Roundtable By Trevor Little

Taking the fight to the
counterfeiters
Practitioners from around the globe offer practical advice on creating an
effective, budget-friendly anti-counterfeiting strategy

Counterfeiting is arguably the biggest
threat to brand owners, threatening profits,
corporate reputation and, potentially,
customer safety and loyalty. Increased
internationalisation, the prominence of the
Internet as a distribution channel and the
increased sophistication of infringers have
made it even harder to construct effective
international anti-counterfeiting strategies
– particularly at a time when budgets are
being squeezed.
In this exclusive roundtable discussion,
experts from five jurisdictions – Lorne M
Lipkus and Georgina Starkman Danzig from
Kestenberg Siegal Lipkus LLP in Canada;
Kuhnen & Wacker’s Christian R Thomas and
Paul-Alexander Wacker from Germany;
Vladimir Biriulin of Gorodissky & Partners
in Russia; James Elliott and Chad Dowle
from Rouse’s UAE office; and José Luis
Ramos-Zurita of Mexico’s Uhthoff, Gomez
Vega & Uhthoff SC – discuss how brand
owners can increase the effectiveness of
their anti-counterfeiting activities, and save
money while doing so.
I’d like to start by asking what you each
feel are the fundamental building blocks
of a successful anti-counterfeiting
strategy.
Chad Dowle: The two fundamental building
blocks are appropriate support within the
business and an effective IP protection
programme. Internally, anti-counterfeiting
strategies need to be considered as part of
the organisation’s business strategy, even
though they may be implemented by the
legal or corporate security teams. It is
important that appropriate support for
these strategies be obtained within the
business, and that the organisation’s
expectations in relation to the strategies be
appropriately managed. In devising the
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strategies, account should therefore be
taken of both business needs and critical
risk factors; otherwise, the business’s
expectations are likely to be unrealistic,
which can lead to disillusionment and a
feeling that a lot of money is being spent,
but little is being achieved.
Externally, the appropriate IP rights
should be put in place to allow enforcement
action to be taken quickly and effectively.
This can be a challenge given that, although
business is increasingly global, IP rights are
national: separate registration is required in
each territory of interest. In the Middle East,
it is difficult to enforce unregistered rights,
so strong enforcement programmes are
undoubtedly built on the back of strong IP
protection programmes.
Lorne M Lipkus: The cornerstone of every
effective anti-counterfeiting strategy is an
understanding of the value of your
intellectual property and the harm
associated with it being counterfeited. We
recommend initially conducting an internal
assessment which may include an audit of
your IP rights, implementing a registration
protocol in appropriate jurisdictions and
raising awareness within your organisation.
It is critical to have the support of
management to ensure proper funding and
corporate will.
Next, investigate, understand and
monitor the nature, size and impact of the
counterfeiting problem in different
jurisdictions. This should include
monitoring the Internet through electronic
identification of vendor(s), availing of
takedown mechanisms and maintaining a
database of useable information.
Identify in advance the conditions
necessary to initiate a civil action or to
initiate and sustain an investigation,
purchase or surveillance, etc. Importantly,

establish and circulate user-friendly
protocols respecting continuity of evidence.
Next, implement an educational
programme for your employees,
customers, private service providers (eg,
investigators and lawyers) and public
service employees (law enforcement,
Customs and judiciary). The content of
your training may include detection
(spotting counterfeit goods), action
(dealing with counterfeit goods) and
avoidance (educating the public and law
enforcement as to the existence, extent
and harm of counterfeits).
José Luis Ramos-Zurita: I agree. After a
comprehensive assessment of the extent
and specific circumstances of the problem
has been undertaken, brand owners
should be better prepared to determine
the most convenient policy for the
enforcement of their rights from a
cost/benefit point of view: either attacking
the many aspects of the problem
(eg, import, distribution, storage, transport
or final sale to the general public) one
at a time or designing a comprehensive,
tailored anti-counterfeiting programme
that may last for several months or years,
or even indefinitely.
In this sense, we believe that a
comprehensive and well-designed anticounterfeit programme should include
three key elements:
• deploying a plan to disrupt the
channels through which counterfeits
are being distributed;
• collecting and analysing the evidence
needed to identify other sources,
distribution schemes and places of final
sale of illegal goods, with the aim of
triggering future and more precise
actions; and
• producing public statements aimed at
strengthening general awareness about
the persistent enforcement of IP rights,
based on the two previous aspects.
Vladimir Biriulin: An anti-counterfeiting
strategy should be built on close
cooperation with law enforcement agencies
(including the courts). In Russia, for
example, the main bodies responsible for
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anti-counterfeiting are the police, Customs,
the anti-monopoly service and the courts.
All these agencies have become fairly
competent over the last 10 years and an IP
court is to be set up which will probably
begin operation in 2012. The cooperation of
trademark owners is crucial in this regard
– a large number of infringement cases go
unpunished because trademark owners do
not initiate cases due to the small number
of infringing items.
Paul-Alexander Wacker: Ultimately, IP
rights must form the basis on which claims
deriving from prior rights can be enforced.
In other words, where are no prior rights,
there are no claims. Customs must have
easy access to existing prior rights in
respective databases, such as the trademark
and design registers of German and
European trademark and design offices, and
German and European patent offices for
patent numbers and international patent
classifications, including the name and
address, phone number and email of the
respective representative.
Turning to Customs, then, in which
jurisdictions do you believe customs
registration is the most effective weapon
available to multinational brand owners?
JLRZ: It is widely known that the vast
majority of counterfeit items are produced
in Southeast Asian countries and the
leading manufacturers of such illegal goods
are located in China. This means that for
most Western brand owners, the biggest
counterfeiting threat comes from abroad. As
a consequence, by registering a mark with
Customs, brand owners can facilitate efforts
to detect and detain fake goods coming
from abroad.
Further, by preventing counterfeits from
entering the country, the authorities can
prevent them from being distributed to the
general public. The simple act of registering
an IP right with Customs may thus eliminate
the need for subsequent investment in
investigations and legal procedures as part of
a serious anti-counterfeiting strategy once
fake items have entered the country and are
publicly available.
VB: In Russia, registration with Customs is a
powerful tool to prevent infringement. Over
the last few years, Customs has become
extremely active in seizing counterfeit
goods. When counterfeit goods are
identified, the whole consignment is
stopped and prevented from entering the
Russian market. Customs is also authorised
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position as a major trading hub, registration
with Dubai Customs is gradually becoming
a key enforcement weapon in the region.
Jordan, Saudi Arabia, Algeria and Morocco
also have active customs authorities and
good results can be achieved by brand
owners with active registration programmes
in those countries.
On a technical note, how do brand owners
go about registering intellectual property
with Customs in your jurisdiction?
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to conduct so-called ‘post-clearance checks’
at the location of the infringer, which are
even more efficient.
PAW: German Customs is also very aware of
all products bearing trademarks that have
been registered with either the German or
Community trademark (CTM) office. As
soon as there is a sneaking suspicion that a
product could be counterfeit, the respective
representative will be informed – especially
if there is a German representative who is
registered at the CTM office and speaks the
same language. Customs in Eastern
European countries are also very active in
informing registered representatives about
suspicious products, mostly in English.
CD: Interestingly, because border measures are
new to most jurisdictions in the Middle East,
the inland enforcement authorities generally
have more experience than Customs.
That said, Dubai Customs has been
catching up with the experience of other
enforcement authorities. Given Dubai’s

VB: There are certain regulations under
which brand owners can register their rights
with Russian Customs. The main
requirement is to have a registered
trademark and to file an application with
Customs. An insurance contract or bank
guarantee must also be filed to warrant the
importer against unjustified seizure of its
goods. Customs then registers the
trademark for a term of one year, which can
be extended indefinitely. No customs fees
are paid.
Notably, in July 2010 the Customs Union
– comprising Russia, Kazakhstan and
Belarus – also began operation. The Customs
Union Code has some provisions which
differ slightly from the previous regime.
Nonetheless, even though the union is now
operative, the practical measures taken by
Customs in Russia still follow Russian law,
because the union regulations have not yet
been adopted. This is expected in the near
future, however.
PAW: Brand owners that face serious
counterfeiting problems should provide
Customs with details of their IP portfolio.
Moreover, customs officers are willing to
receive training on recognisable features of
original goods (on the white list) which can
be distinguished from recognisable features
of counterfeit goods (on the black list).
Further, Customs should receive all known
data about potential counterfeits. This
should include information on potential
distribution channels and how potential
counterfeits may be recognised.
James Elliott: In the Middle East, customs
procedures differ across the region. In
countries where formal recordal
applications are required, the information
that is typically required for customs
recordal includes details of the brand owner,
certified copies of trademark registrations
(and renewals), details of the goods on
which the mark is used and information
about the source of genuine goods. Also
required are indicators of counterfeit goods,
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the appointment of a local representative
for notifications and power of attorney in
favour of the brand owner’s representative.
In countries where formal recordal is not
required, Customs may still wish to be
notified of a local representative to whom
details of suspicious shipments can be sent.
Georgina Starkman Danzig: By contrast,
Canada currently has no recordation system
with Customs. In fact, customs officials in
Canada have no authority to act ex officio.
Seizures of counterfeit goods can take
place only in one of three ways: if the
importation otherwise violates the Customs
Act; if law enforcement has directed that
Customs effect a seizure (eg, if the Royal
Canadian Mounted Police (RCMP) undertakes
a criminal investigation); or if a brand owner
obtains a civil court order directing Customs
to effect a seizure (although brand owners
rarely have access to the information
required to obtain such an order).
Both the Trademarks Act and the
Copyright Act contain civil remedies
designed to address counterfeiting at the
border, but these remedies are brand owner
initiated, cumbersome, expensive and thus
rarely used. They require the brand owner to
seek a civil order mandating that Customs
seize counterfeit goods. These remedies are
the antithesis of effective border
enforcement, which needs to be proactive,
anticipatory, quick and inexpensive.
JLRZ: Similarly, in Mexico, there is no legal
provision for registration of a trademark
with Customs and the General Customs
Administration, which is an agency of the
Public Finance Ministry, is not formally
responsible for enforcing IP rights at ports
of entry. This means that there is no legal
way in which a brand owner can officially
request the customs authorities to monitor
and intercept counterfeit goods.
Although there is a plan to launch a
Customs Trademark Registry, as part of a
larger collaborative effort to combat
counterfeiting, for the time being there is
no legal provision in Mexican legislation
that enables Customs to keep a record of
registered trademarks and their authorised
licensees, distributors and importers.
Further, Customs cannot order the
seizure of counterfeit or infringing products
by itself, and can take action only if it
receives an order from an authority with
competence over IP matters, such as the
Mexican Institute of Industrial Property or a
court of law.
This notwithstanding, Customs is now
developing a pilot collaborative programme
www.WorldTrademarkReview.com

against counterfeiting and piracy. Moreover, it
is also strongly suggested to maintain constant
communications and share relevant
information with customs officials regarding
new licensees, authorised distributors,
importers, products, brands and similar.
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with Mexican IP associations, industry
representatives and selected law firms. The
first part of this programme involves
sharing information between Customs and
brand owners in order to establish effective
methods for risk analysis, profiling and
targeting. This has already improved the
effectiveness of search and detection
procedures performed by Mexican customs
officers. As part of this programme,
Customs provides feedback to brand
owners, including data on the import and
export activities of alleged counterfeiters
and infringers, with the aim of enabling
brand owners to take legal action before the
competent authorities to enforce and
protect their rights at customs offices
throughout the country.
Beyond the registration of rights, how else
can brand owners best develop an
effective relationship with Customs?
JLRZ: The second part of the collaboration
programme being developed in Mexico
consists of providing training for customs
officers who are tasked with operational duties
at each of the country’s 49 customs offices.
This is a unique opportunity to meet the
people who represent the first line of defence

LL: This is an important point. We really urge
members of our enforcement team, both
internally and externally, to remember that
Customs is an organisation made up of layers
of individuals who are trying to get their job
done within the confines of the relevant
legislation, and with a limited mandate and
scarce resources. We therefore ask brand
owners to focus on education and awareness.
We create opportunities for Customs (and law
enforcement) to attend product identification
and practice management training and
conferences to learn the nature of the problem
and how to deal with it effectively within the
limits of the laws, resources and mandate at
their disposal. Brands should also participate
with Customs in industry-related meetings (an
example in Canada is the annual ‘Reality Tour’
sponsored by the Canadian Anticounterfeiting Network, which travels the
country raising awareness about this issue).
Customs officials are often effectively engaged
as speakers at these meetings and conferences.
CD: I agree 100% with this approach. Any
successful working relationship with Customs
must involve true cooperation between the
brand owner and the relevant authorities. For
the brand owner, this means being prepared to
invest time in working with customs officials
and giving them the knowledge necessary to
identify counterfeit products. Simply
recording trademarks and doing nothing
further is less likely to produce substantial
results. Spending time with the inspectors –
providing training and having regular face-toface contact – is a good start. The brand owner
thus demonstrates that it is prepared to invest
in the relationship, the interest of the customs
authorities is more effectively engaged and the
likelihood of successful action is increased.
VB: Engagement is vitally important.
Russian Customs is very active in seizing
allegedly counterfeit goods – we receive 30
to 40 inquiries from Customs every week.
However, when the consignment is small,
the brand owner usually does not initiate an
administrative action and the goods are
released. If this done repeatedly, Customs is
sometimes displeased and threatens to
exclude the trademark from the register,
because it does not want to work without
tangible results. The recommendation here
for brand owners is to be more active when
October/November 2010 World Trademark Review
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they receive information on the seizure of
counterfeit goods.

or counterfeiting at Mexican customs,
because to detain or seize IP-infringing
merchandise, they require an order issued
by a competent authority, which will issue
such an order only after the legal rights
holder or licensee files a formal action
against the importer or consignee. Thus,
brand owners have an extremely limited
amount of time to decide whether they
want to take action in customs situations.

PAW: It all comes down to cooperation.
Registered patent attorneys are normally
familiar with the specific issues of IP
portfolios and are aware of typical
counterfeit problems. Therefore, they are
the first point of contact with Customs.
Sometimes they even have access to
internal databases of their clients relating to
past counterfeit cases. Customs appreciates
as much support as possible and seems to
be even more attentive when it receives
useful information in advance and when
good cooperation is ensured.
What practical tips would you give in
terms of maximising the relationship
with Customs and other enforcement
agencies in your jurisdiction?
GSD: The Canadian landscape is somewhat
fractured in terms of responsiveness to
counterfeiting issues. While every law
enforcement agency operates within the
confines of identical laws and policies,
interpretation of those policies differs by
jurisdiction. In addition, due to the state of
the Canadian laws regarding the ability of
customs officers to seize counterfeit goods,
there is a memorandum of understanding
between Customs and the RCMP that
requires the undertaking of the RCMP in
counterfeiting cases for Customs to ‘hand
over’ the information (and counterfeit
products) to the RCMP.
Frankly stated, some agencies are more
willing to work on counterfeiting cases than
others. Sometimes it’s as simple as having a
trained, motivated law enforcement officer
working with an equally trained and
motivated customs officer, both of whom
are willing to take on a case. Accordingly, we
urge brand owners to deal with Customs
and law enforcement together at training
events, meetings and conferences. This
approach is especially beneficial where, as in
Canada, there are several jurisdictions with
joint taskforces and projects that involve
multi-jurisdictional law enforcement,
Customs and related government agencies.
JLRZ: Our advice can be summed up in five
words: be direct, honest and consistent.
These concepts apply to what is perhaps the
most hotly debated issue in the relationship
between Mexican law enforcement agencies
(including Customs) and brand owners: the
power that Mexican law grants to brand
owners to grant a full pardon to
counterfeiters and/or infringers at any stage
82 World Trademark Review October/November 2010
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of the proceedings before a final ruling has
been issued.
While recent amendments to Mexican
IP law mean that the option to grant a
pardon has been restricted in many
respects, it is still available in trademark
and copyright administrative infringement
matters and in most cases of criminal
counterfeiting of trademarks. However,
most law enforcement officers believe that
a pardon should not be granted in most
cases, and that brand owners which
continuously grant pardons as part of
settlement agreements are merely using
the law as a ‘collection service’, which
thwarts the spirit of the work they are
performing and allows brand owners to
legally extort offenders. Therefore, it is
always best to plan ahead and take this
situation into account when considering a
settlement.
Also, response time from brand owners
is critical for maintaining a good
relationship with law enforcement
authorities. This is specially important
when dealing with trademark infringement

VB: Russian Customs has a very limited
time (20 days) to decide whether to initiate
an administrative case, so the brand owner’s
reaction time is crucial. There have been
cases in which the brand owner did not
answer at all or answered only after several
reminders. The customs seizure procedures
are very streamlined now, so the brand
owner’s cooperation is a crucial factor in
this arrangement.
CD: The first tip I would offer also concerns
responsiveness. The customs laws impose
tight deadlines and there is seldom room to
manoeuvre around these deadlines.
Therefore, Customs will be more likely to try
to assist if the brand owner is responsive
and demonstrates an awareness of the
deadlines.
The second is to stay in regular contact. If
Customs is regularly made aware of your
brand, it is more likely to monitor actively for
products bearing the brand. This awareness
can be developed through formal training
sessions, face-to-face meetings or even simple
steps such as providing information on new
products or packaging. In the region, most
contact should be made face to face.
Finally, recognise that everyone is on the
same side. No matter how frustrated one
becomes or how strongly one believes a
decision to be incorrect, brand owners need
to remember that the relationship with
Customs is a long-term one. Engage with the
authorities and work through issues, and
understand that you may not win every case.
PAW: The training aspect is certainly crucial.
Patent attorneys should also annually
undertake training of customs officers
together with clients, explain the features of
the black and white lists and report on past
counterfeit cases and related countries from
or through which the counterfeit products
have been shipped.
Which jurisdictions in your region are the
most trademark friendly in terms of
bringing anti-counterfeiting actions, and
what is the situation in your particular
jurisdiction?
www.WorldTrademarkReview.com
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Christian R Thomas: The European Union
has harmonised most of its IP-related legal
framework. Despite this, there are still
differences between the member states
when it comes to predictability and
transparency, and each has certain
advantages and disadvantages. In Germany,
for instance, IP experts are aware that some
courts have a slight tendency to privilege
brand owners, in contrast to other courts
which are more restrained. The courts in
Germany are known for their trends when
deciding cases and we usually know whether
an action will be successful. The German
legal system offers several effective tools
against counterfeiters (eg, preliminary
injunctions), which makes the jurisdiction
predictable, transparent and efficient.
VB: In Russia, we cannot charge Customs
with neglect when it comes to safeguarding
the rights of brand owners. To a large
extent, this is down to the active approach
of the Russian government, which has paid
close attention to customs work in relation
to intellectual property.
CD: Anti-counterfeiting actions are relatively
new to our region. However, some jurisdictions
have developed faster than others. The United
Arab Emirates, which has introduced several
criminal and administrative procedures to
speed up anti-counterfeiting operations,
stands out in this regard.
Depending on the local laws of the
specific emirate, brand owners may choose
between administrative, criminal or civil
enforcement. The efficiency of each type of
enforcement, and the chances of success,
will therefore depend on the facts of each
case and the particular emirate involved.
Anti-counterfeiting activities have also
developed in Jordan and Saudi Arabia, and
good results have been achieved there by
multinational brand owners.
LL: The Federal Court of Canada has
statutory jurisdiction to deal with the
enforcement of civil remedies regarding
counterfeit goods. The practical advantage is
that orders issued by the Federal Court are
(subject to specific limitations) enforceable
throughout Canada. Most provincial court
judges rarely, if ever, deal with IP matters.
However, provincial court judges (primarily
in Quebec) and Federal Court judges who
were trained in or practised law in a civil law
system (in Canada, the province of Quebec
is governed by the civil law system) appear
more comfortable with the concept of
seizure before judgment, which is a valuable
tool in anti-counterfeiting enforcement.
www.WorldTrademarkReview.com

site notarised and establish contact with the
person or company trading in the
counterfeit goods. After that, a test purchase
can be made. If the purchase is made on a
cash-on-delivery basis, the courier can be
followed back to his office, after which a raid
can be conducted with the assistance of the
police. Ultimately, though, online
infringement is difficult to deal with and
there is no blueprint for tackling every
individual situation. In each case, an
individual approach should be considered.
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JLRZ: In Mexico, anti-counterfeiting actions are
federal matters and thus only federal
authorities can undertake legal proceedings in
these cases. Taking this into account, the only
competent authority for bringing a criminal
anti-counterfeiting matter is the General
Prosecutor’s Office, which in turn can issue
orders to other authorities (eg, Customs) and
request a warrant from a federal judge in order
to prosecute the case. In this regard, criminal
actions are usually the fastest and most
aggressive course of legal action available to
brand owners for the enforcement and
protection of their rights.
So far, we have focused on fighting
counterfeiting at physical borders, but
challenges are also increasing in the
online space, which in some respects
transcends national boundaries. What is
the current position in your jurisdiction
with regard to online infringement?
VB: Online trade, because of its trans-border
character, is indeed more difficult to deal
with. However, Russian lawyers are often
successful in prosecuting infringers on the
Internet – particularly if they are located in
Russia. The first step is to have the relevant

JE: IP laws in the UAE do not expressly refer
to online infringement and such issues
remain largely untested before the courts.
In practice, online infringements will rarely
fall within the jurisdiction of a court in this
region – infringing goods may be supplied
to the region or transit through the region,
but the advertiser of such goods is seldom
actually based in the region.
The local courts will have jurisdiction
where a supplier based in the region is
offering goods for sale via the Internet; but
again, actions are not straightforward and
success is by no means guaranteed. It is
necessary to devote time to explaining the
issues fully to the court.
Although IP laws in the region do not
expressly mention liability for assisting a
third-party infringer, in most cases it will be
cost effective to contact the site operator in
the first instance, in relation to
infringements occurring on its site. Most
major site operators in the region respect IP
rights and have policies in place to deal with
third-party infringements. Once notified,
the operator will usually act quickly to
remove the infringement from its website.
However, operators are careful about
disclosing personal information on thirdparty individuals, as this may amount to a
criminal offence. To obtain personal
information about a trader, the brand owner
may need to obtain a court order or
persuade the enforcement authority to
request the information.
GSD: This is a timely question, as on June 2
2010 Bill C-32 was introduced to amend the
Canadian Copyright Act. One of the primary
purposes of the bill is to bring Canada into
compliance with its international
obligations and to address copyright issues
within the currency of our technological
reality. While the bill is not yet law, it
contemplates the following, among other
things:
• It would be an “infringement of
copyright for a person to provide, by
means of the internet or another digital
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Counterfeiting tends to increase in times of economic
hardship as consumers seek a ‘bargain’. Therefore, education
is more important than ever

•
•

•

•

network, a service that the person knows
or should have known is designed
primarily to enable acts of copyright
infringement if an actual infringement
of copyright occurs by means of the
Internet or another digital network as a
result of the use of that service”.
Caching would be exempt from liability.
A ‘notice to notice’ system would be
implemented, whereby if a provider
received proper notice regarding a third
party’s infringement of copyright, the
provider would be required to forward
the notice to the third party and retain
certain records of identification.
The penalty for non-compliance would
be limited to statutory damages of
between C$5,000 and C$10,000.
The circumvention of digital locks would
be prohibited, as would the
manufacture, import of sale of devices
that can circumvent technological
prevention measures.

CT: In Europe, disputes about domain
names are being superseded by disputes
about the use of trademarks in metatags
and keyword advertising. The German
courts tend to hold that the unauthorised
use of trademarks as metatags constitutes
trademark infringement, whereas the legal
situation with respect to keyword
advertising is still unclear. On March 23
2010 the Court of Justice of the European
Union (ECJ) decided that the unauthorised
use of trademarks as keywords can, under
certain circumstances, constitute a violation
of trademark rights. Even if the decision still
leaves many questions unanswered, it has
become clear that brand owners may also
have rights against the unauthorised
advertiser. Whether the brand owner should
target the site operator or individual
advertisers depends on the circumstances of
84 World Trademark Review October/November 2010
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the case, as well as the brand owner’s
intention, but the decision shows that it will
be difficult to obtain damages from the site
operator directly.

JLRZ: Although the Mexican courts are yet
to issue definitive criteria on the liability of
online auction sites, it is generally accepted
that the main responsibility for posting a
counterfeit item for sale rests with the
individual who is advertising/selling such
item, and thus the auction site can put
forward several arguments in its defence.
However, in view of the significant increase
in website auctions involving counterfeit
goods, major internet sites in Mexico do
have IP protection programmes where you
can have the advertisement taken down
within 24 hours after you notify the site
administrator of the infringement, as long
as you were previously credited to be the
legitimate trademark/copyright owner or
legitimate representative. This is
independent of the sanctions that can be
exerted or derived from a formal legal
action brought against the advertiser/seller
if enough evidence is gathered.
Back in the physical world, what are the
‘must-have’ clauses to be included in
manufacturing, distribution and other
supply chain contracts to prevent
counterfeiting and grey marketing?
LL: I would suggest a number of elements.
There should be no right to sell ‘seconds’
and you need to include the right to
conduct audits of factories. Additionally,
ensure that there is no right to sell to
anyone other than the brand owner and
utilise effective security features on labels,
packaging and\or products, typically
including overt/covert/forensic markers.
Finally, include a system to control security
labels or the number of times that a security
feature is implemented.
CT: All efforts to fight counterfeits should
start as early as possible, which means that
www.WorldTrademarkReview.com
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manufacturing and supply chain contracts
should contain clauses and strategies
regarding potential counterfeiting. One of
the most important things that a company
can do is to carry out due diligence on
manufacturers and suppliers and monitor
their operations with vigilance.
It should be made clear to the
manufacturer that irregulars should be
destroyed and that additional production
lines (eg, during night shifts) will not be
tolerated. More often than not, counterfeits
are made by the same factories that
manufacture the original goods. In
addition, the goal should be distribution
through a central location – if you
consistently ship your product from one
address, customs agents will have an easier
time identifying a fake if it comes from a
different address. The same holds true for
shipments you receive – especially if you
are receiving shipments from Asia.
VB: While it is worth noting that no ‘musthave’ contractual clauses can safeguard
against counterfeiting, when concluding a
contract the trademark owner should
investigate potential partners and conclude
contracts only with reliable partners. There
are cases where partners in trade sell
counterfeit goods alongside the originals.
In such cases, occasional checks can rectify
the situation if the partner does not stick to
its goodwill obligations.
Grey marketing is a separate issue and
the Russian courts have no definite legal
position on grey imports. The initiation of a
number of civil cases on the subject would
help to solve this problem, but unfortunately
brand owners seldom take such action.
With regard to copyright, Russian law
unequivocally forbids parallel imports and
Customs will initiate administrative cases
against copyright infringers.
JLRZ: Besides keeping a close eye on
inventories and trademark/copyright use
through precise accounting and trade
controls, we would also recommend that
commercial agreements include clauses
that recognise the ownership of the IP
rights involved and restrict the use of these
rights, allowing such use only for the
specific and exclusive activities for which
the agreement/commercial arrangement
was drafted. Additionally, create an
obligation that allows the brand owner to
conduct periodic audit/supervision
procedures and provide for economic
sanctions or penalties in case of breach of
the agreement. Finally, establish a
mechanism both to identify and to
www.WorldTrademarkReview.com
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quantify the original items that are to be
produced, distributed or sold in such a way
that surplus or ‘extra’ items can be legally
deemed as counterfeits.
Mexican law follows the ‘exhaustion of
rights’ theory. This is important as the law
foresees this as a specific exclusion of
liability from trademark infringement
and/or counterfeiting. As a consequence,
parallel imports or grey market goods are
not regarded by law as illegal per se and
thus, from an IP perspective, there are no
legal remedies to counter them.
JE: There is still some cultural reluctance to
entering into detailed agreements of this kind
in the Middle East. A number of principles
should be incorporated into any such
agreement, but more importantly,
relationships with suppliers need to be actively
managed to ensure that the terms of the
agreement are understood and respected.
One principle to include is that the
brand owner alone is responsible for
protecting its intellectual property, as local
companies occasionally apply to register
trademarks in their own name.

Consideration should also be given to
developing and protecting Arabic branding
and who will be responsible for this.
In addition, ask the supplier to provide
assistance in relation to the recordal of any
licence – recording the trademark licence
(which is mandatory in most countries in
the Middle East) against the registration will
ensure that the licensee’s use constitutes
‘genuine use’ of the mark, and that the
registration does not become vulnerable to
cancellation for non-use.
Other clauses should include the
consequences of termination (eg, the
delivery of materials and machinery when
the licence ends, as some suppliers continue
to manufacture goods under the brand
owner’s mark and sell these in the territory
after the agreement has ended), and
effective rights to audit suppliers’ work
practices and records. Specify how
infringement issues will be tackled and
consider commercial agency registration – a
registered commercial agent has the right to
request that law enforcement authorities
detain genuine products that are being
imported into the territory or offered for
sale in the territory by third parties without
the agent’s consent. However, this is the
right of the agent, not the brand owner, and
there are commercial risks that should be
considered (eg, it is hard to end the
relationship and compensation may be due
to the agent upon termination).
All the activities we have discussed
require financial investment. What
arguments can in-house counsel make to
secure additional budget, or to
demonstrate the need for additional
resources, to fight anti-counterfeiting in
these difficult economic times?
JE: Unfortunately, counterfeiting tends to
increase in times of economic hardship as
consumers seek a ‘bargain’, so an economic
downturn is not the time to reduce anticounterfeiting activity. Anti-counterfeiting
campaigns should rather be seen as
supporting the business in difficult
economic times by removing cheaper
counterfeit products from the market and
encouraging consumers to purchase
legitimate products. Therefore, education is
more important than ever. Many countries
still present challenging environments in
which to take action against counterfeiters,
which run large and complex businesses
and are skilled at hiding their activities from
the authorities. It is important that the
business understands that not every case
will succeed, and that in order to stay one
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step ahead, it must learn lessons from each
case and adjust its strategies as necessary.
CT: One of the main arguments to use is
loss of reputation. Counterfeits are usually
of poor quality and counterfeiters have no
regard for consumers’ personal safety.
Additionally, customers who do not know
the original product in detail might
attribute the poor quality to the brand
owner, which might lead to a loss of
reputation.
A gullible or confused consumer may
believe that a knock-off is genuine and then
be upset with the brand owner when the
counterfeit proves defective. Another issue
is that the original buyer of a luxury
product might not want to buy the product
again and be lost as a potential future
customer if low-cost (fake) products are
suddenly available everywhere.
VB: This is an important point. In-house
counsel can argue that the sale of
counterfeit products ruins the market for
original traders. Aside from satisfying
demand for the goods from alternative and
unreliable sources, counterfeit goods are of
inferior quality and this works to the
particular detriment of the brand owner.
Ultimately, the image of a trademark suffers
most because of the poor quality of the
counterfeit goods.
JLRZ: Companies need to be aware that
cutting back on enforcement activity may
not be the best decision when slashing
budgets, because if the counterfeits expand
rapidly on the market as a result, the
consumer base may perceive this as a loss of
exclusivity and even a loss of brand identity,
which in turn could cause long-term
damage to the brand and corporate image.
In addition, if the market is flooded with
counterfeit products, companies face the
threat of legal liability deriving from the
poor quality of fake products.
There are several examples of
companies that have thrived from the
systematic violation of IP rights owned by
successful companies. Once such entities
have obtained sufficient capital from the
manufacture, sale and distribution of
counterfeits or IP-infringing goods to
become ‘legitimate’ businesses, they can
emerge as some of the toughest
competitors to the same established
companies whose goods they once pirated.
This may seem alarmist, but many oncesuccessful brands have lost their presence in
the market and had to shut down their
operations in some countries because of the
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market share can be increased by reducing
the sale of counterfeit goods. Similarly,
gather empirical data to show how
counterfeit goods affect your market share –
this data can be very persuasive.
Track returns for warranty repair and
honour warranties only on authentic items.
Track lost or reduced
sales/deliveries/cancelled orders – behind
every threatened cancellation there are
others who don’t threaten, but simply don’t
re-order. We have been involved in scenarios
where clients have been able to demonstrate
the need for additional resources through
these methods (although they do not work
in all cases).
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poor management of their IP rights.
A textbook example of this dates from
the mid-to-late 1980s (coincidentally, at the
height of a serious regional economic crisis
in Mexico and in other Latin American
countries), when a French sportswear and
designer clothing brand almost disappeared
due to poor enforcement and a general
lack of judicious management of its
trademark rights.
This situation proved very hard to
amend and took some years and a lot of
financial resources to correct, but
fortunately, today the brand possesses a
very good image and enjoys an excellent
market position – due in large part to
changes in its IP enforcement policy and the
aggressive protection of its IP rights
portfolio since then.
GSD: I’d offer a few practical tips. If you can
gather empirical data, demonstrate that

Where no extra budget is available, what
are the most effective ways of controlling
costs to free up existing budget?
CT: By conducting border seizures, the
customs authorities offer brand owners an
effective and relatively cheap means of
combating counterfeiting. Wherever possible,
try to take advantage of existing
bilateral/multilateral regulations. One of these
is EU Regulation 1383/2003, which allows an
applicant for customs action to apply for EUwide border controls rather than on a countryby-country basis. This reduces costs
dramatically – the applicant can file an
application in a single EU member state and, at
the same time, request action in as many (or
all) of the other 27 member states as coverage
is required.
In order to reduce costs further, consider
the importance of the specific market area.
If the counterfeiter is active in several
countries, it is often sufficient to take legal
action in its main market areas to stop it
from selling infringing products. In
addition, it is recommended to instruct
local counsel precisely on cases of interest
and cases which need not be reported (eg,
cases involving fewer than 10 counterfeit
items might not be pursued).
Last but not least, it is also important to
ensure the flow of information between local
counsel. It is very likely that an attorney in
one country may benefit from pending
border seizure cases in another, as he or she
might become aware of useful and/or new
information. Cooperation and teamwork
between colleagues in different countries
can save lots of work, and thus costs.
LL: On this issue of professional service
providers, negotiate ‘best rate’ scenarios. For
some, this could be a flat rate for particular
aspects of the work required; for others, a rate
based on volume or recoveries. You should
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also review prospective disbursement costs in
advance of retaining the service provider,
have an approval procedure for all files or
potential files and agree to pay accounts only
on pre-approved files with internal file
numbers. You could also look to share costs
with other brand owners – either by using the
same service provider or by compelling
different service providers to divide costs and
work with others.
JLRZ: In general, there are a few key aspects to
achieving cost savings. First, do your
homework. In most cases, investigations into
the true size and specific circumstances of
the problem are not only a wise investment,
but also the only way to identify the best
available option from a cost-benefit point of
view and translate that into significant
savings at the moment legal action is
undertaken.
Next, plan ahead. If you have conducted a
proper evaluation of the situation and
adjusted your goals accordingly, there are
fewer risks of encountering unwelcome
surprises, such as unplanned expenses and
hidden costs, along the way. Finally, consult
with an accredited professional who knows
the local jurisdiction.
This may seem pretty obvious, but when
dealing with these subjects, it is best to work
with specialised professionals who have both
the experience and the capability to assist
brand owners to solve whatever
counterfeiting problem they may have in the
most effective and cost-efficient manner.
VB: Perhaps unexpectedly, my
recommendation would be to pursue all
infringers, because they are highly attuned to
the brand owner’s approach to the protection
of its rights. Whenever an infringer sees that
the brand owner is taking a zero-tolerance
approach to counterfeiting, it will switch to
another brand owner which is not so zealous
in the protection of its rights. So in the long
run, paying attention to each case of
infringement does save money.
JE: This is an important point – although
short-term actions may seem to offer value
for money, an effective long-term strategy
will afford greater cost savings over time,
allowing saved budget to be redirected
against new or more complex types of
infringement which emerge as direct
counterfeits are removed from the
marketplace.
One critical item in the Middle East is to
invest in working with authorities with a
long-term view of the relationship – the
investment involved in engaging and
www.WorldTrademarkReview.com

back, the less likely it is that its brand will be
counterfeited. Even a young company with
limited resources can fight back – smart,
continued and creative action will reduce the
availability of counterfeit goods.
One of the most effective tools against
counterfeiting is a preliminary injunction.
The rather low requirements for obtaining a
preliminary injunction in Germany often
surprise colleagues from foreign countries.
In cases where the facts are more or less
unambiguous, the brand owner can obtain
an enforceable title within a few days
– sometimes even within a few hours – by
means of which it can prohibit the infringer
from selling the counterfeit goods.
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supporting the relevant authorities will
eventually result in lower per-action cost.
Are there any other issues you would like
to raise before we conclude the discussion?
VB: It is worth bearing in mind that the
customs union I mentioned earlier is a
novelty in Russia. Many questions in respect
of the regulations cannot yet be answered –
for instance, how goods will move from one
country of the union to another and what
the situation with customs control will be
when a trademark is registered in one
country or another.
It should be possible to answer these
questions after adoption of the relevant
union regulations and at least several
months of practice.

GSD: To conclude, I would like to highlight
the need to engage the public in the right
way. Those who deal with the problem of
counterfeiting on a consistent basis are
aware of the extent of this growing problem.
The public need to be educated about
the problem without resorting to scare
tactics and without always pointing to the
links to organised crime and terrorism
which clearly exist, but are not easily
perceptible to the public. The public needs
to be educated about why they should care
about this for themselves and their families.
In our experience, making the issue
personal produces a more immediate and
tangible result.
JLRZ: To achieve this, I’d consider deploying
a well-planned media campaign aimed to
reach the general public – one that should
include not only the successful anticounterfeiting actions (eg, raids that
resulted in the seizure of thousands of fake
items and the arrest of the people involved
in their trafficking), but also the advantages
of buying original items, and thus
communicate both the legal consequences
of engaging illegal activities by infringing IP
rights and the responsibility that
consumers have when buying pirated or
fake articles. WTR

CT: Our ultimate recommendation is to have
a zero-tolerance policy. As mentioned earlier,
the more that a company is known to fight
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