
to be aware of and be influenced by FTC enforcement policy.

Second, we will discount the indirectly affected volume of commerce based on the
“significance variables” described above. Based on experience, when the FTC successfully
brings three cases challenging a particular practice, it often is enough to send an unequivocal
signal about FTC enforcement intentions to others who may be engaging in the same
practice, and consequently to put an end to the practice as a practical matter. This
deterrence effect is particularly significant when an FTC enforcement action, or series of
similar enforcement actions, creates new precedent involving a novel form of conduct. Three
cases may not be enough, however, in situations where the risk and costs of detection are
low and market participants choose to bear those risks. Accordingly, we will measure the
deterrence effect of FTC nonmerger enforcement actions by multiplying the indirectly affected
volume of commerce by one-third in most cases,'? or a smaller fraction when appropriate to
the circumstances. Because we lack sufficient experience with this type of measurement to
predict with confidence that we can do so successfully, we will initially compile this
information on a trial basis and report the results in our annual Performance Plans.
Depending on our success, we will determine whether to incorporate the deterrence effect
into the performance measure by adding the volume of commerce indirectly affected by
nonmerger enforcement to the volume of commerce directly affected for each case to obtain
an estimate of the total volume of commerce affected by FTC nonmerger enforcement actions.

Under Objective 3, we seek to prevent consumer injury by educating businesses,
consumers, and policymakers about antitrust principles and enforcement standards. We
have eliminated one of the previous measures and have divided the remaining one into two
separate measures. A previous measure quantified the number of education and outreach
efforts such as speeches, participation on panels, testimony, advisory opinions, advocacy
comments, and amicus briefs. While these activities remain important, the performance
measure did not effectively indicate the FTC’s performance in education and outreach for two
reasons. First, the various items counted are not of equal weight: a speech describing a new
policy initiative before several hundred antitrust lawyers at an ABA meeting has far more
significance than a speech simply describing past actions before a much smaller group, for
example, yet no effective way of distinguishing among different efforts has been identified.
Second, measurements of activities, such as the number of speeches given, may indicate the
level of effort put toward an objective, but not the FTC’s effectiveness in accomplishing it.
Therefore, we have eliminated this measure.

2 The percentage is based on the assumptions that (1) three enforcement actions targeting a
practice should effectively eliminate the practice, and (2) each of the three actions should contribute
equally to that result. In practice, one or two enforcement actions may be enough to end most of the
challenged conduct in some cases, and in others it may continue even after three cases. We believe
the one-third figure represents an acceptable, albeit rough, rule of thumb for most cases.
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The second measure under this objective was based solely on the number of “hits” on
relevant content on the FTC’s Web site. Since the FTC publishes virtually all significant
public documents on its Web site, the volume of traffic on antitrust content on the agency’s
Web site provides a good indication of the quantity of information provided to the public, as
well as its quality (because visitors will stay longer and return more often if the information
is helpful). This information is significant in that it represents the initiative taken by the
public to seek out FTC information, rather than merely reflecting agency activities. However,
because Objective 3 has two different components — (1) educating the legal and business
communities about the applicable legal standards and enforcement policies that facilitate
their compliance with the law, and (2) educating the public in general, as well as
policymakers, about the benefits of competition — we will separate the Web traffic data in
order to report under two different measures, each applicable to one of the two components
of this objective.

Challenges

Given the nature and breadth ofthe FTC’s mission, designing meaningful measures of our
performance is a formidable challenge. The vast scope of our ultimate goal — consumer
welfare'® — discourages measurement. Moreover, it is difficult to isolate the results of our
efforts for even the more tangible manifestations of our goal, such as the availability of goods
and services in an open marketplace at a price and quality that fit the consumer’s needs.
This is so because a host of other variables besides FTC consumer protection and antitrust
enforcement significantly influence these results. Moreover, much of the positive impact of
the FTC’s work is the deterrent effect of the agency’s readiness to enforce the law to protect
the marketplace and consumers.

On the consumer protection side, it would be extraordinarily difficult to quantify the dollar
benefits to consumers who were notdeceived or misled because of the FTC’s role in deterring
members of the $100 billion national advertising industry from using deceptive or unfair ads.
Similarly, on the competition side, it would be extraordinarily difficult to quantify the benefits
to consumers who did not have to pay anticompetitive price increases because the FTC’s
enforcement guidelines deterred companies from proposing certain anticompetitive mergers
or engaging in certain anticompetitive practices. In a world in which economic growth
continues to be heavily dependent on innovation,'* there are likely to be substantial

¥ See Timothy J. Muris, Chairman, Federal Trade Commission, Looking Forward: The Federal
Trade Commission and the Future Development of U.S. Competition Policy, Prepared Remarks Before the
Milton Handler Annual Antitrust Review, New York, New York (December 10, 2002), available at
<http.//www.ftc.qgov/speeches/muris/handler.htm>.

'* Many economists agree that the gains to society from innovation are substantial and, over the
long run, are likely even greater than those associated with competitive pricing. For example, the
Council of Economic Advisers (CEA) characterizes the economics growth literature as follows: “Over
the past 50 years, more than half of all productivity gains in the U.S. economy, as measured by
output per labor hour, have come from innovation and technical change.” Economic Report of the
President (February 1999) at p. 171. “In the long run, productivity growth sets the pace for improve-
ments in the quality of life.” Economic Report of the President (February 2000) at p. 50. As “new growth
theory” economist Paul Romer has reportedly observed: “Competitive markets are, on balance, the best
mechanism for guiding technology down a path that benefits consumers.” “Antitrust for the Digital
Age,” Business Week (May 15, 2000) at p. 47.
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consumer benefits from FTC actions such as those taken to prevent the monopolization of
certain areas of research and development or to prevent the defrauding of consumers who
are venturing into the new world of Internet commerce.

With respect to the maintaining competition goal, one specific difficulty involves the
assumptions implicit in many possible measures of FTC performance. The implicit
assumption that every FTC enforcement decision is correct is problematic because merger
enforcement involves making predictions about the future performance of markets under
complex alternative scenarios. While our predictions are informed by broad knowledge about
economic theory as well as intensive investigation into every relevant facet of the transactions
and relevant market(s) in question, predictions are, by their very nature, speculative.

Although some results of FTC actions are difficult to measure quantitatively, we can gain
insight by performing case study assessments that identify the results of specific types of
cases or major initiatives. Significant examples (detailed later in this plan) include
retrospective analysis of mergers and national surveys to identify the actual incidence of
consumer fraud and identity theft.
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Cross-Cutting Functions

To carry out its mission effectively, the FTC must continually coordinate and cooperate
with literally hundreds of other law enforcement and regulatory bodies, including other
nations’ competition and consumer protection authorities, state attorneys general, and
multiple regulatory commissions, boards, and agencies in each state. Each of these entities
has its own duly-granted government authority to make decisions in pursuit of its mission.
The FTC also actively consults with other state, federal, and international agencies to
coordinate matters of mutual interest and ensure that agency goals do not conflict. The
FTC’s study and reporting capabilities give it a unique opportunity to provide intellectual
leadership in the consumer protection and competition communities, both at home and
abroad.

Consumer Protection

On the consumer protection side, the FTC works closely with a wide variety of federal and
state partners. To fight fraud and other unfair and deceptive practices, it pursues joint
enforcement and education initiatives with the Postal Inspection Service, DOJ, Federal
Bureau of Investigation, Federal Communications Commission, Securities and Exchange
Commission, State Attorneys General, and numerous other federal and state agencies. The
FTC also works closely with the DOJ’s Office of Consumer Litigation to coordinate
enforcement in areas of shared responsibility, including the enforcement of FTC rules and
orders. In addition, the FTC partnered with the Department of Defense to launch Military
Sentinel. In managing its identity theft program, the FTC works closely with the U.S. Secret
Service to mine our clearinghouse database for case leads and to provide law enforcement
training and assistance to prosecute and deter the crime of identity theft.

In addition, the FTC works cooperatively with a number of federal agencies in areas of
shared (or overlapping) jurisdiction over advertising. Pursuant to a Memorandum of
Understanding, it works with the Food and Drug Administration (FDA) to combat deceptive
claims for over-the-counter drugs, devices, food, and cosmetics — with the FDA primarily
responsible for labeling claims and the FTC primarily responsible for advertising claims.
These two agencies also have instituted a Health Claims Initiative. In this program, the two
agencies will work together tocombat misleading claims made in dietary supplement product
marketing and food advertising. This program will include enforcement actions, training, and
outreach. The FTC also works with the FDA and the Surgeon General on weight loss issues.

Another cooperative program includes the agency’s international work. The FTC works
with international organizations such as the OECD and ICPEN. The FTC also works with
international law enforcement agencies to combat cross-border fraud. In 2000, the FTC, the
Toronto Police Service, the Ontario Ministry of Consumer and Business Services, and the
Competition Bureau of Industry Canada formed the Ontario Strategic Partnership to work
together and combat cross-border fraud. Another effort, Project Emptor, is a cooperative
arrangement coordinated by the Royal Canadian Mounted Police that teams Canadian and
U.S. law enforcers to target scams that emerge from Vancouver-area boiler rooms. In
addition, through “Netforces” comprised of agencies that participated in the FTC’s Internet
training, the FTC partners with local, state, federal, and international partners to focus efforts
on specific areas.
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The FTC also works with the Consumer Product Safety Commission (CPSC) to address
product safety, exchanging case referrals, collaborating on education projects, and relying
on CPSC’s expertise in evaluating the safety of products. We coordinate enforcement and
education efforts with the Environmental Protection Agency in areas of shared interest,
including products sold as effective agents against bioterrorism. And we collaborate with
numerous other agencies on, for example, alcohol advertising (Alcohol and Tobacco Tax and
Trade Bureau), and projects requiring the technical or scientific expertise of particular
agencies (for example, the National Institute of Standards and Technology and the National
Institutes of Health). The FTC is coordinating with state agencies regarding the National Do
Not Call Registry to avoid duplication with state registries. All these efforts maximize impact
and minimize duplication among partner agencies.

To educate consumers and businesses, the FTC led efforts to establish a “one-stop”
government Web site (consumer.gov)in 1997 with four of our federal government partners,
the CPSC, the FDA, the National Highway Transportation and Safety Agency, and the U.S.
Office of Consumer Affairs. The FTC continues to manage the site, which links to consumer
information, arranged topically, from more than 180 federal agencies. It also has become the
consumer information portal for firstgov.gov. The FTC routinely works with other federal and
state agencies on coordinated education campaigns.

Maintaining Competition

On the competition side, a particularly high level of consultation and coordination occurs
with the DOJ, with which we share many areas of antitrust jurisdiction.'®> As a result,
consultation and coordination occur at both the policy level and the day-to-day working level.
The agencies consult on matters of policy to ensure that both apply the same standards in
analyzing business practices and that uniform standards are communicated to the business
community. To that end, the FTC and DOJ’s Antitrust Division have jointly issued antitrust
guidelines on the analysis of horizontal mergers, vertical mergers, and joint ventures, the
licensing of intellectual property, and international enforcement. At the day-to-day working
level, the agencies maintain a liaison arrangement to ensure that there is no duplication of
effort or conflict between the investigations of the two agencies. Under this liaison
arrangement, neither the FTC nor the DOJ’s Antitrust Division may initiate an investigation
without first consulting with the other to determine whether there would be any duplication
or conflict.

5 There are notable differences in the statutes the two agencies enforce, however. Most of the
FTC’s antitrust enforcement is conducted pursuant to Section 5 of the FTC Act, which governs “unfair
methods of competition,” and Section 7 of the Clayton Act, which governs anticompetitive mergers.
Section 5 of the FTC Act is enforced solely by the FTC, but merger enforcement under Section 7 is
shared with the DOJ, which also enforces the Sherman Act. The agencies’ enforcement
responsibilities differ in two principal respects. First, Section 5 of the FTC Act can reach certain
anticompetitive practices that are beyond the reach of the Sherman Act or the Clayton Act, although
Section S is coextensive with those statutes in many respects. Second, criminal antitrust jurisdiction
is solely within the DOJ. The FTC Act also assigns important non-enforcement responsibilities to the
agency. In particular, the FTC studies and reports on important competition and economic issues. For
example, an FTC study led to the passage of important securities laws in 1933 and to the enactment
of major amendments to the Clayton Act in 1950. Recently the FTC has held public hearings on
competition in health care and workshops on anticompetitive restrictions on e-commerce.

20



The FTC also has working relationships with numerous other agencies. For example, the
FTC has advised the FDA on aspects of its regulations and procedures that may deny
consumers the timely benefit of lower-cost prescription medications.'® The FTC also consults
with agencies such as the International Trade Commission and the Patent and Trademark
Office on competition-related matters within their special expertise, as well as with the
Department of State on international matters. On mergers and anticompetitive practices
involving electric utilities, the FTC shares jurisdiction with the Federal Energy Regulatory
Commission (FERC) and the DOJ. FTC staff also initiated and participates in an interagency
working group with FERC and the DOJ on competition matters related to electricity
restructuring and regulatory reform, and staff submits competition advocacy comments in
response to rules proposed by FERC.

As our economy becomes increasingly worldwide in scope, transactions affecting
competition in many countries raise a host of logistical and substantive difficulties for law
enforcers and other parties involved. Thus, there is a growing need for antitrust agencies
throughout the world to coordinate their actions in multi-jurisdictional antitrust matters to
reduce transaction costs for both governments and private parties, and to improve
enforcement decisions. Consequently, the FTC, along with the DOJ and key antitrust officials
from foreign countries, announced last fall the formation of the International Competition
Network (ICN), a forum for antitrust policymakers from around the world to confer and
cooperate on mutual concerns. In particular, ICN will facilitate movement toward consensus
or compromise on both procedural and substantive antitrust issues. Among other activities,
the ICN will facilitate communications involving particular matters affecting markets in
multiple countries, as well as on broader issues.

In addition to being actively involved in the ICN, the FTC continues to participate in other
multinational initiatives such as the OECD, the World Trade Organization, and the Global
Competition Initiative, all of which share the goal of reducing procedural burdens and
exchanging knowledge about forms of analysis and policy choices.

'® president Bush prominently cited a recent FTC report, entitled Generic Drug Entry Prior to Patent
Expiration, when he announced FDA regulatory measures to foster competition in the pharmaceutical
industry in October 2002. The report suggested certain changes in balance between competition and
intellectual property law, such as permitting only one automatic 30-day stay per drug product, per
generic entry application pending patent infringement litigation, which the President adopted in his
program.
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FTC Strategic Plan
Fiscal Years 2003-2008

Statement of Vision: A U.S. economy characterized by consumer access to accurate
information and vigorous competition among producers, yielding high-quality products
at low prices and encouraging efficiency, innovation, and consumer choice.

Statement of Mission: To prevent business practices that are anticompetitive, deceptive,
or unfair to consumers; to enhance informed consumer choice and public understanding
of the competitive process; and to accomplish these goals without unduly burdening
legitimate business activity.

Goal 1 - Protect Consumers
Prevent fraud, deception, and unfair business practices in the
marketplace.

As a consumer protection agency with jurisdiction over a wide range of consumer issues,
the FTC is a small agency with a big mission. The FTC therefore must make effective use of
limited resources by targeting its law enforcement and education efforts for maximum
impact, and by working closely with federal, state, international, and private sector partners
in joint initiatives.

Objective 1: Identify fraud, deception, and unfair practices that cause the
greatest consumer injury.

To identify consumer protection problems and trends in the fast-changing, increasingly
global marketplace, the FTC is using new technologies creatively and building on our broad
base of private and public sector partners. We have expanded dramatically our capacity to
collect consumer complaints through our toll-free helpline and online consumer complaint
form, and in FY 2002 collected more than 680,000 complaints and inquiries. We have
created a comprehensive information system with several integrated databases for consumer
fraud complaints and identity theft complaints and continued to expand our ability to collect
such information. In 2001, the FTC, 12 other ICPEN countries, and the OECD launched
econsumer.gov, a Web site where consumers can file cross-border e-commerce complaints
with agencies around the world, access education materials, and contact consumer
protection agencies. In 2002, the FTC and the Department of Defense launched Military
Sentinel — the first online consumer complaint database specifically tailored to the unique
needs of the military community. In addition, the FTC’s spam database currently receives,
on average, more than 100,000 new pieces of spam every day. The total number of spam
emails in the database has grown from 700,000 in 1998 to more than 50 million. The fraud
database is accessible online, through Consumer Sentinel, to more than 835 law enforcement
partner agencies in the United States, Canada, and Australia.

1. Strategies
* Upgrade and enhance Consumer Sentinel to respond to increasing demands and make it
the premier consumer protection law enforcement tool.

* Expand the FTC’s comprehensive information system (consumer complaint databases)
to keep pace with the global marketplace.
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* Strengthen capabilities to analyze the increasing volume o