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Fore w ord

Counte rfe iting, consum e rs’ safe ty and th e  ch alle nge  pose d by organize d 

crim e  to th e  w orld e conom y

Counterfe iting h as ch anged , d ram atically and  rapid ly. Th is find ing inspires th e  road m ap we will follow 

in th is assessm ent report.

Counterfe iting h as ch anged  to b ecom e a terrib ly d angerous crim inal activity. Th e num erous victim s 

claim ed  b y counterfe it prod ucts lik e  d rugs, b everages, and  spare parts testify to th e  tru e nature of  th is crim e. 

For th ose  of  u s b ound  to th e  trad itional view of  counterfe iting as a typical craftsm an activity, th is truth  

could  b e  sh ock ing.

From  lux ury good s, m usic CDs and  film  DVDs to m ed icines, toys, food  and  b everages, spare parts and  

electronic eq u ipm ents, everyth ing can b e  forged . A nd  q u ite well, we m ust ad m it. So well th at even th e  prod u -

cers th em selves, som etim es, ex perience d ifficulties in telling th e  original prod uct from  its unauth orized  copy. 

A lb eit th e  appearance is alm ost th e  sam e, th e  sub stance is d ram atically d ifferent. Counterfe it d rugs con-

tain no active ingred ients or poisonous sub stances; spare parts for autom ob iles and  aircrafts d o not possess 

th e  necessary d urab ility and  strength  req u irem ents; toys are  prod uced  u sing tox ic lead  paint wh ile sm all parts 

are  easily d etach ab le and  could  b e  swallowed  b y a ch ild .

E ven m ore worrying, it is not only a m atter of  wh at is illegally reprod uced ; it is also a m atter of  wh o is 

b e h ind  th e  fraud ulent im itation.

O rganized  crim inals h ave since long grasped  th e  opportunities th at counterfe iting could  provid e  th em . 

Th e h uge profits created  b y th is crim e, th e  weak  penalties provid ed  b y th e  relevant legislation and  th e  low 

level of  awareness am ong th e  com petent auth orities and  th e  civil society, rend ered  counterfe iting one of  th e  

m ost profitab le and  less d angerous activity for organized  crim e. 

Moreover, counterfe iting is not only a gold en m ine  for organized  crim e. It is also one of  th e  preferred  

m eans b y wh ich  m oney can b e  laund ered  and  re invested . 

A  part of  th e  International Com m unity – perh aps a too wid e  one – witnessed  th is process with out fully 

und erstand ing its im plications. It is only in m ost recent tim es th at we b egan to perceive th at counterfe iting 

could  k ill us and  th at organized  crim inals could  ex ploit our lack  of  awareness to increase  th e ir operating po-

tential, infiltrate licit econom y and  flourish  q u ite und isturb ed .

Now th e  tim e to act h as com e. Th is assessm ent work  will support th e  growth  of  awareness regard ing th e  

counterfe iting ph enom enon, th e  d istortions it creates for th e  world  econom y, th e  d angers it poses for th e  con-

sum ers’ h ealth  and  safety, and  th e  profits it creates for organized  crim e. UNICR I is com m itted  to lead  with  

a sense  of  urgency new end eavors and  new protagonists with  th e  aim  of  find ing com m on ground  to im prove 

th e  efficacy of  our struggle against th e  m ajor ch allenge posed  b y organized  crim e to th e  world  econom y and  to 

th e  consum ers’ safety.

Sandro Calvani

D irector, UNICR I
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ACG Anti Counterfe iting Group

CACN Canadian Anti-Counterfe iting Netw ork

CASA Civil Aviation Safety Auth ority

CBSA Canada Border Service  Agency

CD Com pact D isk

CEBR Centre  for Econom ics and Business R esearch

CEIPI Centre  d'Etudes Internationales de  la Propriété Industrielle

D EA US D rug Enforcem ent Adm inistration

EC European Com m ission

EU European Union

EUCD European Copyrigh t D irective

FAA Federal Aviation Auth ority

FALSTAFF Fully Autom ated Logical System  To Against Forgery &  Fraud

FDA US Food and D rugs Adm inistration

FBI Federal Bureau of Investigation

GACG Global Anti Counterfe iting Group

H IV H um an Im m unodeficiency Virus 

H P H ew lett-Pack ard Com pany

ICC International Ch am ber of Com m erce

ICE US Im m igration and Custom s Enforcem ent

IPR s Intellectual Property R igh ts

IT Inform ation Tech nology

MEMA Motor and Eq uipm ent Manufacturers Association

NAFDAC National Agency for Food, D rugs Adm inistration and Control

O ECD  O rganization for Econom ic Co-O peration and D evelopm ent

PC Personal Com puter

PD MA Prescription D rug Mark eting Act

R APO R ussian Anti-Piracy O rganization

R & D R esearch  and D evelopm ent

R CMP R oyal Canadian Mounted Police

SCICO Central Service  for th e  Investigation of O rganized Crim e

sm i-ati Italian Federation of Textiles Enterprise s and Fash ion

SUPs Suspected Unapproved Parts
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TR IPs (Agreem ent on) Trade -R elated Aspects of Intellectual Property R igh ts

UK United K ingdom  of Great Britain and North ern Ireland

UN United Nations

UNICR I United Nations Interregional Crim e  and Justice  R esearch  Institute

US United States of Am erica

USA United States of Am erica

W CO  World Custom s O rganization

W H O  World H ealth  O rganization

W IPO  World Intellectual Property O rganization

W TO  World Trade  O rganization
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Counterfe iting is a rapidly expanding 

crim inal activity w h ich  poses serious th reats 

to consum ers’ h ealth  and safety. An undeni-

able link  today exists betw een counterfe it-

ing and crim inal organizations, as 

dem onstrated by th e  re sults of various crim -

inal investigations. Attracted by th e  profitab-

ility of th is illicit activity, crim inal 

organizations now  control th e  actual produc-

tion and trade  of counterfe it goods. 

Th e  profitability of counterfe iting is not 

lim ited to th e  econom ic sph ere. Given th e  

fact th at it is an illegal activity, th e  risk  

link ed to th e  activity itself is of critical im -

portance. Th is low  risk  level is potentially 

one  of th e  m ost appealing elem ents for 

crim inal organizations given th e  lack  of ad-

eq uate  deterrents w ith in th e  applicable legis-

lations of various countrie s. Th is lack  of 

deterrence  is th e  re sult of a distorted percep-

tion on th e  part of legislators and com pet-

ent auth oritie s w ith  re spect to th e  effects 

of th is ph enom enon. D espite  an increasing 

aw areness of th e  scale of th e  problem , legis-

lation h as often been constrained by a 

purely econom ic analysis of th e  ph enom en-

on w h ose  negative effects are  believed to ex-

clusively affect producers from  a financial 

point of view. First of all, th is view point 

does not tak e  into account th e  significant 

conseq uences caused by th e  involvem ent 

of organized crim e  in th e  m anagem ent of 

such  activitie s nor th e  risk s  for th e  safety of 

citizens and public order. Th is perspective 

is also lim ited from  anoth er point of view : 

it not only neglects th e  elevated risk  for th e  

h ealth  and safety of consum ers -  as a re sult 

of certain counterfe it products -  but it also 

ignores th e  dam age  caused to governm ent 

revenues due  to th e  existence  of untaxed 

traded goods. Counterfe iting is far from  be -

ing a victim less crim e  and international and 

national responses to th e  problem  sh ould 

tak e  th is into due  account. Standards th at 

only punish  counterfe iting on th e  basis of 

econom ic dam ages or as a re sult of a viola-

tion of public faith  are  not sufficient.

Th e  rapid diffusion of tech nology al-

low s for a relatively easy replication of 

every k ind of product on th e  m ark et. Al-

be it th e  econom ic conseq uences deriving 

from  counterfe iting constitute  a trait d’union  

am ong th e  various types of th e  so-called 

“fak e s”, th e  replication of certain k inds of 

products is cause  for a greater concern. 

Counterfe it m edicines, toys, foods and 

beverages as w ell as spare  parts for cars and 

aircrafts pose  a great risk  for public h ealth  

and safety. Unscrupulous crim inals are  

solely concerned w ith  th e  h igh  profits th at 

can be  derived by Intellectual Property 

R igh ts (IPR s) infringem ents.

Intellectual Property R igh ts h ave th e  pe -

culiar function of protecting th e  auth or of 

a literary, scientific or artistic w ork ; th e  

m anufacturer or inventor of a product; or 

th e  entrepreneur or com pany w h o trade  

th e ir goods using a particular m ark  or sign 

as a badge  of origin and q uality, from  any 

form  of illicit reproduction of th e  re sults 

of th e ir creative activity or of th e  good 

reputation acq uired th rough  th e  years. D if-

Exe cutive  Sum m ary
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ferent form s of IPR s are  e stablish ed, follow -

ing th e  various form s th rough  w h ich  h u-

m an intellect can express its creative 

potential. For exam ple: Copyrigh t, Patents, 

Industrial D esigns and Tradem ark s. 

Th e  grow ing im portance  of Trade -

m ark s, Patents and Industrial D esigns in 

m odern trade  h as led progressively to th e  in-

creasing im portance  of th e  econom ic side  

of IPR s. H ow ever, th e  opportunity to ex-

ploit anoth er’s Nam e, Sym bol or Product as 

w ell as th e  literary and artistic expression 

of anoth er person’s intellect at th e  sam e  

tim e  began to attract th e  attention of crim in-

als and led to th e  beginning of th e  counter-

fe iting activity, w h ich  subseq uently grew  

im m ensely.

Providing precise  data and inform ation 

on th e  problem  is extrem ely difficult. Coun-

terfe iting is in fact link ed to illegal m ark ets 

and it is th erefore  difficult to q uantify fig-

ures, given th e  problem s associated w ith  col-

lecting and com paring data. H ow ever som e  

e stim ates are  available. Th e  O rganization for 

E conom ic Co-operation and  Developm ent 

(O ECD ) states th at at least 200 b illion US 

dollars of international trade  in 2005 could 

h ave been in counterfe it or pirated 

products, w h ile th e  World  H ealth  O rganiza-

tion (W H O ) reports th at betw een 7-10% of 

all ph arm aceuticals products in th e  w orld 

are  possible counterfe its, reach ing a total of 

30-40% in som e  African countrie s. R egard-

ing th e  toy sector, th e  Toy Ind ustries of  

E urope  states th an one  toy out of ten w ould 

be  a counterfe it in Europe; w ith  regards to 

th e  autom otive sector, th e  incidence  of 

counterfe it spare  parts could be  q uantified 

as a loss of 12 b illion dollars per year. Fol-

low ing th e  data provided by th e  World  Cus-

tom s O rganization  (W CO ) and th e  E uropean 

Com m ission DG – TA XUD, on th e  se izures 

m ade  by custom s officers in th e  re spective 

Mem ber Countrie s, it is possible to affirm  

th at th e  global trade  in counterfe it goods is 

indeed grow ing. Considering th e  years 2000-

2006, an 88% increase  in th e  se izures of 

counterfe it goods w as registered in th e  

European Union, w ith  alm ost 68 m illion 

goods se ized in th e  year 2000 and m ore  

th an 128 m illion in 2006.

D ifferent causes lie  underneath  th is ex-

ceptional grow th . Counterfe iting is a very 

lucrative illicit activity, even if com pared 

w ith  oth er profitable ones lik e  drugs traf-

fick ing or arm s sm uggling. Weak  penalties 

and enforcem ent as w ell as lack  of aw are -

ness regarding th e  involvem ent of organ-

ized crim e  am ong th e  civil society and th e  

com petent auth oritie s led to an underestim -

ation of th e  conseq uences it creates for th e  

society as a w h ole.

In th is regard it is possible to affirm  

th at th e  econom ic dam age  caused to au-

th ors and producers is  only one  of th e  sev-

eral negative effects of th is illicit activity. 

From  a m erely econom ic point of view, in 

fact, decreased profits for producers im ply 

a low er level of investm ents for product im -

provem ent as w ell as decreased innovation 

and, possibly, job losse s. It e stim ated th at -  

in th e  European Union alone -  , m ore  th an 

100,000 jobs are  lost every year due  to 

counterfe iting. In th e  United States of 

Am erica, a study perform ed by th e  National 

Custom s Service  e stim ated 750,000 job losse s 

caused by counterfe iting.

Th e  diffusion of fak e  products sold as 

original ones to unw ary custom ers, due  to 

th e ir low  q uality and h igh  defectiveness, 

could lead to a lack  of trust w ith  re spect to 

original m anufacturers, w ith  negative ef-

fects on th e ir m ark et sh are. Moreover, 

counterfe it products are  produced and 
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traded w ith in an unregulated m ark et and 

th is creates a low er level of taxes and reven-

ues collected by States.

Counterfe iting poses m ore  risk s for all 

th e  civil society. Th e  unauth orized replica-

tion of certain k inds of products lik e  m edi-

cines, toys, foods and beverages, spare  parts 

for autom obiles and aircrafts creates seri-

ous th reats for th e  public’s h ealth  and 

safety. Th ere  are  several cases th at testify to 

h ow  th e  use  of counterfe it products could 

be  extrem ely h arm ful, or even deadly, for 

consum ers. Th e  use  of counterfe it baby 

m ilk -pow der form ula containing no nutri-

tional value caused th e  death  of at least 13 

babie s in Ch ina in 2004; counterfe it rak i, a 

typical turk ish  alcoh olic beverage, k illed 23 

people in Turk ey in 2005; th e  use  of dieth yl-

ene  glycol in counterfe it cough  syrup, 

anth istam ine  tablets, calam ine  lotion and 

rash  ointm ent k illed 38 people in Panam a in 

2006; and a counterfe it drug containing di-

eth ylene  glycol caused th e  death  of 11 

people in Ch ina in th e  sam e  year.

Counterfe it m edicines are  today a point 

of great concern. Th e ir diffusion is con-

stantly grow ing, e specially because  of th e  

role played by th e  Internet in th e ir dissem in-

ation. Th e  Internet h as been appropriated 

by crim inals and utilized as a giant and an-

onym ous m ark et th at allow s counterfe it 

products to be  easily offered and pur-

ch ased. According to th e  W H O , m ore  th an 

50% of m edicines purch ased online  from  In-

ternet sites concealing th e ir UR L addresse s 

w ould be  counterfe it. Th e  US Food  and  Drug 

A d m inistration  (FDA) states th at alm ost 10 

m illion of postal parcels containing m edi-

cines enter th e  United States of Am erica 

each  year.

Th e  Asian and African regions seem  to 

be  th e  m ost affected by counterfe it m edi-

cines. According to th e  W H O  in Africa, 

m ore  th an 30% of m edicines on sale could 

be  counterfe its in parts of Asia and parts 

of Latin Am erica w h ile in th e  form er So-

viet republics counterfe it m edicines could 

constitute  m ore  th an 20% of m ark et value.

Fak e  m edicines w ill usually contain a 

low er level of active ingredients or no act-

ive  ingredient at all, failing to cure  th e  pa-

tient. Several cases h ave been registered in 

w h ich  th e  fak e  products contained poison-

ous substances, as th e  dieth ylene  glycol pre -

viously m entioned – th erefore  even m ore  

dangerous for th e  patients’ h ealth .

Counterfe it m edicines are  usually sold 

to unw ary custom ers. Counterfe iters are  

able to infiltrate  th e ir products into th e  le-

gitim ate  com m oditie s’ supply ch ain exploit-

ing th e  com plexity of th e  production and 

distribution system s. Th e  existence  of a 

great num ber of outsourced producers as 

w ell as w h olesalers, retailers and parallel 

traders -  w ith out correspondingly tigh t reg-

ulations regarding th e ir roles and functions -

creates serious im pedim ents for controlling 

and securing th e  m edicines’ trade  and distri-

bution. As a re sult, counterfe it drugs h ave 

been discovered in local ph arm acies even 

in European and North  Am erican countrie s.

Th e  extrem e  profitability of counterfe it-

ing attracted th e  attention of organized 

crim e. D ue  to its involvem ent, th e  produc-

tion and distribution ph ase s of counterfe it 

products w ere  greatly im proved. Crim inal 

organizations operating in different coun-

trie s h ave e stablish ed close  tie s and syner-

gie s. Th e  sam e  routes and concealm ent 

m eth ods utilized to traffic drugs or fire -

arm s, for exam ple, can be  exploited for traf-

fick ing counterfe it goods w h ile th e  great 

potential for intim idation and corruption 

of organized crim e  is anoth er facilitating 

factor. 
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Counterfe iting represents a h uge  source  

of m oney for crim inals – liq uid funds 

w h ich  are  readily re invested in oth er illicit 

activitie s. Th e  possib ility to infiltrate  th e  li-

cit supply ch ain and sell fak e  products as ori-

ginal ones, allow s counterfe iters to also 

utilize  th is activity to launder th e  proceeds 

deriving from  oth er crim es.

In order to im prove th e  global response  

to counterfe iting and tak ing into considera-

tion th e  com plexity of th e  ph enom enon, a 

serie s of proposals h ave been elaborated.

• More  im portance  sh ould be  given to 

data collection and analysis. Th e  availabil-

ity of m ore  inform ation and data is of 

crucial im portance  for th e  identification 

of m ore  incisive  actions against counter-

fe iting, w h ile data elaboration w ould al-

low  for th e  verification of th e ir re sults. 

Both  th e  public and private  sector 

sh ould contribute  m ore  actively to th is 

end;

• Crim inal law  on counterfe iting sh ould 

contain m ore  severe  penalties and th e ir 

application sh ould be  m ore  effective;

• All th e  different ph ase s, from  produc-

tion to sales, sh ould be  tak en into consid-

eration. In particular, crim inal law s 

sh ould not m ak e  any distinction 

betw een th ose  products intended for im -

port and th ose  intended for export or 

transit; 

• Aw areness raising activitie s for law  en-

forcem ent agencie s involved in th e  figh t 

against counterfe iting sh ould be  pro-

m oted and organized, h igh ligh ting th e  in-

volvem ent of organized crim e  and th e  

risk s  created by th is illicit activity;

• Codes of conduct as w ell as investigat-

ive  protocols sh ould be  elaborated, w ith  

th e  aim  of im proving th e  efficacy of 

th e  law  enforcers’ actions. Training 

course s for police  forces and prosec-

utors sh ould be  organized, presenting 

th e  m ost effective investigative tech -

niq ues and providing a constant update  

on th e  relevant national and internation-

al legislative fram ew ork s;

• D etection tech niq ues of counterfe it 

goods and concealm ent m eth ods util-

ized by counterfe iters constitute  im port-

ant topics upon w h ich  specific training 

activitie s for custom s officers sh ould be  

conducted;

• Th e  adoption of integrated IT custom s 

risk  asse ssm ent system s sh ould be  pro-

m oted and supported. In th e se  regards, 

tech nical assistance  program m es could 

be  planned and im plem ented as w ell as 

training course s for th e  system s’ operat-

ors. More  attention sh ould also be  given 

to th e  usage  of postal parcels and postal 

couriers as a m ean to dispatch  counter-

fe it goods purch ased via th e  Internet; 

and transsh ipm ent th rough  Free  Trades 

Z ones;

• Th e  security of sh ipping docum entation 

sh ould be  enh anced, possibly th rough  le-

gislative action indicating security re -

q uirem ents th at sh ould be  present in 

sh ipping docum entation in order to 

avoid sim ple falsification;

• Meth ods to secure  th e  com m oditie s pro-

duction and supply ch ains sh ould be  dis-

cussed, w ith  th e  aim  of protecting th e  

consum ers’ h ealth  and safety w ith out af-

fecting free  trade. In particular, produ-

cers and distributors sh ould adopt 

specific codes of conduct aim ed to se -

cure  th e  production (i.e. sources of raw  

m aterials or m ore  controls w ith  regards 

to outsourced production) and distribu-



9   

tion (i.e. m ore  controls regarding th e  dif-

ferent steps com posing th e  com m odit-

ie s supply ch ain) of original products;

• Th e  role of th e  Internet as a facilitating 

factor in th e  trade  of counterfe it goods 

sh ould be  m ore  deeply analyzed;

• Th e  private  sector sh ould m ore  actively 

contribute  to th e  diffusion of inform a-

tion regarding th e  presence  of counter-

fe it versions of th e ir products on th e  

m ark et. Th is w ould support th e  activity 

of law  enforcers w h ile enh ancing th e  

safety of consum ers;

• Aw areness raising activitie s directed to 

producers and th e  public at large, explain-

ing th e  severe  conseq uences deriving 

from  counterfe iting, sh ould be  planned 

and realized;

• National and international cooperation 

sh ould be  enh anced, w ith  th e  aim  of 

avoiding th e  duplication and w aste  of re -

sources w h ile im proving th e  efficacy of 

th e  re sponse  to th e  problem . In particu-

lar, th e  private  sector sh ould be  m ore  in-

volved. 

• An International Perm anent O bservat-

ory on Counterfe iting could provide  ser-

vices and facilitate  a needed acceleration 

in th e  execution of th e  above m en-

tioned proposals. Good practices th at 

are  now  applied in som e  specific areas 

(i.e. m edical products) m igh t represent a 

good m odel of coordinated action for 

oth er sectors as w ell.
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Me th odological introduction

Th e  re search  presented in th is report 

w as realized follow ing a tw ofold principle 

for th e  collection and th e  analysis of inform -

ation.

Th e  aim  is to present as m uch  of an ex-

h austive  perspective of counterfe iting as 

possible, considering th is not only as an eco-

nom ic ph enom enon but also as a crim inal 

activity. Th e  drafting of th is action oriented 

re search  w as guided by th e  purpose  of 

providing a com plete  “diagnosis” th at 

could allow  th ose  approach ing th is argu-

m ent for th e  first tim e  to better understand 

its com plexity and th e  dangers it creates. At 

th e  sam e  tim e, w e  intended th e  re search  to 

represent an im portant tool for th ose  

already experienced in th e  study of th e  ph e -

nom enon, e specially for deepening th e  ana-

lysis and developing possible re sponses.

Th is w ork  discusse s th e  different as-

pects of counterfe iting in one  single re -

search  project. It presents th e  econom ic 

dam ages togeth er w ith  th e  social con-

seq uences created by th e  problem  and h igh -

ligh ts th e  dangers it creates. Particular 

attention is given to certain k inds of coun-

terfe it goods particularly “sensitive” for th e  

consum ers’ h ealth  and safety w h ile sh ow ing 

th e  interest of organized crim e  in m anaging 

th is illicit activity. 

An extensive  analysis of th e  existing liter-

ature  on th e  subject is offered to th e  reader 

as w ell th e  re sult of m eetings/sem i struc-

tured interview s w ith  “k ey inform ants”. 

Th e  literature  analysis h igh ligh ted th e  need 

of a m ultidisciplinary approach . W h ile vari-

ous studie s discuss only th e  single aspects 

of th e  problem  – intellectual property 

righ ts, m edicines counterfe iting, organized 

crim e  – few  are  th e  sources from  w h ich  an 

in-depth  perspective of th e  relationsh ip 

counterfe iting-organized crim e  can be  ob -

tained.

Th e  interview s/m eetings w ith  “k ey in-

form ants” gave us th e  opportunity to dis-

cuss and verify different w ork ing 

h ypoth e se s and to identify intervention 

strategie s based on th e  experience  of th ose  

people th at w ork  in th is field.

In particular, existing studie s h ave been 

analyzed, w ith  th e  aim  of presenting th e  im -

portance  and role of intellectual property 

righ ts to protect th e  creative activity of indi-

viduals, and th e  econom ic and social con-

seq uences created by counterfe iting.

Th e  analysis of organized crim e’s in-

volvem ent in counterfe iting activitie s en-

abled  direct contact w ith  th ose  individuals 

and institutions actively involved in th e  

figh t against organized crim e. Th e ir experi-

ence  provided us w ith  im portant sugges-

tions for th e  continuation of th e  re search  

activity and allow ed us to ch aracterize  th e  

study w ith  a less rigorous and m ore   realist-

ic approach . 

Th e  analysis of th e  already publish ed 

available inform ation h as been integrated 

w ith  th e  direct gath ering of inform ation ob-

tained by various experts involved in coun-

tering th e  ph enom enon.



12 

Th e  re search  w as particularly focused 

on th e  European context, but th e  considera-

tions m ade  can be  extended to oth er geo-

graph ical areas. Various aspects of th e  

ph enom enon h ave been exam ined from  an 

international perspective.

Th is is  an action oriented re search . As a 

re sult, and w ith  th e  aim  to provide  a re -

sponse  to th e  ph enom enon, different pro-

posals h ave been form ulated. Th e  annexes 

are  exam ples of inform ation/instrum ents – 

a legislative analysis on th e  subject and a col-

lection of particularly interesting counterfe it-

ing cases – th at could prove to be  of great 

im portance  to conduct furth er studie s in 

th e  future. Th e  legislative annex presents 

th e  relevant international legislation on th e  

subject as w ell as an analysis of th e  m ost re -

cent norm ative instrum ents adopted by th e  

European Com m unity Institutions togeth er 

w ith  som e  exam ples related to th e ir nation-

al im plem entation in th e  EU Mem ber 

States. Th e  analysis of th e  national im ple-

m entation of th e  EU legislation w as com -

pleted by direct consultations w ith  som e  of 

th e  EU Mem ber States.

Th e  scarceness of available data regard-

ing th e  extent and q uantification of th e  

counterfe iting -  organized crim e  ph enom en-

on and th e  difficulties experienced in com -

paring data rendered im possible any 

attem pt to conduct a rigorous statistical sur-

vey on th e  developm ent of th is relation-

sh ip. Notw ith standing th is difficulty, th ank s 

to th e  inform ation on counterfe it products 

se ized by custom s officers collected by th e  

E uropean Com m ission – DG TA XUD, th e  

World  Custom s O rganization  and th e  Italian 

Custom s A gency, th e  silh ouette  of th is evolu-

tion w as outlined.

It is th erefore  certain th at counterfe iting 

is an illicit activity link ed w ith  th e  existence  

of an unregulated and subm erged m ark et. 

Th e  m agnitude  of th is global em erging 

crim e  is th reatening, e specially if one  con-

siders th at w h at w e  se e  is  only th e  tip of 

th e  iceberg w h ile th e  m ain part is still sub-

m erged.
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Th e  term  “Intellectual Property R igh ts” 

(IPR s) is often used – even in legal settings 

– in a rath er broad m anner; its m eaning in-

corporates a range  of concepts in w h ich  

th e  legal system  grants protection over th e  

creative activitie s of individuals and organ-

isations. D ifferent types of protection are  

granted by law  to th e  different form s 

th rough  w h ich  creative w ork  is  expressed 

and im plem ented. Th ese  differing types of 

protection generally grant th e  entitled 

partie s w ith  th e  righ t to utilize  – tem porar-

ily and in an exclusive  m anner – th e  re sults 

of th e ir creative w ork ; oth er partie s are  ex-

cluded from  enjoying such  righ ts and th e  

w ork  subject to protection is proh ib ited 

from  be ing reproduced and m ark eted (if 

th e  w ork  is  m ark etable) unless explicitly au-

th orized by th e  ow ner of such  righ ts. Th is 

th erefore  reflects th e  idea th at th e  re sults 

of creative and intellectual w ork  by individu-

als are  not only w orth y of protection but 

are  also susceptible to acq uisition on th e  

part of th e  creating party, in accordance  

w ith  th e  righ t to private  property over m ater-

ial goods. Intellectual Property R igh ts m ay 

th erefore  also be  transferred, sold or li-

censed to th ird partie s.

Th e  protection of th e  creative w ork  is  

based on th e  rationale th at positive  effects 

m ay be  generated for th e  com m on good giv-

en th e  incentive th at th is protection 

provides w ith  re spect to re search  and innov-

ation.

In addition to th e  protection of th e  creat-

ive  activity of individuals and organisations, 

Intellectual Property R igh ts also protect th e  

com m ercial activity of e ith er individual en-

trepreneurs or com m ercial enterprise s. Th e  

latter identify and m ark et th e ir products 

and services under a “sym bol” or a “nam e” 

th at th ey create  to represent th e ir com m er-

cial activity. Th is sym bol or nam e  h as a fun-

dam ental im portance  in m odern trade  

because  it allow s consum ers to distinguish  

products and services offered by different 

entrepreneurs. Consum ers evaluate th e  q ual-

ity and th e  price  of w h at is offered under 

th at particular sym bol or nam e  and th e  en-

trepreneurs w h o invest to add value to th e  

products and services offered and build 

th e ir com m ercial reputations.

In order to m ore  accurately define  th e  

area of influence  of intellectual property 

righ ts, it w ould be  opportune  to initially 

classify th e  variety of creative and innovat-

ive  activitie s th at m ay be  expressed by indi-

viduals, noting th at intellectual property 

law s grant and specify a serie s of righ ts in 

relation to th e  creative idea itself or th e  

form  in w h ich  th e  latter is expressed (m usic 

– film , industrial products – inventions and 

brands, to nam e  a few ).

• Copyrigh t: copyrigh t protection grants 

th e  auth or of artistic, literary and gener-

ally creative w ork  (m usic, film , paintings 

as w ell as softw are) w ith  th e  exclusive  

righ t to control -  for a certain period of 

tim e  -  th e  reproduction, m ark eting or 

adaptation of such  w ork s.

• Pate nts : th e  granting of a patent is th e  

re sult of a new  and creative invention 

1. Inte lle ctual prope rty righ ts
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follow ing th e  presentation of a special re -

q uest, th ereby providing th e  inventor 

w ith  th e  righ t to exclusively but tem porar-

ily enjoy th e  fruits derived from  m ark et-

ing th e  invention.

• Industrial de s igns : guarantee  protec-

tion to a particular form  or style of in-

dustrial activity w h ich  ch aracterizes a 

certain type  of production of th e  party 

retaining such  righ ts, th ereby avoiding 

th e  replication of th is form /style 

w ith out auth orization. Furniture  or tex-

tiles as w ell as spare  parts for autom o-

b iles and m ech anical eq uipm ent are  

exam ples th at w ould fall under th is cat-

egory.

• Trade m ark s : th e se  refer to protection 

th at is granted in favor of a distinctive 

sign ch aracterizing a com m ercial or pro-

ductive activity or th e  supply of a ser-

vice, th ereby preventing th ird partie s 

from  tak ing advantage of th e  reputation 

th at is acq uired by placing th e  tradem ark  

on th e ir products or services. Trade -

m ark s becom e  th e  sym bol of th e  activ-

ity of entrepreneurs offering th e ir 

goods or services on th e  m ark et. Th ey in-

corporate  th e  reputation acq uired by en-

trepreneurs th rough  th e  years of activity 

and are  an assurance  of good q uality for 

consum ers.

Patents, tradem ark s and industrial 

designs are  part of so-called “industrial 

property”, w h ile copyrigh t protects th e  re s-

ults of artistic and literary creation. Both  

form s of protection refer to inform ation or 

k now ledge  w h ich  m ay be  integrated in a tan-

gible m anner and supplied th rough  an unlim -

ited num ber of copie s. Intellectual Property 

R igh ts are  granted to th e  actual content th at 

is sh ared by th e  copie s and not th e  copy it-

self; th e  latter m ay be  transferred, sold and 

distributed and represents a com m ercial 

conseq uence  of Intellectual Property 

R igh ts.

Before  considering specific cases of pro-

tection and th e ir associated righ ts in m ore  

detail, it sh ould be  noted th at intellectual 

property – or, m ore  specifically, th e  righ ts 

deriving from  th e  latter – often acq uire  a 

negative connotation by excluding unau-

th orized partie s from  enjoying th e ir fruits 

and allow ing th e  ow ner of th e se  righ ts to 

act in an alm ost m onopolistic m anner.

Th ese  ch aracteristics of intellectual 

property acq uire  additional significance  

w h en th e  property is link ed to com m ercial 

activitie s on th e  part of th e  party retaining 

th e  associated righ ts, given th at it allow s 

th is party to exclusively exploit  th e ir cre -

ation or invention as w ell as th e  reputation 

acq uired over years and attributed to  th e ir 

tradem ark : th e  "creation" of "brand loy-

alty". Th ere  are  th erefore  com m ercial ele-

m ents link ed to th e  protection of 

intellectual property righ ts – th e  influence  

of th e se  elem ents h as significantly grow n 

over recent years at a rate  th at is alm ost dir-

ectly proportional to th e  expansion of com -

m ercial trade  and th e  expansion of m ark ets.

Th e  req uirem ent for such  protection 

h as also grow n as th e  re sult of anoth er 

factor: th e  possib ility of generating profit 

by exploiting a particular tradem ark  or a 

particular product h as re sulted in th e  ph e -

nom enon of counterfe iting on th e  part of 

subjects w h ich  are  not auth orized to replic-

ate  th e  products or tradem ark s in q uestion. 

Th ese  partie s attem pt to generate  profit by 

exploiting th e  idea, im age  and reputation 

of oth ers.

Alth ough  th ere  are  num erous con-

seq uences deriving from  counterfe iting, it 

sh ould be  noted th at specific concern is 
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caused by th e  evolution of th e  ph enom en-

on itself; th e  target of th e  latter -  and th ere -

fore  th e  products be ing replicated -  h ave 

been gradually ch anging. Luxury goods – ini-

tially considered by counterfe iters as one  of 

th e  m ost profitable goods to replicate  and 

m ark et – h ave progressively been flank ed 

by goods w ith  m uch  broader m ark et penetra-

tion, such  as m usical CD’s or DVD’s and 

sportsw ear, but also toys, spare  parts for m o-

tor veh icles and aircrafts, and particularly 

m edicines. Th e  unauth orized and uncon-

trolled production of th e se  categorie s of 

goods, h ow ever, poses a significant risk  for 

th e  h ealth  and safety of consum ers.

Counterfe iting activitie s – and th e  sh ift 

tow ards goods th at are  m ore  easily replic-

able and m ore  difficult to recognize  as cop-

ie s – h ave becom e  extrem ely profitable and 

w idespread. Th ese  activitie s h ave attracted 

th e  interest of organized crim e  w h ich  today 

-  w ith out th e  sh adow  of a doubt -  pulls th e  

strings and w eaves th e  w ebs in w h ich  th is 

ph enom enon is em bedded.

1.1 Inte lle ctual prope rty

Intellectual property is typically sub -

divided into tw o categorie s reflecting th e  dif-

ferent w ays in w h ich  th e  creative potential 

of th e  h um an intellect and enterprise  is  ex-

pressed: industrial property and copyrigh t.

Th e  difference  underlying th is distinc-

tion is e ssentially based on th e  idea of con-

ceptually separating creative activity w h ich  

re sults in an invention, an innovation or in 

th e  identification of a sym bol representing 

a com m ercial activity, and th at w h ich  yields 

an artistic, scientific or literary creation. In 

th e  first, th e  idea and th e  novelty expressed 

by th e  creation is protected, th ereby ensur-

ing protection against utilization on th e  

part of unauth orized th ird partie s. W ith in 

th is category falls also th e  protection of 

th ose  sym bols or nam es w h ich  are  created 

and utilized by entrepreneurs for com m er-

cial purposes and w ith  w h om  th ey identify 

th e ir com m ercial activity. Th e  protection 

w h ich  is  granted is lim ited in tim e  -  usually 

a tw enty-year period. O n th e  oth er h and, 

copyrigh t doesn’t protect th e  idea itself but 

rath er th e  m anner in w h ich  it is expressed, 

w h eth er as a seq uence  of notes, w ords or 

im ages; th e  protection involves preventing 

oth ers from  copying th is form  of expres-

sion w ith out auth orization: h ence  th e  term  

copyrigh t. Given th at th e  target of protec-

tion th erefore  differs w ith  re spect to indus-

trial property and given th at copyrigh t does 

not involve th e  possib ility of creating a 

m onopolistic use  of inform ation, th e  dura-

tion of th e  protection is longer th an th at 

granted for industrial property; copyrigh t is 

generally granted for th e  w h ole duration of 

th e  auth or’s life  plus a period w h ich  gener-

ally ranges from  50 to 70 years.

D escriptions of copyrigh t and industrial 

property w ill contain references to cur-

rently effective international agreem ents, 

particularly th e  Berne Convention for th e  Protec-

tion of  Literary and  A rtistic Work s and th e  Par-

is Convention for th e  Protection of  Ind ustrial 

Property. Both  h ave been included w ith in 

th e  A greem ent on Trad e-R elated  A spects of  Intel-

lectual Property R igh ts – TR IPs A greem ent initi-

ated by th e  World  Trad e O rganization  (W TO ).

Copyrigh t

Article 2 of th e  Berne  Convention 

defines and outlines th e  field of artistic and 

literary w ork s, stating th at th e  agreem ent 

covers all production w ith in th e  artistic, sci-

entific and literary dom ain, regardless of 
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th e  m eth od or th e  form  in w h ich  th ey are  ex-

pressed

1

. 

Th e  sam e  article provides som e  ex-

am ples of certain productions, including: 

book s and w ritten w ork s in general; ch oreo-

graph ic w ork s and w ork s w ith  entertain-

m ent value; m usical com positions, w ith  or 

w ith out w ords; film  w ork s; painting, design, 

sculptural, engraving and arch itectural 

w ork s; ph otograph ic w ork s; applied art 

w ork s; translations, m usical adaptations and 

arrangem ents; and collections of literary or 

artistic w ork s such  as encyclopedias and an-

th ologies.

Th is list is obviously not considered ex-

h austive  given th at softw are  is also included 

w ith in th e  concept of artistic or literary 

w ork  be ing th e  re sult of creative scientific 

w ork  and th erefore  falling – by all effects – 

under th e  scope  of Article 2.

Th e  copyrigh t h older is granted exclus-

ive  righ ts from  both  th e  Berne  Convention 

as w ell as from  th e  m ajority of national legis-

lations. Th e  term  “exclusive” notes th at 

only th e  copyrigh t h older m ay exercise  

th e se  righ ts, th ereby excluding all unauth or-

ized th ird partie s from  exercising th em . Th e  

copyrigh t h older m ay also decide  to not util-

ize  any of th e  righ ts th at are  provided for, 

or to exercise  th em  over a lim ited period of 

tim e, given th at th is is  a righ t w h ich  fully 

falls under th e  provisions of th e  internation-

al and national legislative fram ew ork s relat-

ive  to copyrigh t.

It is possible to distinguish  betw een tw o 

different typologies of righ ts granted by 

copyrigh t: econom ic righ ts, w h ich  allow  th e  

copyrigh t h older to obtain profits if 

h er/h is w ork  is  utilized by oth er partie s; 

and m oral righ ts, w h ich  allow  th e  copyrigh t 

h older to act in order to m aintain a connec-

tion w ith  th e  re sults of h er/h is creative 

w ork .

Th e  econom ic fram ew ork  of copyrigh t 

generally allow s th e  auth or to proh ib it or 

auth orize  a serie s of be h aviors/actions in 

relation to h er/h is creative w ork , including: 

th e  reproduction of th e  w ork  in various 

form s; th e  distribution of copie s of th is 

w ork  as w ell as its public representation; 

broadcasting of th e  w ork  by radio/televi-

sion or th rough  oth er m edia; translation in-

to oth er languages; and adaptations of th e  

w ork .

It sh ould be  noted th at th e  ability of 

th e  copyrigh t h older to prevent th e  repro-

duction, distribution, m ark eting and im port-

ing of copie s of h er/h is w ork  is  potentially 

th e  central elem ent on w h ich  th e  econom ic 

protection granted by copyrigh t is based; 

th e  latter is re inforced by th e  oth er righ ts 

m entioned above

2

. 

Th e  strictly com m ercial elem ent of 

copyrigh t is supported by an additional ele-

m ent w h ose  specific goal is to guarantee  

th at th e  origin of th e  w ork  is  alw ays ac-

k now ledged and – in accordance  w ith  th e  

provisions of Article 6 b is of th e  Berne  

Convention

3

 – m ust be  considered separate  

from  th e  com m ercial com ponent. In addi-

tion, m oral righ ts m ay not be  transferred – 

unlik e  econom ic righ ts – and th e ir recogni-

tion is only granted to th e  individual au-

th or

4

.

Th e  righ ts analyzed th us far are  gener-

ally attributed to th e  auth or of th e  artistic, 

scientific or literary w ork  by th e  Berne  Con-

vention itself. It is, h ow ever, possible to 

state  th at – alth ough  m oral righ ts are  al-

w ays retained by th e  auth or – com m ercial 

righ ts are  subject to certain exceptions to 
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th e  general rule link ing th e se  righ ts to th e  au-

th or of th e  w ork

5

. 

R igh ts deriving from  copyrigh t are  sub -

ject to lim itations relative to th e  individual 

copies th at are  legally produced, m ark eted 

and acq uired by a th ird party; th e  latter be -

com es th e  ow ner of th e  copy in q uestion. 

In particular, th e  ow ner is not proh ib ited 

from  re - selling th e  copy, w ith  th e  exception 

of cases w h ere  th e  transfer of ow nersh ip oc-

curs betw een partie s operating in different 

countrie s w h ere  th ere  are  im porting lim its re -

lative to such  products

6

.

Th e  lim itations m entioned above in-

clude  a serie s of exceptions th at are  spe -

cified w ith in th e  m ajority of national 

legislations of reference  and w h ich  concern 

particular categorie s of goods. Th e  Berne  

Convention itself, in any case, recognizes 

th e  free  usage  of certain categorie s of 

w ork s w ith in Article 9  (2) so long as th is us-

age  does not interfere  w ith  th e  legitim ate  

righ ts of th e  auth or and does not lie  out-

side  th e  norm al usage  of th e  w ork  in q ues-

tion. Th is free  usage  consists, for exam ple, 

in th e  possib ility of citing certain ph rases 

of a book  w h ile obviously m entioning th e  

source  of th e  citation and th e  auth or as 

w ell as utilizing a w ork  for illustrative, educa-

tional or even inform ational purposes

7

. 

Th e  determ ination of a copyrigh t’s dura-

tion falls under th e  com petence  of national 

legislation. W ith in countrie s th at are  bound 

by th e  Berne  Convention, th e  m inim um  

guaranteed protection m ust, in any case  and 

in accordance  w ith  Article 7, correspond to 

th e  life  of th e  auth or plus fifty years after 

h er/h is death . National legislations differ as 

to w h en th is protection sh ould begin; in cer-

tain cases, th e  initial date  corresponds to 

th e  date  of creation of th e  w ork  w h ile oth -

er cases provide  for th e  date  in w h ich  th e  

w ork  h as been concretely com pleted. Cur-

rent trends h ave involved a length ening of 

th e  period of granted protection in order 

for th e  auth or’s h e irs to m ore  fully enjoy 

th e  fruits of th e  creative w ork

8

.

Pate nts

Patents grant a serie s of righ ts th at are  

exclusive  and lim ited in tim e  w ith  regards 

to th e  creation of a product or an innovat-

ive  productive process. Th is provides an 

outline  of th e  prim ary ch aracteristics of 

th is form  of protection of industrial prop-

erty. Firstly – and unlik e  copyrigh t – th e  at-

tainm ent of a patent is th e  re sult of a 

regular procedure  w h ereby th e  patent is re -

q uested, im plem ented by a private  citizen 

or an em ployee  of an organization w ith  re -

spect to th e  governm ent – given th at th e  

latter is th e  entity w h ich  grants th e  righ ts 

th at are  provided for by protection regula-

tions.

Secondly, th is protection is only granted 

in connection w ith  th e  creation of an in-

novation, w h eth er a product or a product-

ive  process. Th e  underlying rationale for 

granting th is protection is based on a partic-

ular type  of “exch ange” th at is im plem en-

ted betw een th e  inventor and th e  

governm ent. Th e  latter, in fact, grants th e  

protection deriving from  a patent on th e  

condition th at th e  creating party reveals th e  

tech nology or th e  procedure  underlying th e  

invention; th e  tech nology/procedure  is de -

scribed during th e  req uest procedure  and 

th en recorded w ith in state  arch ives once  

th e  patent is granted. In th is m anner, th e  

governm ent re serves th e  righ t to asse ss th e  

existence  of th e  pre -req uisites w h ich  form  

th e  basis for granting th e  protection and 

th ereby acq uire s th e  “secrets” of th e  inven-
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tion; th e  exclusive  utilization of th e  latter 

w ill be  protected for a lim ited period of 

tim e, typically tw enty years. Given th at th e  

k now ledge  underlying th e  invention is, 

h ow ever, of public dom ain, oth er partie s 

m ay create  im provem ents of th e  tech no-

logy itself and req uest a patent on such  im -

provem ents.

Th e  th eoretic justification underlying 

th e  granting of a patent – de spite  be ing cur-

rently subject to criticism  from  several 

fronts

9

 – involves th e  idea th at th e  tem por-

ary protection serves as both  an incentive 

for re search , experim entation and innova-

tion as w ell as a guarantee  th at th e  idea it-

self w ill be  preserved w ith in registrie s th at 

are  m ade  public and finally available to th e  

public at th e  end of th e  granted protection 

period.

In accordance  w ith  th e  provisions of Art-

icle 27 of th e  TR IPs Agreem ent, a patent 

m ay be  granted for an invention – w h eth er 

a product or productive process – if it not 

only represents a novelty but also incorpor-

ates a creative/inventive elem ent in addi-

tion to be ing susceptible to industrial 

application

10

. 

Th e  subseq uent article specifie s th e  ex-

clusive  righ ts th at are  granted to th e  patent 

h older follow ing its granting. In particular, 

and if th e  subject of th e  patent is a 

product, th e  patent h older retains th e  righ t 

to prevent th ird partie s from  producing, util-

izing, selling, m ark eting and im porting th e  

product in q uestion w ith out h er/h is con-

sent. If, on th e  oth er h and, th e  subject of 

th e  patent is a productive process, th e  pat-

ent h older m ay prevent th ird partie s from  

utilizing th e  productive process in q uestion.

For th is purpose, it sh ould be  noted th at 

th e  granting of a patent does not autom atic-

ally im ply th e  possib ility of m ark eting th e  

product over w h ich  protection h as been at-

tained. Th e  m ark eting of th e  product m ay 

only be  im plem ented in com pliance  w ith  all 

law s and auth orizations regulating such  m at-

ters. Consider, for exam ple, protection con-

cerning th e  production of a new  type  of 

m edicine : th e  patent does not correspond 

to an auth orization to m ark et th e  m edicine; 

m ark eting th e  latter w ill req uire  com plying 

w ith  all req uired law s and procedures.

In accordance  w ith  th e  provisions of 

th e  Paris Convention – w h ose  norm s are  

m oreover incorporated w ith in th e  TR IPs 

Agreem ent – th e  application procedure  for 

a patent w ith in a m em ber state  is coupled 

w ith  a priority righ t relative to th e  presenta-

tion of th e  sam e  patent req uest in one  or 

m ore  oth er countrie s w h ich  h ave ratified 

th e  convention. In th is case, th e  application 

procedure  im plem ented in th e  second coun-

try is assigned th e  sam e  date  as th e  date  of 

presentation of th e  first application. Th e  

priority righ t h as a duration of tw elve 

m onth s from  th e  date  of presentation of 

th e  first patent application in any of th e  

m em ber states.

Th e  Paris Convention and th e  TR IPs 

Agreem ent itself also stipulate lim its to th e  

sole righ ts deriving from  th e  patent, 

th ereby reflecting th e  balance betw een 

private  and collective interest w h ich  ch arac-

terizes regulations in th is sector. Article 5, 

A, (2) of th e  Paris Convention, in fact, con-

siders th e  case  in w h ich  th e  patent h older 

decides to abuse  h er/h is righ ts by not utiliz-

ing th e  invention. In th is case, th e  granting 

of a righ t to a private  citizen w ould not res-

ult in a real benefit for th e  com m unity – at 

least not until th e  expiration of th e  patent. 

In order to prevent such  situations, th e  art-

icle provides for th e  possib ility of m andat-

ory licenses relative to th e  usage  of th e  
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product or th e  productive process

11

.

National law s regulating th is area m ay 

also specify oth er cases allow ing th e  utiliza-

tion of a good subject to protection 

w ith out th e  auth orization of th e  patent h old-

er. Th ese  cases generally refer to situations 

in w h ich  – due  to th e  very nature  of th e  

product or productive process – priority is 

given to th e  collective interest or to utiliza-

tion of th e  invention on th e  part of th e  gov-

ernm ent, th ereby re sulting in (typically rare) 

m andatory licenses in favor of governm ent 

entitie s or structures

12

.

At th e  end of th e  period of sole (exclus-

ive) righ ts granted by th e  legal system , th e  in-

vention becom es of public dom ain and th e  

righ t to com m ercially exploit it becom es uni-

versal given th at th e  original inventor no 

longer retains th e  exclusive  righ ts.

Industrial de s igns

Th e  protection of industrial designs is 

provided for in th e  Paris Convention and 

th e  TR IPs Agreem ent. W h ile th e  form er 

only establish e s a generic com m itm ent as-

sum ed by m em ber states in th is regard

13

, 

th e  latter contains m uch  m ore  detailed regu-

lations. Article 25.1 of th is agreem ent af-

firm s th at m em ber states m ust com m it to 

granting protection to th ose  industrial 

designs w h ich  present ch aracteristics of nov-

elty or originality alth ough  it is possible to 

deny protection to products w h ose  de sign 

h as been exclusively dictated by th e ir de -

signed function.

Th e  definition found w ith in th e  TR IPs 

Agreem ent serves as a good starting point 

for considering certain ch aracteristic ele-

m ents of protection th at are  granted to in-

dustrial designs by th e  legal system  of th e  

state. Th e  de sign is considered to be  a 

purely aesth etic or ornam ental elem ent th at 

is incorporated w ith in an object th at is 

m ass-produced. R eference  is th erefore  

m ade  to products deriving from  an industri-

al process w h ose  aesth etic elem ent serves a 

differentiating function w ith  re spect to oth -

er products of th e  sam e  category and 

w h ich  are  created for th e  sam e  purpose. 

Th e  aesth etic elem ent – s im ilarly to th e  

q uality, price  and function of th e  m ark eted 

good – represents one  of th e  potential se -

lection criteria of th e  consum er. Th e  need 

to protect th is distinctive elem ent derives 

from  th is ab ility to influence  consum er 

ch oices.

Th is protection is only granted to a 

design relative to a good produced on an in-

dustrial scale th at posse sse s certain specific 

ch aracteristics. Th ese  ch aracteristics – as 

noted m oreover in Article 25.1 of th e  

TR IPs Agreem ent – include  th e  novelty or 

originality of th e  de sign and th e  fact th at 

th e  latter is not exclusively im posed by th e  

function for w h ich  th e  good is produced. 

Granting protection over th e  de sign of 

w idely distributed products – such  as a 

sim ple screw  or a belt – w ould distort th e  

m ark et by creating m onopolies in w h ich  

only one  producer w ould h ave th e  possib il-

ity of m anufacturing and selling screw s or 

belts. O n th e  oth er h and, it is possible to 

protect a particular design applied to 

screw s or belts if th is de sign represents a 

novelty and ch aracterizes th e  producer, 

th ereby rew arding th e  latter for th e  effort 

and creativeness involved in th e  de sign and 

stim ulating furth er re search  in th is realm .

Th e  identification of th e  good w h ich  is  

subject to th e  protection guaranteed by in-

dustrial design righ ts allow s th is protection 

to be  differentiated from  copyrigh t protec-

tion. Copyrigh t, in fact, protects an idea ex-
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pressed in a particular form  w h ile in th is 

case  th e  idea itself is protected; th e  idea is 

defined as an abstract concept incorporated 

w ith in th e  good but it is not th e  latter th at 

is protected but rath er th e  idea underlying 

th e  good.

Th e  protection is granted follow ing th e  

com pletion of a procedure  for th e  registra-

tion of th e  industrial design; its duration var-

ie s from  country to country, ranging from  a 

m inim um  of ten to a m axim um  of tw enty 

five  years. Th e  righ ts are  usually granted to 

th e  creator of th e  de sign

14

.

Th e  guaranteed righ ts are  also exclusive  

in th is case  and serve th e  final purpose  of 

preventing unauth orized th ird partie s from  

com m ercially exploiting th e  registered indus-

trial design. In particular, unauth orized 

th ird partie s m ay not im plem ent th e  follow -

ing actions for com m ercial purposes: m anu-

facture, im port, sell or m ark et goods w h ich  

reproduce  or incorporate  th e  protected in-

dustrial design

15

. 

Trade m ark s

A tradem ark  is  a sym bol and/or a nam e  

w h ich  identifie s th e  goods or services of an 

entrepreneur and/or h er/h is com pany and 

allow s consum ers to distinguish  goods or 

services from  th ose  supplied from  oth er 

com panies or entrepreneurs. Th e  prim ary 

function of a tradem ark  is  th erefore  to dif-

ferentiate  m anufacturers, suppliers of ser-

vices and entrepreneurs in general and is 

obviously link ed to th e  q uality of w h at th ey 

offer and m ark et. Th e  rationale be h ind th e  

existence  of a tradem ark  is  based on a collec-

tion of interests given th at it is im portant 

th at th e  consum er can direct h er/h is pur-

ch asing ch oices tow ards products w h ose  ori-

gin represents a q uality guarantee  and th at 

th e  efforts im plem ented by th e  producer – 

in order to reach  th e se  q uality standards – 

are  protected.

In th is case, protection for th e  con-

sum er and th e  entrepreneur m eld togeth er, 

th ereby creating th e  basis of tradem ark  pro-

tection regulations contained w ith in th e  leg-

al system .

Article 15.1 of th e  TR IPs Agreem ent al-

low s th e  tradem ark  to be  defined as any 

sym bol, nam e  or com bination of th e  latter 

– given th e  re strictions described below  – 

w h ich  allow  th e  products or services of 

one  com pany to be  distinguish ed from  

th ose  of oth er com panies. Th e  definition 

includes tw o correlated elem ents or func-

tions. Th ese  elem ents or functions are  con-

tained w ith in th e  distinguish ing nature  of 

th e  tradem ark ; such  a distinguish ing nature  

is, m oreover, req uired in order to register 

th e  m ark  itself and allow s th e  consum er to 

identify th e  good/service.

Th e  existence  or inexistence  of th e  dis-

tinguish ing function of th e  tradem ark  al-

low s th e  variety of sym bols and nam es 

existing in nature  to be  placed w ith in a h y-

poth etical continuum ; th e  latter is lim ited by 

clearly distinctive or arbitrary sym bols or 

nam es at one  end, and generic sym bols or 

nam es at th e  oth er. Th e  m ore  a sym bol is 

arb itrary or distinctive or com es close  to 

h aving such  ch aracteristics, th e  m ore  it w ill 

tend to be  considered representative of a 

particular producer of goods and services, 

th ereby allow ing it to be  used as a trade -

m ark . O n th e  oth er h and, an excessively 

generic nam e  or sym bol does not suffi-

ciently guarantee  th e  distinguish ing func-

tion of th e  tradem ark  and its usage  for th is 

purpose  w ill not be  recognized by th e  legal 

system . Consider, for exam ple, th e  usage  

of th e  H ew lett Pack ard (H P) tradem ark  for 
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th e  production of electronic devices for 

PCs, such  as printers, scanners and even di-

gital cam eras. H P is a sufficiently arbitrary 

or distinctive nam e  and th ereby allow s th e  

consum er to differentiate  a printer pro-

duced by H ew lett Pack ard, for exam ple, 

from  oth er printers th at are  m ark eted by oth -

er producers. Th e  sam e  can not be  said, 

h ow ever, for a m anufacturer w h ich  intends 

to use  th e  w ord “printer” as a tradem ark , giv-

en th at th is term  is clearly generic and does 

not serve any distinguish ing function. Th is 

argum ent m ay also be  extended to cases 

w h ere  th e  tradem ark  is  not a nam e  but a 

sym bol.

Furth er lim itations involve th e  utiliza-

tion of certain categorie s of sym bols such  

as country flags or sym bols of international 

organizations or oth er sym bols w h ich  m ay 

be  eth ically w rong or could negatively af-

fect public order

16

, in accordance  w ith  th e  

Paris Convention. Th e  said convention also 

specifie s th at national auth oritie s w h ich  are  

entrusted w ith  th e  task  of registering trade -

m ark s m ay oppose  a registration in th e  case  

th at th e  tradem ark  in q uestion is a reproduc-

tion, im itation or translation of a previously 

k now n m ark  in th at country

17

.

Th e  protection granted to tradem ark s 

by th e  legal system  m ay re sult from : a) th e  

registration of a tradem ark  or, if req uired, 

b) th e  prolonged utilization of th e  latter. 

Th e  Paris Convention, in any case, req uire s 

th at all m em ber states – even th ose  w h ich  

grant protection on th e  basis of usage  – cre -

ate  a registry of tradem ark s. R egistration is 

im plem ented by m eans of an application; 

th e  purpose  of th e  latter is to allow  th e  gov-

ernm ent to verify th e  existence  – or inexist-

ence  – of th e  ch aracteristics th at are  

req uired for th e  sym bol or nam e  to be  util-

ized as a tradem ark . Th is application proced-

ure  is currently th e  m ost w idespread w h ile 

usage  prim arily acq uire s a certain level of 

significance  in com m on law  jurisdictions.

Th e  righ ts w h ich  th is protection grants 

to th e  ow ner of th e  registered tradem ark  

are  link ed to th e  exclusive  usage  of th e  lat-

ter, given th at th e  ow ner m ay prevent unau-

th orized th ird partie s from  com m ercially 

exploiting th e  m ark  or a sim ilar one  for sim -

ilar products or services. Th is prevents con-

sum ers from  be ing dece ived or in any case  

prevents confusion w ith  regards to th e  re -

gistered tradem ark

18

. Th e  duration of th e  

protection varie s from  country to country, 

but th is lim itation is e ssentially based on 

th e  bureaucratic form alism  of th e  adm inis-

trations w h ich  are  entrusted w ith  tradem ark  

registration – given th at it is possible to re -

new  th e  protection term  for an eq uivalent 

duration on th e  expiration date  of each  

term . Th is not only ensures control over 

continuity in th e  utilization of th e  m ark  but 

also ensures a revenue  stream  for th e  gov-

ernm ent given th at both  th e  renew al and 

th e  initial registration include  a ch arged fee. 

In any case, th e  TR IPs Agreem ent states 

th at th e  m inim um  duration of a granted 

protection term  -  from  both  th e  initial regis-

tration as w ell as subseq uent renew al dates -

m ay not be  less th an seven years

19

.

Th e  ow ner of a registered m ark  m ay 

th erefore  utilize  th e  latter in order to distin-

guish  th e  registered products or services; 

th e  actual m ark eting of th e se  products w ill, 

in any case, be  subject to furth er regulation 

and m ay req uire  specific auth orizations, for 

exam ple. Th is is  th e  active elem ent of th e  

protection w h ich  operates in conjunction 

w ith  th e  m erely negative and exclusive  ele-

m ent. O nce  th e  goods or services h ave 

been m ark eted, th e  ow ner of th e  righ ts 

loses, h ow ever, th e  possib ility of con-
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trolling th e ir subseq uent sale, in accordance  

w ith  th e  principle th at th e  righ t to control 

th e  sales of goods or services ends after th e  

first sale. All of th e  above is certainly applic-

able w ith in th e  national territory of a coun-

try but th ere  m ay be  lim itations w ith in 

international com m erce  w h ere  th ere  are  dif-

ferent norm s lim iting parallel im ports, i.e. 

th ose  w h ich  are  not directly auth orized by 

th e  producer

20

. In any case, th e  producer re -

tains th e  righ t to apply h er/h is tradem ark  

on th e  products or services w h ich  sh e/h e  

m ark ets as w ell as on pack ages containing 

th e se  products. Th e  producer m ay oppose  

any destruction of th e  m ark  or any re -pack -

aging or alteration of th e  product

21

. 

Given th at th e  purpose  of th e  protec-

tion granted by th e  legal system  is closely 

link ed to th e  com m ercial activity and th e  

ability to distinguish  th e  origin of products 

or services, it follow s th at th e  registration 

of a tradem ark  assum es a utilization of th e  

latter. An unjustified failure  to utilize  th e  re -

gistered tradem ark  w ill, first of all, allow  oth -

er partie s to tak e  action in order to cancel 

th e  tradem ark  so th at th e  latter m ay be  

new ly registered but w ith  a different ow ner. 

Th is obviously does not apply in th e  case  

th at th e  failure  to utilize  th e  tradem ark  is  

justified, such  as in cases of uncontrollable 

circum stances. It sh ould, h ow ever, be  

noted th at – in th e  case  of legal action initi-

ated for th e  purposes of canceling th e  

tradem ark  – th e  burden of proof is re -

versed and falls upon th e  party ow ning th e  

tradem ark  w h o m ust prove th e  utilization 

of th e  latter or provide  evidence  of causes 

th at prevented its utilization

22

. 

Th e  loss of th e  tradem ark ’s distinguish -

ing function w ould serve as an additional 

case  w h ere  cancellation is w arranted. Con-

sider, for exam ple, th e  case  in w h ich  a pro-

ducer’s m ark  or a nam e  attributed to a 

product becom es synonym ous w ith  th e  

product itself, as occurred in th e  case  of as-

pirin. In th e se  cases, th e  m ark  is  defined as 

h aving acq uired a generic nature.

O w nersh ip of th e  tradem ark  – s im ilarly 

to oth er intellectual property righ ts – m ay 

be  sold. It m ay also be  subject to specific li-

censing agreem ents w h ich  auth orize  th ird 

partie s to utilize  th e  tradem ark  for com m er-

cial purposes w h ile sim ultaneously allow ing 

th e  ow ner of th e  tradem ark  to control th e  

q uality of any m ark eted products.
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regards to th e  q uality of products or services. W IPO , (2004b), cit., page  84.

21 “Altering th e  product and selling it under th e  sam e  m ark  h as th e  sam e  effect as affixing th e  m ark  to goods, 

th at is, it gives th e  consum er th e  im pression th at th e  genuine  product h as been m ark eted by th e  tradem ark  

ow ner under h is  m ark . If th at is not true, th e  tradem ark  ow ner h as a righ t to intervene.” W IPO , (2004b), cit., 

pages 84 – 85.

22 Th is reversal of th e  burden of proof is justified by th e  excessive  difficulty facing an affected th ird party in 

trying to prove th at a tradem ark  h as not been utilized. W IPO , (2004b), cit., page  78.
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2. Counte rfe iting

2.1 Ge ne ral e le m e nts

Intellectual property righ ts, as previ-

ously noted, include  an econom ic elem ent. 

In certain cases -  such  as copyrigh t – th ere  

is  an additional m oral com ponent w h ich , in 

any case, does not underm ine  th e  possib il-

ity th at th e se  righ ts are  com m ercially ex-

ploited by th e  re spective partie s h olding 

such  righ ts. It is th is com ponent – and th e  

profits th at m ay be  derived from  it – w h ich  

serves as th e  deepest cause  of th e  counter-

fe iting ph enom enon and th e  roots to th e  lat-

ter; over tim e  and in conjunction w ith  th e  

evolution of th e  social-econom ic environ-

m ent of reference, oth er causes h ave been 

added.

A note  w ith in Article 51 of th e  TR IPs 

Agreem ent specifie s and distinguish e s 

betw een th e  concepts of counterfe iting and 

piracy by referring to counterfe it trad em ark  

good s and pirated  copyrigh t good s.

Th e  first m eaning includes violations rel-

ative to th e  unauth orized affixing – on a 

product or on its pack age  – of a tradem ark  

identical to a tradem ark  th at is validly re -

gistered for th e  products in q uestion or of 

a tradem ark  th at can not be  distinguish ed 

from  th e  latter

1

. Th e  concept of pirated  copy-

righ t good s, on th e  oth er h and, refers to usurp-

ing goods, i.e. th ose  products w h ich  are  

unauth orized copie s of products protected 

by intellectual property righ ts

2

.

Th e  term s counterfe iting and counter-

fe it goods w ill be  used w ith  a broader m ean-

ing th rough out th is report, in accordance  

w ith  a trend em erging in th e  m ajority of 

th e  international reports and studie s, 

w h ereby th e  tw o cases provided for by th e  

agreem ent of th e  World  Trad e O rganization  

(W TO ) are  included w ith in th e se  um brella 

term s

3

. Th is ch oice  is not only based on an 

increased ease  of analysis and description 

but is also due  to th e  possib ility of discuss-

ing th e  counterfe iting and piracy ph e -

nom enon togeth er – given th at both  

involve causes and effects th at are  often 

link ed. Specific care  w ill obviously be  given 

to h igh ligh ting, if necessary, any specific 

elem ents of th e se  tw o categorie s.

Th e  term  counterfe iting is h ereby 

defined as th e  illegal reproduction or im ita-

tion of products, given th at th is illegality is 

th e  re sult of a violation of any type  of in-

tellectual property righ ts. In addition, spe -

cific em ph asis w ill be  placed on attem pting 

to provide  a crim inological interpretation 

of counterfe iting, dissecting its link s w ith  

organized crim e  and analyzing its com plex-

itie s; th e  ph enom enon is e ssentially a pro-

cess w h ereby an illegal product is supplied 

to a conscious or unconscious final user in-

volving a production step w h ich  only rep-

re sents th e  spark  initiating th e  engines of a 

com plex and branch ing ch ain of illegal dis-

tribution.

H aving noted th at counterfe iting alw ays 

involves an infringem ent of th e  intellectual 

property righ ts of th e  re spective partie s re -

taining such  righ ts, it is now  possible to bet-

ter understand th e  ph enom enon in 

q uestion as w ell as th e  evolution of th e  lat-
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ter in recent years. It is natural to note  – 

even for som eone  tack ling th is problem  for 

th e  first tim e  – th at counterfe iting is a ph e -

nom enon in constant grow th  w ith  evolving 

“targets”. Th is statem ent m ay serve as a po-

tential starting point for analyzing th e  prob-

lem ; th e  causes underlying th is expansion, 

its negative effects, th e  problem s re sulting 

from  th e  involvem ent of organized crim e  

in counterfe iting as w ell as th e  risk s  link ed 

h aving certain types of replicated products 

on th e  m ark et, w ill be  analyzed sub -

seq uently.

2.2 Counte rfe iting: a grow ing 

ph e nom e non

Th e  variety of studie s im plem ented 

w ith  re spect to th is ph enom enon, as w ell as 

th e  various reports of international organiza-

tions th at are  involved in analyzing th e  lat-

ter for various reasons, alm ost alw ays 

contain com m entary on th e  grow th  of th is 

activity.

Th e  grow th  in q uestion sh ould be  ana-

lyzed from  at least tw o perspectives. Th e  in-

crease  in volum es of “fak e s” and th e ir 

penetration of legal m ark ets m ust, in fact, 

be  interpreted 1) as an increase  in th e  type  

of products w h ich  are  counterfe ited and 2) 

as an increase  in th e  num ber of partie s in-

volved in th e se  illegal activitie s. Th ese  tw o 

perspectives also include  oth er factors: an 

im provem ent in th e  q uality of replicated 

products – q uality referring to th e  difficulty 

in distinguish ing th e  fak e  from  th e  original 

– as w ell as an increasing trend in m anaging 

th e  production and trade  of such  goods at 

increased levels of organization.

In order to provide  som e  e stim ates on 

th e  current size  of th e  ph enom enon, refer-

ence  can be  m ade  to certain international 

studie s and reports. It sh ould, h ow ever, be  

noted th at th e se  e stim ates refer to a ph e -

nom enon link ed to illegal m ark ets and it is 

th erefore  difficult to q uantify figures given 

th e  problem s associated w ith  collecting cer-

tain data. Th e  possib ility of accurately 

q uantifying th e  problem  faces several 

obstacles. O ne  obstacle is related to th e  

tim e  of production: given th at th e se  

products are  generally distributed and m ar-

k eted w ith in a non-regulated m ark et, no re -

cordings or arch ives are  k ept and th erefore  

an accurate  e stim ate  is im possible.  

For th e  sam e  reason, th e  exact incid-

ence  of illegal com m erce  w ith  re spect to its 

legal counterpart is difficult to q uantify. 

Th e  e stim ates w h ich  are  h ereby reported 

m ust th erefore  serve  as useful indices in or-

der to understand trends relating to th e  ph e -

nom enon but th e  nature  of th e  latter 

prevents exact e stim ation. Let’s now  turn to 

th e  e stim ates: according to th e  Com m ission 

of th e  European Com m unitie s counterfe it-

ing w ould total betw een 5-7% of th e  total 

legal m ark et

4

 w h ile th e  O rganization for E co-

nom ic Cooperation and  Developm ent (O ECD ), 

w h ich  w as previously supporting th is fig-

ure, prefers now  to rely on a num eric value 

instead of a percentage, affirm ing th at at 

least 200 b illion US dollars of international 

trade  in 2005 could h ave been in counter-

fe it or pirated products

5

. Th e  World  H ealth  

O rganization  (W H O ) reports th at betw een 7-

10% of all ph arm aceuticals products in th e  

w orld w ould be  counterfe its, reach ing a 

total of 30-40% in certain African coun-

trie s

6

.

In m ore  detail, th e  counterfe iting report 

of th e  European Com m ission states th at 

one  out of every five  French  industrie s 

w ith  m ore  th an fifty em ployees reported at 

least one  case  of infringem ent of Intellectu-
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al Property R igh ts, w h ile th e  US Copyrigh t In-

d ustry e stim ates th at 12-15 b illion US dollars 

are  lost in th is sector as a re sult of such  viol-

ations. Th e  report of th e  European Com -

m ission also states th at th e  sectors w h ich  

are  m ost affected by th e  ph enom enon in-

clude  th e  data-processing sector – in w h ich  

th e  trade  of counterfe it products reach e s 

an incidence  of 35% of all com m erce  – as 

w ell as th e  audiovisual sector (25%), th e  toy 

sector (12%), th e  perfum e  sector (10%), 

ph arm aceuticals (6%), th e  clock  sector 

(5%)

7

, as w ell as th e  ph onograph ic sector 

and th at relative to th e  production of spare  

parts for veh icles.

Graph ic no. 1 m ore  accurately illustrates 

th e  extent of th e  problem  and presents th e  

re sult of processing data relative to official 

statistics on counterfe it goods se ized at th e  

borders of th e  European Union

8

. 

Th e  se izure  of counterfe it goods w ith in 

th e  EU in th e  year 2000 totaled alm ost 68 

m illion goods and reach ed 9 5 m illion goods 

in 2001. Th e  years 2002 and 2003 reported 

alm ost unvarying figures – 85 and 9 2 m il-

lion goods, re spectively – w h ile 2004 and 

2006 reported a significant increase  in 

se ized goods: m ore  th an 103 m illion goods 

in 2004 and m ore  th an 128 m illion in 2006 

follow ing a sligh t decrease  in 2005, totaling 

76 m illion goods.

Th e  data collected in 2001 by custom s 

auth oritie s report a disturbing figure : a 39 % 

increase  in se ized goods w ith  re spect to 

2000, a trend w h ich  is  also confirm ed w h en 

th e  years 2000 and 19 9 9  are  com pared. 

2004 and 2006 also reported significant in-

creases w ith  re spect to th e ir preceding years 

– 12% and alm ost 70%, re spectively. Th e  

total increase  in goods intercepted at EU 

borders over th e  2000-2006 period eq ualed 

to 88%.

Th is dram atic increase  in se izures 

sh ould be  interpreted not only as th e  re sult 

of th e  grow th  of th e  ph enom enon but also 

as a conseq uence  of a m ore  efficient legisla-

tion adopted w ith in th e  European Union 

regarding custom s controls

9

.

Graph ic 1

Th e  R eport presented by th e  World  Cus-

tom s O rganization  (W CO ) for th e  year 

2006

10

 allow s considerations m ade  so far 

for th e  European Union to be  extended to 

oth er geograph ical areas. In th e  year 2006, 

th e  United States of Am erica w itnessed an 

increase  in se izures of counterfe it goods of 

83% over th e  previous year. In South  Am er-

ica m ore  th an 200,000,000 counterfe it 

item s w ere  se ized at th e  States borders in 

2006. O f th e se, a considerable am ount 

cam e  from  a noticeable se izure  of pirated 

CD s and DVD s reported by Ecuador cus-

tom s officers. Graph ic no. 2 sh ow s an inter-

pretation of th e  enforcem ent activity 

undertak en by national Custom s Agencie s 

in South  Am erica, expressed by num ber of 

se izures w h ile Graph ic no. 3 sh ow s th e  rel-
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ative w e igh t of th e  before  m entioned 

se izure  of CD s and DVD s in Ecuador w ith  

re spect to th e  Area re sults.

Graph ic 2

Graph ic 3

In 2006, only four African Countrie s re -

ported to th e  W CO  th e  se izure  of counter-

fe it products: Senegal, South  Africa, 

Mozam biq ue, and Uganda. For South  

Africa and Mozam biq ue  se izures m ade  by 

Custom s w ere  related to counterfe it cigar-

ettes w h ile in Uganda a cargo containing 

boxes of fak e  sh oe  polish  w as se ized. In 

Senegal th e  custom s officers intercepted 

several counterfe it “Pfizer Viagra” tablets 

and pirated DVD s.

Graph ic 4

In th e  Asian region, Custom s’ activity 

experienced an increase  of 39 % se ized 

item s in com parison w ith  th e  previous year, 

totaling over 15,000,000 units intercepted. 

Ch ina is th e  m ost interested and active 

country, w ith  676 se izures and m ore  th an 9  

m illion item s intercepted. Graph ics no. 4 

and no. 5 sh ow  th e  geograph ic allocation 

of se izures and item s se ized for th e  Asian 

region.
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Graph ic 5

R egarding th e  Com m onw ealth  of Inde -

pendent States, R ussian Federation is still 

th e  country m ost affected by th e  problem  

totaling in 2006 15 se izures and m ore  th an 

37,000 item s intercepted.

Turning th e  attention to th e  different 

types of com m oditie s intercepted, and w ith  

particular regards to th ose  categorie s th at 

are  potentially m ore  th reatening for th e  con-

sum ers’ h ealth  and safety, th e  year 2006 w it-

nessed an increase  in se izures of 

counterfe it ph arm aceutical products over 

th e  year 2005 in several Mem ber Countrie s 

of th e  W CO . Th e  United K ingdom  

(710,083 item s intercepted), France  

(328,144) and Belgium  (161,040) registered 

in 2006 th e  m ost incisive  action of th e ir re -

spective Custom s Agencie s in th e se  regards, 

w h ile India w as confirm ed as one  of th e  

m ost im portant sources of counterfe it ph ar-

m aceutical products follow ed by Ch ina, 

H ong K ong (Ch ina) and Th ailand, as Graph -

ic no. 6 clearly sh ow s.

Graph ic 6

Italian Custom s in 2006 intercepted th e  

h igh e st num ber of counterfe it spare  parts 

for th e  autom otive sector (121,229  item s in-

tercepted), follow ed by th e  Ph ilippines Cus-

tom s (49 ,328) and by th e  Custom s 

Agencie s of Lith uania (30,517) and Ger-

m any (27,252). Th e  Italian Custom s also re -

gistered th e  h igh e st num ber of counterfe it 

toys se ized in th e  years 2005 and 2006 

(10,051,781 item s intercepted in 2006), fol-

low ed by th e  D utch  (1,243,777) and Ger-

m an (468,062) Custom s.

Considering only th e  territory of th e  

European Union and th e  statistics pub-

lish ed by th e  European Com m ission – D G 

TAXUD  in th e  period 2000-2006, th e  CD -

DVD  sector (Graph ic no. 7) h as been par-

ticularly affected; alth ough  th e  graph ic illus-

trates data w h ich  are  not constant across 

th e  analyzed tim e  period, th is sector repres-

ents 40% and 35% of total products se ized 

at EU borders in th e  years 2001 and 2003, 

re spectively. In addition, a significant in-

crease  in counterfe it cloth ing item s (Graph -
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ic no. 8) w as reported as of th e  year 2005; 

in th e  years 2000 and 2001, th e se  item s 

w ere  eq ual to 7% and 5% of total se ized 

goods w h ile in th e  year 2005 th ey w ere  

eq ual to 15% of th e  total. Th is figure  

sligh tly decreased in 2006 but rem ained relat-

ively h igh , representing m ore  th an 11% of 

all products se ized at EU borders.

Th e  food and beverages sector (Graph -

ic no. 9 ) as w ell as th e  toy sector (Graph ic 

no. 10) report inconstant trends for th e  

2000-2006 period, but th e ir presence  w ith in 

th e  EU m ark et is a sign of th e  w idespread 

presence  of products w h ich  are  very risk y 

for th e  h ealth  and safety of consum ers.

Graph ic 7 Graph ic 9

Graph ic 8 Graph ic 10
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For th e  European Com m unity area th e  

considerations regarding counterfe it ph arm a-

ceuticals are  m ore  lim ited; data for th is cat-

egory h as only been analyzed separately by 

EU auth oritie s – entrusted w ith  th e  statistic-

al analysis of border se izures – s ince  2005. 

Th is category w as previously included w ith -

in th e  category “oth er products”, w h ich  

today still includes th e  sector for spare  auto-

m obile parts. Th e  reported increase  in 

se ized counterfe it m edicines during th e  

2005-2006 period is, in any case, significant 

since  it totaled 383%. Seizures of such  

goods, in fact, increased from  alm ost 

570,000 products in 2005 to m ore  th an 

2,700,000 in 2006.

Th e  exponential grow th  of th e  problem  

h as been reported in th e  European territor-

ie s for som e  tim e. As of 19 9 6, Germ an cus-

tom s offices recorded an increase  in 

se izures of non-original products th at w as 

e igh t tim es greater th an th at of th e  previ-

ous year; over th e  sam e  period, French  cus-

tom s officials intercepted 45% m ore  

counterfe it goods

11

. 

Italy is confirm ed as one  of th e  

European Union m em ber countrie s m ost af-

fected by counterfe iting, w ith  m ore  th an 22 

m illion item s se ized in 2004 by th e  cus-

tom s, and m ore  th an 18 m illion in 2006

12

. 

Aggregated data considering th e  activity of 

custom s and police  forces in Italy sh ow  a 

constant or increasing trend for som e  specif-

ic m erch andise  sectors as w ell as for th e  ph e -

nom enon in general, as visible in Graph ics 

no. 11, 12 and 13.

Graph ic 11

Graph ic 12

Italy represents also an im portant entry 

point for various categorie s of counterfe it 

products destined to oth er EU countrie s. 

Th e  greatest part of th em  originates from  
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Ch ina. Considering th e  years 2004, 2005 

and 2006 th e  incidence  of Ch inese  counter-

fe its w ith  re spect to th e  total num ber of 

item s se ized by th e  custom s in Italy w as of 

82.5%, 9 1.5% and 9 3.4% respectively

13

. 

H ow ever, due  to its geograph ical location, 

th e  Italian territory represents also a bridge  

for infringing products originating from  – 

or transiting th rough  – countrie s lik e  

Greece  and Turk ey. In som e  cases th e  m er-

ch andise  w as intended for th e  m ark ets of 

oth er EU m em ber states, lik e  Spain or th e  

United K ingdom

14

.

Graph ic 13

Th e  grow th  levels of counterfe iting are  

associated w ith  th e  significant developm ent 

of international com m erce, th e  international-

ization of th e  econom y, th e  large - scale distri-

bution of new  tech nologies, th e  opening of 

new  m ark ets and th e  gradually increasing im -

portance  of exploiting Intellectual Property 

R igh ts (e specially th e  m ark eting of ‘brands’ 

or ‘status’ goods) in m ultiple sectors. As pre -

viously noted, th e  type  of counterfe it 

goods itself h as significantly expanded due  

to th e  rapid distribution of new  tech nolo-

gie s w h ich  allow  for relatively sim ple and 

accurate  replication of m ost products 

present in current m ark ets w h ile not com -

plying w ith  th e  elevated q ualitative stand-

ards of original goods. It is often stated 

th at th ere  are  no products today on th e  

m ark et w h ich  could not be  counterfe ited; 

th is statem ent is true  for m ost cases.

Th e  counterfe iter h im self is no longer a 

sim ple “artisan” com m itted to accurately re -

producing luxury goods and re - selling th em  

w ith in a relatively lim ited m ark et of refer-

ence. Th is form  of counterfe iting h as, in 

fact, becom e  less profitable and th ere  is  a 

current trend tow ards large - scale consum er 

products. Th ese  products, in fact, exh ib it 

tw o ch aracteristics: 1) th ey h ave an elevated 

m ark et dem and and 2) th ey are  easily repro-

ducible. Th is re sults in a significant advant-

age  for counterfe iters w h o can leverage  a 

reference  m ark et th at is m uch  larger th an 

th at of luxury goods and can replicate  

goods w ith out req uiring specific tech nolo-

gie s

15

. Th e  ph enom enon h as th us de -

veloped from  a sm all-scale activity to an 

industry th at is h igh ly organized and not 

only h as an international m ark et of refer-

ence  but also incorporates an international 

netw ork  of productive-distributional struc-

tures. Th is netw ork  is  currently one  of its 

strong points, m ak ing it com parable to a 

global industry.

Mark et strategie s w h ich  are  applicable 

to current m odern entrepreneurial struc-

tures – w h ereby th e  decentralization of pro-

ductive activity is considered a com petitive  

edge  – are  also fully applicable to th e  coun-

terfe iting industry. Approxim ately speak ing 

and given exceptions, th is industry tends to 

center production in developing countrie s 

w h ile distributing its products in industrial-
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ized nations

16

. Th e  w idespread and global 

nature  of th e  ph enom enon m ust th erefore  

be  analyzed from  th e  dual perspective of 

th e  replicated good as w ell as th e  differenti-

ation betw een production and distribution 

locations.

A recent docum ent stating th e  official po-

sition of th e  Canad ian A nti-Counterfe iting Net-

work  (CACN) on th is issue  confirm s th e  

above, noting th e  explosive  grow th  of th e  

ph enom enon in Canada over th e  last ten 

years. Th is explosive  grow th  w as ch aracter-

ized by a gradual expansion of th e  type  of 

counterfe it goods and a sh ift tow ards large -

scale consum er products. Th e  docum ent 

also confirm s th e  grow th  of an organization-

al elem ent involved in m anaging th e  produc-

tion and trade  of th e se  products in addition 

to th e  difficulty in distinguish ing th e  fak e s 

from  th e  originals. Th is difficulty h igh ligh ts 

th e  greater em ph asis placed on production 

by th e  counterfe iters as w ell as th e  w ide -

spread use  of tech nology, as furth er con-

firm ed by se izures of counterfe it goods on 

th e  part of com petent auth oritie s

17

.

2.3 Cause s  unde rlying th e  

grow th  of th e  ph e nom e non

Th e  underlying causes of th e  “counter-

fe iting ph enom enon” are  m ultiple and 

sh ould be  considered in m ore  detail.

Modern trade  allocates increasing im port-

ance  to th e  tradem ark  as a direct expression 

of producer q uality and reputation. Th ese  

ch aracteristics represent som e  of th e  reas-

ons guiding th e  form ation of a consum er 

bask et. Manufacturing com panies – be ing 

aw are  of th is fact – h ave im plem ented signi-

ficant investm ents to ensure  greater q uality 

for th e ir products in order to attract a great-

er num ber of buyers. Q uality controls are  a 

natural conseq uence  of th is process given 

th at th e  com pliance  of m ark eted products 

w ith  pre -determ ined standards is an ele-

m ent th at is directly link ed to th e  reputa-

tion acq uired by th e  producer and 

conseq uently th e  m ark et sh are  attained by 

th e  latter.

Th e  im portance  of th e  “brand” and its 

im pact on consum er ch oices is, h ow ever, 

of considerable appeal to counterfe iters: 

th ere  is  an opportunity to exploit th e  posi-

tion attained by an entrepreneur by replicat-

ing th e  latter’s tradem ark  or th e  latter’s 

products and m ark eting th em  under 

h er/h is brand w ith out h aving to sustain th e  

costs of th e  legal com pany. Th ese  costs are  

derived from  com pliance  w ith  elevated q ual-

itative standards as w ell as product advert-

ising and th e  paym ent of taxes and 

auth orizations.

Th e  opportunity to exploit th e  reputa-

tion of an entrepreneur in a given m ark et is 

not, h ow ever, sufficient to explain such  a 

w idespread distribution of th e  ph enom en-

on, particularly its significant grow th  and 

evolution. Th ere  are, h ow ever, additional 

elem ents w h ich  h ave served as catalysts for 

a process w h ich  h as currently reach ed an 

enorm ous scale.

As previously noted, th e  significant ex-

pansion of international m ark ets and trade  

sh ould be  tak en into account; th e  trading 

of replicated products h as benefited from  

th is grow th . In addition, significant profit 

opportunitie s h ave em erged from  new  m ar-

k ets follow ing th e  collapse  of h igh ly regu-

lated econom ic regim es – such  as ex-Soviet 

countrie s – or th e  partial introduction of 

m ark et econom ies, such  as in Ch ina. Th e  

collapse  of centrally planned and state -con-

trolled econom ies and th e ir transform ation 
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into form s th at are  com parable to m ark et 

econom ies w as very sudden and insufficient 

controls w ere  im plem ented w ith  re spect to 

th is process. As a re sult, processe s w ere  initi-

ated th at re sulted in th e  centralization of 

w ealth  in th e  h ands of a m inority and pre -

vented redistribution in relation to profit op-

portunitie s. In addition, th ere  w as a failure  

to adeq uately replace th e  control th at w as 

previously ensured by th e  state -controlled 

m odel w ith  oth er form s of m onitoring 

over m ark et rules and th e  partie s engaging 

in th e  m ark et itself. Th ese  m ark ets unfortu-

nately today represent fertile ground for 

counterfe iting production in addition to 

providing large  consum er basins for such  

products. Th e  ex-Soviet countrie s and 

Ch ina, for exam ple, are  still w ork ing to coun-

teract th e  enorm ous distribution of counter-

fe it products

18

 in th e ir territorie s; th e se  

countrie s are  currently considered th e  

largest producers and consum ers of counter-

fe it goods.

Th e  broad range  of counterfe it 

products is th erefore  determ ined by a num -

ber of causes w h ich  e ssentially allow  coun-

terfe iting to be  a h igh ly profitable activity. 

Th e  concept of profitability sh ould be  ana-

lyzed furth er w ith in th is statem ent, particu-

larly th e  m eaning ascribed to th is term  by 

partie s w h ich  are  involved in illegal opera-

tions. Th e  concept is, in th is case, com -

posed of tw o fundam ental elem ents: 1) th e  

profit attainable from  th e  sale of an individu-

al unit of counterfe it goods com pared to 

th at attainable from  th e  sale of a different 

type  of illegal product, and 2) th e  risk  de -

rived from  th is activity in com parison to oth -

er illegal activitie s. A brief analysis of th is 

concept h igh ligh ts th e  h igh  level of profitab-

ility th at is inh erent w ith in counterfe iting – 

an elem ent w h ich , as w ill be  m ore  fully de -

scribed below, h as attracted th e  interest of 

organized crim e.

Th e  first elem ent th at sh ould be  con-

sidered is th e  cost of production of a rep-

licated good. From  th is point of view, 

counterfe iters utilize  th e  ch eapest available 

m aterials and are  not concerned w ith  th e  

level of toxicity of such  m aterials or th e ir 

inconsistency w ith  re spect to th e  function 

of th e  counterfe it good. Th e  goods w h ich  

are  produced in th is m anner are  th en m ar-

k eted at prices th at are  significantly h igh er 

th an th e ir cost of production. Th e  m argin 

betw een th e  sales price  and th e  cost of pro-

duction depends on th e  type  of replicated 

product, th e  type  of targeted consum er and 

th e  m eth od w h ich  th e  counterfe iters h ave 

ch osen to penetrate  th e  m ark et. If th e  tar-

geted consum ers are  “conscious” buyers, 

th en th e  sales price  – de spite  still be ing sig-

nificantly h igh er th an th e  cost of produc-

tion – w ill typically be  low er th an th e  price  

of th e  original good. If, on th e  oth er h and, 

th ere  is  an attem pt to dece ive  potential buy-

ers by penetrating th e  legal m ark et and re -

selling th e  products to “unconscious” con-

sum ers by m eans of th e  sam e  sales ch an-

nels, prices w ill be  eq ual to th ose  of th e  

originals. Th is tech niq ue  is e specially used 

in th e  sale of certain types of counterfe it 

products w h ich , due  to th e ir very nature, 

w ould rarely be  k now ingly acq uired due  to 

th e  risk  associated w ith  th e ir utilization on 

th e  part of th e  final user. Th is category in-

cludes, for exam ple, spare  ve h icle parts, 

toys and even m edicines.

R egardless of w h ich  m eth od is em -

ployed, it is interesting to com pare  th e  

profits derived from  such  activity in com -

parison to th at of oth er illegal activitie s in 

order to understand th e  level of profitabil-

ity of counterfe iting attainable by crim inal 
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organizations. Th e  advantage of counterfe it-

ing w ith  re spect to oth er activitie s is  due  to 

both  th e  actual econom ic m argin attainable 

from  each  sold unit as w ell as th e  risk  associ-

ated w ith  exercising th e  activity. Th is latter 

com ponent involves th e  probability of be -

ing discovered by law  enforcem ent as w ell 

as th e  severity of penalties th at are  applic-

able in th e  case  of conviction.

A sim ilar com parison could be  m ade, 

for exam ple, w ith  re spect to illegal drug traf-

fick ing. Experts in th is sector, particularly 

th e  m anagers of anti-counterfe iting agen-

cie s and custom s controls, e stim ate  th at th e  

trade  of replicated goods at th e  internation-

al level is at least as profitable as illegal drug 

traffick ing

19

, alth ough  num erous oth er au-

th oritie s believe th at counterfe iting is signi-

ficantly m ore  profitable

20

 and is capable of 

generating profits th at are  up to e igh t tim es 

greater th an th at created by drug traffick -

ing. Th e  cost of production of a replicated 

com puter program , for exam ple, is e stim -

ated at 0,20 Euro w h ile its sales price  can 

reach  45 Euro – a profit m argin th at is 

m uch  greater th an th at generated by a gram  

of cannabis w h ose  cost of production is 

circa 1,52 Euro w ith  an average  sales price  

of 12 Euro

21

.

A purely econom ic and particularly inter-

e sting study on th is topic w as im plem ented 

by Pierre -Jean Bengh ozi and W alter 

Santagata; th e  study considered th e  econom -

ic elem ents w h ich  determ ine  th e  propensity 

to produce  counterfe it goods. Th e  latter is 

a function of th e  value of th e  m aterial util-

ized to im plem ent th e  good as w ell as th e  

econom ic value of th e  Intellectual Property 

R igh t incorporated w ith in th e  good, its m ar-

k et sh are  and th e  num ber of licenses gran-

ted by th e  party retaining th e  righ ts

22

. 

According to th e  interpretation of Beng-

h ozi and Santagata, th e  variables m en-

tioned above w ould q uantitatively affect th e  

propensity to counterfe it a good, increasing 

or decreasing th e  probability as a re sult of 

ch anges in its perform ance. In particular, 

costly production m aterials w ould decrease  

th e  profitability of reproducing th e  good 

due  to th e  lack  of clear com petitive  advant-

ages w h ile th e  opposite  w ould apply to an 

easily replicable good. Th e  econom ic value 

of intellectual property righ ts inh erent to 

th e  product is anoth er elem ent th at directly 

affects th e  probability of counterfe iting, 

sim ilarly to th e  relationsh ip betw een coun-

terfe iting propensity and th e  num ber of li-

censes granted by th e  producer. Th e  latter 

is due  to th e  fact th at increasing th e  num -

ber of licensee s increases th e  probability 

th at one  of th e  latter m ay decide  to abuse  

th e  license  and develop an illegal activity. Fi-

nally, as th e  m ark et sh are  of a product in-

creases, th e  potential dem and for th e  

replicated good also increases and controls 

over th e  m ore  extensive  m ark et becom e  

m ore  arduous

23

.

Th e  profitability of counterfe iting, 

h ow ever, is not lim ited to th e  econom ic 

sph ere. Given th e  fact th at it is an illegal 

activity, th e  second elem ent described 

above – th e  risk  link ed to th e  activity itself 

– becom es critical. It is potentially one  of 

th e  elem ents w h ich  h as h ad th e  m ost ap-

peal for crim inal organizations given th e  

lack  of adeq uate  deterrents w ith in th e  ap-

plicable legislations of various countrie s. 

Th e  lack  of deterrence  is th e  re sult of a dis-

torted vision on th e  part of legislators and 

com petent auth oritie s w ith  re spect to th e  

effects of th is ph enom enon. D espite  an in-

creasing aw areness of th e  scale of th e  prob-

lem , different legislative fram ew ork s h ave 

been constrained by a purely econom ic ana-
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lysis of th e  ph enom enon w h ose  negative ef-

fects are  believed to exclusively affect produ-

cers from  a financial point of view. First of 

all, th is view point does not tak e  into ac-

count th e  significant conseq uences caused 

by th e  involvem ent of organized crim e  in 

th e  m anagem ent of such  activitie s as w ell 

as th e  risk s  for th e  safety of citizens and 

public order. Th is perspective is also lim ited 

from  anoth er point of view : not only is it 

unaw are  of th e  elevated risk  for th e  h ealth  

and safety of consum ers – as a re sult of cer-

tain counterfe it products -  but it also ig-

nores th e  dam age  caused to governm ent 

revenues due  to th e  existence  of traded 

goods w h ich  are  not taxed.

Th e  re sult of an incorrect, perh aps ana-

ch ronistic, perspective on th is ph enom enon 

– link ed to th e  existence  of illegal reproduc-

tion activitie s th at are  conducted at th e  artis-

an level – h as led to th e  adoption of 

inadeq uate  standards in different countrie s 

or to th e  lack  of rigorous application of th e  

latter. As a re sult, th ere  is  a w idespread fail-

ure  in term s of legal prevention and de -

terrence, th ereby creating th e  strong 

profitability – defined in both  of its m ean-

ings – w h ich  ch aracterizes counterfe iting 

and increases th e  attention th at organized 

crim e  re serves for it. Counterfe iting h as 

th us becom e  one  of th e  preferred ch annels 

th rough  w h ich  black  m oney is laundered

24

. 

A few  concrete  exam ples w ill illustrate  

h ow  counterfe iting is considered a second 

class crim e  in m any legal system s. Alth ough  

legislation h as recently ch anged, th e  sale of 

counterfe it products in France  in 2003 w as 

punish able w ith  a fine  of € 150,000 and 

tw o years of prison w h ile th e  sentence  for 

drug traffick ing included a fine  of € 

7,500,000 and ten years of prison

25

. 

In accordance  w ith  D ecree  of th e  Presid-

ent of th e  R epublic no. 309 /9 0, th e  Italian 

legal system  provides for penalties of e igh t 

to tw enty years for th e  production and traf-

fick ing of narcotics. In addition and in th e  

case  of crim inal association, th e  sentence  

m ay not be  less th an tw enty years for th e  

party prom oting th e  association w h ile 

partie s participating in th e  association m ay 

not rece ive  less th an ten years. Th e  sam e  

sentences are  increased if th e  association is 

com posed of ten or m ore  participants. Th e  

standards relative to counterfe iting are  in-

cluded w ith in various articles of th e  penal 

code. According to articles 473 and 474, 

th e  counterfe iting of distinguish ing signs 

and industrial products is punish ed w ith  a 

prison term  of up to th ree  years, w h ile trad-

ing of such  products is punish ed w ith  a 

prison term  of up to tw o years. Th e  coun-

terfe iting of food and ph arm aceutical 

products is, on th e  oth er h and, punish ed 

w ith  prison term s ranging from  th ree  to ten 

years. Article 517 punish e s th e  use  of coun-

terfe it nam es or tradem ark s for com m ercial 

purposes and w ith  th e  intent of dece iving 

th e  public in relation to th e  origin or q ual-

ity of th e  product w ith  a prison term  of up 

to one  year and a 1,000 Euro fine. 

Moreover article 4 of th e  law  350/03 ex-

tends th e  application of article 517 of th e  

penal code  to th e  false  indication of origin 

of agricultural products.

Th e  significant difference  in sentences 

betw een th e se  illegal activitie s m ay th en be  

com bined w ith  th e  previously analyzed eco-

nom ic profitability to ensure  th at counter-

fe iting is a decidedly m ore  appealing illegal 

activity.

Finally, an additional elem ent ch aracter-

izing th e  existence  of th is illegal trade  – 

and form ed from  th e  reasons underlying de -

m and – m ust be  m entioned. Th e  creation 
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of th is elem ent does not obviously include  

th e  unconscious buyer w h o h as no inten-

tion of buying a non-original product and 

is subject to dece it on th e  part of counter-

fe iters. Th e  latter exploit th e  fact th at cer-

tain distributors w ill acq uire  goods at very 

low  cost in order to increase  profit m argins 

but w ill not verify th e  origin of th e  

products and are  not aw are  th at th ey are  

m ark eting counterfe it goods.

Th e  additional elem ent m entioned 

above is th at dem and for goods is generally 

link ed to th e  price  and availability of th e  

goods in q uestion. Th e  existence  of easily 

accessible sales points for such  products 

h as a beneficial effect on th e  m ark et created 

by replicated goods. Th e  em ergence  of th e  

Internet h as also created th e  possib ility of 

easily and anonym ously acq uiring different 

types of products, regardless of th e  loca-

tion of th e  buyer – th ereby allow ing counter-

fe iters to exploit or create  actual online  

“bazaars” th at are  specialized in th e  sale of 

replicated goods.

Such  a w idespread distribution and availabil-

ity of replicated products can only be  op-

posed by creating a negative attitude  

tow ards counterfe iting w ith in th e  social com -

m unity, particularly am ongst buyers. Th is at-

titude  can only be  created by condem ning 

all form s of counterfe iting, even th ose  relat-

ive  to goods w h ich  are  not dangerous in 

th em selves but w h ose  sale and purch ase  – 

if tolerated and not punish ed – w ould con-

tribute  tow ards generating a “positive” atti-

tude  w ith  re spect to counterfe iting and 

w ould support th e  belief th at th e  latter is a 

“victim less crim e”.

Th e  dem and for counterfe it goods is of-

ten determ ined by th e  status value associ-

ated w ith  ow nersh ip of a certain type  of 

product; th is is  particularly true  in th e  case  

of luxury goods. Th is constitutes an added 

value th at sh ould be  considered w h en evalu-

ating th e  difference  in price  betw een th e  

tw o types of goods: original and replicated. 

Sim ilarly to th e ir analysis of propensity to-

w ards th e  production of replicated 

products, Bengh ozi and Santagata im ple-

m ented anoth er study on th e  reasons w h ich  

cause  th e  creation of dem and for counter-

fe it goods on th e  part of a conscious con-

sum er. Th is interpretation is valid for 

products such  as de signer cloth ing item s, 

w atch e s or sunglasses. In th is case, th e  buy-

er sacrifices th e  q uality of th e  original 

product and is tem pted to buy as a re sult 

of oth er ch aracteristics: th e  price  and th e  

status value associated w ith  ow ning th e  

good in q uestion

26

. Consum er be h avior 

and ch oices depend on consum er k now -

ledge  – or lack  th ereof – relative to th e  

q uality of th e  tw o goods, original and rep-

licated. Bengh ozi and Santagata form ulated 

four different h ypoth e se s. Th e  first h ypo-

th e sis is  of greater interest and provides for 

a conscious consum er w h o h as k now ledge  

of th e  q uality level of both  products. In 

th is case, th e  consum er w ill ch oose  th e  

counterfe it product if th e  loss deriving 

from  th e  different q uality/price  ratio is less 

th an th e  advantage associated w ith  th e  im -

proved im age/status created by ow ning th e  

luxury good. In th is case, th e  status value 

th erefore  plays a k ey role in guiding th e  

ch oices of th e  conscious buyer

27

. In addi-

tion to luxury goods, th is h ypoth e sis also 

seem s capable of explaining th e  purch ase  

of replicated audio-visual m aterials. Th e  

second and th ird h ypoth e sis provide  for a 

consum er w h o is aw are  of e ith er th e  q ual-

ity of th e  original or th e  replicated product. 

In th is case  – and given th e  assum ption of 

a rational consum er – th e  latter w ill w ant to 

acq uire  inform ation on th e  q uality of th e se  



38 

products and w ill sustain som e  costs w h ich  

are  added to th e  q uality loss deriving from  

th e  purch ase  of a non-original product – 

th ereby decreasing th e  appeal of th e  coun-

terfe it good. Th e  last h ypoth e sis provides 

for a consum er th at is not conscious of th e  

q uality of e ith er of th e  products. Th is 

w ould th erefore  entail research  on th e  q ual-

ity of both  goods and even h igh er costs 

th an th ose  involved in h ypoth e se s tw o and 

th ree

28

, th ereby furth er decreasing th e  

propensity to acq uire  th e  non-original 

goods.

2.4 O rganization and trade  

route s

Th e  elevated profitability of counterfe it-

ing – as noted above – h as not only attrac-

ted th e  attention of occasional crim inals 

but also, and particularly, organized crim e. 

Alth ough  th e  link s betw een th e se  activitie s 

and organized crim e  w ill be  analyzed in 

m ore  detail below, it is h elpful to illustrate  

th e  current com plexity of th e  ph enom enon 

and th e  logistical organization supporting 

its im plem entation.

Counterfe iting h as been depicted as a 

problem  th at is link ed to th e  grow th  of in-

ternational trade  and international m ark ets; 

it is now  possible to state  th at th e  m anage-

m ent of counterfe it trade  is very sim ilar to 

a norm al supply ch ain of legal products, in-

volving producers, assem blers, distributors 

and finally buyers

29

; th e  m ain difference  

betw een th e  tw o is th e  difficulty in identify-

ing th e  various players in th e  counterfe it 

supply ch ain.

Th is supply ch ain benefits from  th e  ex-

istence  of actual netw ork s th at connect th e  

various m ark et players and w h ich  tend to 

cross over th e  th in line  separating a legal 

and illegal supply ch ain. Com m erce  of th is 

nature  – particularly on such  a large  scale – 

can only be  m anaged by large  organizations 

w h ich  are  also involved in oth er types of il-

Source: Lilly, (2005), Com b ating Ph arm aceutical Counterfe iting
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legal trade; th e  latter prim arily include  nar-

cotics and w eapons. Th e  illegal distribution 

of counterfe it products th erefore  benefits 

from  th e  existence  of trade  routes th at h ave 

been previously and successfully exploited 

for oth er activitie s; th is illegal distribution 

also utilizes additional m eth ods to avoid cus-

tom s controls and th ereby penetrate  th e  m ar-

k et.

D ue to a greater num ber of controls 

caused by th e  increasing aw areness on th e  

part of com petent auth oritie s w ith  regards 

to th e  extent of th e  problem  and its associ-

ated risk s, one  of th e  tech niq ues th at is 

m ost freq uently utilized by counterfe iters in 

order to pass th rough  custom s controls in-

volves disguising th e  origin of th e  counter-

fe it goods. Th is is  usually accom plish ed by 

avoiding any evidence  th at suggests an ori-

gin from  “sensitive” locations w h ich  are  

k now n as sites of counterfe it good produ-

cers. Cargoes of goods are  th erefore  diver-

ted several tim es in order to pass th rough  

different transit points for th e  purpose  of 

dece iving th e  auth oritie s w ith  regards to 

th e ir actual origin

30

. Th e  transfer of goods 

and th e ir final entry into th e  m ark et w ill 

also depend on currently effective legisla-

tion in a given country, given th at it is com -

m on practice  to select a transit or entry 

point on th e  basis of th e  severity of local le-

gislation as w ell as th e  degree  of applica-

tion of th e se  norm s on th e  part of law  

enforcem ent. A clear exam ple of th is prac-

tice  w as reported in connection w ith  th e  in-

terception of a cargo of counterfe it 

batterie s in th e  spring of 2002 on th e  part 

of custom s auth oritie s in Vancouver, 

Canada. Th e  batterie s reported an origin in 

th e  United States de spite  th e  fact th at th e  

cargo h ad arrived from  Ch ina. Several 

m onth s earlier, US officials im plem ented a 

sim ilar operation th at involved th e  sam e  

type  of counterfe it batterie s, suggesting 

th at th e  cargoes of goods w ere  diverted to 

Canada. Th e  latter w as ch osen as an entry 

point due  to th e  low er num ber of border 

controls com pared to th e  USA

31

. Th is 

problem  h as recently also becom e  a k ey 

factor w ith in th e  European Union w h ere  

differing legislations betw een m em ber 

states could serve as an elem ent th at coun-

terfe iters w ould exploit in th e ir traffick -

ing

32

.

Th e  com plexity of th e  distribution net-

w ork  m ak e s it extrem ely difficult to identify 

exact counterfe iting supply ch ains

33

; th is is  

also due  to th e  fact th at crim inal groups 

w h ich  m anage th e  counterfe iting trade  are  

capable of q uite  deftly m odifying th e  trade  

routes. As a re sult of th is difficulty, it is cur-

rently only possible to identify a few  of th e  

m ajor collection points: th e  ports of Ant-

w erp, H am burg and Am sterdam  or th e  air-

ports of Sch ipol and R oissy in Europe. 

O utside  of Europe, D ubai, H ong K ong 

and certain Am erican ports serve  as im port-

ant transit points

34

.

Tracing th e se  trade  routes is  q uite  ardu-

ous. Th e  existence  of a “com m ercial” flow  

of replicated goods link ing certain Asian 

countrie s such  as Ch ina and India w ith  

European and North  Am erican m ark ets by 

m eans of com plex trade  routes is, in any 

case, undeniable. Th e  existence  of unscru-

pulous European or North  Am erican im -

porters – w h o exploit th e  opportunitie s 

offered by a parallel m ark et in order to re -

im port goods for oth er m ark ets – is  also 

undeniable. Th ese  im porters th ereby create  

dangerous openings for th e  entry of coun-

terfe it goods w ith in legal supply ch ains.

Th e  sam e  m anufacturing or assem bly 

process m ay be  subdivided into several 
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countrie s in order to increase  th e  com plex-

ity of th e  distribution as w ell as reduce  th e  

probability th at th e  trade  routes are  traced. 

A fam ous exam ple in Europe  concerning a 

counterfe it m edicine  m ay serve as a clear ex-

am ple of th is ph enom enon. Th e  raw  m ateri-

als – w h ich  can in turn be  counterfe ited – 

originated in Turk ey w h ile th e  product w as 

m anufactured in Greece. Th e  drug w as m ar-

k eted th rough  a D utch  im porter and by 

m eans of a Sw iss “brok er”.

Th e  next level of soph istication in-

volves anoth er distribution m eth od w h ich  

consists in m ixing counterfe it goods w ith  

original or w ith  parallel traded and grey m ar-

k et products w ith in a single cargo of goods. 

Th is m eth od is w idely used today and is th e  

re sult of im provem ents in th e  productive 

tech nology of counterfe iters w h o are  cap-

able of supplying products th at are  extern-

ally very sim ilar to th e  originals. Th is 

practice  is adopted on a large  scale and m ay 

affect cargoes of goods th at are  delivered 

to final distributors w h ich  in turn supply 

th e  goods to retail outlets. Alth ough  th e  ap-

parent sim ilaritie s w ith  th e  original 

products m ay serve as an extenuating factor 

for th e  distributor w h ich  acq uire s th e  cargo 

of goods, it sh ould be  noted, h ow ever, th at 

th e  counterfe iter w ill h ave to supply th e  

cargo of goods at low er cost in order to be  

inserted w ith in th e  supply ch ain. Th is low er 

price  level sh ould at least generate  suspi-

cion on th e  part of th e  distributor and con-

vince  th e  latter to utilize  m ore  secure  

supply ch annels th at are  auth orized by th e  

producer. Th is m eth od of entering th e  m ar-

k et, in fact, exploits th e  opportunitie s of a 

parallel m ark et; th is topic w ill be  sub -

seq uently analyzed in m ore  depth . Th is par-

allel m ark et creates com m ercial ch annels 

th at are  not directly auth orized by th e  produ-

cer and – alth ough  legal in m any nations, 

such  as th e  m em ber states of th e  EU – 

carry a strong sh adow  due  to th e  absence  

of real controls over goods and th e ir origin.

D espite  th e  increasing role played by 

th e  Internet as a distribution ch annel of 

counterfe it goods, counterfe iters benefit 

from  th e  existence  of sh adow  com panies 

th at are  solely created for th e  purpose  of 

providing cover for illegal traffick ing. An 

exam ple of such  a practice  w as reported in 

Italy: follow ing a detailed investigation, th e  

auth oritie s of Florence  discovered th at tw o 

cloth ing distribution com panies w h ich  oper-

ated in th e  city, and w ere  m anaged by a 

couple of Ch inese  citizens, actually only 

served to cover th e  distribution and sale of 

counterfe it cloth ing item s th at w ere  directly 

im ported from  Ch ina

35

.

2.5 Th e  dange rs  and e ffe cts  of 

counte rfe iting. An introduction

D ata derived from  th e  analysis of 

se ized goods – relative to both  European 

as w ell as international m ark ets – report 

oth er serious causes for concern. Th e  ex-

pansion of th e  type  of replicated products 

h as gradually led to th e  m ark eting of coun-

terfe it products of particular delicacy 

w h ich  are  dangerous for th e  h ealth  and 

safety of consum ers. Th e  counterfe iting of 

m edicines and ph arm aceutical products as 

w ell as spare  parts for airplanes, autom o-

b iles and toys is, in fact, very w idespread. 

Far from  be ing a “victim less crim e”, coun-

terfe iting involves a serie s of costs of signi-

ficant entity and varying nature. Th e  m ost 

obvious involves th e  econom ic losse s af-

fecting th e  m ark et and producers in general 

w h ile th e  m ore  w orrisom e  are  th ose  link ed 
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to risk s generated for consum ers. In addi-

tion, th e  enorm ous com petitive  advantages 

for a counterfe iter sh ould be  noted: th e  

counterfe iter is not subject to taxation; is 

not req uired to com ply w ith  any regulations 

on w ork er com pensation or safety; is not re -

q uired to com ply w ith  q uality control pro-

cesse s; tak e s full advantage of th e  re search  

im plem ented by th e  producer of th e  origin-

al product; does not sustain re search  and de -

velopm ent costs; utilizes low  q uality raw  

m aterials w h ich  are  attainable at very low  

cost; and attains a h igh  level of profitability 

allow ing for significant sum s to be  re - inves-

ted in oth er operations, legal or illegal.

Th e  replication and m ark eting of a non-

original product, regardless of its type, 

clearly results in significant dam ages to th e  

producing industrie s. Th e  creation of a 

product is, in fact, preceded by m ultiple stud-

ie s and R esearch  and D evelopm ent (R & D ) 

investm ents as w ell as th e  developm ent of 

m ark et positioning strategie s and prom o-

tions. In addition to th e se  costs, th ere  are  ac-

tual production costs w h ich  are  largely 

link ed to predeterm ined q ualitative stand-

ards. 

In th e  sh ort term , losse s sustained by 

producers are  th erefore  caused by de -

creased sales of original goods due  to th e  

presence  of counterfe it products in th e  m ar-

k et. Additional long-term  losse s m ay, 

h ow ever, arise  as a re sult of th e  purch ase  

of counterfe it products on th e  part of un-

conscious buyers. Th e  lack  of q uality in th e  

replicated goods m ay, in fact, generate  dissat-

isfaction w ith  re spect to th e  producer 

am ongst th e  buying consum ers w h o m ay be  

unaw are  of th e  sw indle and m ay ascribe  th e  

low  q uality level to th e  producing com -

pany

36

. Th e  decreased revenues, in turn, 

m ay create  a lack  of confidence  w ith in th e  

com pany w h ich  – due  to th e  decrease  in 

turnover – h as few er incentives for invest-

ing in R & D. Tak en to th e  extrem e, it is also 

possible th at th e  incom e  loss m ay com -

prom ise  th e  actual stability of th e  industry 

and could result in th e  loss of num erous 

job positions.

Anoth er form  of econom ic dam age  

w ould affect national governm ents w h ich  

m ay sustain losse s in term s of reduced tax 

revenues given th e  im possib ility of taxing 

an illegal product. Th e  governm ent is not 

even aw are  of th e  existence  of th e  latter 

due  to th e  lack  of records. Th ese  losse s are, 

in any case, considerable and are  e stim ated 

to be  circa 3 b illion dollars per year for th e  

Ch inese  governm ent and 2.4 b illion dollars 

for th e  United K ingdom

37

.

Counterfe iting prim arily involves elev-

ated costs for th e  public as a re sult of th e  

dangers inh erent in certain types of coun-

terfe it products such  as m edicines, toys or 

spare  parts for airplanes and m otor 

veh icles. Th e  connection betw een organ-

ized crim e  and counterfe iting is an addition-

al social cost: it allow s crim inal groups to 

not only finance  oth er illegal activitie s by 

using proceeds from  counterfe iting but also 

to use  th e  latter to launder black  m oney de -

rived from  such  proceeds.

Th e  negative effects of th is ph enom en-

on – particularly its associated dangers – de -

serve  a m ore  detailed analysis in connection 

w ith  its link s to organized crim e. Th ese  top-

ics w ill th erefore  be  subject to furth er ana-

lysis; specific elem ents associated w ith  th e  

counterfe iting of particular categorie s of 

goods and th e  factors w h ich  prom ote  th e  

developm ent of th e  ph enom enon w ill also 

be  considered.
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1 “‘counterfe it tradem ark  goods’ s h all m ean any goods, including pack aging, bearing w ith out auth orization a 

tradem ark  w h ich  is  identical to th e  tradem ark  validly registered in re spect of such  goods, or w h ich  cannot be  

distinguish ed in its e ssential aspects from  such  a tradem ark , and w h ich  th ereby infringes th e  righ ts of th e  

ow ner of th e  tradem ark  in q uestion under th e  law  of th e  country of im portation.” TR IPs A greem ent cit., Art. 

51, note  14, (a).

2 “‘pirated copyrigh t goods’ s h all m ean any goods w h ich  are  copie s m ade  w ith out th e  consent of th e  righ ts 

h older or person duly auth orized by th e  righ ts h older in th e  country of production and w h ich  are  m ade  

directly or indirectly from  an article w h ere  th e  m ak ing of th at copy w ould h ave constituted an infringem ent 

of a copyrigh t or a related righ t under th e  law  of th e  country of im portation.” TR IPs A greem ent cit., Art. 51, 

note  14, (b).

3 “Tech nically th e  English  term  counterfe iting only refers to specific cases of tradem ark  infringem ent. H ow ever, 

in practice, th e  term  is allow ed to encom pass any m ak ing of a product w h ich  so closely im itates th e  

appearance  of th e  product of anoth er as to m islead a consum er th at it is th e  product of anoth er. H ence, it 

m ay also include  th e  unauth orized production and distribution of a product th at is protected by oth er 

intellectual property righ ts, such  as copyrigh t and ne igh boring righ ts. Th is is  in line  w ith  th e  Germ an term  

Prod uk tpiraterie  and th e  French  term  contrefaçon, w h ich  both  cover a broader range  of intellectual property 

infringem ent.” O rganization for Econom ic Co-operation and D evelopm ent (O ECD ), (19 9 8), Th e E conom ic 

Im pact of  Counterfe iting, page  5.

4 Com m ission of th e  European Com m unitie s, (19 9 8), Green Paper – Com b ating Counterfe iting and  Piracy in th e  

Single Mark et, page  4; O ECD,(19 9 8), Th e E conom ic cit., page  23; Noble R . K ., (2003), Th e Link s b etween 

Intellectual Property Crim e and  Terrorist Finance, text of public testim ony before  th e  United States H ouse  

Com m ittee  on International R elations.

5 Th e  O ECD  clarifie s th at th is figure  does not consider "dom estically produced and consum ed counterfe it 

and pirated products and th e  significant volum e of pirated digital products be ing distributed via th e  

Internet." Th e  O ECD  furth er specifie s th at "if th e se  item s w ere  added, th e  total m agnitude  of 

counterfe iting and piracy w orldw ide  could w ell be  several h undred b illion dollars m ore." H ow ever, th e  "200 

b illion dollars figure" w as ch osen because  it can be  supported w ith out any doubt on th e  part of th e  O ECD. 

O ECD, (2007), Th e E conom ic Im pact of  Counterfe iting and  Piracy, E x ecutive Sum m ary, pag. 2.

6 World H ealth  O rganization (W H O ), (2006a), Counterfe it Med icines: an upd ate on estim ates, w w w.w h o.int.

7 Com m ission of th e  European Com m unitie s, (19 9 8), Green Paper cit., page  4.

8 For m ore  inform ation on e stim ates on goods se ized w ith in th e  European Union and th e  data reported in 

th e se  graph s. TAXUD, h ttp://ec.europa.eu/taxation_ custom s/taxation/index_ en.h tm .

9 In th e se  regards m ention h as to be  m ade  of R egulation 1383/2003 of th e  Council of th e  European Union 

aim ed at strength ening custom s cooperation to m ore  effectively counter th e  trade  in counterfe it and pirated 

products, enh ancing th e  efficacy of custom s controls, and h arm onizing th e  procedures for filing an 

application for custom s action by th e  righ t h older. 

10 World Custom s O rganization (W CO ), (2007), R eview of  th e  figh t against counterfe iting in 2006.

11 H etzer W., (2002), God fath ers and  Pirates: Counterfe iting and  O rganized  Crim e, in European Journal of Crim e, 

Crim inal Law  and Crim inal Justice, volum e 10/4, page  307.

12 Italian Custom s Agency, undistributed m aterial.

13 Italian Custom s Agency, undistributed m aterial.

Note s
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14 Italian Custom s Agency, undistributed m aterial.

15 “As regards th e  sectors h it by th e  ph enom enon, infringers are  no longer targeting luxury goods w ith  a 

prestigious reputation (perfum es, w atch e s, leath er goods and oth er accessorie s). Custom  operations h ave 

revealed th at th e  ph enom enon m ay also affect such  h igh ly diverse  sectors and goods as spectacles, fountain 

pens, garden gnom es, garden furniture, playing cards, b iscuits, circuit break ers and even saucepans.” 

Com m ission of th e  European Com m unitie s, (19 9 8), cit., page  8.

16 “Th e  trade  in such  (counterfe it) item s is now  organized on a global scale w ith  k now n producers in countrie s 

such  as Ch ina, Taiw an, India, Turk ey, Singapore, Iran, Latin Am erica, Belgium , D enm ark , France, Spain, 

Italy, Germ any, th e  United K ingdom  and Portugal. Products are  distributed th rough  extensive  netw ork s of 

im porters- exporters in countrie s such  as Belgium , Italy, th e  Neth erlands, Spain, Argentina and th e  Czech  

R epublic.” Majid Yar, (2005), A  Dead ly Faith  in Fak es: Trad em ark  Th eft and  th e  Glob al Trad e in Counterfe it 

A utom otive Com ponents, in Internet Journal of Crim inology, page  7.

17 “In February 2003, Peel R egional Police  se ized counterfe it Epson and H ew lett-Pack ard com puter ink  and 

Laser Jet cartridges w ith  pack aging so close  to th e  genuine  products, including security h ologram s and lot 

num bers, a police  detective involved in th e  case  could not tell th e  difference”. Isaac B., O sm ond C., (2006), 

Th e Need  for Legal R eform  to A d d ress Intellectual Property Crim e, Canadian Anti-Counterfe iting Netw ork , Position 

Paper, pages 7 – 8.

18 “… Eastern Europe  and th e  form er Soviet Union… are  now  em erging as both  large  producers and 

consum ers of fak e s. Alth ough  counterfe iting occurs m ore  or less th rough out th e  w orld, East Asia, including 

Ch ina, is still pinpointed as th e  m ain source  for fak e s.” O ECD, (19 9 8), cit., page  26.

19 “According to D etective Superintendent Alain D efer, H ead of th e  French  anti-counterfe iting unit, th e  

profits are  sim ilar to drugs traffick ing, about €10 per euro invested.” Union des Fabricants, (2003), 

Counterfe iting and  O rganized  Crim e, page  9 .

20 “According to Jorn R ise  Andersen, ch airm an of th e  D anish  custom s and excise  association, counterfe iting 

brings in m ore  m oney th an drugs traffick ing.” Union des Fabricants, (2003), Counterfe iting cit., page  9 .

21 Union des Fabricants, (2003), cit., page  10.

22 Th e  function is as follow s:

if 0 ≤ ([Ipv*Ms+ L]/ Mv) ≤ α  th en p(i) = 0

if α  ≤ ([Ipv*Ms+ L]/ Mv) ≤ β th en p(i) = a*([Ipv*Ms+ L]/ Mv) +  b

if β ≤ ([Ipv*Ms+ L]/ Mv) th en p(i) = 1

w h ere  p(i) refers to th e  probability th at a certain product (i) w ill be  counterfe ited, Mv is th e  econom ic value of 

th e  m aterial utilized to create  good (i), Ipv refers to th e  econom ic value inh erent w ith in good (i), Ms is th e  

m ark et sh are  of good (i) and of any goods w h ich  can replace th e  latter, L refers to th e  num ber of licenses 

granted by th e  producer, α  and β represent value lim its, a and b  are  constants, w ith  a = 1/ [ β – α  ] and b  = -  

α  / [ β – α  ]. Bengh ozi, P., Santagata W., (2001), Mark et Piracy in th e  Design-b ased  Ind ustry: E conom ics and  Policy 

R egulation, in Econom ie  Appliq uée, no.3.

23 Bengh ozi P., Santagata W., (2001), Mark et Piracy cit., pages 6 – 7.

24 “Th e  h igh  profitability of counterfe it traffick ing encourages crim inals to use  th is activity as a w ay of 

laundering m oney”. Union des Fabricants, (2003), cit., page  10.

25 Union des Fabricants, (2003), cit., page  9 .

26 Bengh ozi and Santagata h ypoth e size, in fact, th at th e  status value of a good (i) can be  distinguish ed from  its 

q uality by th e  form ula Q i = f(Si, Z ij), w h ere  Q i is  th e  q uality of th e  product (i). Th e  form ula illustrates th at 

th e  latter is a function of both  th e  status value S as w ell as oth er q ualitative ch aracteristics (Z ) w h ich  vary 

from  1 to j for th e  individual good (i). Bengh ozi P., Santagata W., (2001), cit., page  9 .

27 If L = th e  loss deriving from  th e  purch ase  of a non-original good, ∆Q  = th e  q uality difference  betw een th e  

tw o products, ∆P = th e  price  difference  betw een th e  tw o products and W (Sf) = increased gain in status from  

ow ning th e  good, it is possible to form ulate th e  follow ing h ypoth e se s:
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if L(∆Q /∆P) < W (Sf) th en th e  conscious consum er w ill acq uire  th e  counterfe ited good

if L(∆Q /∆P) >  W (Sf) th en th e  conscious consum er w ill not acq uire  th e  counterfe ited good

if L(∆Q /∆P) = W (Sf) th en th e  conscious consum er w ill be  indifferent w ith  re spect to buying e ith er product. 

Bengh ozi P., Santagata W., (2001), cit., page  9 .

28 In th e  second h ypoth e sis, th e  consum er w ill acq uire  th e  counterfe ited good if L([Cfs +  ∆Q ]/ ∆P) < W (Sf), 

w h ere  Cfs = costs sustained for obtaining inform ation on th e  q uality of th e  fak e  good. 

In th e  th ird h ypoth e sis, th e  conscious buyer w ill, on th e  oth er h and, lean tow ards buying th e  counterfe it good if

L([Cso +  ∆Q ]/ ∆P) < W (Sf), w h ere  Cso = costs sustained for obtaining inform ation on th e  q uality of th e  

original good.

Finally, th e  fourth  h ypoth e sis predicts th at a conscious consum er w ill acq uire  th e  counterfe ited good if L([Cfs +  

Cso +  ∆Q ]/ ∆P) < W (Sf). As noted above, th e  th ree  h ypoth e se s assum e  increasing costs for th e  consum er 

and illustrate  cases w h ere  th e  counterfe iting m ark et h as low er dem and. Bengh ozi P., Santagata W., (2001), 

cit., pages 10 – 11.

29 R efer to: IND ICAM, (2004), Prom em oria su i prob lem i d ella contraffazione in Italia (Mem orand um  on counterfe iting 

prob lem s in Italy), page  7.

30 In July of 2002, for exam ple, th e  com petent auth oritie s of R oissy intercepted a cargo of m ore  th an 2.5 tons 

of counterfe it w atch es originating from  H ong K ong and bound to Spain. A few  days later, anoth er cargo 

w as intercepted: in th is case, th e  counterfe ited goods w ere  sports cloth es from  Vietnam  th at w ere  bound for 

th e  Czech  R epublic. Union des Fabricants, (2003), cit., page  8.

31 Isaac B., O sm ond C., (2006), Th e Need  cit., page  8.

32 “It is entirely conceivable th at infringers m ay avail th em selves of differences betw een national law s”. 

Com m ission of th e  European Com m unitie s, (19 9 8), cit., page  8.

33 It sh ould be  noted th at supply ch ains w ill vary in relation to th e  distribution of th e  product given th at th e  

latter m ay be  partially produced in one  country, assem bled in anoth er and th en subseq uently transported and 

m ark eted in several oth er countrie s.

34 Union des Fabricants, (2003), previously cited w ork , page. 8.

35 Union des Fabricants, (2003), previously cited w ork , page  9 .

36 “From  th e  point of view  of th e  econom ic and social conseq uences, th e  counterfe iting and piracy 

ph enom enon leads in th e  case  of firm s, m any of w h ich  invest considerable sum s in re search , m ark eting and 

advertising, to a reduction in turnover and th e  loss of often h ard-w on m ark et sh are, not to m ention th e  non 

m aterial losse s and m oral prejudice  w h ich  th ey suffer as a re sult of th e  dam age  to th e ir reputation.” 

Com m ission of th e  European Com m unitie s, (19 9 8), cit., page  10.

37 Union des Fabricants, (2003), cit., page  4.
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Th e  replica of original products and 

th e ir introduction to th e  m ark et entails a 

serie s of conseq uences for various partie s. 

Th ese  conseq uences do not exclusively af-

fect producing com panies and th e  partie s 

ow ning intellectual property righ ts but m ay 

also produce  potentially devastating effects 

for th e  social and econom ic fram ew ork  of 

a country.

In addition, som e  negative effects are  

com m on to all types of counterfe iting 

w h ile oth ers are  specific to certain categor-

ie s of goods and are  link ed to th e  functions 

of th e se  products.

An analysis of th e  conseq uences of th e  

ph enom enon m ust th erefore  include  th ose  

risk s  w h ich  m ay jeopardize  th e  h ealth  and 

safety of consum ers, in addition to any eco-

nom ic losse s sustained by com panies, w ork -

ers and th e  governm ent.

Th e  econom ic elem ent w ill be  analyzed 

first, given th at it represents th e  m inim um  

com m on denom inator of th e  ph enom en-

on; th e  dangers associated w ith  counterfe it-

ing, as w ell as certain ch aracteristics of th e  

latter, w ill be  analyzed in relation to certain 

sensitive  products: toys, spare  parts for auto-

m obiles and aircraft, m edicines. It sh ould 

again be  noted th at th e  concept of 

“danger” or risk  – w h en used in reference  

to counterfe iting – incorporates th e  funda-

m ental role played by th e  relationsh ip 

betw een counterfe iting and organized 

crim e. Th is relationsh ip illustrates th e  true  

nature  of th e  ph enom enon, th ereby 

abandoning th e  im age  of th e  latter as a 

sim ple econom ic crim e  and replacing it 

w ith  a com plex and socially dangerous prac-

tice.

3.1 Econom ic conse q ue nce s

Econom ic dam age  affecting producing 

com panies and th e  partie s ow ning Intellec-

tual Property R igh ts is  th e  ch aracteristic 

th at is at first associated w ith  th is ph e -

nom enon. Th is concept of econom ic dam -

age, h ow ever, proves to be  extrem ely 

restrictive. It m ust, in fact, be  extended in 

order to include  various oth er affected 

partie s, including national governm ents – 

due  to th e  loss in fiscal revenues – as w ell 

as th e  econom y. Th e  latter is negatively af-

fected due  to th e  decrease  in investm ents, 

R & D  expenditure, innovation as w ell as th e  

loss of m ark et sh are  and job positions.

Th e  current scale of th e  ph enom enon 

is enorm ous. Th e  Motor and  E q u ipm ent Man-

ufacturers A ssociation  (MEMA) estim ates 

losse s derived from  th e  m ark eting of coun-

terfe ited autom obile spare  parts to be  eq ual 

to 12 b illion dollars w ith  th e  conseq uent 

loss of 750,000 job positions

1

. As previ-

ously noted, th e  W H O  – de spite  th e  obvi-

ous m easurem ent difficulties – e stim ates 

th e  incidence  of counterfe ited ph arm aceut-

ical products to be  circa 10% of th e  global 

m ark et; th is figure  is even h igh er in devel-

oping countrie s w h ere  25% of all ph arm a-

ceuticals are  on average  counterfe ited, 

3. Conse q ue nce s and risk s of counte rfe iting
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reach ing peak s of 50% in certain coun-

trie s

2

. A study com m issioned to th e  Centre 

for E conom ics and  Business R esearch  (CEBR ) by 

th e  Glob al A nti Counterfe iting Group (GACG) 

reports th e  purely econom ic losse s sus-

tained by th e  European m ark et, illustrating 

in particular th e  effect of counterfe iting on 

th e  ph arm aceutical m ark et: 1,554 m illion 

Euro in lost revenues and th e  conseq uent 

loss of 29 2 m illion Euro in net incom e

3

.

O ne of th e  m ost im portant toy indus-

trie s in Canada, h eadq uartered in Toronto, 

e stim ated losse s of 10 m illion dollars in 

2003 due  to th e  presence  of im itations of 

its products on th e  m ark et

4

. Additional ex-

am ples m ay be  illustrated in oth er sectors. 

O ne  of th e  m ost strongly affected areas is 

sports cloth ing; th e  incidence  of counter-

fe ited products is e stim ated to be  eq ual to 

10-12% of th e  global m ark et. W ith in th e  

EU alone, 11% of cloth ing item s and foot-

w ear is e stim ated to be  replicated, causing 

losse s of m ore  th an 7.5 b illion Euro

5

. 

Th e  textile sector is particularly relevant 

if one  considers th at th e  m anagem ent of 

counterfe it cloth ing item s is one  of th e  

m ost profitable activitie s for organized 

crim e, particularly for th e  Neapolitan “cam -

orra” (a Mafia-type  crim inal organization). 

It is th erefore  not surprising th at Italy rank s 

am ongst th e  countrie s w ith  th e  h igh e st per-

centage  of counterfe it textile products, as il-

lustrated in Graph ic no. 1.

Th e  large  scale of th e  ph enom enon 

th erefore  poses risk s  for a sector w h ich  – ac-

cording to data provided by th e  Italian 

Fed eration of  Tex tiles E nterprise s and  Fash ion 

(sm i–ati) – involves 62,000 com panies and 

525,000 em ployees w ith in Italy. 

Legal firm s are  forced to com pete  w ith  il-

legal entitie s th at do not re spect m ark et 

rules and are  not req uired to com ply w ith  

production standards. For th is purpose, it is 

useful to note  th e  ch aracteristics of an illeg-

al enterprise

6

 and th e  com petitive  edge  

w h ich  is  gained by avoiding a system  of 

controls, regulations and standards. Not 

only are  th e se  im posed upon th e  legal com -

pany but th ey m ay occasionally serve as a 

com petitive  advantage for th e  latter’s m ar-

k eted products, such  as in th e  case  of q ual-

ity controls and com pliance  w ith  

production standards. 

Graph ic 1

From  a purely econom ic perspective, 

th e  illegal enterprise  is  ch aracterized by cer-

tain advantages w h ich  provide  an initial and 

im m ediate  com petitive  edge  over th e  legal 

producer. Aside  from  th e  practice  of pla-

cing production centers in developing coun-

trie s – th ereby exploiting th e  low er labor 

and raw  m aterial costs, a practice  also util-

ized by large  firm s w h ich  m ark et legal 

products – th e  illegal com pany also bene -

fits, h ow ever, from  th e  econom ic advantage 

derived from  th e  use  of low  q uality raw  m a-

terials. Th is allow s th e  illegal com pany to at-
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tain significantly low er production costs. In 

addition, production is e ssentially propor-

tional to any rece ived req uests

7

; th e  illegal 

com pany th erefore  m anages to sell th e  en-

tire  produced am ount and rece ives an im m e -

diate  paym ent upon delivery of th e  

product. Th is prevents any risk s deriving 

from  incorrect forecasts of m ark et sh are  

and also avoids costs link ed to th e  storage  

of unsold goods w h ile sim ultaneously de -

creasing th e  risk  th at auth oritie s m ay identi-

fy th e  illegal com pany by locating 

w are h ouses for goods.  Additional advant-

ages include  th e  fact th at th e  illegal com -

pany does not sustain prom otional costs 

for th e  product – given th at it exploits th e  

im age  of th e  legal good th at it intends to 

replicate  – nor any adm inistrative costs asso-

ciated w ith  financial statem ents and account-

ing.

Th e  conseq uence  of th is com petitive  ad-

vantage is th e  m ark eting of goods w h ich  

not only im itate  th e  original product and in-

fringe  upon intellectual property righ ts but 

are  also offered at very low  prices, causing a 

significant distortion in th e  m ark et. Al-

th ough  it is not possible to state  th at all 

sold counterfe it goods w ould h ave re sulted 

in an eq ual num ber of acq uired original 

goods in th e  absence  of counterfe iting – 

due  to th e  difference  in sales prices – th e  ef-

fect on th e  legal com pany e ssentially in-

volves a sh ift in th e  dem and curve relative 

to its products w h ich  are  sold in low er 

am ounts and at low er prices. 

An interesting graph ical illustration of 

th e  above can be  found in th e  CEBR  report 

m entioned above. Th e  variables P** and 

Q ** respectively refer to th e  e q uilibrium  

price  and q uantity in th e  absence  of counter-

fe iting, given th e  supply curve and th e  de -

m and curve Q ’. In th e  presence  of 

counterfe iting, th e  dem and curve is sh ifted 

dow nw ards due  to a decrease  in th e  latter. 

P* and Q * refer to th e  new  eq uilibrium  val-

ues w h ich  are  now  low er com pared to th e  

previous case

8

.

Th e  existence  of counterfe it products 

w h ich  penetrate  th e  m ark et entails an addi-

tional conseq uence. In addition to losse s 

sustained by th e  com pany on th e  national 

m ark et, th ere  are  oth er dam ages deriving 

from  th e  possib ility th at international dis-

tributors of th e ir products w ill – in good 

or bad faith  – decide  to acq uire  supplies 

from  insecure  sources th at offer th e  sam e  

goods at low er cost.

Graph ic 2

Given th e  above conclusions on th e  

penetration of counterfe it products w ith in 

th e  m ark et by m eans of distributors th at 

are  in good or bad faith , th e  buyers of 

th e se  products sh ould be  analyzed in m ore  

detail. Previous references w ere  already 

m ade  to th e  h igh  num ber of unconscious 

consum ers w h o acq uire  a replica believing 

th at th ey are  acq uiring an original. Th is ele-
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m ent involves a significant fallout for produ-

cing com panies and represents one  of th e  

“h idden” costs of counterfe iting. Th e  un-

conscious buyer, as noted above, w ill dir-

ectly associate  th e  low  q uality of th e  

acq uired good w ith  th e  producer; th is re s-

ults in a loss of goodw ill w ith  re spect to 

th e  latter and th w arts th e  efforts im plem en-

ted by th e  com pany in order to guarantee  

product q uality and gain m ark et sh are

9

. A 

loss of goodw ill w ith  re spect to th e  trade -

m ark  w ill result in a decrease  in future  sales 

of th e  com pany and adds to th e  previously 

discussed econom ic dam ages. In addition, 

th e  legislations of certain countrie s w ill 

h old a producer liable for any dam ages 

caused by th e  products to th e  consum er giv-

en th at th e  latter h as acq uired th e  product 

in good faith  and w as unaw are  of th e  illegal 

origin of th e  product itself. Th e  consum er 

m ay sue  th e  producer for dam ages, th ereby 

forcing th e  latter to sustain additional costs 

for legal defenses

10

.

Th e  difference  betw een forecasted and 

actual revenues h as th e  additional effect of 

decreasing th e  propensity to invest in th e  

product. D ecreased investm ents not only im -

ply a low er degree  of innovation but also 

slow -dow ns in tech nological progress – w ith -

in a social/econom ic context w h ere  such  

progress is  deem ed e ssential – as w ell as de -

creased investm ents for integrating soph istic-

ated or costly com ponents w ith in goods 

and low er prom otional expenditure. Th ese  

w ill result in a negative fallout on oth er com -

panies w h ich  are  link ed to th e  producer, 

such  as suppliers and advertising agencie s.

It w ould be  lim iting, h ow ever, to believe 

th at th e  econom ic conseq uences of counter-

fe iting exclusively affect producing enter-

prise s and com panies link ed to th e  latter. 

Th e  situation is actually m uch  m ore  com -

plex and th e  “h idden” costs of counterfe it-

ing m ust certainly include  th e  elem ents th at 

affect national governm ents in th e  form  of 

decreased fiscal revenues and investm ents.

Th e  illegal nature  of th e se  activitie s w ill 

naturally result in th e  creation of an under-

ground econom y involving production-dis-

tribution-sales w h ich  not only avoid th e  

norm al ch annels of legal regulation but 

also th ose  relative to taxation. Th is elem ent 

is sh ared by countrie s w h ich  produce  fak e s 

as w ell as th e  de stination countrie s of th e se  

products. Th e  e stim ates of losse s sustained 

by m em ber states of th e  European Union 

due  to th e  im possib ility of taxing th e se  

products is cause  for concern; th ey are  e s-

tim ated to be  3,731 m illion Euro in th e  toy 

and sports cloth ing sector and 1,554 m il-

lion Euro in th e  ph arm aceutical sector. 

Losse s relative to oth er sectors are  sim ilarly 

large, totaling 7,581 m illion Euro in th e  

cloth ing and footw ear sector and 3,017 m il-

lion Euro in th e  perfum e  and cosm etics sec-

tor

11

. Significant econom ic dam ages are  

also recorded in countrie s w h ere  counter-

fe it goods are  produced, as reported by 

data relative to R ussia w h ere  it is e stim ated 

th at th e  com m erce  of counterfe it products 

causes losse s of one  b illion dollars for th e  

governm ent

12

. Losses for both  producing 

and im porting com panies also occur if 

th e se  products are  sh ipped w ith  forged 

transportation docum ents

13

. Th e  negative 

im pact of counterfe iting on revenues of 

legal com panies also indirectly affects th e  

volum e of taxes w h ich  are  collected by gov-

ernm ents. In th e  long term , th e  lack  of in-

centives for innovation and th e  decreased 

production – due  to th e  need for th e  com -

pany to adjust to a new  level of dem and 

caused by th e  existence  of counterfe it 

products – w ill result in a decrease  of th e  
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Gross National Product. Th is, in turn, m ay 

affect th e  grow th  rate  of th e  country’s eco-

nom y. Th e  study im plem ented by th e  

CEBR  estim ated th e  im pact of th e se  losse s 

on th e  British  econom y to be  143 m illion 

pounds per year; estim ates relative to th e  

total gross dom estic product for th e  

European Union are  also cause  for con-

cern.  By affecting th e  level of w ealth  th at 

is, in fact, created by th e  various “econom ic 

partie s” w ith in EU countrie s, counterfe iting 

causes a net reduction in th e  Gross D om est-

ic Product w h ich  – according to e stim ates 

supplied by th e  CEBR  – can be  q uantified 

as 8,042 m illion Euro across Europe

14

. It 

sh ould also be  noted th at additional reduc-

tions for tax revenues are  caused by th e  illeg-

al nature  of w ork ers w h ich  are  exploited to 

produce  th e  counterfe it goods; it is, in fact, 

unlik ely th at th e  counterfe iters w ill com ply 

w ith  law s relating to w ork er righ ts and com -

pensation.

W ith  re spect to governm ents, counter-

fe iting m ay create  an additional serie s of 

dam ages derived from  an effect th at is sim il-

ar to th e  loss of goodw ill w ith  re spect to 

th e  producer. Fore ign producers could, in 

fact, be  increasingly reluctant to m ove th e ir 

production sites to countrie s w h ere  counter-

fe iting is w ide spread due  to th e  fear of signi-

ficant losse s. Th e  direct conseq uences of 

th is loss of goodw ill w ith  re spect to a gov-

ernm ent’s capacity in ensuring com pliance  

w ith  intellectual property righ ts include  a de -

crease  in fore ign investm ents in th e  country 

in q uestion as w ell as a loss of k now - h ow  

and tech nology. Th e  decrease  in invest-

m ents m ay also involve a decrease  in ex-

ports due  to th e  negative reputation 

associated w ith  all products originating 

from  th at country, including original goods 

w h ich  m ay be  labeled as be ing low  in q ual-

ity

15

.

3.2 Social conse q ue nce s

Counterfe iting not only poses econom ic 

risk s but also involves broader effects th at 

m ay negatively im pact th e  social fabric of a 

country due  to th e  risk s  for consum er 

h ealth  and safety. Th e  loss of num erous 

job positions – due  to dam ages sustained 

by com panies as a re sult of counterfe iting 

– serves as th e  link  betw een m ere  econom -

ic dam ages and th e  risk s  brough t upon con-

sum ers. Th e  negative effects on 

em ploym ent are  significant and represent 

yet anoth er “h idden” cost of counterfe it-

ing. It is e stim ated th at counterfe iting 

causes th e  loss of 100,000 job positions 

every year in th e  European Union

16

; addi-

tional estim ates h ave been m ade  at th e  na-

tional level. In France, th e  Com itè national 

anti-contrefaçon  e stim ated th at th e  effect of 

counterfe iting on em ploym ent re sulted in 

30,000 lost job positions, w h ile th e  CEBR  

estim ated 4,000 lost job positions in th e  

UK ; oth er e stim ates for Germ any report 

70,000 lost job positions

17

. 

Th e  econom ic problem  th erefore  be -

com es a social problem . Even th e  loss of a 

single job position m ay becom e  a fam ily 

tragedy for th e  em ployee  or th e  w ork er 

w h o no longer h as any incom e

18

. Social 

costs also affect w ork ers in countrie s w h ere  

replicated products are  produced given 

th at, in m ost cases, th e se  w ork ers are  em -

ployed under conditions of real exploita-

tion w ith out any form  of guarantee  due  to 

th e  unlaw ful nature  of th e ir em ploym ent.

Th e  low  q uality of th e  product m ay also 
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re sult in serious conseq uences for con-

sum ers given th e  risk  for th e  latter’s h ealth  

and safety. Available case  records are  extens-

ive. Before  considering th e  specific ch aracter-

istics and significant risk s link ed to th e  

counterfe iting of m edicines, airplane and 

autom obile spare  parts and toys, it is useful 

to introduce  th e  topic by presenting som e  

exam ples th at illustrate  h ow  th is risk  m ay 

also be  found in oth er types of replicated 

products.

Apparently h arm less com ponents, such  

as cell ph one  batterie s, m ay re sult in signific-

ant risk s if th e ir production does not com -

ply w ith  pre -determ ined standards. 

Counterfe it batterie s – w h ich  are  currently 

very w idespread

19

 – do not contain ad-

eq uate  internal m ech anism s th at prevent 

overloading and m ay th erefore  easily ex-

plode. In addition, th e se  batterie s tend to 

contain an elevated percentage  of m ercury. 

Th is ch aracteristic cause  th em  to be  poten-

tially dam aging for th e  h ealth  of consum ers 

and m ay cause  eye, ear, k idney and im m une  

system  problem s

20

.

Th e  creativity and unscrupulousness of 

counterfe iters se em s, h ow ever, to h ave no 

lim its. Th ere  are  reported cases, in fact, in-

volving th e  se izure  of counterfe it sh am poo 

in North  Am erica

21

 as w ell as Z am bia

22

 

th at contained bacteria or even acid. In July 

of 2007, num erous pack ages of counterfe it 

tooth paste  w ere  discovered in th e  Spanish  

m ark et containing glycol dieth ylene, a sub -

stance  w h ich  is  h igh ly toxic for th e  h um an 

body. Spanish  auth oritie s se ized 100,000 

tooth paste  tubes; according to th e  daily 

new spaper E l Pais, 10,000 pack ages w ere  dis-

tributed in th e  h ospitals of Valencia. 

Th e  counterfe iting of food and bever-

ages is  anoth er h igh ly risk y sector for con-

sum ers; th ere  are  unfortunately num erous 

exam ples, as noted in Box 1.

Box 1 lists a few  useful exam ples in or-

der to h igh ligh t th e  fact th at counterfe iting 

can no longer only be  view ed from  a purely 

econom ic perspective. Th e  death s of nu-

m erous individuals w h o believed th at th ey 

h ad acq uired a safe  product at a convenient 

price; w h o are  unaw are  th at th ey are  travel-

ing on a m eans of transportation w h ich  util-

izes counterfe it spare  parts; w h o are  

confident th at th ey can h eal th e ir disease s 

w ith  effective and tested m edicines: th e se  

cases serve  as th e  final w arning call for 

identifying counterfe iting as a real crim e. 

Th ey also illustrate  th e  need to adeq uately 

respond to such  an unscrupulous and dan-

gerous activity.

Let us now  consider certain productive 

sectors th at are  particularly susceptible to 

negative effects w ith  re spect to th e  h ealth  

and safety of consum ers.

Toys

Th e  toy industry posse sse s all th e  ch ar-

acteristics th at w ould appeal to counterfe it-

ers. First of all, it is a very extensive  sector 

w ith  a significant econom ic incidence  

w h ose  value in Europe  w as e stim ated by 

th e  CEBR  to be  m ore  th an 35 b illion Euro 

in 2000

23

. In addition to th e  potential rev-

enues w h ich  m ay be  attained, th e  particular 

m ark et com position is appealing given th at 

it is dom inated by a few  large  producing 

com panies w h ich  also operate  as distribut-

ors. Mark et dem and is triggered by th e  ef-

fect of th e  m edia on th e  im agination of 

ch ildren by m eans of current m ark eting 

tech niq ues.

It is th is latter ch aracteristic, h ow ever, 

w h ich  provides th e  counterfe iters w ith  an 
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additional advantage. Th e  utilized m edia al-

low  th e  counterfe iter to copy th e  structure  

of th e  toy in all its details, th ereby m ak ing it 

as sim ilar to th e  original as possible w ith out 

necessarily copying th e  tradem ark . In th is 

w ay, th e  controls ph ase  is  m ore  difficult due  

to th e  presence  – as in certain Asian coun-

trie s, for exam ple – of regulatory regim es 

w h ich  provide  a low er level of protection 

for industrial designs com pared to th at gran-

ted to tradem ark s

24

.

Even in th is case, th e  com pany is sub -

ject to additional dam ages w h ich  are  link ed 

to th e  low er q uality of th e  counterfe it 

product – w ith  th e  aggravating factor th at 

th e  latter is m ore  difficult to distinguish  

from  th e  original. In th is sector a parent is 

unlik ely to k now ingly buy a risk y product 

for purely econom ic convenience  given th at 

th ey are  toys for ch ildren. In addition, any 

liability for ordinary defects of th e  non-ori-

ginal toy – i.e. relative to problem s w ith  th e  

toy itself th at do not cause  conseq uences 

for th e  ch ild – w ill often not be  reported 

and, as a re sult, is com pletely associated 

w ith  th e  producer unless verification pro-

cedures are  in place.

Th e  toy industry tends to am plify th ose  

ch aracteristics w h ich  are  de scribed as profit-

ability com ponents for counterfe iting given 

th e  large  scale of th e  m ark et as w ell as regu-

lations w h ich , in certain cases, offer less 

protection com pared to oth er sectors. Th is 

th erefore  explains a 12% incidence  of 

BO X 1

Exam ple s  of ris k s  de riving from  counte rfe it food and be ve rage s

In 2005, 23 people died in Turk ey as th e  re sult of very h igh  levels of m eth yl alcoh ol w ith in a 

local beverage  th at h ad been counterfe ited

In 2004, th e  use  of counterfe it liq uor in Ch ina caused th e  death  of at least 11 people

In 2004, circa ten ch ildren died in Ch ina after consum ing counterfe it food

In 2003, one  person died in Finland from  th e  consum ption of counterfe it rum

In 2003, tw o people died in Th ailand follow ing th e  ingestion of counterfe it w ine

In 2002, eleven people in Taiw an died as a re sult of ingesting counterfe it rice  w ine  w h ich  

contained concentrations of m eth anol th at w ere  29 0 tim es h igh er th an safety lim its

In 2002, th e  death  of a British  tourist in Turk ey w as link ed to th e  consum ption of counterfe it 

liq uor

In 2001, at least 60 people lost th e ir lives in Estonia after h aving consum ed counterfe it vodk a

In 19 9 8, th e  consum ption of counterfe it w ine  in Ch ina caused th e  death  of 27 individuals, w h ile 

200 oth ers w ere  h ospitalized

In 19 86, th e  distribution of w ine  w ith  an elevated q uantity of m eth anol h ad serious 

conseq uences in Italy, causing th e  death  of 19  people and blindness in 15 oth ers

Sources: Altroconsum o, h ttp://w w w.altroconsum o.it/m ap/sh ow /12070/src/100601.h tm ; 

International Ch am ber of Com m erce  (ICC) Counterfe iting Intelligence  Bureau, (2007), Th e 

International A nticounterfe iting Directory 2007; APCO , (2003), Glob al Counterfe iting Back ground  

Docum ent, 2003.
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counterfe iting for th is sector w ith in th e  

European m ark et and w h ich  – according to 

e stim ates m ade  by Toy Ind ustries of  E urope  – 

causes losse s for producers totaling one  

and a h alf b illion Euro per year

25

.

In order to appreciate  th e  sh ort-term  

evolution of th e  ph enom enon, it is defin-

itely interesting to consider th e  official stat-

istics of th e  European Union relative to 

se izures of counterfe it goods along th e  bor-

ders of th e  EU; Graph ic no. 3 provides a 

graph ic depiction of th e se  statistics. It 

sh ould be  noted th at – w ith  th e  exception 

of th e  peak  figure  recorded in 2000 w h ere  

toys represented 10% of all se ized 

products, totaling 6,819 ,113 pieces – th e  in-

cidence  of replicated toys is, on average, 

1.5-2% of all se ized goods w ith  an average  

total num ber eq ual to one  m illion e igh t h un-

dred th ousand item s

26

. 

Th e  countrie s of origin of th e se  

products are  m ostly in Asia, particularly 

Ch ina and Th ailand, but th ere  are  also nu-

m erous oth er products from  oth er coun-

trie s such  as Poland and Turk ey w h ere  it is 

believed th at th e  volum e of production of 

counterfe it toys is actually h igh er th an th at 

of original toys

27

. H ow ever, th e  noticeable 

presence  of counterfe it toys in Poland and 

Turk ey sh ould also be  link ed to th e ir role as 

transit countrie s for counterfe it products ori-

ginating from  Asia and intended for th e  

European Union m ark et.

An analysis of th e  num ber of se izures 

provides an e stim ate  relative to th e  num ber 

of counterfe it toys w h ich  are  introduced to 

th e  m ark et. In France, for exam ple, counter-

fe its for ch ildren w ere  se ized in th e  port of 

Marse ille and th e  airport of R oissy for val-

ues eq ual to Euro 450,000 and Euro 

215,000 re spectively

28

.

Th ese  m easurem ents and e stim ates are  

very useful in determ ining th e  econom ic in-

cidence  of th e  problem  w h ich  m ay reach  

levels eq ual to one  fourth  th e  production 

of a com pany. Th is is  th e  case, for ex-

am ple, of a French  toy producer. Total 

sales for one  of its top products w as close  

to 2.2 m illion pieces w h ile 850,000 counter-

fe it pieces h ad been im ported into France  

and Germ any

29

.

Graph ic 3

Th ese  e stim ates becom e  alarm ing if 

one  not only considers th e  q uantity of 

products w h ich  penetrate  th e  m ark et but 

also th e  partie s w h ich  rece ive  th em . Given 

th at th e  latter are  ch ildren, th e  level of 

danger grow s exponentially. It is im portant 

to not forget, in fact, th at – due  to th e  ch ar-

acteristics and needs of th e  final user – toys 

are  subject to very severe  regulation and 

q uality controls as w ell as specific tests th at 

precede  th e ir introduction in th e  m ark et in 

order to ensure  th at th e ir utilization does 

not involve any type  of risk  for ch ildren.

An object w h ich  is  placed in th e  h ands 

of a ch ild m ust be  de signed and im plem en-
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ted by tak ing typical ch ild be h avior into ac-

count. A toy m ust not h ave parts th at are  

easily detach able and can be  potentially sw al-

low ed. Th e  m aterials th em selves, as w ell as 

th e  colors used during production, m ust 

not contain any form  of toxicity. Follow ing 

controls and on th e  basis of th e  toy’s com -

position, its size  or th e  size  of its parts and 

its structure, th e  product w ill be  classified 

as suitable or not suitable for a certain age  

group; particular care  is given to toys classi-

fied for ch ildren under th e  age  of 36 

m onth s.

Th ese  controls are  obviously not im ple-

m ented by counterfe iters w h ose  only in-

terest is to m ark et th e  products at a good 

price  and w ith  th e  low est possible cost of 

production.

Box 2 provides an exam ple w h ich  illus-

trates th e  gravity of th e  problem .

Th e  range  of replicated products for 

ch ildren is unfortunately very broad. In ad-

dition, any part of such  products m ay be  

dam aging: th e  dyes th at are  used – w h ich  

m ay contain a h igh  level of lead – as w ell as 

m aterials th at are  easily flam m able.

In 2000, counterfe it figurines w ith  a 

h igh  level of toxic lead w ere  se ized in th e  

UK  w h ile th e  Center for Consum er Protec-

tion in Liverpool se ized counterfe it toy 

w atch es in Liverpool w h ich  h ad easily de -

tach able com ponents and presented a h igh  

risk  of ch ok ing.

Th e  conseq uences of utilizing such  

products m ay be  very serious; th e  prim ary 

reason for concern is due  to th e  fact th at 

th ey are  difficult to identify as a re sult of 

th e ir close  sim ilarity to th e  originals and 

m ay th erefore  also be  found in a superm ar-

k et or a specialized store.

BO X 2

W h at could be  found ins ide  a counte rfe it toy?

Excellent evidence  is presented in th e  Special R eport on Counterfe iting drafted by th e  

International Tradem ark  Association in 2004. D uring th e  creation of a TV program  against 

counterfe it products, Lorne  Lipk us – a Canadian law yer operating in th is sector – decided to 

open a counterfe it felt toy in order to analyze its contents. W h at th ey found varied from  h air to 

unidentified colored m aterial. D uring th e  preparation of th e  program , Lipk us and h is  TV crew  

also visited a w aste  disposal center for counterfe it products w h ere  a significant q uantity of felt 

toys w as be ing incinerated; th e  e stim ated value of th e se  toys w as circa one  m illion dollars. At th is 

point, Lipk us narrated w h at h ad h appened a few  years ago during a visit to anoth er w aste  

disposal center: several of th e  em ployees w h o entered into contact w ith  th e  toys and th e ir 

stuffing developed large  rash e s on th e ir arm s and legs. O ne  of th e  em ployees h ad only noted a 

sim ilar experience  once  w h en h e  entered into contact w ith  isolating m aterial used for h is  attic. 

D uring th e  preparation of th e  program , anoth er coincidental case  occurred: th e  battery space  of 

a counterfe it w atch  containing th e  im age  of a w ell-k now n TV personality opened and revealed a 

counterfe it battery th at w as already in a state  of oxidation and w h ose  liq uid w as beginning to 

seep out.

Source : International Tradem ark  Association, (2004) Special R eport on Counterfe iting.
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Spare  parts  for aircraft and m otor 

ve h icle s

From  an econom ic perspective, th e  m ar-

k et for aircraft and m otor veh icle spare  

parts is a th riving sector for th e  counterfe it-

er. In th e  first case, th is elem ent is e ssen-

tially guaranteed by th e  elevated m ark et 

price  of th e se  products w h ile, in th e  case  

of m otor veh icles, profitability is guaran-

teed by th e  enorm ous distribution of 

veh icles and th erefore  th e  w ide spread com -

m erce  of spare  parts. In both  cases, replic-

ated goods are  introduced w ith in a legal 

m ark et w ith  relative ease  by m eans of black  

or parallel m ark ets. In e ssence, h ow ever, th e  

tw o product sectors – aircraft and m otor 

veh icle – present different ch aracteristics 

and sizes w h ich  sh ould be  analyzed separ-

ately.

Spare  parts for aircraft are  generally pro-

duced by a variety of sm all firm s and are  

subject to severe  regulation in order to guar-

antee  com pliance  w ith  certain safety stand-

ards. In th e  United States, for exam ple – 

and sim ilarly to w h at occurs in m ost coun-

trie s – a specialized governm ent body, th e  

Fed eral A viation A uth ority (FAA), regulates 

th e  de sign and production of th e se  com pon-

ents, granting auth orization and approving 

a product after severe  controls in relation to 

planning and design criteria, production fa-

cilitie s and processe s and q uality controls

30

.

Th is is  due  to th e  specific ch aracteristics 

w h ich  th e se  products m ust h ave in order to 

fulfill th e ir specific functions. Any form  of 

structural failure  or m alfunctioning of th e  

m otor can result in catastroph ic con-

seq uences. Even th e  production of screw s, 

bolts and supporting com ponents – in addi-

tion to m ore  soph isticated spare  parts – 

m ust com ply w ith  specific req uirem ents 

and produce  products of elevated re sist-

ance  and durability.

In recent years and follow ing th e  discov-

ery of counterfe it spare  parts, controls on 

th e  supply of th e se  products h ave been 

strength ened; th e  risk  of utilizing a counter-

fe it spare  part, h ow ever, rem ains very h igh . 

In order to tack le th e  problem , th e  auth orit-

ie s regulating civil aviation in th e  US and 

Australia (in th e  latter case, th e  Civil A vi-

ation Safety A uth ority – CASA) h ave created 

specific program s for th e  purpose  of ex-

panding m onitoring activitie s and controls 

w ith  re spect to products th at are  suspected 

to be  non-com pliant. Th is category – gener-

ally referred to as SUPs (Suspected  Unap-

proved  Parts) – includes various types of 

spare  parts w h ose  com m on ch aracteristic is 

th e ir non-com pliance  w ith  req uirem ents 

needed for th e ir approval as safe  products 

th at are  th erefore  auth orized to be  installed 

on an aircraft

31

. Th is category also in-

cludes counterfe it products

32

. 

Th e  US Fed eral Bureau of  Investigation  

(FBI) h as identified th e  four m ost com m on 

types of fraud affecting SUPs and th e ir in-

troduction w ith in th e  distribution ch ain. 

Th e  first consists in attach ing a valid FAA 

label to a used spare  part th at h as not been 

m odified or ch anged; th e  label w ill certify 

th e  servicing of th e  product or th e  latter’s 

refurbish ing. Anoth er m eth od consists in 

m anufacturing th e  spare  parts in com pli-

ance  w ith  th e  producer’s specifications but 

utilizing low -q uality m aterials. Th e  th ird 

m eth od consists in buying and re - selling 

overproduced parts from  legitim ate  m anu-

facturers. Alth ough  th e se  spare  parts are  

not counterfe ited, it is possible th at th e se  

products are  production rejects and th ere -
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fore  also potentially dangerous. Finally, an-

oth er type  of fraud involves th e  acq uisition 

of dam aged spare  parts, or parts w h ich  are  

nearing th e  end of th e ir useful residual 

lives, and re - selling th em  as renew ed spare  

parts

33

. Th ese  types of fraud are  obviously 

not only im plem ented w ith in th e  USA but 

are  found in all countrie s.

D ata derived from  an investigation car-

ried out by th e  US Departm ent of  Transporta-

tion

34

 – alth ough  relative to th e  19 9 0’s – 

illustrate  a grow ing trend w ith in th e  m ark et 

of counterfe it spare  parts for aircraft. 

W h en th e  investigation w as launch ed in 

19 9 0, th e  problem  of counterfe it spare  

parts w as not yet a priority and only nine  re -

ports w ere  recorded. D ue  to m ore  severe  

controls, th e se  reports increased to 52 in 

19 9 1, 362 in 19 9 2 and 411 in 19 9 4. Th e  fig-

ures relative to 19 9 5 and 19 9 6 reported a 

sligh t decrease  but th e  num bers continue  to 

be  concerning, totaling 317 and 320 re -

ports, re spectively

35

.

Estim ates relative to th e  size  of th is m ar-

k et in th e  United States are  cause  for m ore  

concern, h ow ever. Experts in th is sector be -

lieve, in fact, th at th e  counterfe it m ark et 

m ay be  eq ual to 10% of th e  legal m ark et if 

all SUPs are  included w ith in th e  e stim ate. 

Th is w ide spread distribution is understand-

able given th e  h igh  level of profitability of 

th e se  products. A sim ple com ponent such  

as a nut m ay be  sold at h igh  prices – circa 

400 dollars – given its ch aracteristics of re s-

istance  and duration

36

. Counterfe iters do 

not com ply w ith  safety specifications for 

th e  spare  part and m ay th erefore  produce  

th e  product at very low  cost and re - sell it 

on th e  m ark et at a very h igh  price, th ereby 

attaining significant profit m argins.

Alth ough  it is difficult to uneq uivocally 

link  th e  cause  of an aircraft disaster to th e  

utilization of a counterfe it spare  part – due  

to th e  problem s inh erent in verifying th e  

causes of such  accidents – it is, in any case, 

possible to illustrate  a few  exam ples w h ere  

it is suspected th at th e  accident w as caused 

by th e  installation of a non-com pliant 

spare  part. Th ese  exam ples also dram atic-

ally illustrate  th e  ph enom enon and h igh -

ligh t th e  num ber of h um an lives w h ich  are  

sacrificed for th e  econom ic interests of un-

scrupulous crim inals. O ne  exam ple is th e  

case  of th e  Norw egian aircraft Convair 580 

w h ich  crash ed in 19 89  w h en flying from  

Norw ay to Germ any due  to a counterfe it 

bolt in th e  tail structure  of th e  airplane, re s-

ulting in th e  death  of 55 people

37

. O th er 

exam ples are  link ed to an Italian investiga-

tion on th e  traffick ing of counterfe it spare  

parts across several countrie s. Alth ough  Asi-

an countrie s are  often cited as th e  prim ary 

source  of th e se  products, it sh ould be  

noted th at North  Am erican and European 

countrie s also h ave production sites.

O ne  fact is certain: th e  m ark et for non-

com pliant spare  parts for aircraft is very 

large  and th ere  are  m any accidents w h ich  

could be  potentially attributed to th e se  

counterfe it parts. A confidential file of US 

auth oritie s publish ed in Business Week  e stim -

ated th at – in th e  period betw een 19 73 and 

19 9 3 – 166 airplane accidents in th e  USA 

alone w ere  caused by th e  use  of counter-

fe ited spare  parts

38

.

Th e  sentence  for th e  case  cited in th e  

box above – and w h ich  fully falls w ith in th e  

category of crim inal activitie s th at could 

h ave potentially catastroph ic conseq uences 

by risk ing th e  lives of th ousands of people 

– em ph asizes th e  im portance  of not consid-

ering counterfe iting as a second class crim e. 

Th e  sentences sh ould be  proportional to 

th e  crim e  and create  a deterring effect in or-
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der to prevent unscrupulous crim inals from  

considering th e  counterfe iting of spare  

parts as a h igh ly profitable and low -risk  

activity.

Sim ilarly to th e  case  of spare  parts for 

aircraft, th e  m ark et of spare  parts for m o-

tor veh icles is very appealing for counterfe it-

ers due  to its size  and th e  relative ease  w ith  

w h ich  replicated products can be  m ark eted 

and sold on legal m ark ets.

Even for th is m ark et, counterfe it 

products fall w ith in a broader category of 

goods: unauth orized spare  parts. Th is cat-

egory includes: w are h ouse  surpluses of au-

th orized distributors w h ich  are  sold directly 

at a sales point w ith out th e  auth orization 

of th e  m anufacturer; im ports from  a paral-

lel m ark et, including original spare  parts 

th at are  transferred from  one  m ark et to an-

oth er w ith out th e  auth orization of th e  m an-

ufacturer; and copie s of spare  parts 

produced by independent suppliers. Th e  lat-

ter are  legal if: th ey posse ss th e  sam e  q ual-

ity level of th e  original spare  part; th ey are  

not labeled w ith  counterfe it tradem ark s; 

and th ey are  identified as non-original spare  

parts w h en sold to th e  final user

39

.

Th is m ark et – particularly in recent 

years – h as grow n significantly in conjunc-

tion w ith  th e  recent increase  in m otor 

veh icles across th e  w orld

40

. 

Th is grow th  h as been particularly no-

BO X 3

Counte rfe it aircraft spare  parts : th e  Italian e xpe rie nce

Th e  largest European investigation on th e  subject w as im plem ented in Italy follow ing th e  th eft 

of spare  parts in th e  h angar of Meridiana airlines w ith in th e  O lbia airport in 19 9 5. Th e  

investigations reach ed a decisive  turning point w h en th e  Italian Guardia di Finanza discovered 80 

th ousand spare  parts w ith in h angar 126 of Ciam pino airport as w ell as a w ork sh op w h ere  th e  

parts w ere  assem bled for subseq uent selling.  H angar 126 w as ow ned by an Italian com pany, 

Panaviation, w ith  a registered office  in R om e  and operating in th e  sector for th e  distribution of 

spare  parts for aircraft. Its custom ers included m any Italian and fore ign airline  com panies, 

including Meridiana, Lufth ansa, Air O ne, th e  ex-Sw issair, SAS, Air France. Th is com pany could 

also rely upon th e  support of an Am erican distributor, D unbee; several containers w ere  se ized 

by th e  Italian Guardia di Finanza w h ich  w ere  en route  tow ards th is com pany and contained 30 

th ousand k ilogram s of non-com pliant spare  parts.  Th e  investigation yielded alarm ing re sults. 

Panaviation w ould, in fact, acq uire  discontinued aircraft destined for scrapping and disassem ble 

th e  com ponents in order to m ark et th em  follow ing a sim ple cleaning and th e  forging of false  

docum ents w h ich  certified th e ir refurbish ing. Som e spare  parts originated from  low -q uality 

discontinued aircraft of ex-Yugoslavia w h ile oth ers w ere  even tak en from  a Canadair plane w h ich  

sank  in Sicily. Th e  investigations also confirm ed th e  liability of tw o oth er com panies w h ich  w ere  

link ed to Panaviation – New  Tech  Italia and New  Tech  Aerospace  – and extended beyond th e  

Italian territory to US soil th rough  th e  collaboration of th e  FBI.

Th e  spare  parts supplied by Panaviation w ere, in fact, suspected of be ing th e  cause  of tw o 

serious airplane accidents: an incident in New  York  in Novem ber of 2001 w h en an Airbus A300 

crash ed due  to a structural failure  during tak e -off, causing th e  death  of 265 people; anoth er 
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ticeable in countrie s w ith  elevated grow th  

rates but w ith  relatively low  pro-capita in-

com e  levels. Ch ina is an obvious exam ple: 

th e  num ber of circulating veh icles betw een 

19 9 0 and 2002 h as q uadruplicated; a sim ilar 

increase  in circulating veh icles w as reported 

in Th ailand betw een 19 87 and 19 9 7

41

. 

Th ese  m ark ets are  traditionally affected 

m ore  by th e  counterfe iting ph enom enon, 

th e  latter be ing stim ulated, am ongst oth er 

th ings, by th e  elevated price  of th e  original 

good in relation to th e  purch asing pow er of 

th e  average  salary. Counterfe it spare  parts 

can, on th e  oth er h and, be  acq uired at 50% 

of th e  price  of an original, th ereby prom ot-

ing th e  dem and for such  products and creat-

ing th e  conditions for attracting producers 

and distributors of counterfe it spare  parts 

in th e  m ark et

42

.

Th e  elevated price  of original spare  

parts sh ould not be  underestim ated w h en 

analyzing th e  factors causing th e  w ide -

spread distribution of th e  ph enom enon. 

Large  autom obile com panies are  aw are  of 

th e  fact th at th ey can create  m onopolies 

w ith  regards to original spare  parts and, as 

a re sult, th ey often im plem ent price  in-

creases for th e se  products, th ereby indir-

ectly providing incentives for th e  custom er 

to search  for spare  parts at low er prices.

Sim ilarly to oth er m ark ets affected by 

th is ph enom enon, it is again difficult to 

provide  accurate  and reliable data on th e  

scale of th e  problem . It is, in any case, pos-

sible to supply estim ates w h ich  h igh ligh t a 

incident concerned th e  Bari-D jerba fligh t w h ere  an ATR  42 ow ned by a Tunisian airline  

com pany crash ed and sank  into th e  sea off th e  coast of Palerm o, causing th e  death  of 16 

people. Th e  cause  of th e  disaster w as discovered to be  th e  cock pit instrum ents w h ich  did not 

report a lack  of fuel, th ereby re sulting in engine  sh utdow n.

Th e  investigations conducted by th e  Guardia di Finanza h ad th e  im m ediate  effect of alerting th e  

national governm ent bodie s w h ich  are  entrusted w ith  m onitoring fligh t safety; th e se  bodie s 

im plem ented severe  testing procedures on all airline  com panies in relation to spare  parts 

acq uired from  Panaviation and com panies link ed to th e  latter. Th is involved significant costs. 

Consider th e  case  of Lufth ansa w h ich  h ad installed five  connectors acq uired from  Panaviation 

on General Electric m otors. Th e  identification of th e se  parts w as, h ow ever, im possible due  to 

th e  lack  of serial num bers on th e  connectors, th ereby forcing th e  Germ an com pany to replace all 

connectors on 180 turbines.

Th e  trial relative to Panaviation ended – follow ing plea bargaining – w ith  a sentence  of one  year 

and four m onth s of prison for th e  ow ner and h is  daugh ter as w ell as th e  ow ner of New  Tech  

Italia and a m aintenance  tech nician of Meridiana; th ey w ere  accused of endangering th e  safety 

of transportation system s as w ell as th e  forgery of public deeds. O th er partie s involved in th e  

crim e  w ere  sentenced to several m onth s of prison.

Sources: Abata G., (2002), La Sicurezza d e i voli (Fligh t safety) in Il Mattino, article of January 27th ; 

Cocco G., (2005), R iseq u estrate i ricam b i d ella Panaviation (Seize th e  spare parts of  Panaviation), in La 

nuova Sardegna, Septem ber 15th ; D i Feo G., Gatti F., (2005), Ferm ate q u ell’aereo (Stop th at airplane), 

L'Espresso.
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very extended m ark et for counterfe it spare  

parts th at sh ould be  cause  for concern. O f 

th e  12 b illion dollars th at are  globally lost 

by th e  autom otive industry as a re sult of 

sales of unauth orized spare  parts, th e  

MEMA estim ates th at 3 b illion are  attribut-

able to th e  incidence  of counterfe iting in 

th e  US m ark et w h ile th e  rem aining 9  b illion 

are  m ostly attributable to losse s sustained 

w ith in th e  European Union

43

. General Mo-

tors e stim ates th at 1.2 b illion dollars w ere  

lost by its com pany and its distributors

44

. A 

greater degree  of uncertainty relative to th e  

incidence  of counterfe iting w ith in th e  legal 

m ark et is reported in Europe : th e  

European Com m ission e stim ates an incid-

ence  of 5-10% of th e  European m ark et in 

contrast to th e  e stim ate  of th e  International 

Fed eration of  A utom otive A fterm ark et Distrib ut-

ors  w h ich  is  less th an 1%

45

.

Aside  from  th is significant q uantifica-

tion discrepancy – potentially due  to sector 

interests – th ere  is, in any case, no doubt 

th at th e  sector for m otor veh icle spare  parts 

is a th riving m ark et for counterfe iters, as il-

lustrated by th e  re sults of certain se izures 

and im plem ented investigations. According 

to th e se  investigations, th ere  are  57 com pan-

ie s m anufacturing counterfe it spare  parts in 

France  alone w h ich  are  in turn supported 

by a netw ork  of 44 distributors. In th e  UK , 

th e  m ark et for such  spare  parts is e stim ated 

to be  eq ual to 10% of th e  national m ar-

k et

46

. 

Th e  fact th at counterfe it spare  parts can 

be  easily sold w ith in th e  legal m ark et serves 

as a significant incentive prom oting th e  

grow th  of th e  ph enom enon, as illustrated 

by an investigation conducted in France  by 

th e  Direction générale d e  la concurrénce, d e  la con-

som m ation et d e  la répression d es fraud es; th e  in-

vestigation w as conducted in th e  period 

betw een th e  fourth  q uarter of 2002 and th e  

th ird q uarter of 2003. A total of 154 

French  facilitie s w ere  inspected, including 

m ech anical repair centers, body sh ops, dis-

tributors and specialized im porters: 1,200 

counterfe it spare  parts w ere  found. Th ese  

spare  parts originated from  Belgium  and 

Neth erlands alth ough  th e  exam ining judges 

believed th at th e se  countrie s only served as 

transit points for th e  products

47

, w h ich  are  

generally m anufactured in Ch ina, Singa-

pore, Turk ey but also Italy, Spain and Por-

tugal

48

.

Th e  spare  parts w h ich  are  m ost fre -

q uently counterfe ited are  th ose  w h ich  are  

broadly utilized. Counterfe iters concentrate  

on a h andful of easily replicable products 

w ith  low  cost and w h ich  are  also easily m ar-

k etable

49

. Th e  m ost replicated products in-

clude, in fact, fenders and bum pers, brak e  

pads, sh ock  absorbers, h oods, steering 

w h eels, w indsh ields, fuel pipes

50

.

Even in th is case, counterfe iters benefit 

from  certain com petitive  advantages w h ich  

allow  th em  to m ark et products at extrem ely 

low  prices. Th ese  advantages are  e ssentially 

derived from  an absence  of q uality controls 

on th e  final good w h ich  is, on th e  oth er 

h and, tested m ultiple tim es by m anufactur-

ing com panies in order to guarantee  th e  re -

q uired duration and safety levels

51

.

Even in th is sector, th e  lack  of q uality 

in spare  parts and th e  nature  of th e  latter 

m ay re sult in significant risk s for users. 

W h en a counterfe it or low  q uality product 

is installed on a veh icle, th e  risk  is  th at its 

overall functionality becom es com prom -

ised. Even spare  parts th at are  not of fun-

dam ental im portance  w ill serve specific 

functions and any defects in th e ir operation 

can result in very serious conseq uences. 

Consider, for exam ple, a steering w h eel or 
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its com ponents built from  low  q uality m ater-

ials th at could easily break ; an engine  h ood 

w h ich  doesn’t crum ple on im pact but penet-

rates th e  ve h icle; fuel pipes w h ich  break  

and present a fire  h azard; brak e  pads th at 

are  ineffective due  to th e  m aterials of 

w h ich  th ey are  built (com pressed m ud or 

w ood) and increase  th e  pull-up distance  and 

are  set on fire  during intense  usage; or a 

w indsh ield th at is not sufficiently resistant 

and disintegrates.

Th ese  exam ples are  unfortunately not h y-

poth etical cases but are  based on docu-

m ented incidents in w h ich  counterfe it spare  

parts caused serious accidents.

Th e  elevated social costs caused by th e  

traffick ing of counterfe it spare  parts are  

th erefore  undeniable and are  even h igh er if 

one  considers th e  fact th at th ere  are  no offi-

cial statistics on accidents caused by such  

products. In addition – and unlik e  th e  air-

craft sector – th ere  is  no legal req uirem ent 

for auth oritie s to investigate  th e  causes of 

an accident unless th e  latter h ad leth al con-

seq uences. A h igh  num ber of accidents 

w h ich  fortunately did not re sult in death s 

could h ave been caused by counterfe it 

products given th e ir w idespread distribu-

tion; th e se  accidents are  not, h ow ever, in-

vestigated and th e ir causes are  not 

ascertained, th ereby creating an obscure  

area th at prevents th e  ph enom enon from  

be ing clearly defined.
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4. Th e  counte rfe iting of m e dicine s

Counterfe it m edicines are  classified as 

products w h ich  m ay cause  serious dam age  

to th e  h ealth  and safety of consum ers. Th is 

classification is due  to various factors w h ich  

are  e ssentially link ed to th e  grow ing distribu-

tion of counterfe it m edicines, th e  dangers 

presented by th e  latter, th e  relative sim pli-

city w ith  w h ich  it is possible to create  a 

product th at is very sim ilar to th e  original 

and th e  interest th at organized crim e  h as de -

veloped for th e se  products.

In accordance  w ith  W H O  guidelines on 

counterfe it m edicines, certain definitions 

sh ould be  clarified: th e  term s drug, m edi-

cine  and ph arm aceutical product w ill be  

used interch angeably

1

. 

Com pared w ith  th e  previously con-

sidered sectors of toys and spare  parts for 

m otor veh icles and aircraft, counterfe it m edi-

cines are  perh aps th e  products w ith  th e  

greatest potential for h arm ing th e  h ealth  of 

consum ers given th at th e ir utilization is 

m ost of th e  tim es link ed to a ph ysical or psy-

ch ological need on th e  part of th e  user. 

Th e  term  “m ost of th e  tim es” is  used h ere  

because, even in th e  case  of ph arm aceutical 

products, th e  driving m otives related to a 

status value cannot be  ignored. Medicines 

such  as Viagra or products utilized w ith  th e  

intent of im proving th e  aesth etic appear-

ance  – becom e  th inner or reduce  th e  ef-

fects of age  – are  associated w ith  a status 

value of th e  products th em selves. 

Th e  com m on ch aracteristic of ph arm a-

ceutical agents – aside  from  th e ir inh erent 

danger – is  th e  fact th at th ey belong to a 

category of replicated products w h ose  pan-

el of potential buyers is  alm ost exclusively 

com posed of unconscious buyers or users. 

Th e  great m ajority of consum ers w ould 

not voluntarily acq uire  a counterfe it m edic-

al prescription since  th e  buyers of th e se  

products are  driven by a diam etrically op-

posed rationale, i.e. th e  im provem ent of 

th e ir h ealth  and not th e  exposure  to risk s 

or h ealth  problem s. Th e  buyer of a counter-

fe it drug is not only dece ived into acq uiring 

a product w h ich  sh e/h e  didn’t intend to 

buy but also exposes h er/h im self to seri-

ous risk s. Th e  production of ph arm aceutic-

al agents – s im ilarly to toys and spare  parts 

for m otor veh icles and aircraft – is  h eavily 

regulated in order to ensure  product com -

pliance  w ith  th e  h igh e st q uality and safety 

standards. In addition, all drugs m ust under-

go clinical trials before  be ing m ark eted in 

order to verify th e  potential existence  of 

side  effects in patients as a re sult of th e  

drug in q uestion.

From  th e  perspective of unscrupulous 

groups, th e  possib ility of exploiting a gi-

gantic m ark et ch aracterized by an alm ost in-

exh austible dem and is an opportunity th at 

can not be  m issed. Th ese  groups also ex-

ploit recent developm ents in electronic 

com m unications as w ell as th e  possib ilitie s 

offered by parallel m ark ets in order to cre -

ate  a breach  in th e  m edicine  m ark et. Th e  

counterfe it products are  th en m ark eted 

w ith  conseq uences ranging from  ineffective 

th erapeutic re sults – in th e  be st case  scen-
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ario – to severe  h ealth  problem s or death .

Before  considering additional elem ents 

of th e  problem , th e  term  “counterfe it 

drug” s h ould be  defined. According to th e  

W H O  definition, a counterfe it drug is a 

ph arm aceutical product w h ose  origin 

and/or identity specifications h ave been de -

liberately and fraudulently m odified. Th is 

com m only accepted m eaning falls w ith in 

th e  broader concept of sub stand ard  m ed icine  

and m ay also be  applied – again, in accord-

ance  w ith  W H O  guidelines – w ith  regards 

to m edicines th at are  not protected by a pat-

ent such  as generic drugs.

Th is definition is only useful for th e  pur-

poses of identifying th e  object of th e  prob-

lem  but is one  of th e  few  existing 

definitions for counterfe it drugs, given th at 

such  a definition is, in fact, only found w ith -

in th e  legal system s of tw o countrie s w h ich  

are  both  located outside  of Europe : th e  Ph il-

ippines and th e  USA. Th e  definition adop-

ted in th e  USA

2

 is  based on th e  concept of 

tradem ark  and th e  violation of th e  latter 

defines a ph arm aceutical product as counter-

fe it. Th e  definition used in th e  Ph ilippines

3

 

focuses m ore  upon th e  m eth ods th rough  

w h ich  th e  product can be  fak ed or th e  con-

sum er dece ived. Th is definition lists several 

potential cases and seem s m ore  consistent 

w ith  th e  “spirit” of th e  W H O  definition.

Th e  lack  of specific standards w ith  re -

gards to th is ph enom enon in th e  m ajority 

of nations illustrates th e  preference  of nu-

m erous legal system s to classify various 

types of fak e  products under a general 

m eaning, nam ely “counterfe it products”. 

Th is form ulation of th e  problem  appears 

lim iting, particularly if one  considers recent 

developm ents and th e  appearance  of replic-

ated products in th e  m ark et w h ich  are  cap-

able of constituting a significant risk  for th e  

h ealth  and safety of consum ers. It w ould 

th erefore  se em  desirable to create  specific 

standards w h ich  label th e  act of replicating 

and m ark eting any products w h ich  cause  ill-

ness, injury or death  as a crim e  and provid-

ing for specific penalties th at are  m ore  

severe  and m ay serve as a deterrent.

Th e  distribution of fak e  m edicines h as 

also re sulted in a very peculiar im plication 

th at is link ed to th e  debate  on inform ation 

disclosure  and notices concerning counter-

fe it m edicines.

O n th e  one  h and, it is argued th at ph ar-

m aceutical com panies – de spite  k now ing 

th at a counterfe it version of one  of th e ir 

m edicines w as be ing m ark eted – d id not is-

sue  com m unication notices to th e  public or 

th e  auth oritie s in certain cases, or issued 

th em  w ith  a delay, in order to protect con-

sum er goodw ill w ith  re spect to th e se  drugs 

and to avoid alarm ism  and additional dam -

ages to consum ers. Anoth er interpretation 

of th is approach  is th at such  actions sim ply 

serve as m eans to protect econom ic in-

terests and ph arm aceutical m ark ets.

Th e  fact th at inform ational disclosure  

or secrecy is a current issue  th at sh ould not 

be  underestim ated is supported by declara-

tions issued at different tim es by represent-

atives w h o h old or h eld im portant 

positions w ith in trading or trade  associ-

ations. Exam ples include  th e  cases of th e  

A ssociation of  th e  British  Ph arm aceutical In-

d ustry (a British  trading association w h ich  

represents 75 ph arm aceutical m anufactur-

ers) and th e  R oyal Ph arm aceutical Society of  

Great Britain  (a British  com pany w ith  th e  

task  of uniting ph arm acists and regulating 

th e ir profession)

4

. Fortunately, th e  R oyal 

Ph arm aceutical Society of Great Britain 

h as recently m odified its position and re -

evaluated th e  need to inform  th e  public as 
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soon as th ere  is  a risk  th at counterfe it m edi-

cines could be  prescribed to a patient

5

. 

Th is situation h as led th e  W H O  to call at-

tention upon th e se  factors w h ile also h igh -

ligh ting th e  serious constraints placed upon 

law  enforcem ent in th e  case  th at inform a-

tion is w ith h eld by ph arm aceutical com pan-

ie s

6

.

4.1 Type s  of counte rfe it drugs

Th e  m eaning associated w ith  “counter-

fe it m edicines” incorporates various cases 

th at – for various reasons – are  ascribable 

to th e  adulteration/replication of a product 

and/or tam pering w ith  th e  pack aging of 

th e  latter

7

: 

• Products containing th e  sam e  active in-

gredients and th e  sam e  excipients of th e  

original ph arm aceutical agent and are  cor-

rectly pack aged and labelled but w h ich  

h ave been illegally im ported into a coun-

try.

• Products containing th e  sam e  ingredi-

ents of th e  genuine  m edicine  and w ith  

genuine  pack aging but w h ich  contain in-

correct am ounts of ingredients.

• Products w h ich  – de spite  be ing identical 

from  an external point of view  and h ave 

genuine  pack aging – do not contain any 

active ingredients.

• Products w h ich  are  externally sim ilar to 

original products and w ith  genuine  pack -

aging but w h ich  do not contain th e  

sam e  active ingredients but instead con-

tain h arm ful substances.

• Products w ith  counterfe it pack aging and 

correct am ounts of active ingredients.

• Products w ith  counterfe it pack aging but 

w ith  different am ounts of active ingredi-

ents.

• Products w ith  counterfe it pack aging 

th at contain a different active ingredient.

• Products w ith  counterfe it pack aging 

th at do not contain active ingredients.

Given th is subdivision, it is possible to 

classify counterfe it drugs into: perfect 

fak e s, im perfect fak e s, total fak e s and crim -

inal fak e s, in accordance  w ith  th e  categorie s 

presented in an interesting report created 

by Care  and publish ed on th e  latter’s w eb -

site

8

. 

“Perfect fak e s” are  original products 

w h ich  h ave penetrated th e  ph arm aceutical 

supply ch ain of a country by m eans of illeg-

al or unauth orized m eans. Given th at th ey 

are, in any case, original drugs, th ey do not 

pose  a risk  for th e  h ealth  and safety of con-

sum ers and th e ir presence  in th e  m ark et re s-

ults in econom ic dam ages for 

m anufacturers and th e  governm ent.  Th ey 

are  produced by th e  sam e  auth orized com -

panies but th e ir distribution is im plem ented 

th rough  unauth orized im porters, retailers 

or distributors, i.e. partie s w h ich  w ere  not 

granted exclusive  distribution licenses.  

Th e  parallel m ark et – w h ich , it sh ould 

be  noted, is a legitim ate  econom ic practice  

w ith in th e  EU – is  one  m eans by w h ich  it is 

possible to im plem ent operations of th is 

type.  Th is m eth od is based on th e  possib il-

ity of exploiting sales price  differentials 

betw een countrie s, th ereby allow ing parallel 

im porters and distributors to acq uire  goods 

in nations w ith  low er sales prices and re - sell 

th em  in countrie s w ith  h igh er prices. In th is 

m anner, th e se  com panies im pose  th em -

selves, h ow ever, over exclusive  sales agree -

m ents w h ich  ch aracterize  th e  im porting 

and distribution of certain categorie s of 

goods.
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“Im perfect fak e s” are  m edicines th at are  

very sim ilar to originals – both  in term s of 

com position as w ell as appearance  – and 

w h ich  h ave genuine  pack aging but do not 

provide  th e  req uired th erapeutic efficacy. 

Th ey differ, h ow ever, from  “total fak e s” giv-

en th at th ey – alth ough  sold w ith  genuine  

pack aging – are  m anufactured w ith out act-

ive  ingredients and are  com posed of ingredi-

ents w h ose  sole function is to appear as 

sim ilar to th e  originals as possible.

Th e  category w h ich  poses th e  h igh e st 

risk , h ow ever, is th at of “crim inal fak e s”: 

counterfe it m edicines w ith  genuine  pack -

aging th at do not contain any h ealing effect 

and replicate  a drug w h ich  is  de signed to 

treat certain disease s. Th e  function of th e  

original product guarantees an elevated 

sales price; as a re sult, th e  replication of 

th e se  m edicines is  very profitable. At th e  

sam e  tim e, h ow ever, th e  absence  of active in-

gredients in th e se  products – given th e ir 

function – often h as tragic conseq uences 

for th e  patient. Th e  “crim inal fak e” cat-

egory also includes anoth er very dangerous 

practice : including h arm ful substances in 

th e  com position of th e  counterfe it m edi-

cine, th ereby creating an additional h ealth  

risk  for patients.

Th e  counterfe iting of m edicines m ay 

also involve products w h ich  w ere  initially 

genuine  but w h ose  pack aging w as m odified 

in order to declare  th at th e  products h ave a 

h igh er level of active ingredients th at th e  ac-

tual am ount, th ereby allow ing for an in-

crease  in sales price. Expired drugs m ay 

also be  placed w ith in pack ages th at report a 

later expiration date. Finally, anoth er prac-

tice  sh ould be  m entioned: th e  m ark eting of 

stolen, and th erefore  original, m edicines 

w h ich  w ere  not suitably preserved before  be -

ing m ark eted

9

.

Given th e  practices related to th e  m odi-

fication of pack ages and th e  role of th e  par-

allel m ark et, m ore  com plex classifications 

h ave been developed; th e  latter furth er sub -

divide  th e  definitions described above and 

prim arily tak e  into account th e  crim inal 

practices link ed to th e  counterfe iting of 

drugs

10

. 

Th ere  is, unfortunately, yet anoth er type  

of traffick ing in addition to counterfe it 

drugs w h ich  often overlaps w ith  th e  latter. 

Th is is  th e  com m erce  of false  active ph ar-

m aceutical ingredients, th e  raw  m aterials 

w h ich  constitute  a ph arm aceutical agent. 

Th is com m erce  poses a very h igh  risk  for 

th e  h ealth  and safety of consum ers and is 

also due  to norm s regulating th e  distribu-

tion of active ingredients w h ich  – at least 

in European legislations – are  not ch aracter-

ized by th e  sam e  severity as th ose  regulat-

ing th e  production and distribution of 

finish ed drugs. It is possible th at certain au-

th orized producers of drugs m ay unk now -

ingly m ark et counterfe it m edicines due  to 

th e  utilization of fak e  active ingredients 

during m anufacturing. Th is is  a h igh  risk  

factor due  to th e  fact th at th e  fak e  active in-

gredients m ay be  used by legitim ate  m anu-

facturers in good faith

11

.

Finally, reference  sh ould be  m ade  to th e  

trade  in counterfe it steroids. Th e ir h uge  de -

m and h as opened a door for counterfe iters 

to infiltrate  in th is m ark et and th e  use  of 

fak e  steroids could be  extrem ely h arm ful.

4.2 Th e  scale  of th e  proble m

H aving outlined th e  type  of products 

th at are  included w ith in th e  m eaning of 

counterfe it drug, it is now  possible to de -

scribe  th e  scale of th e  problem  in conjunc-

tion w ith  certain exam ples w h ich  illustrate  
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th e  risk s  re sulting from  th e  m ark eting of 

th e se  products w ith in th e  legal supply ch ain.

Alth ough  it w as believed – up until a 

few  years ago – th at th e  problem  of counter-

fe it drugs only affected developing nations, 

it is today w idely believed th at th ey are  also 

present in regions th at are  econom ically 

m ore  developed such  as Europe, th e  USA 

and Canada. A significant difference, 

h ow ever, rem ains in term s of th e  type  of 

counterfe it m edicines w h ich  reach  th e se  

tw o m ark ets. In Europe, th e  United States 

and Canada, in fact, th e  traffick ing of fak e  

m edicines prim arily involves ph arm aceutic-

al products th at are  lifestyle-related. Th ese  

so-called lifestyle drugs include  ph arm aceut-

ical agents against m ale sexual dysfunction 

(Viagra, Cialis), substances w h ich  aid in 

w e igh t loss (R eductil), fak e  steroids, or oth -

er products w h ich  slow  dow n th e  aging pro-

cess. It sh ould, h ow ever, be  noted th at – 

alth ough  th e se  drugs are  th e  ones th at are  

m ost counterfe ited in th e se  m ark ets – th ey 

are  often accom panied by fak e  m edicines de -

signed for m ore  traditional path ologies, 

such  as antib iotics, antiviral or anti-anem ic 

drugs.

Th e  counterfe iting of m edicines in devel-

oping countrie s is, on th e  oth er h and, even 

w orse. Th e  replicated drugs are  typically 

th ose  w h ich  are  used to treat th e  m ost seri-

ous disease s such  as m edicines against m al-

aria, vaccines of all types, antib iotics and 

anti-retro-virals for H IV. Th e  differences in 

counterfe it products betw een th e se  tw o m ar-

k et “types” reflect th e  specific m ark eting 

strategy adopted by counterfe iters: drugs 

w ith  th e  h igh e st m ark et sh are  and/or profit-

ability are  m ark eted. Th e  search  for ph ysic-

al/aesth etic perfection is a fundam ental 

elem ent driving dem and for drugs or derivat-

ives of th e  latter in m ark ets w ith  greater 

w ealth . O n th e  oth er h and, counterfe iters 

can count on an alm ost rigid dem and curve 

in developing countrie s due  to th e  need to 

com bat epidem ics or serious disease s, th e  

elevated cost of drugs designed for th e se  

functions and th e  low  supply of such  

products com bined w ith  th e  constant need 

for m edical dem and and low  levels of 

w ealth . Counterfe iting activitie s are  often fa-

cilitated by relatively ineffective legislative 

protection, th e  difficulties w ith  w h ich  au-

th oritie s are  able to effectively act against 

organized crim e, th e  h igh  levels of corrup-

tion and th e  existence  of illegal parallel sup-

ply ch ains

12

.

Th e  traffic routes th at are  used for 

th e se  products connect th e  m ark ets of de -

veloping countrie s w ith  th ose  in Europe  

and North  Am erica in a variety of w ays. 

Th e  raw  m aterials and counterfe it drugs of-

ten originate  in Asia, Am erica and Eastern 

Europe  and reach  th e  m ost profitable m ar-

k ets th rough  various trade  routes depend-

ing on th e  type  of product. Ch ina, for 

exam ple, is often noted as one  of th e  

prim ary sources along w ith  India, Cam bod-

ia and Th ailand in south eastern Asia as w ell 

as Mexico in Latin Am erica

13

. Th e  

European continent is also a site  h osting 

production centers for counterfe it m edi-

cines. Th e  presence  of such  centers in 

Europe, as w ell as th e  com plexity of th e  

utilized trade  routes, is  clearly illustrated by 

th e  previously cited case  involving th e  m ar-

k eting of counterfe it Z antac – a drug used 

to treat gastritis – in w h ich  th e  raw  m ateri-

als w ere  derived from  Turk ey w h ile th e  

m anufacturing process w as im plem ented in 

Greece. Th e  final product w as th en m ar-

k eted th rough  a D utch  im porter by m eans 

of a Sw iss “brok er”.

Providing accurate  data relative to th e  
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counterfe iting of drugs on th e  global m ar-

k et is q uite  difficult. Th e  W H O  itself h as re -

cently revised its e stim ates. It w as, in fact, 

initially considered sufficient to state  th at 

counterfe it m edicines totaled about 7-10% 

of all drugs w orldw ide, but in recent years 

th ere  h as been a trend in distinguish ing th e  

specific situations of individual countrie s, 

th ereby providing a m ore  accurate  depic-

tion of th e  problem  and m ore  accurately 

describ ing th e  com position of th e  7-10% 

total

14

. In th e  m ost h igh ly developed coun-

trie s, th e  percentage  of fak e  drugs is e q ual 

to circa 1% of th e  m ark et; in Africa, Asia 

and parts of Latin Am erica, th is percentage  

ranges from  10% to 30%. Th e  W H O  also 

BO X 1

W h e n counte rfe it m e dicine s  k ill

• It is e stim ated th at counterfe it drugs in countrie s such  as Nigeria or Pak istan are  eq ual to 

40% or 50% of th e  total;

• 36.5% of antib iotics and antim alarials drugs included w ith in th e  list of e ssential m edicines 

drafted by th e  W H O  are  not in com pliance  w ith  legal regulations in Th ailand and Nigeria;

• Estim ates provided by th e  U.S. Federal D rug Adm inistration confirm  th e se  figures; th e  

percentage  of counterfe it drugs could be  eq ual to 10% of th e  global m ark et;

• Th e  European Federation of Ph arm aceutical Industrie s and Associations e stim ates th at 

counterfe it drugs total 10% of th e  m ark et for m edicines in countrie s in south east Asia and 

50% in Pak istan; in Indonesia, th is value is low er, 8%, w h ile in Ch ina th e  situation is m ore  

com plex, reach ing th e  level of 50% for som e  products w ith  peak s of 85%. In Nigeria, circa 

50% of drugs are  com posed of products th at are  generally ineffective;

• Specific studie s conducted by th e  W H O  in Brazil and Nigeria suggest th at th e  incidence  of 

counterfe it m edicines w ith  re spect to th e  legal m ark et is e q ual to a percentage  ranging from  

10 to 30% in Brazil and 40-60% in Nigeria;

• Ch inese  auth oritie s e stim ate  th at -  for certain drugs -  th e  percentage  of counterfe its is  

actually predom inant w ith  re spect to originals, totaling a figure  betw een 50-85% of th e  total;

• According to e stim ates provided by th e  Anti Counterfe iting Group, 5% of th e  population of 

th e  UK  is unk now ingly purch asing counterfe it drugs.

Sources: Morris J., Stevens P., (2006), Counterfe it m ed icines in less d eveloped  countries, Prob lem s and  

solutions, International Policy Netw ork ;  Cock burn R ., New ton P.N., K yerem ateng Agyark o E., 

Ak unyii D., W h ite  N.J., (2005), Th e Glob al Th reat of  Counterfe it Drugs; W IPO , (2004c), W IPO  

National Sem inar on Intellectual Property for Faculty Mem b ers and  Stud ents of  A jm an University; CEIPI, 

(2004), Im pacts d e  la contrefaçon et d e  la piraterie  en E urope; Anderson J., (19 9 9 ), Th e Cam paign against 

Dangerous Counterfe it Good s, in International Crim inal Police  R eview  476-477, Interpol.
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e stim ates th at th e  percentage  of counterfe it 

m edicines in ex-Soviet republics is h igh er 

th an 20% of th e  total ph arm aceutical m ar-

k et. W ith  regards to drugs th at are  acq uired 

online, it is also believed th at 50% of th e se  

products are  fak e s

15

.

It is very difficult to w ork  w ith  statistical 

figures given th e  difficulties in form ulating 

e stim ates and asse ssing th e  latter. Box 1 re -

ports som e  of th e  data w h ich  h ave been col-

lected from  a variety of sources.

Th e  conseq uences deriving from  th e  pen-

etration of false  m edicines w ith in th e  ph ar-

m aceutical supply ch ain are  alarm ing. As 

previously noted, significant econom ic dam -

ages – in th e  form  of profit losse s for m anu-

facturing com panies – are  caused by th e  

m ark eting of th e se  products. In th e  specific 

case  of m edicines, it is h ow ever necessary 

to consider, first of all, th ose  elem ents re -

lated to th e  dangers of th is ph enom enon.

Before  illustrating certain exam ples of 

th e  tragic conseq uences deriving from  th e  

utilization of counterfe it m edicines, it is op-

portune  to reflect on an additional elem ent 

of danger w h ich  ch aracterizes th is type  of il-

legal traffick ing. Th e  presence  of low er con-

centrations of active ingredients com pared 

to th e  am ounts req uired by th e  m anufac-

turer of th e  drug h as a potentially even 

m ore  alarm ing effect since  th is m ay pro-

m ote  th e  developm ent of new  strains of vir-

use s, parasites and bacteria th at are  

ch aracterized by greater re sistance  to th e  

ph arm aceutical agent. Th e  low er q uantity 

of active ingredient m ay not be  sufficient 

to com pletely eradicate  th e se  path ogens 

agents w ith in th e  h um an body, th ereby favor-

ing th e  developm ent of new  and m ore  re sist-

ant strains. Th is is  particularly true, for 

exam ple, in th e  case  of m alaria or H IV. 

South east Asia and Africa, for exam ple, are  

literally overrun by counterfe it Artesim inin, 

an effective rem edy for m alaria based on 

Artesunate. Malarial parasites w h ich  enter 

into contact w ith  doses of Artesunate  th at 

are  not sufficient to eradicate  th e  parasites 

w ill, in fact, develop resistance  to th e  active 

ingredient, according to statem ents of th e  

Ph arm aceutical Control A uth ority of Nigeria

16

. 

A sim ilar situation is also occurring w ith  re -

spect to th e  figh t against H IV.

Unfortunately, such  cases are  num erous. 

Th e  m ajority occurs in developing coun-

trie s; th is is  prim arily due  to th e  type  of 

counterfe it drugs th at are  present in th e se  

locations. It sh ould be  noted th at th e  m edi-

cines w h ich  are  replicated in th e se  areas are  

th ose  w h ich  are  used to treat particularly 

serious disease s such  as antiasth m atics, anti-

m alarials, antituberculosis drugs and vac-

cines

17

.

In certain cases, counterfe it drugs are  

used on a large  scale in order to com bat epi-

dem ics w ith  catastroph ic conseq uences. 

O ne  of th e se  cases occurred in 19 9 5 w h en 

an epidem ic of m eningitis in Niger w as ex-

ploited by counterfe iters in order to m ark et 

counterfe it vaccines. It is e stim ated th at 

circa 60,000 patients rece ived th e  anti-m en-

ingitis treatm ent w ith  th e  false  vaccine  and 

circa 2,500 of th e se  patients died

18

. 

Counterfe it m edicines often contain ele-

m ents th at are  h igh ly toxic for th e  h um an 

body. Th is practice  is unfortunately docu-

m ented in various cases. In H aiti, a counter-

fe it antifebrile agent containing an 

industrial solvent – th e  latter also used in 

anti-freeze  liq uids for m otor veh icles – 

caused th e  death  of 30 ch ildren w h ile th e  

utilization of th e  sam e  counterfe it m edi-

cine  in Nigeria caused th e  death  of 109  ch il-

dren

19

.



70 

Th e  use  of anti-freeze  for engines dur-

ing th e  m anufacturing of fak e  drugs h as un-

fortunately also caused num erous death s in 

Bangladesh ; in th e  period betw een 19 9 0 

and 19 9 3, 339  ch ildren took  counterfe it 

paracetam ol containing th is substance  and 

70% of th em  died

20

.

H igh ly toxic substances are  often util-

ized in order to ensure  th at th e  final 

product is very sim ilar to th e  original. In 

2001, 20,000 tables of certain drugs – includ-

ing a flu m edication, a generic aspirin 

product and an analgesic – w ere  se ized in 

Colum bia because  th ey contained boric 

acid, w ax and dyes w ith  a h igh  concentra-

tion of lead; th e se  com ponents w ere  added 

to create  a color th at w as very sim ilar to th e  

original product

21

.

O th er cases are  illustrated in Box 2.

Alth ough  developing countrie s are  th e  

largest m ark et for counterfe it drugs, th ere  is  

a grow ing penetration of th e  latter w ith in 

m ore  developed and regulated m ark ets, 

such  as th ose  in North  Am erica and 

Europe.

In May of 2003, for exam ple, m ore  th an 

18 m illion counterfe it pills of Lipitor – a 

drug produced by Pfizer th at is used to 

low er blood ch olesterol levels – w ere  w ith -

draw n from  th e  USA m ark et by th e  auth or-

ized distribution com panies th em selves. 

Follow ing th is event, a public w arning w as 

also issued in Canada

22

.

In th e  Canadian province  of O ntario, 

th e  ph arm aceutical supply ch ain providing 

drugs to th e  public w as penetrated by sever-

al pills of counterfe it Norvasac, a m edicine  

used to reduce  h igh  blood pressure; th e se  

pills w ere  sold by a regular ph arm acist and 

could be  th e  cause  of th e  death  of five  

people

23

.

Th e  se izures im plem ented by custom s 

officers at EU borders suggest a significant 

presence  of counterfe it Viagra despite  inter-

pretational difficulties. Th e  q uantification 

difficulties m entioned above derive  from  

th e  fact th at, until th e  year 2005, th e se  

drugs fell w ith in th e  category, “oth er 

products” of th e  classification sch em e  th at 

is used to catalog se ized goods. In any case, 

it is possible to confirm  th at, in th e  year 

2000, 25% of th is category – w h ich  consti-

tutes 61% of all se izures – w as com posed 

of products protected by intellectual prop-

erty righ ts ow ned by th e  com pany Pfizer, 

including th e  tradem ark  “Viagra”. Th is per-

centage  fell to 14% in 2002 and 11% in 

2003

24

. It sh ould, in any case, be  noted 

th at a decrease  in se izures does not alw ays 

correspond to a decrease  in traffick ing giv-

en th e  im possib ility of custom s to control 

all inflow ing cargoes; th is is  due  to th e  signi-

ficant current volum es of global trade. A 

num erical confirm ation of th e se  volum es is 

found in th e  data provided by Belgian cus-

tom s: in 2003 alone, custom s officers h ad 

se ized 350 k g of counterfe it Viagra

25

. 

Moreover, data deriving from  custom s 

se izures necessarily do not tak e  into ac-

count th ose  products th at are  produced 

and consum ed dom estically, th us creating 

even m ore  difficulties in th e  q uantification 

of th e  ph enom enon.

O th er exam ples of counterfe it drugs 

m ark eted in North  Am erica are  illustrated 

in Box 3.

D ocum ented cases of traffick ing in-

volving th e  active ingredients of drugs 

rath er th an th e  drug itself are  also docu-

m ented. Th is occurred, for exam ple, in th e  

USA in 19 9 5. Flavine  International, an in-

term ediary of raw  m aterials for drugs w ith  

h eadq uarters in New  Jersey, h ad acq uired 
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BO X 2

Th e  e ntire  w orld is  affe cte d by counte rfe it m e dicine s

• A 2002 report of th e  International Federation of Ph arm aceutical Manufacturers Associations 

stated th at 40% of antim alarial drugs in South eastern Asia do not contain an active ingredient;

• In 2001, 19 2,000 death s w ere  recorded in Ch ina as be ing caused from  counterfe it m edicines. In 

th e  sam e  year, Ch inese  auth oritie s closed dow n 1,300 factorie s producing fak e  drugs follow ing 

an investigation of 480,000 cases relative to th e  usage  of counterfe it m edicines w h ose  value 

w as e stim ated to be  eq ual to 57 m illion dollars;

• In 19 9 8, th e  Brazilian Ministry of H ealth  declared th at at least 60 types of counterfe it drugs 

w ere  be ing sold in Brazilian ph arm acies and distributed w ith in h ospitals. Th ese  products also 

included very w idespread analgesics and antib iotics;

• It is e stim ated th at 200,000-300,000 people die  each  year in Ch ina as th e  re sult of counterfe it 

m edicines;

• Th e  Xinh ua New s Agency stated th at 9 0% of th e  Viagra sold in Sh angh ai w as counterfe ited;

• In Pak istan, India, Bangladesh  and th e  Ph ilippines, a certain num ber of death s w ere  directly 

link ed to th e  usage  of counterfe it injection vials; th e  latter exh ib ited clear signs of 

counterfe iting in order to provide  different expiration dates;

• More  th an 500 patients -  prim arily ch ildren -  d ied in H aiti, Nigeria, Bangladesh , Argentina and 

India as th e  re sult of utilizing dieth ylene -glycol during th e  m anufacturing of counterfe it drugs;

• Th e  presence  of counterfe it injection vials w as reported in certain countrie s of th e  Asia-Pacific 

area. Th ese  are  often derived from  rejected h ospital products w h ich  are  th en em ptied and filled 

w ith  different types of m aterials such  as non-sterile starch  pow der or talc; th e se  com pounds 

can h ave leth al conseq uences if injected w ith in th e  h um an body;

• A W H O  report in Nigeria illustrates a serie s of “exem plary” cases: num erous death s of 

ch ildren w ith in a university h ospital due  to th e  ingestion of m odified paracetam ol; th e  se izure  

of h igh -blood pressure  m edications containing ch alk ; insulin vials filled w ith  sugared w ater; 

analgesic m edications m ark eted as anti-m alarial drugs; and m edicines th at h ad expired and w ere  

re -m ark eted after m odifying th e  expiration date  on th e ir pack ages;

• According to an investigation im plem ented in 2002 by th e  Association of International 

Ph arm aceutical Manufacturers and th e  Coalition for Intellectual Property R igh ts, one  out of 

every ten ph arm aceutical products in th e  R ussian m ark et is counterfe ited and potentially 

dangerous for th e  h ealth  of patients. Th ese  products include  O TC and prescribed drugs as w ell 

as vitam ins.

Sources: Cock burn R ., New ton P.N., K yerem ateng Agyark o E., Ak unyii D., W h ite  N.J., (2005), Th e 

Glob al Th reat of  Counterfe it Drugs; W IPO , (2004c), W IPO  National Sem inar on Intellectual Property for 

Faculty Mem b ers and  Stud ents of  A jm an University; APCO , (2003), Glob al Counterfe iting Back ground  

Docum ent; Morris J., Stevens P., (2006), Counterfe it m ed icines in less d eveloped  countries, Prob lem s and  

solutions, International Policy Netw ork .
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counterfe it gentam icin sulph ate  at low  cost 

from  unrecognized suppliers located in 

Ch ina. Th e  m aterial w as th en re - sold to tw o 

ph arm aceutical com panies, Fujisaw a U.S.A. 

and ESI Lederle. Tw o years later, th e  Mor-

b idity and Mortality Wee k ly R eport listed 

57 toxic reactions follow ing th e  adm inistra-

tion by injection of gentam icin th at h ad 

been m ark eted by Fujisaw a U.S.A.

26

 

BO X 3

Counte rfe it m e dicine s : th e  US e xpe rie nce .

• Pack ages of Z yprexa, a drug used to treat sch izoph renia, in w h ich  th e  original pills w ere  

replaced by oth er w h ite  pills bearing th e  label, “aspirin”;

• Counterfe it Serostim , a drug used to treat H IV;

• Th e  vial of a m edicine  used to re inforce  w eak ened im m une  system s, Gam im une  N, w h ose  

content h ad been diluted;

• Counterfe it pack ages of Epogen and Procrit injection vials; th e se  tw o drugs are  used to 

increase  th e  production of red blood cells. Th e  content of th e  vials w as m odified in order to 

contain an active ingredient th at w as 20 tim es low er th an th e  am ount reported on th e  pack age;

• D uring th e  course  of testim ony before  th e  US Food and D rug Adm inistration’s D rug 

Im portation Task  Force, th e  Vice  President of Global Security w ith in th e  ph arm aceutical 

com pany Pfizer declared th at an investigation im plem ented in 2003 – in collaboration w ith  

Canadian police  forces and th e  U. S. D rug Enforcem ent Agency -  h ad led to th e  discovery of 

counterfe iting operations w ith in th e  Province  of Q uebec. Th e  counterfe iters m anufactured 

Viagra pills w h ich  w ere  believed to be  intended for th e  US m ark et;

• In 2002, US custom s officers se ized 27,000 counterfe it analgesics w h ich  did not contain any 

active ingredients;

• In Florida, 11,000 counterfe it pack ages of Procrit – a drug used to treat anem ia – w ere  

discovered; th e  active ingredient h ad been diluted to 5% of th e  am ount reported in th e  pack age.

Sources: CEIPI, (2004), Im pacts d e  la contrefaçon et d e  la piraterie  en E urope; Spies A. R ., Van D usen V., 

(2003), Counterfe it Drugs, A  Menace Keeps Growing, in U.S. Ph arm acist; Isaac B., O sm ond C., (2006), 

Th e Need  for Legal R eform  to A d d ress Intellectual Property Crim e, Canadian Anti-Counterfe iting Netw ork , 

Position Paper.
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1 W H O , (19 9 9 ), Guid elines for th e  d evelopm ent of  m easures to com b at counterfe it d rugs, page  12.

2 Ch apter II -  D efinitions of th e  Us Fed eral Food , Drug and  Cosm etics A ct states th e  follow ing: “Th e term  ‘counterfe it 

d rugs’ m eans a d rug wh ich , or th e  container or lab eling of  wh ich , with out auth orization, b ears th e  trad em ark , trad e  nam e, oth er 

id entifying m ark , im print, or d evice or any lik eness th ereof, of  a d rug m anufacturer, processor, pack er, or d istrib utor oth er th an 

th e  person or persons wh o in fact m anufactured , processed , pack ed  or d istrib uted  such  a d rug and  wh ich  th ereb y falsely purports, 

or is falsely represented , to b e  th e  prod uct of, or to h ave b e en pack ed  or d istrib uted  b y, such  oth er d rug m anufacturer, processor, 

pack er, or d istrib utor.” H arper J., Gellie  B, (2006), Counterfe it Med icines Survey R eport, Council of Europe, page  

140.

3 Th e  Ph ilippines R epub lic A ct No. 8203, 2003 states th e  follow ing: “Counterfe it m ed icine  refers to m ed icinal prod ucts 

with  th e  correct ingred ients b ut not in th e  am ounts as provid ed  h ereund er, wrong ingred ients, with out active ingred ients, with  

insufficient q uantity of  active ingred ient, wh ich  results in th e  red uction of  th e  d rug’s safety, efficacy, q uality, strength  or purity. It 

is a d rug wh ich  is d elib erately and  fraud ulently m islab eled  with  respect to id entity and /or source or with  fak e  pack aging, and  

can apply to b oth  b rand ed  and  generic prod ucts. It sh all also refer to:

.i th e  m ed icinal prod uct itself, or th e  container or lab eling th ereof  or any part of  such  m ed icinal prod uct, container or 

lab eling b earing with out auth orization th e  trad em ark , trad e  nam e or oth er id entification m ark  or im print or any lik eness to 

th at wh ich  is owned  or registered  in a state of  th e  Council of  E urope in th e  nam e of  anoth er natural or jurid ical person;

.ii a m ed icinal prod uct refilled  in containers b y unauth orized  persons if  th e  legitim ate lab els or m ark s are  u sed ;

.iii an unregistered  im ported  d rug prod uct, ex cept d rugs b rough t in th e  country for personal use  as confirm ed  and  justified  b y 

accom panying m ed ical record s; and

.iv a d rug wh ich  contains no am ount of, or a d ifferent active ingred ient, or less th an e igh ty percent (80%) of  th e  active 

ingred ient it purports to possess, as d istinguish ed  from  an ad ulterated  d rug includ ing red uction or loss of  efficacy d u e  to 

ex piration.” 

H arper J., Gellie  B, (2006), Counterfe it Med icines cit., page  140.

4 A representative of th e  Association of th e  British  Ph arm aceutical Ind ustry h ad already stated th e  follow ing in 

th e  19 80’s:  “It is difficult to declare  a fak e  drug problem  w ith out dam aging legitim ate  business”, w h ile th e  

R oyal Ph arm aceutical Society of  Great Britain  stated th at “Th is Society is not issuing press releases [about 

counterfe it drugs] because  it believes th at as m uch  as possible sh ould be  done  be h ind th e  scenes… and th at 

no great publicity sh ould be  sough t because  it could dam age public confidence  in m edicines”. Cock burn R ., 

New ton P.N., K yerem ateng Agyark o E., Ak unyii D., W h ite  N.J., (2005), Th e Glob al Th reat of  Counterfe it Drugs, 

page  101.

5 D avid Pruce, D irector of Practice  and Q uality Im provem ent, stated th e  follow ing in 2005: “If th ere  is  a risk  

th at a patient h as been dispensed a counterfe it m edicine, th en it is vital th at th ey are  inform ed. Th ere  h ave 

been tw o recent cases in Great Britain w h ere  counterfe it m edicines appeared in th e  legitim ate  ph arm acy 

supply ch ain. Th e  public announcem ent of th e  problem  w as th erefore  entirely proper and necessary. It is 

im portant th at new s storie s of th is type  are  h andled re sponsibly so th at th e  public confidence  in th e ir 

m edicines is  not underm ined. Th is could deter patients from  tak ing genuine  m edicines.” 

Cock burn R ., New ton P.N., K yerem ateng Agyark o E., Ak unyii D., W h ite  N.J., (2005), Th e Glob al Th reat cit., 

page  101.

6 Th e  19 9 9  W H O  guidelines relative to th e  developm ent of m easures for contrasting th e  distribution of 

Note s
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counterfe it m edicines state  th e  follow ing: “th e  reluctance of th e  ph arm aceutical industry, w h olesalers and 

retailers to report drug counterfe iting to th e  national drug regulatory auth oritie s could im pede  th e  national 

auth oritie s from  successfully tak ing m easures against counterfe iting”. W H O , (19 9 9 ), Guid elines cit., page  16.

7 Cfr: H arper J., Gellie  B, (2006), cit., page  140.

8 Care  O nline, (2004), n. 4, page  19 , h ttp://w w w.careonline.it/2004/4_ 04/pdf/dossier_ 2.pdf.

9 Care  O nline, (2004), cit., pages 20-21.

10 A classification of th is type  w as presented, for exam ple, by Jonath an H arper in a contribution to th e  volum e, 

Coincid ence or Crisis. Nine  different types of crim inal activitie s link ed to th e  counterfe iting of m edicines are  

de scribed: 1. “Id entical copy” – id entical form ulation with  pack aging and  lab elling th at are  h ard  to d ifferentiate from  

original. 2. “Pure counterfe it” – altered /replaced  ingred ients with  fam iliar pack aging (b ut e ith er no/d ifferent/wrong d ose, 

A ctive Ph arm aceutical Ingred ient (A PI) or ex cipient). 3. “H yb rid  counterfe its”: ‘R euse  of  com ponents/refilling’ – e.g. genu ine  

containers (am poules, b ottles, vials, syringes)/pack aging with  sub stitute or no A PI; ‘Illegal relab elling/repack aging’ – genu ine  

form ulated  prod uct falsely repack aged /relab eled  as b e ing from  th e  original m anufacturer and  intend ed  for th e  sam e or d iverted  to 

a d ifferent m ark et from  th at originally intend ed  b y m anufacturer (also includ es u se  of   fak e  pricing lab els), includ es prod ucts 

wrongly claim ing to b e  an original prod uct (e.g. use  of  well k nown nam e or trad em ark ). 4. “Diversion and  illegal trad e of  

genu ine  m ed icinal prod ucts with  genu ine  pack aging and  lab eling” (wh eth er or not th rough  th e  internet). 5. “Unpack aged  

m ed icinal prod ucts” – e.g. wh olesale/retail of  m ed icinal prod ucts with out th e  prim ary pack aging. 6. “Placing a non-auth orized  

m ed icinal prod uct on th e  m ark et”. 7. “False d ocum entation” – e.g. granting a certificate or su itab ility (CoS or CE P) b y 

regulatory auth orities with out th e  given com pany b e ing aud ited , false CE P, incorrect status on im port d ocum entation. 8. “False 

MMA  (Mark eting A uth orization A pplication)” – entire  m ark eting applications sold  and  u sed ; th e ir contents d o not h ave any 

relationsh ip with  th e  actual operations involved  in th e  m anufacture of  th e  A PI or d osage form . 9 . “Waste/ex pired  prod uct” – 

includ es repack aging and  relab elling of  ex pired  prod ucts. 

H arper J., (2006), Counterfe it Med icines and  ph arm aceutical crim e in E urope: ‘invisib ility, b ioh azard  and  system  failure’, in 

Coincidence  or Crisis, Prescription m edicines counterfe iting, Th e  Stock h olm  Netw ork , pages 11-12.

11 A classification of crim inal practices w as also im plem ented w ith  regards to th e  counterfe iting of active 

ph arm aceutical ingredients (API). Th ese  practices are  classified as follow s: 1. “A PI procurem ent from  

uncontrolled /non Good  Manufacturing Practice (GMP) origin” – d one b y som e auth orized  finish ed  m ed icinal prod uct (FP) 

m anufacturers b ecause  uncontrolled  A PI source is ch eaper. 2. “Illegal A PI relab elling/repack aging” – unauth orized  A PI 

m aterial m ay also b e  sh ipped  in containers lab elled  with  th e  nam e of  a d ifferent A PI. 3. “Gh ost A PI m anufacturing plant” – 

A PI (possib ly not prod uced  via th e  registered  m anufacturing process) not m anufactured  b y th e  ‘registered  prod ucer’ is sold  to a 

FP m ark eting auth orization h old er (MA H ) (wh o m ay b e  unaware of  th is fact, as A PI lab el m entions only th e  auth orized  

m anufacturer; a b rok er/trad er m ay play a crucial role in th is practice). 4. “Gh ost A PI supplier” – MA H  purch ases A PI 

willingly and  k nowingly from  a d ifferent m anufacturer from  th at specified  in th e  m ark eting auth orization (in th is case  th e  

m anufacturing process will norm ally d iffer from  th at d escrib ed  and  auth orized  in th e  m ark eting auth orization). 5. “Paper 

curtain” – A PI m anufacture perform ed  th rough  d ifferent process from  th at specified  in th e  m ark eting auth orization (a d oub le 

d ocum entation system  m ay b e  u sed  at th e  m anufacturing site: one h id d en set containing th e  tru e d ata and  anoth er set containing 

fak ed  d ata th at com ply with  auth ority req u irem ents and  regulations; such  d ocum entation system  m ay even b e  in place at a site 

wh ere  th e  A PI is not m anufactured  at all). 6. “A uth orized  facad es” – m anufacturer/trad er with  approved  certificate of  

su itab ility and  d rug m aster file supplies A PI m aterial from  a large num b er of  unauth orized  m anufacturers (all lab elling 

m entions only th e  auth orized  m anufacturer. Th is set-up is b elieved  to b e  wid espread  in term s of  A PI m aterial im ported  from  

Ch ina and  possib ly also Ind ia. In ad d ition forged  certificate of  analysis and  oth er forged  d ocum ents will also b e  u sed  in such  

situations). 7. “Illicit interm ed iate prod uction” – unauth orized  A PI m aterials from  ob scure  sources are  b lend ed  with  th e  

registered  A PI m aterial. 

H arper J., (2006), Counterfe it Med icines and  ph arm aceutical cit., pages 12 – 13.

12 O ECD, (19 9 8),cit., page  17.

13 Morris J., Stevens P., (2006), Counterfe it m ed icines in less d eveloped  countries, Prob lem s and  solutions, International 

Policy Netw ork , pages 3-4.

14 W H O , (2006a), Counterfe it Med icines: an upd ate  cit.
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15 W H O , (2006a), cit.

16 “A field survey conducted in 2004 sh ow ed th at 53% of artem isinin-based antim alarials in a range  of South  

East Asian countrie s contained incorrect levels of active ingredient, w h ich  im plies th at sw ath e s of patients 

are  rece iving th e  incorrect dose. Th e  direct conseq uences are  death  and injury re sulting from  im proper 

treatm ent. In addition m alaria parasites exposed to inadeq uate  (subth erapeutic) concentrations of artesunate  

m ay re sult in th e  m ultiplication of parasites re sistant to th e  drug. Even th ough  Artesim inin h as been w idely 

available since  th e  late  19 9 0s, scientists are  already reporting cases of re sistance. According to D ora Ak unyili, 

th e  H ead of th e  Nigeria’s national drug regulator, th e  rack et in fak e  m edicine  is directly responsible for th is 

re sistance, and is a contributing factor to th e  doubling of m alaria death s over th e  last 20 years.” Morris J., 

Stevens P., (2006), Counterfe it cit., page  5.

17 “In spite  of a lack  of h ard data, it is clear th at counterfe it m edicines are  not confined to a h andful of 

th erapeutic classe s. Th is is  e specially true  in Less D eveloped Countrie s (LD Cs), w h ere  th e  range  of fak e s on 

th e  m ark ets encom passe s treatm ents for a diverse  range  of conditions and ailm ents. Th e  top five  counterfe it 

m edicines in th e  Ph ilippines provide  som e  illustration on th is point: 1. Antih ypertensive  drugs; 2. Anti-

asth m a drugs; 3. Analgesic m edicines; 4. Anti-diarrh oea; 5. Vitam ins. Th is is  certainly not exh austive. O th er 

favorites for counterfe iting include  drugs fro treating anem ia, H IV, sch izoph renia, as w ell as grow th  

prom otion h orm one  (used in th e  treatm ent of H IV). Morris J., Stevens P., (2006), cit., page  5.

18 “Th e  use  of counterfe it m edications on a broader scale occurred during th e  m eningitis epidem ic in Niger in 

19 9 5. According to e stim ates, approxim ately 60,000 persons w ere  inoculated w ith  false  vaccines. In th is 

situation, production of th e se  counterfe it vaccines w ould h ave necessitated an industrial-scale m anufacturing 

facility, and it is probable th at th e  88,000 vaccines identified as false  did not account for th e  entire  fraudulent 

production.” Morris J., Stevens P., (2006), cit., page  3.

19 Spie s A., Van D usen V., (2003), Counterfe it Drugs, A  Menace Keeps Growing, in U.S. Ph arm acist.

20 CEIPI, (2004), cit., page  40.

21 CEIPI, (2004), cit., page  40.

22 Isaac B., O sm ond C., (2006), cit., page  12.

23 Isaac B., O sm ond C., (2006), cit., page  11.

24 CEIPI, (2004), cit., page  43.

25 CEIPI, (2004), cit., page  43.
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5. Ille gal e ntry into th e  distribution ch ain

Th e  m odalitie s th rough  w h ich  counter-

fe it products reach  th e  consum er are  an ele-

m ent of th e  problem  w h ich  de serves 

greater scrutiny. A previously described dis-

tinction sh ould again be  noted w ith  regards 

to th e  consum er of counterfe it goods. As 

previously m entioned, th e  m ark et for coun-

terfe it goods m ay, in fact, be  subdivided in-

to tw o sub - sectors: a panel of conscious 

buyers and a panel of unconscious buyers.

In th e  first case, th e  consum er is per-

fectly aw are  of th e  non-original nature  of 

th e  good w h ich  sh e/h e  intends to acq uire  

even if not capable of accurately asse ssing 

th e  q uality of th e  replicated product. Th e  

consum er is, h ow ever, in search  for a “good 

deal” and given th at sh e/h e  does not intend 

to pay th e  req uested price  in order to ac-

q uire  th e  original good it is deem ed m ore  ad-

vantageous to obtain a copy. Th is th erefore  

involves partie s w h o m ak e  conscious 

ch oices and th e  only elem ent of uncertainty 

is relative to th e  actual q uality of th e  coun-

terfe it good; th e  latter is, in fact, not easily 

asse ssable by th e  conscious buyer. In th is 

case, th e  non-original products m ay be  dir-

ectly offered to th e  buyer w ith out penetrat-

ing th e  legal distribution ch ain.

In th e  second case, h ow ever, th e  counter-

fe it product is m ark eted as an original and 

is offered to an unconscious buyer w h o be -

lieves th at sh e/h e  is  buying a genuine  good. 

In th is case  th e  consum er is dece ived. Th is 

situation typically occurs w h en counterfe it-

ers decide  to replicate  and m ark et products 

w h ich  are  req uired to com ply w ith  certain 

q ualitative standards in order to not pose  a 

risk  for th e  h ealth  and safety of consum ers. 

Th is case  is  particularly applicable to m edi-

cines, toys, food, beverages, electrical appli-

ances and spare  parts for autom obiles and 

aircraft. Th is obviously does not im ply th at 

an illegal entry into th e  supply ch ain does 

not occur for oth er categorie s of “non-

risk y” products: th ere  are, in fact, several 

cases of pirated m usical CD’s or counter-

fe it luxury accessorie s th at w ere  sold w ith in 

stores as originals but for “risk y products” 

it is less probable th at a buyer w ill k now -

ingly ch oose  low er-q uality products from  

th e se  categorie s.  Unlik e  th e  first case, it 

w ould not be  profitable to directly offer a 

copy of th e  original product to th e  poten-

tial buyer. In order to sell th e ir products, 

counterfe iters m ust m ark et th em  as genu-

ine  and m ust attem pt to penetrate  th e  legal 

distribution ch ain in order to reach  and de -

ce ive  th e  unconscious consum er.

More  focus w ill be  given to th is second 

sub - sector; th e  m odalitie s utilized by coun-

terfe iters to illegally penetrate  th e  distribu-

tion ch ain w ill be  h igh ligh ted.

In particular, th e  system  relative to th e  

distribution of m edicines w ill be  analyzed; 

alth ough  th e  latter h as certain peculiar fea-

tures, it m ay be  used as a m odel in order to 

illustrate  practices th at are  often com m on 

to distributional processe s of oth er 

product categorie s. W ith in th is m odel, spe -

cific em ph asis w ill be  given to th e  role 

played by parallel trade  and th e  Internet as 

factors w h ich  facilitate  and spread th e  distri-

bution of counterfe it products.
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5.1 Th e  le gal distribution ch ain

A few  rapid com m ents on th e  function-

ing and ram ifications of th e  legal distribu-

tion ch ain m ay be  very useful for 

understanding certain elem ents related to 

its vulnerability. Th e  m odel for ph arm aceut-

ical production/distribution refers to a 

product w h ose  m anufacturing and distribu-

tion is subject to a serie s of very precise  reg-

ulations. Th e  identification and 

presentation of areas of vulnerability w ith -

in a h igh ly regulated distribution system  illus-

trates h ow  th e  vulnerability of a 

corresponding production/distribution sys-

tem  th at is not subject to rules, or is subject 

to less stringent regulations, is  de stined to 

grow  significantly.

Th e  rapid and significant ch anges w h ich  

h ave affected global trade  h ave re sulted in a 

constant search  for com petitive  edge, lead-

ing to th e  need – am ongst oth er factors – 

to reduce  production and distribution costs. 

O utsourcing

1

 h as becom e  a w idespread ph e -

nom enon for producers w h o can reduce  eco-

nom ic costs by allocating part of th e ir 

productive activity to partie s external to th e  

com pany itself, th ereby exploiting differ-

ences in labor costs betw een countrie s. Th e  

draw back  of th is approach  is th e  increased 

com plexity of th e  production/distribution 

ch ain caused by outsourcing given th at vari-

ous ram ifications are  created betw een th e  

partie s involved in th e  production and distri-

bution of th e  good. Th is com plexity – 

w h ich  does not, in itself, h ave a negative con-

notation – does h ow ever reduce  th e  capa-

city for m onitoring all partie s participating 

in th e  production/distribution of th e  

product as w ell as th e  transfers betw een 

th e se  partie s, th ereby facilitating th e  penetra-

tion of counterfe it goods w ith in th e  m ark et.

Th e  ph arm aceutical production/distri-

bution ch ain is not exem pt from  th is ph e -

nom enon. Ph arm aceutical com panies also 

see k  greater flexib ility and reduced costs by 

delocalizing part of th e ir production – 

and/or th e  services link ed to th e  latter – to 

oth er com panies. D elocalized activitie s in-

clude  th e  m anufacturing of pack ages for fi-

nal products and th e  production of 

prescription drug instructions for patients. 

An illustration of a h ypoth etical and 

sim plified structure  of th e  ph arm aceutical 

production/distribution ch ain w ill be  

provided below. D ue  to th e  nature  of th e  

product, th e  production/m anufacturing 

process is  relatively com plex. Th is process 

m ay, h ow ever, be  subdivided into tw o 

prim ary ph ase s: a prim ary and secondary 

production ph ase

2

. Th e  first e ssentially 

refers to th e  production of active ingredi-

ents w h ich  constitute  th e  drug and w h ich  al-

low  th e  de sired th erapeutic effects to be  

attained. Secondary production activity 

refers to th e  m anufacturing of th e  final 

product by com bining th e  active ingredi-

ents w ith  various excipients th at allow  th e  

h um an body to properly absorb  th e se  in-

gredients. In th is ph ase, th e  “m edium ” of 

th e  drug – liq uid or solid – is  also ch osen. 

O nce  th e  drug is com pleted, it is pack aged 

in conjunction w ith  th e  prescription instruc-

tions.

Th ese  ph ase s com pose  th e  m anufactur-

ing process. W ith  regards to delocalization, 

th e  production of active ingredients – due  

to th e  special ch aracteristics of th e  product 

– is  generally concentrated w ith in a few  spe -

cialized centers w h ich  th en supply th e  ph ar-

m aceutical m anufacturers. Th e  latter th en 

im plem ent th e  secondary production 

ph ase. Th is last ph ase  – in conjunction 

w ith  th e  production of pack ages and pre -
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scription instructions – is  m ore  com m only 

delocalized

3

.

O nce th e  finish ed product is attained, 

th e  distribution ph ase  is  initiated. Tw o 

ph ase s m ay also be  identified h ere : prim ary 

and secondary distribution. Th e  first is en-

trusted to large  w h olesale area distributors 

w h ich  rece ive  th e  product directly from  m an-

ufacturers and distribute  it to retail distribut-

ors

4

 or directly to ph arm acies. Th e  

producers th em selves m ay also sell directly 

to retailers. In th is case, th e  product is inten-

ded for exclusive  sale to th e  patient and 

m ust not be  re - introduced into th e  distribu-

tion ch ain. Th e  producers m ay also ch oose  

to allocate a part of th e  product for ch arit-

able purposes.

Secondary distribution utilizes interm edi-

ary partie s operating betw een th e  m ajor dis-

tributors and retailers. Th ese  distributors 

vary in size  and do not distribute  th e  entire  

range  of products of a ph arm aceutical com -

pany but operate  by acq uiring certain 

products from  th e  m ajor distributors or 

from  sources oth er th an th e  producer; th e  

products are  th en re - sold to oth er large  dis-

tributors or retailers. Th ese  operations are  

m ade  possible by various circum stances 

w h ich  could potentially benefit th e  final con-

sum er since  th ey lead to low er retail prices. 

Interm ediary producers acq uire  drugs at re -

duced prices th at are, in fact, derived from  

surpluses in production or storage  on th e  

part of producers or large  distributors and 

ph arm acies, re spectively; th ey are  th erefore  

capable of re - selling th e  products at low er 

prices. Th e ir sm aller size  allow s th em  to ex-

ploit ch anges in th e  m ark et and to concen-

trate  on specific drugs th at exh ib it h igh  

dem and at specific tim es and in specific 

areas; exam ples include  m edicines th at are  

used occasionally for certain populations 

such  as targeted vaccination cam paigns. 

Th e ir size  grants th em  a certain flexib ility 

and capacity to re spond to ch anges in de -

m and, th ereby allow ing th em  to com -

pensate  for w are h ouse  sh ortages affecting 

ph arm acies or th e  m ajor distributors th em -

selves in th e  case  of a rapid and unexpec-

ted increases in dem and for a specific 

drug

5

. 

Finally, th e  existence  of significant dif-

ferences in th e  sale prices of drugs across 

different geograph ical areas creates oppor-

tunitie s for parallel im porters; th e  latter ex-

ploit th e se  differences and generate  profits 

by acq uiring th e  product in countrie s w h ere  

th e  price  is low er and re - selling it in coun-

trie s w h ere  th e  sale price  is h igh er. D uring 

th e se  com m ercial exch anges involving 

countrie s w ith  differing official languages, 

th e  process is  rendered m ore  com plex by 

an additional ph ase : th e  repack aging of 

m edicines and th e  replacem ent of prescrip-

tion instructions in order to ensure  th at th e  

pack age  and instructions relative to a drug 

are  com pre h ensible to th e  final patients.

Aside  from  th e  latter case, repack aging 

m ay also occur as a ph ase  w ith in th e  distri-

bution ch ain – even in th e  absence  of inter-

national trading of th e  product. Th e  

transfer from  a large  distributor to a retailer 

– even if th is occurs by m eans of interm e -

diary distributors – provides for a ph ase  in 

w h ich  th e  large  q uantitie s of rece ived m edi-

cines are  inserted w ith in pack ages th rough  

w h ich  th e  ph arm aceutical product w ill be  

retailed w ith in th e  country in q uestion, in 

com pliance  w ith  currently effective local 

law s.

Graph ic no. 1 illustrates a sim plified 

ph arm aceutical distribution ch ain. Th e  fin-

ish ed product is delivered from  th e  produ-

cer to th e  large  distributor w h ich  th en 
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delivers th e  req uested am ounts to th e  retail-

ers. Stock  surpluses on th e  part of th e  latter 

or th e  ph arm acies th em selves are  re -ab -

sorbed by th e  w h olesale distributor or by in-

term ediary distributors. Th ese  distributors 

m ay also distribute  th e  product am ongst 

th e  various m ajor distributors, th ereby link -

ing th e  various players of th e  ch ain w ith  th e  

exception of th e  producer.

Th is initial description refers to th e  rect-

angle area of th e  distribution ch ain illus-

trated in Graph ic no. 1.

Th e  parallel im porter/distributor link s 

th e  m ark ets of th e  various countrie s; th e  po-

sition of th is player in Graph ic no. 1 is, in 

fact, parallel to th e  distribution ch ain exist-

ing w ith in a specific m ark et.

Th e  legal fram ew ork  w ith in w h ich  th e  

various players of th e  distribution ch ain op-

erate  is also interesting to analyze. Th ese  

players, in fact, typically operate  in accord-

ance  w ith  contractual agreem ents stipulated 

w ith  th e  producer as w ell as licenses gran-

ted by th e  legal system .

Th e  m ajor distributors operate  in com pli-

ance  w ith  a contract stipulated w ith  th e  pro-

ducer – w h ich  generally provides for th e  

geograph ical area of th e ir operations – as 

w ell as a license  granted by th e  national leg-

al system  w h ich  outlines th e  legal fram e -

w ork  and th e  services th at th e  operator is 

auth orized to perform . Th e  license  m ay 

also grant auth orization for th e  distributor 

to repack age  th e  product, if req uired. Specif-

ic repack aging licenses m ay also be  granted 

to specialized operators w h ich  exclusively of-

fer th is type  of service.

Interm ediary and parallel distributors 

are  special entitie s w h ich  operate  at th e  sec-

ondary distribution level; th e  de scription il-

lustrated above m ay not alw ays be  

applicable. Parallel distributors req uire  a li-

cense  in order to operate  legitim ately but 

do not, on th e  oth er h and, h ave any form  

of agreem ent w ith  th e  producer. Th e  inter-

m ediary distributor is instead not directly 

subject to national legislation given th e  in-

ternational scope  of its operations and h as 

not stipulated an agreem ent w ith  th e  produ-

cer

6

.

Elem ents of uncertainty w h ich  sh ould 

be  noted at th is point include  th e  various 

transfers betw een th e  players constituting 

th e  distribution ch ain; th e  need to repack -

age  th e  product; th e  im plications link ed to 

parallel trading; th e  “diversion” of drugs in-

tended for h um anitarian purposes, a case  il-

lustrated outside  th e  border of Graph ic no. 

1; and additional com plications deriving 

from  th e  utilization of th e  Internet as a dis-

tribution ch annel. 

Graph ic 1
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5.2 Th e  vulne rability of th e  

distribution ch ain

Counterfe it products m ay be  inserted in-

to th e  distribution ch ain in m ultiple w ays 

and at alm ost all levels. Th e  com plexity of 

th e  distribution process, potential illegal be -

h aviors, th e  scarce  and rarely im plem ented 

controls in th e  distribution and repack aging 

ph ase s, and th e  existence  of transportation 

docum ents th at are  easily m odified are  a 

few  of th e  factors w h ich  w eak en th e  system  

designed to bring th e  drug from  th e  produ-

cer to th e  consum er

7

. In addition to th e se  

elem ents, th e  effect of parallel trade  and 

th e  utilization of th e  Internet as a distribu-

tion ch annel also create  uncertaintie s.

Th e  excessive  com plexity of th e  distribu-

tion ch ain m ay create  vulnerabilitie s th at fa-

cilitate  th e  entry of unauth orized or 

counterfe it products. Certain ph ase s of th e  

distribution and product repack aging pro-

cesse s m ay be  identified as th e  w eak  link s 

of th e  system ; it sh ould be  noted th at th e  

term , “w eak  link ”, is  not m eant to refer to a 

com m ercial elem ent or operator th at is dir-

ectly responsible for th e  penetration of 

counterfe it products in th e  m ark et but 

rath er th ose  distribution link s w h ich  pose  a 

risk  for th e  integrity of th e  entire  ch ain. 

Th e  real w eak  link  is, h ow ever, a regulatory 

fram ew ork  w h ich , de spite  existing, is 

ne ith er sufficient nor proportional to th e  

nature  of th e  product and th e  ram ifications 

of th e  current distribution process.

Com ple xity of th e  distribution 

proce s s

Th e  com plexity of th e  distribution pro-

cess h as a significant conseq uence : m onitor-

ing th e  m ovem ents of th e  drug during its 

path  from  th e  producer to th e  patient is 

very difficult. Th e  larger th e  num ber of 

brok ers w ith in th e  distribution ch ain, th e  

greater th e  difficulty in m onitoring th e  ori-

gin of th e  product as w ell as identifying th e  

latter’s com m ercial route.

Th e  producers th em selves – once  th e  

goods are  delivered to th e  m ajor distributor 

– do not h ave direct control over th e se  

goods and rely on th e  fact th at: 1) th e  m a-

jor distributor w ill com ply w ith  th e  contrac-

tual term s as w ell as th e  license  granted in 

relation to th e  distribution operations; and 

2) th e  delocalized producer operates in an 

h onest m anner. Th ese  tw o cases w ill now  

be  analyzed, starting w ith  th e  second.

As previously noted, th e  outsourcing of 

production and services certainly allow s th e  

m ajor m anufacturers to significantly reduce  

production costs but th is creates an ele-

m ent of uncertainty in th e  system . Th is ele-

m ent is proportional to th e  degree  of 

protection and com pliance  w ith  intellectual 

property righ ts in th e  country in w h ich  th e  

delocalized producer is located. O ut-

sourcing im plies, in fact, th at th e  producing 

com pany sh ares m anufacturing and indus-

trial secrets relative to th e  com position and 

production of th e  drug, th ereby im plem ent-

ing a real transfer of k now - h ow. It is th ere -

fore  possible th at th e  delocalized producer 

m ay exploit th e  situation by m anufacturing 

greater am ounts of th e  product to be  m ar-

k eted

8

 – in breach  of th e  stipulated agree -

m ents – or m ay disclose  th e  k now - h ow  to 

oth er partie s.

O n th e  oth er h and, distributors as w ell 

as all oth er m em bers of th e  distribution 

ch ain are  com m ercial operators w h ich  pur-

sue  profit m axim ization. In accordance  

w ith  th e  contract stipulated w ith  th e  produ-

cer, th e  distributor m ay only export 
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products to th ose  areas specified by th e  ow n-

er of th e  intellectual property righ ts. Th e  

possib ility of selling th e  sam e  product at 

m ore  elevated prices m ay, h ow ever, create  a 

desire  to sh ift operations tow ards m ore  fa-

vorable opportunitie s by re -directing sales 

to m ore  profitable geograph ical areas.

Interm ediary distributors w h ich  exploit 

rapid ch anges in th e  dem and for a drug as 

w ell as incorrect storage  levels of goods con-

tribute  to th e  intensification of exch anges 

betw een th e  various partie s; as a re sult, th e  

drug m ay be  transferred m ultiple tim es be -

fore  reach ing th e  patient. In reference  to 

Graph ic no. 1, it is possible to im agine  m ul-

tiple exch ange  lines added to th ose  already 

present and w h ich  overlap w ith  th e  latter, 

link ing th e  various large  distributors to a 

large  num ber of retailers and interm ediary 

distributors.

Th e  latter – w h ich  w ere  noted as poten-

tial clearing h ouses for m ark et ch anges – 

are  entitie s w h ich  operate  w ith out com m er-

cial agreem ents w ith  th e  producer and th e ir 

business is  conducted w ith in th e  secondary 

distribution ch ain

9

. Th ey acq uire  drugs at re -

duced prices in order to re - sell th em  w h ere  

dem and is h igh er, th ereby attaining a profit.

D uring th e  course  of all th e se  transfers, 

it is possible th at th e  pack age  or instruc-

tions are  replaced if th e  drug w ill be  sold in 

a different country.

Th e  existence  of com m ercial operators 

th at are  not subject to specific com m ercial 

agreem ents w ith  th e  m anufacturer adds an 

elem ent of uncertainty to th e  system . Th is 

elem ent is w orsened by various factors. 

O ne  factor is th e  fact th at interm ediary dis-

tributors – operating at th e  level of th e  sec-

ondary m ark et – do not rece ive  th e  goods 

directly from  th e  producer but sim ply re -dis-

tribute  th e  goods am ongst various m ark et 

players. In reality, it is not possible to k now  

th e  supply sources of th e se  interm ediary 

distributors and th is poses a significant ele-

m ent of risk . Given th at th e se  partie s are  

directly involved in th e  distribution of signi-

ficant am ounts of product, an im prudent 

purch ase  on th e ir part from  suppliers th at 

are  “low  cost” but not “secure” could lead 

to th e  penetration of counterfe it drugs 

w ith in th e  distribution ch ain. Th e  ram ifica-

tion of th e  latter and th e  various transfers 

w h ich  w ere  previously m entioned w ould 

th en render it basically im possible to identi-

fy th e  real origin of th e  m edicines in q ues-

tion.

R e pack aging

Th e  second w eak  link  in th e  ph arm a-

ceutical production/distribution ch ain is 

th e  repack aging ph ase, particularly w h en 

th e  latter involves products w h ich  are  ready 

for retailing and are  th en diverted to m ar-

k ets of countrie s differing from  th e  one  for 

w h ich  th e  original pack age  w as prepared. 

Th is occurs m ore  freq uently as a re sult of 

parallel im ports or th e  diversion ph enom en-

on.

In th e se  cases, th e  original pack age  and 

th e  prescription instructions are  replaced 

w ith  new  ones in order to com ply w ith  pro-

visions of th e  legal system  of th e  country 

w h ere  th e  drugs w ill be  sold in addition to 

allow ing patients to understand th e  th era-

peutic instructions and th e  usage  m odalitie s 

of th e  product. Th is process m ay be  im ple-

m ented by th e  im porters th em selves – if 

granted a special license  – or by specialized 

partie s w h ich  are  auth orized to perform  

such  services.

Th is ph ase  is  not, h ow ever, free  from  

risk  and represents a w eak  link  w h ich  could 
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facilitate  th e  penetration of counterfe it 

products into th e  m ark et.

D ue to th e  increase  in th e  counterfe iting 

ph enom enon, th e  original pack age  th at is de -

signed by th e  producer, or by a party deleg-

ated by th e  latter, no longer only fulfills a 

descriptive  function but also guarantees th e  

originality of th e  drug.

An exam ple of anti-counterfe iting tech -

niq ues th at are  used in conjunction w ith  th e  

purely descriptive  function of th e  drug pack -

age  is th e  case  of Z antac, one  of th e  m ost 

successful drugs produced by Glaxo.

Th e  utilized pack age  w as initially very 

sim ple in design: tw o w h ite  circles (th e  pills 

th em selves) w ith  a few  golden stripes, all en-

closed w ith in a tw o-colored cardboard pack -

age. Th is type  of pack aging did not serve as 

an obstacle to counterfe iters and could be  

easily reproduced.

D uring th e  m iddle period of th e  19 80’s, 

a large  num ber of counterfe it Z antac pack -

ages originating from  Greece  w ere  intro-

duced into th e  British  m ark et under th e  

form  of legitim ate  parallel im ports. In re -

sponse  to th is, Glaxo com pletely re -de -

signed th e  graph ical design of th e  pack age  

and added a seal w ith  a h ologram

10

.  

Producers th erefore  include  anti-counter-

fe iting features w ith in th e  pack ages or la-

beling. O nce  th e  product is opened and 

repack aged, h ow ever, th e se  features be -

com e  useless. In addition, it is unlik ely th at 

th ose  im plem enting th e  repack aging w ill util-

ize  pack ages containing th e se  devices given 

th e ir elevated cost

11

. In addition, th e  serial 

num bers of m edicines – w h ich  are  very use -

ful in th e  case  of recall of a batch  of th e  lat-

ter – are  reprinted.

Th ere  are  additional com plications 

link ed to th e  repack aging ph ase. D espite  

th e  fact th at th e  original pack ages sh ould be  

de stroyed once  th ey are  replaced, th ey m ay 

be  re -used by counterfe iters in order to in-

sert non-original products w ith in th em , 

th ereby allow ing th em  to be  easily m ar-

k eted

12

. R epack aging also creates several 

opportunitie s link ed to th e  adulteration of 

pack ages. For exam ple, it is possible th at 

th e  new  pack age : 1) reports a greater q uant-

ity of active ingredients, th ereby allow ing 

for th e  sale price  of th e  drug to be  raised, 

or 2) h as a m odified expiration date  in or-

der to be  able to sell expired products.

Th e  last tw o cases pose  tangible risk s 

for th e  distribution ch ain. An exam ple of 

th e  first case  occurred in South  Am erica 

w h en th e  buyer of a m igraine  drug becam e  

suspicious after finding pills w h ich  did not 

contain references to th e  m anufacturer. 

Subseq uent analyses revealed th at th e  pack -

age  did not contain th e  original drug but a 

low -cost antistam inic

13

.

In order to fully analyze th e  re -utiliza-

tion of original pack ages, th e  potential util-

ization of rejected h ospital m aterial sh ould 

be  noted; th is process is  furth er facilitated 

in th e  case  th at th e  drug pack age  does not 

include  anti-counterfe iting features. Cases 

h ave, in fact, been reported in w h ich  coun-

terfe iters obtained rejected pack ages from  

clinics or h ospitals in order to re -utilize  

th em

14

, m odifying th e ir expiration dates if 

necessary

15

. If th e  pack ages still contain 

th e  drug, th e  latter m ay be  m ark eted again, 

oth erw ise  th e  pack age  m ay serve as a con-

tainer for a counterfe it product. Th e  re -util-

ization of rejected m aterial is anoth er facet 

of th e  ph enom enon th at is considerable 

cause  for concern, particularly if th e  util-

ized substances are  not sterilized

16

. In cer-

tain parts of Asia, an actual trade  of 

rejected h ospital m aterials

17

 h as developed 

and num erous victim s in India, Pak istan, 
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Bangladesh  and th e  Ph ilippines h ave been 

link ed to th e  utilization of injection vials 

th at w ere  clearly recycled and contained 

non-sterile substances

18

.

5.3 Entry into th e  distribution 

ch ain

H aving defined th e  so-called w eak  link s 

of th e  ph arm aceutical production/distribu-

tion ch ain, certain com m ercial aspects of 

th e  ph enom enon sh ould be  considered: di-

version, parallel trading and th e  use  of th e  

Internet as a m eans of selling and buying.

Dive rs ion

Th e  term  diversion refers to th ose  cases 

in w h ich  a product th at is de signed for a spe -

cific m ark et or function is re -m ark eted, in vi-

olation of th e  producer’s instructions; 

consider, for exam ple, deliverie s of drugs 

to h um anitarian organizations or even th e  

supply of free  sam ples to h ospitals

19

.

Th is ph enom enon occurs in tw o form s: 

it m ay be  lim ited to th e  national territory of 

a nation or it m ay becom e  international in 

scope. In th e  first case  – and w ith  regards 

to ph arm aceutical products – th e  ph enom en-

on w ill prim arily involve prom otional 

sam ples or discounted drugs th at are  alloc-

ated for h um anitarian purposes and are  re -

m ark eted at full price

20

. Th e  m otive underly-

ing th e se  operations is th e  difference  in pur-

ch ase  price  betw een a product th at is 

m ark eted at full price  and one  w h ich  is  alloc-

ated for specific purposes. Th is difference  al-

low s for th e  attainm ent of significant 

profits.

A diversion th at is im plem ented on an in-

ternational scale is driven by th e  sam e  eco-

nom ic m otive of a diversion carried out on 

a national scale. 

Tw o prim ary categorie s of illegal be h a-

vior – on th e  part of entitie s acq uiring 

drugs directly from  th e  producer – can be  

identified w ith in an international diversion. 

1) Th e  entity acq uire s goods w h ich  are  in-

tended for a m ark et w h ere  purch asing 

pow er is relatively low  in order to sell th em  

in m ark ets w h ere  purch asing pow er is h igh -

er; as a re sult, th e  h igh er th e  sales price  of 

th e  good itself and th e  greater th e  am ount 

of attainable profit. 2) Th e  entity fraudu-

lently acq uire s th e  products from  th e  produ-

cer, declaring an intention to deliver th e  

drugs for h um anitarian purposes but in real-

ity re -m ark eting th e  drugs after acq uiring 

th em  at low  cost. In th is case, th e  producer 

is dece ived and th ere  are  also h um anitarian 

conseq uences

21

. 

Th ese  international exch anges are  im ple-

m ented th rough  m ultiple transfers and in-

volve freq uent repack aging of th e  product, 

th ereby providing opportunitie s for coun-

terfe it products to penetrate  th e  legal distri-

bution ch ain. According to statem ents of 

th e  US Food  and  Drug A d m inistration  (FDA), 

th e  practice  of diversion is strongly link ed 

to th e  counterfe iting ph enom enon given 

th at it facilitates th e  latter. Th e  num erous 

interm ediarie s w h ich  acq uire  diverted 

products are  not, in fact, capable of identi-

fying th e  actual source  of th e  product

22

. 

Th e  low er cost of goods often provides a 

sufficient m otive for th e se  entitie s to justify 

th e  purch ase  and distribution of th e  goods 

th em selves. It is th erefore  possible th at a 

very low  price  m ay actually im ply a counter-

fe it drug rath er th an a diverted original. 

Th e  m ultiple transfers and repack agings 

also m ak e  th e  auth entication ph ase  very dif-

ficult for retailers. Th is task  is  even com plic-
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ated by th e  practice  of “layering”, th e  m ix-

ing in one  consignm ent of original, diver-

ted and counterfe it products.

In order to lim it th e  grow th  of th e  diver-

sion ph enom enon, th e  US Congress ap-

proved a law  – th e  Prescription Drug 

Mark eting A ct (PD MA) – w h ich  prevents 

any party, w ith  th e  exception of th e  m anu-

facturer, from  re - im porting drugs w h ich  are  

produced w ith in th e  USA. Th is act is typic-

ally only applicable for th ose  drugs w h ich  

are  produced w ith in th e  country and th ere -

fore  h as a lim ited range  of application. It 

does, h ow ever, serve  as a concrete  step for-

w ard in lim iting a practice  w h ich  facilitates 

th e  entry of counterfe it m edicines w ith in 

th e  USA. Before  th eadoption of th e  

PD MA, drugs produced w ith in th e  USA 

w ere  often exported and th en re - im ported 

in order to exploit th e  com m ercial advant-

ages noted above. Th e  re - entry of th e se  

products w as often accom panied by th e  pres-

ence  of counterfe it drugs; th e  latter w ere  of-

ten placed w ith in th e  sam e  pack ages of th e  

re - im ported originals.

Paralle l trading

Parallel trading is a legal com m ercial prac-

tice; th ere  is  an ongoing debate  on its actual 

effect on th e  penetration of counterfe it 

goods w ith in th e  m ark et. Th ere  are, 

h ow ever, a few  potential link s betw een th is 

practice  and th e  abovem entioned w eak  

link s of th e  distribution ch ain:  th e  num ber 

of com m ercial operators th rough  w h ich  

th e  product is distributed increases; th e  num -

ber of “transfers” w ith in th e  distribution 

ch ain increases; th e  num ber of repack aging 

opportunitie s increases. In th e  absence  of a 

specific regulatory fram ew ork , th e se  ph ase s 

m ay facilitate  th e  entry of counterfe it 

products w ith in th e  distribution system . 

W ith  regards to th e  European regulatory 

fram ew ork , a legislative outline  h as been 

drafted but a com plete  and h arm onious reg-

ulation of th e  subject w ith in EU m em ber 

states h as not yet been attained.

Th e  term  parallel trading refers to a spe -

cific com m ercial practice  th at involves im -

porting goods – w ith out th e  auth orization 

of th e  producer – th at are  protected by in-

tellectual property righ ts and w h ich  are  

already sold in a different m ark et

23

. Th ese  

goods are  th erefore  m ark eted and sold w ith -

in one  country and subseq uently re - im por-

ted into anoth er country

24

. 

R egardless of w h eth er re - im porting in-

volves a m odification of th e  product’s pack -

age, a distinction can be  m ade  betw een 

pure  parallel im ports – products re - im por-

ted w ith out any m odification from  th e  tim e  

in w h ich  th e  ow ner of th e  intellectual prop-

erty righ ts introduced th e  products w ith in 

th e  m ark et of reference  – and oth er parallel 

im ports – products w h ich  h ave been m odi-

fied in form  or pack aging.

Th e  evolution of European regulations 

and law  relative to th is subject h as been in-

fluenced by th e  need to guarantee  th e  ap-

propriate  functioning of a single m ark et 

and com petition w ith out dam aging th e  

ow ners of intellectual property righ ts or 

th e  h ealth  and safety of consum ers. Th is 

objective w as certainly arduous to attain; 

th e  re sult is a regulatory and legal fram e -

w ork  w h ich  – de spite  providing a founda-

tion for regulation in th is area – provides 

dangerous looph oles w h ich  could be  ex-

ploited by crim inal activitie s.

Tw o Articles of th e  Treaty e stablish ing 

th e  European Com m unity (EC Treaty) – 
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no. 28 and 29 , concerning re strictions on im -

ports – serve  as th e  foundation for protec-

tion of free  com m erce  w ith in th e  single 

m ark et. Article 28 sanctions th e  proh ib ition 

of m em ber states to im pose  q uantitative re -

strictions, or sim ilar m easures, w ith  re spect 

to im ports w ith in th e  single m ark et

25

. Art-

icle 30 provides for cases in derogation of 

th e  preceding article, stating th at its provi-

sions are  not applicable if, am ongst oth er 

th ings, th e  re strictions are  im posed in order 

to protect industrial and com m ercial 

righ ts

26

.

Th e  task  of interpreting th e  breadth  of 

application of th e se  articles falls under th e  

com petence  of th e  Court of Justice  of th e  

European Com m unitie s w h ich  h as declared 

– in th e  case  of intellectual property righ ts 

– th at th e se  re strictions w ould only be  justi-

fied if th ey serve  to protect th e  specific sub ject 

m atter

27

 or th e  e ssential function  of a trade -

m ark

28

.

H aving e stablish ed th e  im possib ility th at 

a party h olding tradem ark  righ ts could lim it 

th e  circulation of th e  products protected by 

th e se  righ ts – once  th e  latter w ere  m ark eted 

w ith in any of th e  m em ber states of th e  EU, 

and given th e  provided exceptions – it w as 

necessary to clarify w h eth er th is effect w as 

also applicable to products m ark eted for 

th e  first tim e  in a non-EU country (so-

called International ex h austion) or if it sh ould 

only apply to goods m ark eted for th e  first 

tim e  w ith in th e  EC’s borders (so-called Com -

m unity-wid e  ex h austion)

29

. Th is last principle 

is sanctioned by Article 7

30

 of D irective 

89 /104/EEC relative to th e  h arm onization 

of standards concerning tradem ark s; its ap-

plication w as not extended to include  

products m ark eted outside  of th e  

European Com m unity for th e  first tim e, 

th ereby em bracing th e  principle of Com -

m unity-wid e  ex h austion

31

. Th is principle w as 

sanctioned furth er by th e  Court of Justice  

of th e  European Com m unitie s in th e  case, 

Silh ouette v. H artlauer

32

.

O nce th e  principle of Com m unity-wid e  ex -

h austion  w as e stablish ed, it is interesting to 

consider oth er aspects of th e  regulations, 

including th e  position tak en by th e  

European Court of Justice  w ith  re spect to 

th e  repack aging of products subject to par-

allel trading w ith in th e  EU, particularly 

ph arm aceutical products.

Th e  position of th e  Court w as clearly 

outlined during th e  course  of several cases 

in w h ich  th e  intention to reconcile repack -

aging w ith  Articles 28 and 30 of th e  EC 

Treaty w as expressed. In th e  case  of H off -

m ann-La R och e  v. Centrafarm , th e  Court 

stated, in fact, th at th e  protection of th e  

specific sub ject m atter and of th e  e ssential func-

tion  could allow  th e  ow ner to put forth  ac-

tions aim ed at preventing th e  repack aging 

of th e  ow ner’s products on th e  part of par-

allel im porters w ith out th is re sulting in an 

artificial partition of th e  m ark et

33

. Th e  lat-

ter w ould occur, for exam ple, if th e  produ-

cer decides to m ak e  use  of its tradem ark  

righ ts in order to prevent repack aging by 

differentiating th e  pack ages in w h ich  th e  

product is sold in different m em ber states – 

even if th e  goods in q uestion are  not m odi-

fied. Th is w ould, in fact, conceal a com part-

m entalization of th e  single m ark et

34

.

A legal m ilestone  in th e  Court’s position 

on th is topic is th e  sentence  Bristol-Myers 

Sq u ib b  and  O th ers v. Paranova during w h ich  

th e  European Court of Justice  e stablish ed 

certain e ssential conditions th at th e  parallel 

im porter m ust com ply w ith  in order to not 

infringe  upon tradem ark  righ ts during th e  

repack aging ph ase. According to th e  Court, 

th is ph ase  is  allow ed at th e  follow ing condi-
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tions: (1) repack aging is req uired to m ark et 

th e  goods in th e  im porting country and to 

prevent a partition of th e  m ark et on th e  

part of th e  party ow ning th e  righ ts; (2) th e  

original conditions of th e  product are  not 

altered;  (3) th e  nam e  of th e  producer and 

im porter are  reported on th e  pack age; (4) re -

pack aging m ust not re sult in a loss of reputa-

tion for th e  producer, e.g. in th e  case  of 

low -q uality pack ages; (5) th e  im porter m ust 

notify th e  producer – w ith  appropriate  ad-

vance notice  – of th e  form er’s intention to 

proceed w ith  th e  parallel im porting of th e  

producer’s product, providing a sam ple of 

th e  re -pack aged good if req uested

35

. Th e  

Court also decreed th at parallel im porters 

m ay rem ove th e  barcodes found on pack -

ages if th e  latter only serve th e  purpose  of 

allow ing th e  party ow ning th e  righ ts to 

trace  th e  product in order to partition th e  

m ark et

36

.

Th e  price  difference  betw een m ark ets is  

th e  basic cause  underlying parallel trad-

ing

37

; th e  ph enom enon h as recently expan-

ded considerably. It is possible to provide  

very interesting data from  even just th e  

m edicines sector in order to understand th e  

developm ent of th e  ph enom enon.

W ith in th e  European Union alone, paral-

lel im ports involved circa 140 m illion ph ar-

m aceutical products each  year; th e  m ark et 

sh are  of th e se  im ports grew  by m ore  th an 

50% from  19 9 9  to 2003, increasing from  

11% to 17%; w ith in th e  EU, m edicines 

w h ich  reach  th e  m ark et by m eans of paral-

lel im porting total circa 20% of th e  drugs 

w h ich  reach  th e  patient

38

.

Given th at th e  United K ingdom  is one  

of th e  European nations w ith  th e  h igh e st 

drug prices, it is not surprising th at it is also 

one  of th e  m ark ets w ith  th e  h igh e st levels 

of parallel im ports. O f th e  140 m illion 

ph arm aceutical products th at w ere  parallel 

im ported each  year in Europe, 70% w ere  al-

located for th e  UK  as a final destination – 

totaling th erefore  circa 100 m illion drugs. 

Th e  num ber of licenses issued in th e  UK  

for th e  exercise  of th is activity also grew  

significantly, increasing from  239  licenses in 

19 9 3 to 2,9 16 in 2004

39

.

Th is data illustrates th e  significant size  

of parallel trading, involving num erous op-

erators w h ich  exercise  th e  activity in an 

h onest m anner. Com m entary relative to po-

tential link s betw een parallel trading and 

counterfe iting sh ould th erefore  not be  un-

derstood to im ply a condem nation of paral-

lel trading; th e  analysis is  m eant to h igh ligh t 

its w eak nesse s in order to im prove th e  func-

tioning and integrity of th e  overall ph arm a-

ceutical distribution ch ain.

Th e  interpretation th at w as initially 

presented – regarding th e  insufficient level 

of regulation of various aspects of th e  pro-

duction/distribution ch ain – allow s specific 

em ph asis to be  given to th e  case  of th e  

European Union and th e  single m ark et. 

Th e  latter is based on th e  principle of free  

circulation of goods betw een EU m em ber 

states. Th is principle is not coupled, 

h ow ever, w ith  a corresponding EC strategy 

for th e  m onitoring of product transfers, im -

ports and exports nor for th e  granting of 

auth orizations and licenses. Each  state  

th erefore  retains its ow n rules and contin-

ues to apply th em

40

. Th e  EC situation 

th erefore  involves a significant regulatory 

inconsistency due  to th e  lack  of h arm oniza-

tion, th ereby creating opportunitie s for 

counterfe iters w h o m ay exploit potential le-

gislative w eak nesse s. O nce  th e  product h as 
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entered a m em ber state, it m ay freely circu-

late w ith in th e  EU w ith  m inim um  controls. 

A w eak  control system  in any of th e  m em -

ber states of th e  EU w ould th erefore  create  

a w eak  point for th e  potential entry of coun-

terfe it products w h ich  could th ereby reach  

any oth er country w ith in th e  single m ar-

k et

41

. W ith  regards to th e  ph arm aceutical 

sector in particular, no legislative h arm oniza-

tion exists in relation to th e  pack aging and 

repack aging of m edicines w h ile th e  exist-

ence  of unauth orized repack aging centers 

is  considered probable in addition to be ing 

a cause  for concern

42

. 

From  a practical point of view, th e  pro-

cess involves a drug th at is sold in a given 

country and w h ich  – after h aving already 

m oved th rough  th e  various stages of th e  or-

dinary distribution ch ain – is  acq uired again 

by th e  m ajor distributors and is entered in-

to th e  parallel distribution ch ain; th e  

product is th en transferred to a new  and 

m ore  lucrative m ark et by m eans of parallel 

interm ediarie s/distributors. Th e  latter – 

th rough  w h ich  th e  ph arm aceutical product 

is transferred – m ay be  num erous; it is e stim -

ated th at, on average, a drug w h ich  is  

entered into th e  parallel m ark et m ay be  sub -

ject to 20-30 interm ediary transactions

43

.

Th is extension of th e  distribution ch ain 

creates, first of all, a problem  of verifiabil-

ity w ith  re spect to th e  source  from  w h ich  

each  interm ediary rece ives th e  product. 

Th ere  is  no centralized m ech anism  w ith in 

th e  European Union for verifying th e  li-

censes of parallel im porters; sim ilarly, th ere  

is  no obligation for th e  partie s involved in 

th e  parallel distribution process to record 

product batch  identification num bers

44

. It 

is difficult for a parallel distributor to verify 

th e  h onesty of a supplier of m edicines 

w h en entering in contact w ith  th e  latter. 

Generally, proof of auth orization to trade  

th e  products is req uested; th is proof m ay 

consist in a license  th at is issued at a nation-

al level and w h ich  is  sent by fax from  th e  

potential seller to th e  parallel distributor. 

Th e  latter w ill not be  able, h ow ever, to veri-

fy th e  auth enticity of th e  docum ent by ap-

pealing to its ow n national auth oritie s

45

. If 

th is elem ent of uncertainty is m ultiplied by 

th e  num ber of transfer points w ith in th e  

parallel distribution ch ain, it becom es obvi-

ously im possible to m onitor th e  integrity 

of th e  ch ain and num erous operators m ay 

be  alm ost anonym ous.

Th is factor is also link ed to th e  previ-

ously m entioned lack  of legislation req uir-

ing th e  recording of drug batch  

identification num bers; as a re sult, it is ba-

sically im possible to trace  th e  trade  route  

and origin of a m ark eted drug by th e  tim e  

th e  latter h as reach ed th e  final consum er

46

. 

Th is m ay jeopardize  th e  h ealth  of patients 

even in cases th at do not involve counter-

fe it products. It w ould, in fact, be  im -

possible for a ph arm aceutical com pany to 

recall a batch  of m edicines w h ich , for 

w h atever reason, sh ould not reach  th e  con-

sum er. Th is im possib ility is occasionally 

link ed to th e  fact th at – during th e  repack -

aging ph ase  – th e  batch  identification num -

ber m ay h ave been rem oved or m odified.

A ch ange  in th e  country of sale of th e  

drug necessarily im plies th at th e  pack age  

and prescription instructions w ill be  m odi-

fied or replaced; th is is  necessary to com ply 

w ith  local pack aging standards th at are  ef-

fective in th e  country w h ere  th e  drug h as 

been im ported and to ensure  com pre h ens-

ib ility for local consum ers

47

. Th e  con-

seq uence  of th is req uirem ent is th at th e  

parallel im porters th em selves are  often au-

th orized to directly im plem ent th e  repack -
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aging ph ase  or th e  latter m ay be  undertak en 

by anoth er party at any tim e  before  th e  

entry into th e  new  m ark et. Th e  repack aging 

ph ase  m ay th erefore  also occur in th e  export-

ing country or w ith in one  of th e  countrie s 

of transit; th e  q ualitative standards in th e se  

countrie s m ay be  very different from  th ose  

in th e  country of final destination.

As previously noted, th is situation cre -

ates a serie s of problem s w h ich  m ay negat-

ively affect th e  safety of consum ers, as 

h igh ligh ted by th e  W H O

48

. Th e  instruc-

tions for th e  patient could also, in fact, be  

translated inaccurately; th ere  could be  er-

rors in th e  translations; th e  pack ages w ith  

anti-counterfe iting features could be  re -

placed w ith  oth ers th at do not contain sim il-

ar elem ents; batch  identification num bers 

could be  m odified or not recorded and 

even th e  expiration date  could potentially 

not correspond to th e  date  reported on th e  

original pack age

49

.

D ue to th e se  w eak  points, a dish onest op-

erator could insert a counterfe it drug into 

th e  distribution ch ain w ith  relative ease  and 

be  virtually im possible to trace. Th is could 

also occur if a dish onest repack ager de -

cided to insert counterfe it drugs w ith in th e  

original pack ages of a repack aged drug. 

Th ese  activitie s are  strongly favored by th e  

significant aesth etic sim ilarity of current 

counterfe it drugs w ith  re spect to th e  origin-

al m edicines, th ereby m ak ing identification 

difficult even for specialists

50

. W h at h as pre -

viously been noted regarding “layering” prac-

tices in th e  case  of diversion is also valid 

for th e  consignm ents of parallel traded 

products. In various occasions parallel 

traded and original products w ere  m ixed 

w ith  counterfe its, creating even m ore  diffi-

culties for th e  auth entication of originals 

and th e  identification of counterfe its.

A w eak  control system  in just one  of 

th e  27 m em ber states could allow  free  circu-

lation of a counterfe it product w ith in th e  

entire  single m ark et. Th e  penetration of 

th e se  products could also occur w ith in th e  

official distribution ch ain but th e  excessive  

ram ification of th e  parallel distribution sys-

tem  increases th e  latter’s vulnerability.

Th e  search  for profit m ay also represent 

a tem ptation th at is difficult to e scape. 

Th is norm al strategic be h avior – profit 

m axim ization – m ay be  h igh ly risk y in th e  

case  of ph arm aceutical products if not 

coupled w ith  a serie s of guarantees relative 

to th e  genuineness of th e  product. As illus-

trated in an investigation conducted by th e  

Dutch  Inspectorate of  H ealth , th is does not al-

w ays occur. D rugs are  often derived from  

sources th at h ave not been req uested to 

dem onstrate  th e ir sales auth orizations and 

are  sold to partie s th at are  not auth orized 

to m ark et th em . In addition, a significant 

lack  of efficiency h as been reported in th e  

m onitoring system s entrusted w ith  guaran-

tee ing th at rejected drugs h ave been actu-

ally destroyed and not re -m ark eted and 

th ere  are  no system s dedicated to track ing 

counterfe it products

51

.

Certain experts h ave expressed th e ir 

concern w ith  re spect to th is trading prac-

tice  on th e  basis of th e se  factors

52

.

Inte rne t

Th e  use  of th e  Internet as a veh icle for 

th e  distribution of counterfe it products is 

related to th e  elem ents described above 

concerning parallel trading. Both  are, in 

fact, form s of trading w h ich  – due  to cer-

tain intrinsic w eak  points and th e  lack  of 

regulation – h ave becom e  potential instru-

m ents for crim inal activitie s. Parallel trading 
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prim arily serves as a potential veh icle for 

th e  penetration of products w ith in th e  legal 

distribution ch ain w h ile th e  use  of th e  Inter-

net h as created an independent distribution 

process w h ich  directly targets final users, 

th ereby both  adding to ordinary distribu-

tion and overlapping it. O rdinary distribu-

tion occurs in conjunction w ith  th e  supply 

of drugs th rough  th e  Internet and – as 

noted in th e  case  of parallel trading – m ay 

re sult in th e  entry of illegal products into 

th e  legal distribution ch ain. W ith in th e  EU, 

a distributor w h ich  acq uire s goods from  an 

unauth orized online  source  could becom e  

an entry portal for counterfe it m edicines 

w h ich , due  to th e  single m ark et, could th en 

reach  any destination w ith in th e  Union.

Th e  Internet is an im portant supply 

ch annel for counterfe iters given th at it al-

low s th em  to sim ultaneously supply 

products at th e  retail and w h olesale level.

In th e  first case, th e  consum er is effect-

ively ch eated. Attracted by convenient 

prices and driven by th e  constant stream  of 

spam  in h er/h is inbox

53

, th e  potential buy-

er w ill start brow sing an Internet site  w h ich  

is  generally structured to appear as a legal 

activity. In th e  specific case  of m edicines, 

th e  site  w ill not only state  th at th e  online  

ph arm acy is auth orized and registered in ac-

cordance  w ith  th e  law  but w ill also req uest 

a regular m edical prescription if req uired 

for th e  drug in q uestion

54

. Th is only serves 

th e  purpose  of reassuring th e  potential buy-

er w h o m ay th en proceed w ith  th e  purch ase  

even w ith out a m edical prescription

55

. 

Th ere  are, in fact, various online  ph arm a-

cie s w h ich , in th e  end, do not actually re -

q uire  th is docum ent in order to com plete  

th e  transaction. O nce  th e  purch ase  is  com -

plete, th e  products w ill be  sent directly to 

th e  patient’s h om e.

In th e  second case, counterfe iters in-

tend to penetrate  th e  distribution ch ain, ex-

ploiting th e  fact th at various distributors 

are  constantly search ing for low -cost 

products in order to m axim ize  profits – re -

gardless of th e  possib ility of verifying th e  

h onesty of th e  supply source. O nce  th e  

products are  acq uired by th e  distributors, 

th ey are  m ark eted as any oth er drug deriv-

ing from  an auth orized source  and it w ill be  

alm ost im possible to trace  th e ir origin

56

.

Th e  use  of th e  Internet as a distribution 

ch annel is rapidly grow ing, as dem onstrated 

by data provided by th e  FDA w h ich  state  

th at 10 m illion parcels enter th e  USA every 

year

57

. Th e  Internet h as th e  advantage, in 

fact, of guarantee ing an aura of anonym ity 

due  to th e  im personal nature  of online  

com m ercial exch anges.

Th e  im personal nature  of th e se  transac-

tions sh ould be  analyzed in greater detail.

Th e  section relative to Intellectual Prop-

erty R igh ts de scribed h ow  tradem ark s serve  

an identifying function relative to th e  pro-

ducer. Th e  tradem ark  is  not only a com m er-

cial sym bol for th e  entity m ark eting a good 

but also serves as a guarantee  for th e  con-

sum er w h o w ill ch oose  to buy from  th e  

m ust trusted producers or w ill acq uire  

goods w ith  th e  be st q uality/price  ratio.

O nline  purch ases seriously jeopardize  

th is function given th at it is practically im -

possible for th e  consum er to k now  w h o or 

w h at lies be h ind an Internet site. Th e  con-

sum er m ay also not ph ysically enter into 

contact w ith  th e  good sh e/h e  intends to ac-

q uire  but m ust trust th e  im ages th at are  

presented in th e  online  store. Th e  com bina-

tion of th e se  factors – w h ich  could be  

defined as conditions of non-verifiability – 

creates a fertile ground for th e  develop-

m ent of illegal activitie s w h ich  aim  to sell 
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replicated products

58

. D ue  to th is level of 

anonym ity, th e  investigations im plem ented 

by law  enforcem ent officials h ave been con-

siderably m ore  difficult. As a re sult, th e  risk  

of be ing subject to sanctions, se izures of 

goods or crim inal proceedings becom es 

even low er

59

.

Counterfe iters h ave obviously grasped 

th e  opportunity and th ere  are, in fact, a 

grow ing num ber of counterfe it goods 

w h ich  are  today sold th rough  th e  Internet. 

In addition to drugs, a study im plem ented 

by th e  O ffice for Fair Trad ing of  th e  A nti Coun-

terfe iting Group (ACG) h as analyzed w h at oc-

curs in online  auction sites.  According to 

th e  re sults attained by m eans of interview s 

w ith  producers th at are  m em bers of th e  

ACG – w h ich  only took  into account one  

online  auction site  in th e  UK  – a fash ion 

producer h ad discovered th e  presence  of 

16,300 counterfe it versions of its products 

in 2004; th is num ber increased to 16,400 in 

2005 and 20,827 in 2006. In th e  sam e  site, a 

m anufacturer of spare  parts for m otor 

veh icles h ad rem oved 1,058 counterfe it 

item s in 2005 and 2,461 item s in 2006

60

. Ac-

cording to a study com m issioned to Led b ury 

R esearch  b y Davenport Lyons, 49 % of a total 

of 1,000 interview ed people h ad bough t 

counterfe it goods believing th ey w ere  origin-

als and 27% of th e se  purch ases w ere  im ple-

m ented online

61

.

Th e  ease  w ith  w h ich  counterfe it 

products can be  m ark eted th rough  th e  Inter-

net h as, unfortunately, led to a significant in-

crease  in th e  ph enom enon, even w ith  

regards to goods such  as drugs th at are  po-

tentially dam aging to th e  h ealth  and safety 

of consum ers.

In 2004, an investigation of various In-

ternet sites and th e  ph arm aceutical distribu-

tion ch ain w as im plem ented by th e  US 

Im m igration and  Custom s E nforcem ent (ICE). 

Th e  investigation sh ow ed th at prim ary In-

ternet sites could rely upon an additional 

650 affiliated sites and th at th e  total value 

of distributed counterfe it drugs w as eq ual 

to 25 m illion dollars. An unauth orized dis-

tribution netw ork  for m edicines w as dis-

covered; th is netw ork  originated in India 

and extended th rough out North  Am er-

ica

62

. Th e  ICE believes th at th e  Internet is 

th e  preferred tool for crim inals involved in 

th e  traffick ing of counterfe it ph arm aceutic-

al products

63

; th e  cases th at w ere  investig-

ated by th e  Im m igration and  Custom s 

E nforcem ent speak  for th em selves, as illus-

trated in Box 1. 

A sim ilar case  occurred w ith in th e  EU a 

few  years ago. As of 2001, in fact, a crim in-

al group h ad created a netw ork  of online  

ph arm acies. Th e  online  structure  allow ed 

potential buyer to ch oose  from  a large  num -

ber of link s to oth er sites w h ich  offered 

counterfe it drugs from  various ph arm aceut-

ical com panies. Th is generated significant 

business volum es by im porting large  

am ounts of counterfe it m edicines from  

Asia in order to retail th em  in Europe  by 

m eans of th e  regular postal service

64

.

A recent article on th e  Internet site, 

w w w.m edicalnew stoday.com , reported th e  

first death  in Canada w h ose  cause  w as con-

firm ed to be  th e  use  of a counterfe it drug 

acq uired th rough  an online  ph arm acy

65

.

H ow ever even if th e  cases presented so 

far represent good exam ples of th e  gravity 

of th e  situation, it sh ould be  noted th at a 

considerable num ber of oth er cases could 

be  unreported due  to th e  fact th at th e  injur-

ie s or death  deriving from  th e  unconscious 

use  of a counterfe it m edicine  are  not attrib -

uted to th e  real cause. In oth er cases, 

sh am e  or em barrassm ent on th e  part of 
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BO X 1

Exam ple s  of case s  inve stigate d by th e  ICE

O pe ration O ce an Cross ing – Fe bruary 2005

Th e  ICE discovered a trade  netw ork  of counterfe it m edicines deriving from  Ch ina and directed 

tow ards th e  United States, th e  United K ingdom  and oth er European nations. Th is trade  w as 

m anaged by a Ch inese  crim inal organization th at w as link ed to an Am erican citizen. Th ree  Ch inese  

citizens operating in th e  province  of Tianjin w ere  arrested and th e  follow ing w as se ized: m ore  th an 

55,000 pack ages of counterfe it Viagra and Cialis, 75,000 loose  pills, a device  used to seal 

ph arm aceutical pack ages and a significant am ount of counterfe it tradem ark s bearing th e  Viagra 

inscription.  In Septem ber 2005, a police  operation w as im plem ented in th ree  facilitie s w ith in th e  

region of H enan th at w ere  involved in th e  production of counterfe it drugs. Th is operation led to 

th e  arrest of e igh t Ch inese  citizens and th e  se izure  of m ore  th an 222,000 pills of counterfe it 

Viagra, 70,000 loose  pills, 260 k ilogram s of raw  m aterials and 580,000 counterfe it Viagra 

tradem ark s.  At th e  sam e  tim e, U.S. auth oritie s arrested a US citizen w h o subseq uently pleaded 

guilty to th e  ch arge  of im porting counterfe it drugs.

O pe ration R ock  of Gibraltar

A joint investigation conducted by th e  ICE, th e  FDA and th e  Postal Police  led to th e  identification 

of various fore ign sites involved in th e  sale of counterfe it drugs w ith in th e  United States. Th e  

investigation revealed th at part of th e  buyers w ere  not in good faith  and w ere  com pletely aw are  of 

th e  illegal nature  of th e  purch ases and th e  offered products; th e se  consum ers w ere  induced by th e  

possib ility of acq uiring m edicines w ith out th e  need for m edical prescriptions.  

Th e  Internet sites – w h ich  w ere  aw are  of th is fact – h ad organized th em selves accordingly by 

offering a re im bursem ent service  for deliverie s th at w ere  potentially se ized by US auth oritie s in 

addition to describ ing various tech niq ues to prevent such  se izures. Th ousands of US citizens w ere  

involved in th e se  purch ases, th ereby generating business volum es of circa 20 m illion dollars across 

a period of 24-30 m onth s. A total of 500,000 pack ages of regulated substances – as w ell as 

m edicines w h ose  sale is subject to m edical prescription – w ere  se ized.  

O ne line pillbox.com

Investigations conducted by th e  ICE, th e  FDA and th e  D rug Enforcem ent Adm inistration (D EA) 

led to th e  discovery of an Internet site, onlinepillbox.com , w h ich  offers regulated drugs and 

substances w ith out req uiring a valid m edical prescription. Th ese  substances w ere  sent to US 

consum ers th rough  regular m ail. It w as later discovered th at th e  delivered substances w ere  

unauth orized drugs from  Th ailand, th e  Ph ilippines and Mexico.

Source : US Im m igration and Custom s Enforcem ent (ICE), w w w.ice.gov
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th e  consum er could prevent h er/h im  from  

reporting th e  case  to th e  com petent auth orit-

ie s.

Th e  International Narcotics Control Board  -  

th e  UN body entrusted w ith  regulating th e  

circulation of drugs subject to controlled dis-

tribution – recently expressed its concern 

w ith  regards to th e  grow th  of th e  Internet 

as a non-regulated m ark et for th e  distribu-

tion of drugs and ph arm aceutical 

products

66

.

Th e  use  of th e  Internet as a m eans to 

supply counterfe it m edicines recalls th e  com -

m ents noted above w ith  regards to th e  capa-

city dem onstrated by counterfe iters in 

diversifying th e ir offer of products in ac-

cordance  w ith  th e  territorial context of refer-

ence. D ue  to th e  usage  of specifically 

designed program s – typically spyw are  – it 

is today q uite  sim ple to m onitor th e  prefer-

ences and com m ercial ch oices of users 

w h ich  regularly access th e  Internet. Th e  col-

lection of inform ation relative to online  pur-

ch ase s, em ail m essages w h ich  are  sent and 

rece ived or visited sites allow s k ey inform a-

tion to be  traced; th is inform ation m ay th en 

be  used to identify products to offer to a 

specific user, th ereby aiding th e  counterfe it-

er in m ak ing m ark eting ch oices.

Th e  Internet is not only a preferred sup-

ply ch annel for ph arm aceutical products 

but also for oth er goods w h ich  pose  a h igh  

level of risk  for th e  h ealth  and safety of con-

sum ers, such  as spare  parts for aircraft. 

An article printed in th e  Italian w ee k ly 

m agazine  L’E spresso

67

 reports th e  recent 

spreading of Internet sites dedicated to th e  

sale of counterfe it spare  parts for aircraft 

w h ose  origin is q uite  obscure. Acq uiring 

th e se  spare  parts is as easy as carrying out a 

norm al session of online  sh opping. Th ere  

are  no specific procedures, in fact, designed 

to verify th e  identity of th e  buyer or seller 

and th e  only th ing th at m atters is  im ple-

m enting th e  transaction. Th e  parts on offer 

include  com ponents used in devices for tire  

pressurization, vanes for turbines, propeller 

brak e s and entire  engines – all easily ac-

q uired online. A potential buyer only needs 

to h ave sufficient liq uid funds and all 

ordered parts, along w ith  docum entation, 

w ill be  conveniently delivered to th e  dom i-

cile of th e  purch aser, th ereby attaining sig-

nificant savings.

5.4 Th e  w e ak ne s s  of th e  syste m

Grah am  Satch w ell – an expert in th e  

sector and th e  ch ief executive of a consult-

ing agency for th e  protection of Intellectu-

al Property R igh ts, ProcoSolutions – 

believes th at th e  true  Ach illes h e el of th e  

system  is th e  lack  of regulations at th e  na-

tional and European level. An exam ple is 

reported in h is  2004 book , “A Sick  Busi-

ness”, w h ich  clearly illustrates h ow : 1) th e  

lack  of a com m on European auth ority en-

trusted w ith  m onitoring th e  functioning of 

th e  parallel m ark et

68

 and 2) th e  insufficient 

level of effectiveness of current regulations 

can result in th e  penetration of drugs from  

obscure  sources into th e  distribution sys-

tem .

Alth ough  th e  cited exam ple is not dir-

ectly link ed to counterfe it drugs but refers 

to diverted m edicines, it h igh ligh ts certain 

potential problem s w ith in th e  system .

Th e  case  presented by Satch w ell in-

volved a dispute  betw een a m anufacturing 

com pany and a large  parallel im porter.

Th e  m anufacturing firm  h ad supplied a 
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large  num ber of drugs for H IV treatm ent 

at a h igh ly reduced price  for th e  popula-

tions of French - speak ing Africa. Th e  

products in q uestion w ere  actually sent 

from  Europe  to Africa but th ey never 

reach ed th e  populations in need. O n th e  con-

trary th ey w ere  again sent to Europe  – 

w h ere  th ey w ere  acq uired by a Sw iss com -

pany – after h aving been stored in unh ygien-

ic and inappropriate  conditions

69

. 

Subseq uently, th is com pany sold th e  drugs 

to a parallel im porter and, by m eans of paral-

lel im porting, reach ed th e  UK  m ark et.

D uring th e  course  of th e  trial, certain ele-

m ents of th e  incident w ere  not noted, in-

cluding th e  fact th at th ere  w ere  crim inal 

proceedings link ed to th e  African incident 

as w ell as th e  inadeq uate  storage  conditions 

of th e  goods. Th e  parallel im porter h ad 

com plied w ith  applicable norm s by verify-

ing th at th e  products w ere  pack aged in th e  

m anner req uired for th e  British  m ark et and 

h ad notified th e  com petent auth oritie s of 

th e  im porting of th e se  products.

Th ere  is  no evidence  th at th e  parallel im -

porter w as aw are  of th e  illegal origin of th e  

goods

70

, but it is th is elem ent w h ich  de -

serves greater th ough t. Th e  previously 

noted difficulties regarding th e  possib ility 

th at a purch asing distributor could k now  

th e  actual origin of th e  offered goods are  

again confirm ed in th is case. A significant 

part of th e  distribution ch ain rem ains an-

onym ous and h idden; parallel com m erce  cer-

tainly does not contribute  to creating 

greater transparency. Th e  situation w ould 

certainly not differ if th e  im porter h ad re -

ce ived a stock  of counterfe it drugs rath er 

th an diverted m edicines, alth ough  in th is 

case  th e  origin of th e  products w ould h ave 

been im possible to determ ine; th e  signific-

ant sim ilarity betw een th e  pack aging and 

th e  replicated product itself w ith  re spect to 

th e  original w ould h ave m ade  it difficult to 

identify a counterfe it product.

Th e  sentence  w as not in favor of th e  

m anufacturing com pany’s claim s w h ich  h ad 

sough t a conviction of th e  parallel im port-

er for violation of tradem ark  righ ts. Given 

th at th e  drugs w ere  entered into th e  m ark et 

of th e  m anufacturer in France  before  reach -

ing Africa, th e  Court concluded th at its 

righ ts h ad been exh austed and its claim s 

could not be  adm itted. Th e  reason underly-

ing th e  denial of th e  injunction is of partic-

ular interest. Th e  Court, in fact, stated th is 

claim  could not be  adm itted given th e  im -

possib ility of k now ing th e  origin and trade  

routes of th e se  goods; a favorable sentence  

w ould h ave served as a deterrent for legit-

im ate  trade

71

.

Anoth er exam ple involves North  Am er-

ica, w h ere  certain journalists of D ateline  – 

MSNBC pretended to be  suppliers of coun-

terfe it drugs and attem pted to buy th e se  

products from  Ch ina. Th e  idea of th e  un-

dercover operation w as born follow ing th e  

case  of an Am erican w om an w h o h ad died 

after using counterfe it Procrit.  

Th is drug h elps patients w ith  tum ors by 

providing additional energy for re sisting 

against disease. Given th e  elevated cost of 

th e  m edicine  – 500 dollars for a w ee k ly 

dose  – Procrit is one  of th e  m ost com -

m only targeted drugs by counterfe iters. 

Th e  case  of th e  Am erican w om an illus-

trates a true  penetration of th e  legal distri-

bution ch ain given th at th e  drug h ad been 

acq uired in a local ph arm acy. Subseq uent in-

vestigations on th e  part of law  enforce -

m ent sh ow ed th at som eone  h ad introduced 

th e  counterfe it versions of Procrit w ith in 

an undefined point of th e  distribution 

ch ain

72

. Th ese  investigations discovered 
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th e  existence  of a netw ork  of replicated 

drugs th at w as m anaged by a crim inal in 

Miam i; th e  latter h ad operated undisturbed 

for alm ost a year, selling 11,000 pack ages 

of counterfe it Procrit to national distribut-

ors w h ile generating net profits of circa 28 

m illion dollars.

Th e  D ateline  journalists decided to tak e  

action by creating a report th at docum ented 

h ow  counterfe it drugs could be  sm uggled 

onto US soil. An Internet site  w as created 

for th is purpose; th e  site  advertised th e  exist-

ence  of th e  H ansen Group – a firm  inter-

e sted in im porting ph arm aceuticals, 

particularly Viagra. Sh ortly after th e ir “busi-

ness launch ”, th ey rece ived an em ail from  a 

Ch inese  m anufacturer w h ich  stated th at th e  

latter sold counterfe it goods to US suppli-

ers on a m onth ly basis, adm itting th e  illegal 

nature  of th e se  operations but justifying 

th e  be h avior by th e  h igh  level of attainable 

profits

73

. Negotiations proceeded sm ooth ly 

and th e  journalists m anaged to h ave th e  

com pany send th em  a sam ple; th e  latter w as 

delivered w ith out any problem s. Th e  ex-

ternal q uality of th e  sam ple, including th e  

pack age, w as very h igh ; Pfizer itself, th e  

m anufacturer of Viagra, h ad to im plem ent 

ch em ical analyses in order to reveal th e  

counterfe it nature  of th e  product.

Th e  journalists decided to tak e  th e  m at-

ter even furth er and continued to negotiate, 

eventually placing an order of 1,000 pills. 

Th e  latter reach ed its sh ipping destination 

w ith out any problem s.

Th e  next step involved organizing a 

m eeting w ith  th e  supplier w h o agreed to 

m eet th em  in Ch ina. Th e  conversations re -

corded by th e  journalists yielded w orrisom e  

details. Th e  supplier stated, in fact, th at sh e  

delivered h er products to various regions 

around th e  w orld

74

. Th e  m ost alarm ing 

statem ents concerned th e  q uantitie s of 

goods w h ich  th e  distributor claim ed to be  

able to supply: 6,000 pills per delivery w ith  

a m axim um  of six deliverie s per w ee k , 

th ereby adding up to 30,000 pills per w ee k  

or 120,000 pills per m onth .
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im port licensing and m ark eting auth orization. As th e  regulation of ph arm aceutical products parallel 

im portation is not determ ined at EU level, th ere  is  broad scope  for m em ber states to interpret th e ir ow n 
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43 Satch w ell G, (2005), Prescription im ports could  k ill us, page  6.

44 Th e  batch  identification num ber is assigned by th e  producer in order to be  able to trace  th e  product in case  

of need, e.g. in th e  case  of recall of an entire  batch  of products for safety reasons.
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6. Counte rfe iting and organiz e d crim e

Th e  link s existing betw een counterfe it-

ing and organized crim e  are  today broadly 

ack now ledged. Alth ough  not all acts of 

counterfe iting are  uneq uivocally ascribable 

to large  crim inal organizations, th ere  is  no 

doubt th at a significant portion of counter-

fe it traffick ing is m anaged – at a variety of 

levels – by organized crim e. Th ere  is  th ere -

fore  a grow ing interest in th is activity on 

th e  part of crim inal organizations and an in-

creasing involvem ent of th e  latter. For th is 

purpose, it is useful and particularly interest-

ing to not only note  th e  evolution of th is in-

terest and involvem ent but also specifically 

h igh ligh t th e  reasons underlying th e  latter, 

th ereby illustrating h ow  th e  involvem ent of 

organized crim e  h as affected th e  im plem ent-

ation of practices th at are  ascribable to coun-

terfe iting ph enom ena.

6.1 O rganize d crim e  and 

counte rfe iting

Th e  relationsh ip betw een counterfe iting 

and crim inal organizations is due  to th e  sig-

nificant expansion in th e  areas of interest 

on th e  part of organized crim e  groups. Mod-

ern crim inal groups do not lim it th em selves 

to im plem enting th e  activitie s w h ich  are  tra-

ditionally link ed to th e ir organizations such  

as illegal drug and arm s traffick ing, th e  m an-

agem ent of tenders or extortions. O n th e  

contrary, organized crim inal groups h ave 

gradually started im plem enting various 

types of activitie s w h ich  are  often sim ilar to 

th ose  w h ich  w ere  previously considered eco-

nom ic crim es. Th is area includes th e  found-

ing and m anagem ent of com panies w h ich  

operate  in financial m ark ets or regular 

product m ark ets in order to launder pro-

ceeds deriving from  oth er crim es com m it-

ted by th e  sam e  crim inal group or incom e  

transferred to th e  latter in order to im ple-

m ent th e se  m oney laundering activitie s. 

Th is category also includes counterfe iting, 

an activity w h ich  h as currently reach ed a 

level of expansion th at w as previously un-

im aginable. Th e  involvem ent of organized 

crim e  is one  of th e  factors w h ich  h as 

favored th e  grow th  of counterfe iting and 

h as forced certain elem ents of th e  problem  

– w h ich  w ere  previously scarcely tak en into 

account – to be  view ed under a new  ligh t. 

Th e  appearance  of unscrupulous individu-

als h as, in fact, favored th e  b irth  of a type  

of replication activity w h ich  intends to ex-

ploit all m ark et opportunitie s – even if th is 

im plies m ark eting product categorie s w h ich  

pose  a h igh  level of risk  for th e  h ealth  and 

safety of consum ers.

Th e  de ve lopm e nt of organize d crim e

Th e  expanded interest of organized 

crim e  w ith  re spect to various types of activ-

itie s and th e  developm ent of crim inal or-

ganizations are  closely correlated 

ph enom ena.

Th e  United Nations Convention against 

Transnational O rganized Crim e  (2000) – 

th e  m ost im portant international regulatory 

tool on th is subject -  defines an organized 
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crim inal group as a “structured  group of  th re e  

or m ore persons, ex isting for a period  of  tim e and  

acting in concert with  th e  aim  of  com m itting one or 

m ore serious crim es or offences… in ord er to ob tain, 

d irectly or ind irectly, an econom ic or oth er m aterial 

b enefit”

1

.

Th is m eaning th erefore  encom passe s 

crim inal activitie s th at are  ch aracterized by 

a certain organizational duration w h ereby 

th e  crim inal association is im plem ented in 

order to conduct crim inal acts w h ich  allow  

th e  group to generate  profits. Th e  duration 

of th is association is not defined a priori 

and sh ould be  interpreted as any non-occa-

sional com m itm ent to com m it crim es on 

th e  part of group m em bers

2

. Th e  num eric-

al elem ent of th e  definition serves to create  

a distinction betw een th e  individual crim in-

al w h o m ay be  aided by an accom plice  and 

m ore  com plex organizations w h ich  involve 

m ore  people and th erefore  im ply a greater 

degree  of operational capacity, th ereby pos-

ing a greater th reat to public order.

By com bining th e se  first tw o elem ents 

to th e  pursuit of profit, one  obtains th e  

standard definition for a crim inal organiza-

tion w h ich  th ereby encom passe s m ultiple 

form s of organized crim e. Th is definition 

is valid for a traditional Mafia organization 

th at is structured in a h ierarch ical m anner 

and w h ich  retains a strong connection to its 

territory in addition to a division of roles 

w ith in its organizational structure. At th e  

sam e  tim e, th is definition encom passe s m od-

ern ph enom ena such  as crim inal netw ork s 

w ith  varying structures and w h ich  operate  

in different sectors and territorie s; th e se  

groups are  ch aracterized by th e ir link s w ith  

oth er groups w h ich  th erefore  lead to th e  

loss of rigid h ierarch ie s and th e  strong territ-

orial connection.

Th e  act of com m itting serious crim es in 

order to obtain profits is an additional ele-

m ent link ing th e  various types of crim inal 

organizations; th is elem ent is com m on to 

both  crim inal groups th at are  ch aracterized 

by m ore  traditional organizational struc-

tures as w ell as th ose  w ith  international and 

transnational scope

3

.

H aving outlined th e  elem ents w h ich  are  

com m on to all organized crim e, th e  devel-

opm ent of th e  latter sh ould now  be  illus-

trated; reference  w ill be  m ade  to th e  

expansion of th e  range  of crim inal activit-

ie s as w ell as th e  m odern operational m eth -

ods of organized crim e.

O rganized crim e  supplies a range  of ser-

vices to potential custom ers and, from  th is 

point of view, does not significantly differ 

from  a norm al entrepreneurial venture. 

Traffick ing on th e  part of th e se  groups is 

e ssentially link ed to th e  existence  of de -

m and for illegal goods and services; it is th e  

actual evolution of th is dem and

4

– or rath er 

ch anges in th e  object of th e  latter – w h ich  

is  one  of th e  factors causing th e  ch ange  in 

crim inal structures. Th e  traditional Mafia-

type  organization – w h ich  is  link ed to its 

territory and w h ich  exercise s pressing con-

trol over th e  entitie s in its territory by 

m eans of intim idation and extortion tactics 

– h as gradually expanded to include  new  

opportunitie s deriving from  th e  globaliza-

tion of m ark ets and th e  w idespread distri-

bution of tech nologies. Th is grow th  h as 

also involved alliances w ith  oth er types of 

crim inal groups or w ith  groups operating in 

oth er countrie s.

Th e  developm ent of new  profit oppor-

tunitie s th at are  considerably m ore  lucrative 

com pared to th e  traditional m anagem ent 

of gam bling activitie s or public tenders or 

extortion activitie s h as revealed a ch am ele-

on-lik e  elem ent w ith in th e se  crim inal 
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groups: during th e  course  of th e  19 70’s, 

th e se  organizations underw ent a com plete  

transform ation.

Narcotics, w eapons and contraband 

products w ere  goods ch aracterized by elev-

ated dem and w h ose  com m erce  generated 

significant revenues for crim inal organiza-

tions. Th e  appearance  of th e se  products, 

h ow ever, req uired a transform ation on th e  

part of th e se  groups, an adaptation to a 

new  type  of activity and trade. Th e  narcot-

ics trade  is one  of th e  m ilestones in th e  evol-

ution of structural relationsh ips w ith in th e  

Sicilian Mafia, for exam ple; th e  latter initi-

ated a serie s of alliances w ith  crim inal organ-

izations from  oth er countrie s in order to 

create  a division of labor and to subdivide  

th e  m ark et, th ereby attaining greater opera-

tional efficiency and m axim izing profits

5

.

Th e  underlying reasons for th is trans-

form ation are  link ed to th e  nature  of th e  

traded good w h ich  is  often produced or loc-

ated in a location th at is different and dis-

tant from  its com m ercial destination. Th is 

is  true  for both  drugs and arm s traffick ing 

but is, unfortunately, also an elem ent ch arac-

teristic of h um an traffick ing. In order to 

m anage traffick ing across different areas of 

th e  globe, th e  crim inal group e stablish e s alli-

ances w ith  oth er organizations, subdividing 

operational task s and creating an actual illeg-

al production/distribution ch ain

6

. A h ier-

arch ical structure  th at is link ed to a specific 

territory w ill m ost lik ely not be  able to im ple-

m ent th e se  task s in an optim al m anner; crim -

inal groups h ave th erefore  not only been 

internationalized but h ave also initiated a 

“transnationalization” of th e ir activitie s. 

Th e  existing new  synergie s not only guaran-

tee  optim al logistics but also provide  th e  op-

portunity to m ark et various goods by 

utilizing th e  sam e  m eth ods and, m ost lik ely, 

th e  sam e  trade  routes. Th ese  crim inal 

groups are  also interested in th e  facilitation 

of th e  distribution process due  to th e  influ-

ence  w h ich  th ey are  capable of exerting on 

“m onitoring” entitie s by m eans of corrup-

tion and intim idation. Th ese  “operations” 

are  obviously easier for a crim inal group 

th at is rooted in th e  specific territory of 

transit or destination due  to th e  contacts 

and connections of such  a group, th ereby 

m ak ing synergie s even m ore  advantageous.

Th e  transform ation of organized crim e  

groups rece ived an additional boost from  

th e  internationalization of m ark ets and th e  

econom y. Th e  global m ark ets for goods as 

w ell as th e  financial m ark ets h ave re sulted 

in a gradual w eak ening of national borders 

w h ich  w ere  previously a serious obstacle 

for th is globalization process. Even in th e  

case  of geo-political areas th at w ere  not 

subject to th e  level of integration attained 

in th e  European continent, regulations in-

volving rigid controls over com m ercial and 

financial flow s across borders h ave h ad to 

adapt to th e  dictates of international trade  

and th e  significant com m ercial and finan-

cial flow s generated by th e  latter. Th is w as 

necessary in order to not m iss th e  “globaliz-

ation train” and risk  be ing cut off from  an 

unprecedented expansion of opportunitie s 

and w ealth .

Crim inal organizations h ave m anaged to 

se ize  th e  opportunitie s inh erent in th is glob-

al transform ation – m aybe  even m ore  th an 

national governm ents and th e ir populations 

– and h ave displayed a surprising level of 

adaptability to th e  new  status q uo, occasion-

ally even preceding national legal system s in 

th is area. Th is h as allow ed th em  to develop 

a significant com petitive  edge  and govern-

m ents are  today still unable to plan and im -

plem ent accom plish ed and effective 
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com m on strategie s for com bating a crim e  

w h ich  is  increasingly delocalized and global-

ized. Th e  advent of new  tech nologies and 

th e  Internet – in th e  form  of a gigantic “vir-

tual m ark et” – h as furth er h igh ligh ted th e  de -

creasing im portance  given to th e  concepts 

of border and com m ercial barriers, th ereby 

allow ing for rapid exch anges of inform a-

tion betw een distant partie s and guarantee -

ing a sort of anonym ity for th ose  operating 

be h ind a PC screen. 

Th is is  th e  new  face  of organized crim e  

– increasingly sim ilar to a transnational com -

m ercial com pany com bining rigid h ierarch -

ie s and territorial rooting w ith  flexible 

structures th at are  easily adaptable to ch an-

ging circum stances. Com m ercial specializa-

tion h as been repudiated in favor of th e  

sim ultaneous trade  and supply of different 

categorie s of illegal goods and services

7

. 

Th e  inte re st of organize d crim e  in 

com m itting and m anaging 

counte rfe iting crim e s

According to th e  reasoning underlying 

th e  com m ercial expansion of operations on 

th e  part of organized crim inal groups, coun-

terfe iting could initially be  presented as one  

of th ose  illegal activitie s w h ich  are  h istoric-

ally link ed to contraband crim es. A brief ana-

lysis relative to th is category of crim e  yields 

certain fundam ental elem ents w h ich  aid in 

understanding th e  reasons underlying th e  in-

terest of organized crim e  in counterfe iting.

A study conducted by FIA  International 

R esearch  LTD in 2001 – w ith  reference  to 

US national territory – analyzes th e  prob-

lem  of counterfe iting from  th e  point of 

view  of th e  re sponse  of organized crim e  to 

th e  dem and for contraband products exist-

ing w ith in a spatio-tem poral environm ent. 

Th is perspective illustrates h ow  counterfe it-

ing is link ed to oth er form s of sm uggling 

as w ell as oth er illegal traffick ing th at is 

m anaged by th e  sam e  crim inal group. Th is 

traffick ing utilizes sim ilar trade  routes and 

is based on th e  globalization of trade  flow s. 

It also re -proposes and confirm s th e  vision 

of organized crim e  groups w h ich  are  dedic-

ated to offering illegal goods and services 

th at are  in dem and w ith in a territory by pro-

ducing, collecting and transferring, if neces-

sary, th e se  goods and services to anoth er 

location.

Th e  existence  of dem and for illegal 

products is th e  foundation from  w h ich  con-

traband m ark ets are  born. Th is dem and is 

generated – in a m ajority of cases – by th e  

req uest for a good w h ich  is  not available 

th rough  legal distribution ch annels or as a 

re sult of th e  price  difference  betw een a 

good offered by auth orized retailers com -

pared to th at attainable th rough  illegal ch an-

nels. Th is price  differential m ay be  due  to 

elevated taxation of th e  good or th e  need 

for m anufacturers to recover investm ents 

m ade  during th e  developm ent and produc-

tion of a specific product.

Th e  com bination of th e se  elem ents – 

th e  existence  of dem and and th e  possib ility 

of offering th e  good at a low er price  – is  

one  of th e  prim ary causes underlying th e  

interest of organized crim e  in th e se  activit-

ie s. W h en considering th e  opportunitie s re -

lating to th is type  of traffick ing, organized 

crim inals also tak e  into account th e  level of 

profitability as w ell as th e  level of risk .

Th e  level of profitability in counterfe it-

ing is significant and is sim ilar to th at 

found in th e  trade  of narcotics – in certain 

cases even h igh er

8

 – but th e  level of risk  in-

volved in th e se  activitie s is  significantly 

low er given th at law  enforcem ent tends to 
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focus less upon th e se  crim es and penalties 

are  less severe.

Th e  low  level of deterrence  w h ich  ch ar-

acterizes num erous legal system s w ith  re -

spect to counterfe iting crim es and th e  

generally benevolent attitude  of citizens to-

w ards th is type  of traffick ing allow  one  to 

m ore  easily understand th e  b irth  and devel-

opm ent of an interest for th e se  activitie s on 

th e  part of organized crim e.

Th e  logistical m anagem ent involved in 

th e  trading of counterfe it products is also fa-

cilitated by th e  volum e of com m ercial ex-

ch anges betw een countrie s as w ell as th e  

elevated num ber of containers w h ich  arrive  

in ports and com m ercial h ubs each  day

9

. 

By exploiting th e  fact th at custom s auth orit-

ie s of various countrie s can not ph ysically 

ch eck  all goods inflow ing and outflow ing 

from  a national territory

10

 – at least not 

w ith out causing an actual block  in trade

11

 – 

counterfe iters m anage to relatively easily 

transfer large  q uantitie s of counterfe it 

goods.

Th e  volum e of international com m er-

cial trading is not th e  only involuntary ally 

of organized crim e  during th e  latter’s traf-

fick ing of counterfe it goods. Th is traffick -

ing is, in fact, also facilitated by m odern 

logistical m anagem ent of international 

trade  due  to th e  advent of interm odal sh ip-

ping

12

. Th e  increased com plexity of th e  dis-

tribution ch ain as a re sult of interm odal 

sh ipping allow s counterfe iters to m ore  eas-

ily conceal th e  trade  route  of a cargo of 

goods

13

, th ereby transferring th e  goods in 

q uestion th rough  various interm ediary des-

tinations in order to conceal th e ir origin

14

. 

Th ese  interm ediary destinations are  often 

ch osen from  th ose  h ubs w h ich  law  enforce -

m ent auth oritie s do not consider to be  

“h igh  risk ”, th ereby m ak ing th e  origin of 

th e  good appear less q uestionable. Th is cre -

ates additional practical difficulties w h en at-

tem pting to detect counterfe it goods; 

attem pts to rem edy th is problem  h ave in-

volved th e  creation of system s th at are  de -

signed to calculate custom s risk  – relative 

to certain trade  routes or products – or by 

m eans of th e  adoption of com puterized 

custom s m anagem ent system s

15

. Box no. 1 

describes w h at h as been done  in th is field 

by th e  Italian Custom s Agency th at ow ns 

one  of th e  international best practices on 

com puterized custom s risk  m anagem ent. 

Th e  problem  becom es m ore  com plex 

w h en th e  im ported object is not a finish ed 

counterfe it product. In order to evade  bor-

der controls, counterfe iters re sort to a vari-

ety of tech niq ues to disguise  th e  goods – 

by m ixing original and counterfe it 

products, for exam ple

16

 or by using double 

bottom ed transportation m eans. Th e  latter 

tech niq ue  w as used, for exam ple, in th e  

year 2000 w h en a Bulgarian sh ip transport-

ing goods from  Uk raine  and ex-Yugoslavia 

w as inspected; a double bottom  – created 

from  one  of th e  fuel tank s -  w as discovered 

to contain m ore  th an 220,000 pirated CD s 

w h ose  m ark et value w as e stim ated to be  

500,000 dollars

17

.

Th e  practice  of subdividing th e  com -

ponents of a product across several sh ip-

m ents is also w idespread. Consider th e  case  

in w h ich  a cargo of sh irts and counterfe it 

tradem ark s – w h ich  w ill be  placed on th e  

sh irts – are  sh ipped separately or th e  case  

in w h ich  a product is delivered first, fol-

low ed by its pack age

18

. Th e  m anufacturing 

process of th e  counterfe it good is, in th e se  

cases, com pleted after delivery in order to 

subdivide  th e  risk s  involved in sh ipping. If, 

in fact, it is only th e  container containing 

th e  sh irts or products w ith out tradem ark s 
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A be st practice  of com pute rize d custom s’ ris k  m anage m e nt

Th e  project of figh t against counterfe iting – th e  Fully A utom ated  Logical System  A gainst Forgery and  

Fraud  (FALSTAFF) – w ork ed out by th e  Italian Custom s Agency is h inged on a m ultim edia 

database  of original products, w h ich  is  included in th e  inform ation system  of th e  Agency.

Each  producer, m anufacturer or righ t h older applying for custom s protection generates a form  

in th e  database, w h ich  contains several data related to th e  products for w h ich  protection is 

req uested – inform ation on routes and q uantitie s traded, tech nical inform ation for th e  

identification of th e  product, ph otos of th e  tradem ark  and of th e  product itself as w ell as 

pack aging inform ation. 

Custom s officers can q uery th e  database  obtaining real tim e  inform ation and, in case  of an 

application for action, th ey can also refer to th e  support of experts of trade  associations and/or 

q uality certification bodie s for th e  products concerned.

Th e  database  is also integrated w ith  th e  custom s control circuit, th us allow ing for th e  definition 

of furth er risk  profiles w h ich  re sult in corresponding actions aim ed at protecting tradem ark  

righ ts. 

Th e  custom s control circuit perform s a real tim e  analysis of all im port and export declarations 

subm itted to custom s and autom atically redirects th em  to th e  relevant control ch annels m atch ing 

th ose  risk  profiles. Th e  risk  profiles are  elaborated also on th e  basis of param eters indicated in 

th e  form s subm itted by righ t h olders to th e  Agency. 

Th e  im plem entation of th e  system  is one  concrete  and positive  step undertak en by th e  Italian 

Custom s Agency to m eet som e  of th e  m ost urgent needs re sulting from  th e  First World 

Congress on th e  Figh t Against Counterfe iting: identifying th e  h igh e st possible num ber of 

counterfe it products and counterfe iting strategie s; and tak ing th e  fastest possible actions in th e se  

re spects. Th ese  task s are  ach ievable only th rough  th e  adoption of electronic m eans. 

FALSTAFF w as aw arded in 2005 th e  H onor Mention in th e  eEurope  Aw ards, European O scar 

for th e  better initiatives related to eGovernm ent, h eld in Manch ester. Th e  m otivation w as th at 

FALSTAFF constituted an innovative and am bitious project aim ed at com bating th e  

counterfe iting ph enom enon w ith in th e  European Union single m ark et. It could as w ell represent 

an excellent exam ple to be  follow ed by th e  oth er European custom s agencie s as w ell as to 

im prove th e  efficacy of cooperation am ong th e  EU m em ber states.

Source : Italian Custom s Agency, w w w.agenziadogane.it

th at is intercepted, th e  cargo w ill not be  

se ized during custom s controls and th e  loss 

w ill only involve a part of th e  good itself; in 

th e  case  of th e  abovem entioned exam ples, 

th is loss w ould include  th e  counterfe it trade -

m ark s or th e  pack ages subject to sub -

seq uent sh ipping.

In th e  th ird edition of its report on 

link s betw een counterfe iting and organized 

crim e, th e  Union d es Fab ricants illustrates a 

few  exam ples relative to th e  logistical m an-

agem ent of counterfe it product traffick ing; 
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th e se  exam ples are  very useful as practical il-

lustrations of th e  types of concealm ent 

noted above

19

. O th er exam ples h ave been 

provided by th e  Italian Custom s Agency.

• In July 2006 th e  Italian custom s and th e  

Guardia di Finanza intercepted various 

tons of counterfe it Louis Vuitton 

products, w h ose  com m ercial value w as 

e stim ated in circa 15 m illion Euro. Th e  

m erch andise  originated from  Ch ina and 

w as directed to Italy, Greece, Croatia 

and Montenegro.

• In July 2005 th e  Italian Guardia di Fin-

anza se ized a container w ith  15 tons of 

counterfe it toys. Th e  container origin-

ated from  Ch ina and passed th rough  

H ungary before  be ing intercepted at th e  

border Italian – Slovenian border, trans-

ported by a truck .

• In Septem ber of 2003, alm ost 15,000 

counterfe it glasse s – w ith  an e stim ated 

value of 1,262,650 Euro -  w ere  se ized in 

th e  port of R oissy. Th e  cargo originated 

from  th e  port of D ubai and w as en 

route  to Abidjan.

• In D ecem ber of 2003, custom s officials 

in R oissy carried out anoth er im portant 

se izure. In th is case, alm ost 245,000 coun-

terfe it labels of fam ous brands such  as 

Lacoste, Tim berland, Nik e  and Eck o 

w ere  discovered. Th e  origin of th e  sh ip-

m ent w as H ong K ong and th e  goods 

w ere  en route  to Morocco.

• O perations on th e  part of French  cus-

tom s auth oritie s h ave ascertained th at 

European countrie s such  as Germ any 

and Finland serve as transit points for 

counterfe it goods produced in Ch ina 

w h ose  final destination is th e  R ussian 

m ark et. 

In addition to th e  ch aracteristics out-

lined above, a counterfe it product also 

presents oth er benefits for organized crim e. 

O ne  of th e se  ch aracteristics is  th e  relatively 

low  level of appre h ension w h ich  th is type  

of illegal activity generated up until re -

cently. Given th at th is activity w as initially 

perce ived as associated only to luxury 

goods, th e  traffick ing of replicated goods 

did not generate  sufficient concern to w ar-

rant incisive  action on th e  part of law  en-

forcem ent officials. Th e  advent of 

organized crim inal groups m anaging th e se  

activitie s h as, h ow ever, m ultiplied th e  num -

ber of goods subject to unauth orized replic-

ation, th ereby leading to th e  previously 

described “evolution” of counterfe iting 

and its transform ation into a large  scale 

trade

20

. Increasing evidence  of th e  pres-

ence  of counterfe it goods -  w h ich  are  po-

tentially h arm ful to th e  h ealth  and safety of 

consum ers – in th e  m ark et h as disow ned 

th e  idea th at counterfe iting is a “victim less 

crim e”. In addition, th e  significant potential 

for intim idation and corruption on th e  part 

of organized crim e  h as facilitated th e  ex-

pansion of traffick ing in replicated 

products as w ell as th e  opportunity to offer 

th em  w ith in norm al sales ch annels, th ereby 

also reach ing unconscious consum ers.

Illegal trading w h ich  is  both  h igh ly prof-

itable and presents low  levels of risk  is  cer-

tainly appealing to organized crim e. Th is 

appeal is enh anced by th e  relative logistical 

sim plicity of th e  com m erce  itself, th e  w ide -

spread distribution of tech nologies w h ich  

allow  for a faith ful reproduction of th e  

product and th e  possib ility of exploiting ex-

isting trade  routes and synergie s th at w ere  

previously created by various groups m an-

aging oth er types of illegal trade

21

. Th e  

com bination of th e se  ch aracteristics en-

sures th at counterfe iting is an opportunity 

th at m odern organized crim e  w ill not fail to 

exploit

22

.
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6.2 Counte rfe iting as  an ille gal 

activity of crim inal groups

Th e  m odern version of counterfe iting is 

included am ongst th e  category of “in-

terests” of organized crim e  and is m anaged 

by th e  sam e  groups involved in oth er types 

of traffick ing

23

. In addition, it serves as an 

im portant instrum ental tool for th e  crim in-

al group given th at it allow s th e  latter to 

m ore  easily launder th e  proceeds from  oth -

er crim es and is itself a significant source  

of liq uid funds. Th ese  funds m ay sub -

seq uently be  re - invested into oth er illegal 

trades or oth er “interests” of th e  organized 

crim e  group.

Manage m e nt of production and 

distribution

A potential starting point for an analysis 

of th e  crim inal m anagem ent of counterfe it-

ing activitie s m ay again be  traced back  to 

th e  current scale of th e  ph enom enon – 

both  in term s of production as w ell as distri-

bution of counterfe it goods. Th e  broad 

scale of th e  ph enom enon, th e  econom ic re -

sources th at are  utilized, th e  capacity to 

evade  controls and penetrate  th e  m ark et by 

m eans of various system s, as w ell as th e  ex-

perience  derived from  specific cases, sup-

port and leave little doubt w ith  regards to 

th e  strong level of involvem ent of organ-

ized crim e  during th e  m anagem ent of coun-

terfe iting activitie s.

Before  analyzing th is topic, h ow ever, it 

is im portant to note  th e  existence  of coun-

terfe iting activitie s on a sm aller scale. Th is 

type  of counterfe iting is definitely not close  

to disappearing and suggests th e  existence  

of w h at could be  defined “crim es of oppor-

tunity”, i.e. a crim e  w h ich  re sorts to counter-

fe iting but could eq ually w ell h ave re sorted 

to retail drug selling and is th erefore  not 

dedicated to any type  of traffick ing in a 

stable m anner. It is th is elem ent w h ich  dif-

ferentiates th is type  of crim e  from  th ose  

com m itted by large  and m ore  h ierarch ical 

organizations th at are  firm ly involved in th e  

m anagem ent of various types of traffick -

ing. In th e  first case, th e  organizations are  

significantly sm aller and indiscrim inately re -

sort to various types of crim inal activit-

ie s

24

; th ey m ay also be  used, h ow ever, by 

larger organizations as th e  final endpoint 

for th e  distribution of illegal goods

25

. 

Th e ir existence  sh ould, h ow ever, be  tak en 

into account in order to avoid th e  associ-

ation, “counterfe iting = large  scale organ-

ized crim e, alw ays and in all cases”. Th ere  

is  no doubt, h ow ever, th at th e  penetration 

of replicated goods of all types and in signi-

ficant q uantitie s suggests an entrepreneurial 

organization for th e  production and distri-

bution of th e se  goods. Th ese  tw o ph ase s 

can only be  im plem ented on large  scales 

w ith  th e  availability of significant am ounts 

of capital and strong organizational link s 

betw een partie s operating across different 

locations. Counterfe iting activitie s m ore  re -

lated to luxury goods on a re stricted scale 

and of low  q uality, typical of th e  years 

betw een 19 60 and 19 70, w as progressively 

flank ed by industrial scale counterfe iting, 

w h ich  later re sulted in better q uality of th e  

so called “fak e s”. From  low  q uality fak e s 

th ey becam e  good and very good fak e s and 

th e  very low  q uality level of counterfe iting 

is now  alm ost disappeared. Even th is sh ift 

in product q uality indicates th at th e  produc-

tion structure  be h ind th e  ph enom enon 

sh ould be  efficient and organized.

Th e  production ph ase  in m odern coun-

terfe iting is clearly different from  th at im -
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Vulne rability of th e  Europe an Ph arm ace utical s e ctor w ith  re spe ct to 

organize d crim e

An interesting study conducted by th e  Institute  for International R esearch  on Crim inal Policy 

analyzes th e  vulnerability of th e  European ph arm aceutical sector w ith  re spect to penetration on 

th e  part of organized crim e.

An elevated level of vulnerability w as noted, for exam ple, in certain elem ents of th e  m ark et such  

as th e  nature  of th e  product, th e  conditions for entry in th e  sector and alternative m ark ets.

W ith  regards to th e  nature  of th e  product, th is vulnerability is due  to a variety of pre - existing 

causes: product integrity, defined as th e  relative ease  w ith  w h ich  th e  product could be  

m anipulated; product m obility, defined as th e  possib ility of transporting th e  good to different 

locations and m ark eting it; product elasticity, referring to th e  freq uency w ith  w h ich  th e  dem and 

curve for a product m ay ch ange; product differentiation, defined as th e  relative sim plicity w ith  

w h ich  a copy of th e  original could be  m ade; and th e  value stability of th e  product. For th is 

purpose, ph arm aceutical products are  particularly vulnerable to penetration by organized crim e  

given th at th ey are  easily m odified and are  not difficult to transport due  to th e ir reduced size. In 

addition and from  a strictly econom ic perspective, th ey can be  considered non-superfluous 

products w h ich  are  th erefore  not subject to ch anges in th e ir e ssentially rigid dem and curve. At 

th e  sam e  tim e, th ey retain th e ir value over tim e  w h ile th e  w idespread distribution of tech nology 

allow s for very sim ilar replicas to be  m ade.

Th e  conditions for m ark et entry and trade  m anagem ent are  also h igh ly vulnerable to penetration 

on th e  part of organized crim e. Th ese  factors are  analyzed in reference  to current legislation and 

m ark et ch aracteristics. Legislation w h ich  regulates th e  m ark et entry of new  operators and th e  

im plem entation of trading are  susceptible to criticism  w ith  re spect to th e ir level of q uality. 

According to th e  study in q uestion, th is criticism  is due  to th e  presence  of overly tech nical term s, 

rendering com pre h ension difficult for th e  partie s th at are  entrusted w ith  controls; th is situation 

is furth er aggravated by th e  advent of th e  single m ark et given th at legislation in th is sector h as 

not been h arm onized. In addition, certain econom ic ch aracteristics of th e  ph arm aceutical m ark et 

facilitate  th e  penetration of organized crim e  – in particular, th e  oligopolistic nature  of th is 

m ark et and th e  strong com petition w ith in it.

Finally, th e  existence  of an irregular m ark et – and th e  possib ility th at crim inal organizations 

utilize  th e  latter in order to m ark et counterfe it drugs – is  an additional elem ent of vulnerability 

w ith in th e  ph arm aceutical sector. A large  variety of ph arm aceutical products is, in fact, present 

in th is m ark et, ranging from  antib iotics to th e  so-called lifestyle drugs and anabolic products. 

Th e  irregular m ark et also guarantees anonym ity for purch asers, a ch aracteristic w h ich  m ay be  

appealing in th e  case  of buyers w h o are  interested in acq uiring drugs w ith out m edical 

prescription or anabolic or lifestyle drugs.

Source : Vander Be k en T., (2007), Th e E uropean ph arm aceutical sector and  crim e vulnerab ilities, Institute  

for International R esearch  on Crim inal Policy. 
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plem ented in th e  past due  to th e  abandon-

m ent of prior m eth ods. Th e  m odern ver-

sion is, on th e  oth er h and, ch aracterized by 

th e  h igh  volum e of produced q uantitie s, 

th e  size  of som e  of th e  discovered produc-

tion sites, th e  significant level of tech no-

logy used during production and th e  overall 

entrepreneurial m anagem ent. Each  of th e se  

elem ents illustrates a transcendence  of th e  

previous version of counterfe iting and 

dem onstrates th e  availability of large  q uantit-

ie s of capital th at are  allocated for th e se  

activitie s.

Crim inal organizations – aw are  of th e  

significant profits th at are  attainable – h ave 

invested in developing th is activity and h ave 

transform ed th e  latter into a real m ass pro-

duction industry th at is capable of supply-

ing conscious consum ers and dece iving 

unconscious ones. Box no. 3 illustrates just 

a few  of th e  exam ples relative to successful 

police  operations th at sh ow  th e  scale of th e  

problem . Th e  illustrated cases refer to differ-

ent types of products, including ph arm aceut-

icals, and sh are  th e  com m on ch aracteristic 

of involving large  q uantitie s of goods.

Such  a large  scale of production is sup-

ported by th e  grow ing distribution of 

h igh ly advanced tech nologies w h ich  allow  

for m ore  rapid – and, in particular, accurate  

– replication of originals. W ith  regards to 

th e se  tech nologies, th e  Union d es Fab ricants re -

ported th e  discovery of production sites in 

countrie s such  as Ch ina, Th ailand, Turk ey 

or R ussia w h ich  w ere  eq uipped w ith  signific-

antly advanced m anufacturing tools th at, des-

pite  th e  elevated costs, are  available to 

counterfe iters

26

. 

It sh ould also be  noted th at th e  out-

sourcing of production provides an addition-

al opportunity for counterfe iters to 

im prove th e  production ph ase. O nce  th e  

com plicity of th e  delocalized producer is 

ensured, it w ill be  possible to produce  

q uantitie s of goods th at exceed th e  re -

ce ived job order am ounts

27

 by utilizing th e  

sam e  production tools th at are  available to 

th e  party ow ning th e  intellectual property 

righ ts. In th is w ay, an additional advantage 

is attained: ow nersh ip of a good w h ose  

q uality is basically identical to th at of th e  

original good

28

.

In addition, th e  previously noted ex-

am ples relative to concealm ent tech niq ues, 

particularly th e  use  of different sh ippings 

for different com ponents of a product, il-

lustrate  a significant level of organization 

and interconnections betw een groups oper-

ating in different and very distant locations. 

According to th e  Union d es Fab ricants, th e  

m ajority of counterfe it products w h ich  are  

m ark eted w ith in th e  EU originate  from  

sources outside  th e  EU, specifically Ch ina, 

Th ailand, Morocco or Turk ey. Th e  EU it-

self is, h ow ever, a very active production 

center for a range  of replicated products. 

Countrie s such  as Italy or Portugal, for ex-

am ple, are  often associated w ith  th e  coun-

terfe iting of cloth ing item s w h ile Spain and 

Italy are  th e  countrie s th at are  m ost h igh ly 

associated w ith  th e  production of fak e  

spare  parts for autom obiles

29

. Th ese  

products are  not only intended for dom est-

ic m ark ets but are  also exported; as a re sult, 

th e  EU com m unity is an im portant stra-

tegic area for th e  sale, production and trans-

it of counterfe it goods. 

Th e  final ph ase  of th e  distribution pro-

cess – w h en th e  product reach e s th e  con-

sum er – is  also structured in a variety of 

w ays and illustrates different types of adop-

ted solutions w h ich  often depend upon th e  

nature  of th e  m ark eted counterfe it good 

and th e  type  of consum er w h ich  th e  illegal 
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BO X 3

Exam ple s  of th e  law  e nforce m e nt re sponse  to counte rfe iting

• In th e  m onth  of January alone in th e  year 2007, 6,000 liters of counterfe it oil and alm ost 

148,000 cloth ing item s and 700,000 DVD’s w ere  se ized in th e  Italian national territory.

• In Novem ber 2006, th e  Italian Guardia di Finanza discovered a laboratory in th e  province  of 

R om e  w h ich  w as involved in th e  production of counterfe it cosm etics and perfum es of 

various brands. Th e  operation led to th e  se izure  of 600,000 pack ages.

• In Septem ber 2006, th e  Anti-Fraud service  of th e  Italian custom s togeth er w ith  th e  Guardia 

di Finanza operating at Fium icino airport se ized 1,500,000 counterfe it cloth ing item s sh oes 

com m ercial value w as e stim ated in m ore  th an 1,5 m illion Euro. 

• In D ecem ber of 2004, French  auth oritie s se ized 258 rolls of counterfe it fabric reproducing 

th e  Louis Vuitton brand. Th e  total length  of th e  se ized fabric w as 9 ,405 m eters, sufficient to 

create  m ore  th an 28,000 fak e  w allets and m ore  th an 18,000 counterfe it bags.

• Again in D ecem ber 2004, oth er im portant se izures w ere  carried out in France. Th e  first 

involved m ore  th an 9 4,000 counterfe it felt anim als w h ich  w ere  not in com pliance  w ith  

currently effective safety standards, w h ile th e  second involved m ore  th an 10,000 cloth ing 

item s reproducing counterfe it tradem ark s. Th e  latter originated from  Spain and w ere  en route  

to th e  Italian and French  m ark ets.

• D uring th e  sum m er of 2004, a significant q uantity of counterfe it and non-sterile contact 

lenses w h ich  w ere  intended for th e  legal m ark et w ere  se ized. 

• In January 2000, Germ an police  se ized 500,000 pirated CD’s th at w ere  produced in Uk raine  

and w ere  en route  to Uruguay.

• 16 people w ere  ch arged and 1,500 tablets of Stam ina R x – a com pound w h ich  w as 

considered a natural aph rodisiac -  w ere  se ized in th e  operation “D o- it-Yourself Ph arm acy” 

initiated by ten Italian national Italian district attorney offices.

Sources: Confesercenti, (2007), Contraffazione e  crim inalità inform atica (Counterfe iting and  IT crim es), 

TEMI – Centro Studi e  R icerch e  sulla Legalità e  Crim inalità Econom ica; W IPO , (2004), W IPO  

National Sem inar on Intellectual Property for Faculty Mem b ers and  Stud ents of  A jm an University; Union des 

Fabricants, (2005), R apport contrefaçon &  crim inalité organisée, 3em e  edition; Italian Custom s Agency, 

undistributed m aterial.

product targets. In cases involving th e  offer 

of types of goods w h ich  do not pose  risk s 

for public h ealth  and safety – such  as pir-

ated CD s or m ost cloth ing item s – and if 

th e se  are  intended to target a conscious con-

sum er, it is in fact possible th at th e  counter-

fe iters, as previously noted, w ill resort to 

street trading; th is m ay also be  im plem en-

ted by m eans of sm all crim inal groups in-

volved in th e  retailing of illegal goods.

W ith  regards to th is type  of product, 

th e  ch oice  of a m ark eting m eth od m ay 

ch ange  if th e  targeted consum er ch anges. 

If th e  crim inal group plans to target and 

truly dece ive  unconscious consum ers, th e  

goods in q uestion m ust be  entered into th e  

legal distribution system . Th is entry m ay oc-

cur th rough  several stages. It is, in fact, pos-
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sible th at th e  replicated goods are  delivered 

to a retailer w h o m ay be  obliging or even a 

m em ber of th e  organization

30

 th at is entrus-

ted w ith  selling th e  goods. Th ere  are, 

h ow ever, cases involving counterfe it 

products w h ich  w ere  discovered in stores 

m anaged by ow ners w h o w ere  in good faith  

and w h o h ad been dece ived by th e  counter-

fe iters.

Anoth er particular m eth od w h ich  is  

prim arily link ed to th e  territorial presence  

of Mafia- style crim inal organizations in-

volves forcing th e  retailer to offer counter-

fe it products. In certain cases, th is m eth od 

h as replaced th e  req uirem ent of a “protec-

tion m oney fee” and is based on intim ida-

tion tactics w h ich  generate  fear on th e  part 

of retailers w ith  re spect to th e  crim inal or-

ganization and prevents th em  from  react-

ing

31

. In oth er cases th at are  not directly 

link ed to th e  replacem ent of th is “protec-

tion m oney fee”, th e  retailer is sim ply 

th reatened and intim idated in order to 

force  th e  sale of replicated goods

32

. 

If th e  counterfe it product poses a risk  

for th e  h ealth  and safety of consum ers

33

, 

th e  crim inal group w ill attem pt to penetrate  

th e  legal system  at a h igh er level by operat-

ing as an actual distributor. Th is type  of m ar-

k et entry provides additional benefits for 

th e  counterfe iter given th e  possib ility of 

m ark eting significant am ounts of non-origin-

al goods to retailers th at are  attracted by th e  

low  cost of th e  products

34

.

Finally, th e  level of com m ercial access 

offered by th e  Internet as a m eeting point 

for supply and dem and sh ould be  noted, in-

cluding th e  creation and distribution of actu-

al catalogs prom oting counterfe it goods

35

.

A h igh  level of organization is also no-

ticeable not only in th e  production process 

but also w ith in th e  distribution ph ase  for 

th e  counterfe it product, providing addition-

al evidence  of th e  involvem ent of organ-

ized crim e  in th e  m anagem ent of th e se  

types of illegal traffick ing. Th e  involvem ent 

of transnational organized crim e  h as en-

dow ed counterfe iting w ith  a surprising level 

of elasticity and re sponse  capacity. Th e  lat-

ter allow s for rapid re sponses to ch anges in 

product dem and as w ell as increases in 

levels of risk  in certain locations.

R esponses to such  ch anges often in-

volve rapid ch anges in utilized distribution 

routes and interch anges betw een m ark eted 

products. O ne  reported case  even involved 

a full CD  production plant – m anaged by 

Ch inese  organized crim e  in H ong K ong – 

w h ich  w as dism antled and rebuilt in 

Paraguay

36

. D espite  th e  fact th at each  coun-

terfe it product – due  to its origin – h as cer-

tain “types” of distribution ch annels, th e  

netw ork  of connections used by counter-

fe iters to conceal th e  origin of th e  good 

and link ing th e  various countrie s of transit 

does not h ave a fixed structure  but m ay 

ch ange, depending on th e  presence  of 

m ore  or less strict controls in certain areas 

versus oth ers

37

. In addition, th e  existence  

of trade  routes and concealm ent tech -

niq ues – th at w ere  previously used w ith  suc-

cess for oth er types of traffick ing, such  as 

narcotics – allow s counterfe iters to utilize  

consolidated distribution ch annels

38

 and to 

use  th e  sam e  com m ercial route  to transport 

different types of goods – “Contraband 

activitie s also enh ance  th e  capabilitie s of ex-

isting sm uggling ch annels and assist in th e  

launch ing of new  ones. Th at is, th ey facilit-

ate  th e  ability of organized crim e  groups to 

diversify th e ir lines of business. Th ey can 

use  th e  sam e  netw ork s to steal and distrib -

ute  a variety of products and th us be  m ore  

re sponsive  to current contraband dem ands 
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(...) Th e  Italian Mafia also use s its infrastruc-

ture  to h andle a variety of illegal goods. 

First developed to h andle untaxed cigar-

ettes, it w as subseq uently used to sm uggle 

narcotics"

39

– th ereby re sponding to 

ch anges in dem and and dece iving controls 

on th e  part of law  enforcem ent officials.

A diagram m atic representation of th e  po-

tential trade  routes used by counterfe iters 

h as been created by Europol. Th is diagram  

also illustrates connections betw een crim in-

al groups operating in various countrie s.

Crim inal m anage m e nt of 

counte rfe iting

Th e  link  betw een counterfe iting and oth -

er crim es com m itted by organized crim e  is 

not lim ited to sh ared trade  routes and con-

cealm ent m eth ods or th e ir potential inter-

ch angeability. Box no. 4 illustrates cases 

w h ere  th e  partie s involved in th e  produc-

tion or traffick ing of replicated goods w ere  

also im plicated in oth er types of traffick ing 

or illegal activitie s, th ereby furth er confirm -

ing th e  involvem ent of organized crim e  in 

th e  m anagem ent of such  operations as w ell 

as th e  strategic role of th e  latter. 

Given th e  h igh  level of profitability and 

th e  low  levels of risk , counterfe iting serves 

a dual function for th e  organized crim inal 

group: a source  of financing for oth er illeg-

al activitie s and a tool to launder proceeds 

derived from  various crim es

40

 

Money flow s link ing counterfe iting to 

oth er types of illegal traffick ing involve a 

variety of connections; th ere  are  cases in 

w h ich  th e  proceeds from  oth er crim es are  
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used to finance  counterfe iting and cases 

w h ere  th e  opposite  h as occurred. Th is 

double connection can also be  illustrated, 

for exam ple, in reference  to certain cases in-

volving th e  traffick ing of narcotics. In 

2003, local auth oritie s in Th ailand dis-

covered and block ed a trade  of counterfe it 

goods and cannabis w h ere  th e  proceeds 

from  th e  latter w ere  re - invested in th e  ac-

q uisition of replicated goods intended for 

th e  French  m ark et. A sim ilar case  occurred 

a year earlier in th e  USA w h ere  investiga-

tions relative to drug traffick ing h igh ligh ted 

th e  fact th at th e  sam e  crim inal group w as in-

volved in th e  sale of counterfe it goods 

w h ose  production w as, in fact, financed 

w ith  th e  incom e  generated from  drug sales. 

A case  involving th e  opposite  situation oc-

curred in Mexico in 2002: proceeds derived 

from  th e  sale of counterfe it CD s w ere  

m ost lik ely re - invested in drug traffick ing 

and in th e  m anagem ent of prostitution

41

. 

Th e  end re sult is a com plex econom ic 

system  w h ose  goal is often th e  laundering 

of capital derived from  illegal activitie s; th is 

system  connects th e  illegal activitie s of th e  

organization w ith  various “businesse s” and 

crim inal groups. Counterfe it goods are  pro-

duced or acq uired w ith  m oney generated 

from  oth er illegal activitie s exh ib iting a 

h igh  risk  level and are  sold and m ark eted ac-

cording to th e  m odalitie s de scribed above, 

th ereby allow ing th e se  proceeds to be  

laundered by re - investing th e  am ounts in 

activitie s w h ich  are  ch aracterized by low er 

risk s for th e  organization

42

. Th e  econom ic 

and com m ercial connections are  often 

m ore  com plex and tend to link  several crim -

inal groups. If, for exam ple, one  adds th e  

presence  of m inor crim inal groups to th e  
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BO X 4

O rganize d crim e  and counte rfe iting

• In February 2005, French  Auth oritie s identified and arrested th e  m em bers of a crim inal 

organization involved in th e  traffick ing of narcotics betw een France  and Spain. D uring th is 

operation, law  enforcem ent officials also discovered and se ized counterfe it goods, w eapons 

and fak e  credit cards.

• Investigations conducted by th e  D istrict Antim afia Bureau of R om e  in 2005 led to th e  

discovery of an organization involved in th e  im portation of counterfe it goods by m eans of 

forged transportation docum ents. Th is organization w as involved in m oney laundering 

activitie s and system atically resorted to activitie s for transferring and concealing capital.

• In Septem ber 2004, a crim inal organization involved in th e  illegal traffick ing of narcotics – 

particularly h eroine  and cocaine  – w as dism antled in France, m ore  precisely in Pont-Sainte -

Maxence. Follow ing th e  investigations, auth oritie s discovered th at th e  crim inal group h ad 

im plem ented an actual m ark eting effort of illegal goods, selling counterfe it and stolen goods 

along w ith  drugs.

• In O ctober 2001, a police  operation conducted by Czech  auth oritie s along th e  Polish  border 

led to th e  se izure  of significant q uantitie s of pirated CD’s and narcotics.

• In Novem ber of 2000, 22,000 goods labeled w ith  th e  tradem ark  H ead and Sh oulders w ere  

se ized in London from  th e  sam e  areas th at th e  crim inal group used as a center for drug 

traffick ing.

• In D ecem ber 19 9 8, investigations follow ing a rum m aging operation im plem ented by British  

custom s officials w ith in a plant used to produce  a variety of counterfe it goods – cloth ing 

item s, de signer bags, perfum es and ch am pagne of 52 different brands – ascertained th at th e  

ow ner of th e  plant w as involved in a variety of illegal activitie s and w as subseq uently arrested 

for peddling narcotics.

Sources: Union des Fabricants, (2005), R apport contrefaçon &  crim inalité organisée, 3em e  edition; 

CEIPI, (2004), Im pacts d e  la contrefaçon et d e  la piraterie  en E urope, R apport Final; Italian National 

Antim afia Bureau, undistributed m aterials.

previously m entioned exam ple, new  m oney 

flow s m ust be  tak en into account given th at 

th e se  m inor groups control th e  territory 

w h ere  certain final retailers of counterfe it 

goods operate. Th ese  m oney flow s connect 

retailers to th e  m inor crim inal group – by 

m eans of “protection m oney” paym ents -  

as w ell as m inor groups to large  crim inal or-

ganizations. In th e  latter case, th e  m inor 

groups use  “protection m oney” revenues to 

acq uire  narcotics, for exam ple, w h ich  th ey 

can re - sell to retailers in th e ir m ark et of ref-

erence. It th erefore  becom es possible to 

identify th e  sources of black  m oney w h ich  

is  re - invested and laundered th rough  coun-

terfe iting

43

. 

Th e  entry of organized crim e  w ith in 

th e  counterfe iting m ark et h as additional 

conseq uences. O ne  of th e se  involves th e  

use  of m assive  w ork  forces in support of 

th e  significant production volum es th at are  

currently reach ed by crim inal ventures. R e -

gardless of w h eth er production activitie s 
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occur w ith in or outside  th e  EU, w ork er ex-

ploitation is w ide spread and often involves 

m inors. In th e  case  th at th e  product is not 

m anufactured in a European country, coun-

terfe iting is link ed to illegal im m igration 

and h um an traffick ing. Im m igrants or vic-

tim s of th is trade  are  exploited by counter-

fe iters during th e  production and 

distribution ph ase s and are  often forced to 

endure  grueling w ork  sh ifts under poor h y-

gienic and safety conditions. It is often th e  

crim inal organizations th em selves w h ich  

m anage th e  traffick ing of h um an be ings 

th at w ill subseq uently be  used as w ork ers. 

As discovered during th e  course  of a 2002 

investigation relative to pirated m usic CD s 

conducted by th e  Spanish  Civil Guard, part 

of th e  organization w as involved in collect-

ing th e  w ork force  w h ile oth er m em bers of 

th e  crim inal group acq uired th e  CD  burn-

ers and rented apartm ents and basem ents 

to use  as production centers. Th e  w ork ers 

w ere  exploited in a variety of w ays, e ith er 

as sales “personnel” in th e  streets or produc-

tion w ork ers

44

.

Anoth er conseq uence  of th e  entry of 

crim inal groups w ith in th e  m anagem ent of 

counterfe iting is th e  elevated intim idation 

pow er of th e se  organizations; th e  latter of-

ten re sort to violence  in order to ensure  th e  

sm ooth  operation of th e ir “business”. Th is 

intim idation pow er is also used w ith  re spect 

to public auth oritie s, particularly in coun-

trie s w h ere  crim inal groups are  stronger. In 

Malaysia, th e  president of a m unicipal coun-

cil w as subject to death  th reats in 2001 after 

initiating actions against th ose  selling coun-

terfe it Video Com pact D isk s.  In R ussia, 

th e  director of th e  R ussian anti-piracy organiza-

tion  (R APO ) w as subject to a m urder at-

tem pt w h ich , according to evidence, w as 

directly link ed to an operation th at w as con-

ducted several days before; during th is opera-

tion, 117,000 counterfe it DVD s and 

1,060,000 counterfe it bags w ere  se ized. In 

North ern Ch ina, one  of th e  com m anders 

of th e  econom ic investigations unit of th e  

Industry and Trade  Adm inistration w as 

stabbed and k illed in h is  office  by a trader 

of counterfe it liq uors follow ing th e  se izure  

of m ore  th an 1,200 crates of counterfe it li-

q uor from  th is trader during th e  course  of 

an operation conducted by th is com m and-

er

45

. 

Serious death  th reats w ere  also sent to 

th e  h ead of th e  National A gency for Food , 

Drugs A d m inistration and  Control (NAFDAC) 

in Nigeria w h o w as actively involved in 

com bating th e  spread of counterfe it drugs 

in h er country.

In 2003, sh e  w as assaulted w h en driving 

h om e  in h er car by an arm ed gang w h ich  

riddled h er ve h icle w ith  bullets. Several 

m onth s later, h er office  and laboratory 

w ere  burned and several arm ed m en brok e  

into h er h om e  but sh e  fortunately w as not 

present

46

. 

Exam ple s  of ce rtain crim inal 

organizations  involve d in 

counte rfe iting

Th e  m ost w ell-k now n crim inal organiza-

tions w h ich  are  involved in th e  counterfe it-

ing m ark et include  th e  Ch inese  triads, th e  

Japanese  Yak uza, th e  Neapolitan Cam orra 

and th e  R ussian Mafia.

Th e  latter is particularly active in th e  

counterfe iting of m usical CD s, softw are  

and DVD s

47

. 

An investigation conducted in Great Bri-

tain in 2001 revealed th e  existence  of a 

crim inal netw ork  of R ussian origin w h ich  

sim ultaneously m anaged various form s of 
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traffick ing. Th e  significant availability on 

British  soil of counterfe it CD s w ith  R ussi-

an or Eastern European origins h ad 

alarm ed local auth oritie s, leading to th e  initi-

ation of an undercover operation. Th ey dis-

covered th at th e  activitie s of th is crim inal 

group w ere  not lim ited to th e  traffick ing of 

counterfe it products but also involved th e  

trading of arm s, pornograph ic m aterials 

and counterfe it credit cards. Th e  link  w ith  

th e se  types of activitie s convinced th e  Brit-

ish  auth oritie s th at organized crim e  w as in-

volved; subseq uent investigations led to th e  

arrest of several m em bers of th e  organiza-

tion

49

.

Various sources and cases confirm  th e  

active involvem ent of organized crim e  of 

Asian origin. Several years ago, a consider-

able crim inal netw ork  of Asian origin – in-

volved in counterfe iting – w as dism antled 

in th e  region of Madrid, Spain. Th e  opera-

tion in q uestion led to th e  se izure  of 

230,000 CD s and 346 CD  burners in addi-

tion to oth er counterfe it item s as w ell as a 

sum  of 48,000 Euro

49

. 

According to th e  Union d es Fab ricants, th e  

Japanese  Yak uza h ad colonized its re spect-

ive  national m ark et, sh ifting from  th e  m an-

agem ent of large - scale counterfe it trading 

to control over th e  retailing of th e se  

products. In addition, th e  counterfe iting m ar-

k et also serves as an area of alliance  

betw een th e  Yak uza and oth er organized 

crim e  groups of Israeli origin

50

. 

Crim inal organizations of Asian origin 

also appear to be  active w ith in th e  USA. In 

19 9 5, an undercover operation conducted 

by US auth oritie s, in collaboration w ith  th e  

Asian O rganized Crim e  Section of th e  US 

D epartm ent of State, revealed th e  funda-

m ental role played by a K orean crim inal 

group in th e  m anagem ent of significant 

volum es of traded counterfe it products

51

.

A crim inal group of Asian origin also 

m anaged an im portant trade  of counterfe it 

CD s w h ich  w ere  distributed in th e  UK  dur-

ing th e  Ch ristm as period of 2002. Investiga-

tions revealed th at th e  Asian crim inal 

organization exploited Afgh an refugees 

se e k ing asylum  by using th e  latter as a sales 

force  in th e  streets or m ark ets

52

. 

Ch inese  Triads, on th e  oth er h and, m an-

aged a significant am ount of counterfe it 

DVD s in th e  UK  in 2002. Th e  retail distri-

bution ph ase  utilized Ch inese  illegal im m ig-

rants w h ose  entry into UK  territory w as 

planned by th e  crim inal organization itself; 

th e  latter w as also involved in th e  traffick -

ing of h um an be ings from  Ch ina

53

. 

Th e  Ch inese  triads also appear to be  

particularly active on US soil, as illustrated 

by an investigation conducted in south ern 

California in 19 9 5. Th is investigation – 

w h ich  led to th e  se izure  of significant 

am ounts of counterfe it softw are  in addi-

tion to counterfe it security h ologram s pro-

duced in Ch ina – revealed th e  existence  of 

a crim inal group of Ch inese  origin th at h ad 

rooted itself on US soil and h ad strong tie s 

w ith  H ong K ong triads

54

.

Italian crim inal organizations are  also 

particularly interested in th e  traffick ing of 

counterfe it products. W ith  regards to th e ir 

involvem ent, th e  contacts e stablish ed w ith  

th e  Italian National Antim afia Bureau as 

w ell as th e  S.C.I.C.O . (Central Service  for 

th e  Investigation of O rganized Crim e) of 

th e  Italian Guardia di Finanza allow  a m ore  

com plete  inform ational outline  to be  

presented.

Th e  Italian National Antim afia Bureau 

confirm s th e  significant profitability of 

counterfe iting for crim inal organizations; 
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th e  latter consider th e se  activitie s as low  

risk  and profitable investm ents given th e  le-

niency of public opinion w ith  regards to 

th e se  crim es. Im plem ented investigations 

confirm  th at th e  counterfe it goods are  of-

ten sold at a retail level – not only by ex-

ploited im m igrants but also by regular 

retailers w h o acq uire  th e  goods due  to th e ir 

low  costs.

Th e  graph ic sum m arizes th e  crim inal 

proceedings registered w ith in th e  General 

R egistry by th e  D istrict Antim afia Bureaus 

for counterfe iting crim es link ed to th e  

crim es of crim inal association (Article 416 

of th e  Penal Code), crim inal Mafia associ-

ation (Article 416 b is of th e  Penal Code) 

and facilitation of crim inal Mafia  associ-

ation (Article 7 of Law  203/19 9 1). Al-

th ough  th e  w h ole Italian territory is 

affected by counterfe iting activitie s, th e  Cam -

pania region, particularly th e  port of 

Naples, is  specifically active

55

. Th e  Neapolit-

an Cam orra is th e  Italian crim inal group 

th at is m ost interested in th is type  of traf-

fick ing, confirm ing w h at reported also in 

several studie s
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. In particular, th e  Italian 

National Antim afia Bureau believes th at th e  

Cam orra’s interest in counterfe iting can be  

interpreted as an evolution of th e ir previ-

ous activitie s as “m agliari” (“m erch ant 

sw indlers”) and fully included w ith in th e  

grow ing com m ercial expansion of th e  crim -

inal group’s areas of interest. 

Th is crim inal organization often re sorts 

to controlling apparently legal com m ercial 

activitie s th rough  w h ich  it can introduce  

replicated goods, th ereby creating a signific-

ant econom ic-financial w eb  involving a vari-

ety of countrie s – particularly Western 

European countrie s, th e  United States, 

Brazil, Canada and Australia. Th is em bed-

ded financial netw ork  – w h ich  serves as 

confirm ation of th e  elevated organizational 

level and internationalization currently at-

tained by th e  Cam orra – allow s for th e  at-

tainm ent of capital funds w h ich , after 

be ing “cleaned”, can be  re invested in a vari-

ety of different legal com m ercial activitie s, 

th ereby increasing th e  operational capacit-

ie s of th e  organization.

A very particular role is also played by 

im m igrant Ch inese  citizens w h o organize  

th em selves into structures w ith  crim inal 

connotations, th ereby dedicating th em -

selves not only to th e  production and m ar-

k eting of counterfe it goods but also 

facilitating th e  illegal im m igration of th e ir 

fellow  citizens; once  th e  latter reach  Italy, 

th ey are  th en inserted w ith in th e se  produc-

tion and distribution structures. W ith  re -

gards to th e  latter, th e  Italian National 

Antim afia Bureau h igh ligh ts th e  grow ing 

link s betw een Ch inese  crim inal organiza-

tions and th e  Neapolitan Cam orra.

Investigations conducted across th e  

w h ole national territory also confirm  th e  in-

ternational ram ifications of counterfe it 

goods traffick ing and th e  involvem ent of 

th e  sam e  organizations in oth er form s of il-
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legal trading and crim e  m oney laundering 

as w ell as th e  use  of corrupting tech niq ues 

and intim idation in order to force  retailers 

to sell counterfe it goods. In particular and 

w ith  regards to th e  latter point, th e  Italian 

National Antim afia Bureau notes th at sever-

al years ago certain individuals associated 

w ith  h igh -level m em bers of th e  Cam orra 

h ad m oved to Liguria and w ere  forcing loc-

al retailers to exclusively acq uire  fak e  de sign-

er tradem ark s.

O th er elem ents relating to th e  operation-

al m odalitie s of organized crim e  w ere  dis-

covered during an investigation conducted 

in 2005 by th e  D istrict Antim afia Bureau of 

R om e. In particular, th e  follow ing w ere  

noted: 1) th e  use  of forged transportation 

docum ents for th e  purposes of concealing 

th e  real origin of th e  goods
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 and 2) signific-

ant transfers of capital tow ards Ch ina on 

th e  part of various interconnected partie s 

follow ing th e  filing of tax returns on th e  

part of th e se  partie s w h ich  w ere  inconsist-

ent w ith  th e  financial figures im plied by th e  

transfers. As a re sult, th ere  w as a link  w ith  

counterfe iting activitie s in addition to opera-

tions involving th e  concealm ent and trans-

fer of capital.

Finally, investigations relative to th e  oper-

ations of th e  Cam orra in Naples are  enligh t-

ening. Certain significant elem ents w ere, in 

fact, discovered due  to statem ents m ade  by 

partie s collaborating w ith  law  enforcem ent 

officials. Th e  re sults of th e se  interrogations 

confirm ed th at counterfe iting w as m anaged 

in conjunction w ith  oth er illegal activitie s, 

such  as narcotics peddling, and th at th e  pro-

ceeds deriving from  counterfe iting w ere  re -

invested into various activitie s. In th e  area 

surrounding Naples, th ere  w ere  num erous 

plants producing fak e  leath er jack ets w h ich  

w ere  controlled by th e  crim inal group and 

w h ich  not only supplied th e ir goods w ith in 

Italy but also abroad. Th e  crim inal group 

m anaged counterfe iting activitie s in practic-

ally th e  w h ole w orld, including countrie s 

such  as Brazil, Germ any, R ussia, France, 

Belgium , Ireland, Sw itzerland, th e  United 

States, Great Britain and Spain. According 

to th e se  collaborator statem ents, th e  Cam -

orra retained a m onopoly w ith  re spect to 

th e  counterfe iting of fak e  leath er jack ets as 

w ell as counterfe it Bosch  drills – produced 

in H ong K ong – in all of Germ any. Th ese  

collaborators also confirm ed th at th e  pro-

ceeds deriving from  th e se  illegal activitie s 

w ere  significant in am ount – and often 

greater th an th ose  attainable from  th e  traf-

fick ing of narcotics.
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1 United  Nations Convention against Transnational O rganized  Crim e, Art. 2 (a).

2 A group of th ree  or m ore  individuals w h o act in concert for th e  sole purpose  of robbing a bank , for 

exam ple, w ould not be  considered a crim inal group.

3 “Th e  ‘transnational’ nature  of a crim e  th erefore  differs from  its ‘international’ nature. Th e  latter expression 

refers, in fact to a crim inal group th at not only operates w ith in its country of origin but also im plem ents 

operations abroad (for exam ple, it is w ell k now n th at th e  ‘Ndrangh eta fam ilies also operate  in France, 

Germ any, Canada, Australia, etc..). Th e  form er expression, on th e  oth er h and, refers to cooperative actions 

im plem ented by crim inal groups of differing national origins in order to m ore  effectively m anage certain 

crim inal m ark ets”. Z uccarelli F, (2006), Th e ph enom enon of  trad em ark  counterfe iting and  organized  crim e. Dom estic and  

international investigations for contrasting illegal replication activities, page  2.

4 “Contraband m ark ets are  dem and driven. W h enever th ere  is  enough  dem and for a contraband product and 

it is sufficiently lucrative to supply it, organized crim e  groups w ill enter th e  m ark et (and eventually dom inate  

it).” FIA International R esearch  LTD., (2001), Contrab and , O rganized  Crim e and  th e  Th reat to th e  Transportation 

and  Supply Ch ain Function, page  12.

5 “In 19 75, th e  Turk ish  Mafia e stablish ed an alliance  w ith  th e  Sicilian Mafia w h ereby th e  Turk s w ould supply 

basic m orph ine  for h eroine  and th e  Sicilians w ould refine  it. Th e  tw o organizations h ad previously 

subdivided th e  European m ark et, leaving th e  central and south ern areas to th e  Italian Mafia and cam orra and 

th e  north ern areas to th e  Turk s. A subseq uent developm ent occurred in O ctober 19 87 w h en th e  ‘Caruana’ 

and ‘Cuntrera’ fam ilies and th e  ‘Medellin’ Colum bian cartel in th e  Caribbean island of Aruba decided to join 

th e  alliance; th is new  arrangem ent provided for an exch ange  of European h eroine  w ith  cocaine  produced in 

Colum bia, th ereby m onopolizing th e  Atlantic narcotics m ark et”. Z uccarelli F., (2006), Th e counterfe iting 

ph enom enon  cit., page  2.

6 “... in particular, narcotics and w eapons but also illegal im m igrants, toxic w astes pornograph ic m aterial, th e  

h um an slave trade, etc.. Th ese  goods are  norm ally produced in locations th at differ from  th e ir areas of 

utilization; th e ir transfer from  one  country to anoth er is im plem ented by e scaping controls, brib ing partie s 

entrusted w ith  m onitoring th e se  transfers and using legal institutions such  as bank s and financial com panies 

for paym ents. In th is m anner, tie s betw een crim inal organizations in different national territorie s are  

strength ened.” Z uccarelli F., (2006), cit., page  2.

7 “Th e  idea th at each  illegal traffick er specializes in a single type  of good is e q ually obsolete... In reality, th e  

econom ic and tech nological opportunitie s deriving from  globalization facilitate  illegal traders in sw itch ing 

business interests and m oving from  one  type  of good to anoth er… Maureen Baginsk i, executive vice -director 

of th e  FBI, stated th e  follow ing: ‘Th e area of  specialization h as b ecom e th e  network  itself  and  its capacity to supply, 

transport and  d eliver illegal good s in d ifferent countries. Th e type of  good  itself  h as acq u ired  second ary im portance’ ” 

Z uccarelli F., (2006), cit., page  7.

8 “Indeed th e  profitability of infringing products is now  beginning to exceed th at of drugs and arm s, on a 

profit/w e igh t basis.” W IPO , (2004c), cit., page  6.

9 “Consider: Am erican im ports and exports total about $1.7 trillion a year; nearly 14 b illion tons of goods and 

raw  m aterials, valued at over $8 trillion, m ove over th e  U.S. transportation system  every year; O n a typical 

day, 38 m illion tons of com m oditie s are  sh ipped on th e  nation’s transportation system ; m ore  th an $400 

b illion is spent each  year on th e  m ovem ent of cargo in th e  United States. Th is creates a m assive  inspection 

ch allenge for law  enforcem ent.” R efer to: FIA International R esearch  LTD., (2001), Contrab and  cit., page  14.

10 It is e stim ated, in fact, th at 3% of containers w h ich  cross borders are  subject to controls.

Note s



123

11 “Th e  im m ense  size  and com plexity of th e  transportation and supply function provides organized crim e  

groups w ith  an alm ost infinite  num ber of w ays to conceal sm uggled, counterfe it or pirated goods.” FIA 

International R esearch  LTD., (2001), cit., page  13.

12 “...standardized cargo containers, com puterized cargo track ing and autom ated cargo transfer 

eq uipm ent… [th at] enable sh ippers to securely and efficiently transfer containers delivered by sea to oth er 

sh ips for onw ard sh ipm ent or to com m ercial railroads and truck s for overland transportation.” FIA 

International R esearch  LTD., (2001), cit., page  16.

13 “Crim inals are  able to exploit th e  com plexity of th e  interm odal system ...to conceal th e  true  origin of th e  

cargo w ith in w h ich  contraband is h idden.” FIA International R esearch  LTD., (2001), cit., page  16.

14 “Les contrefacteurs pratiq uent aujourd’h ui de s tech inq ues telles q ue  la <<rupture  de  ch arge> > ; cette  

tech niq ue  consiste  à ach em iner un produit contrefait vers sa destination finale en le faisant passer par un ou 

plusieurs pays tiers q ui, autant q ue  possible, ne  sont pas réputés être  de s pays producteur de  contrefaçon 

dans le dom aine  considéré.” CEIPI, (2004), cit., page  26.

15 A sim ilar system  w as im plem ented, for exam ple, by UNCTAD  th rough  th e  creation of ASYCUDA, an 

integrated custom s m anagem ent program , w h ile th e  Italian Custom s Agency created th e  “Fully Autom ated 

Logical System  Against Forgery and Fraud” (FALSTAFF). Th e  latter h as proven to be  a pow erful tool in th e  

h ands of custom s officials for calculating risk  and aiding in th e  identification of counterfe it products along 

borders.

16 CEIPI, (2004), cit., page  27.

17 CEIPI, (2004), cit., page  27.

18 CEIPI, (2004), cit., page  26.

19 Union des Fabricants, (2005), R apport contrefaçon et crim inalité organisée, 3em e  edition, pages 13 -14. 

20 “La contrefaçon e st passée  à partir de s années 19 9 0 d’une  activité artisanale – de  petits ateliers clandestins – 

à une  logiq ue  industrielle, s’appuyant sur des installations coûteuses et m odernes. Les contrefacteurs 

n’agissent plus de  m anière  isoleée  et ponctuelle et sont devenues de  véritables <<entrepreneurs 

internationaux> > , reliés à de  grands résaux etrêm em ent organisés. Jam ais la contrefaçon n’a sem pblé aussi 

fortem ent structurée. Union des Fabricants, (2005), R apport contrefaçon  cit., page  9 .

21 CEIPI, (2004), cit., page  33.

22 “It could be  th e  buying; it could be  th e  selling; it could be  th e  m anufacturing. But w ith  th e  profits on offer, 

organized crim inals are  not going to leave it all to som e  guy in a garage, are  th ey?” Ph illips T., (2005), cit., 

page  124.

23 “According to th e  Secretary General of Interpol, counterfe iting is a full-fledged crim inal activity. It is not 

periph eral to oth er crim inal activitie s but at th e  very h eart of th em .” APCO , (2003), cit., page  20.

24 CEIPI, (2004), cit., page  31.

25 FIA International R esearch  LTD., (2001), cit., page  8.

26 “... il est inq uiétant d’observer q ue, m êm e  s’ils nécessitent un financem ent im portant (de  50.000 à 100.000 

euros pour certains m oules et de  300.000 à 600.000 euros pour une  ligne  de  production de  m atières 

plastiq ue), ces éq uipem ents sont m algré tout à la portée  des contrefacteur. Cela prouve b ien l’on n’a plus 

affaire  à de  petits délinq uants am ateurs.” Union des Fabricants, (2005), cit:, page  10.

27 Th is is  possible by im plem enting an unsch eduled w ork  sh ift or by subcontracting th e  rece ived job order.

28 W IPO , (2004c), cit., page  7.

29 CEIPI, (2004), cit., page  25.

30 “… plusieurs personnes interrogées affirm ent q ue  d’une  m anière  générale, les détaillants q ui vendent de  

produits de  contrefaçon le savent, notam m ent au regard du prix du produit ou de  sa q ualité, et nom bre  de  

ceux q ui vendent de  tels produit sont de  m em bres à part entière  de  cette  ch aîne  crim inelle.” CEIPI, (2004), 

cit., page  28.

31 Confesercenti, (2007), Contraffazione e  crim inalità inform atica (Counterfe iting and  IT crim es), TEMI – Centro Studi e  
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R icerch e  sulla Legalità e  Crim inalità Econom ica, page  9 .

32 “In th e  late  19 9 0s, H um atrope, an Ely Lilly product, w as be ing illegally m anufactured in a factory at Pilling 

near Liverpool. Th e  offender w as sentenced to five  years, th ough  h e  m aintained th at h e  w as forced to 

m anufacture  th is product h aving been subject to assault and death  th reats by a Liverpool crim e  gang.” 

Satch w ell G., (2004), cit., page  49  .
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34 Union des Fabricants, (2005), cit., page  15.

35 CEIPI, (2004), cit., page  27.
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and  organized  crim e, page  12.

49 Union des Fabricants, (2005), cit., page  27.
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52 Alliance  Against Counterfe iting and Piracy, (2003), Proving th e  Connection  cit., page  14.
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55 Th e  Italian National Antim afia Bureau states th at large  cargoes of counterfe it goods – contained w ith in 

containers from  Ch ina – w ere  se ized in th e  h arbor areas of Naples and Gioia Tauro.

56 “En Italie, la fabrication du faux autour de  Naples e st aux m ains de  la Cam orra. Selon un rapport de  l’IFPI 

et les inform ations fournie s par le procureur general de  Naples, 100 gangs de  la Cam orra sont actifs dans ce  
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Fabricants, (2005), cit., page  24.

57 In th e  case  in q uestion, th e  goods originating from  Singapore  appeared to be  from  D ubai.
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7. Conclusions and proposals

O ur overall analysis h as illustrated th e  

com plexitie s of th e  “counterfe iting ph e -

nom enon” and th e  scale of th e  latter in addi-

tion to h igh ligh ting certain particularly 

sensitive  th em es. If, on th e  one  h and, som e  

areas of w eak ness are  ascribable to inh erent 

ch aracteristics of th e  ph enom enon, oth ers 

are  link ed to an inadeq uate  re sponse  to th e  

problem  on th e  part of th e  various affected 

partie s.

Before  recom m ending potential interven-

tion strategie s, th e  salient features of w h at 

h as often been called th e  “m odern version” 

of counterfe iting sh ould be  sum m arized. 

Th is term  w as used to em ph asize  th e  evolu-

tion of th is ph enom enon w h ich  h as under-

gone  a profound transform ation w ith  

re spect to its initial form .

Th e  m ost relevant differences m ay be  

sum m arized as 1) th e  current scale of coun-

terfe iting; 2) th e  involvem ent of organized 

crim e  in its m anagem ent; and 3) th e  signific-

ant conseq uences on oth er sectors of soci-

ety.

R eturning to our previous analysis, th e  

follow ing can be  noted w ith  regards to each  

of th e  points above:

• In 2005 alone, a conservative e stim ate  

of th e  O ECD  reports th at counterfe it-

ing h ad an im pact of circa 200 b illion dol-

lars on w orld trade  (for m ore  

considerations regarding th is e stim ate, 

please  refer to ch apter 2 of th is report).

• Crim inal organizations consider counter-

fe iting to be  a particularly appealing activ-

ity due  to: 1) th e  significant level of 

profitability, 2) th e  low  level of atten-

tion allocated to th is activity on th e  part 

of law  enforcem ent officials; 3) th e  low  

level of severity of sentences, and 4) its 

versatility – given its role as a source  of 

financing for com m itting oth er crim es 

as w ell as a tool to launder proceeds de -

riving from  oth er illegal activitie s.

• Counterfe iting involves significant and 

num erous negative conseq uences at th e : 

1) econom ic level, caused by profit 

losse s for com panies, unfair com peti-

tion, tax revenue  losse s on th e  part of 

governm ents; 2) social level, due  to 

yearly job losse s and th e  serious th reat 

to th e  h ealth  and safety of consum ers 

caused by th e  presence  in th e  m ark et of 

particularly sensitive  categorie s of coun-

terfe it products such  as m edicines, toys, 

spare  parts for aircraft and autom obiles, 

foods and beverages; 3) level of public 

order, due  to th e  increased presence  of 

w idespread illegality across national ter-

ritorie s.

7.1 A com ple x strate gy

It is now  clear th at counterfe iting is a 

particularly com plex activity – not just in 

term s of its im plem entation but also in 

ligh t of th e  m any sectors it involves. Any 

re sponse  to th e  ph enom enon m ust neces-

sarily tak e  th is ch aracteristic into account 

by presenting a m ultidisciplinary and m ulti-
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sectorial approach  to th e  problem . Even an 

effective re sponse, but one  w h ich  only in-

volves a part of th e  ph enom enon w ith out 

tak ing into account th is com plexity, w ould 

be  lim ited and not fully effective. Th e  k ey 

elem ents of such  a broad strategy m ust in-

volve th e  crim inological aspects of th e  ph e -

nom enon as w ell as th e  consum ers and 

producers th em selves.

A brief note  sh ould be  m ade  at th is 

point. Anybody w h o attem pts to study th e  

“counterfe iting ph enom enon” w ill en-

counter significant difficulties in collecting 

reliable data relative to its scale, develop-

m ent and th e  conseq uences of its activitie s. 

Th is situation is partly due  to th e  nature  of 

th e  ph enom enon itself – w h ich  is  based on 

com m ercial exch anges th at occur in an un-

derground m ark et – and partly due  to th e  

lack  of attention to th is problem  on th e  

part of various partie s during th e  course  of 

its developm ent.

Counterfe iting h as, in fact, been underes-

tim ated as a crim e. Th is is  not only due  to 

an incorrect conception of th e  problem  – 

i.e. th e  view  th at it is a “victim less crim e” – 

but is also caused by its alm ost craftsm an-

lik e  origins and th e  fact th at th e  ph enom en-

on alm ost exclusively targeted luxury goods 

in its initial stages. Th ese  ch aracteristics 

h ave allow ed th e  problem  to not generate  

m uch  public concern and did not attract 

th e  attention of law  enforcem ent auth orit-

ie s and governm ents; th e  latter did not alloc-

ate  priority to th is type  of activity w h en 

preparing anti-crim e  strategie s. Th is is  ex-

trem ely understandable given th at th e  large -

scale developm ent of narcotics and arm s 

traffick ing, for exam ple, in th e  sam e  period 

h ad captured public attention. Th e  elevated 

danger posed by th e se  illegal activitie s w ere, 

in fact, not only noted by auth oritie s entrus-

ted w ith  com bating th e se  form s of traffick -

ing but also by civil society; th e  dangers 

deriving from  th e  w idespread distribution 

of th e se  practices w as th erefore  easily un-

derstandable. As a re sult, counterfe iting 

w as capable of evolving and transform ing 

itself over a long period of tim e, broaden-

ing its operations and expanding th e  range  

of goods w h ich  w ere  subject to replication. 

In a sh ort period of tim e, th e  ph enom enon 

acq uired a global scale and w as m anaged by 

th e  sam e  crim inal organizations th at w ere  

involved in th e  traffick ing of drugs or 

w eapons, th e  sam e  activitie s th at w ere  previ-

ously subject to anti-crim e  intervention.

Th e  re sult of th e se  factors – th e  low  

level of attention on th e  part of society 

and th e  developm ent of an underground 

m ark et – w h en com bined w ith  th e  diffi-

culty in identifying th e se  products along na-

tional borders and distinguish ing th em  

from  originals, leads to th e  previously 

noted m easurem ent problem s relative to 

th e  scale of th e  ph enom enon, th ereby creat-

ing uncertainty w ith  re spect to th e  latter. 

Consider, for exam ple, th at even tw o 

renow ned international organizations such  

as th e  W H O  and th e  O ECD  h ave recently 

revised th e ir e stim ates relative to th e  scale 

of th e  problem . 

Th e  latter, in particular, h ad e stim ated 

th e  incidence  of th e  ph enom enon w ith  re -

spect to global trade  and preferred to util-

ize  a num erical figure  – 200 b illion dollars – 

rath er th an th e  previously used percentage  

e stim ate  of 5 to 7%; th is w as due  to th e  

fact th at th e  percentage  calculation lack ed 

strong factual support despite  th e  fact th at 

it could be  ne ith er confirm ed nor denied.
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O n th e  one  h and, in fact, national institu-

tions could supply interesting inform ation 

w ith  regards to th e  crim inal com ponent of 

th e  problem  – th e  num ber of se izures 

along borders; th e  types of se ized goods 

and th e ir percentage  w ith  re spect to overall 

se izures; th e  origin of counterfe it goods; 

th e  m eth ods utilized to conceal th e  origin 

of th e  products; th e  transfer th rough  specif-

ic free  transit points or com m ercial h ubs; 

types of forged transportation docum ents; 

th e  crim inal organizations th at are  m ost 

com m only involved and th e ir national or 

transnational nature; th e  effect of crim inal 

proceedings; th e  areas m ost affected by th e  

problem ; and th e  outcom e of law  enforce -

m ent actions. Th ese  are  just a few  ex-

am ples. Th e  contribution of th e  private  

sector w ould be  eq ually im portant, particu-

larly in ligh t of th e  fact th at producers of-

ten utilize  th e ir ow n investigational 

m eth ods in order to q uantify th e  im pact of 

counterfe iting on th e ir products and do not 

often w ant th is data to becom e  public; th is 

is  m ostly due  to fears th at consum ers w ill 

lose  goodw ill w ith  re spect to th e ir product 

w ith  a conseq uent negative effect on sales. 

Producers – given th at th ey are  an alternat-

ive  source  of data and often are  th e  only 

partie s th at k now  th e  secrets and produc-

tion ch aracteristics of th e ir goods – can 

supply a significant am ount of data relative 

to th e  product. Th e  m ultisectorial nature  

of an approach  to th e  problem  sh ould be  

noted h ere  as w ell as th e  cooperation th at 

w ill be  necessary betw een th e  various af-

fected sectors – a cooperation w h ich  h as, 

up until today, been som ew h at superficial.

It w ould th e re fore  be  de s irable  to com m it gre ate r e fforts  in ide ntifying data 

w h ich  is  us e ful for an analysis  of th e  ph e nom e non in addition to syste m atic data col-

le ction and proce s s ing. Th e  pre s e nce  of m ore  data w ould be  fundam e ntal in orde r 

to proce e d w ith  incis ive  actions  against counte rfe iting w h ile  th e  proce s s ing of th is  

data w ould allow  th e  e ffe ctive ne s s  of th e s e  ope rations  to be  ve rifie d. Both  th e  public 

as  w e ll as  private  s e ctor s h ould active ly contribute  tow ards  th e s e  obje ctive s.

Th e  adoption of proce dure s  and m e th ods  for th e  purpose s  of syste m atic data col-

le ction as  w e ll as  th e  pe riodical re vie w  of th is  data and th e  s h aring of any attaine d 

re sults am ongst th e  various  partie s  – in com pliance  w ith  th e  ne e d to guarante e  con-

fide ntiality, w h e re  re q uire d – is  today absolute ly ne ce s sary. For th e s e  purpose s , th e  

cre ation of national and inte rnational database s  w ould be  de s irable  in orde r to col-

le ct all non-s e ns itive  inform ation th at is  obtaine d by law  e nforce m e nt officials and 

private  e ntitie s  in re lation to th e  ph e nom e non.

Th e  public s e ctor

Th ere  are  different elem ents th at sh ould 

be  h igh ligh ted w ith  regards to a) th e  re -

sponse  of governm ents to counterfe iting 

and b) th e  activitie s carried out by law  en-

forcem ent officials.

H aving already discussed th e  im port-

ance  of adopting m ore  effective m eth ods 

for data collection and processing on th e  

part of institutions affected by counterfe it-

ing, th e  significance  of th e  regulatory pro-

cess w ith  re spect to th e  distribution of th e  

ph enom enon sh ould be  now  analyzed.

Th e  low  level of deterrence  w h ich  ch ar-

acterizes th e  law s relative to th is ph enom en-
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on w ith in num erous national legal system s 

h as been previously and repeatedly noted. 

Th is subject sh ould, in reality, be  analyzed 

w ith  a m uch  broader view  th at tak e s into ac-

count th e  general attitude  th at governm ents 

h ave h ad w ith  re spect to counterfe iting. 

O nly in very recent approach es – w h ich  

tak e  into account th e  involvem ent of organ-

ized crim e  in th e  m anagem ent of th e se  illeg-

al activitie s – h ave th e  conseq uences of th is 

ph enom enon been considered and e stim -

ated; governm ents h ave th erefore  begun to 

state  th at counterfe iting w as a significant 

problem  w h ose  solution could no longer be  

deferred. In m any cases, h ow ever, and as 

noted on m any side s – including internation-

al organizations and m em bers of law  en-

forcem ent bodie s w h ich  are  actively 

involved in com bating counterfe iting – 

th e se  declarations of intent h ave not been 

accom panied by th e  adoption of incisive  ac-

tions and th e  allocation of h um an and finan-

cial resources to com bat th e  problem . Th e  

re sult of th is discrepancy betw een declara-

tions of intent and concrete  intervention is 

not only noticeable in th e  m ark ed lack  of in-

cisive  actions but also in th e  existence  of a 

legislative fram ew ork  th at is com pletely inad-

eq uate  to counter th e  dangers and w ide -

spread distribution of th e  ph enom enon.

From  a purely legislative perspective, 

th ere  are  a variety of elem ents w h ich  

sh ould be  noted, also in ligh t of th e  situ-

ation existing outside  of th e  European Uni-

on.

An initial note  sh ould be  m ade  w ith  re -

gards to th e  low  level of deterrence  of th e  

legislative fram ew ork ; th is is  due  to various 

factors. Th e  first factor is related to th e  sanc-

tions and penalties th at are  provided for 

crim inals th at are  involved in counterfe iting 

for various reasons. At both  th e  penal as 

w ell as th e  civil or adm inistrative level, 

th e se  penalties are  com pletely inadeq uate  

for th e  purposes of deterring th e  com m is-

sion of a crim e  and contribute  tow ards 

form ing an incorrect im age  of counterfe it-

ing; th is im age  is inconsistent w ith  th e  signi-

ficant involvem ent of organized crim e  in 

its m anagem ent as w ell as w ith  th e  serious 

risk s w h ich  certain types of counterfe it 

products pose  for consum ers.

For th is purpose, it sh ould be  noted 

th at even in th e  case  of “street” counterfe it-

ing – visible every day in num erous citie s 

and m ostly involving CD s or DVD s or lux-

ury goods – it is h igh ly probable th at organ-

ized crim inal groups are  involved; th e  final 

seller is often a victim  h er/h im self of th e  

ph enom enon, exploited and forced to sell 

counterfe it products by crim inal gangs. 

Th ese  sellers w ill only retain a sm all part of 

th e  revenues w h ich  w ill fall alm ost entirely 

into th e  h ands of crim inal groups in order 

to finance  oth er illegal activitie s. O nce  th e  

force  lying be h ind th e  sale of th e se  

products is ack now ledged, th e  legislative 

provisions w h ich  aim  to com bat th e  ph e -

nom enon are  revealed to be  very w eak  – 

even w ith out considering th e  aggravating 

factor derived from  th e  serious con-

seq uences th at th e  counterfe iting of drugs, 

toys or spare  parts of m otor veh icles and 

aircraft can pose  for th e  h ealth  and safety 

of consum ers w h en entered into a legal 

m ark et and sold as originals to unconscious 

buyers.
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Th e  low  le ve l of s e ve rity of adm inistrative  sanctions  and pe naltie s  – in conjunc-

tion w ith  th e  ine ffe ctive  application of th e  latte r – allow s counte rfe iting to be  an il-

le gal activity th at pose s  m inim al ris k s  for crim inal organizations; it w as, in fact, 

re ce ntly re porte d th at th e  re lapse  rate  am ongst crim inals arre ste d for counte rfe iting 

crim e s  w as  h igh . W h e n com paring pote ntially attainable  profits  and conse q ue nce s , 

th e  balance  is  de finite ly tippe d in favor of th e  incom e  pote ntial, th e re by cre ating in-

ce ntive s  rath e r th an de te rre nts  for com m itting th e  crim e .

It is  th e re fore  ne ce s sary th at le gislative  re gulations  provide  a stronge r de te rre nt 

e ffe ct – giving priority to crim inal s e nte nce s  as  oppose d to adm inistrative  re m e die s  – 

and are  e ffe ctive ly applie d.

In addition, it sh ould be  noted th at cur-

rently effective legislation in certain nation-

al legal system s exclusively punish e s th e  

im porting of counterfe it goods as w ell as 

th e  sale of th e  latter on national territory 

w h ile different penalties are  provided for in 

th e  case  of exporting, transit and acq uisi-

tion of th e se  goods, crim es th at are  occa-

sionally not punish ed.

Le gislative  provis ions  s h ould punis h  all th e  ph as e s  link e d to counte rfe iting – 

from  production to sale s  – w ith out distinguis h ing be tw e e n activitie s  focus ing on th e  

e xporting, trans it or im porting ph as e s  of non-original goods  and w ith out om itting 

spe cific norm s  th at also sanction th e ir purch as e .

Activitie s  link e d to th e  com m is s ion of th e  crim e , such  as  th e  storage  of goods  or 

th e  conscious  supply of raw  m ate rials, s h ould be  give n m ore  atte ntion on th e  part of 

com pe te nt auth oritie s  and le gislators.

More ove r, norm s  punis h ing th e  conscious  buye rs  of counte rfe it products  s h ould 

also be  m ore  s e ve re .

W ith  regards to th e  subject of com bat-

ing crim e  on th e  part of law  enforcem ent, 

various points sh ould be  h igh ligh ted. First 

of all, th e  previously m entioned “toler-

ance” w ith  re spect to counterfe iting is not 

only due  to th e  w eak  regulatory provisions 

or th e  lack  of incisive  intervention on th e  

part of governm ents. Th e  “w ar” against 

counterfe iting is often not, in fact, con-

sidered a priority am ongst law  enforcem ent 

officials, th ereby decreasing th e  possib ility 

of im plem enting an effective strategy. Th is 

attitude  is certainly not due  to negligence  

but is also link ed to th e  previously m en-

tioned “distorted vision” of counterfe iting 

w h ich  view s th e  dangers of th e  latter to be  

lim ited.

It is  th e re fore  im portant th at e ducational and aw are ne s s  program s  are  im ple m e n-

te d w ith in law  e nforce m e nt e nvironm e nts, particularly w ith  re gards  to  involve m e nt 

of organize d crim e  and its  conse q ue nce s  for all of socie ty.

Anoth er aspect of th e  ph enom enon is 

link ed to th em es relative to th e  identifica-

tion of counterfe it goods on th e  part of 

com petent auth oritie s and th e  im plem enta-

tion of investigations, in view  of identify-

ing also th e  illegal production and 
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distribution ch ains.

In th is case, it is difficult to identify a 

link  betw een counterfe iting and organized 

crim e; th is connection is usually establish ed 

follow ing m ore  com plex and in-depth  invest-

igations w h ich  also analyze, for exam ple, 

m ovem ents of capitals on th e  part of th e  af-

fected partie s and th e ir potential connec-

tion to oth er crim es and crim inal 

organizations. Investigations, h ow ever, of-

ten end at th e  tim e  of se izure  of th e  coun-

terfe it goods and th e  opportunity to ch arge  

th e  sam e  partie s w ith  crim inal association is 

lost; if th e  latter w ere  ch arged and applied, 

th e  conseq uences w ould be  considerably 

m ore  serious for th e  involved partie s. 

In orde r to im prove  th e  q uality and de pth  of inve stigations  on th e  part of law  e n-

force m e nt officials, code s  of conduct or inve stigational protocols could be  e stab-

lis h e d; th e  latte r w ould be  applicable  w h e n th e  counte rfe iting crim e  is  discove re d 

and w ould provide  for a s e rie s  of guide line s  to follow  in orde r to pursue  th e  inve stig-

ations  in m ore  de pth .

In th is  re gard, m ore  atte ntion s h ould also be  give n to th e  poss ibility of ide ntify 

and trace  back  th e  counte rfe it production and distribution ch ains.

In addition, th e  organization of e ducational/training cours e s  activitie s  for law  e n-

force m e nt officials s h ould be  supporte d and e xte nde d, in orde r to illustrate  th e  m ost 

e ffe ctive  inve stigational te ch niq ue s  and to constantly update  th e  national and inte r-

national re gulatory fram e w ork  of re fe re nce .

W ith  regards to th e  recognition of coun-

terfe it goods – a topic of particular signific-

ance  for custom s officials – th e  starting 

point for analysis revolves around th e  signi-

ficant difficulty in distinguish ing original 

goods from  copie s of th e  latter. Th is is  

largely due  to th e  tech nologies th at are  avail-

able to counterfe iters w h o m anage to in-

creasingly create  copie s th at are  alm ost 

identical to th e  originals; th e se  copie s are  of-

ten even difficult to recognize  by sigh t on 

th e  part of th e  ow ners of th e  intellectual 

property righ ts th em selves. Th is is  anoth er 

area w h ere  th e  im portance  of collaboration 

betw een th e  public and private  sector 

em erges given th at a contribution on th e  

part of producers w ould be  very useful in 

facilitating th e  w ork  of Custom s Agencie s.

In oth er cases, th e se  difficulties are  due  

to th e  use  of forged docum entation or con-

cealm ent tech niq ues.

Th e re  is  th e re fore  th e  obvious  ne ce s s ity to im prove  th e  training of custom s  offi-

cials by organizing spe cific cours e s  on th e  topic of ide ntification and re cognition of 

counte rfe it goods  as  w e ll as  on th e  m ost com m only us e d conce alm e nt te ch niq ue s  

and docum e nt falsification m e th ods.

In order to rem edy th e se  difficulties, Cus-

tom s Agencie s in certain countrie s h ave re -

cently adopted com puterized system s for 

calculating custom s risk ; som e  of th e  m ore  

advanced applications allow  custom s offi-

cials to only focus on certain containers 

w h ich  th e  data processing system  deem s to 

be  of particular risk . Th ese  system s in-

crease  th e  effectiveness of custom s actions 

by optim izing th e  utilization of h um an and 
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econom ic re sources. Th is is  a particularly im -

portant aspect. Given current trade  

volum es and th e  im possib ility of con-

trolling an elevated num ber of containers 

or goods th at are  inflow ing, outflow ing or 

in transit, it is of fundam ental im portance  

th at custom s officials concentrate  th e ir ef-

forts on “h igh  risk ” s h ipm ents. Th is point 

is of particular relevance in ligh t of th e  sig-

nificant organizational capacitie s of organ-

ized crim e  groups, particularly in relation to 

th e  capacity to adjust distribution routes in 

re sponse  to increases or decreases in cus-

tom s controls in specific com m ercial h ubs.

Th e  adoption of com pute rize d ris k  m anage m e nt syste m s  s h ould be  prom ote d in 

conjunction w ith  te ch nical ass istance  program s  re lative  to th e ir installm e nt, w h e re  

re q uire d, in addition to training cours e s  for pe rsonne l e ntruste d w ith  utilizing th e s e  

syste m s.

Th e  com pute rize d analysis  and m anage m e nt of ris k s  link e d to th e  distribution 

ph as e , particularly w ith  re gards  to inte rnational flow s  of goods  and th e ir 

ch ange s/adjustm e nts  and to Fre e  Trade  Z one s , could s e rve  as  anoth e r w e apon in 

th e  “w ar” against counte rfe iting, th e re by obtaining a m ore  accurate  and de taile d un-

de rstanding of th e  ope rational m e th ods  of crim inal groups.

Gre ate r atte ntion s h ould also be  give n to m onitoring postal pack age s  give n th at 

re gular m ail or e xpre s s  courie rs  are  today one  of th e  pre fe rre d m e th ods  of counte r-

fe ite rs  for th e  de live ry of ce rtain type s  of counte rfe it products  – for e xam ple , drugs  

acq uire d online . 

As previously noted, it freq uently occurs 

th at th e  counterfe iting crim e  is associated 

w ith  th e  forgery of transportation docu-

m ents of th e  cargo of counterfe it goods 

w h en th e  latter is identified. Th is forgery is 

som etim es link ed to an under invoicing of 

products, a tech niq ue  w h ich  also facilitates 

th e  laundering of proceeds derived from  

th e  crim e. Th e  w idespread distribution of 

docum ent forgery is easily understandable 

if th e  extrem e  sim plicity of th is operation 

is tak en into account. Th e  transportation 

docum ent is often only an A4 sh e et and, 

given th at it does not contain any type  of 

safeguarding to prevent forgerie s, it is ex-

trem ely easy to reproduce  an identical copy 

for th e  purposes of dece iving custom s offi-

cials. W h ile th e  private  sector h as th erefore  

attem pted to m ak e  its product pack ages 

m ore  secure  – by m eans of bar codes or 

h ologram s – a sim ilar effort h as not been 

im plem ented w ith  regards to transportation 

docum ents.

Le gislation w h ich  provide s  for ce rtain m andatory ch aracte ristics  of transporta-

tion docum e nts  w ould be  de s irable  in orde r to re nde r forge ry m ore  difficult.

Tw o very delicate  issues are  related to 

th e  regulatory th em e  but are  not directly 

link ed to crim e  suppression activitie s; th ey 

concern th e  m eth ods used by counterfe iters 

to distribute  th e ir products.

Th e  first issue  is related to th e  security 

of th e  legal production/distribution ch ain. 

Th is is  a particularly sensitive  topic given 

th at its regulation clash e s w ith  th e  req uire -

m ent to guarantee  free  trade, particularly in 

ligh t of current trading volum es. It w ould 

th erefore  be  de sirable for producers th em -

selves to create  and sh are  codes of conduct 

in order to ensure  th at production and, in 
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particular, th e  distribution ph ase s are  m ore  

secure. If such  an effort is not im plem en-

ted, th e  distribution ch ain – s ignificantly 

m ore  th an production – appears to be  

definitively vulnerable for th e  reasons de -

scribed in th e  relative ch apter.

Give n th e  difficultie s  involve d in th is  is sue , it is  in any case  ne ce s sary to be gin 

analyzing th e  e ffe cts  on inte rnational trade  w h ich  w ould be  caus e d by th e  adoption 

of norm s  th at are  m e ant to guarante e  th e  s e curity of th e  production and distribu-

tion ph as e s  of goods. Subse q ue ntly, th e  adoption of norm s  w h ich  guarante e  con-

sum e r safe ty s h ould be  cons ide re d, th e re by pre ve nting counte rfe it products  from  

pe ne trating th e  le gal distribution ch ain.

A particularly delicate  issue  concerns 

th e  utilization of th e  Internet on th e  part 

of counterfe iters as a veh icle to reach  elev-

ated num bers of potential buyers as w ell as 

a sales ch annel. Th e  reasons underlying th is 

ch oice  on th e  part of counterfe iters h ave 

been previously discussed. Th e  Internet 

today appears to be  a gigantic m ark et 

w h ere  it is difficult to set dow n any rules 

and w h ere  it is even m ore  difficult to h ave 

th em  enforced.

More  re source s  m ust be  allocate d to th e  analysis  of th e  spe cific dynam ics  w h ich  

affe ct th e  utilization of th e  Inte rne t as  a supply and sale s  ch anne l for counte rfe it 

products. Th e  re sults of th e s e  analyse s  s h ould s e rve  as  a foundation for th e  cre ation 

of a re gulatory fram e w ork  as  w e ll as  th e  im ple m e ntation of actions  de s igne d to 

guarante e  consum e r safe ty.

Th e  private  s e ctor and civil 

socie ty

Alth ough  intervention activitie s w ith  re -

spect to th e  private  sector and civil society 

are  less in num ber com pared to th ose  m en-

tioned w ith  regards to th e  public sector, 

th e ir im portance  is e q ually significant, partic-

ularly in ligh t of th e  im plem entation of a 

m ultisector strategy to com bat counterfe it-

ing.

W ith  regards to producers, in particular, 

certain com m ents th at w ere  previously 

m ade  w h en discussing th e  public sector are  

again applicable. Producers, in fact, h old a 

large  re sponsib ility in ensuring th e  security 

of th e  production and distribution ph ase s 

of goods.

Th e  adoption of code s  of conduct on th e  part of produce rs  w ould be  de s irable  in 

orde r to e nsure  th e  s e curity of th e  production ph as e  – for e .g., controls ove r th e  sup-

ply source s  of raw  m ate rials, gre ate r auditing of de localize d production – as  w e ll as  

of th e  distribution ph as e ; in th e  latte r case , gre ate r rigor in m onitoring th e  various  

transfe rs  w h ich  bring th e  finis h e d product into th e  h ands  of th e  consum e r s h ould be  

applie d. 

More  re s e arch  s h ould also be  de dicate d to th e  role  of m iddle m e n and s h ippe rs  

and to h ow  th e ir be h avior could w e ak e n th e  distribution ch ain.
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In order to prevent negative con-

seq uences for consum ers, th e  producers 

th em selves are  also re sponsible for th e  im -

m ediate  disclosure  of any inform ation relat-

ive  to th e  existence  of a counterfe it version 

of one  of th e ir products on th e  m ark et. 

Th is is  a particularly delicate  issue  given th e  

fear th at th e se  announcem ents create  

am ongst producers; th e  latter believe th at 

th e  public m ay lose  goodw ill w ith  re spect 

to th e ir products and m ay sw itch  to com -

peting goods.

It sh ould not be  forgotten, h ow ever, 

th at certain categorie s of goods pose  a par-

ticular risk  for th e  h ealth  and safety of con-

sum ers and th e  latter h ave a righ t to be  

inform ed about such  inform ation in order 

to protect th em selves.

Strong collaboration w ith  law  e nforce m e nt officials  in orde r to facilitate  th e ir in-

ve stigational activitie s , as  w e ll as  im m e diate  and w ide spre ad public disclosure  of in-

form ation re garding th e  pre s e nce  of counte rfe it ve rs ions  of th e ir products  on th e  

m ark e t, are  k e y points  for e ffe ctive  action.

W ith  regards to th e  private  sector, one  

area th at deserves greater attention is th e  

lack  of inform ation and aw areness relating 

to th e  “m odern version of counterfe iting”, 

particularly its serious conseq uences and its 

link s w ith  transnational crim e. Th is lack  of 

aw areness is  com m on to both  producers 

and consum ers and is link ed to th e  re -

peatedly cited existence  of a distorted vis-

ion of counterfe iting.

For th is  re ason, it w ould be  appropriate  to de ve lop and im ple m e nt spe cific e duca-

tional cam paigns  targe ting produce rs  and consum e rs  in w h ich  th e  s e rious  ris k s  

link e d to counte rfe iting – as  w e ll as  th e  conse q ue nce s  cre ate d by th e  involve m e nt of 

organize d crim e  in its  m anage m e nt – are  h igh ligh te d. 

7.2 An inte rpre tation: 

coordination and coope ration

It h as been repeatedly noted th at 

counterfe iting is definitely a com plex 

activity th at is based on synergie s involving 

different aspects of th e  ph enom enon 

w h ich  are  created am ongst different 

crim inal groups. It w as also noted th at th e  

re sponse  to th is ph enom enon – in order to 

be  truly effective – m ust tack le th e  problem  

from  a m ultisectorial and m ultidisciplinary 

perspective. A strategy of th is nature  is 

th erefore  based on cooperation betw een 

th e  various involved entitie s as w ell as th e  

coordination of th e  latter. 

W ith  re gards  to th e  s e ctor re lative  to th e  pre ve ntion and suppre s s ion of crim e , 

counte rfe iting affe cts  various  e ntitie s  and age ncie s  such  as  custom s, police  force s , 

ce rtain spe cial te am s  and th e  m agistracy. In orde r to not w aste  h um an and e conom -

ic re source s , th e s e  e ntitie s  m ust coope rate  and coordinate  th e m s e lve s  in orde r to im -

ple m e nt a m ore  incis ive  re sponse  to th e  proble m . 

At th e  sam e  tim e , it is  ne ce s sary to involve  th e  private  s e ctor to a gre ate r e xte nt 

by organizing m e e ting/training e ve nts  w h ich  allow  for an active  e xch ange  of opin-
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ions  be tw e e n th e  e ntitie s  e ntruste d w ith  com bating crim e  and th e  produce rs  subje ct 

to s ignificant e conom ic dam age s. R ound table s  be tw e e n th e  public and private  s e c-

tor w ould provide  an e xce lle nt opportunity for th e  e xch ange  of ide as  as  w e ll as  th e  

as s e s sm e nt of ce rtain proposals and inte rve ntion strate gie s  from  m ultiple  points  of 

vie w . Th is  w ould also cre ate  a m ore  participatory and joint approach  to th e  proble m .

Finally and given th at counterfe iting is 

now  a global problem , it is also e ssential 

th at m ore  em ph asis is  given to th e  opportun-

itie s created by international cooperation. 

Th ese  opportunitie s not only refer to co-

operation th at is strictly link ed to th e  im ple-

m entation of investigations – police  

cooperation – but also cooperation 

betw een various international organizations 

th at are  interested in th e  ph enom enon.

Th e  cre ation of a com m on platform  for discus s ion on counte rfe iting and any e le -

m e nts  link e d to th e  latte r s h ould be  im ple m e nte d, th e re by allow ing for th e  de ve lop-

m e nt of strate gie s  of broade r scale  w h ile  as s e s s ing th e  e fficacy of such  strate gie s  

ove r tim e . Th is  platform  w ould contribute  tow ards  m ore  rapidly im ple m e nting th e  

pre viously m e ntione d proposals and could be  us e d to offe r targe te d te ch nical coope r-

ation s e rvice s; e xam ple s  include  th e  case  by case  ide ntification of th e  be st e xpe rts  

and practice s  for organizing training cours e s , th e  im ple m e ntation of studie s  analyz-

ing th e  im pact of spe cific inte rve ntion policie s  or th e  cre ation and im ple m e ntation 

of inform ational cam paigns. Th is  platform  w ould th e re fore  be com e  a re fe re nce  

point for countrie s  and e ntitie s  th at are  inte re ste d in com bating th e  counte rfe iting 

ph e nom e non.

In particular, an Inte rnational Pe rm ane nt O bse rvatory on Counte rfe iting could 

provide  s e rvice s  and facilitate  a ne e de d acce le ration in th e  e xe cution of th e  above  

m e ntione d proposals. Good practice s  now  applie d in som e  spe cific are as  (i.e . m e dic-

al products) m igh t re pre s e nt a good m ode l of coordinate d action for oth e r s e ctors  

too.
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D ocum e nte d case s of counte rfe it products posing 

risk s to th e  consum e rs’ h e alth  and safe ty or in 

conne ction w ith  organiz e d crim e

19 77 – Th e  US Federal Aviation Adm inistration discovered counterfe it fire  detection and 

control system s in m ore  th an 100 Boeing 737 aircrafts. (ICC Counterfe iting Intelligence  

Bureau, Th e International A nti-Counterfe iting Directory 2007)

19 82 – In a factory in Florida, FBI agents se ized counterfe it “Q ualude” ph arm aceuticals 

w orth  5 m illion of US$. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2007)

19 87 – Counterfe it spare  parts w ere  discovered by US investigators in m ore  th an 600 

h elicopters in service  w ith  NATO  forces. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

19 89  – A counterfe it bolt installed on th e  tail assem bly of a Norw egian Convair 580 aircraft 

caused th e  death  of 55 passengers and crew  m em bers as th e  plane crash ed w h ilst 

enroute  from  Norw ay to Germ any. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

19 9 0 – In Nigeria, 109  ch ildren died after ingesting a counterfe it ph arm aceutical product 

containing paracetam ol and an industrial solvent. (ICC Counterfe iting Intelligence  

Bureau, Th e International A nti-Counterfe iting Directory 2007)

19 9 0 – Betw een 19 9 0 and 19 9 3 counterfe it paracetam ol syrup w as ingested by 339  ch ildren 

in Bangladesh . 70% of th em  did not survive. (CEIPI, Im pacts d e  la contrefaçon et d e  la 

piraterie  en E urope)

19 9 3 – Betw een 19 9 3 and 19 9 6 h uge  q uantitie s of poultry unfit for h um an consum ption 

w ere  sold nationw ide  in Great Britain. Th e  poultry w as purch ased by unsuspecting 

butch ers and re staurants. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2007)

19 9 4 – In th e  United K ingdom  a w h olesaler discovered th at good q uality counterfe it Z antac 

h ad been sent to h im  by a Gree k  source. (Satch w ell G., A  Sick  Business)

19 9 4 – In th e  United K ingdom  counterfe it w ash ing pow der w as found to contain caustic 

soda w h ich  burned th e  h ands of people w h o used it. (ICC Counterfe iting Intelligence  

Bureau, Th e International A nti-Counterfe iting Directory 2007)

19 9 5 – Bulk  ph arm aceutical ingredients sh ipped to th e  United States from  Ch ina w ere  

counterfe it. A US brok er of bulk  drugs bough t counterfe it gentam icin sulfate  at low  

price  from  unapproved sources in Ch ina and distribute  th e  ingredients to tw o m edicines 

producers. (Spie s A., Van D usen V., Counterfe it Drugs: A  Menace Keeps Growing)
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19 9 5 – In H aiti, 89  people died after h aving tak en a counterfe it paracetam ol-based syrup 

contam inated w ith  dieth ylene  glycol – a toxic substance  used for exam ple to produce  

antifreeze  liq uid for th e  autom otive sector. (W IPO , W IPO  National Sem inar on Intellectual 

Property R igh ts for Faculty Mem b ers and  Stud ents of  A jm an University)

19 9 5 – In New  Z ealand, counterfe it tail rotor blades th at disintegrated in fligh t cause  an 

h elicopter to crash . (FIA International R esearch  LTD., Contrab and , O rganized  Crim e and  th e  

Th reat to th e  Transportation and  Supply Ch ain Function)

19 9 5 – A clandestine  facility used by th e  Italian Cam orra to produce  counterfe it m edicines 

w as discovered in Naples. (Satch w ell G., A  Sick  Business)

19 9 5 – After police  investigations in th e  United States of Am erica a Ch inese  crim e  group 

w ith  link s w ith  th e  H ong K ong Triads w as discovered and dism antled. Th e  Crim e  group 

w as active in producing counterfe it softw are  and fak e  h ologram s m anufactured in Ch ina. 

(Interpol International Crim e Police R eview N. 476-477)

19 9 6 – A fak e  m eningitis vaccine  distributed in Niger is believed to h ave caused th e  death  

of m ore  th an 3000 people. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2007)

19 9 6 – Counterfe it baby form ula w as se ized in th e  United States of Am erica. Several k ids 

th at ingested th e  product experienced convulsions. (FIA International R esearch  LTD., 

Contrab and , O rganized  Crim e and  th e  Th reat to th e  Transportation and  Supply Ch ain Function)

19 9 7 – Five counterfe iters in Ch ina h ave been found guilty of producing and selling fak e  

liq uor, causing th e  death  of 36 persons in different regions of th e  Country. (ICC 

Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

19 9 7 – A h elicopter crash  in New  Z ealand led to th e  initiation of crim inal proceedings 

against a supplier of counterfe it h elicopter blades. (ICC Counterfe iting Intelligence  

Bureau, Th e International A nti-Counterfe iting Directory 2007)

19 9 8 – Th e  consum ption of counterfe it alcoh ol containing a h igh  level of m eth anol caused 

th e  death  of 27 people in Ch ina’s Sh anxi Province  w h ile oth er 200 consum ers w ere  

h ospitalized. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2007)

19 9 8 – After investigations initiated in Sw itzerland and related to pirate  CD  R O Ms 

dispatch ed via registered air m ail as sam ples of “ready to serve m icrow ave m eals”, 44 

consignm ents containing 2.5 m illion CD s w ere  intercepted. Th e  consignm ents w ere  

delivered th rough  a free  trade  zone  in Naples to front organizations, m ost of th em  

link ed to th e  Cam orra. (H etzer W., God fath ers and  Pirates: Counterfe iting and  O rganized  Crim e)

19 9 8 – Th e  Brazilian H ealth  Ministry reported th at at least 60 counterfe it drugs, including 

several paink illers and antib iotics, w ere  distributed in th e  country by h ospitals and 

ph arm acies. (W IPO , W IPO  National Sem inar on Intellectual Property R igh ts for Faculty Mem b ers 

and  Stud ents of  A jm an University)
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19 9 8 – Investigations conducted in Canada brough t to ligh t th e  existence  of a large  scale 

crim inal activity link ed to Asian crim e  groups operating internationally. Th e  sam e  group 

w as involved in traffick ing of counterfe it goods as w ell as of h eroin. (Union des 

Fabricants, Counterfe iting and  O rganized  Crim e)

19 9 9  – In Indonesia m illions of counterfe it paink illers and anti- im potence  drugs w ere  se ized 

by th e  law  enforcem ent officers during a raid conducted on a w are h ouse  located in th e  

Sunter sub -district of North  Jak arta. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

19 9 9  – A patient in th e  United K ingdom  found th at th e  ph arm aceutical products sent to 

h im  by a ph arm aceutical producer h ad been dam aged during th e  transit. It w as later 

discovered th at th e se  m edicines w ere  part of a larger consignm ent intended for th e  R ed 

Cross in R ussia and th at th e  R ussian m afia w as believed to be  involved in th is diversion. 

(Satch w ell G., A  Sick  Business) 

19 9 9  – Counterfe it peanut butter, for th e  value of over 100,000 USD, w as sized in Ch ina 

after different raids. Th e  peanut butter factory w as a disused sch ool converted into a 

factory and th e  h ygiene  conditions w ere  totally unsuitable for food m anufacturing. 

(APCO , Glob al Counterfe iting Back ground  Docum ent)

19 9 9  – In Ivory Coast, th e  use  of counterfe it Scotch  w h isk y k illed several people. (APCO , 

Glob al Counterfe iting Back ground  Docum ent)

2000 – Counterfe it and ineffective m alaria m edicines sold in Cam bodia as Mefloq uine  and 

Artesunate, caused th e  death  of dozens of people. (ICC Counterfe iting Intelligence  

Bureau, Th e International A nti-Counterfe iting Directory 2007)

2000 – In th e  United K ingdom , a counterfe it injectable paink iller m anufacturing centre  w as 

discovered in New castle. (Satch w ell G., A  Sick  Business)

2000 – More  th an 150 people died in Ecuador due  to th e  consum ption of counterfe it and 

contam inated alcoh ol. (APCO , Glob al Counterfe iting Back ground  Docum ent)

2000 – In Z am bia counterfe it sh am poo containing acid w as found and se ized by th e  local 

law  enforcem ent officers. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2007)

2000 – In a h ospital in Q uebec, reconditioned and unsafe  industrial circuit break ers 

connected to an intensive  care  unit w ere  discovered. Th e  products presented counterfe it 

certification m ark s. (Canadian Anti Counterfe iting Netw ork , Th e ne ed  for legal reform  in 

Canad a to ad d ress intellectual property crim e)

2001 – According to th e  Ch inese  new spaper Sh enzh en Evening New s, th e  use  of 

counterfe it drugs caused th e  death  of approxim ately 19 2,000 people in Ch ina during th e  

year 2001. (W IPO , W IPO  National Sem inar on Intellectual Property R igh ts for Faculty Mem b ers 

and  Stud ents of  A jm an University)



142

2001 – In th e  United States of Am erica – and precisely in California, O h io, K entuck y, 

Mich igan, New  Jersey, Florida and Missouri – counterfe it Serostim , a m edicine  used for 

th e  AID S treatm ent, penetrated th e  m ark et and w as discovered along w ith  counterfe it 

Nutropin AQ  and Neupogen. (ICC Counterfe iting Intelligence  Bureau, Th e International 

A nti-Counterfe iting Directory 2007)

2001 – In th e  Ch inese  Guangdong Province, 308 tons of counterfe it toxic rice  w ere  

discovered and se ized. Th e  counterfe it rice  contained m ineral oil and oth er substances 

and presented also excessive  levels carcinogen aflatoxin B1. (ICC Counterfe iting 

Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2001 – Th e  use  of counterfe it vodk a caused th e  death  of at least 60 people in Estonia. Th e  

vodk a w as sold in refilled plastic bottles and contained poisonous m eth yl alcoh ol. (ICC 

Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2001 – Counterfe it Viagra tablets originating from  Th ailand w ere  discovered in th e  United 

K ingdom . (Grah am  Satch w ell, A  Sick  Business)

2001 – In Colom bia 20,000 counterfe it tablets of a generic of aspirin and of paink illers 

w ere  found. Th e  tablets contained boric acid and lead paint to give  th e  product a color 

sim ilar to th e  original. (CEIPI, Im pacts d e  la contrefaçon et d e  la piraterie  en E urope)

2002 – Th e  Italian law  enforcem ent auth oritie s discovered a b ig counterfe it airline  parts ring 

th at w as selling substandard and unapproved parts to different airline  com panies. Th e  

unapproved parts w ere  sold w ith  falsified docum ents to state  th e ir airw orth iness. (ICC 

Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2002 – After investigations carried out by th e  Canadian law  enforcem ent auth oritie s it w as 

reported th at probably 20 containers of counterfe it toys w ere  im ported in Canada. Th e  

toys posed a ch ok ing h azard. (Canadian Anti Counterfe iting Netw ork , Th e ne ed  for legal 

reform  in Canad a to ad d ress intellectual property crim e)

2002 – Counterfe it diet pills caused several death s in Ch ina. Th e  pills contained banned 

substances and w ere  produced in Ch ina. (W IPO , W IPO  National Sem inar on Intellectual 

Property R igh ts for Faculty Mem b ers and  Stud ents of  A jm an University)

2002 – A factory of counterfe it drugs w as raided in India. Th e  investigators found, am ong 

oth er counterfe it m edicines, 10,000 vials of a fak e  and expensive  antib iotic. (ICC 

Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2002 – A traffic of pirate  DVD s m anaged by th e  Ch inese  Triads w as discovered in th e  

United K ingdom . Th e  crim inal organization w as also involved in traffick ing in h um an 

be ings from  Ch ina. (Union des Fabricants, R apport contrefaçon et crim inalité organiseé 3em e 

ed ition)

2002 – Th e  use  of counterfe it alcoh ol is believed to be  th e  cause  under th e  death  of a 

British  tourist in Turk ey. Toxic m eth anol w as in fact found in h er bloodstream  during th e  

autopsy. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2007)
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2002 – D uring th e  Ch ristm as h olidays, traffic in pirated CD s w as discovered in th e  United 

K ingdom . Th e  traffic w as m anaged by Asian m afia crim inal organizations th at im ported 

th e  CD s from  th e  Indian Sub-Continent. (Union des Fabricants, R apport contrefaçon et 

crim inalité organiseé 3em e ed ition)

2002 – In London counterfe it versions of Joh nnie  W alk er Black  Label w ere  found for sale. 

Th e  counterfe its contained very h igh  levels of m eth anol. (ICC Counterfe iting 

Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2002 – Th e  United States of Am erica Custom s Service  se ized 27,000 of counterfe it 

analgesics containing no active ingredient. (APCO , Glob al Counterfe iting Back ground  

Docum ent)

2003 – Th e  United States com petent auth oritie s se ized counterfe it batterie s and electrical 

goods, w h ose  value w as of approxim ately 8 m illion US dollars. Th e  products’ approval 

m ark s w ere  counterfe it and th e se  parts caused dangerous explosion of toys and 

electronic eq uipm ent. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2006)

2003 – In Laos and in Cam bodia law  enforcers intercepted counterfe it versions of 

Artesunate  tablets, a drug used for th e  treatm ent of a particularly resistant strain of 

m alaria. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2007)

2003 – Counterfe it sh am poo w as found in different parts of Canada, sold in drug stores or 

utilized in h air salons. Th e  sh am poo contained dangerous and potentially h arm ful 

bacteria, th at could generate  risk s for th e  h um an h ealth  if com ing in contact w ith  open 

w ounds or th e  eyes. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-

Counterfe iting Directory 2007)

2003 – In th e  United States of Am erica, law  enforcem ent officers discovered counterfe it 

version of th e  anti-anem ia drug Procrit. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

2003 – A distributor of aircraft parts and tw o of h is  officers w ere  found guilty of selling 

counterfe it civil and m ilitary aircraft parts. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

2003 – Th e  consum ption of counterfe it w ine, containing a com ponent used to produce  

industrial ch em icals caused th e  death  of tw o people in Th ailand. (ICC Counterfe iting 

Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2003 – Counterfe it rum  containing eth yl glycol, a solvent used for different purposes, 

caused th e  death  of one  person in Finland. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

2003 – In th e  United States of Am erica m ore  th an 18 m illion of counterfe it “Lipitor” 

tablets w ere  found and recalled from  legitim ate  ph arm aceutical drug supply com panies. 
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(Canadian Anti Counterfe iting Netw ork , Th e ne ed  for legal reform  in Canad a to ad d ress 

intellectual property crim e)

2004 – Four internet sites w ere  closed by th e  US Food and D rug Adm inistration for selling 

counterfe it contraceptive patch es w ith  no active ingredient. (ICC Counterfe iting 

Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2004 – In Ch ina th e  use  of counterfe it baby m ilk -pow der form ula containing no nutritional 

value caused th e  death  of at least 13 babie s. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2007)

2004 – At least 11 people died in Ch ina w h ile dozens w ere  h ospitalized due  to th e  use  of 

counterfe it liq uor. Th e  liq uor contained form aldeh yde  and w ere  m ostly bough t at a rural 

m ark et. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2007)

2004 – In France  a distribution point for different illicit substances (cocaine  and h eroine) 

and stolen and counterfe it goods w as discovered and dism antled. (Union des Fabricants, 

R apport contrefaçon et crim inalité organiseé 3em e ed ition)

2004 – D uring “O peration Fastlink ” m ore  th an 10 countrie s cooperated to dism antle w ell-

k now n crim inal organizations involved in on-line  piracy. More  th an 120 search e s w ere  

perform ed w orldw ide  and m ore  th an 200 com puters w ere  se ized, including 30 com puter 

servers. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2006)

2005 – Th e  Italian Custom s intercepted 1,136,000 counterfe it toys at th e  State  borders and 

th e  Italian Guardia di Finanza se ized 7,249 ,369  toys already on th e  m ark et. 

(Confesercenti, Contraffazione e  crim inalità inform atica: i d anni all’econom ia e  alle im prese  - 

'counterfe iting and  IT crim es: d am ages to th e  econom ic system  and  to th e  enterprise s')

2005 – D ifferent people w ere  arrested th e  United States, Canada, Israel, France  Belgium , 

D enm ark , th e  Neth erlands, th e  United K ingdom , Germ any, Portugal and Australia. 

Th ese  arrests w ere  conducted during th e  “O peration Site  D ow n”, conducted in 10 

different countrie s to h it th e  crim inal organizations involved in th e  illegal distribution 

and trade  of copyrigh ted m aterials. Th e  value of th e  se ized pirated w ork s w as 

approxim ately of 50 m illion US dollars. (ICC Counterfe iting Intelligence  Bureau, Th e 

International A nti-Counterfe iting Directory 2006)

2005 – Counterfe it rak i – a typical Turk ish  alcoh olic beverage  – containing leth al levels of 

m eth yl alcoh ol caused th e  death  of 23 people w h ile dozens w ere  h ospitalized. Th e  rak i 

bottles carried original labels th at w ere  previously stolen by th e  counterfe iters and 

attach ed on th e  fak e  product. (ICC Counterfe iting Intelligence  Bureau, Th e International 

A nti-Counterfe iting Directory 2007)

2005 – In a w are h ouse  located in Um m  Al Q uw ain – one  of th e  seven em irates of th e  

United Arab Em irates – th e  police  se ized counterfe it car parts w h ose  valor w as of 

approx. 10 m illion US dollars. More  th an 100,000 counterfe it parts w ere  se ized, 
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including fak e  brak e  pads, clutch es and filters. (ICC Counterfe iting Intelligence  Bureau, 

Th e International A nti-Counterfe iting Directory 2007)

2006 – A counterfe it drug containing dieth ylene  glycol caused th e  death  of 11 people in 

Ch ina. (ICC Counterfe iting Intelligence  Bureau, Th e International A nti-Counterfe iting 

Directory 2007)

2006 – Th e  Italian custom s and th e  Guardia di Finanza se ized m ore  th an 1,5 m illion 

counterfe it item s (cloth es and sunglasses) at th e  Italian airport of Fium icino. Th e  

e stim ated value exceeded 15,000,000 Euro. Th e  counterfe it sunglasses posed risk s to th e  

eyes’ safety to th e ir low  filtering capacity. (Italian Custom s Agency)

2006 – 35,000 counterfe it electrical products w ere  se ized by th e  Italian Guardia di Finanza. 

Th e  products posed risk s of electric or th erm al sh ock  and of blaze. (Confesercenti, 

Contraffazione e  crim inalità inform atica: i d anni all’econom ia e  alle im prese  - 'counterfe iting and  IT 

crim es: d am ages to th e  econom ic system  and  to th e  enterprise s')

2006 – Th e  Italian custom s and th e  Guardia di Finanza se ized a container w ith  15 tons of 

counterfe it toys originating from  Ch ina. (Italian Custom s Agency)

2006 – Th e  use  of dieth ylene  glycol in counterfe it cough  syrup, anth istam ine  tablets, 

calam ine  lotion and rash  ointm ent k illed 38 people in Panam a. (ICC Counterfe iting 

Intelligence  Bureau, Th e International A nti-Counterfe iting Directory 2007)

2007 – Th e  Italian custom s and Guardia di Finanza in Naples se ized different sh ipm ents of 

counterfe it products (from  sunglasses to toys) w h ose  value w as e stim ated in 11,000,000 

of Euro. (Italian Custom s Agency)

2007 – Counterfe it Colgate tooth paste, containing dieth ylene  glycol, w as found on sale in 

different Countrie s: i.e. Spain, th e  United States of Am erica, Panam a, th e  D om inican 

R epublic and Australia. (h ttp://w ebintel.w ordpress.com )
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Inte rnational le gislative  back ground

1. INTER NATIO NAL INTELLECTUAL PR O PER TY LAW

1. Agreem ent on Trade -R elated Aspects of Intellectual Property R igh ts (O fficial Gazette  

R S-MP, No 10/19 9 5)

2. Convention Establish ing th e  World Intellectual Property O rganization (O fficial 

Gazette  SFR J-MP, No 31/19 72 and 4/19 86, O fficial Gazette  R S, No 24/19 9 2, O fficial 

Gazette  R S-MP, No 9 /19 9 2, No 3/2001, No 3/2007)

Copyrigh t

1. Berne  Convention for th e  Protection of Literary and Artistic Work s (O fficial Gazette  

SFR J-MP, No 14/19 75 and 4/86, O fficial Gazette  R S, No 24/19 9 2, O fficial Gazette  R S-

MP, No 9 /19 9 2, No 3/2007)

2. Universal Copyrigh t Convention (O fficial Gazette  SFR J-MP, No 54/19 73, O fficial 

Gazette  R S-MP, No 15/19 9 2)

3. Convention R elating to th e  D istribution of Program m e -Carrying Signals Transm itted 

by Satellite  (O fficial Gazette  SFR J-MP, No 13/19 77, O fficial Gazette  R S-MP, No 15/19 9 2)

4. Convention for th e  Protection of Producers of Ph onogram s Against Unauth orized 

D uplication of Th e ir Ph onogram s (O fficial Gazette  R S-MP, No 8/19 9 6)

5. Convention for th e  Protection of Perform ers, Producers of Ph onogram s and 

Broadcasting O rganisations (O fficial Gazette  R S-MP, No 8/19 9 6)

6. World Intellectual Property O rganisation Copyrigh t Treaty (O fficial Gazette  R S-MP, 

No 25/19 9 9 )

7. World Intellectual Property O rganisation Perform ances and Ph onogram s Treaty 

(O fficial Gazette  R S-MP, No 25/19 9 9 )

Industrial Prope rty

1. Paris Convention for th e  Protection of Industrial Property (O fficial Gazette  SFR J-

MP, No 5/19 74, No 7/19 86, O fficial Gazette  R S, No 24/19 9 2, O fficial Gazette  R S-MP, No 

9 /19 9 2, No 3/2007)
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1. Patent Cooperation Treaty (O fficial Gazette  R S-MP, No 19 /19 9 3, No 3/2007)

2. Budapest Treaty on th e  International R ecognition of th e  D eposit of Micro-organism s 

for th e  Purposes of Patent Procedure  (O fficial Gazette  R S-MP, No 21/19 9 7, No 3/2007)

3. Strasbourg Agreem ent Concerning th e  International Patent Classification (O fficial 

Gazette  R S-MP, No 7/2001, No 3/2007)

4. Patent Law  Treaty (O fficial Gazette  R S-MP, No 4/2002)

5. Convention on th e  Grant of European Patents of 5 O ctober 19 73, as last am ended 

on 10 D ecem ber 19 9 8 (O fficial Gazette  R S-MP, No 19 /2002)

6. Protocol on th e  Interpretation of Article 69  of th e  Convention on th e  Grant of 

European Patents of 5 O ctober 19 73 (O fficial Gazette  R S-MP, No 19 /2002)

7. Protocol on th e  Centralisation of th e  European Patent System  and on its Introduction 

(O fficial Gazette  R SMP, No 19 /2002)

8. Protocol on Jurisdiction and th e  R ecognition of D ecisions in re spect of th e  R igh t to 

th e  Grant of a European Patent (O fficial Gazette  R S-MP, No 19 /2002) 

9 . Protocol on Privileges and Im m unitie s of th e  European Patent O rganisation (O fficial 

Gazette  R S-MP, No 19 /2002)

10. Agreem ent dated 17 O ctober 2000 on th e  application of Article 65 of th e  

Convention on th e  Grant of European Patents (O fficial Gazette  R S-MP, No 19 /2002)

11. Act R evising th e  Convention on th e  Grant of European Patents of 29  Novem ber 

2000 (O fficial Gazette  R SMP, No 19 /2002)

12. Im plem enting R egulations to th e  Convention on th e  Grant of European Patents 

(O fficial Gazette  R S-MP, No17/2003)

13. R ules R elating to Fees of 20 O ctober 19 77 as last am ended by decision of th e  

Adm inistrative Council of th e  European Patent O rganisation of 13 D ecem ber 2001 

(O fficial Gazette  R S-MP, No 17/2003)

14. Agreem ent betw een th e  Governm ent of Slovenia and th e  European Patent 

O rganisation on co-operation in th e  field of patents (O fficial Gazette  R S-MP, No 15/9 3, 

No 11/2000) (applicable for req uests for extension of European patents filed before  1 

D ecem ber 2002)

15. Agreem ent im plem enting Article 3(3) of th e  Agreem ent betw een th e  Governm ent 

of Slovenia and th e  European Patent O rganisation on co-operation in th e  field of patents 

(O fficial Gazette  R S-MP, No 2/19 9 4, No 11/2000) (applicable for req uests for extension of 

European patents filed before  1 D ecem ber 2002) 
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1. H ague  Agreem ent Concerning th e  International D eposit of Industrial D esigns 

(O fficial Gazette  R S-MP, No 20/19 9 4, No 3/2007)

2. Geneva Act of th e  H ague  Agreem ent concerning th e  International R egistration of 

Industrial D esigns (O fficial Gazette  R S-MP, No 4/2002)

3. Com m on R egulations Under th e  19 9 9  Act, th e  19 60 Act and th e  19 34 Act of th e  

H ague  Agreem ent (O fficial Gazette  R S-MP, No 15/2006)

4. Locarno Agreem ent Establish ing an International Classification for Industrial D esigns 

(O fficial Gazette  SFR J-MP, No 51/19 74, O fficial Gazette  R S, No 24/19 9 2, O fficial Gazette  

R S-MP, No 9 /19 9 2, No 3/2007)

1. Madrid Agreem ent Concerning th e  International R egistration of Mark s (O fficial 

Gazette  SFR J-MP, No 2/74, O fficial Gazette  R S, No 24/19 9 2, O fficial Gazette  R S-MP, No 

9 /19 9 2, No 3/2007)

2. Protocol to th e  Madrid Agreem ent Concerning th e  International R egistration of 

Mark s (O fficial Gazette  R SMP , No 21/19 9 7)

3. Com m on R egulations under th e  Madrid Agreem ent Concerning th e  International 

R egistration of Mark s and th e  Protocol R elating to th at Agreem ent (O fficial Gazette  R S-

MP, No 2/2006)

4. Tradem ark  Law  Treaty (O fficial Gazette  R S-MP, No 28/2001)

5. Nice  Agreem ent Concerning th e  International Classification of Goods and Services 

for th e  Purposes of th e  R egistration of Mark s (O fficial Gazette  SFR J-MP, No 51/19 74, 

O fficial Gazette  R S, No 24/19 9 2, O fficial Gazette  R S-MP, No 9 /19 9 2, No 3/2007)

6. Vienna Agreem ent Establish ing an International Classification of th e  Figurative 

Elem ents of Mark s (O fficial Gazette  R S-MP, No 7/2001, No 3/2007)

7. Nairobi Treaty on th e  Protection of th e  O lym pic Sym bol (O fficial Gazette  R S-MP, 

No 5/19 9 8)

Plant varie tie s

1. International Convention for th e  Protection of New  Varietie s of Plants (O fficial 

Gazette  R S-MP, No 13/19 9 9 ) (w ith in th e  com petence  of th e  Ministry of Agriculture, 

Forestry and Food)
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2. TH E MO ST R ELEVANT CO NVENTIO NS

Paris  Conve ntion for th e  Prote ction of Industrial Prope rty

Th e  Paris Convention for th e  Protection of Industrial Property, entered into force  in 

1883 but subseq uently m odified in various occasions, is  aim ed at creating a Union am ong 

th e  ratifying countrie s in order to guarantee  a m ore  efficient protection of industrial 

property. As w ell specified in th e  first article, th e  term  industrial property is utilized w ith  a 

broader scope  covering patents, utility m odels, industrial designs, tradem ark s and indications 

of origin (art. 1.2). Th e  need to protect tradem ark s or patents is integrated by th e  necessity 

to punish  unfair com petition practices w ith in th e  territory of th e  Union.   

Th e  system  outlined by th e  Convention is based on a righ t of priority th at is acq uired by 

th e  subject w h o filed, in one  of th e  Mem ber States, a req uest to obtain a patent or to 

register a tradem ark  or a utility m odel. Th e  righ t of priority perform s its peculiar function 

w h en th e  before  m entioned subject decides to file th e  sam e  req uest in a different Mem ber 

State. Th e  rules governing th e  system  are  e stablish ed by articles from  3 to 4 b is. Th ey 

provide  for a m axim um  validity period given to th e  righ t of priority and for th e  regulations 

of th ose  juridical im plications th at, in th is period, could arise  betw een th e  filing of th e  first 

req uest and oth er req uests subseq uently filed in different Mem ber States. Th e  latter 

necessity is not only conseq uential to a subseq uent filing presented by a subject different 

from  th e  one  enjoying th e  righ t but it is also im portant in th e  case  in w h ich  th e  sam e  subject 

intends to obtain a patent or tradem ark  in m ore  th an one  country of th e  Union. Follow ing 

th e  provisions of art. 4 b is, each  patent obtained in one  of th e  Mem ber States is  

independent from  an oth er patent w ith  th e  sam e  object th at h as been obtained in any oth er 

Mem ber States or in a th ird country. Th e  righ t of priority, as intended by th e  Convention, 

perform s its function also in th e  case  in w h ich  th e  sam e  subject, w h o already filed a req uest 

in one  Mem ber State, decides to file a req uest for a patent or tradem ark , w ith  th e  sam e  

object, in a different Mem ber State. In th is case, and for th e  entire  duration of th e  righ t of 

priority, th e  need arise s to safeguard not only th e  subject th at for first filed th e  req uest, but 

also all th e  oth er subjects th at intend to present th e  sam e  req uest w ith  th e  sam e  subject and 

in th e  sam e  country. Th is latter safeguard is particularly im portant in cases in w h ich  th e  

req uest filed by th e  first subject is not approved or is dropped. In th e se  cases, art. 4.C.4 

provides for th e  righ t of priority to be  attributed to th e  first req uest, in tim ely order, th at 

w as filed subseq uently to th e  dropped or not approved one. 

Th e  independency of patents and tradem ark s is  better understandable if one  th ink s over 

th e  fact th at – in order to be  effective and e specially in cases in w h ich  th e  req uest is filed in 

m ore  th an one  Mem ber State  by th e  sam e  subject – th e  safeguard granted to th e  subject 

enjoying th e  righ t of priority needs th e  creation of a system  in w h ich  th e  filing of a req uest 

in one  Mem ber State  is not prevented or invalidated by th e  granting of a patent or a 

tradem ark  w ith  th e  sam e  object in any oth er Mem ber State  or by th e  entering into 

production of th e  object of th e  req uest (art. 4.B). Th is w ould prevent th e  req uesting subject 



151

to enjoy th e  patent or tradem ark  granted and w ould force  h er/h im  to w ait for th e  

conclusion of all th e  granting procedures initiated in all th e  Mem ber States by oth er subjects 

filing an application w ith  th e  sam e  object. Th e  independency of patents and tradem ark s h as 

th e  function of preventing th e se  interferences and is of fundam ental im portance  w h en th e  

system  is not based upon th e  m utual recognition of patents and tradem ark s. 

Art. 5.A.1 is inspired by th e  sam e  ratio. It states th at a subject to w h om  a patent w as 

granted in one  Mem ber State  h as th e  possib ility to im port articles produced in oth er 

countrie s of th e  Union and th at th is be h avior w ill not result in a forfe iture  of th e  patent.

In th e  case  of a subseq uent req uest filed to obtain a tradem ark  already registered by th e  

subject in anoth er country of th e  Union, th is req uest m ust be  accepted by any Mem ber 

State, th e  only condition be ing th e  presentation by th e  subject of a certificate  proving th at 

th e  registration w as granted in one  country of th e  Union. H ow ever, th e  registration m ay be  

refused if th e  tradem ark  itself could infringe  righ ts already acq uired by th ird partie s in th e  

Mem ber State  (art. 6 q u inq u ies).

Th e  protection accorded by th e  Paris Convention to th e  h older of an industrial property 

righ t w h o is a national of one  country of th e  Union, h as th e  effect of granting to th e  righ t 

h older th e  righ t to enjoy in any country of th e  union th e  sam e  treatm ent and th e  sam e  

righ ts th at th e  Mem ber State  accords to its nationals, including legal rem edie s against any 

infringem ent of h er/h is righ ts (art. 2).

O th er provisions, i.e. th e  rem aining paragraph s of art. 5, are  related to th e  fram ew ork  

th at form s th e  basis for exercising industrial property righ ts th at, in th e  case  of patents for 

instance, provides for com pulsory licenses w h ich  serve  th e  purpose  of avoiding th at 

inactivity on th e  part of th e  righ t h older – th e  so called failure to work  – could result in an 

abusive  exercise  of h er/h is righ ts. 

Th e  Paris Convention contains also provisions related to th e  identification of rem edie s 

against th e  infringem ent of industrial property righ ts. In th e se  regards art. 9  provides for an 

obligation to se ize  on im portation th ose  goods w h ich  unlaw fully bear a tradem ark  or trade  

nam e. Th is provision m ust be  applied in all th ose  countrie s of th e  Union in w h ich  th e  

tradem ark  w as registered and th e  se izure  is m ade  upon req uest of th e  com petent auth oritie s 

or of th e  interested party. W h ile th is obligation is valid also in th e  Mem ber States w h ere  th e  

unlaw ful tradem ark  w as affixed, th e  com petent auth oritie s are  not bound to se ize  goods in 

transit. In th e  case  in w h ich  th e  legislative fram ew ork  of th e  Mem ber State  does not provide  

for th e  se izure  on im portation, th e  latter sh ould be  substituted w ith  a proh ib ition of 

im portation or w ith  se izure  inside  th e  country. Follow ing th e  last paragraph  of art. 9 , 

legislation of th ose  countrie s of th e  Union w h ich  does not provide  for se izure  on 

im portation, se izure  inside  th e  country and proh ib ition on im portation sh ould be  m odified 

accordingly. In th e  m eantim e  th e se  m easures sh ould be  replaced by th e  rem edie s provided 

by th e  national law s of th e  Mem ber State  in such  cases to its nationals. Art. 10 extends th e  

validity of th e se  provisions also to th e  cases related to a false  indication of origin.

Th e  legislative fram ew ork  outlined by th e  Convention is com pleted by art. 10 b is and 10 

ter, w h ich  deal respectively w ith  unfair com petition and w ith  th e  rem edie s th at th e  h olders 
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of an industrial property righ t are  entitled to use  in cases of infringem ent of such  righ ts. 

Th e  w ording of th e se  articles appears not m andatory. Art. 10 b is call for th e  necessity for 

any Mem ber State  to grant an effective protection against unfair com petition for any 

national of a country of th e  Union. Unfair com petition is defined as every act of 

com petition contrary to h onest practices in industrial or com m ercial m atters. Art. 10 ter 

provides for a generic com m itm ent undertak en by all Mem ber States to grant, to all 

nationals of a country of th e  Union, appropriate  and effective legal rem edie s to repress 

th ose  acts constituting a violation of an industrial property righ t under th e  Convention.

Be rne  Conve ntion for th e  Prote ction of Lite rary and Artistic W ork s

Th e  Berne  Convention, as th e  Paris Convention, is also aim ed at creating a Union 

am ong th e  ratifying countrie s but protection, in th is case, w ill be  granted to literary and 

artistic w ork s. D ue  to th e  different subject of th e  protection, th e  fram ew ork  outlined by th e  

Berne  Convention differs from  th e  one  previously tak en into consideration and in particular 

th e  provisions related to th e  righ t of priority are  not present, since  th ey are  m ostly link ed 

w ith  th e  system  of patents or of grants. Th e  object of protection is constituted by a vast 

typology of w ork s, from  literary w ork s in broad sense  to paintings, draw ings and 

arch itecture, from  ph otograph ic w ork s to m usical com positions, ch oreograph ic w ork s and 

entertainm ent, and cinem atograph ic w ork s (art 2.1). To all th e se  w ork s, protection is 

granted by th e  Convention in each  country of th e  Union and th e ir auth ors are  th e  subjects 

entitled to enjoy th e  righ ts de scending from  its provisions. In case  th e  auth or is a national 

of a Mem ber State, sh e/h e  w ill enjoy th e  righ ts provided even w ith out a publication of 

h er/h is creation w h ile, in case  th e  auth or is a national of a th ird country and intends to 

enjoy th e  sam e  righ ts, th e  first publication of h er/h is w ork  in one  of th e  Mem ber State  or a 

sim ultaneous publication in different countrie s am ong w h ich  at least one  is a Mem bers State  

of th e  Union, is a precondition for th e  attribution of th e se  righ ts (art. 301). H ow ever, art. 4 

provides for different criteria in th e  case  of cinem atograph ic and arch itecture  w ork s.

Th e  system  outlined by th e  Convention grants to th e  subjects entitled th e  righ t to enjoy, 

in each  Mem ber Country different from  th e  one  of origin, of th ose  righ ts th at th e ir national 

law s provide  for th e ir citizens and of th ose  righ ts identified by th e  Convention. Exercise  of 

th e se  righ ts cannot be  lim ited by Mem ber States and is not consecutive to th e  circum stance  

th at th e  w ork  already enjoys protection in th e  country of origin. Th e  country of origin is 

th e  Mem ber State  of th e  Union w h ere  th e  w ork  w as publish ed for th e  first tim e. In th e  case  

of sim ultaneous publications in m ore  countrie s of th e  Union, th e  Mem ber State  in w h ich  

th e  relevant legislation grants th e  sh ortest duration for th e  protection w ill be  identified as 

th e  country of origin. In case  of sim ultaneous publication in a th ird country and in a 

country of th e  Union, th e  latter w ill be  considered as country of origin (art. 5).

Th e  Berne  Convention affirm s th at th e  auth or enjoys both  econom ic and m oral righ ts. 

Moral righ ts refer to th e  righ t to claim  th e  auth orsh ip of th e  w ork  and to oppose  to any 

distortion or m odification of th e  w ork  (art. 6 b is). Moreover, th e  auth or enjoys th e  exclusive  

righ t to auth orize  th e  translation and reproduction of h er/h is w ork . Th e  latter provision is 
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not applicable in som e  determ ined circum stances specified by th e  national legislation in 

w h ich  free  utilizations of th e  w ork  are  allow ed. Th e  econom ic righ ts are  ensh rined in art. 14 

ter and refers to th e  righ t to enjoy an interest in any sale of th e  w ork  subseq uent to th e  first 

transfer by th e  auth or of th e  w ork .

Th e  auth or is entitled to exercise  th e  righ t of action aim ed at obtaining recognition of 

h er/h is righ ts upon identification and, to th is end, it is sufficient th at h er/h is initials appear 

on th e  w ork , even in th e  case  in w h ich  a pseudonym  is utilized.

As already m ade  in th e  Paris Convention, th e  Berne  Convention indicates a serie s of 

req uirem ents w h ich  lead to th e  creation of specific righ ts upon certain subjects. H ow ever, 

even in th is case  th e  im plem entation ph ase  of th e  said righ ts appears to be  w eak , 

particularly for w h at concerns th e  cooperation am ong Mem ber States for th e  granting of 

th e  provided protection. Art. 16 is th e  only relevant provision in th e se  regards. It affirm s 

th at non-auth orized copie s of literary and artistic w ork s th at are  protected under th e  

Convention sh ould be  se ized in any Mem ber State  w h ich  grants protection to th e  said 

w ork s. Th is provision sh ould be  applied also w h en th e  non-auth orized copie s originate  

from  a country th at do not grants protection to th e  said w ork , w h ile th e  se izure  sh ould be  

m ade  in accordance  w ith  th e  legal provisions applicable in th e  Mem ber State  in w h ich  th e  

se izure  is m ade.

Madrid Agre e m e nt Conce rning th e  Inte rnational R e gistration of Mark s

Th e  international legislative fram ew ork  related to registration and securing of 

International Mark s is  outlined by th e  Madrid Agreem ent Concerning th e  International 

R egistration of Mark s of 189 1 (h ere inafter th e  Madrid Agreem ent) and by th e  Protocol 

R elating to th e  Madrid Agreem ent Concerning th e  International R egistration of Mark s of 

19 89  (h ere inafter th e  Madrid Protocol). Th ese  tw o legal instrum ents form  th e  so called 

“Madrid System ”

1

.

In order to obtain protection for th e  International Mark , th e  interested party h as to file a 

req uest for registration of th e  Mark . Follow ing th e  provision of th is onus, th e  tw o legislative 

instrum ents create  an international registration system , under th e  adm inistration of th e  

World Intellectual Property O rganization (W IPO ).

Th e ir innovative ch aracter lies e ssentially in th e  sim plification of th e  registration 

procedures th at th ey introduce. Prior to th e  Madrid Agreem ent, th e  Mark  ough t to be  

registered in each  country w ith in w h ich  th e  subject intended to e stablish  trade  relations. 

Th e  Agreem ent provides for th e  creation of a Union am ong th e  ratifying countrie s. 

Nationals of a Mem ber State  w h ich  already registered th e  Mark  in th e ir country of origin – 

w h ose  m eaning is defined later – m ay obtain protection for th e  said Mark  in all th e  

countrie s of th e  Union th rough  its registration at th e  International Bureau of Intellectual 

Property, created w ith in th e  W IPO

2

. Th e  term s Mem ber State  or country of th e  Union 

sh all be  utilized interch angeably. 

Follow ing art. 1 of th e  Agreem ent th e  country of origin is identified in: 1) th e  country 

of th e  Union w h ere  th e  applicant h as a real and effective industrial or com m ercial 
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establish m ent; or 2) in case  sh e/h e  h as no e stablish m ent, th e  country of th e  Union w h ere  

sh e/h e  h as h er/h is dom icile; or 3) in th e  case  in w h ich  th e  applicant h as not a dom icile in 

one  of th e  countrie s of th e  Union but is a national of a Mem ber State, th e  country of 

w h ich  sh e/h e  is  a national. Th e  th ree  indications are  listed in a h ierarch ical order of 

im portance. 

Th e  Madrid Protocol w as adopted w ith  th e  intent of introducing som e  innovations 

w ith in th e  system  of international registration of Mark s created by th e  Madrid Agreem ent. 

O ne  of th e  m ajor differences betw een th e  tw o legislative instrum ents lies in th e  

req uirem ents indicated by th e  instrum ents to obtain th e  international registration of th e  

Mark . W h ile th e  Agreem ent states th at th e  registration can be  filed to th e  International 

Bureau of Intellectual Property only w h en th e  Mark  is  already registered in th e  country of 

origin, art. 2 of th e  Protocol affirm s th at th e  sam e  protection can be  obtained on th e  basis 

of an application for registration filed to th e  com petent national O ffice. If th e  national 

registration -  th at constitutes th e  basis for th e  international registration -  becom es invalid, so 

w ill th e  international registration. Follow ing art. 9  q u inq u ies of th e  Madrid Protocol, 

international registrations revok ed by th e  International Bureau of Intellectual Property m ay 

be  converted, upon req uest, into national or regional applications for registration. In th e se  

cases, th e  date  of deposit of th e  application is identified w ith  th e  date  in w h ich  th e  

international registration w as granted and th e  priority given to th e  eventually revok ed 

international registration is also m aintained. Moreover, th e  h ierarch ical order of im portance  

for th e  individuation of th e  country of origin is no m ore  present in th e  Madrid Protocol. 

Follow ing th e  new  provisions contained in th e  Madrid Protocol, each  m em ber country is 

free  to ch oose  a system  of national individual taxation. Fees are  freely e stablish ed by th e  

Mem ber States, th e  only lim it be ing identified in th e  im possib ility to exceed th e  fee  

req uested for a national registration of a national Mark  (art. 8). 

Th e  Madrid Protocol extends th e  participation to th e  international system  for th e  

registration of Mark s also to th ose  international organisations w h ich  ow ns a regional system  

for th e  registration of Mark s.

Apart from  th e se  differences, th e  Madrid Protocol and Agreem ent h ave a sim ilar 

structure. International registration of a Mark  is, in fact, not intended to create  an 

international Mark  rath er a centralized deposit system , w h ose  efficacy is very sim ilar to a 

serie s of national or regional applications for registration. For w h at concerns th e  interested 

party, th e  international registration cannot be  filed directly by h er/h im , be ing th is a 

com petence  of th e  national or regional bureau for industrial property to w h ich  th e  subject 

filed th e  application for registration.

Th e  Madrid Agreem ent and Protocol are  tw o different legal instrum ents and th ey can 

h ave a contem poraneous/joint/separate  application. O n th e  basis of th e  interested 

countrie s, international applications for registration could find th e ir regulation on th e  

Protocol or th e  Agreem ent alone or in both  instrum ents. In th e  latter case  a safeguard 

clause  contained in art. 9  sex ie s of th e  Protocol, states th e  prevalence  of th e  norm s 

contained in th e  Madrid Agreem ent for th ose  countrie s th at are  Contracting Partie s of both  

th e  Agreem ent and th e  Protocol.
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Agre e m e nt on Trade  R e late d Aspe cts  of Inte lle ctual Prope rty R igh ts

Th e  Agreem ent on Trade  R elated Aspects of Intellectual Property R igh ts of 19 9 4 

(h ere inafter TR IPs Agreem ent) prom oted by th e  W TO , im proves th e  definition of 

Intellectual Property R igh ts (IPR s) as w ell as th e ir utilization and im plem entation. Th e  

pream ble to th e  treaty confirm s th is orientation and Mem ber States affirm  th e  need to 

create  a system  to grant th e  application of th e  Convention, deem ing of fundam ental 

im portance  th at th e  ratifying countrie s actively cooperate  to th is end, in particular 

overcom ing possible disputes arising am ong th em . Th e  Berne  and th e  Paris Convention 

form  th e  basis for th e  system  outlined by th e  TR IPs Agreem ent th at furth er develops th e ir 

potential and collects in one  text th e  subject m atter to w h ich  protection is granted, th us 

elim inating th e  different regim es of protection th at w ere  in fact granted to industrial 

property (Paris Convention) and to literary and artistic w ork s (Berne  Convention). Th e  

m ajor aim  of th e  Treaty and of th e  outlined system  is to contribute  to tech nological 

innovation and to its diffusion, in order to create  m utual advantages for producers and 

consum ers, th us encouraging th e  grow th  of social and econom ic w elfare  and a balance of 

righ ts and obligations (art. 7). To th is end, art. 1 states th at Mem ber States com m it 

th em selves to ensure  th at th e  norm s of th e  Convention find proper application and to 

accord th e  treatm ent th ey indicate  to th e  citizens of th e  entitled Mem ber States. Th e  latter 

are  identified th ank s to th e  norm s of th e  Bern and th e  Paris Convention, w h ich  find explicit 

reference  in th e  TR IPs Agreem ent. Anoth er reference  can be  found in art. 2, w h ich  affirm s 

th at, in relation to th e  definition and utilization of th e  righ ts provided by th e  Convention 

and in relation to th e  indication of th ose  m easures intended to ensure  th e ir enforcem ent, 

Mem ber States h ave to com ply w ith  th e  norm s of th e  Paris and of th e  Berne  Convention 

and th e  obligations descending from  th e se  tw o legislative instrum ents cannot be  derogated 

by th e  TR IPs Agreem ent. 

Tw o are  th e  guiding principles of th e  Convention th at are  aim ed at creating effective 

cooperation am ong Mem ber States for th e  protection of IPR s. Th e  first guiding principle 

provides for th e  application, in any of th e  ratifying countrie s and w ith  regards to a national 

of any anoth er Mem ber State, of a protection and treatm ent not less favorable th an th e  one  

th at th e  legislative fram ew ork  of th e  Mem ber State  accords to its nationals (art. 3). Th e  

second guiding principle is th e  clause  of th e  m ost favored nation (art. 4), follow ing w h ich  

th e  ratifying country th at sh ould decide  to accord a m ore  favorable treatm ent to th e  

nationals of anoth er Mem ber State, is bounded to extend th is treatm ent to th e  nationals of 

all th e  oth er ratifying countrie s. Th e  exceptions to th is general rule are  e ssentially related to 

th e  case  in w h ich  th e  object of th e  m ore  favorable treatm ent does not concern only 

procedures related exclusively to IPR s or derives from  a Treaty entered into force  before  th e  

TR IPs Agreem ent.

Copyrigh ts, tradem ark s, indications of origin, industrial designs, patents, layout designs 

of integrated circuits, inform ation related to production processe s are  th e  specific subject 

m atter of protection. Moreover th e  Treaty contains norm s related to control anti 

com petitive  practices and unfair com petition. Articles from  9  to 40 better specify each  
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category. For each  one  th ey indicate : definition, term  of protection granted by th e  

Convention, specific norm s typical of a given category, and som e  lim itations related to th e  

utilization of conferred righ ts. Copyrigh t, for instance, is extended by article 10 to include  

com puter program s w h ile art. 19  relates to th e  req uisite  of use  in relation to tradem ark s. 

Th e  latter aspect is particularly im portant w h en th e  legislative fram ew ork  of a Mem ber State  

req uire s use  of th e  tradem ark  to m aintain its registration. In th is case, th e  registration can be  

cancelled only after an uninterrupted period of non-usage  of at least th ree  years, unless 

valid reasons exist th at justify th e  non-use  by th e  tradem ark  ow ner, w h o ow ns th e  burden 

of proof in th is case. Th e  righ ts generally conferred by th e  Convention to th e  various 

typologies of IPR s are  related to th e  possib ility of exclusively benefit from  w h at falls w ith in 

th e  subject m atter of protection, be ing it a production process, a patent, a tradem ark  or an 

indication of origin. H ow ever, for each  category th e  Convention provides a different term  

of protection.

Articles 39  and 40 of th e  TR IPs Agreem ent are  related specifically to different aspects 

connected w ith  th e  practice  of unfair com petition. Art. 40 specifie s th at, in certain cases, a 

re striction of com petition and of th e  transfer of tech nological k now - h ow  could derive  

from  an exclusive  use  of IPR s. In order to avoid th at an im proper use  of th e  righ ts 

provided for by th e  Convention and of th e  system  outlined for th e ir enforcem ent could 

lead to situations of th is k ind, paragraph  2 of th e  sam e  article affirm s th at no provision on 

th e  Convention could im pede  to a Mem ber State  th e  identification of th ose  practices 

deem ed to be  contrary to th e  rules of com petition. Th e  Mem ber State  could conseq uently 

proh ib it or control th em , th e  only lim it be ing th at th is lim itation and control do not result in 

an unjustified re striction of th e  protection granted by th e  Convention. Each  Mem ber State  

h as th e  possib ility to req uire  to th e  nationals of any Mem ber State  w h o re side  in its territory 

and w h o enjoy th e  righ ts conferred by th e  Convention, to clarify th e  use  th ey are  m ak ing of 

such  righ ts. Inform ation of th is k ind sh ould be  obtained by e stablish ing cooperation w ith  

th e  country of w h ich  th e  said subject is a national. If th e  subjects enjoying IPR s release  

confidential inform ation in th e  course  of an action aim ed at obtaining protection of such  

righ ts against unfair com petition, th e  said inform ation rece ive  protection by art. 39 .

Perh aps th e  m ost im portant section of th e  TR IPs Agreem ent is th e  one  related to th e  

enforcem ent of th e  IPR s conferred by th e  Convention. Th is section constitutes a noticeable 

im provem ent w ith  re spect to th e  previous Treatie s and contains a serie s of provisions 

indicating rem edie s and procedures aim ed at fostering an effective im plem entation of th e  

Convention. In th e se  regards, Mem ber States com m it th em selves to ensure  im plem entation, 

am ong th e ir re spective legislative fram ew ork s, of th ose  provisions of th e  Agreem ent aim ed 

at providing rem edie s and procedures to re spond to any infringem ent of IPR s covered by 

th e  Convention (art. 41.1). Th e  said rem edie s and procedures are  civil, adm inistrative and 

crim inal. Th e  form er are  outlined by articles from  42 to 49 . Art. 42 affirm s th at Mem ber 

States m ust m ak e  available to IPR s h olders civil proceedings aim ed at ensuring th e  re spect 

of such  righ ts. Th e  follow ing articles indicate  a serie s of pow ers ow ned by th e  judicial 

auth oritie s in th e  course  of proceedings. Art. 43 states th at th e  judicial auth oritie s m ust h ave 

th e  pow er to order, to th e  opposing party ow ning a specific evidence, to produce  th e  said 
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evidence. Th is pow er sh ould be  utilized only w h en th e  plaintiff previously presented 

reasonable evidence  to support its claim s and w h en th e  evidence  th at lies in th e  h ands of 

th e  re sistant is relevant to substantiate  th e  said claim s.

For w h at concerns th e  goods constituting an infringem ent to an IPR , th e  judicial 

auth oritie s h ave th e  pow er to order to th e  subject intending to put th e se  goods into th e  

ch annels of com m erce  to desist from  such  an activity. Th e  said auth oritie s h ave also th e  

pow er to order th at th e  said goods are  not put into com m erce  im m ediately after custom s 

clearance. H ow ever, Mem ber States are  free  to not apply th is provision in th e  case  in w h ich  

th e  subject w h o acq uired, ordered or im ported th e  goods prior to k now ing or h ave 

reasonable grounds to k now  th at th e  goods in q uestion and th e ir trade  constituted an 

infringem ent to an IPR . If th is is  th e  case, th e  righ t h older could be  entitled to rece ive  

com pensation (art. 44.1 and 44.2).

Follow ing art. 45, if th e  judicial auth oritie s, in th e  course  of proceedings, deal w ith  a 

subject w h o voluntarily infringes th e  righ ts conferred by th e  Convention, th ey h ave th e  

pow er to order to th e  infringer th e  paym ent of dam ages suffered by th e  righ t h older, 

com prising judicial expenses. Infringing goods can be  de stroyed or confiscated upon order 

of th e  judicial auth oritie s and w ith out com pensation of any k ind and th e  sam e  m easure  

could also be  applied to th e  m eans of production of such  goods. In th e  latter case  th e  

judicial auth oritie s m ust consider th e  re spect of proportionality betw een th e  m easure  

ordered and th e  seriousness of th e  infringem ent (art. 46). Th e  infringer could also be  

ordered by th e  judicial auth oritie s to reveal to th e  righ t h older th e  nam es of th ird persons 

involved in th e  illicit activity (art. 47). Art. 48 of th e  TR IPs Agreem ent is dedicated to th e  

case  in w h ich  th e  plaintiff abused of th e  judicial procedures aim ed at protecting an IPR . In 

th is case  th e  judicial auth oritie s m ay order th at com pensation in favor of th e  re sponded for 

th e  dam ages eventually suffered is paid by th e  plaintiff.

Th e  Convention affirm s also th at a pow er of ordering provisional m easures is  h eld by 

th e  judicial auth oritie s of th e  Mem ber States. Th e  said m easures could be  aim ed at 

preventing a violation of an IPR  – e specially in case  in w h ich  infringing goods could be  put 

into th e  ch annels of com m erce  in th e  territory under th e ir jurisdiction – or to preserve 

relevant evidence  regarding th e  alleged infringem ent. Th e  provisional m easures can be  

adopted inaud ita altera parte  – w ith out a h earing of th e  re spondent – w h ere  appropriate  and 

in particular w h en a delay could cause  irreparable h arm s to th e  plaintiff or could result 

evidence  be ing destroyed. In any case  in w h ich  th e  said m easures are  adopted inaud ita altera 

parte, th e  affected partie s m ust be  im m ediately inform ed by th e  com petent auth oritie s and 

th e  plaintiff m ust produce  reasonable available evidence  to dem onstrate  to th e  judicial 

auth oritie s th at th e  plaintiff is th e  righ t h older and th at inaction on th e ir part could cause  an 

infringem ent of h is  righ ts or a continuation of th e  said infringem ent. Provisional m easures 

adopted could be  subseq uently revok ed if legal proceedings aim ed at obtaining a judgm ent 

on th e  m erits of th e  case  are  not initiated w ith in a reasonable period of tim e. Being th is th e  

case, if th e  revocation depends from  an act or om ission by th e  applicant or in th e  case  in 

w h ich  th e  risk  of an infringem ent of an IPR  is found to be  non existent, th e  defendant 

could ask  th e  judicial auth oritie s to order th e  applicant to provide  adeq uate  com pensation 
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for th e  suffered dam ages (art. 50).

Provisions related to crim inal rem edie s and procedures are  contained in art. 61. It 

affirm s th at Mem ber States sh ould com m it th em selves to ensure  th at crim inal procedures 

and penalties are  provided for by th e ir legislative fram ew ork , at least for th e  m ost serious 

infringem ents as th e  w illful counterfe iting of tradem ark s or copyrigh t piracy h eld on a 

com m ercial scale. Th e  footnote  to art. 51 explains th e  difference  existing betw een 

counterfe it and pirated products. Counterfe it tradem ark  goods are  intended to be  th ose  

products w h ich  bear w ith out auth orization a tradem ark  w h ich  is  identical to th e  tradem ark  

validly registered for such  goods. Pirated copyrigh t goods are  unauth orized copie s of 

original goods w h ich  are  m ade  directly or indirectly from  th e  original. Follow ing art. 61, 

crim inal rem edie s sh ould include  im prisonm ent and/or m onetary fines. Th ey sh ould in any 

case  provide  a deterrent to th e  perpetration of th e  crim e. Infringing goods as w ell as th e ir 

m eans of production m ay be  se ized, forfe ited and destroyed.

Th e  TR IPs Agreem ent encourages th e  Mem ber States to increase  th e  efficacy of border 

controls. In th e se  regards, art. 51 affirm s th at a righ t h older h as th e  possib ility to lodge  a 

w ritten application to th e  custom s auth oritie s of a Mem ber State  req uesting th e  suspension 

of th e  release  into free  circulation of suspected infringing goods. To th is end, th e  applicant 

m ust provide  th e  com petent auth oritie s w ith  clear evidence  and an accurate  description of 

such  goods. If th e  legislative fram ew ork  of th e  Mem ber State  so req uire s, th e  applicant 

could also be  ordered to provide  for a sum  of m oney as an assurance  to protect th e  

defendant and th e  com petent auth oritie s, and to prevent abuses. Th e  Convention trie s to 

avoid inaction on th e  part of th e  applicant. If after 10 w ork ing days from  th e  date  in w h ich  

th e  se izure  of th e  alleged infringing goods took  place, th e  custom s auth oritie s are  not given 

notice  of th e  initiation of legal proceedings to decide  on th e  m erits of th e  case, th e  alleged 

infringing goods are  released and can be  put into th e  ch annels of com m erce  (art.55). A 

sim ilar outcom e (art. 53) could occur after th e  paym ent of a sum  of m oney on th e  part of 

th e  defendant. In th is case, h ow ever, th e  term  indicated by art. 55 sh ould already be  expired 

w ith out any pronouncem ent by th e  judicial auth ority, th e  sum  paid by th e  defendant sh ould 

be  adeq uate  to constitute  a valid assurance  for th e  righ t h older, and all th e  im portation 

procedures m ust already be  com pleted. In case  in w h ich  th e  goods w ere  detained by th e  

custom s follow ing a w rong indication by th e  applicant or in th e  case  in w h ich  th e  se izure  of 

such  goods is revok ed, th e  com petent auth oritie s m ay order to th e  applicant to pay 

com pensation to th e  defendant for th e  dam ages th at th e  goods eventually suffered. If th e  

Mem ber States so decide, th e  com petent auth oritie s m ay h ave th e  pow er to act proprio m otu, 

ordering to tak e  into custody th ose  goods for w h ich  sufficient evidence  exist on th e  fact 

th at th ey could infringe  law s related to IPR s. Being th is th e  case, th e  said auth oritie s h ave 

th e  pow er to ask  inform ation to th e  righ t h older and th ey conseq uently h ave th e  duty to 

inform  th e  latter and th e  im porter of th e  said goods on th e  m easures adopted (art. 58). Art. 

59  states th at th e  com petent auth oritie s h ave th e  pow er to order th e  de struction of 

infringing goods and th at th e  said auth oritie s are  not in th e  position to allow  a re -

exportation of goods bearing a counterfe it tradem ark .
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Th e  TR IPs Agreem ent encourages th e  developm ent of political cooperation am ong 

Mem ber States. Th e  ratifying countrie s com m it th em selves to enh ance  cooperation aim ed at 

reducing th e  trade  in counterfe it goods and at sh aring relevant inform ation on th e  issue, 

creating specialized offices for th is purpose. Exch ange  of inform ation sh ould also be  

im proved w ith  regard to th e  re spective legislative fram ew ork s in force  in th e  Mem ber States. 

Th e  ratifying countrie s also com m it th em selves to support th e  econom ic developm ent of 

less industrialized countrie s, providing for a postponed entry into force  of th e  Convention 

in th e se  Mem ber States.

W IPO  Copyrigh t Tre aty 

As indicated by art.1, th e  W IPO  Copyrigh t Treaty (h ereafter W IPO  Treaty) is a special 

agreem ent w ith in th e  m eaning of th e  Bern Convention. Th e  contracting partie s explicitly 

agree  to com ply w ith  th e  Paris Act

3

 of th e  Berne  Convention, even in case  in w h ich  th ey 

did not ratify th e  Bern Convention itself.

Articles 4 and 5 of th e  W IPO  Treaty specify tw o subjects th at sh ould fall w ith in th e  

protection accorded by copyrigh t: com puter program s and databases. Follow ing articles 6, 7 

and 8 th e  auth or of a literary and artistic w ork  h as th e  exclusive  righ t to auth orize  th e  

distribution and rental of th e  said w ork s. Com m unication of th e  w ork s to th e  public m ust 

also be  auth orized by th e  auth or. Th ese  are  all exclusive  righ ts even if th ey can be  lim ited or 

subjected to som e  exceptions (art. 10).

Sim ilarly to w h at h as been provided for in th e  TR IPs Agreem ent, th e  Mem ber States 

com m it th em selves to ensure  th e  availability, in th e ir re spective legislative fram ew ork s, of 

effective legal protection and rem edie s against th e  circum vention of tech nological m easures 

used by th e  auth ors, in connection w ith  th e  righ ts conferred by th e  W IPO  Treaty (art. 11). 

Art. 12 extends th e  provisions of art. 11 also to th ose  cases in w h ich  R igh ts Managem ent 

Inform ation

4

 h as been rem oved from  th e  product by a th ird party as w ell as cases relative to 

th e  k now ing distribution, im portation or broadcast of m odified w ork s w h ere  th e  R igh ts 

Managem ent Inform ation h as been rem oved. 

Th e  W IPO  Treaty encourages th e  ratifying countrie s to adopt, in accordance  w ith  th e ir 

national legal system s, th ose  m easure  necessary to ensure  th e  application of th e  treaty. 

Follow ing art. 14 in particular, th e  Mem ber States sh ould ensure  th at th e ir legislation 

provides for adeq uate  enforcem ent procedures to act against any infringem ent of th e  righ ts 

covered by th e  Treaty. Th e  said enforcem ent procedures sh ould com prise  expeditious 

rem edie s to prevent infringem ents and rem edie s w h ich  constitute  a deterrent to furth er 

infringem ents.

Unite d Nations  Conve ntion against Transnational O rganize d Crim e

More  and m ore  evidence  exists w ith  regards to th e  connections betw een counterfe iting 

and organized crim e  and th e  international com m unity is m onitoring th is situation w ith  a 
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grow ing interest. Th erefore, specific attention sh ould be  given to th e  United Nations 

Convention against Transnational O rganized Crim e.

Th e  Convention and tw o of its th ree  Protocols – th e  first to Prevent, Suppress and 

Punish  Traffick ing in Persons, Especially Wom en and Ch ildren; and th e  second against th e  

Sm uggling of Migrants by Land, Air and Sea – w ere  opened for signature  during th e  

Conference  h eld in Palerm o from  th e  12th  to th e  15th  D ecem ber 2000. O n May 2001 th e  

United Nations (UN) General Assem bly approved th e  th ird Protocol – against th e  Illicit 

Manufacturing of and Traffick ing in Firearm s, Th e ir Parts and Com ponents and 

Am m unition.

Th e  Convention and its Protocols constitute  a m ilestone  for international cooperation 

aim ed at countering transnational organized crim e. Th ese  legislative instrum ents overcom e  

th e  term inological differences existing in th e  different ratifying countrie s and constitute  a 

solid juridical basis for cooperation activitie s created am ong th e  Mem ber States, in general, 

and th e ir law  enforcem ent auth oritie s, in particular.

Th e  first article of th e  Convention affirm s th at its purpose  is to prom ote  cooperation to 

prevent and com bat transnational organized crim e  m ore  effectively. Th e  follow ing articles 

contain provisions related to th e  m ost im portant transnational crim es – such  as 

participation to a transnational organized crim inal group, m oney laundering, corruption, th e  

liability involved legal persons – as w ell as tech nical m easures th rough  w h ich  com bat th e se  

ph enom ena – such  as confiscation and se izure, extradition, m utual legal assistance, special 

investigative tech niq ues, and protection of w itnesse s.

In th ose  cases in w h ich  th e  crim e  of counterfe iting could be  link ed w ith  organized crim e  

activitie s, th e  punish m ent of th e  before  m entioned crim e  w ould be  m ore  effective and w ill 

constitute  a m ore  efficient deterrent for th e  prevention of a repetition of th e  offence.
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3. ACTIO NS AT TH E EUR O PEAN UNIO N LEVEL

As clearly sh ow ed by th e  legislative ex cursus m ade  so far, Intellectual Property is 

protected by a serie s of international norm ative instrum ents of w h ich  th e  Mem ber States 

of th e  European Union (EU) are  also a Party. Furth erm ore, th e  EU Legislator is strongly 

com m itted to furth er im prove and h arm onize  th e  EU legislation on Intellectual Property 

and related righ ts

5

. In 2001 th e  European Union adopted D irective 2001/29 /EC on th e  

h arm onization of certain aspects of copyrigh t and related righ ts in th e  inform ation society 

(k now n as th e  EU Copyrigh t D irective, EUCD ), w h ose  aim  w as to k e ep th e  legal 

fram ew ork  of th e  EU Mem ber States in line  w ith  th e  international Conventions on th e  

subject. Th e  Copyrigh t D irective falls w ith in th e  scope  of articles 47 (2), 55 and 9 5 of th e  

Treaty of R om e  and is also aim ed at im plem enting th e  W IPO  Copyrigh t Treaty and th e  

W IPO  Perform ances and  Ph onogram s Treaty

6

, of w h ich  th e  European Union is a Party.

Th e  ratio at th e  basis of th e  EUCD  is th e  need to prevent and punish  every k ind of non 

auth orized use  of th e  w ork s re sulting from  th e  activity of h um an intellect. In th e se  regards 

th e  EUCD  is aim ed at k e eping a h igh  level of protection for copyrigh t and related righ ts, 

considering also th e  needs arising from  th e  diffusion of digital tech nology and providing for 

a h arm onized protection at th e  Com m unity level. Th is h arm onized protection sh ould 

confer to all th e  righ t h olders, as identified in th e  D irective, th e  exclusive  righ t to m ak e  

accessible to th e  public th e ir w ork s protected by copyrigh t as w ell as th e  m aterials th at are  

protected by oth er righ ts.

In th is regard th e  EU Legislator intervenes to identify th e  content of certain exclusive  

righ ts of econom ic use  – as w ell as th e  extent of th e  related exceptions – and to provide  for 

new  form s of protection w ith  regard to tech nological m easures de signed and used by righ t 

h olders to prevent any non auth orized act w ith  re spect to th e ir w ork . Sim ilar protection is 

also accorded to righ ts m anagem ent inform ation. Th is term  indicates inform ation provided 

by th e  righ t h older th at identifie s th e  w ork , th e  auth or or any oth er righ t h older, 

inform ation regarding th e  term s and conditions of use  of th e  w ork , or num bers and codes 

th at represent such  inform ation.

Follow ing w h at w as previously contained in th e  W IPO  Copyrigh t Treaty, th e  Copyrigh t 

D irective specifie s th e  content of th e  righ ts of reproduction, com m unication to th e  public, 

and of distribution.

R egarding th e  righ t of reproduction, art. 2 confers to auth ors, perform ers, ph onogram  

producers, producers, and broadcasting organizations, th e  “exclusive  righ t to auth orize  or 

proh ib it direct or indirect, tem porary or perm anent reproduction by any m eans and in any 

form  of”, re spectively, th e ir w ork s, fixations of th e ir perform ances, th e ir ph onogram s, th e  

first fixations of film s in re spect to th e  original and copie s of th e ir film s, fixation of th e ir 

broadcast

7

.

For w h at concerns th e  righ t of com m unication to th e  public (art. 3) and th e  righ t of 

distribution (art. 4), th e  EUCD  confers to th e  righ t h olders th e  exclusive  righ t to auth orize  

or proh ib it any com m unication or transm ission to th e  public, by w ire  or w ireless, of th e ir 

w ork , copy of th e ir w ork  and of perform ances of perform ers. Moreover, th e  auth ors enjoy 
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th e  exclusive  righ t to auth orize  or proh ib it th e  distribution in any form  of th e  original of 

th e ir w ork s or of copie s th ereof.

R egarding th e  exceptions to th e  before  m entioned righ ts, contained in art. 5, th e  guiding 

principle is to avoid any prejudice  to th e  tech nological developm ent and to adapt th e  

concepts of use  and reproduction to th e  specificitie s of digital com m unication. 

Conseq uently, th e  D irective excludes th e  proh ib ition of tem porary acts of reproduction 

w h ich  are  transient or incidental and th at constitute  an e ssential and integral part of a 

tech nological process. Th ese  reproduction acts sh ould, for instance, be  perform ed w ith  th e  

sole purpose  of enabling a law ful use  of a w ork  or oth er protected m aterial and sh ould not 

h ave an independent econom ic significance.

Mem ber States retain th e  righ t to provide  for furth er exceptions or lim itations to th e  

righ t of reproduction, th e  righ t of com m unication to th e  public, and th e  righ t of 

distribution (art. 5)

8

.

Articles 6 and 7 are  directly related w ith  th e  im plem entation of th e  W IPO  Copyrigh t 

Treaty. Th ey are  aim ed at ensuring adeq uate  legal protection against th e  circum vention of 

th e  tech nological m easures th at are  im plem ented by th e  righ t h olders to prevent non 

auth orized acts on th e ir w ork s protected by copyrigh t, and to provide  for adeq uate  legal 

protection for righ ts m anagem ent inform ation. Th e  term  “tech nological m easures” (art. 6.3) 

indicates, as already seen w ith  regard to th e  W IPO  Copyrigh t Treaty, any tech nology, 

com ponent or device  th at, in th e  norm al course  of its operation, is de signed to prevent acts, 

w ith  reference  to a w ork , not auth orized by th e  righ t h older of any copyrigh t or related 

righ t

9

. Th e  protection accorded by th e  EUCD  relates to th e  necessity for th e  ratifying 

countrie s of providing adeq uate  legal m easures against th e  m anufacture, im port, 

distribution or sale of devices, products or com ponents w h ich : a) are  prom oted, advertised 

or m ark eted for th e  purpose  of circum vention of th e  said tech nological m easures; b) h ave 

only a lim ited com m ercially significant purpose  or use  oth er th an to circum vent th e  

tech nological m easures; c) are  prim arily designed, produced adapted or perform ed for th e  

purpose  of enabling or facilitating th e  circum vention of th e  tech nological m easures (art. 

6.2).

Th e  concept of righ ts m anagem ent inform ation is defined by art. 7 as any inform ation 

provided by th e  righ t h olders w h ich  identifie s th e  w ork  or oth er protected m aterials under 

th e  D irective, th e  auth or or any oth er righ t h older, or inform ation about th e  term s and 

conditions of use  of th e  w ork  or of oth er protected m aterials, or any num ber or codes 

representing such  inform ation.

W ith  th e  aim  of ensure  an effective im plem entation of th e  W IPO  Copyrigh t Treaty, th e  

EUCD  calls th e  Mem ber States for th e  provision of adeq uate  legal protection against 

anyone  w h o a) rem oves or m odifie s, w ith out th e  auth orization of th e  righ t h older, any 

righ ts m anagem ent inform ation; b) distributes, im ports for distribution, broadcasts, 

com m unicates or m ak e s available to th e  public, protected w ork s from  w h ich  th e  righ ts 

m anagem ent inform ation h as been rem oved or altered w ith out auth orization. Th e  said 

person m ust, h ow ever, k now  or h ave reasonable ground to k now  th at by so doing sh e/h e  is  
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inducing, enabling, facilitating or concealing any infringem ent of any copyrigh t or any 

related righ t.

W ith  regard to th e  im plem entation of th e  EU Copyrigh t D irective (foresaw  not later 

th an th e  22nd D ecem ber 2002) som e  exam ples are  available: th e  United K ingdom  adopted 

in 2003 th e  Copyrigh t and  R elated  R igh ts R egulation; France  adopted in 2006 th e  Loi sur le Droit 

d 'A uteur et les Droits Voisins d ans la Société d e  l'Inform ation  (DADVSI); w h ile Finland m odified 

in 2005 th e  Finnish  Copyrigh t A ct and th e  Penal Cod e. 

For w h at concerns Italy, w ith  art. 30 of law  39 /2002 th e  Italian Parliam ent delegated to 

th e  Governm ent th e  issuance  of a legislative decree  aim ed at im plem enting th e  D irective. 

Th e  decree  in q uestion is th e  D. Lgs. 68 of 9 th  April 2003, titled “Im plem entation of 

D irective 2001/29 /CE on th e  h arm onisation of certain aspects of copyrigh t and related 

righ ts in th e  inform ation society”.

O n March  2004, th e  European Union Institutions adopted th e  so called “IPR  enforcem ent 

d irective

10

” (h ere inafter IPR  D irective) focused prim arily on th e  protection of IPR s. Th e  

pream ble to th e  D irective explicitly recalls th e  obligations b inding th e  EU Mem ber States in 

conseq uence  of th e ir participation to th e  TR IPs Agreem ent, be ing th e  European 

Com m unity itself a Contracting Party of th e  Agreem ent and not only th e  EU Mem ber 

States. Th e  intervention of th e  Com m unity Institutions is in any case  necessary to 

h arm onize  th e  relevant legislation and practice  of th e  EU Mem ber States, w h ich  rem ained 

different, for instance, for w h at concerns th e  procedure  to be  follow ed by th e  com petent 

auth oritie s to indicate  provisional m easures aim ed at preserving evidence. Th e  pream ble 

anticipates a norm ative fram ew ork  w h ich  presents points in com m on w ith  th e  TR IPs 

Agreem ent, but th e  act ow ns, in th is case, all th e  strength  th at Com m unity legislation h as 

tow ards th e  EU Mem ber States.

Art. 1 defines th e  object and scope  of th e  IPR  D irective: th e  protection of IPR s, 

including also industrial property righ ts. 

Th e  extent of its application is specified by th e  follow ing article, stating th at th e  

D irective h as to be  applied in any case  concerning th e  infringem ent of an IPR  in a Mem ber 

State  or in th e  Com m unity, w ith out any prejudice  to th e  application of a m ore  stringent 

protection in th e  case  in w h ich  th e  later sh ould be  provided by oth er national or 

Com m unity m eans.

Art. 3 (1) calls Mem ber States for th e  adoption of rem edie s and procedures applicable to 

enforce  IPR s. Th e  said rem edie s and procedures sh ould be  effective, proportionate  and 

dissuasive, th ey sh ould not be  applied in a m anner to create  barriers to com m erce, and th ey 

sh ould not be  unnecessary com plicated or costly, or entail unreasonable tim e -lim its or 

unw arranted delays.

Art. 4 indicates th at th e  righ ts h older, oth er persons auth orized to use  IPR s, or 

auth orized collective bodie s w h ose  aim  is to m anage and defend th e  said e igh ts, are  th e  

persons entitled to apply for req uesting th e  protection of an IPR . R ecalling art. 15 of th e  

Berne  Convention, th e  D irective em braces th e  presum ption of paternity of th e  w ork  to th e  

advantage of th e  person w h o placed h er/h is nam e  on th e  said w ork . Norm s concerning th e  
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acq uisition and protection of proofs are  very sim alar to th e  ones contained in th e  TR IPs 

Agreem ent, also for w h at concerns th e  possib ility to order provisional m easures aim ed at 

th e ir protection. Th us, articles 6 and 7 of th e  D irective provide  for: th e  pow er, h eld by th e  

judicial auth oritie s, to order th e  re sistant to present th e  elem ent of proof eventually at 

h er/h is disposal; th e  possib ility to order provisional m easures to protect th e  elem ents of 

proof inaud ita altera parte, in th e  cases in w h ich  th ere  exists th e  posbbility th at th e  sad proofs 

could be  com prom ised or destroyed; th e  possib ility to subordinate  th e  order of such  

m easures to th e  lodging, on be h alf of th e  req uesting party, of a sum  of m oney as an 

assurance  tow ards th e  party against w h ich  th e  said m easures sh ould be  ordered; th e  

paym ent on be h alf of th e  req uesting partie s to th e  of th e  alleged infringer of com pensation 

for th e  dam ages suffered, in th e  case  in w h ich  th e  ordered m easures are  revok ed for any act 

or om ission of th e  req uesting party or in th e  case  in w h ich  it is subseq uently found th at 

th ere  h as been no infringem ent.

Th e  D irective, as th e  TR IPs Agreem ent, indicates th e  possib ility for th e  judicial 

auth oritie s, upon req uest of th e  claim ant, to order th e  release  of inform ation to: a) th e  

infringer or to any person b) found in posse ssion of goods infringing an IPR , or c) 

com m ercially distributing such  goods, or d) providing services used in infringing activitie s or 

e) to any oth er person indicated by th e  before  m entioned subjects. W ith  re spect to th e  

TR IPs Agreem en, h ow ever, th e  D irective presents a m ore  detailed description of th e  

subjects w h ich  bear th e  obligation to provide  inform ation. Th e  sam e  obligation is better 

defined w ith  regard to its object and it m ust contain th e  nam es and addresse s of th e  

producers and of distributors of infringing goods as w ell as of all th e  subjects w h ich  

participated to th e  illicit activity. It m ust also contain an indication regarding th e  units 

produced and distributed and th e  average  sale price  (art.8). 

Th e  provisions of art. 9  se em  to be  even m ore  interesting. Th e  said article provides for 

th e  pow er, h eld by th e  judicial auth oritie s, to order provisional m easures also to prevent an 

alleged infringem ent of an IPR  or to forbid th e  continuation of an alleged infringing 

activity. To th is aim  th e  com petent auth oritis m ay order th e  subjects to m aintain a certain 

be h aviour or m ay se ize  th e  alleged infringing goods. In th e  case  in w h ich  th e  alleged 

infringing activity is an activity conducted on a large  scale, th e  com petent auth oritie s m ay 

also order th e  precautional se izure  of m ovable and im m ovable property of th e  alleged 

infringer, including th e  block ing of h er/h is bank  accounts and oth er assets. O rdering of 

such  m easures is  subordinated to th e  dem onstration on th e  part of th e  injured party of 

circum stances lik ely to endanger th e  possible recovery of dam ages. Th e  said m easure  could 

be  ordered inaud ita altera parte  and could be  revok ed. Th e  latter could be  th e  conseq uence  of 

inaction on th e  part of th e  req uesting party w ith  regard to th e  initiation of proceedings to 

decide  on th e  m erit of th e  case, or could also be  subseq uent to th e  finding by th e  

com petent auth oritie s th at no infringem ent h as occurred. In th is case  th e  req uesting party 

could be  ordered to pay th e  dam ages eventually suffered by th e  alleged infringer. In th e  case  

in w h ich  th e  judicial auth oritie s find th at an infringem ent occurred, th e  D irective, as th e  

TR IPS Agreem ent, provides for th e  possib ility to suspend, retire  from  th e  ch annels of 

com m erce, or destroy th e  infringing goods at th e  expenses of th e  infringer (art. 10).
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For w h at concerns th e  com pensation for dam ages, art. 13 provides for tw o calculation 

standards. Th e  first (art. 13, 1, (a)) asse ss th e  econom ic conseq uences suffered by th e  

dam aged party w h ile th e  second (art. 13, 1 (b)) asse ss th e  econom ic value of th e  IPR  and of 

th e  licenses.

Th e  last articles of th e  D irective call th e  Mem ber States to im prove th e ir cooperation 

and exch ange  of inform ation also by publish ing th e  relevant Court sentences and inform ing 

th e  Com m unity Institutions about any problem  encountered in th e  im plem entation of th e  

D irective.

Th e  EU legislative fram ew ork  on th e  subject is im proved by th e  Council R egulation 

1383/2003

11

, w h ose  aim  is to im prove custom s cooperation for th e  identification of goods 

infringing an IPR . In th e se  regards, art. 2 of th e  R egulation proposes a distinction betw een 

“counterfe it” and “pirated” products. Th e  term  “counterfe it goods” w ill be  used by th e  

R egulation to identify th ose  goods unlaw fully bearing a tradem ark  identical or very sim ilar 

to th e  registered one, w h ile th e  term  “pirated goods” indicates goods w h ich  are  or contain 

unauth orized copie s of a w ork  protected by copyrigh t. Th e  provisions of th e  R egulation, 

and e specially th ose  articles regarding custom s actions, are  also applicable to th ose  products 

infringing: a) a patent registered in one  of th e  EU Mem ber States, and b) an indication of 

origin. Custom s actions m ay be  perform ed upon goods intended for export, im port and 

transit (art. 1).

Th e  said actions m ay be  initiated by th e  national custom s officers w h en th ere  is  th e  

suspicion th at th e  goods m ay infringe  an IPR  and m ay also be  initiated after th e  

presentation of an application for action by th e  righ t h older. In th e  latter case, th e  req uest 

sh ould be  sufficiently detailed describ ing, in particular, th e  goods in q uestion and indicating 

th e  type  of alleged infringem ent. O th er inform ation, if available, concern to th e  final 

destination of th e  said goods, th e  sch eduled tim e  for th e ir arrival or departure  sh ould, th e  

m eans of transport used, th e  interested countrie s, and th e  differences betw een th e  original 

and th e  infringing products. In addiction, th e  applicant h as to present a declaration of 

assum ption of re sponsib ility for th e  dam ages eventually suffered by th e  party against w h ich  

th e  custom s action is req uested. Th is declaration represents an assurance  for th e  alleged 

infringer w h en th e  m easures tak en by th e  custom s are  revok ed in conseq uence  of an act or 

an om ission on th e  part of th e  req uesting party or in th e  case  in w h ich  it is later found th at 

no infringem ent occurred (art. 5 and art. 6). In th e se  regards, art. 13 affirm s th at th e  

com petent custom s office  m ust rece ive  com m unication of th e  initiation of judicial 

proceedings for th e  decision on th e  m erits of th e  case  w ith in 10 w ork ing days from  th e  day 

in w h ich  w as rece ived th e  notification regarding  th e  suspension of th e  goods from  th e  

ch annels of com m erce  or of th e  se izure  of th e  goods. In case  of inaction on th e  part of 

th e  req uesting party th e  alleged infringing goods are  released. Th e  suspension from  

com m erce  and th e  se izure  are  provided for by art. 9  of th e  R egulation in th ose  cases in 

w h ich  a suspicion arise s, after a custom s control, th at th e  controlled goods could infringe  an 

IPR . Art. 11 affirm s th at, w ith  th e  consent of th e  righ t h older w h ose  w h o presum es th at 

h er/h is righ ts are  be ing violated, th e  alleged infringing goods suspended or se ized m ay be  

de stroyed. In th is case  a decision on th e  m erits on th e  case  h as not yet been tak en and th ere  
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is only th e  suspicion th at th e  goods are  infringing an IPR . For th is reason th e  provision of 

art. 11 could be  applied only if th e  custom s auth oritie s rece ive  a w ritten declaration, on th e  

part of th e  ow ner or of th e  proprietor of th e  alleged infringing goods, indicating h er/h is 

favorable opinion for th e  de struction of th e  said goods. Th is declaration is presum ed if th e  

ow ner or proprietor does not oppose  to th e  req uest of th e  de struction of th e  goods w ith in 

th e  e stablish ed tim e  lim its.

Art. 16 indicates th e  m easures to w h ich  are  subjected th ose  goods th at h ave been 

recognized to infringe  an IPR  after th e  end of judicial proceedings. In th is regards, th e  said 

goods cannot enter th e  EU ch annel of com m erce, cannot be  exported and m ust be  

suspended in case  in w h ich  th ey w ere  already into com m erce.

Im ple m e ntation of Dire ctive   2004/48/EC

12

 

As stated above, th e  D irective pertains to th e  system  of IPR s protection and im poses on 

Mem ber State  th e  obligation to h arm onize  th e ir legislation w ith  th e  provisions th ere in 

contained. 

Th e  deadline  for th e  im plem entation of th e  D irective in each  Mem ber State  h ad been 

fixed for 29  April 2006, alth ough  it h as not been unanim ously respected. For th is reason, 

th e  Com m ission, in O ctober 2006, form ally ask ed to im plem ent D irective 2004/48/EC to 

12 Mem ber States: Belgium , France, Germ any, Greece, Latvia, Luxem bourg, Malta, Th e  

Neth erlands, Poland, Portugal, Slovak ia and Sw eden

13

. 

A s e le ction of re le vant e xam ple s :

Tw o law s on civil and judicial m atters, th e  Loi relative aux  aspects civils d e  la protection d es 

d roits d e  proprieté intellectuelle  and th e  Loi relative aux  aspects d e  d roit jud iciaire  d e  la protection d es 

d roits d e  propriété intellectuelle  (both  of  10 May 2007), m odify th e  protection of intellectual 

righ ts in Belgium  q uite  significantly. Th e ir first object is to transpose  D irective 2004/48/EC 

into Belgian law. Th e  re inforcem ent of civil sanctions w ill be  even m ore  significant as from  

1 January 2008, w h en th e  judge  w ill be  entitled to ask  for part of th e  plaintiffs’ legal fees to 

th e  sentence.

Alth ough  th e  petition for descriptive  se izure  h as been used in Belgium  since  th e  19 th  

century, th e  procedure  of “saisie  en m atière  d e  contrefaçon” h as been expressly extended to all 

IPR s. Th e  procedure  is accessible to th e  righ t- h older h er/h im self and also to all th ose  w h o 

are  entitled to claim  for counterfe iting in virtue  of th e  specific law  th at is applicable. 

O ne  m ajor ch ange  re sults from  th e  transposition of Article 7 par.4 and 9  par.7 of 

D irective 2004/48/EC: th is is  th e  principle of com pensating th e  party subjected to 

descriptive  m easures or to se izure  w h en th e se  m easures are  re scinded, cease  to be  

applicable, or w h en it is determ ined subseq uently th at th ere  w as no counterfe iting or th reat 
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of counterfe iting.

Th e  D irective h as been transposed w ith  an Act of 28 July 2006, w h ich , in its different 

ch apters, am ends th e  follow ing legislation: section 123 (I), w ith  regard to IPR s; section 

121(I), w ith  regard to trade  m ark s righ ts; section 122(I), w ith  regard to patents righ ts, and 

section 119  (I), w ith  regard to designs righ ts. 

Th ank s to th e  Law  No. 221 of 2006, w h ich  cam e  into force  on May 26, 2006, from  

January 1, 2008 th e  Municipal Court of Prague  w ill be  th e  first instance  court for 

Intellectual Property infringem ent m atters. H ow ever th ere  is  no im plem entation of Article 

14 of th e  D irective (Legal costs), because  th e  current system  does not censure  th at reasonable 

and proportionate  legal costs and oth er expenses w ill be  re im bursed to th e  righ t ow ner by 

th e  infringer. 

Th e  D irective h as been transposed w ith  Act No. 1430/2005, w h ich  cam e  into force  on 

January 1, 2006. 

Th e  m ajority of th e  provisions of th e  D irective w ere  already a part of D anish  law  prior 

to th e  im plem entation of th e  D irective. H ow ever, th e  D irective’s rule on inform ation, 

corrective m easures and publication are  new  in D anish  Law. Ex art.43 sub section 3, th e  righ t 

h older m ay obtain com pensation for non-econom ical loss, w h ich  prior to th e  D irective w as 

only possible under th e  Copyrigh t Act. Moreover, Article 44 foresee s th at, in order to 

prevent furth er violations, th e  judiciary auth ority can apply inh ib itory m easures.  

To proceed w ith  th e  im plem entation of th e  D irective, on 21 July 2006 th e  follow ing acts 

w ere  am ended: A ct to Safeguard  th e  E vid ence in Civil A ctions concerning Intellectual Property R igh ts 

(2000/344), Copyrigh t A ct (19 61/404), Trad em ark s A ct (19 64/7), Design Protection A ct 

(19 71/221), Patents A ct (19 67/550), A ct on Plant Variety R igh ts (19 9 2/789 ), A ct on th e  E x cusive 

R igh t in th e  Layout-d esign of  an Integrated  Circu it (19 9 1/32), Utility Mod el A ct (19 9 1/800) e A ct on 

Trad e Nam es (19 79 /128).  

Im plem entation of TR IPS Agreem ent h as alm ost com pletely ch anged th e  landscape  of 

Intellectual Property enforcem ent in H ungary. Its ratification entailed a deep ch ange  in th is 

legislative fram ew ork , m ak ing available various rem edie s w h ich  h ave been explicitly 

provided for th e  D irective of 2004.  

In 2004 th e  H ungarian Copyrigh t A ct (76/19 9 9 ) h as been am ended to im plem ent D irective 

2001/29 /EC. Afterw ards, Act. No.165 of 2005, entered into force  on April 15, 2006, h as 
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im plem ented D irective 2004/48/EC. Th is Law  am ends som e  articles of th e  H ungarian Trad e 

Mark  A ct, of th e  A ct on Court E x ecution  and of th e  civil procedure  code.

Article 2(1) of th e  D irective allow s Mem ber States to m aintain or introduce  such  m eans 

of enforcem ent w h ich  are  m ore  favorable for righ t h olders. Th e  H ungarian legislation h as 

m ade  use  of th is one - sided flexib ility in re spect of e.g. th e  presum ption of  auth orsh ip (art. 5) 

and th e  m easures for preserving evidence  (art. 7 (1)), w h ich  sh ould be  available even before  

th e  com m encem ent of proceedings on th e  m erits of th e  case. Th e  interpretation of Article 

9  (1)(a)w as h otly debated. Th is provision introduces a rath er peculiar rem edy th at is often 

referred to in H ungary as th e  “counter-guarantee”. Under th e  D irective, Mem ber States 

h ave to ensure  th at th e  judicial auth oritie s m ay issue  against th e  alleged infringer, am ong 

oth er th ings, an interlocutory injunction intended to m ak e  th e  continuation of th e  alleged 

infringem ent of an IPR  subject to lodging guarantees to com pensate  th e  righ t h older. It 

sh ould be  to th e  discretion of th e  court to order th e  lodging of “counter-guarantees” and 

perm it th e  continuation of th e  alleged infringem ent if th e  applicant originally req uested an 

interlocutory injunction.  

Th e  law  provides th e  righ ts’ h olders and th e  courts w ith  m ore  tools during civil 

enforcem ent cases.

Specifically, it is possible to ask  th e  court to devolve th e  goods to a th ird subject and, 

conseq uently, to order th e  re spondent to w ith draw  th e  goods from  th e  m ark et. 

Th e  court can now  oblige  to stop th e  infringing activitie s not only th e  re spondent, but 

also any oth er person involved in services w h ich  integrated th e  violation. Any person w h o 

ow ns infringing goods in a com m ercial q uantity, sh ould give  inform ation to th e  auth oritie s 

about th e  com panies w h ich  contributed to production and distribution.  

Th e  D irective h as been im plem ented w ith  th e  E uropean Com m unities (E nforcem ent of  

Intellectual Property R igh ts) R egulations 2006 S.I. No. 360 of 2006, w h ich  entered into force  on 5 

July 2006. Sim ilarly to United K ingdom , as a com m on law  system , various D irective’s 

provisions w ere  already fam iliar in th e  Irish  context, because  Courts h ave broad 

discretionary pow er. Th e  m ain innovations concern th e  m andatory aspects of th e  

D irective

14

, am ongst th em : th e  righ t to ask  th e  Court to issue  an ordinance  to obtain 

inform ation from  people involved in suspected infringing activitie s (R egulation 3); th e  

possib ility to obtain an ordinance  to se ize  or destroy th e  goods of th e  infringer, at h is  

expense  (R egulation 4), and th e  possib ility, for th e  actor, to h ave th e  judgem ent publish ed at 

th e  expense  of infringer (R egulation 5).

Th e  D irective 48/2004 w as im plem ented in Italy w ith  Legislative D ecree  No. 140 of 

March  16, 2006

15

, w h ich  cam e  into force  on April 22, 2006. 

Th is decree  represents th e  last step in th e  process to h arm onize  th e  Italian legislation

16

 

to th e  European provisions on IPR s. In th e  fram ew ork  of th is process, it is notable th at th e  
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creation of th e  H igh  Com m issioner to figh t against Counterfe iting, w ith  th e  D.lgs. 35/2005, 

w as converted into law  by th e  Law  No.80 of 14 May  2005.

Since  th e  D irective involves IPR s and industrial property righ ts, th e  D.Lgs. am ended 

both  Law  n. 633/41 on copyrigh t

17

 and th e  Industrial Property Code  (Cod ice d ella Proprietà 

Ind ustriale-CPI)

18

.

Th e  D. Lgs. m ade  significant ch anges in th e  Italian legislation, introducing Art. 121 b is 

CPI. It allow s th e  judicial auth ority order to give  inform ation, about origin and distribution 

netw ork s of goods and services w h ich  are  violating an industrial property righ ts, to th e  

follow ing subjects: th e  auth or of violation; every oth er person w h o ow ns goods, or h ave 

used or provided services, w h ich  are  th e  object of th e  violation on a com m ercial scale; every 

oth er person indicated by oth er people as involved in th e  production or distribution of 

th e se  products or services. 

Inform ation can include  nam e  and address of producers, m anufacturers, distributors, 

providers and oth er previous h olders of products or services, w h olesale dealers, retail 

dealers, as w ell as inform ation about q uantity and price  of products or services. It is a very 

im portant disposition, because  it lets th e  judge  collect th e  necessary inform ation to 

understand and determ ine  th e  dim ension and th e  real range  of th e  ph enom enon. 

O th er crim inal sanctions are  foreseen for th ose  w h o refuse  to give  th is, or w rong 

inform ation. (Article 127 CPI, w h ich  clearly recalls Article 372 of crim inal code).

Anoth er m ajor provision is about th e  exh ib ition, on req uest of a part, of th e  bank , 

financial and com m ercial docum entation of th e  counterpart (Art. 121 com m a 2b is CPI). Th e  

aim  is to give  consent to th e  righ t h older in order to obtain significant inform ation on th e  

real dim ension of th e  violation, in order to better protect h is ow n righ ts.

Article 124 CPI ("Corrective m easures and civil sanctions")

19

 defines “sanctionary” 

pow ers of th e  judicial auth ority. Th e  judgm ent w h ich  determ ines a violation of an industrial 

property righ t, can provide  for: th e  inh ib ition from  production, com m erce  and use  of 

infringing goods; th e  w ith draw al of infringing goods from  com m erce  and distribution at th e  

expenses of th e  violation’s auth or; th e  tem porary w ith draw al form  com m erce  if th e  judge  

determ ines th at infringing goods are  available for a legitim ate  use, w ith  an adeq uate  

m odification.

O n com pensation of dam ages, it h as to be  tak en into account th e  new  Article 125 CPI 

(“ Com pensation of dam ages and re stitution of profits of th e  auth or of th e  violation”)

20

. 

It is th erefore  possible to ask , am ong oth ers, also for a com pensation of m oral dam ages 

suffered by th e  righ t h older. As for th e  criteria, th e  possib ility of a lum p sum  is foreseen. 

Th is am ount w ill be  evaluated on w h at th e  auth or of th e  infringem ent sh ould h ave paid if 

h e  rece ived a license  from  th e  righ t ow ner. In any case, th e  am ount of com pensation cannot 

be  less th an w h at w as evaluated for th e  stopped profit; th ere  could be  an integration w ith  

th e  reversion, partial or com plete, of profits m ade  by th e  auth or of infringem ent. Th e  

com pensation is no longer calculated only on th e  basis of th e  suffered loss, but also tak ing 

into account th e  profit of th e  counterfe iter.

Th e  new  Article 144 b is CPI (“Conservative se izure”) com pletes th e  discipline  regarding 
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com pensation of dam ages. It foresee s th at w h en th e  dam aged part denounces 

circum stances able to prejudice  com pensation of dam ages, th e  judicial auth ority can order 

th e  conservative se izure  of goods and real estate  of th e  suspected auth or of infringem ent, 

included th e  block  of th e  bank  accounts and oth er goods, up to th e  com pensation of th e  

presum able dam age  am ount. Since  a sim ilar m easure  h as been already foreseen in th e  civil 

procedure  code  (Art.671), th e  new  Article can be  interpreted as a clear w ill to prom ote  and 

guarantee  th e  use  of th e se  rem edie s in actions against th e  infringem ent of IPR s. 

Th e  D. Lgs., Article 131, c. 1 b is, states th at th e  proceeding sh ould be  initiated by 20 

w ork ing days or 31 calendar days. Th e  deadline  w ill accrue  from  th e  ordinance  

pronunciation or com m unication. If th is deadline  is not re spected, th e  precautionary 

provision w ill loose  its effectiveness. Th is principle doesn’t apply to urgent m easures ex  Art. 

700 of th e  Civil Procedure  Code  or to oth er cautionary provisions able to anticipate  th e  

effects of th e  judgm ent.

O n June 8 2006 Parliam ent passed a law  am ending and supplem enting th e  Law  on 

Tradem ark s. Th e  ch anges w ere  de signed to h arm onize  th e  Law  on Tradem ark s w ith  EU 

D irective 2004/48/EC. O ne  of th e  e ssential m eans of th e  enforcem ent of legal righ ts is  

dam ages and th e ir re im bursem ent. According to th e  Law s of Lith uania, th ere  exists a m ixed 

type  of rem uneration of dam ages. Th e  follow ing types of dam ages exist in Lith uania: 

losse s, com pensation and non-econom ic dam ages. Th e  D irective insists on th e  

com pensation, because  previously, due  to th e  calculation m eth od em ployed, it w as m uch  

m ore  of a punitive  nature  th an a com pensatory one. 

Th e  com pensation w as based on th e  law ful sale-price, w h ich  is  th e  m ark et retail price, 

th e  ultim ate  price  of th e  good including taxes m ultiplied by th e  num ber of th e  products 

sold. Com pensation m ay be  increased by 200% or by 300% if th e  infringer h as com m itted 

th e  infringem ent deliberately

21

. H ow ever, tak en into account th e  proposed am endm ents to 

th e  Law  on Tradem ark s, such  increase  of com pensation w ill be  declined and in case  of 

deliberate  and intentional infringem ent th e  req uest on double com pensation m ay be  filed. 

Th e  D irective (Article 13.2) e stablish e s th at Mem ber States m ay lay dow n a liability for 

persons not k now ingly engaging in an infringing activity (w ith out a fault). In Lith uania such  

provision is not im plem ented. Fault is an obligatory condition for th e  application of 

liability; th erefore  th is is  an e ssential condition for application of th e  institute  of 

rem uneration of dam ages in th e  enforcem ent of Intellectual Property. H ow ever, tak en into 

account th e  proposed am endm ents to th e  Law  on Tradem ark s, th e  IPR  h olders m ay req uest 

com pensation even in cases w h en th e  infringer w as acting w ith out th e  fault of not k now ing 

about th e  infringem ent. 

Th e  Act N°20 of 2006, E nforcem ent of  Intellectual Property R igh ts (R egulation) A ct, h as 

im plem ented th e  D irective.
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Th e  legislation on copyrigh t is entailed in th e  Copyrigh t A ct of 19 9 6, several tim es 

am ended in th e  follow ing years

22

 up to th e  Em ergency O rdinance  N. 123/2005, w h ich  

entered into force  on 21 Septem ber 2005 w ith  th e  purpose  of im plem enting D irective 

48/2004/EC.

Alth ough  far from  ideal, th ere  are  som e  positive  elem ents: th e  Copyrigh t O ffice  

(O R DA) no longer h as direct enforcem ent auth ority in crim inal cases; penalties for 

copyrigh t infringem ent w ere  increased; jurisdiction for crim inal piracy cases w ere  m oved to 

th e  h igh er level tribunals in h opes of expediting cases; th e  principle of h aving a uniq ue  

collecting society for all righ t h olders w as elim inated; th e  statutory royalty caps for th e  

broadcasting and cable transm ission righ ts of copyrigh t and related righ t h olders w ere  

elim inated.

Th e  2005 O rdinance  w as voted in th e  Parliam ent and becom e  Law  N°329  of 2006, 

w h ich  m ade  th e  Copyrigh t Law  com pliant w ith  th e  R om anian Crim inal Code, w h ich  w ill 

enter into force  in Septem ber 2008.

Th e  D irective h as been transposed by Law  No.19  of 5 June 2006. It prim arily am ends 

th e  Law  on Civil Procedure  N°1/2000, as w ell as specific legislation, nam ely: th e  

consolidated version of Intellectual Property A ct approved by R oyal Legislative D ecree  No. 

1/19 9 6; th e  Patent A ct, No. 11/19 86; th e  Trad e Mark  A ct, Law  No. 17/2001; and th e  

Ind ustrial Design Protection A ct, Law  No. 20/2003.

R egarding th e  Law  N° 1/2000, th e  righ t to inform ation is regulated by new  prelim inary 

procedures. 

Th e  m ain ch ange  to th e  specific legislation h as been th e  am endm ent of th e  provisions 

dealing w ith  dam ages, w h ich  h ave been brough t into line  w ith  th e  D irective (Article 13), 

w ith  tw o standards of calculation. In addition, dam ages sh all expressly include  th e  

expenditures affected by th e  righ t h older on investigations to com pile evidence  of th e  

infringem ent.

Th e  w ording of th e  articles dealing w ith  th e  dam ages is new : a definition of m oral 

prejudice  h as been included, to coexist w ith  th e  notion of dam age  to prestige  of th e  IPR s 

introduced earlier by th e  Trad e Mark  A ct of 2001. D am age to a righ t’s prestige  w as form erly 

h eld in addition to purely econom ic losse s, w h ereas under th e  current w ording tak en from  

th e  D irective, m oral prejudice  w ould seem  to be  in addition to econom ic loss only w h ere  

th e  first standard for calculating dam ages (art. 13, c. 1 (a): negative econom ic conseq uences 

suffered by th e  injured party) is em ployed, but not w h ere  th e  second standard (art. 13, c. 2 

(b): th e  am ount of royalties or license  fee s) is used. Th is w ill be  som eth ing for th e  courts to 

elucidate, because  if th is strict interpretation is follow ed, instead of extending th e  

protection accorded to righ t h olders as intended by th e  law, th e  revision w orld, 

paradoxically, be  a step back w ards com pared to th e  system  previously in force.
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Anoth er am endm ent, based on Article 9  of th e  D irective, com m on to th e  specific 

legislation is intended to broaden th e  range  of available actions designed to prevent fresh  

infringem ents, in particular destruction and im poundm ent of th e  m eans and instrum ents 

used to com m it infringem ent. 

Lastly, th e  tim e  period for filing th e  m ain com plaint w h en interim  m easures h ave been 

req uested before  th e  m ain com plaint h as been filed h as been sh ortened to 20 w ork ing days, 

com pared w ith  th e  form er tim e  period of tw o calendar m onth s.

Law  19 /2006 definitely im proves th e  system  of protection before  th e  trial, because  it let 

th e  violation be  prosecuted in th e  fastest and m ost efficient w ay.

Th e  D irective h as been im plem ented w ith  th e  Statutory Instrum ent, Intellectual Property 

R egulations N°1028 of 2006

23

, w h ich  h as am ended th e  R egistered  Designs A ct 19 49  and th e  

Patents A ct 19 77 and oth er various pieces of legislation. Th e  D irective applies to th e  United 

K ingdom , and given th e  different legal system s in England and W ales, Scotland and 

North ern Ireland, th e  ch anges req uired to im plem ent th e  D irective vary across th e  United 

K ingdom . Many of th e  provisions in th e  D irective are  dependent on court rules, civil 

procedures, and com m on law  rath er th an Intellectual Property law. Court rules and 

procedures are  consolidated in England and W ales by m eans of th e  Civil Proced ure  R ules 

(CPR ). Th e  CPR  does not apply in North ern Ireland, but any ch anges m ade  to th e  CPR  w ill 

be  replicated in North ern Ireland by eq uivalent procedures.

Specific im plem entation w as req uired in Scotland for: a) th e  discipline  of disclosure  of 

inform ation. Article 4 of th e  Statutory Instrum ent, O rder in Scotland for disclosure  of 

inform ation, attains at th e  disclosure  of inform ation by th e  person suspected of 

infringem ent of an IPR ; b) th e  publication of judgm ents. Article 5 of th e  Statutory 

Instrum ent, O rd er in Scotland  for pub lication of  jud gm ents, e stablish e s th at th e  court m ay, at req uest 

of th e  pursuer, order appropriate  m easures for th e  dissem ination and publication of th e  

judgm ent to be  tak en at th e  defender’s expense.

Th e  R egulations

24

 grant th e  exclusive  licensee  of a registered design sim ilar righ ts and 

rem edie s to th e  proprietors of registered designs. Article 4 (a) of th e  Enforcem ent D irective 

req uire s m em ber State  to provide  th e  sam e  rem edie s to, am ongst oth ers, exclusive  licensee s 

as th ey provide  to righ t ow ners, but only as far as national law  perm its. Th us th ere  is  not a 

Com m unity obligation to provide  such  righ ts to exclusive  licensee s, and granting th em  a 

righ t of action goes beyond th e  req uirem ents of th e  D irective.

For th e  asse ssm ent of dam ages, R egulation 3, Sch ed ule 2, paras 2 and 3, sets out th e  general 

approach  req uired by Article 13.

As stated in a docum ent publish ed by Féd ération Internationales d es Conse ils en Propriété 

Ind ustrielle-Com m ission d’Étud e et d e  Travail (CET) in March  2007, th e  follow ing European 

countrie s h ave partially im plem ented th e  D irective: Austria (art.6 not im plem ented); Greece  

(only for copyrigh t m atters); Estonia; Th e  Neth erlands (alth ough  th e  D irective is not 

form ally im plem ented yet, it is already applied by th e  Courts). 
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4. FUTUR E INTER NATIO NAL LEGISLATIO N DEVELO PMENTS O N TH E 

FIGH T AGAINST CO UNTER FEITING 

Counterfe iting and piracy, and infringem ents of Intellectual Property in general, are  a 

constantly grow ing ph enom enon w h ich  now adays h ave a international dim ension, since  th ey 

are  a serious th reat to national econom ies and governm ents.

In addition to th e  econom ic and social conseq uences, counterfe iting and piracy also pose  

problem s for consum er protection, particularly w h en h ealth  and safety are  at stak e.

Finally, th is ph enom enon appears to be  increasingly link ed to organized crim e  because  

of th e  lucrative nature. Additional provisions to strength en and im prove th e  figh t against 

counterfe iting and piracy are  th erefore  necessary to supplem ent D irective 2004/48/EC. In 

addition to th e  civil and adm inistrative m easures, procedures and rem edie s provided for in 

D irective 2004/48/EC, crim inal penalties also constitute, in appropriate  cases, a m eans of 

enforcing IPR s.

2004 D irective w as h astily passed before  th e  Fifth  Enlargem ent of th e  European Union 

of May 1, 2004. It did originally include  crim inal sanctions provisions, but th is rath er 

controversial part w as om itted in order to be  able to m eet th e  deadline  of May 1, 2004. 

Th ere  w as still th e  possib ility for th e  States, as cited in recital 28, to provide  for crim inal 

sanctions in specific cases

25

.

A start w as m ade  on h arm onization w ith  th e  entry into force  of th e  TR IPS agreem ent 

(Article 61) w h ich  lays dow n m inim um  provisions on m eans of enforcing trade -related 

IPR s. Th ese  include  th e  im plem entation of crim inal procedures and crim inal penalties, but 

th ere  are  still m ajor disparitie s in th e  legal situation in   th e  Com m unity w h ich  do not allow  

th e  h olders of IPR s to benefit from  an eq uivalent level of protection th rough out th e  

Com m unity.

In July 2005, th e  European Com m ission presented th e  double proposal for a D irective 

and a fram ew ork  decision to strength en th e  crim inal law  fram ew ork  to com bat Intellectual 

Property offences

26

. It is often called IPR ED 2, Second  Intellectual Property R igh ts E nforcem ent 

Directive.

Th e  Com m ission h as adopted on April 26, 2006

27

 a proposal for a directive to com bat 

Intellectual Property offences th at am ends th e  proposal approved by it on 12 July 2005. It is 

th us re sponding to th e  Court ruling of 13 Septem ber 2005 in Case  C-176/03, according to 

w h ich  crim inal law  provisions necessary for th e  effective im plem entation of Com m unity 

law  are  a m atter for Com m unity law. Conseq uently, th e  fram ew ork  decision w as w ith draw n 

and its provisions h ave been carefully integrated in th e  m odified directive’s proposal.  

Th e  proposed directive sh all apply to all types of crim e  related to infringem ents of IPR s. 

As w ith  th e  2004 IPR  directive, th e  current proposal em braces all, IPR s, entailing a 

h orizontal disposition. 

Article 3 obliges Mem ber States to consider all intentional infringem ents of an IPR  on a 
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com m ercial scale as a crim inal offence, w h eth er it is an actual infringem ent, an attem pt at 

infringem ent, or aiding and abetting or inciting such  an offence.

Article 4 concerns penalties: be side s im prisonm ent (4 years for infringem ents com m itted 

by a crim inal organization or w h ich  entail a severe  risk  for public h ealth  and security) for 

natural persons (as defined in Article 2), th e  D irective lays dow n a range  of penalties to be  

im posed on both  natural and legal persons, such  as fines and th e  se izure  of goods 

belonging to th e  offender, including th e  infringing goods and th e  m aterials, im plem ents or 

m edia used predom inantly for th e  m anufacture  or distribution of th e  goods in q uestion. 

Th e  fine  sh ould be  at least of 100,000 EUR  or 300,000 EUR ,  in case  th ere  is  a proven link  

w ith  a crim inal organization or a risk  for public h ealth  and security. Th e  proposal lets 

Mem ber States m ak e  h arsh er provisions in case  a risk  for serious counseq uences, as 

consum ers’ death  or infirm ity, arise s.

In O ctober 2006 th e  Justice and  H om e A ffaire  Council d iscussed th e  proposal of th e  

Com m ission, underlining th e  subsidiarity principle and adding th at th e  h arm onization of 

crim inal law  sh ould be  th e  last tool

28

.

In April 2007

29

 th e  European Parliam ent voted th e  D irective w ith  a serie s of 

am endm ents: for exam ple, to exclude  private  individuals from  th e  scope  of th e  D irective, so 

long as th ey do not generate  any profit from  th e  use  of th e  product. Sm aller offences w ill 

also rem ain under national civil law. 

Patents on inventions h ave also been left out of th e  D irective on th e  basis th at such  

breach e s are  m ore  difficult to verify and th at civil law  rem ains th e  m ost appropriate  

instrum ent for prosecuting th is type  of infringem ent.

Currently th e  text is w aiting to be  read by th e  European Council (to get th e  “com m on 

position”).

Th e  D irective w ill com e  into force  only if approved by Mem ber States.

Since  counterfe iting is such  a dangerous and alw ays increasing ph enom enon, 

counterfe iting of m edicines is  specifically one  of th e  greatest concerns for international 

legislators. Th is particular k ind of ph arm aceutical crim es, often executed by various types 

of crim inal organizations, sh ow s its severity in affecting th e  w eak e st subjects, such  as people 

affected by serious path ologies, w ith  a range  of conseq uences from  grave h ealth  

com plications to leth al effects.

Th e  Council of Europe  h as sh ow n alw ays m ore  com m itm ent in figh ting counterfe iting 

and it is currently w ork ing on th e  preparation of a b inding international agreem ent to 

furth er facilitate  inter- state  cooperation

30

. Currently th ere  are  som e  m ain Council of 

Europe  bodie s th at are  dealing w ith  th is issue :  th e  Com m ittee  of  E x perts on Ph arm aceutical 

Questions (P-SP-H P) and its A d  h oc Group on Counterfe it Med icines

31

, th e  E uropean Directorate for 

th e  Quality of  Med icines

32

 (ED Q M) and th e  E uropean Com m ittee  on Crim e Prob lem s (CD PC).
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1 Som e countrie s adh ere  only to th e  Madrid Agreem ent or to th e  Madrid Protocol w h ile oth ers, including 

Italy, are  m em bers of both .

2 Th e  cost related to th e  filing of Mark s at th e  International Bureau of Intellectual Property is usually inferior 

to th e  am ount deriving from  th e  sum  of all th e  national registration fees th at ough t to be  paid in case  of 

single registration in different countrie s.

3 Paris Act of July 24, 19 71, of th e  Berne  Convention for th e  Protection of Literary and Artistic Work s, 1886.

4 For th e  purpose  of th e  W IPO  Treaty, R igh ts Managem ent Inform ation m eans: “inform ation w h ich  

identifie s th e  w ork , th e  auth or of th e  w ork , th e  ow ner of any righ t in th e  w ork , or inform ation about th e  

term s and conditions of use  of th e  w ork , and any num bers or codes th at represent such  inform ation, w h en 

any of th e se  item s of inform ation is attach ed to a copy of a w ork  or appears in connection w ith  a 

com m unication of a w ork  to th e  public”. W IPO  Copyrigh t Treaty, art. 12 (2).

5 EU legislation actually into force : 1.CO PYR IGH T: Council D irective 9 1/250/EEC of 14 May 19 9 1 on th e  

legal protection of com puter program s (O fficial Journal of th e  EU L 122, 17/05/19 9 1 p. 42); Council 

D irective 9 2/100/EEC of 19  Novem ber 19 9 2 on rental righ t and lending righ t and on certain righ ts related 

to copyrigh t in th e  field of intellectual property (O fficial Journal of th e  EU L 346, 27/11/19 9 2 p. 61); 

Council D irective 9 3/83/EEC of 27 Septem ber 19 9 3 on th e  coordination of certain rules concerning 

copyrigh t and righ ts related to copyrigh t applicable to satellite  broadcasting and cable retransm ission 

(O fficial Journal of th e  EU L 248, 06/10/19 9 3 p. 15); Council D irective 9 3/9 8/EEC of 29  O ctober 19 9 3 

h arm onizing th e  term  of protection of copyrigh t and certain related righ ts (O fficial Journal of th e  EU L 

29 0, 24/11/19 9 3 p. 9 ); D irective 9 6/9 /EC of th e  European Parliam ent and of th e  Council of 11 March  

19 9 6 on th e  legal protection of databases (O fficial Journal of th e  EU L 77, 27/3/19 9 6, p. 20); D irective 

2001/29 /EC of th e  European Parliam ent and of th e  Council of 22 May 2001 on th e  h arm onisation of 

certain aspects of copyrigh t and related righ ts in th e  inform ation society (O fficial Journal of th e  EU L 167, 

22/6/2001, p. 10) ; D irective 2001/84/EC of th e  European Parliam ent and of th e  Council of 27 Septem ber 

2001 on th e  re sale righ t for th e  benefit of th e  auth or of an original w ork  of art (O fficial Journal of th e  EU 

L 272, 13/10/2001, p. 32); 2. IND USTR IAL PR O PER TY: -Patents &  Supplem entary protection certificates-

D irective 9 8/44/EC of th e  European Parliam ent and of th e  Council of 6 July 19 9 8 on th e  legal protection 

of b iotech nological inventions (O fficial Journal of th e  EU L 213, 30/7/19 9 8, p. 13); Council R egulation 

(EEC) No 1768/9 2 of 18 June 19 9 2 concerning th e  creation of a supplem entary protection certificate  for 

m edicinal products (O fficial Journal of th e  EU L 182, 02/07/19 9 2, p. 1); R egulation (EC) No 1610/9 6 of 

th e  European Parliam ent and of th e  Council of 23 July 19 9 6 concerning th e  creation of a supplem entary 

protection certificate  for plant protection products (O fficial Journal of th e  EU L 19 8, 08/08/19 9 6, p. 30); 

R egulation (EC) No 19 01/2006 of th e  European Parliam ent and of th e  Council of 12 D ecem ber 2006 on 

m edicinal products for pediatric use  and am ending R egulation (EEC) No 1768/9 2, D irective 2001/20/EC, 

D irective 2001/83/EC and R egulation (EC) No 726/2004 (O fficial Journal of th e  EU L 378, 27/12/2006, 

p. 1), am ended by R egulation (EC) No 19 02/2006 of th e  European Parliam ent and of th e  Council (O fficial 

Journal of th e  EU L 378, 27/12/2006, p. 20); R egulation (EC) No 816/2006 of th e  European Parliam ent 

and of th e  Council of 17 May 2006 on com pulsory licensing of patents relating to th e  m anufacture  of 

ph arm aceutical products for export to countrie s w ith  public h ealth  problem s (O fficial Journal of th e  EU L 

157, 09 /06/2006, p. 1) ;-Industrial designs-  D irective 9 8/71/EC of th e  European Parliam ent and of th e  

Council of 13 O ctober 19 9 8 on th e  legal protection of designs (O fficial Journal of th e  EU L 289 , 

28/10/19 9 8, p. 28); Council R egulation (EC) No 6/2002 of 12 D ecem ber 2001 on Com m unity designs 

(O fficial Journal of th e  EU L 3, 05/01/2002, p. 1), am ended by Council R egulation (EC) No 189 1/2006 of 

Note s
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D ecem ber 18 2006 (O fficial Journal of th e  EU L 384, 29 /12/2006, p. 79 ); Com m ission R egulation (EC) No 

2245/2002 of 21 O ctober 2002 im plem enting Council R egulation (EC) No 6/2002 on Com m unity designs 

(O fficial Journal of th e  EU L 341, 17/12/2002, p. 28); Com m ission R egulation (EC) No 2246/2002 of 16 

D ecem ber 2002 on th e  fee s payable to th e  O ffice  for H arm onization in th e  Internal Mark et (Trade  Mark s 

and D esigns) in re spect of th e  registration of Com m unity designs (O fficial Journal of th e  EU L 341, 

17/12/2002, p. 54); -Tradem ark s-First Council D irective 89 /104/EEC of 21 D ecem ber 19 88 to 

approxim ate  th e  law s of th e  Mem ber States relating to trade  m ark s (O fficial Journal of th e  EU L 40, 

11/2/19 89 , p. 1); Council R egulation (EC) No 40/9 4 of 20 D ecem ber 19 9 3 on th e  Com m unity trade  m ark  

(O fficial Journal of th e  EU L 11, 14.1.19 9 4, p. 1), am ended by Council R egulation (EC) No 422/2004 of 19  

February 2004 (O fficial Journal of th e  EU L 70, 09 /03/2004, p. 1); Com m ission R egulation (EC) No 

2868/9 5 of 13 D ecem ber 19 9 5 im plem enting Council R egulation (EC) No 40/9 4 on th e  Com m unity trade  

m ark  (O fficial Journal of th e  EU L 303, 15.12.19 9 5, p. 1), am ended by Com m ission R egulation (EC) No 

1041/2005 of 29  June  2005 (O fficial Journal of th e  EU L 172, 05/07/2005, p. 4); Com m ission R egulation 

(EC) No 216/9 6 of 5 February 19 9 6 laying dow n th e  rules of procedure  of th e  Boards of Appeal of th e  

O ffice  for H arm onization in th e  Internal Mark et (Trade  Mark s and D esigns) (O fficial Journal of th e  EU L 

28, 6.2.19 9 6, p. 11), am ended by Com m ission R egulation (EC) No 2082/2004 of 6 D ecem ber 2004 (O fficial 

Journal of th e  EU L 360, 07/12/2004, p. 19 ); Com m ission R egulation (EC) No 2869 /9 5 of 13 D ecem ber 

19 9 5 on th e  fee s payable to th e  O ffice  for H arm onization in th e  Internal Mark et (Trade  Mark s and D esigns) 

(O fficial Journal of th e  EU L 303, 15/12/2002, p. 33), am ended by Com m ission R egulation (EC) No 

1687/2005 of 14 O ctober 2005 (O fficial Journal of th e  EU L 271, 15/10/2005, p. 14). 

6 W IPO  Perform ances and Ph onogram s Treaty (W PPT), adopted in Geneva on D ecem ber 20, 19 9 6.

7 Art. 2 “Mem ber States sh all provide  for th e  exclusive  righ t to auth orise  or proh ib it direct or indirect, 

tem porary or perm anent reproduction by any m eans and in any form , in w h ole or in part: a) for th e  auth ors, 

of th e ir w ork s; b) for perform ers, of fixations of th e ir perform ances; c) for ph onogram  producers, of th e ir 

ph onogram s; d) for th e  producers of th e  first fixations of film s, in repsect of th e  originals and copie s of 

th e ir film s; e) for broadcasting organizations, of fixations of th e ir broadcasts, w h eth er th ose  broadcasts are  

transm itted by w ire  or over th e  air, including by cable or satellite." EU Copyrigh t D irective.

8 Th ese  exceptions and lim itations include : use  for th e  sole purpose  of illustration for teach ing or scientific 

re search , indicating th e  source  and including th e  auth or’s nam e; reproduction by th e  press, com m unication 

to th e  public or m ak ing available of publish ed articles on current econom ic, political or religious topics, as 

long as th e  source, including th e  auth or’s nam e, is indicated; q uotation for purposes such  as criticism  or 

review, provided th at th ey relate to a w ork  w h ich  h as already been law fully m ade  available to th e  public and 

th at th e  source, including th e  auth or’s nam e, is indicated, and th at th e ir use  is  in accordance  w ith  fair 

practice, and to th e  extent req uired by th e  specific purpose; use s, for benefit of people w ith  a disability, 

directly related w ith  th e  disability and th at are  not of a com m ercial nature; use  for purposes of public 

security or to ensure  th e  proper perform ance  or reporting of adm inistrative, parliam entary or judicial 

proceedings. EU Copyrigh t D irective.

9 Th ese  m easures are  deem ed effective only in th e  case  in w h ich  th e  use  of a protected w ork  is  controlled by 

th e  righ t h older th rough  application of an access control or protection process w h ich  ach ieves th e  

protection objective, such  as encryption or a copy control m ech anism .

10 D irective 2004/48/EC of th e  European Parliam ent and of th e  Council of 29  April 2004 on th e  

enforcem ent of Intellectual Property R igh ts.

11 Council R egulation (EC) No 183/2003 of 22 July 2003 concerning custom s action against goods suspected 

of infringing certain intellectual property righ ts and th e  m easures to be  tak en against goods found to h ave 

infringed such  righ ts.

12 Updated at 20 August 2007. Th e  exam  of th e  national im plem entation of th e  EU legislation w as com pleted 

by direct consultations w ith  som e  of th e  EU Mem ber States.

13 Europe, Press R elease, IP/06/1354.

14  Th e  non-m andatory provisions of th e  D irective are  contained in th e  IP (Miscellaneous Provisions) Bill.
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15 “Attuazione  della D irettiva n. 2004/48/CE sul rispetto de i diritti di proprietà intellettuale ”, publish ed on 

Gazzetta Ufficiale of 7 April 2006, n. 82.

16 Law  168/2003 created 12 Specialized Sections of Tribunals (Bari, Bologna, Catania, Firenze, Genova, 

Milano, Napoli, Palerm o, R om a, Torino, Trie ste  e  Venezia). Th ese  courts, also defined as “Com m unity m ark s 

and patents’ tribunals”  h ave jurisdiction not only for m ark s, patents, utility m odels, new  plants’ varietie s, 

de signs, m odels and copyrigh ts, but also for all oth ers industrial property righ ts as defined by th e  new  Code, 

as, for exam ple, geograph ic indications, nam es of origin, distinctive signs oth ers th an m ark s, etc. 

17 Arts.1-13 of D ecree   n.140/2006.

18 CPI-legislative decree   10 February 2005 n. 30, entered into force  on 19  March  2005.It h arm onizes in one  

text th e  legislation on m ark s, patents, m odels and re served inform ation. Arts.14-21 of D ecree  n.140/2006.

19 Arts.10 and 15 of th e  D irective.

20 Art.13 of th e  D irective.

21 Consultation of th e  Suprem e  Court of Lith uania on February 22, 2002.

22 Law  258/2004 tried to h arm onize  th e  Law  in force  w ith  th e  European D irectives and W IPO  treatie s.  

23 Th is instrum ent im plem ent th e  follow ing com m unitarian acts: (a) D irective of th e  European Parliam ent and 

of th e  Council of 29  April 2004 on th e  enforcem ent of intellectual property righ ts (2004/48/EC) (O J L157, 

30.4. 2004 p.45, a corrigendum  w as publish ed in O J L19 5, 2.6.2004 p.16) ("th e  Enforcem ent D irective"); (b) 

Agreem ent e stablish ing th e  World Trade  O rganisation (including th e  Agreem ent on Trade -R elated Aspects 

of Intellectual Property R igh ts (Cm . 3044-6, 3080, 3263-4, 3268- 9 , 3271, 3275-7 and 3282) ("TR IPS") w h ich  

w as specified as a Com m unity treaty by SI 19 9 5/265; (c) D irective of th e  European Parliam ent and of th e  

Council of 13 O ctober 19 9 8 on th e  legal protection of designs (9 8/71/EC) (O J L289 , 28.10.9 8 p. 28) ("th e  

D esigns D irective"); (d) Council R egulation of 12 D ecem ber 2001 on Com m unity designs (EC) R egulation 

No. 6 of 2002 (O J. L3, 5. 1. 2002 p.1) ("th e  Com m unity D esign R egulation"); and (e) European Econom ic 

Area Agreem ent ("EEA Agreem ent").

24 Sch edule 1, section 24F of R egulations  directly am ends th e  R egistered D esigns Act 19 49  .

25 R ecital 28, D irective 2004/48/EC: "in addition to th e  civil and adm inistrative m easures, procedures and 

rem edie s provided for under th is D irective, crim inal sanctions also constitute, in appropriate  cases, a m eans 

of ensuring th e  enforcem ent of intellectual property righ ts."

26 CO M (2005) 276 final, July12, 2005,  Proposal for a EUR O PEAN PAR LIAMENT AND  CO UNCIL 

D IR ECTIVE on crim inal m easures aim ed at ensuring th e  enforcem ent of intellectual property righ ts-

Proposal for a CO UNCIL FR AMEW O R K  D ECISIO N to strength en th e  crim inal law  fram ew ork  to 

com bat intellectual property offences {SEC(2005)848}.

27 CO M/2006/0168 final, Am ended proposal for a D irective of th e  European Parliam ent and of th e  Council 

on crim inal m easures aim ed at ensuring th e  enforcem ent of intellectual property righ ts.

28 Council Justice  and H om e  Affairs: Crim inal m easures aim ed at ensuring th e  enforcem ent of intellectual 

property righ ts  (5 -  6 O ctober 2006), p.23.

29 European Parliam ent legislative re solution of 25 April 2007 on th e  am ended proposal for a directive of th e  

European Parliam ent and of th e  Council on crim inal m easures aim ed at ensuring th e  enforcem ent of 

intellectual property righ ts (CO M(2006)0168 – C6-0233/2005 – 2005/0127(CO D )).

30 European Com m ittee  on Crim e  Problem s, Feasib ility Study for a Council of Europe  Convention on 

Counterfe it Medicines/Ph arm aceutical Crim e, D ocum ent prepared for th e  D irectorate  General of Legal 

Affairs, Strasbourg, 5 January 2007. Please, se e  also th e  recom m endation to th e  European Parliam ent of 

April 2007: R ecom m endation 179 4 (2007), Th e  q uality of m edicines in Europe.

31 It is based on a Partial Agreem ent of 18 Mem ber States, but it’s open to everybody.

32 It provides th e  European Ph arm acopeia, w h ich  standardize  m edicines at th e  international level. 




