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1. The contents of this report are based on research, interviews and replies
from conpani es and Governnents to questionnaires that were specially prepared by
the UN/ UN/ ECE secretariat.l/ The purpose of this report is to identify practical,
concrete recomendati ons that can be inplenented effectively in the transition
econom es of central and eastern Europe and the Commonweal th of | ndependent States
(cas).

2. This report was made avail able as part of the docunmentation for the Forum on
“Enforcing and Protecting Intellectual Property Rights in the Countries of Centra
and Eastern Europe and the CIS’, 26 Cctober 1998. It was discussed and its
recomrendations finalized by the Working Party on International Contract Practices
in Industry (WP.5) on 27 COctober. It is reproduced by the secretariat as
background information for item 7(a) of the provisional agenda which will discuss
t he establishnent of an advisory group.

1/ A copy of the two questionnaires used for this purpose can be found in the
annex to UV UN ECE Information Bulletin, No 2, August 1998 ( TRADE/ WP. 5/ 1998/ 3).

GE. 99- 31175
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B. MAI' N HI GHLI GHTS OF RECOMVENDATI ONS (as found in paragraphs 73-76)

The private sector has a role to play in the protection and enforcenent of
| PRs. Governments and the private sector need to work together to devel op the
right conditions for effective enforcenent.

Laws protecting intellectual property rights (IPRs) can only be effective if
they are properly enforced. Many new | aws are not enforced because of a |ack

of resources and/or a lack of will (due to an indadequate understandi ng of
the inportance of IPRs) on the part of the authorities and the enforcenent
agenci es.

Domesti ¢ conpani es should be encouraged and assisted to make use of their
| PRs.

Better coordination of IPR issues is required at the national |evel, by the
creation of national intellectual property units, special task forces or
ot her such bodi es.

An international advisory group, under the auspices of UNECE and in
cooperation with the Wrld Intellectual Property Organi zati on (W PO,
conposed of representatives of both the public and the private sector should
be established to devel op a constructive dial ogue between the private sector
and i ndi vi dual Governnments and to inplenent the recomendati ons of the Forum
within the region in a spirit of mutual cooperation and support.

C. NATURE AND SCOPE OF THE PROBLEM ENFORCEMENT AND PROTECTION OF I PRs I N THE
TRANSI TI ON ECONOM ES:

3. Accessi bl e, sufficient and adequately funded arrangenents for the protection
and enforcement of intellectual property rights (IPRs) are crucial for the
econom ¢ devel opnent of the transition econom es of central and eastern Europe and
the CI'S. Owmers of rights nmust be able to register, buy, sell, transfer, license
and enforce their rights in a speedy and fair way, which is not unnecessarily
costly or conplicated.

4, In the region, however, the ability of rights holders to obtain and exercise
these rights is hanpered in a nunber of ways: the slow pace of |egal proceedings,
the lack of know edge about and the difficulties and high costs associated with
the registration of such rights, the low | evel of damages and ot her renedies
awarded by courts in cases where rights have been infringed, the weakness and the
| ack of authority of the custonms adm nistrations in tackling the cross-border
trade in counterfeits, etc. Al conpanies keenly feel the need for inprovenent,
but in particular the representatives of the foll ow ng:
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C newmy privatized enterprises that need to protect their ownership rights over
their intellectual property in their home markets and abroad, and to generate
revenue fromtheir sale or |icensing;

C smal |l firms who need a conducive and secure environment from conpetitors to
devel op their new ideas into marketable products;

C foreign enterprises whose goods and services are vulnerable to counterfeiting
or copyi ng;

C joint ventures between donmestic and foreign firms to devel op technol ogy,
share R and D and devel op products and processes in high technol ogy
i ndustries.

5. The econom c i npact of weak enforcement and protection is difficult to

quantify precisely; however, suffice it to say that as a result of the absence of
an efficient IPR system the growh of these conpanies’ activities and
consequently investment, trade and new enterprise devel opnent, suffer.

6. Governnents are aware of the need to devel op an appropriate system of |PR
protection and enforcement. There are many rel ated standards, conventions and
practices, e.g. the Trade-Rel ated Aspects of Intellectual Property Rights (TRIPS)
agreenment of the World Trade Organization (WO, various conventions of WPO and

t he European Union which set the paraneters for Governnents in creating such a
regine. Problems, however, are found in the enforcenent of these guidelines. Many
of the institutions responsible for their inplementation - the judiciary, custons,
police, patent offices, trading standards officials, certification agencies,

nati onal prosecutors, etc. - have little or no experience in this area or in the
undertaki ng of a range of conpletely new enforcenent procedures. All this
requires capacity building, training and support.

7. The Forum net with a twofold purpose; namely, to identify:

C The tasks that need to be undertaken by Governnents to inprove the protection
and enforcenent of IPRs in the countries of central and eastern Europe and
the CI'S;

C The potential roles that a specialized group, involving experts fromthe

public and private sectors and involving the rights holders, under the joint
auspi ces of UN UN ECE and W PO, might play in assisting the Governments of
the transition econonmes in this area.

l. WHAT ARE | NTELLECTUAL PROPERTY RI GHTS?

8. Most econom sts recogni ze that for markets to work efficiently there nust be
a well-protected system of property rights. Intellectual property is one
conponent. It consists of new products, designs, etc. whose creators have their
rights protected by the law in the form of patents, copyrights, trademarks,

i ndustrial designs, etc. which prevent their work from being copied or imtated

wi t hout their consent.
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Pat ent s
9. Patents protect the invention of new products and processes in scientific

fields such as biotechnol ogy, electronics, new materials, pharnmaceuticals and
chem cal s. Patent rights are exclusive rights. Once an owner has been given a
patent, that right is infringed by anyone who makes, uses or sells an article, or
utilizes a process which falls within the scope of the nonopoly right granted by
the patent for alimted period of tine. 2/

Regi st ered desi gns

10. Designs relate to shapes and configuration, including | ayout designs
(topographies) of integrated circuits. The proprietor can protect the shape and
configuration or the decorative features of a design provided they are original.
Regi stration gives the owner the exclusive right to manufacture and market any
article in respect of which the design is registered for a limted period of tine.

Copyri ght
11. Copyrights protect the authors of creative works such as books, nusic and
computer software. For a copyright work to be infringed there nust be copying of
the work or of a substantial part of it.

Trade marks
12. Trade marks are words, synbols, etc. for the identification of a particular
producer’s service(s). A trade mark registration gives the owner the exclusive
right to use the mark.

Pl ant varieties
13. Protection provides sui generis exclusive rights in plant varieties based on
the nodel of the 1978 International Union for the Protection of New Varieties of
Pl ant .

Trade secrets

14. Protection is given to confidential information and does not require
registration or formalities.

2/ Not everything can be patented. The product, process, etc. nmust be new,
non- obvi ous and useful. In some industries, successful devel opnent of new
products does not always depend on patenting. Sonme firms indeed prefer secrecy to
public registration. It is inportant to renenber that patent rights are
territorial. If an infringing article is manufactured or marketed in a territory
where a conpany has no patent registered, then there can be no infringenment in
that territory and no redress.
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15. Behi nd such legal terns are assets of great value to enterprises and
econom es alike. One type of trademark, for exanmple, is a company’s “brand” which
may have beconme, with globalization, a nmost sought after commdity. For many
enterprises, their “brands” are their single nost valuable asset. There is a
greater appreciation than ever before of the value of intellectual capital. It has
beconme part of the information economy: conpanies succeed or fail on the basis of
t heir management and devel opnent of these assets.3/

. | NTELLECTUAL PROPERTY RI GHTS AND ECONOM C DEVELOPMENT | N CENTRAL AND
EASTERN EUROPE AND THE COVMONWEALTH OF | NDEPENDENT STATES

16. Al l econom es, at whatever stage of devel opnent, have an interest in the
protection and enforcement of intellectual property rights. National econom es
suffer costs fromcounterfeiting and copying of goods in the form of export and
job losses, losses fromtax revenue, etc. Consumers need to be protected from
associ ated health and safety risks. Conpanies |ose direct sales, becone exposed to
product liability clainm and because of constant copying, suffer fromthe

underm ning of the integrity of their products. In addition, there are a nunber of
specific reasons why the countries of central and eastern Europe and the CI'S,
post-privatization, have an interest in establishing an appropriate |IPR regine.

17. First, many newy privatized enterprises find thenselves in a precarious
financial position and need to exploit their own intellectual property better.
Assets such as patents or trademarks can be used as collateral for raising finance
from banks or for revenue raising fromtheir sale or licensing. In the past, such
assets generally bel onged exclusively to the State, were not traded, and had no
real commercial val ue

18. Secondly, enterprises in transition econonies nust be able to protect their
ri ghts agai nst foreign conpetitors who m ght seek to “steal” new i deas and
technol ogi es and pass themoff as their own in western markets. Transition
econom es need strong patent offices which can help these conpanies with donestic
registration and filing of intellectual property and with advice on registration
and filing abroad.

19. Thirdly, enterprises need to undertake nore research and devel opment. To
date, the econom es in eastern Europe and the CI'S suffer froma |ack of val ue-
added production. As a general trend, in an effort to survive enterprises have
focused their production on | ow val ue-added products using cheap | abour or natura

resources. However, their long-term econom c success will have to be built on
fast-grow ng, nodern, high technology industries rather than cheap | abour and
natural resources. They will need to build advantages in a technol ogy-based and

know edge- based econony and derive a greater proportion of the value added in

3/ See “Intellectual Capital: The New Weal th of Organisations”, Thomas A.
Stewart, Doubl eday, 1997
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their econom es frominnovation - not only in respect of products, but also in
respect of processes and their application; and not only in respect of
manuf acturi ng but also in services.

20. Fourthly, a better guality of foreign direct investnent and transfer of
foreign technol ogy and know-how is required if this restructuring and
technol ogi cal upgrading is to be achieved.

21. Fifthly, enterprises in eastern Europe and the CIS nust find ways to enter
into the strategic alliances that have been forged in recent years between | arge
conpani es in nost high technol ogy industries such as conputers, sem conductors,
sof tware, tel ecomruni cations, biotechnology, etc. Participation in these alliances
has becone an inportant elenent in the integration of transition economes in the
gl obal econony. Conpanies who seek entry into these alliances nmust have sonething
to bring, i.e. a new product or process and they nust have secure | egal ownership
over their assets.

Enf orcenent of |IPRs has contributed to the success of the I|Indian Software
I ndustry

I ndi a has adopted various tools for enforcing IPRs in India, including the
anmendnment of the Copyright Act thus making it one of the npbst stringent acts in
the world. This active support by the Government has increased the appreciation
of the significance of IPRs and fostered growi ng relationships with

i nternational customers.

Year Percentage of piracy Software industry revenues
(in mllions of rupees)

1993-94 89 17,150

1994- 95 76 26, 050

1995- 96 68 41,900

1996- 97 63 63, 100

1997-98 60 104, 000

Source: NASSCOM ( National Association of Software and Service Conpanies, |ndia).

22. None of these goals - raising funds, transfer of technol ogy, higher value
added production, nore R&D - can be fully realized unless the IPR reginme offers
adequat e protection and enforcement. Wiile it is true to say that nost of the
foreign direct investnment (FDI) that has entered eastern Europe and the CI'S would
have cone irrespective of |IPR enforcenent, the higher quality FDI that is required
will be deterred by an inadequate IPR regine. In the sane way, R and Dis
undertaken even where weak enforcenment exists because there are many non-
commerci al reasons why inventors invent new products and processes. Cenerally,
however, investors will not meke investments in R&D where there is a relatively
high risk that the invention will be stolen. There is thus a strong case for

i mproving the IPRreginme. An effective IPRreginme is an essential ingredient to
success for a higher quality of FDI and a better quality of trade and investnent.
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In the conditions existing in many transition econom es - uncl ear ownership
rights, limted access to financing, prevailing insecurity - the best security for
enterprises is, in all cases, to acquire patents and other relevant rights over
their intellectual property.

[11. NATURE OF THE | NTELLECTUAL PROPERTY RI GHTS SYSTEM | N CENTRAL AND EASTERN
EUROPE AND THE COMMONWEALTH OF | NDEPENDENT STATES

23. The Governnents of central and eastern Europe recogni ze the inportant
econom ¢ benefits that can arise from anappropriate and an investor friendly IPR
system New | aws have been enacted in support of such a system But there has been
in the region, as elsewhere, a hiatus between the enactnment of new |l egislation in
this area and its enforcement through the necessary |egal institutions and
enforcenent agencies etc. This hiatus, or gap, is caused by the | ack of resources
that Governments have for enforcenment, or a lack of will or awareness, or the
sheer pressure they face fromother priorities on their policy agendas.

24, The size of the gap varies considerably anongst the countries in the region

C In sone, particularly in central Europe and the Baltic States, progress has
been made al though there is still work to be done.
C In others, particularly in some CI'S countries, nore work is especially needed

on the training of the right personnel in enforcenent and the devel opnment of
IPRs in a market-oriented way.

25. As a result of this gap, or hiatus, the IPRreginme in the transition
econom es has a nunber of inportant characteristics.

Preval ence of infringenents

26. Copyright infringenent: The piracy of audio-visual material and software has
been anong the nost frequent forms of IP infringenment. Foreign and, increasingly,
donestic conmpanies are suffering fromthe absence of adequate enforcenent.
According to Business Software Alliance (BSA), the piracy rate of the transition
econom es as a whole was 77 per cent in 1997 conpared with the western European
region rate of 39 per cent. The countries with the highest rates were

Bul gari a(93%, the CIS |l ess the Russian Federation (92%, and the Russian
Federation (89% . 4/

27. Trade mark (brand) infringements This is the npost comon type of
infringenent and it frequently affects conpanies with world-renowned | abels. The
newness of registration has also been a source of problenms. 1In Russia, for
example, the new office for registration has operated on afirst to file basis,

whi ch has resulted in a “business” of registering trademarks, both foreign and

4/ Business Software Alliance (BSA) worl d-w de nenbers include Adobe,
Aut odesk, Bentley Systens, Lotus Devel opnent, M crosoft, Novell and Symantec.
Addi ti onal menbers of BSA's policy Council include: Apple conputer, Conpaq,
Di gital Equi pment Corp., IBM Intel, Intuit and Sybase.



TRADE/ 1999/ 5
page 8

Russi an, and then offering them back to the original owners for a ransom This
practice has become quite w despread because the | egal means to oppose such
practices are inadequate.

28. Patent infringenments: Except in the case of the pharmaceutical conpanies,
where there is a problemto be addressed, such infringenents are not so frequently
mentioned in the transition econom es. However, there is increasing evidence of

i nfringenents of the patents of eastern European rights’ holders in the west.

29. Trade secrets: Persistent infringenments by forner enpl oyees of western
conpani es and joint ventures in the transition econom es have been reported.

30. O her overall characteristics of IPR infringement that have been noted:

C Infringenents often tend to be large scale in nature and organi zed by crim nal
gangs. Mdre recently, large |ocal custoners have directly ordered counterfeits
from Asi an countries, showing an ability: to obtain supplies fromfar away,
wi thout internediaries; and to provide the manufacturer with the necessary
instructions (designs etc.) These larger |ocal customers who are willing to
invest in counterfeit goods tend, in contrast to earlier patterns, to be
genui ne “entrepreneurs”, not crimnal organizations.

C It is difficult to characterize the problens in the region as being either one
of the manufacture of counterfeits and copied goods or sinply of the
di stribution of goods manufactured el sewhere. Many pirated software goods and
desi gner clothes are inported fromAsia; and the Baltic countries have becone
i mportant transit routes in this trade. Ot her types of goods, such as
pharmaceuti cal s and al coholic beverages, are nmanufactured |ocally. |Indeed, sone
of the local manufacturers have thensel ves become exporters of counterfeits to
ot her regions. Manufacture of goods occurs everywhere but southeast Europe was
particularly identified as an inmportant |ocation of the production of copied
and counterfeit goods.

C Infringenments of IPRs in central and eastern Europe and the CI'S are generally
nmore frequent than in other regions, although sone of the central European
countries and Baltic countries have recorded nmajor inprovenents.

C Local officials are reported to be involved in some of these activities.
Brain drain

31. Uncertainty over whether innovators and entrepreneurs can receive rewards from
devel oping their new ideas | eads to the physical nmovenent of persons to countries
where enforcenent and protection is nore secure. In Bulgaria, there has been an
exodus of experts in conputer software to other countries, particularly the United
States and Canada. There are, of course, other reasons to explain this “brain drain”
phenonenon, e.g. quality of life, financial opportunity, and technol ogica
infrastructure but the issue of enforceable |IPR standards not being at a
sufficiently high level is a major factor in explaining its prevalence in countries
in the region.
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Limted transfer of technology fromthe west

32. The weakness of legislation for protecting trade secrets has affected the
nature of technology transfer into eastern Europe and particularly to CIS countries
where, for exanple, weaknesses have been identified in Ukraine and the Russian
Federation. Enterprises are not introducing the |atest technol ogies for fear of
their being stolen by enployees. Laws on joint ventures are also unclear about the
rights of ownership and the powers of the donestic partner to use the IP of the
foreign partner. As a result of such weaknesses foreign enterprises are reluctant to
| ocate their R&D activities in the region.

Relatively little use by donmestic firns of trademarks and patents

33. Few donestic conpani es bother to register patents or trademarks because of poor
enforcenent. 1In Belarus, for exanple, less than a hundred applications are filed
annual ly. Poor enforcenent is the main disincentive because potential IP holders are
afraid of incurring high Iegal charges for litigation in order to enforce their
rights. Sone change has taken place, however, in Russia. There the nunber of

resi dent as opposed to non-resident firms filing patents and registering trademarks
has been increasing as donestic conpanies begin to use their intellectual property
increasingly for raising finance. Intellectual property rights (or licences) are
often contributed as the foundation capital to new businesses or joint ventures in
the formof patent rights, trademarks, copyrights. 5/

34. Overall, domestic conpanies do not recogni ze the value of their intellectua
property as nmuch as their western counterparts do. Even in Russia, where awareness
of the value of IPRs is growi ng, western conpanies are far nore active in
enforcenent. This is because: (a) they regard their IP rights as nore val uable than
Russi an compani es and al so because failure to protect their rights in one
jurisdiction may adversely affect simlar rights in other countries; and (b) there
is a deep-seated distrust in the |law enforcement systens inherited fromthe time of
the fornmer Union of Soviet Socialist Republics, which is not easy to overcone.

5/ Licensing and assignnents of brands is increasing and by sone estimates is
bei ng done nearly as much by domestic conpanies as foreign ones. |In general the
number of resident applications to register trademarks has increased nmarkedly. Sone
10 to 15 years ago Russian applicants filed annually about 3,000 to 5,000 trademark
applications, of which about 60 per cent were those of foreign conpanies. Now this
nunber is about 15,000. 1In total, from 1992 to 1996, Russian applicants filed
75,050 applications to register trademarks. For conparison sake, the nunber of for
patents or trademarks. The picture is sinlar when exam ning the nunber of
enterprises fromthe transition econonmies that register their IPRs abroad. In the
United States, in 1993 only one transition econony - Hungary - was found anong the
top 20 foreign countries whose residents received a United States patent.
trademark applications in the same period filed by foreigners constituted 49,578
i ncluding those filed under the Madrid Agreement, which amounted to around 40 per
cent of the total
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35. Nevert hel ess, the total nunber of those registering IPRs in Russia is small in
relation to other countries according to data produced by WPQO. El sewhere in many
transition econonm es, non-residents far outnunber residents as applicants for
patents or trademarks. The picture is simlar when exam ning the nunber of
enterprises fromthe transition econonmes that register their IPRs abroad. 1In the
United States, in 1993 only one transition econony - Hungary - was found anong the
top 20 foreign countries whose residents received a United States patent.

V. WAYS AND MEANS OF | MPROVI NG THE PROTECTI ON AND ENFORCEMENT OF | NTELLECTUAL
PROPERTY RI GHTS I N THE TRANSI TI ON ECONOM ES

Overal |l objectives and general principles
Part nershi ps between the public and the private Sector

36. Governnments can do much to inprove the protection and enforcenment of
intellectual property rights, but because this involves new resources, speciali st
know edge, training, etc., the burden needs to be shared with the private sector in
a partnership. However, to be effective, such a partnership needs careful

consi deration and pl anni ng.

37. The private sector can assist officials in training, in learning to identify
counterfeit goods, in raising awareness on the value of brands to conpanies, etc.

but they need to see sonething in return fromthis effort. They often help
enforcenment officers but are frustrated when the police, custons, etc. are sonetines
reluctant to informthem afterwards of the outcone of processes undertaken to
uncover IPR infringenments. By the sanme token, if governnents do help in achieving
better enforcenment they will want to see commtnent fromenterprises in the form of
greater trade and investments. Partnerships have to be a two-way process. They do
not need to be formal, but the parties have to understand their respective roles.

“Sust ai nabl e enforcenent”

38. The issue of enforcenent involves nore than strengthening and tightening
enforcenent procedures. Enforcenment should be nmade “sustai nable” by building up a

| ocal “clientele” of businesses able and willing to support enforcenent of |PRs
thensel ves. “Sustainable enforcenment” inplies encouragi ng donestic enterprises to
becone aware of the need to protect and enforce their intellectual property rights
by assisting themin building their capabilities in the very industries where |IPRs
are infringed, nanely the software, audio-visual, fast-noving branded consuner goods
sector, pharmaceuticals, etc. Orders of closure on illegal CD ROM manufacturers, for
exanple, will only remain in force if |ocal conpanies and/or legitimte donmestic
production are encouraged in their place. Success has occurred in Poland, Estonia,
etc. because |ocal enterprises have been in the forefront of raising enforcenent
problens with | ocal agencies. Wthout sustainable policies there is nore |ikelihood
that, after some time has el apsed, the problens will reoccur
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39. Thus, the objectives for a progranme to protect and enforce | PRs nmust focus
si mul t aneously on:

(i) countering copying and counterfeiting in those industries where
i nfringenents have occurred;
(ii) devel opi ng the donestic industry’ s use of |PRs.

TRI PS Agr eenent

40. There are already major standards and conventions for constructing appropriate
I PR regi nes, which should formthe basis for legislation; there is no point in
“reinventing the wheel”. Efforts have, for exanple, been made in the TRIPS agreenent
to establish standards concerning the enforcenment of IPRs (Part I11: Articles 41 to
61). Al enforcenent procedures nust neet a number of general obligations in order
to ensure effectiveness and due process. In addition, the Agreenent provides for
general safeguards, injunctions, danages, border nmeasures, provisional measures and
crimnal penalties to ensure fair, effective and equitabl e proceedings.

41. However, the Agreement does |eave discretion to policy nmakers and sone of the
provisions are witten in relatively general |anguage, which my give rise to
problens of interpretation. In addition, there is a transitional period available to
many transition econoni es before they are required to inplenent the TRI PS

agreenent. 6/ In fact, the Czech Republic has been the only country fromthe
transition econom es that has not exercised the option of using the four-year
transition period for inplementing the WIO Agreement on Trade Rel ated Aspects of
Intell ectual Property Rights.

A. Priority tasks
42. The tasks, which should be tackled as a priority, are the follow ng:

Establish the | egal basis
Create real deterrence

Cbtain nore resources

Counter blatant infringenents
Secur e border crossings

OO0 0O0

Establish the | egal basis

43. Not hi ng can be secured until all the laws protecting IPRs are on the statute
book. Copyright |aws, patent |aws, trademark | aws, etc. shoul d be updated and
enacted as quickly as possible. In addition, WPO conventions nust be conplied with
and ratified. Mich progress had been achieved but there are still some gaps, e.g.
trade secret |aws, which act as a disincentive to foreign conpanies to transfer
their latest technol ogies. Less progress has been achieved generally with regard to
the enabling | egislation designed to give powers to enforcenment agencies to protect

| PRs.

6/ There is concern that not enough is being done to help countries with
compliance in the deadline set under the agreement.
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44, Enf orcenent of actual |laws remains the nost difficult area. Judges have often
little experience in dealing with cases of intellectual property violations. Quick
action that can help those bringing cases under the laws is not always avail abl e.
Prelimnary or interlocutory injunctionsfor exanple, should be provided so that

ri ghts holders do not suffer |osses while waiting for the outcone of civi

proceedi ngs. Obtaining evidence and gai ning access to information about the
violators of rights is often very difficult. Under these circunstances, provision
shoul d be made to permt them being obtainedex parte (i.e. without notice to the
defendant) after a hearing heldin camera (i.e. in closed court or a judge’'s
chambers). Wth regard specifically to the transition economes, it is inmportant
that right holders receive quick information inEnglish or another |anguage comonly
used in international trade. Some cases have occurred where the rights hol ders have
been informed in the I ocal |anguage by | ocal custons service that a seizure has
occurred and that they have a few days to assign the case before the local tribunal
However, invariably, the rights holders were not able to understand the nessages
until after the terns had expired and the goods had been rel eased.

45. In addition, other types of injunctions can be used to ensure that those
i nvolved in counterfeiting and copying do not abscond or dispose of their assets
before the proceedi ngs agai nst them are conpl et ed.

46. It is essential to have access to conplete and accurate information with regard
to the laws and regulations in any country where IPRs are or may be infringed. 1In
many CI'S countries, even with assistance of l[ocal counsel, it is very difficult to
obtain information on the titles of basic IPR | egislation, |et alone obtain access
to the texts of those laws. It would be helpful if these laws, as well as

procedural codes, could be made available in English. It is also essential that al

i nportant adm nistrative and judicial decisions relating to infringenment of
intellectual property rights are fully reported and nade avail able to the public.
Reporting of administrative and judicial decisions is comon in nmany jurisdictions
and provides a ready nmeans of objective invaluable guidance to | PR owners and their
| egal advi sers.

Create real deterrence

47. Sufficient renedies are required if the enforcement systens in transition
econom es are to be strengthened. The renmedies should involve cl osure of
operations, as well as sufficient conpensation, so that damages are awarded which
restore the plaintiff to the position it would have had if the infringenent had not
occurred. This conpensation can be nade as a transfer of a sum of nopney equival ent
to the profit made by the defendant fromthe infringenent. Experience has shown
that financial penalties have been anpbng the npst successful deterrents, as seen in
Bul garia where the fines inposed worked in deterring crimnals who had undertaken
the activity for financial gains.
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48. The TRI PS agreenent obliges contracting parties to “provide for crim nal
procedures and penalties to be applied at least in cases of wlful trademark
counterfeiting or copyright piracy on a commercial scale”. 7/ Custodial sentences
are available in many jurisdictions but are not in use in the transition econom es.
G ven the growi ng |links between counterfeits and organi zed crim nal gangs throughout
the region, it is inportant that crimnal |aw and custodi al sentences are used

49. Care, however, should be taken so that the enactment of new | egislation does
not undermine the liberal and open nature of the trade regine. In sone
jurisdictions, in order to tackle copying, the Governnent has resorted to the
practice of issuing licenses in industries where these practices regularly occur,
e.g. conpanies involved in CD production or in the inmport and export of equi pnent
for manufacturing of optical disks.

Obtain nbre resources

50. Exi sting staff resources are often not adequate to neet these enforcenent
demands i.e. detection raids, crimnal prosecution, etc. To this end, new bodi es on
a pro tembasis mght be established or be reassigned in order to alleviate the
probl em and the burden on the regular adm nistrative officials who carry out this
wor K.

Counter blatant infringenments: tackle the counterfeiters on the streets

51. All blatant signs of counterfeiting must be addressed by firmaction. There is
no point in undertaking capacity building, e.g. establishing patent offices etc., if
nost bl atant forms of infringement, such as the sale of counterfeit goods, is taking
pl ace freely on the streets. Overall success depends on elimnating the nost visible
signs of a weak IPR regine.

Secur e border crossings

52. Custons often |ack the necessary resources to deal effectively with the

i mportation of counterfeit or copied goods. The TRIPS agreenent, it should be
recal l ed, established that the customs services have an inportant role in fighting
PR infringenments. It is, however, unfair to | eave all the burden of recognition of
counterfeit goods on custons. A systemthat would make it obligatory for trademark
owners to register their trademarks with customs and to provide the name and address
of authorized shipping conpanies and of their |icensees and/or distributors, would
make it possible to reduce the difficulties of |local custonms officers in identifying
counterfeits. To this end it is helpful if custons establish close relations with
the rights holders, for exanple, through a menorandum of understandi ng. Custons,

too, can assist in the process of convicting those involved in the illegitimte
trade, to establish evidence against the party and to identify the inporter behind
the trade. The World Custons Organization (WCO) is active in this area.8/

7/ Article 6.1 of the GATT Agreenent on Trade-Rel ated Aspects of Intellectua
Property Rights (TRIPS Agreenent).

8/ Article 6.1 of the GATT Agreenent on Trade-Rel ated Aspects of Intellectua
Property Rights (TRIPS Agreenent).
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B. Enabl i ng measures
53. Enabl i ng environnments which facilitate undertaking these measures also need to

be created and consist of the follow ng:

Supportive governnent policy statenents
Nat i onal coordinating units

St andar di sati on and certification officers
Education and training

OO 00

Government policy needs to be supportive

54. Governments may consider it useful to issue pronouncenents on the need to
protect and enforce IPRs. Policy nmust address: the w despread | ack of information;

| ack of education; poor nmanagenent of resources anmong enforcenent agencies; and the
absence of a working partnership with the private sector. Many countries, as part of
their association with WO and the TRI PS agreenent, need to take greater interest in
the devel opment of such a policy and, as part of this process, need to make their
public/consunmers nore aware of this issue. Such statenents are val uable for
denonstrating the inmportance of IPRs to the econony.

55. Sonme very sinple steps could be taken to ensure that those engaged in conmerce
are aware of the existence of IPRs and the penalties for infringement:

A notice could be distributed to all directors and managers of state and
private enterprises providing basic information on the nature and scope of |PRs
and the penalties for infringenment. Such a notice would direct the recipients
to the rel evant government agencies for further advice and information
regardi ng existing intellectual property rights of third parties.

A notice such as that described in the above could be delivered to the
pronoters of all new enterprises

Enterprises seeking export |icences should be provided with a simlar notice to
that referred to in the above and warned agai nst undertaki ng contract

manuf acture wi thout making full enquiries as to the right of the contractor to
aut hori ze the use of a trademark, copyright or design, or the use of technol ogy
that might infringe patent rights.

Est abl i shment of a national body to coordinate intellectual property matters

56. It can be useful to establish within the governnent adm nistration a body,
comm ssion or special unit that would coordinate all matters dealing with I P issues,
econom ¢ devel opment, enforcement, anti-piracy, etc. Such a body, where established,
has proved effective. It should ideally consist of representatives of all the
mnistries that have an interest in the area - culture, justice, trade, industry,
health etc. - a representative fromthe country’s investnent pronotion agency, as
wel|l as foreign investors, representatives of |ocal business, |ocal experts and
academ cs. This coordinating body woul d have the follow ng functions:
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C To propose actions related to conpliance with TRIPS, WPO, European Union
norns, conventions/standards and to make recomendati ons to the Governnent on
revisions to its IP legislation.

C To coordi nate the advice and information received fromnultilateral agencies.

C To give out information on legislation on P matters including on judicia
decisions relating to the sane.

C To reconmend and to supervise the allocation of resources to where they are
nost needed in | P enforcenent.

C To devel op a policy of innovation that supports SMES and new i ndustries.

57. In sone countries these special |P bodies have been created under custons and
excise. 9/ Nearer to the region, a special body has been established with success
in the Czech Republic and in Estonia. 10/

Enhanced rol e of standards and certification officers

58. To recruit nore resources to the task of enforcing intellectual property rights
the role of standards and certification officers could be broadened to include the

wi t hdrawal of counterfeit products fromlocal markets. A nodel agreenent m ght be
prepared between enterprises and public authorities, so that foreign conpanies can
enlist the support of these officers to track down and renove offending articles.

The UN UN ECE Working Party on Standardi zation could play a useful role in this area
by establishing a nodel agreenent between investors and standards officers.

Education and training of persons involved in intellectual property rights
enf or cenent

59. The training of custons officials, patent officers, prosecutors, |awers, etc.
in IP matters is an expensive but very necessary undertaking in countries where | aws
have changed only relatively recently. People with responsibility for IPR matters
need adequate training. Lawers, Patent Attorneys and other service providers nust

9/ I n Hong Kong such a body has been strengthened and has powers to raid
suspected sites at the production level as well as the retail and distribution
| evels. The officers in such raids work closely with the police. |In tandem these
bodi es appear inpressive. In the first year alone, the territory’s enforcenment

agenci es seized nmore than 28 mllion suspected pirated optical disks.

10/ In Estonia, the Governnent, in an effort to conbat piracy and
counterfeiting in audio-visual activities, set up a comm ssion of experts in 1997 to
advi se Government on its policy, to prepare draft changes in legislation and to
advi se police action where it is nost effective. The conmm ssion consists of

representatives of different mnistries. It is the nearest thing to such a body and
consi deration, given its success, to nmake it permanent and give it a ful
coordi nating and nonitoring role will be influenced by the availability of

resources.
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be properly equipped to provide accurate information and proper guidance to their
clients as to the operation of their national |IPR system 11/

60. Education for |egal service providers should include:

Speci alist training and education with regard to national |aws and regul ati ons.
This woul d include special education in relation to new | egislation and

regul ations, as well as a system of continuing professional education for those
wi shing to practice in the intellectual property field.

Direct training for enforcenent officers (anti-nmnopoly conm ttee; police;
custons) as to their practices and procedures. This is particularly inportant
when there is no opportunity to gain experience, as is the case in al nost al
the CI'S countries at present.

61. It is inmportant that all those dealing with I PR enforcenent within public
agencies, including the judiciary, receive regular training in relation to national
| aws, regul ati ons and procedures. |Individual agencies should also be regularly
briefed on the roles and responsibilities of other agencies concerned with |IPR
enforcenent. Even a basic understanding would facilitate cooperation and, therefore,
the better use of resources.

62. I deal |y, senior personnel should also be given the opportunity to inprove their
know edge and understanding of the international aspects of counterfeiting and the
mul ti-jurisdictional investigation and enforcenent strategies that nust be applied
to conbat counterfeiting.

63. In emerging nmarkets the education of consuners, police, public adm nistration
and new busi ness has been a useful tool in conmbating weak enforcenent (e.g. a court
case on I P infringement screened recently on Chinese television).

11/ A particular difficulty that arises in the CI'S countries, which is due

al nost entirely to the transition, is that there has been a stratification of skills
anong service providers so that no one professional is adequately equipped to dea
with I PR enforcenent. There are patent and trade nmark attorneys, nost of whom have
come out of the former Soviet intellectual property adm nistration where there were
concerned exclusively with the acquisition and mai ntenance of registered rights, at

| east in respect of patents and trade marks. Vhile such individuals are famliar
with the basic rights thenselves, and may also have scientific qualifications, they

have had little education and often no experience with civil, crimnal, or
adm ni strative procedure advocacy. Such experience can be found anong many | awyers
who have, however, no basic understanding of intellectual property. It is inportant

that ways be found to cross-fertilize these various skills areas so that clients can
have ready access to professionals with all the relevant skills.
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C. Sust ai ni ng progress
64. Renovi ng the copi ed goods and counterfeiters by the neasures described above,
al t hough necessary, will not provide success, which is sustainable, unless backed up

with a nunber of neasures ainmed at |onger-term devel opnent.
Pronoti on of Use by Domestic Conpanies of Intellectual Property Rights

65. A strategy for enforcement of |IPRs should include neasures to pronote

i nnovation and IPRs within |ocal business. This programme woul d address the
followi ng: the neans and the nethods to file for patents or register their
trademar ks; the nethodol ogies for valuing I PRs to show how trademarks, patents, etc.
can be valued for effective comercial exploitation; on using international
experience to assist donestic conpanies develop their own brands, trade marks; on
how proprietary knowl edge can be used to raise funds for conpanies as collateral, or
t hrough licensing, etc.

|

|

i I ncreasing Small and Medi um Si zed Enterprises’
: access to | PRs
|
|
|
|

|
|
|
|
|
|
i
SMEs, because of the high costs and | ack of know edge, need!
lassi stance from | ocal patent offices to develop the use of :
ipatents and trademarks. In some countries, patent offices aré
lbeing transfornmed into | P “shops” so that SMEs have easier l
laccess to their services.
|
|

___________________________________________________________________________

66. Local conpani es have proved nost effective in inproving enforcenent of IP
rights as they are ideally placed to put pressure on the authorities to act. There
needs to be a better understanding on the part of the business conmunity, the public
and the Governnent that protecting IPis in their own best interest ands not just to
pl ease the west or WO

Maki ng Patent and Rights O fices nore Business Friendly

67. Governnments nust help their donestic conpanies to develop their I P capacities.
Patent offices are rapidly becom ng nore business friendly in their operations.
Knowl edge and i nformati on about these new practices should be transferred to their

counterparts in the transition econom es. The work of WPO in this area is useful

Cooperation with the donmestic private sector

68. Nat i onal associ ations should be set up to pronote IP protection and
conpliance in close connection with public authorities, for educating business
partners and customers, and for training public servants on enforcenent. I'n

October 1997, a Russi an Association of Tradenmark Omers was formed at the
initiative of the Agency for Patents and Trade marks (ROSPATENT). Foundi ng nenbers
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i ncl uded Russi an brand-owners such as Soyuzpl odi nport (vodka), Krasny Oktyabr
(confectionery), and Mai sky Chai (tea) which own marks that are well known in
Russia. This Association is still inits formative stage, but could eventually
beconme a source of internal pressure to inmprove enforcenent. O her organizations
are now worki ng successfully in Poland and in Estoni a.

Cooperati on between Governnents in the region

69. Miuch needs to be done between Governments if nore progress is to be

achi eved. This will involve cooperation anong the transition econom es and with
their neighbours where the sources of counterfeit goods production are often
found. The experiences of the central European and Baltic countries are very

i mportant for CI'S countries which have much nore to do in order to establish IP
regimes that nmeet the required standards. Anong CI'S countries, too, advances are
obvi ous, e.g. Ukraine, and this process can be accelerated by better comuni cati on
among Gover nnments.

V. | NTERNATI ONAL SUPPORT FO RI MPLEMENTI NG THE | NTELLECTUAL PROPERTY RI GHTS
AGENDA
70. Both multilateral and bil ateral assistance provide nmany programes, which

have assisted the transition economes in inproving the protection and enforcenent
of intellectual property rights. Special nmention should be nade of the follow ng:

C Fi xi ng standards The WIO- TRI PS agreenent set m ni num st andards for
enforcenent. It gives powers to Custonms. It extends the scope of |IPR
enforcenent. Countries have been given assistance in neeting the needs for
accessi on and hence TRIPS conpliance. It has a dispute resolution system
whi ch has been brought into being as a result of the Uruguay Round
Agreement. WIO, however, does not provide countries w th evaluations of
whet her their regines neet the required standards.

C New | eqgislation The EU PHARE and TACI S programmes, along with bilateral aid
donors, have assisted countries with audits and drafting new intell ectual
property legislation. The five-point EU TACIS programme on IPR is worth
noti ng:

- Conducting reviews of the current legal framework in the Newy
I ndependent States and providing | egal advice on changes that need to be
i nt roduced.

- Assessing existing administrative and enforcenent structures.

- Providing continuous assistance to the new structures.

- Assisting in a public awareness canpai gn.

- Supporting devel opnment of necessary dat abases.

71. In addition, several CIS countries have benefited from WPO assistance in
drafting IP [ aws which inplement WPO Conventi ons.

C Traini ng has been provided by WPO WO as part of a technical assistance
programme to help countries nmeet the criteria for conpliance with the TRIPS
agreenment. O her bodies are becomi ng nore active in specific branches of
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enforcenment which are critical for success. WCO provides training and
support to various transition econom es.

72. These efforts are inportant but the budgets are relatively small, the
subject area is huge - enforcenent deals with infringenments in copyright, patents,
desi gns, trade secrets, conputer software, etc., all with special problens and
requi rements, and the geographical area that needs to be covered is vast.
Therefore, much remains to be done. There is no doubt that the agenda for action
ment i oned above is being inplenmented, but the pace tends to be rather slow, with
gaps and an often ad hoc and unsystematic inplenmentation.

VI . RECOVMENDATI ONS OF THE FORUM

73. There is a need to fill the GAPS in these international cooperation efforts,
particularly in the foll ow ng areas:

C Private conpanies individually play a limted part in international
efforts on IP issues and could do nore. However, their voice tends to be
rat her fragnented and they |ack the right channels through which they can
make an effective contribution. For exanple, through specific industry
associ ations such as in music, software and filnms where an associ ati on-
oriented strategy has been quite successful.

C Training in crucial areas is weak, e.g. for judges; nore could be done in
this area.

C Covernnments and their enforcenent agencies within the region do not
cooperate sufficiently. In view of the international nature of trade, the
probl ens identified above need to be tackled on a regional basis.

C The econoni c devel opnent aspect of |IPR pronmotion is given insufficient
attention. Trade and investnment will be enhanced by an effective IPR
regime - but little is being done to encourage its use, the devel opnent of
SMEs in innovative areas, or in building |inks between universities and
the private sector (as is done extensively in the west). This is very
i nportant, because wi thout a donestic constituency, support for enforcing
I PRs and the sustainability of such actions could be put at risk. It is
not sufficient in the climte of the region to close illegal production;
it is necessary to nmake a significant effort toward buil di ng business
activities that can take their place.

74. The Forum recomends, in order to bridge these gaps, the foll ow ngACTI ON

C The creation of an advisory group, under the joint auspices of UN ECE and
W PO, for the protection of intellectual property rights within the region
with representation fromboth public and private sectors to ensure foll ow
up to the Forum s recomrendati ons.
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C The hol ding of consultative meetings with individual governnments to assi st
in their enforcenent efforts and to discuss problens with rel evant
officials. (This will give Governnent officials and enforcenment bodies an
opportunity to discuss experiences fromother countries with officials
from nei ghbouring countries in the region. Many central European countries
have made enornous strides, and neetings organised in these countries
coul d al so focus on presenting positive experiences to countries where
progress has been | ess marked.)

C The preparation of reports covering the status of: (i) protection of IPR
rights and (ii) the economc contribution of IPRs. These would be
prepared by nenbers of a task force established to visit the country
before the consultative neetings take place. These reports on
devel opnental opportunities in innovative and high technol ogy sectors
woul d al so provi de good exposure and information to potential investors in
the country and coul d becone inportant investnment pronotion tools.

C The devel opnent of technol ogi cal partnerships between donestic and foreign
enterprises that are based on sound and efficient IP protection (through
meetings and seminars with universities, small business associations,
patent offices etc.).

C The holding of seminars on IP issues and training for enforcenent officers
in cooperation with relevant international bodies such as the ICC, and
WCO. A mejor effort should be ainmed at the training of judges and ot her
appropriate officials in the area of intellectual property enforcenent.
Sem nars on specific issues related to specific sectors e.g.
pharmaceuticals could also play a useful part in raising awareness of the
i nportance of IP issues to economni c devel opnent.

75. This action should be properly inserted in the overall technical assistance
efforts that are being undertaken by EU, WPO WO, etc. and be designed to assi st
and i nplenment their work in IPR Accordingly, the proposed joint UNECE and W PO
group should cooperate with other international organizations and liaise with them
in the foll ow ng:

I Assist each country with inplenmentation of the TRIPS, as well as with the
specific recomrendati ons of the Forum

Liaise with WIiQ, WCO and the European Union on the progress and experience
of enforcenment of IPR rights in the region.

Hel p others such as the EU PHARE and TACI S programmes, bilatera
assi stance programmes and WIO to identify areas where assistance is
needed.

Prepare a set of best practices for business-friendly national IP
institutions in order to be used by countries in the region.
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! Explore the options for inproving training, information and coordination
on IP matters in the region with the objective of raising standards and
improving the climate for trade and investnent.

76. Thi s advisory group should report on its progress and activitiesto both the
UN ECE Working Party on International Contract Practices in Industry, which wll
be responsible for its activities, and the Wirld Intellectual Property Rights
(WPO) with whomit shall work in close cooperationand be accountable to the
menber governments of UNECE, with a view to ensuring close cooperation with EU
WIO and ot her international organisations involved in IP rights.

77. These RECOMVENDATI ONS are designed to achieve the follow ng:

A higher quality of trade and investnent and a nore secure environnment for
the protection of intellectual property rights.

The building of trust and confidence between Governnents and the business
comrunity over the pronotion, enforcement and protection of intellectual
property.

Greater cooperation with the private sector to ensure the success of EU
W PO, WCO and WIO obj ecti ves.




