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Anti-counterfeiting
strategies focus
he trade in counterfeit goods is fought on various
fronts – shutting down sources of production,
targeting the means of distribution and retail
environments and, crucially, shaping customer
perception. This issue, WTR presents the latest
views, analysis and legal developments in this
constantly evolving battle.
On page 38, James Luo explains how brand owners can tackle
both the production and distribution of counterfeit goods in China,
and provides an overview of the latest judicial Opinions on Several
Issues of Application of Laws in Handling Criminal Cases of
Infringing Intellectual Property, issued in January 2011.
Elsewhere, Richard Dissmann outlines strategies for tackling
illicit goods when they reach EU markets, considering the extent
to which consumers should be targeted in a bid to raise awareness
of IP crime (page 44).
Consumer liability is a notable aspect of proposed
amendments to Thailand’s trademark law, where penalties for the
purchase or possession of counterfeit products have been mooted.
While the level of the proposed fines is low, Nandana Indananda
argues that the move should serve as a potent reminder that
trademark infringement is a criminal act and erode public support
of illegal enterprises (page 47).
Of course, legal protection is effective only when backed up by
action. Interestingly, while Europe debates the potential anticounterfeiting role that the Office for Harmonisation in the
Internal Market could play, the Korean Intellectual Property Office
(KIPO) is one step ahead: last year, the organisation launched its
own special judicial police squad. On page 48, Mona Lee explains
how this dedicated squad will contribute to the
pro-IP climate that KIPO wishes to cultivate.
As with any police investigation, proper reporting of
infringement remains key. Drawing on his experience as an IP
investigator in Turkey, Duncan Mee provides advice on how best to
trace the source of counterfeit goods, starting from the point of
sale (page 50).
Although the fight against piracy and counterfeiting is a
constant one, notable successes can be achieved. Unfortunately for
trademark counsel, these successes can reduce the very
measurables that are important for justifying continued budget –
the widespread presence of fake goods. On page 52, Philip Brooks
draws on his personal experience of this conundrum and suggests
how the argument for ongoing funding can be framed.
Finally, while the above all rely on external perspectives, on
page 53 Bob Boad outlines the need to ensure that anticounterfeiting surveillance efforts involve internal monitoring.
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Follow the trail: a twopronged approach to
counterfeiting in China

It is estimated that counterfeiting is a $600 billion a year problem,
with approximately 5% to 7% of world trade involving illicit goods.
With China the main source of counterfeits, the government has
acknowledged the damage caused by fake goods and has moved to
strengthen anti-counterfeiting efforts accordingly.
These efforts include the interpretations of the Supreme People’s
Court (SPC) and the Supreme People’s Procuratorate (SPP) entitled
“Opinions on Several Issues of the Concrete Application of Laws in
Handling Criminal Cases of Infringing Intellectual Property”, issued
in 2004 and 2007. Following the two judicial interpretations, the
SPC, the SPP and the Ministry of Public Security issued “Opinions on
Several Issues of Application of Laws in Handling Criminal Cases of
Infringing Intellectual Property” on January 11 2011 (see boxout on
page 41).
The 2011 opinion was published at a time when the State Council
was running a special campaign on IP protection, launched in
October 2010 and running through March 2011. Trademarks are
a key focus of the campaign. The law is therefore in place to pursue
criminal liability against counterfeiters; the question for trademark
owners is how to put it to practical use.

authorities – including public security organs (PSBs) and the
Administration for Industry and Commerce (AIC) – want brand
owners to provide as much information as possible on the
background of the infringers and the infringing goods, as well
as counterfeit samples.
To provide this information, collaboration with private
investigation firms is necessary. For instance, from market survey
results, investigators may trace the middlemen or suppliers who
provide counterfeit goods to the market, and from those suppliers
may trace the factories that produce counterfeit goods.
If it is suspected that some counterfeit goods are being produced
in a certain area, it may be advisable to instruct an experienced and
reliable investigation firm to visit suspected factories in that area.
If possible, the investigator can then ask for some samples. Chinese
counterfeit producers are very suspicious and normally refuse to
allow strangers to visit their factories, so it may be better to use
foreign investigators to visit the sites and obtain useful information
about monthly production capability, the destination for the goods,
the Chinese ports through which the goods are normally exported
and whether other brands are also counterfeited.
Sometimes the brand owner’s local sales force will itself be a
source of potential leads, so it is important that trademark counsel
and anti-counterfeiting professionals work with salespeople to
develop such leads.
Similarly, it is possible that other brands in the same industry
may have obtained local knowledge and leads on potential targets;
they may be willing to share these with you. Different brands in the
same industry working together, sharing cost and building up a
criminal case, is always to be encouraged.

Going to source
As an initial step, there are several ways to identify the presence
of counterfeit goods. Illicit products are sold to consumers, so it is
likely that counterfeits are being sold in markets or shops. A survey
of markets and department stores will therefore make it possible to
identify the level and availability of counterfeits. Following these
leads, it is then possible to trace the suppliers that provide the
counterfeits to these markets and department stores. Through the
middlemen or suppliers, you can go one step further and trace the
factories that are producing the fakes.
To work through these relationships and identify the source of
counterfeits, it is important to work with experienced and reliable
investigation firms. Chinese law is silent on whether such
investigations are legitimate, but in practice, the enforcement

Working with the authorities
Having identified the source, the next step is practical enforcement.
In China, in contrast to ‘standard’ trademark infringement, only the
counterfeiting of registered trademarks incurs criminal liability,
according to Article 213 of the Criminal Code. Trademark
counterfeiting cases essentially involve instances where the
offending trademark is identical to a registered mark and the goods
for which the offending trademark is used are identical to those
designated by the registered mark.
In China, not every counterfeiting activity thus constitutes a
criminal offence. It becomes so only when the counterfeiting
situation is regarded as “serious”. The nature of a “serious situation”
was defined by the SPC and SPP in 2004, and specifically refers
to situations where the value of the goods exceeds Rmb50,000

Successfully tackling the availability of counterfeit
goods in China requires that attention be paid both to
the source of illicit products and to the venue in which
they are being sold
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Notarise the purchase of infringing products and then
send a warning to the market management company asking
it to demand that all outlets not sell infringing products
(approximately €5,840). In cases where multiple brands are
counterfeited, the criminal threshold is Rmb30,000
(approximately €3,500).
In cases where the criminal threshold is satisfied, a PSB will be in
a position to conduct further investigations and conduct criminal
raids as appropriate. It is always an option in the first place to ask
the PSB for criminal action to be taken, as it is desirable for the PSB
to detain any suspects onsite (the PSBs are unwilling to invest
significant resources in tracing counterfeiters when they have
avoided detention and gone to ground).
The PSBs are certainly willing to work with brands to crack down
on counterfeiting activities, especially during the ongoing IP
protection campaign, and they encourage brands owners to provide
details of any criminal sighting.
The AIC can conduct raids and can also transfer suspected
criminal cases to the PSBs for criminal investigation. However, while
the AIC has the authority to seize counterfeits, it has no power to

detain suspects, who promptly disappear when they learn that a
case is to be transferred to the PSB.
In normal trademark infringement cases (where the offending
mark is similar, rather than identical, to a registered trademark and
used on identical or similar goods), the AIC will conduct the raid as,
strictly speaking, the PSBs have no authority to conduct a raid if the
offending mark is not identical to the infringed registered
trademark.
However, in order to encourage effective enforcement and to
minimise the danger of violent reprisals during the raid itself, the
AIC will normally request that the PSB attend the action to afford a
degree of protection.
Landlord liability
The above considers the counterfeit supply chain, starting from the
sales point and working back to the supplier. A broader strategy is to
target the landlords of sites selling counterfeit goods – essentially
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The 2011 judicial opinion examined
The judicial opinion of January
11 2011 contains 16 articles,
covering topics such as
jurisdiction over IP crimes,
adoption of evidence and
verification of counterfeits. It
also tackles legal issues such as
court investigations during
private prosecution, the
determination of identical marks
and goods, the calculation of
illegal business proceeds and
sentencing.
Jurisdiction: Article 1 of the
opinion provides that IP criminal
cases shall be accepted and
investigated by the public
security organ (PSB) of the place
where the criminal offence is
committed or, if necessary, the
place where the suspect(s)
reside. In reality, this ‘place’
may involve various locations,
including the locations where
infringing products are
manufactured, stored,
transported or sold. This has
therefore provided more PSBs
with jurisdiction over IP crimes,
which may be helpful in
overcoming local protectionism
(previously, IP crime was mainly
handled by the PSB located at
the place where the main
criminal offence was
committed).
In some places, local
protectionism is still prevalent
and some local PSBs may delay
investigation upon lobbying by
the suspects. To avoid this
problem, two Chinese IP rights
holders have successfully
lobbied their local PSBs to
handle criminal cases
nationwide – a request approved
by the Ministry of Public
Security. This is very helpful to
IP protection, and it would be an
improvement if enforcement
authorities located at the place
where the victim resides had
jurisdiction over IP criminal
cases.
Validity of evidence: The
Administration for Industry and
Commerce (AIC) normally
handles trademark
administration raids. If an
offending mark is identical to a
registered trademark and is
used on identical goods, the AIC
will transfer the case to the PSB
for investigation, provided that
the criminal threshold is met.
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Whether the AIC’s seizure
notice and other evidence it
obtains are admissible to
criminal court is a practical
issue. Article 2 of the opinion
provides that physical evidence,
documentary evidence,
audiovisual materials,
verification conclusion, written
records of on-the-spot
examinations and written
records of on-site investigations
that are collected, obtained or
produced by the administrative
enforcement authorities can
serve as criminal evidence upon
examination and confirmation by
the competent PSB, the
prosecutor and the court.
As to witness testimony and
party statements produced by
the administrative enforcement
authority, the PSB will recollect
and reproduce these records
because further investigation
may make it possible to verify
the true facts of the cases.
Authentication: The PSBs ask
pricing agencies to produce a
report on the value of the goods
in criminal IP cases. In some
instances this report may state a
value that is far below what it
should be, to avoid the suspect
being found criminally liable
(after lobbying by the suspect);
there is no law on whether the
pricing agency should be liable
in such cases. Article 3 of the
opinion provides that the PSB,
prosecutor and court should
review the authentication report
and listen to the opinions of the
relevant rights holders, criminal
suspects and defendants. They
can then demand an explanation
from the authentication
institution.
Asking rights holders to
provide an opinion on the
authentication report is a big
step forward. However, Article 3
of the opinion does not specify
how to deal with the conclusion
if the rights holder is not happy
with the conclusion, or whether
the authentication institution is
liable if it deliberately provides
an incorrect authentication
conclusion.
Private prosecution: Article 4
provides that where private
prosecution is accepted by a
court, if the plaintiff cannot
obtain evidence due to objective

reasons, but can provide some
leads when filing, the court
should collect the evidence as
requested by the party.
In successful private
prosecution cases, the offenders
are normally sentenced to
criminal detention or to a fixed
term of imprisonment with
probation. In most cases the
chances of success on criminal
pursuit are lower. However, this
provision could be very helpful
in procuring infringers’ prior
sales records, and the turnover
in infringing goods may then be
used as evidence to seek a
larger amount of compensation.
When filing private prosecution,
it is generally preferable to
attach civil action so as to push
up the levels of compensation.
Identical trademarks: To pursue
criminal liability against
counterfeiters, the offending
trademark must be “identical” to
the registered trademark of
another party. Article 8 of the
2004 judicial interpretation
provides that the term “identical
trademark”, as stipulated in
Article 213 of the Criminal Code,
refers to trademarks that either
are identical to a registered
trademark or show no notable
visual difference from a
registered trademark, and thus
mislead the public. Article 6 of
the opinion further provides that
trademarks in any of the
following circumstances can be
regarded as “identical” to a
registered trademark:
• changes to font or
capitalisation, or the
horizontal or vertical order
of words that appear on a
registered trademark, which
create only a subtle
difference;
• changes to the spaces
between words, letters or
numbers on the registered
mark, which have no
influence on the reflection of
prominent characteristics of
the registered trademark;
• changes to the colours that
appear in the registered
trademark; and
• other changes that create no
notable visual difference
from a party’s registered
trademark, to the extent that
the public may
be misled.

Finished products that do not
bear infringing trademarks:
In the past, if finished products
did not bear a counterfeited
trademark, the judicial
authorities normally did not
include the value of those
goods in the calculations for
determining the counterfeiter’s
criminal liability. It is therefore
encouraging that Article 7 of the
opinion provides that when
calculating the value of
infringing products which have
been produced, stored or
transported, but not sold, the
value of products that do not
bear counterfeited marks will
be included in the liability
calculations if there is sufficient
evidence to show that they will
be used to counterfeit the
registered trademark. This
provision is a good tool for
tackling repeat offenders that
have produced goods, but have
not yet used an infringing
trademark.
Attempted crime: Article 8
provides that the intentional
sale of products bearing
counterfeited trademarks
should be pursued when,
according to Article 214 of the
Criminal Law, either of the
following conditions is met:
• In cases where the
counterfeits have not yet
been sold,
the value of the counterfeits
exceeds Rmb150,000
(approximately €17,520); or
• Some counterfeits have been
sold, but the sales value has
not exceeded Rmb50,000
(approximately €5,840), and
the total amount of prior
sales and the value of
counterfeits seized
onsite exceeds Rmb150,000
(€17,520).
This provision clearly states
that the value threshold for
attempted crime is Rmb150,000.
This may be controversial, as
some criminal professors claim
that the standard for attempted
crime should be the same as
that for actual crime – that is,
Rmb50,000.
Repeat offenders and total
sales: Article 12 (2) of the 2004
judicial interpretation provides
that “the illegal business
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The 2011 judicial opinion examined continued
amount, illegal gains and
amount of sales shall be
computed cumulatively in cases
of repeat infringements of
intellectual property where such
acts have not yet been the
subject of administrative
penalties or have not previously
been the subject of criminal
procedures”. Article 14 of the
opinion further clarifies that if
the cumulative amount over the
past two years reaches the
threshold of a criminal offence,
infringement should be pursued
as criminal liability.
We understand that some
targets in the markets in Beijing,

Shanghai and Guangzhou are
repeat offenders, and may solicit
the AICs to issue punishment
decisions as soon as possible
after the raids so that they can
continue to sell counterfeits
without being charged with
criminal liability. It is suggested
that for repeat offenders, all
illegal turnover, illegal income
or sales volumes be computed
cumulatively, regardless of
whether they are punished
by AICs or PSBs.
Accomplices: Article 15 of the
opinion provides that anyone
who is well aware of another

requiring them to police their respective markets for you.
In 2005 European brand owners Burberry, Chanel, Gucci, Prada
and Louis Vuitton sued the Beijing Silk Market Company and
infringing outlets for joint and several liability for trademark
infringement between the market management company and the
infringing outlets (Cases 13598, 13596, 13594, 13591, 13586, December
19 2005).
The Beijing Second Intermediate People’s Court determined that
the market management company had the obligation of “timely
and effectively” stopping trademark counterfeiting in the market;
the court subsequently determined, in a similar lawsuit, that the
market management company had the obligation of “strictly
administering” the market.
In venues where a market management company rents
commercial premises from the real landlords (the owners of
commercial premises) and sublets them to individual outlets, the
market management company is treated as acting as the landlord.
In such cases it is important to prove that the market management
company and individual outlets had knowledge of the sale of
infringing products.
One way to achieve this is to notarise the purchase of infringing
products and then send a warning letter to the market management
company, asking it to demand that all outlets in the market not sell
infringing products in the future. The warning letter should list the
registered trademarks and the targets from which the products were
purchased, and the notary documents on the purchases should be
attached.
Subsequently, a second round of notarised purchases of
infringing products from the same targets can be conducted. If
the same targets again sell infringing products, they are repeat
offenders and obviously have knowledge of the infringement, and
should thus be liable for trademark infringement and compensate
the rights owners accordingly.
The fact that repeat offenders still exist in a market indicates
that the market management company has not taken “timely and
effective” measures to stop the infringing activities; therefore, it
should be jointly liable for the infringement.
In the past, landlord liability lawsuits referred to market
management companies only as the landlords – they did not cover
42 World Trademark Review April/May 2011

person’s criminal infringement
of intellectual property, but
nonetheless provides such
person with assistance in
the form of raw materials,
auxiliary materials, semifinished products, packaging
materials, machinery,
equipment, labels,
marks, production technology or
formulas for the production or
manufacture of infringing
products, or with services such
as internet access, server
hosting, online storage space,
communication and
transmission channels, payment
collection or fee settlement,

should be punished as an
accomplice.
This provision will likely
prove to be an excellent
deterrent and a major step
forward, particularly in
comparison with Article 16 of
the Judicial Interpretation 2004,
which provides that anyone who
knowingly provides loans, funds,
bank accounts, invoices,
certificates, licences, production
and operation places, as well as
facilities and assistance in
producing and storing, and
import-export agency services,
shall be deemed an accomplice
in the crime of IP infringement.

the owners of the commercial premises or buildings. In Beijing and
Shanghai, we have observed that some markets have effectively sold
outlets to individuals, meaning that the market management
company is no longer the landlord. However, courts in Beijing and
Shanghai have confirmed that even if the outlets have been sold to
individuals, as long as the market management company is hired by
the building developer to manage the market, it remains liable for
trademark infringement.
More recently, we have noticed that in a particular market in
Chengdu city, Sichuan Province, all outlets were sold to individuals,
with the market management company subsequently hired by the
individual outlet owners to manage the market. In such
circumstances it is not practical to expect the market management
company to ask individual outlet owners to stop the infringing
activities. After all, if it is too aggressive, it may well be fired by the
individual outlet owners.
We are currently collecting evidence and intend to file civil
actions to test the extent to which the market management
company is liable in such a situation.
The market management company deals with outlets on a daily
basis and can easily see whether the market is selling infringing
products. It is liable if it does not stop the sale of infringing
products. For the real landlord (the owner of the commercial
premises or buildings), whether it should be liable for the market’s
infringing activities after it rents out the commercial premises to a
market management company is a challenging legal issue.
We believe that it should be liable, and we will test the case – for
now, it illustrates some of the complex dynamics at play. WTR
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