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In every country it always is and must be the interestof the great
body ofpeople to buy whatever they want of those who sell it
cheapest.1
Adam Smith

I. INTRODUCTION
As the world enters the new millennium of technological innovation, product
counterfeiting 2 is becoming an international economic and trade epidemic.
Counterfeiting is targeting the business and employment sectors. For example,

1.
ADAM SMrrH,AN INQUIRYINTOTHENATUREANDCAUSES OFTEWEALThOFNATIONS (1937), quoted
in RoBERTw.MCGEE, A TRADE POuCY FOR FREE SocmrI THE CASE AAINST PROTECIONISM 3 (1994).
2.
See Agreement on Trade Related-Aspects of Intellectual Property Rights, Apr. 15, 1994 (visited Jan. 4,
1999) <http.//www.wto.orgwto/intellec/2-ipagr.htrm> [hereinafter TRIPs Agreement] (defining "counterfeit
trademark goods" as "any goods, including packaging, bearing without authorization a trademark which is identical
to the trademark validly registered in respect of such goods, or which cannot be distinguished in its essential aspects
from such a trademark, and which thereby infringes the rights of the owner of the trademark in question under the
law of the country of importation"). This definition is widely accepted. See also The Effects of ForeignProduct
Counterfeitingon U.S. Industry, 82 PAT.&TRADEMARK REV. 433 (1984); see also I PETERD. ROSEMIERO, PATENT
LAW FUNDAMENTALS § 4.06[4][h] (1998); see also Diane E. Prebluda, Note, Countering InternationalTrade In
Counterfeit Goods, 12 BROOKLYN J.INT'L L 339 (1986) (stating that counterfeiting involves attaching false
trademarks to products, making them identical to their brand-name counterparts); see also BLACK'S LAW
DICIONARY 349 (6th ed. 1990) (explaining that counterfeiting involves an element of deceit or fraud because a
copy is advanced as the original or genuine product). Words such as "knockoff," "fake," or "copy" are used to
describe a counterfeit.
3.
See Sue McAllister, Conference Exposes the Real Threat of Fakes Counterfeits: From Bogus Brake
Padsto Baby Formula,Items Pose Hazardsto Health and Safety,Group Says. LA. TIMES, Oct. 21, 1998, at B3,
availablein 1998 WL 18885697 (quoting a counterfeiting coalition as stating that counterfeiting is the "crime of
the 21st century").
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estimates indicate that counterfeiting costs American businesses US$200 billion
each year.4 Moreover, counterfeiting is costing British motor producers $200
million, and French perfume manufacturers 500 million francs each year.5
Furthermore, a British manufacturer predicted that worldwide job losses from
counterfeiting equals 1.5 million, with 100,000job losses occurring in the European
Community.6 The United States Customs Service projected 750,000 American jobs
7
are lost due to counterfeiting.
The public's fascination with a label, brand, symbol or trademark is fueling the
counterfeiting industry.8 Designer names popularized by global advertisements like
Nike, Tommy Hilfiger, Ray-Ban, Oakley,Walt Disney, Gucci, Calvin Klein, Rolex,
Movado and Omega watches, Luis Vuitton, Levis and La Coste are examples of
brand names counterfeited worldwide.9 Consumers are conscious of the status

4. See Get the Factson Fakes(visited Feb. 2, 1999) <http'//www.ari.net/iacc/fast-facts.html> (stating that
counterfeiting is lucrative because it is a tax-free cash business); see also The EconomicImpact ofCounterfeiting
(visited Jan. 3, 1999) <http'J/www.ari.netiacc/decoding.html> (addressing the impact of counterfeiting on
American industries). The computer software industry is losing between US$12-16 billion per year due to
counterfeiting and piracy. Id. Moreover, U.S. automobile manufacturers and suppliers are losing $12 billion in
revenue worldwide because of the sale of counterfeit parts. d ; see also National Center for Policy Analysis,
Counterfeit Goods: Crime that Pays Well (visited Feb. 20,

1998) <http://www.ncpa.org/pi/crime/

pdcrm/pdcrm7l.html> [hereinafter National Center for Policy Analysis] (stating that there is big money involved
in counterfeiting).
5. See Prebluda, supra note 2, at 341 (presenting examples of the economic consequences of
counterfeiting).
6.

See HELENA STALSON, NAT'L PLAN. AsS'N, INTEL-EC"uAL PROPERTY RIGHTS AND U.S.

COMPmTnVENESS iNTRADE 44 (1987) [hereinafter STALSON] (stating that although there are other reasons for the
employment trend, infringement of intellectual property is displacing jobs in developed and developing countries).
7.

See The Economic Impact of Counterfeiting,supra note 4 (indicating that eliminating the sale and

manufacture of counterfeit auto parts will yield an additional 210,000 jobs); see also Sean Callebs, Counterfeit
Goods: SilentandDeadly,CNNFINANciALNETWORK, May 10,1996 (visited Jan. 3,1999) <http'//cnnfn.con news

19605/10lcounterfeitl> (reporting that counterfeit goods can have detrimental effects on people's lives); see also
STALSON, supranote 6 (mentioning that in 1984 the International Trade Commission estimated that 131,000 U.S.
jobs were lost due to counterfeiting). The data was gathered from five major industries of apparel and footwear,
chemicals, automobile parts, records, tapes and sporting goods. Id.
8. See "Fake" (CBS television broadcast, Dec. 27, 1981) [hereinafter Fake] (stating that a Gucci brand
bag which retails US$295.00 if counterfeited could sell as low as US$32.50); see also Peter M. Phillipes, Cracking
Down on Copycats Fighting Counterfeitersof TrademarkedProductshas Recently Become Fashionable,5 CAL.

LAW. 15 (1985) (claiming that aside from clothing, luxury items like jewehy, luggage, and other leather goods are
frequently counterfeited). Other items counterfeited include records, tapes, toys, sports equipment, health and

personal care products like drugs, cosmetics, sunglasses, medical devices, computer hardware and software. Id.
9.

See Greg Hardesty. FashionMakers Seek Police Help as CounterfeitSales Get Out of Hand,ORANGE

COUNTY REaISTER, Nov. 2, 1998, availablein 1998 WL 16345708 (reporting that owners of brand name products
are spending millions of dollars in fighting counterfeiting). Brand name products are susceptible to counterfeiting
because a willing consumer market exists which translates into tremendous profits. ld; see also Foreign Protection
of Intellectual Property Rights and the Effect on U.S. Industry and Trade, US1TC Pub. Inv. No. 332-245 (Feb.
1988) [hereinafter Foreign Protection] (examining the effects of foreign protection of intellectual property rights
on U.S. industry and trade). The study was conducted by sending questionnaires to over 700 U.S. firms relying
heavily on intellectual property protection. 1d; see also Jon Bigness, CounterfeitersFindPiracyPays, SALT LAKE

TRIB., July 12, 1998, at El, availablein 1998 WL 4062660 (reporting that even before trademark owners decide
to market their products in a specific location, counterfeiters have already penetrated the market).
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symbol and quality associated with carrying a Gucci bag or wearing a La Coste tshirt. However, behind every label is an exorbitant price every customer must pay. 10
Aware of the social standing associated with these items, consumers are willing to
purchase counterfeit products even if it involves infringing on a costly designer's
trademark." As the consumer's taste for brand names becomes prevalent, the

counterfeiter caves in. 2
The profit realized from counterfeiting is attractive to the counterfeiter.
Although counterfeit goods are sold at a fraction of the designer's price, the profit
is still extraordinary. Counterfeiters are not burdened with research and
development, licensing, advertising or marketing expenses shouldered by rightful
trademark owners.' 3 In marketing counterfeit goods, counterfeiters are free riders
of the popularity, good name or goodwill of a designer product. 4 Moreover, the

onslaught of technological innovations is strengthening the counterfeiter's trade.
The advancing technology is creating more sophisticated labeling and packaging
techniques. 5 These days, DNA liquid and special hologram threads are used in
authenticating counterfeit products.' 6 Likewise, the current information technology

10. See Maxim H. Waldbaum &Xuan-Thao N. Nguyen, Using Creativity to Fight a $60 Billion Consumer
Problem-CounterfeitGoods, 10 LoY. CONSu1mE L. REV.88 (1998) (claiming that counterfeiting is not a new
phenomenon in the global economy).
11. See Nancy Bartley, Northwest is FertileGroundforTrade in CounterfeitItems, SFATrLETIMES, Oct. 28,
1998, at Al,available in 1998 WL 3179148 (indicating that concerns about purchasing counterfeit goods are
secondary to getting a bargain for brand name products; see also Fake, supra note 8, at 8 (noting that being seen
wearing a Gucci bag regardless of whether it is genuine or counterfeit may be considered "smart" or"chic" by some
people); see also Marie McCartan, It's No Phony Baloney. The Art of Imitation is Big Business, GANNET NEWs
SERVICE, Aug. 30, 1989, available in LEXIS, News Library (stating that consumers purchase fake items because
of the status and the look associated with the brands).
12. See McAllister, supranote 3; see also Waldbaum & Nguyen, supranote 10 (stating that counterfeiters
take advantage of the wave of designer goods and the desire of consumers to purchase these products); see also
Fake, supra note 8, at 6 (indicating that a market for counterfeit products exists because of the willingness of
consumers to buy even goods of inferior quality, as long as the label is attached).
13. See John F. Sweeney et al., Using US Courts andInternationalTreaties to ProtectAgainst Infringement
Abroad, and at Home, PRACTISING L. INST. 9, 54 (1994) (indicating that counterfeiting is profitable because
counterfeiters do not develop their own products nor pay any royalties to the owner in selling counterfeit goods).
14. See Deborah Mall, Comment, The Inclusion of a Trade Related IntellectualProperty Code Under the
GeneralAgreement on Tariffs and Trade (GAIT), 30 SANTA CLARA L. REv. 265,274 (1990) (stating that inferior
goods manufactured by counterfeiters destroy the goodwill and reputation of the legitimate trademark owner); see
also Marshall A. Leaffer, Protecting United States IntellectualPropertyAbroad: Toward a New Multilateralism,
76 IOWA L. REV. 273, 282 [hereinafter Protecting U.S.] (indicating that copying genuine articles is enriching the
counterfeiter).
15. See Sweeney, supra note 13, at 54 (claiming that the different mediums of technology is easing
opportunities to counterfeit).
16. See Vicki M. Young, Keep Up the Heat:Relentless Pursuitof Counterfeitersisthe Way Licensors and
Licensees Can Strive to Maintain BrandIntegrity, CAP. CrrEEs MEDIA INC., Nov. 4, 1998, available in 1998 WL
8776996 (explaining how the internet and computer technology facilitate counterfeiting); see also National Center
for Policy Analysis, supra note 4 (specifying that experts have reported the use of expensive machinery in
embroidering or attaching logos on counterfeit goods).
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has made marketing ofcounterfeit products easier. 7 Global advertisements continue
to stimulate the consumers' discriminating taste for the most sophisticated and high
quality merchandise.' Through the internet, designs can now be digitally
transmitted to another continent in shorter period of time, making it easier for
counterfeiters to produce and market their goods worldwide.'9 As a result,
consumers in isolated and impoverished countries are brought into contact with the
designer products and the various allurements of modernity. 20
The intercontinental marketing and sale of counterfeit products has jeopardized
the health and safety of consumers worldwide.' Counterfeit pharmaceutical and
medical devices such as heart pumps, birth control pills and other medications are
risking the lives of patients throughout the world.22 Furthermore, counterfeit
automobile and aviation parts like brakes, faulty clutches and plane bolts are
blamed for various car and airplane accidents. 23

17. See Kojo Yelpaala, StrategyPlanningin GlobalProduct Distribution-BeyondtheDistributionContact
25 LAW& POLICYININT'LBus. 839,842 (1994) [hereinafterStrategyPlanning](discussing opportunities for global
marketing).
18. See id. at 850 (indicating that information technology facilitates the flow of financial and industrial
activities).
19. See Young, supranote 16 (demonstrating how the intemet has made counterfeiting undetected and
easier).
20. See Strategy Planning, supra note 17, at 850 (stating that modem technology has helped to develop
global markets for consumer products).
21. See Prebluda, supra note 2. at 339 (illustrating numerous health and safety risks of counterfeiting to
consumers worldwide).
22. See id.; see also Philippes, supra note 8 (discussing the proliferation of counterfeiting in recent years
and how counterfeit goods may be harmful to consumers); see also Clark W. Lackert, InternationalEfforts Against
TrademarkCounterfeiting,COLuM. Bus. L. REV. 161 (1988) (addressing the international efforts to curb trademark
counterfeiting); see also Prebluda, supra note 2, at 340 (outlining the health and safety risks of counterfeit
medications). For example, one million counterfeit birth control pills were recalled by the pharmaceutical firm G.D.
Searle, five million dollars worth of counterfeit Quaaludes were seized in Florida in 1982 and in 1984, it was
reported that at least 12 deaths were blamed to counterfeit drugs. Rd; see also Health & Safety Dangers of
Counterfeits (visited Jan. 3, 1999) <http://www.ari.net/iacc/health.safety.html> (illustrating the health hazards
associated with the manufacture and sale of counterfeit medicines to the public). In 1983, a magazine reported that
counterfeit Tagamet, used for treating ulcers, were found to contain aspirin causing a woman's ulcer to bleed and
develop a dangerous infection. Moreover, a counterfeit of the antibiotic Ceclor caused painful ear infections to
children in seven states raising fears about the possibility of ear damage because they were given the wrong
treatment. A classic illustration of how counterfeiting could affect the health of consumers is the case of a Mexican
patient who purchased a 20-gm tube of Retin-A in Mexico for US$2.00. Aside from the color of the medication,
the packaging was similar to the product sold in the U.S. for US$20.00 but the Mexican counterfeit only contained
vitamin A cream. Id
23. See Prebluda, supra note 2, at 340 (stating that the intercontinental airline company Delta Airlines
received electronic tubes with the General Electric trademark which turned out to be counterfeit worn-out parts).
In addition, counterfeit brake linings and caps of counterfeit oil filters has emerged in the market. Id; see also
Health & Safety Dangers,supra note 22 (indicating that in 1991, the San Francisco Chronicle reported that an
investigation conducted by General Motors revealed that the actual cause of the death of a mother and child was
a brake failure, with the brake pads made out of wood chips). Moreover, a counterfeit faulty clutch was blamed for
the death of a traffic reporter in a 1987 helicopter crash. In 1989, a Norwegian plane crash which killed 55 people
was reportedly due to defective counterfeit bolts manufactured in the United States. Federal investigators also
determined that over 600 helicopters sold to U.S. civilians and NATO were equipped with counterfeit parts. Id;
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The involvement of organized crimes to the counterfeiting industry has

intensified the health and safety risks associated with counterfeit products.
Although the link of counterfeiting to organized crime may be far-fetched to some
it is far from unexpected. A mutual relationship exists between the counterfeiter and
organized crime.2' In counterfeiting, a significant amount of capital is vital to
commence the venture. 25 However, counterfeiters cannot obtain this capital from
creditors like banks which usually require documentation of legitimate business
enterprise.26 Mindful of the lax criminal counterfeiting laws and the potential for
large profits, organized crimes finance the counterfeiting. 27 In return, counterfeiting
is assisting organized crime in converting illegal money into clean money.28 The
documented cash flow is used to launder99 proceeds from various illegal activities. 0
Moreover, counterfeit money has been used to finance violent crimes. 3 ' For
example, testimonies in Congress indicated that the Islamic extremists associated

see also Paul Lewis, Counterfeiting of Goods Rises, N.Y. TwIEs, Oct. 10, 1983, at D9 (mentioning that the
Westinghouse Electric Company obtained fake circuit breaker, a device used to automatically cut off electric power
in case of overloading to prevent fire and shocks from the Philippines, which had the Westinghouse trademark, the
corresponding size, shape and serial number).
24. See Anthony M. Keats & Jeffrey K. Joyner, Counterfeiting Reaches New Levels, in GLOBAL
TRADMARKAN DCOPYRIGHT337, 337-351 (Siegrun D. Kane & Mark A. Steiner eds., 1997) (stating that members
of organized crime and international terrorists are engaged in the manufacture and sale of counterfeit goods).
25. See id.(describing numerous instances where individuals engaging in the manufacture of counterfeit
goods were also involved with organized crime); see also Organized Crime and Product Counterfeiting (visited
Jan. 3,1999) <http://www.ari.net/iacc/organized-crime.html> (specifying that organized crime and counterfeiting
are linked because counterfeiting is a risk-free operation); see also Fake, supra note 8, at 10 (claiming that the
money used to finance many counterfeiting activities emanates from organized crime); see also Lee Smith, Bogus
Goods Give Rise to Anti-Counterfeiting Coalition,S.D. TRIB., at C4 (recognizing that the expense of setting up
counterfeiting operations encourages the counterfeiter to affiliate himself or herself with organized crime).
26. See Keats &Joyner, supra note 24 (indicating that the high profits connected with counterfeiting attracts
criminal figures); see also Get the Factson Fakes, supra note 4, at 1 (claiming that organized crime members are
attracted to the tax-free cash business of counterfeiting).
27. See Keats & Joyner, supranote 24, at 338 (noting that because of inadequate counterfeiting laws and
lax enforcement mechanisms, syndicates and terrorists are involved with counterfeiting).
28. See id. at 339 (illustrating that Chinese crime syndicates known as triads traffic counterfeit merchandise
like Fla, Louis Vuitton, Gucci, Ralph Lauren, Fendi and Chanel). Moreover, the Vietnamese gang "Born to Kill"
is grossing $13 million a year selling fake Rolex and Cartier watches. ld.;
see also OrganizedCrime and Product
Counterfeiting,supranote 25 (discussing that counterfeiting is a source of tax-free income to Chinese organized
crimes or Triads).
29. See FinancialCrimesInvestigations: Money Laundering (visited Feb. 2, 1999) <http://www.customs.
ustreas.gov/enforce/monlaund.htm> (defining money laundering as the process of legitimizing proceeds from any
illegal activity). In money laundering, money illegally gained must be injected into legitimate financial transactions.
According to the Customs Department, there are three stages in money laundering. First, the illegal funds must be
introduced into the banking system. Next, wire transfers of funds occur to cover-up and diffuse the paper trail
involved in the illegal money. Lastly, in integrating the laundered funds back into the legal economy, properties,
businesses and other investments are purchased. ld.
30. See Keats & Joyner, supranote 24, at 341 (illustrating how in 1993 an organized crime in Europe is
using counterfeit trade to launder drug money).
31. See id.(reporting that organized crime assisted the Irish Republican Army and loyalist paramilitary
groups in Northern Ireland by selling US$10 million worth of counterfeit computer games and videos).
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with the bombing of the World Trade Center in New York reportedly raised cash
by selling counterfeit merchandises. 32

When a counterfeit product results in a health or safety problem to the
consumer, the reputation and integrity enjoyed by a particular trademark is

undermined. Customers lose their loyalty to a particular product which translates

to lost profits to trademark owners. 33 The backlash suffered by businesses and
industries has led to increased lobbying for greater protection against counterfeiting.
These owners realize that they have to band together in fighting the problem. A
manifestation of this cooperation is the creation of the International

Anticounterfeiting Coalition (IACC).'

One of IACC's goals is to curb

counterfeiting in countries like the Philippines, Taiwan and China.35

The international approach to handling counterfeiting is not a new phenomenon.
Since 1883, with the inception of the Paris Convention for the Protection of
Industrial Property (Paris Convention), protection against counterfeiting has been
governed by international treaties.36 Moreover, the perceived inadequacy of the
Paris Convention to effectively address the issue of counterfeiting has given birth

to another international agreement, the Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPs) of the General Agreement on Tariffs and Trade
37
(GAT).
The United States was responsible for pressing the intellectual property agenda
under the GATT and succeeded in obtaining a multilateral agreement on the issue.38
However, this has not deterred the United States from adopting its own bilateral

32. See id; see also OrganizedCrime and ProductCounterfeiting,supranote 25.
33. See Mall, supranote 14, at 274 (indicating that a product's goodwill when counterfeited is damaged
because an inferior product is substituted).
34. See InternationalAnticounterfeitingCoalition(visited Jan. 3,1999) <http'//www.ari.net/iacc/ frame.
html> (containing the official internet web site of IACC); see also Stewart McBride, High.FashionThievery,
CHRISTIANS. MoNrroR, Feb. 10,1983 (discussing the history of the International Anti-Counterfeiting Coalition).
IACC was founded in 1978 and its membership extends worldwide. Id.; see also McCartan,supranote 11 (stating
that IACC was started by Monsanto, Levi Strauss, Louis Vuitton, and Cartier, the foremost companies victimized
by counterfeiting); see also The Economic Impact of Counterfeiting, supra note 4 (providing that Fortune 500
companies are spending an average of US$2-4 million each year in fighting counterfeiting). Other industries are
spending up to US$10 million. Id.
35. See InternationalAnticounterfeiting Coalition, supranote 34.
36. See Paris Convention for the Protection of Industrial Property, Mar. 20, 1883 (visited Jan.4, 1999)
<http'J/www.wipo.org/engiplexlwo-par0_.htm> [hereinafter Paris Convention] (providing the text of Paris
Convention); see infra notes 123-50 and accompanying text (analyzing the Paris Convention for the Protection of
Industrial Property).
37. See infra notes 170-202 and accompanying text (analyzing the protections afforded by the TRIPs
agreement against counterfeiting).
38. See Protecting U.S., supranote 14, at 298 (discussing the background of the GATI); see also Mall,
supra note 14 (relating the beginnings of the GATI); see also Alan S. Gutterman, The North-South Debate
Regarding the Protectionof IntellectualPropertyRights, 28 WAxEFORESTL REV. 89,104 (indicating that the U.S.
pushed the issue of intellectual property protection in the GATr); see also STALSON, supranote 6, at 3 (claiming
that the U.S. business sectors in the 1970's led the movement to include the issue of intellectual property into the
GATr agenda).
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approaches to protecting intellectual property.3 9 The United States, by using Section
301 of the Trade and Tariff Act of 1974, 4 as amended, has demanded that countries
with the most egregious intellectual property protection must increase protection
against counterfeiting or risk trade retaliation.4
One country widely known in the world of counterfeiting is the Philippines. To
comply with the TRIPs, the Philippines enacted the Intellectual Property Code
(PC) in 1998.42 This Comment will analyze whether the IPC complies with the
provisions of TRIPs and whether the Trademark Law is effective in combating
product counterfeiting. Part II delineates an overview of intellectual property with
emphasis on the Philippines. Part III discusses the perceptions of developed and
developing countries to counterfeiting. An overview of the counterfeiting record of
the Philippines will be included in this section. Part IV analyzes the standards
embodied in the Paris Convention and the TRIPs and assess their effectiveness in
suppressing counterfeiting. Part V examines the history of trademark protection in
the Philippines and the current Trademark Law. Part VI considers the legitimacy of
the United States' use of 301-type remedy in pressuring the Philippines to
strengthen its intellectual property and counterfeiting protections, despite the
passage of the IPC. Part VII furnishes a conclusion whereby the Trademark Law of
the Philippines embodies sufficient protection to curb counterfeiting in the country.
In addition, since the IPC in general and the Trademark Law in particular complies
with the provisions of the TRIPs, the use of 301 self-help mechanisms by the United
States is illegal because it lacks the legal authority of the TRIPs.
II. AN OVERVIEW OF INTELLECUuAL PROPERTY
Intellectual property means legal rights in ideas. 43 Generally, a state grants
ownership of intellectual property to a private party for a limited number of years,

39. See U.S. GEN. Accr. OFF., INTERNATIONAL TRADE STRENanmENG WORLDWIDE PROTECTON o
INTELLEcruAL PROPERTY RIGHTS GAO/NSIAD-87-65 (1987) (describing the bilateral actions taken by the U.S.
to demand stronger protection of intellectual property rights).
40. 19 U.S.C. § 2411 (1980 & Supp.1998).
41. See Office of the United States Trade Representative:Mission (visited Jan. 13, 1999) <http:J/www.ustr.
gov/missionlindex.html> (discussing the tasks of the United States Trade Representative); see also infra notes 289332 and accompanying text (analyzing the bilateral approach of the U.S. under Section 301).
42. See New Intellectual Property Law Takes Effect in Philippines, 10 J. PROPRIETARY RTS. 19 (1998)
(noting that the Philippines restructured its intellectual property system to comply with TRIPs).
43. See Trade-Related Aspects of Intellectual Property Rights in THE GAIT URUGUAY ROUND: A
NEGOTIATINGHLSORY(1986-1992) 2246 (Terence P. Stewart, ed. 1993) (setting forth a background on intellectual
property); see also INTEUEIAL PROPERTY RIGHTS: GLOBAL CONSENSUS, GLOBAL CONFLICT? 1 (R. Michael
Gadbaw & Timothy J. Richards eds., 1988) (giving an overview of the importance of intellectual property).
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to prevent unauthorized persons from commercially exploiting a new idea." The
state protects these rights under trademark,45 patent, 4 and copyright4 laws. 4
Nonetheless, these bodies of law do not in and by themselves provide adequate

protection against infringement. Any intellectual property right may be copied,
counterfeited or exploited without the authority and to the detriment of the
legitimate owner.4 9 The intangible nature of intellectual property makes it
vulnerable to problems of protection. 5 When information is created and published,
it becomes available for others to use and exploit.5 1
In addition, intellectual property rights are territorial in that the nature and
scope of protection is essentially determined by the laws of the country.5 2 An owner
who wishes to prevent the unauthorized exploitation of his works or inventions in
foreign countries must apply for protection in those foreign countries. 51 This system

of securing intellectual property protection has necessitated the creation of

44. See Richard H. Stem, Intellectual Property in THE URUGUAY ROUND A HANDBOOK FOR THE
MULTIIrATERAL TRADE NEGOIATIONS 198 (J. Michael Finger & Andrzej Olechowski eds., 1987) (describing the
major kinds of intellectual property). Intellectual Property consists of (1) industrial property and (2) copyright and
neighboring rights. hid; see also What is WIPO (visited Jan. 4, 1999) <http://www.wipo.orgleng/dgtext.htm>
(defining industrial property and copyright). Industrial property protects inventions, trademarks, industrial designs,
and appellations of origin. Id. Copyright involves literary, musical, artistic, photographic and audiovisual works.

Id
45. See ROSENBERG, supranote 2, at § 4.01 (defining trademark as anything which is adopted and used to
identify the source of origin of goods).
46. See Protecting U.S., supra note 14, at 274 (stating that patent provides exclusive rights for new and
inventive products and processes); see also INTrLLECrUAL PROPERTY RIGHTS, supranote 43, at I (stating that new
inventions are protected under patent laws, and if they are very sensitive to patent, by trade secret laws).
47. See ROSENBERG, supranote 2, at § 5.01l1] (defining copyright as the exclusive right to copy). Under
copyright law, two exact works may be copyrightable independently of each other as long as the similarity is not
the result of copying. Under copyright law original connotes independent creation and the existence of some
minimal level of creativity. Id.; see also BLACK's LAW DICTIONARY, supra note 2, at 336 (explaining that copyright
is the absolute and exclusive privilege of multiplying copies of the same material for publishing and sale); see also
INTELLECiuALPROPERTYRIGHTS, supranote 43, at I (stating that computer software is protected under copyright).
48. See Protecting U.S., supranote 14, at281-88 (discussing trademark, copyright and patent protections);
see also INTERNATIONAL TREATIES ON INTELLEcTuAL PROPERTY 1-4 (Marshall Leaffer ed., 1990) [hereinafter
INTERNATIONAL TREATIES] (illustrating a brief history of intellectual property); see also ROBERT P. BENKO,
PROTECTING IMILEMAL PROPERTY RIGHTS ISSUES AND CONTROVERSIES 15 (1987) (stating the economics of
intellectual property).
49. See Lackert,supra note 22, at 161 (describing the different approaches currently used against trademark
counterfeiting).
50. See Protecting U.S., supranote 14, at 279-80 (stating that unlike tangible property, intellectual property
does not have a physical existence); see also INTELI.EcrUAL PROPERTY RIGHTS AND CAPITAL FORMATION INTHE
NEXTDECADE27 (Charls E. Walker & Mark Bloomfield eds., 1988) (asserting that knowledge goods are free goods
not depreciating with use).
51. See Protecting U.S., supra note 14, at 279.
52. See Gutterman, supranote 38, at 91 (indicating thatintellectual property protection is guaranteed only
along the border of the country which granted the right).
53. See STAIsON, supra note 6, at 1 (claiming that the nature of protection has a significant effect on
international trade). Unless an author, inventor or producer applies for protection in a foreign country, the foreign
protection is lost,; see infra notes 151-69 and accompanying text (discussing the linkage of intellectual property to
trade).
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multilateral conventions whereby owners can take advantage of protection
regardless of application.m However, effective execution of these multilateral
treaties hinges on the cooperation of member-states.
An example of a country which is a signatory of various multilateral treaties
and has recognized the necessity of intellectual property protection is the
Philippines. The earliest protection of intellectual property in the Philippines dates
back to the Spanish Law in Intellectual Property of 1879.55 In 1924, Act 3134 was
passed for the protection of copyright.m In 1947, Republic Act No. 165 was passed
for the protection of patents," while trademark protection was codified under
Republic Act No. 166. 5s Moreover, the Philippine government's policy to protect
and promote intellectual property rights is enshrined in the 1973 5 and 198760
Constitutions. 61 The Revised Penal Code also furnished protection to legitimate
intellectual property owners. 62 For example, Article 188 of the Revised Penal Code
prescribes the penalty for substitution and altering trademarks, which includes

54. See STALSON, supra note 6, at 1; see also infra notes 123-202 and accompanying text (analyzing
examples of multilateral and bilateral approaches to trademark protection).
55. See Presidential Decree No. 49, as amended (1972). reprinted in INTELLECrALPROPERTYPATENTAND
TRADIEMARK LAWS OF THE PHm.IppmEs I (CBSI Editorial Staff, ed., 1997) (discussing the history of copyright
protection in the Philippines). When Spain surrendered the Philippines to the United States under the Treaty of
Paris, the copyright law was modeled after the U.S. copyright legislation. IU
56. see IN- ELECrUAL PROPERTY, PATENT AND TRADEMARK LAWS OF THE PHU.IpPINES, supra note 55, at
1(indicating that Act 3134 was patterned after U.S. Copyright Law). Copyright protection was further strengthened
when in 1935 the Philippine Constitution embodied a provision providing that the exclusive right to writings shall
be secured to authors and inventors for a certain period of time. Subsequently, in 1972, Presidential Decree No. 49
was passed. IM
57. See Republic Act No.165, reprintedin PHILIPPINE PERMANENT AND GENERAL STATUTES 533 (Gabriel
V. Trinidad, Jr. ed.) (1978) (stating that Republic Act No. 166 is "An Act Creating a Patent Office, Prescribing Its
Powers And Duties, Regulating the Issuance of Patents and Appropriating Funds Therefor.").
58. See Republic Act No. 166, reprintedin PHILIPPINE PERMANENT AND GENERAL STATUrES 561 (Gabriel
V. Trinidad, Jr., ed.) (1978) (providing the text of Republic Act No. 166, otherwise known as "An Act to Provide
for the Registration and Protection of Trade-Marks, Trade Names and Service-Marks, Defining Unfair Competition
and False Marking and Providing Remedies Against the Same, and For Other Purposes."); see also Aniceto G.
Saludo, Jr., Patent Reform LegislationMoving Slowly in Congress, BNA PAT.. TRADEMARK & COPYRIGHT LAW
DAILY, Mar 24. 1992 (providing the history of intellectual property in the Philippines).
59. See PHIL. CONST. of 1973, § 9, reprintedin GISBERT H. FLANZ & GEORGE MCNAKE, CONSTITUTIONS
OFTHECOUNTRIES OPTHEWORLD, (Albert P. Blaustein & Gisbert H. Flanz, eds., 1973). Section 9 of the Philippine
Constitution provides that (1)"The State shall promote scientific research and invention. The advancement of
science and technology shall have priority in the national development." Furthermore, Section 9(3) states that "the
exclusive right to inventions, writings and artistic creations shall be secured to inventors, authors, and artists for
a limited period."
60. See PHIL CONST. art. XIV, § 13, reprintedinRANUOCAu.ANOANAQuINoINTELUEcrALPROPETY
LAW5 (1998) (providing that"The State shall protect and secure the exclusive rights of scientists, inventors, artists,
and other gifted citizens to their intellectual property and creations, particularly when beneficial to the people, for
such period as may be provided by law.").
61. See Philippine Law Update (visited Oct. 3, 1998) <http.//www.chanrobles.com> (providing a
background of intellectual property in the Philippines).
62. See generallyAlonzo G.Ancheta, PhilippinesWages Uphill BattleAgainstIP Pirates,N.Y.L. PUB. CO.,
Aug. 1996. at 1,availablein LEXIS, News Library, IP Worldwide (providing a brief history of intellectual property
protection in the Philippines).
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imprisonment and monetary fines ranging from Philippine Peso P500 to P2,000 or
both.6 These fines are approximately between US$12-$50," which amount to
nothing more than a slap on the wrist.6
On June 6, 1997 Republic Act No. 8293, otherwise known as the Intellectual
Property Code of the Philippines (IPC) was signed into law and took effect on
January 1, 1998.' The IPC embodies copyright, patent and trademark laws,
including protections for layout designs, technology transfer, and undisclosed
information.67 Compared to Republic Act No. 166, the IPCimproves the protections
available against counterfeiting." The trademark provision of the IPC will be
analyzed in relation to the counterfeiting problem.6
Counterfeiting has penetrated the developed and developing countries but a
schism exists on the attitudes of these two groups of countries towards the problem.
In order to carefully focus the discussion of the Philippines, the perceptions of the
developed and developing countries will be examined. Most of the literature on the
divergent views of developed and developing countries apply generally to the
intellectual property problem, however these same arguments can be specifically
applied to a trademark.
III. PERCEPTIONS ABOUT COUNTERFEITING

To understand the problem of counterfeiting in general and particularly in the
Philippines, the distinction between source and market countries has to be made. 0
Source countries are countries where counterfeit products come from.7" Market

63. See Act No. 3815, art. 188, reprintedin INTE.ECIUALPROPERTY, PATENTANDTRADEMARK LAWS OF
THE PHILIPPNES 97 (1997) (indicating that the penalty shall be imposed on any person who substitutes the
trademark, and sells such articles in commerce, knowing that the trademark is fraudulent).
64. See Yahoo! Finance-CurrencyConversion (visited Feb. 15, 1999) <http://quote.yahoo.comlm5?a
=I&s=USD&t=PHP> [hereinafter Currency] (converting the U.S. Dollar to the Philippine Peso). US$1 equals

P38.55. Id
65.

See Ancheta, supra note 62, at 1 (commenting that the fines are relatively very small).

66. See AQUINO, supra note 60 (indicating that the Intellectual Property Code of the Philippines was
codified under Republic Act No. 8293); see also U.S. TRADE REPRESENTATIVE, 1998 NATIONAL TRADEEimATE
REPORT ON FOREIGN TRADE BARRiERS, PHIPPINES 331 (1998) (discussing the new IPC).
67.

See AQuINo, supranote 60, at 2; see also PhilippineLaw Update, supranote 61.

68.

See injrdnotes 205-23 and accompanying text (discussing the trademark provisions of Republic Act No.

166).
69. See infra notes 244-86 and accompanying text (laying out the Trademark provision of the IPC and how
it protects against counterfeiting).
70. See generallyForeign Protection, supranote 9 (analyzing data gathered from a study conducted to assess
the effects of inadequate intellectual property protection of U.S. industries).
71. See idL at 14 (indicating that where American goods sell well and a strong protection for intellectual
property exists, it becomes difficult to determine whether the source of infringing goods is within the country or
another third country).
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countries are countries where counterfeit products are sold.72 For a single
counterfeit product, there could be numerous "source" countries. Components used
to manufacture a counterfeit product may come from several countries. 3 To avoid
detection, goods enter a country in a generic form and it is usually at the market

country where the labels are attached that the last chain of the manufacture is
completed. 74 Countries like the Philippines, Indonesia, Singapore, United States,
United Kingdom, Japan, Korea and Mexico are examples of leading counterfeiting

countries." This paper would assume that leading counterfeiting countries means
countries which are both sources and markets for counterfeit goods.
A. Counterfeitingand Developed Countries

The attitude of developed countries to intellectual property emanates from their
perception of how property is to be regarded. Developed countries consider
intellectual property rights akin to rights in physical property.76 Like physical
property, the owner is entitled to a bundle of rights, one of which is the right to

exclude. Similarly, in intellectual property the private innovator must have
monopoly or exclusionary rights over his or her thoughts and ideas."

In addition, developed countries stress that adequate protection against
counterfeiting is necessary for economic development. 78 Protecting trademark

72. See id. (discussing generalizations about source and market countries). Many source countries are also
market countries for counterfeit goods. Secondly, countries with inadequate intellectual property protections are
major sources of counterfeit goods. Lastly, most developed countries are not major sources of counterfeit goods.
Id.
73. See Kenneth W. Luck & Peter Lowe, The Investigationof Counterfeit Products,in PRODUcr FRAUD:
COUNTERFEIT GOODS SUPPRESSiON 1, 29 (John P. Sinnott ed. 1995) (1993) (summarizing procedures and issues
involved in investigating counterfeiting).
74. See id.(indicating that the nature of counterfeiting is that one country produces an item which comprises
of the finished counterfeit product).
75. See id. (Noting that counterfeiting is not exclusive to developing countries).
76. See Carlos Alberto Primo Braga, The Economics of IntellectualPropertyRights and the GAT A View
From the South, 22 VAND. J. TRANSNAT'L L. 243, 253 (1989) (indicating that developed countries justify
intellectual property protection based on the theory of natural law where one has an inherent right in the products
of the mind). "Intellectual property is a property not only of the mind but also of the spiritual." Id.; see also
INTERNATIONAL TREATIES, supra note 48, at 2 (acknowledging the natural rights theory of intellectual property
where the creator or inventor is entitled to the fruits of his or her mental labor); see also INTELLECrUAL PROPERTY
RIGHTS, supranote 43, at 2 (indicating that developed countries perceive the economic importance of intellectual
property).
77. See INTERNATIONALTREATiES,supra note 48, at 4 (discussing the attitude of developed countries toward
intellectual property); see also BENKO, supranote 48, at 28 (stating that industrialized nations believe that ensuring
monopoly rights to intellectual property owners is the appropriate remuneration for the private innovator).
RIGTM
S AND
78. See INTERNATIONAL TREATIES, supra note 48, at 4; see also INTELLEUAL PROPE
CAPITAL FORMATION, supra note 50, at 94; see also BENKO, supra note 48, at 28; see also Braga, supra note 76,
at 243.

252

The TransnationalLawyer/ Vol. 12
owners against counterfeiting encourages technology transfer.7 9 Strong trademark
protection encourages owners to export the know-how, investments and
technological assistance associated with manufacturing genuine products.'
Legitimate transfer of technology increases the flow of new products into
developing countries, increasing the local knowledge base."'
Developed countries give the impression that most counterfeiting occurs in
developing countries. But this is not the case."2 The United Kingdom is a major
producer of counterfeit goods and in the United States counterfeiting of apparel,
footwear, watches, computers, electronic components and aircraft parts is rampant.83
It was estimated that twenty percent of the world's fake products are manufactured

in the United States.84 This could constitute more goods than might be imported by
a single country in a year. The counterfeiting record of the United States indicates
that the counterfeiting problem persists even in countries which has the toughest

laws for intellectual property protection and anticounterfeiting regime.
B. Counterfeitingand Developing Countries
Although there is significant counterfeiting in developed countries, the
counterfeiting activities in developing countries receive most of the criticism."5 In

79. Technology transfer has been a universal argument of developed countries in insisting greater protection
for intellectual property. See BENKO, supra note 48, at 28; see also Braga, supranote 76, at 252-53; see also
Gutterman, supra note 38, at 119-20; see also Kojo Yelpaala, Third World Perspectiveson Technology Transfer,
in LICENSING AGREEMENTS: PATENTS, KNOW-HOW, TRADE SECRETS AND SoFWARE 196,207-39 (Kojo Yelpaala,
et. al. eds. 1988) [hereinafter Third World Perspectives] (capturing the essence of the developed countries'
argument with regards to technology transfer. "[y]et, it appears ironic and almost "irrational" that the countries that
could benefit most form technology transfer are the very ones that seem to have the greatest restrictions on
technology transfer.").
80. See BENKO, supranote 48, at 29; see alsoGutterman,supranote 38, at 118-119; see alsoINrELLECrUAL
PROPERTY RIGHTS AND CAPITAL FORMATION, supranote 50, at 94.
81. See Gutterman,supra note 38, at 119 (illustrating the argument using the example of patent protection).
In India there is lack of protection for food, drugs and chemical industries resulting in the reluctance of inventors
to invest in India, depriving the populace of necessary products. Id. Moreover, the author states that a strong
intellectual property regime increases imports, licensing activities, and patent applications filings in the local
market. Id. at 120.
82. See STALSON, supra note 6, at 28 (claiming that developed countries had a colorful counterfeiting past
and continue to tolerate piracy); see also Luck & Lowe, supranote 73, at 29 (stating that counterfeiting is rampant
in developed countries like the United States, United Kingdom and Japan notwithstanding laws which restrict
counterfeiting).
83. See STALSON, supra note 6, at 29 (stating that Japan, Italy, Canada, the United Kingdom, Spain and
Frances are chief producers of infringing products, with Canada, Spain and Italy relying on the United States as the
primary market).
84. See d. at28.
85. See id.at 32 (claiming that counterfeiting in developing countries contributes to lost sales and damaged
reputation to industries usually based in developed countries).
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1985, the United States accused countries such as India,86 Thailand," Malaysia,88
Brazil,8 9 Korea,90 Taiwan," Indonesia 92 and the Philippines9 3 as encouraging
counterfeiting because they lack adequate intellectual property protection. 4 As a
result, these countries have been dubbed problem95 or defective 96 countries.
However, the attitudes of developing countries to counterfeiting are different
because these countries exist in a dramatically different cultural and economic
environment. 9
Unlike developed countries, the developing countries might consider
intellectual property the "common property of all, arescommunis, a public good." 98
86. See U.S. GEN. Accr. OFF., supranote 39, at 12 (indicating United States' criticism of India emanates
from India's lack of copyright infringement protection laws, especially of books). Moreover, weak patent protection
for chemicals and pharmaceuticals, including the national "use" requirements for trademark protection as well as
severe import restrictions is making the United States unhappy. ld.
87. See id. (stating that copyright infringement of audio and video cassettes and computer software are
pervasive in Thailand). Furthermore, protection against trademark counterfeiting of consumer goods and
pharmaceutical and patent protection for pharmaceuticals, foodstuffs, agricultural chemicals and machineries are
limited or lacking in Thailand. I.
88. See i. (explaining that Malaysia has a record of infringing copyright books, records, audio, and
videocassettes and computer software). The United States has criticized Malaysia's lack of protection for trademark,
and lack of enforcement regulations for patent law. Id.
89. See id (citing that Brazil has a history of infringing motion pictures, records, videocassettes, and
computer software). The main complaints of the United States concerns the "use" requirement for trademark
protection and the lack of patent protection for metal alloys, chemical compounds, and food and chemical
pharmaceuticals. Id
90. See id. at 13 (explaining that copyright infringement of books, technical journals, audio and
videocassettes and computer software is prevalent in Korea). Widespread trademark counterfeiting of consumer
goods including absent patent protection for foodstuffs, chemicals and pharmaceuticals are the main concerns, Id
91. See idL (indicating that copyright infringement and trademark counterfeiting of consumer goods is
extensive in Taiwan). Moreover, there is lack of patent protection for chemicals, including microorganisms and
pharmaceuticals in the country. Id.
92. See id. (stating that Indonesia is known for copyright piracy of books, and audio and videocassettes).
Trademark counterfeiting of clothing, accessories, chemical and pharmaceutical products, including the lack of
patent protection is the main concern of the United States. Id.
93. See id (mentioning that.copyright piracy of videocassettes and computer software is pervasive in the
Philippines). Trademark counterfeiting of consumer goods is also rampant. I
94. See Effects of Foreign Product Counterfeiting, supra note 2, at 441 (exposing countries lacking
trademark protection for American products); see also Foreign Protection, supra note 9 (relating the intellectual
property violations of various developing countries).
95. See ProtectingU.S., supra note 14, at 274 (indicating that these countries are found mostly in Third
World, where trademark, patent and copyright protection is, from the US standpoint, either ineffective or neglected),
96. See Braga, supra note 76, at 244 (indicating that countries with inadequate protection of intellectual
property were labelled defective because they are engaged in an unfair trade practice).
97. See Third World Perspectivessupranote 79, at 222-29 (stating that the economic, socio-economic and
political climate of developing countries explain their attitude to intellectual property); see also Protecting U.S.
supranote 14, at 284 (explaining how the cultural and economic environments of developing countries influence
their attitude towards intellectual property).
98. See Third World Perspectives,supranote 79, at 223 (explaining how developed market economies and
owners of technology seem to assume that their concepts of property is universal). In developing countries,
intellectual property is regarded a res communis, a public good, a gift from God or Nature for all mankind to use.
see also INTELLCWAL PROPERTY RIGHTS AND CAPITAL FORMATION, supranote 50, at 21 (examining some
Id.;
of the justifications of developing countries to their level of protection for intellectual property).
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If this is the case, they might see nothing illegal or immoral in counterfeiting.'
Society cannot and should not impose any restrictions on the practice of
counterfeiting or copying of inventions."t° Thus, the fruits of mankind's ideas
should be made available to everyone at a minimum cost.101
In addition, developing countries consider counterfeiting as an effective
medium in accelerating their economic and technological advancement.' °2 Like
developed countries, the developing world views counterfeiting as expediting the
transfer of technology, but on terms and conditions compatible with their needs. 0 3
For example, in the 1950's, the Japanese government permitted the counterfeiting
of foreign goods because it assisted the country in achieving the much-sought
t 4 Counterfeiting facilitates the transfer of technological
Western technology."
benefits and marketing skills to domestic producers at a cost affordable to
developing countries." 5 Furthermore, developing countries consider intellectual
property protection as a tool of maintaining their technological dependence on
industrialized countries.' °6 Counterfeiting acquires the necessary technology for
developing countries not easily accessible through any other means.' °

99.
100.
101.
102.

See Third World Perspectives,supranote 79,at 227.
Seei. at 223.
See INTEU AL PROPERTY RIGHTS AND CAPITALFORMATION, supranote 50, at 21.
See William H. Ball, Jr., Attitudes of Developing Countriesto Trademarks, 74 TRADEMARK REP. 160

(1984) (summarizing the attitudes of developing countries to trademark protection); see also Braga,supranote 76,
at 251-57 (exploring the attitude of less developed countries regarding the TRIPS debate at the Uruguay Round);
see also INTELLEcTuAL PROPERTY RIGHTS AND CAPrrAL FORMATION, supra note 50,at 94-8 (reporting on the

different views of developed and developing countries on intellectual property); see also Trade-RelatedAspects,
supranote 43, at 2255 (mentioning that the debate over the inclusion of the issue of intellectual property to the
agenda of the GAIT reflected the difference in the views of developed and developing countries to intellectual
property).
103. See Third World Perspectives, supranote 79, at 207 (stating that preferential treatment is provided to
local industries at the expense of foreign firms). Developing countries consider some of the terms of the technology
transfer transactions of developed countries full of disadvantageous terms. For example, the costs of technology
is often too expensive relative to its age. Moreover, technology transfer contracts are usually one-sided, where the
transferor, usually developed countries, enjoy tremendous bargaining power. Id at 242.
104. See Prebluda, supranote 2, at 342 (indicating that the Japanese model was used by Taiwanese officials
in justifying their own record of counterfeiting). Singapore is also using the same argument.
105. See INTELI.EcTIuAL PROPEmrY RIGHTS AND CAPrrAL FORMATION, supranote 50, at 94 (stating that the

intellectual property policies of developing countries is based on the notion that technology must be made available
at the lowest costs).
106. See Third World Perspectives,supra note 79,at 210-11 (indicating that in Third World countries "there
appears to be a high concentration of economic activities in single raw material industries. These are generally
called monocrop economies. Such countries depend on a single commodity and its export earnings for their very
economic survival. Thus: they are exposed to and sometimes experience a high degree of vulnerability dependency
on the world prices of these commodities. To such countries any diversification to reduce the consequences of raw
material dependency is a matter of necessity. The technology transfer policies of such countries, therefore, tend to
concentrate on transforming the raw material operations into some local processing of semi-finished or finished
goods for export.").
107. See Protecting US.., supra note 14, at 282; see also Third World Perspectives,supranote 79, at 211
(proclaiming because of this advantage "[s]everal Third World governments seek to purposely channel, control or

restrict the terms of technology transfer contracts and licensing agreements towards their goals.").
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However, while developing countries are labeled as the haven of counterfeiting
and piracy by developed countries, some countries of the developing world have
passed laws protecting trademarks, copyright and patents. t°8 Generally, these laws
are consistent with their international treaty obligations." 9 For example, the
Philippines has its own national trademark legislation and is a signatory of an
international convention. However, despite these obligations, counterfeiting
continues.
C. Counterfeitingin the Philippines
During the 1980's the Philippines became a major source of counterfeit

products.

°

Time magazine reported that counterfeiting operations in the

Philippines were well-financed and had extensive distribution networks."' In 1989,
the United States designated the Philippines as one of the countries having
inadequate protection for intellectual property.1 2 Furthermore, the country has been
dubbed the jeans-counterfeiting capital of Asia."' Counterfeit apparel, footwear,
chemicals, auto parts and accessories are freely available in Manila." 4 Designer
names such as Levis, Ray-Ban, Nike, Ralph Lauren are examples of brands

108. See Third World Perspectives, supra note 79, at 231; see also STALSON, supra note 6, at 34.
109. See STALsON. supra note 6, at 234.
110. See Ancheta, supra note 62, at 1; see also Marion Cotter, Fashion Designer Moves to Thwart
Counterfeiters,J. OF COM., Oct. 26, 1990, at 5A; see also "Fake," supra note 8.
111. See Ancheta, supranote 62.
112. See Philippines, U.S. Reach Deal on Intellectual Property Protection, BNA PAT., TRADEMARK &
COPYRIGHT L. DAILY, Apr. 8, 1993 (describing Philippine intellectual property violations and the means the
government is employing to clamp violations and comply with its agreement with the U.S. to improve intellectual
property).
113. See Paul Charles Ehrlich, Philippines:The CounterfeitJeans CapitalofAsia, DAILY NEWS REC., Oct.
4,1985 at 1, availablein LEXIS, Nexis Library (claiming that approximately 5.4 million pairs of counterfeit Levi's
Strauss jeans are produced in the Philippines yearly).
114. See Malcolm Davidson, PhilippinesHopes to Get Off U.S. PiracyList, TiE REUTER BUS. REP., Mar.
30, 1993 at 1, availablein LEXIS, Nexis Library (explaining that the increased intellectual property protection is
necessary for the Philippines to avoid U.S. trade sanctions); see also Lloyd Schwartz, Fight Against Product
CounterfeitingIntensifies, AM. METALMARKET, Feb. 14, 1984 at I, availablein LEXIS, Nexis Library (stating that
foreign product counterfeiting is increasing in size and variety in countries like the Philippines, Taiwan, Hong
Kong, Indonesia, Singapore, and South Korea); see also Kathleen Low, Estimates are Cloudy on Counterfeiting
Costs, FAiRCHILD PUBUCATIONS, Mar. 19, 1984, at 1, available in LEXIS, Nexis Library (citing the Philippines
as one of the top three sources of counterfeit apparel and footwear products); see also Paul Lewis, Counterfeiting
of Goods Rises, N.Y. TIMES, Oct. 10, 1983, at D9 (mentioning that counterfeit Westinghouse electric circuit breaker
was found in the Philippines).
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counterfeited.115 In 1997, the Philippines ranked fifth as the country where most
16
counterfeit merchandise was seized for intellectual property rights violations.!
Although the country had trademark protection legislation, 7 there was not one
criminal conviction for infringement and unfair competition.18 There was
reluctance among judges to enforce prison terms especially since counterfeiting
only carried a six months and one day up to two years and four months
imprisonment. 9 This attitude by the judiciary manifests that counterfeiting was not
regarded as serious crime, comparable to murder and the like. Moreover, the
Philippines' membership
in the Paris Convention'" did not increase protection
2
against counterfeiting.' '
Section IV analyzes the Paris Convention and the TRIPs and the protections
furnished by these treaties against trademark counterfeiting.
IV. MULTILATERAL APPROACHES TO COUNTERFEITING

The restructuring of the Philippine Intellectual Property Code was a product of
the country's accession to the TRIPS.12 However, before consenting to the TRIPs,
the Philippines was a signatory of the Paris Convention for the Protection of
Industrial Property.

115. See ThreatofLegalAction Remove4 DOWJONES INT'LNEWS SERvICE, Aug. 27, 1998, available in WL

(reporting that 25,000 Nike polo shirts found at the Savacentre in UK were believed to have originated from the
Philippines); see also U.S. Customs 'Tripwire. CheatersAre in Seizin,' DAILY NEWS REC., Nov. 2,1983 (stating

that 180 counterfeit Ralph Lauren "Polo" shirts originated from the Philippines).
116. See Customs Seizes Record-Breaking$54 Million in Counterfeit Imports, U.S. NEWSWIRE, INC., Feb.

11,1998 at 1,availablein LEXIS, Nexis Library (reporting that there were 7 seizures in the Phillippines, amounting
to $2,686,229). China, Taiwan, Korea and Hong Kong were the four leading countries. It
117. See infra notes 203-88 and accompanying text (discussing the old and new trademark laws of the
Philippines).
118. See Ancheta, supra note 62.
119. See id
120. See RuBEN E. AGPALO, TRADEMARK LAW AND PRACTcE INTHE PHILPPINES 201 (1990) (mentioning

the history of the Philippines' membership in the Paris Convention). The history of Philippine accession to the Paris
Convention can be traced to Resolution No. 69 passed by the Philippine Senate on May 10, 1965. On July 21, 1965,
the instrument of adherence was signed by the Philippine president and deposited with the Swiss government on
August 11, 1965. Finally, on September 27, 1965, the Paris Convention entered into force. Id.
121. See Ancheta, supranote 62.
122. See New Intellectual PropertyLaw Takes Effect in Philippines,supranote 42.
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A.

The ParisConventionfor the Protectionof IndustrialProperty

The Paris Convention was ratified on March 20, 1883.'2 It is the first major
international treaty affecting and encouraging uniformity of laws in industrial

property protection."24 The Paris Convention deals primarily with the protection of
inventions, 125 marks t26 (trademarks and service marks), industrial designs, 127 and
unfair competition." The Paris Convention is administered by the World
Intellectual Property Organization (WIPO).1 9 WIPO is responsible for enforcing the

provisions of the Paris Convention. In promoting industrial property protection,
cooperation among States is imperative.' 3° To achieve this objective, WIPO works

123. See Paris Convention, supra note 36; see also INTERNATIONAL TREATHES, supra note 48, at 5-6
(explaining the history of the Paris Convention). The Paris Convention was the product of the first International
Patent Congress that took place in Vienna in 1873. On March20, 1883, 11 states signed the Paris Union and it was
entered into force in 1884. There are now 103 member countries. Id.
124. See INTERNATIONAL TREATIES, supranote 48, at 5.
125. See International Protection of Industrial Property (visited Jan. 4, 1999) <http.//www.wipo.
orglenglgenerallipip/intro.htm> (defining an invention as a "novel idea which permits in practice the solution of
a specific problem in the field of technology"). For an idea to be protected by law or "patentable," it must be new
or it has not been published; it must be non-obvious or it would not have occurred to any specialist in the field; and
it must be capable of industrial application in the sense that it can be industrially manufactured or used. Id.
126. See id. (indicating that a mark consists of a sign, or a combination of signs, capable of distinguishing
the goods or services of one from those of another). The sign may comprise of one or more distinctive words,
letters, numbers, drawings or pictures, emblems, colors or combinations of colors, or it could be three-dimensional,
such as the form of containers or packages for the product, Il
127. See id, (defining industrial design as the ornamental aspect of an article). "The ornamental aspect may
be made up of elements which are three-dimensional (the shape of the article) or two-dimensional (lines, designs,
colors) but must not be dictated solely or essentially by technical or functional considerations." Id.
128. See id. (indicating that laws on unfair competition relate to repressing acts or practices which are
contrary to honest practices in the trade or business). This includes acts which may cause confusion with regards
to products or services, industrial or commercial activities of an enterprise. Misleading the public as to the actual
manufacturing process of a product or the quality, quantity or other characteristic of products or services is also
covered by unfair competition. Moreover, acts causing a dilution or damage to another's mark, including taking
advantage of the goodwill or reputation of another's enterprise are punishable under unfair competition. Id.
129. See World Intellectual Property Organization (visited Jan. 4, 1999) <http.//www.wipo.orgleng.
infbrch/infbro98.htm> (summarizing the role of WIPO). WIPO is a specialized agency of the United Nations. It
was created to implement the Paris Convention and the Berne Convention for the Protection of Literary and Artistic
Works. WIPe oversees a total of 22 agreements regarding industrial property. At this time, there are 171 membercountries belonging to wIPO. Id.; see also Convention Establishing the World Intellectual Property Organization
Signed at Stockholm on July 14. 1967 and as Amended on September 28, 1979 (visited Jan. 4, 1999)
<http://www.wipo.orglengiplex/wo-wip0_.htm> [hereinafter Convention] (indicating in Article 5 that
"membership is open to any state which is a member of any of the Paris Union and Berne Union"). Membership
in the United Nations or an invitation by the General Assembly extends the membership of non member-states to
the Union. Il
130. See Convention, supranote 129 (stating in Article 3 that the objectives of the Organization are: "(i) to
promote the protection of intellectual property throughout the world through cooperation among States and where
appropriate, in collaboration with any other international organization, and (ii) to ensure administrative cooperation
among the Unions." IL; see also BENKO, supra note 48, at 4 (summarizing the role of the World Intellectual
Property in protecting intellectual property).
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131
in conjunction with other international and intergovernmental organizations.

WIPO also assists developing nations in designing and enacting intellectual
property legislation by providing legal, technical, educational and training

assistance in intellectual property.3

The Paris Convention establishes minimum substantive standards in
guaranteeing trademark protection. 3 The convention mandates that member-states
must adhere to the national treatment standard. 34 This means that a contracting
member-state must extend the same protection against counterfeiting to nationals
of other contracting states as it grants to its own nationals.1 35 Residents of a
signatory nation have access to the courts of other member-nations and are afforded
the same legal remedies available to nationals for counterfeiting violations."
However, national legislators have tremendous discretion in determining the nature
of the protection and implementation. 37 For example, Article 9 provides that
"counterfeit goods bearing unlawful trademarks must either be seized on
38
importation, or be prohibited from entry or be seized inside the country."'
Nevertheless, if the legislation of a member-state does not permit seizure or
prohibition of importation, or seizure inside the country of counterfeit goods, the

131. See ProtectingU.S., supranote 14, at 292 (summarizing the approach of WIPO to intellectual property);
see also Monique L Cordray, GATI v. WIPO, 76 L PAT. & TRAD ARK OFF. SOc'Y 121 (1994) (comparing the
approaches of the WIPO and the GAIT in promoting intellectual property protection).
132. See Convention, supranote 129; see also Protecting U.S., supranote 14, at 292.
133. See Hans Peter Kunz-Hallstein, The United States Proposalfor a GA7T Agreement on Intellectual
Property and the ParisConventionforthe Protectionof IndustrialProperty,22 VAND.LTRANSNAT'LL 265, 268269 (1989) (discussing the principles embodied in the Paris Convention and the proposed GATT agreement on
intellectual property); see also STALSON, supra note 6, at 21; see also BENKO, supra note 48, at 5; see also
INTERNATIONAL TREATIES, supranote 48,at 9-18.
134. See Paris Convention, supra note 36 (providing in Article 2 (1) that "Nationals of any country of the
Union shall, as regards the protection ofindustrial property, enjoy in all other countries of the Union the advantages
that their respective law now grant, or may hereafter grant, to nationals; all without prejudice to the rights provided
for by this Convention. Consequently, they shall have the same protection as the latter, and the same legal remedy
against any infringement of their rights, provided that the conditions and formalities imposed upon nationals are
complied with.").
135. See STALSON, supra note 6, at 21 (explaining the meaning of the national treatment provision of the
Paris Convention); see also Hallstein, supra note 133, at 268-69 (analyzing the reasons why the Paris Convention
is not regarded as responsive to the needs of modern intellectual property protection); see also BENKO, supranote
48, at 4-8 (presenting the interplay of international agreements like the Paris Convention with domestic law).
136. See Prebluda, supranote 2, at 345.
137. See Thrd World Perspectives,supra note 79. at 232 (considering the national treatment principles as
an escape valve for individual country policies).
138. See Paris Convention, supranote 36 (indicating further that seizure shall be at the request of the public
prosecutor, or any other competent authority or any interested party, whether a natural person or legal entity, in
conformity with the domestic legislation of each country). Other provisions relating to commercial counterfeiting
include Article 6bis which prohibits use and registration of confusing trademarks and Article 10bis which provides
that "countries of the Union are bound to assure to nationals of such countries effective protection against unfair
competition. I4; see also Prebluda, supra note 2, at 345 (noting the major provisions that apply to counterfeiting).
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member-state may apply the remedies available under domestic law.139 One
criticism of the Paris Convention is that a provision such as this leaves a great deal
of discretion to the signatory members instead of imposing objective standards for
trademark protection. t4
Although the Paris Convention has served and will continue to serve useful

functions in protecting trademarks worldwide, critics have argued that it is
ineffective in curbing the production and flow of counterfeit goods.1t 4 The national
1 42

treatment principle which confers minimum rights and standards are insufficient.
The only guarantee available in combating counterfeiting is that members have
equal access to the legal remedies of other member-states.143 There is no agreement
on the substantive legal remedies. 44 Furthermore, the non-membership of countries
famous in the counterfeiting trade like Taiwan, Hong Kong and Singapore has
weakened the effectiveness of the Paris Convention.' 45
Moreover, the Paris Convention lacks effective enforcement mechanisms to

curb c6unterfeiting.

46 Disputes

concerning any form of trademark infringement

must be brought before the International Court of Justice (ICJ).' 47 However, many
member-states do not acknowledge the legitimacy of the ICJ. 4' The dispute
settlement mechanism embodied in the GAT has been regarded as the-solution to
this shortcoming. 49 The significance of the dispute resolution is covered under the
discussion on TRIPS. t m

139. See Paris Convention, supranote 36; see also U.S. GEN. ACCT. On., supra note 39, at 35-36 (noting
that this provision is ineffective in protecting against counterfeiting because it does not require the banning of
counterfeit trademarked imports at national borders).
140. See Prebluda, supranote 2, at 346; see also Third World Perspectives,supra note 79, at 232 (indicating
that the legal commitments of the Third World countries to the Paris Convention did not stop the erosion of
industrial property rights).
141. See ProtectingU.S., supra note 14, at 293; see also Prebluda, supranote 2, at 345.
142. See ProtectingU.S., supranote 14, at 294 (stating that the Paris Convention's insufficient subject matter
and the lack of effective enforcement mechanisms undermine the Convention); see also INTELLECrUALPOPEMrY
RIGHTS AND CAPITAL FORMATION, supra note 50, at 164 (asserting that the rights afforded by the international
conventions are territorially limited in a way that national laws decide the substance and procedure).
143. See Prebluda, supranote 2, at 346.
144. See ld.
145. See id.
146. See id; see also Cordray,supra note 131.
147. See Robert J.Pechman, Seeking MultilateralProtection ForIntellectual Property: The United States
"TRIPS" Over Special 301, 7 MINN. J. GLOBAL TRADE 179, 182 (1998) (discussing the interplay between the
TRIPs and the United States' Special 301).
148. See id. (indicating that procedures embodied in the ICJ are not employed and member-states are free
to ignore ICJ's rulings).
149. See Mall, supranote 14, at 275.
150. See infra notes 192-94 and accompanying text (explaining the dispute resolution mechanism).

The TransnationalLawyer/ Vol. 12

B. The Shift to the GA7T
The impetus for shifting intellectual property protection to the GATE was

largely due to the increasing interplay between intellectual property and trade. 1 '
Inadequate or the absence of protection for intellectual property is an unfair trade
practice. Competitors who are not burdened by research and development expenses

are copying and selling products at a much lower cost, displacing legitimate or
genuine products from international markets. 1 2 As a result, inventors and creators

are unable to earn the return necessary to encourage continued innovation and
creativity. t53 Furthermore, illegitimate goods enter foreign markets even before

original products are produced athome,'54 passing through customs as generic items
because no labels or brands attach on them. 155 Trade is further distorted because

genuine goods may be denied the import permit in the very country where copies
are being made. 156 However, even though genuine goods are allowed to come in,
consumers do not buy them because cheaper counterfeit products are available.'17
These international trade realities brought a sense of international urgency to
formulate and develop a trade-based approach to intellectual property, thus the

GAT'

58

The GATI was established in January 1, 1948159 to maintain a common

151. See Protecting U.S., supranote 14, at 275; see also STALSON, supranote 6, at 1.
152. See Jean M. Dettmann, Comment, GAT An Opportunityforan IntellectualPropertyRights Solution,
4"tANSNAT'LLAW. 347,350-351 (1991) (summarizing the linkage between trade and intellectual property); see
also U.S. GEN. AccT. OFF., supra note 39, at 8; see also Lackert. supra note 22, at 164 (claiming that trade

distortions related to intellectual property may be remedied by adjusting the flow of international goods and
imposing trade sanctions against the governments of offending countries); see also STASN, supranote 6, at 51
(stating that the disparity between the inventor's costs and those of the pirate or counterfeiter works as an effective
barrier to trade comparable to a tariff); see also INTSLECTUALPROPET

RIGHTS AND CAPITAL FORMATtON, supra

note 50, at 163 (indicating that the two principal causes of trade distortions on intellectual property are (1)
inadequate enforcement of rights and (2) deficiencies in the national and international standards for protecting the
rights).
153. See U.S. GEN. AcCt. OFF., supra note 39, at 14.
154. See UL; see also STALSON, supra note 6, at 52.

155. See National Center for Policy Analysis, supranote 4 (indicating that counterfeiters bring in goods that
are generic or blank and the logos or labels are attached later in factories).
1-56. See U.S. GEN. Accr. OFF., supra note 39, at 9.
157. See id. (claiming that pirates are usually in abetter position than legitimate owners to satisfy the demand
in developing countries because they have lower production costs). By copying or counterfeiting products instead
of developing their own design, research and development costs are minute. Id.; see also STALSON, supranote 6,
at 52.
158. See EDWARD SLAVKO YAMBRUSIC, TRADE-BASED APPROACHES TO THE PROTECTION OFINTELETAL
PROPERTY(1990) (analyzing the trade-based approaches of the U.S. in intellectual property); see also BENKO, supra

note 48, at 27; see also Protecting U.S., supranote 14, at 274.
159. See Protecting U.S., supra note 14, at 298 (stating that the GAIT was formed after World War H1as a
result of negotiations between the United States and United Kingdom, concluding in the Havana Charter); see also
Mall, supranote 14, at 275 (alleging that 23 countries started the GATT seeking to curtail the protectionist actions
which fueled the Depression and catalyst to World War 11).
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code for international trade.'6 The agenda of intellectual property was first
advanced during the negotiations on the anticounterfeiting code161 at the Tokyo
Round in 1978.62 However, it was only in the Uruguay Round of the GATr that the
idea gained impetus,'"
Incorporating intellectual property into the GATT agenda was met with
skepticism. Questions were raised on whether the GATT should prioritize its
unfinished business like subsidies and safeguards. 64 Furthermore, disputes existed
between developed and developing countries on whether the GATT has jurisdiction
over issues of intellectual property.'" Developing countries sustained the idea that

transferring intellectual property under the auspices of GATT would prolong their
dependence on the technological advances of developed nations.' 66 Intellectual

property must remain under the umbrella of the WIPO because it possesses the
expertise that GATT lacks. 67 Furthermore, the GAT" is labelled as the "rich man's
club" where the interests of developed countries are given priority.'16 Nonetheless,

by the end of 1993, the trade discussions at the Uruguay Round concluded with the
Agreement on the TRIPs.

69

C. Trade-RelatedAspects of IntellectualPropertyRights (TRIPs)
The TRIPs agreements has been dubbed the most ambitious international

intellectual property convention ever attempted. 7 ' Under the TRIPs, the protection
of intellectual property is part of the multilateral system embodied in the World

160. See Mall, supranote 14, at 275 (stating the objectives of the GATI). GAT's objective was to liberalize
world trade by reducing trade barriers and other measures which distort international competition. Signatories of
the GATT agree to uphold the principles of non-discrimination, national treatment of imports, avoidance of
quantitative restrictions on trade, minimal government intervention in the market, transparency, and recourse to
consultations to resolve disputes. Id.
161. See Mall, supranote 14, at 276 (stating that the anticounterfeiting code was put forth to discourage trade
in counterfeit goods); see also BENKO, supra note 48, at 10 (indicating that the United States initially proposed the
adoption of the anticounterfeiting code in 1978, at the end of the Tokyo Round); see also Prebluda, supranote 2,
at 348 (providing the history of the anticounterfeiting code). The anticounterfeiting code was introduced by the
Anticounterfeiting Coalition, an organization formed by private companies in 1978. Id.
162. See BENKO, supra note 48, at 10.
163. See INTELECrUAL PRoPERlY RIGHTS, supranote 43, at 39 (explaining that the United States sought
to take the GAIT model of rulemaking and dispute settlement and apply it to the intellectual property area).
164. See STALSON, supranote 6, at 56.
165. See BENKO, supranote 48, at 10.
166. See STALSON, supranote 6, at 4.
167. See id.; see also Lackert, supranote 22, at 166-71.
168. See INTLLEcruAL PRoPERTY RIGHTS, supranote 43, at 47.
169. See Bruce W. Schwab, The New Era in Trademark Treaties and MultinationalAgreements, 393
PLI/PAT 169, 173-175 (1994); see also John T. Masterson, Protection of Intellectual Property Rights In
InternationalTransactions,863 PRACn'1sING L.INST. 333. 363 (1994).
.170. See John E. Giust, Noncompliance With TRIPs by Developed and Developing Countries: Is TRIPs
Working? 8 IND. INr'L & Comp.L REV. 69,70 (1997) (discussing the intellectual property standards set forth by
the TRIPs agreement).

The TransnationalLawyer/ VoL 12
Trade Organization,(WTO). 1 7 1 In January 1,1996, the Council for TRIPs concluded
an agreement with the WIPO to expedite the implementation of the TRIPs
Agreement. 172 The TRIPS desires to promote effective and adequate protection and
enforcement of intellectual property rights and to reduce distortions and
impediments to international trade. 73 TRIPs provides for the protection of many
forms of intellectual property, including trademarks,' 74 copyrights,'75 industrial
designs,176 patents' 77 and geographical indications."'
Like the Paris Convention, the TRIPs agreement specifies a national treatment
standard. 179 Thus, like the provision in the Paris Convention, a member-state must
accord the same protection against counterfeiting as it accords to its own
nationals.'O However, as a minimum level of protection, TRIPs directly regulates
the level of trademark protection that applies to all member-states.' 8'
Moreover, the TRIPs agreement contains a most-favoured-nation treatment
standard. 8 2 Member-states are obligated to accord equal treatment to nationals of

171. See id. at 70 (indicating that the World Trade Organization (WTO) was established on January 1, 1995).
As of September 1997, there are 132 member-countries. It, see also Agreement Between the World Intellectual
Property Organization and The World Trade Organization, Dec. 22, 1995 (visited Jan. 4, 1999)
<http://www.wto.orgwtorinteller-intell 10.htm> (furnishing the text of the agreement); seealso Agreement Between
the World Intellectual Property Organization and the World Trade Organization, Dc. 22, 1995 (visited Jan. 4,
1999) <http.//www.wipo.org/engiplex/wo-wto0_.htm> (providing the text of the agreement).
172. See Agreement Between the World Intellectual Property Organization and The World Trade
Organization, supranote 171.
173. See TRIPs Agreement supranote 2.
174. See id. (stating in Article 15 that a trademark constitutes "any sign, or any combination of signs, capable
of distinguishing the goods or services of one undertaking from those of other undertakings.").
175. See i (providing in Article 9 that "copyright protection shall extend to expression and not to ideas,
procedures, methods of operation or mathematical concepts."). Moreover, Article 10 provides that computer
programs, whether in source or object code, shall be protected as literary works. Id.
176. See i (indicating in Article 25(1) that "Members shall provide for the protection of independently
created industrial designs that are new or original."). "Members may provide that designs are not new or original
if they do not significantly differ from known designs or combinations of known design features." Id. "he
protection shall not extend to designs dictated essentially by technical or functional considerations." Id.
177. See id. (stating in Article 27 that patents shall be available "for any invention whether products or
processes, in all fields of technology, provided that they are new, involve an inventive step and are capable of
industrial application.").
178. See i (indicating in Article 22(1) that Geographical indications "identify a good as originating in the
territory of a Member, or a region or locality in that territory, where a given quality, reputation or other
characteristic of the good is essentially attributable to its geographical origin.").
179. See id. (stating in Article 3(1) that "each member shall accord to the nationals of other Members
treatment no less favourable than that it accords to its own nationals with regard to the protection of intellectual
property, subject to the exceptions already provided in the Paris Convention, the Berne Convention, the Rome
Convention or the Treaty of Intellectual Property in Respect of Integrated Circuits.").
180. See Giust, supranote 170, at 71 (explaining that the national treatment standard is the minimum level

of intellectual property protection afforded by the TRIPs agreement); see also Masterson, supra note 169, at 363
(describing the TRIPs national standard as the baseline level of protection).
181. See Giust, supranote 170, at 71.
182. See TRIPs Agreement, supranote 2 (providing in Article 4 that in "intellectual property protection, any
advantage, favour, privilege or immunity granted by a Member to the nationals of any other country shall be
accorded immediately and unconditionally to the nationals of all other Members."). Exempted from this obligation
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all trading partners in the WTO.1a3 TRIPs also incorporates certain provisions from
the Paris Convention and the Berne Convention.8 4
To curb counterfeiting, the TRIPs provides guidelines for member-countries to

comply with. To deter counterfeiters, procedures must be embodied in the
185
trademark laws of member-states and be made available to rights holders.

Enforcement mechanisms such as civil,"s criminal' and administrative procedures,
including injunction,188 payment of damages, 1s9 and destruction of infringing
materials must be put in place. 90To control counterfeiting at the border, the TRIPs

prescribes that importation procedures must be set up. 19m
Moreover, disputes arising under the TRIPs between member-states must be
handled according to the terms of the Dispute Settlement Understanding.' n Cases
involving "non-violation," "nullification" or "impairment of benefits" under the
TRIPs may not be brought during the first five years that the WTO becomes

are any advantage, favour, privilege, or immunity accorded by a member. Id.
183. See Intellectual Property--Protectionand Enforcement (visited Jan. 4, 1999) <http://www.wto.
orglwto/aboutlagmnts6.htm> (providing a summary of the TRIPs agreement); see also OFF.Op THE U.S. TRADE
REPRESENTAT1ETHEURUGUAYROUNDAGREKEnT ACT STATEMENTOF AD,N1STRATIVEACON AGREEMENT
ONTRADE-RLATED ASPECTS OFNTLLCTAL PROPERTY RIGHT, Sept. 27, 1994, available in 1994 WL761796
(G.A.T.T.) (providing a summary of the provisions of the TRIPs agreement from the Office of the United States
Trade Representative).
184. See TRIPs Agreement supra note 2 (indicating in Article 39 that to "ensure effective protection against
unfair competition as provided in Article 10bis of the Paris Convention, members shall protect undisclosed
information and data submitted to governments or governmental agencies.").
185. See TRIPs Agreement, supra note 2, art. 41; see also Intellectual Property (visited Jan. 4, 1999)
<httpJ/www.wto.orgwtor'mtellec/intell2.htn (summarizing the enforcement provisions of the TRIPs).
186. See TRIPs Agreement, supranote 2, art. 42.
187. See id. art. 61 (indicating that the criminal procedures which include imprisonment and/or pecuniary
fines must be adequate to deter future violations). Seizure, forfeiture and procedures for the destruction of
counterfeit products may be adopted. l
188. See id. art. 44 (stating that "judicial authorities shall have the authority to order a party to desist from
an infringement.").
189. See il art. 45 (mandating that judicial authorities of member-states have the authority to impose
damages which may include "attorney's fees" and "recovery of profits").
190. See i4 art. 46 (indicating that goods may be destroyed or disposed of without compensation); see also
id. art. 59 (providing that: "Without prejudice to other rights of action open to the right holder and subject to the
right of the defendant to seek review by ajudicial authority, competent authorities shall have the authority to order
the destruction or disposal of infringing goods in accordance with the principles set out in Article 46. In regard to
counterfeit trademark goods, the authorities shall not allow the re-exportation of the infringing goods in an unaltered
state or subject them to a different customs procedure, other than in exceptional cases"). Id.
191. See id. art. 51 (indicating that "Members shall, in conformity with the provisions set out below, adopt
procedures to enable a right holder, who has valid grounds for suspecting that the importation of counterfeit
trademark or pirated copyright goods may take place, to lodge an application in writing with competent authorities,
administrative or judicial, for the suspension by the customs authorities of the release into free circulation of such
goods.").
192. See id. art. 64, cl. 1.
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effective. 93 Instead, the TRIPs Council will determine the proper scope and
procedures for handling the complaints.194
To ensure that member-states promote the protection of trademarks, a
compliance calendar is embodied in the TRIPs agreement. 95 Article 65(1) provides
that member-states have one year from January 1, 1995 to comply with the
provisions of the TRIPs0 s However, developing countries are given a four-year
extension to comply with the provisions of the TRIPs. 97 Thus, the timetable for
developing countries is to comply by the year 2000.198 For example, the Philippines
is a developing country. As such, it must comply with the provisions of TRIPS by
the year 2000. 99 On January 1, 1998, the Philippine Intellectual Property Code was
enacted so the Philippines has complied with the transitional arrangement.'
Moreover, least-developed countries are given ten years to comply with the
provisions of the TRIPs because of their unique circumstances. 20' However, the
TRIPs has no provision specifying the ramifications for failure to comply with the
transitional calendar. In addition, the transition periods have been criticized as
excessive.'
V. INTELLECTUAL PROPERTY CODE OF THE PHILIPPINES:
THE TRADEMARK LAW

A. History of Trademark Protectionin the Philippines
It cannot be said that the Philippines is devoid of protection against trademark
counterfeiting. 03 As was mentioned earlier in this Comment, the earliest protection

193. See id cl. 2; see also OFF. OF THE U.S. TRADE REPRESENTAT1VE. supra note 183.
194. See TRIPs Agreement, supra note 2, art. 64, cl. 3 (indicating there must be consensus when approving

the recommendation or decision to extend the five-year moratorium in bringing cases).
195. See Giust, supra note 170, at 78.
196. See TRIPs Agreement; supra note 2, art. 65, cl. 1.
197. See TRIPs Agreement, supra note 2, art. 65, cl. 2.
198. See id art. 65, cl. 3 (providing that member countries transforming from a centrally-planned economy
into a market, free-enterprise economy may also benefit from this provision).
199. See Philippine Urges Speedy Enactment of intellectual Property Legislation, May 14, 1997, BNA PAT.,

TRADEMARK & COPYRIGHT L. DAILY, available in LEXIS, Nexis Library (indicating that the Philippines became
a member of the TRIPs on December 15, 1994).
200. See New Intellectual Property Law Takes Effect in Philippines, supra note 42.

201. See TRIPs Agreement, supra note 2, art. 66 (stating that "[i]n view of the economic, financial and
administrative constraints in least-developed countries, and their need for flexibility to create a viable technological
base, such Members shall not be required to apply the provisions of the Agreement for a period of 10 years.").
Extensions may be given to least-developed countries. Id.
202. See Pechman,supra note 147. At 191 (criticizing the compliance calendar of tht TRIPs). In illustrating
the proposition, the author indicated that some developing countries will exploit the grace periods by stepping-up
already thriving pirating industries. Id
203. See Ancheta, supra note 62 (recognizing that compared to other Asian countries, the Philippines fared
better in intellectual property protection).
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4
on trademark was evident since 1947, with the passage of Republic Act No. 166.2

This section will include discussion on the different measures taken to curb
counterfeiting. Legislative, executive, judicial and the private sector's initiatives
will be examined. In addition, a few reasons on why these initiatives were

ineffective in curbing counterfeiting will be outlined. Finally, the new Trademark
Law, as embodied in the Intellectual Property Code will be analyzed, with emphasis
on those provisions which are pertinent to the problem of counterfeiting.
1. Republic Act No. 166-As Amended

Republic Act No. 166 (Act), otherwise known as "An Act to Provide for the
Registration and Protection of Trade-marks,m Trade-Namesw and ServiceMarks, 2" Defining Unfair Competition, ° and False Marking and Providing

Remedies Against the Same, and for other Purposes" was the first trademark
legislation. The Act acknowledged that counterfeiting of a registered trademarkm
constitutes infringement.210 Moreover, the Act mandated that the trademark owner
whose mark is unregistered but has established goodwill in the produce'" has a
cause of action for unfair competition.2 2 These two causes of action are carried over
in the new code. Under the Act, an owner of a registered trademark or a product
which has established goodwill among the public may bring a civil action 213 and

204. See supranotes 55-69 and accompanying text (providing an overview ofintellectual property protection
in the Philippines).
205. RepublicAct No. 166, asamended,§ 38, reprintedin PHIPPINEPERMANENTANDGENERALSTATUs,
supranote 58 (defining the term trade-mark as including "any word, name, symbol, emblem, sign or device or any
combination thereof adopted and used by a manufacturer or merchant to identify his goods and distinguish them
from those manufactured, sold or dealt by others.").
206. Id. Trade name includes individual names and surnames, firm names, trade-names, devices or words
used by manufacturers, industrialists, merchants, agriculturists, and others to identify their business, vocations or
occupations; the names or titles lawfully adopted and used by natural or juridical persons, unions, and any
manufacturing, industrial, commercial, agricultural or other organizations engaged in trade or commerce.
207. Id. (defining service-mark as a "mark used in the sale or advertising of services to identify the services
of one person and distinguish them from the services of others and includes without limitation the marks, names,
symbols, titles, designations, slogans, character names, and distinctive features of radio or other advertising.").
208. Republic Act No. 166, as amended, § 29 (providing that- "Any person who shall employ deception or
any other means contrary to good faith by which he shall pass off the goods manufactured by him or in which he
deals, or his business, or services for those of the one having established such goodwill, or who shall commit any
acts calculated to produce said result, shall be guilty of unfair competition, and shall be subject to an action
thereof.").
209. See id. § 2 (defining what marks are registrable).
210. See 1d. § 22 (indicating what constitutes infringement); see also infra notes 246-55 and accompanying
text for further analysis on infringement.
211. See id § 29 (indicating that a trademark owner has a property right in the goodwill of his product); see
also infra notes 272-76 and accompanying text (discussing goodwill under the new IPC).
212. See id (stating that a manufacturer who has established the goodwill of his product has a cause of action
for unfair competition); see also infra notes 256-60 and accompanying text (discussing unfair competition under
the new IPC).
213. See Republic Act No. 166, as amende4 § 22.
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recover damages2 1 4 Furthermore, Article 188 the Revised Penal Code215 imposes

a fine ranging from P500 to P2,000 Philippine Peso21 6 to any person guilty of
counterfeiting. 2"7 Furthermore, the court may grant an injunction to a complaining
party (trademark owner),218 order the destruction of the counterfeit goods, 2 19 or order
the cancellation of a trademark.2 2
2. Effects of the ParisConvention
The Act contains provisions recognizing the compliance of the Philippines to
the Paris Convention. For example, Section 21-A provides that any foreign national
domiciled or a citizen of a member-state of the Paris Convention is entitled to bring
an action for infringement or unfair competition, whether or not such foreign
national's trademark is registered or licensed to do business in the country.22'In
PumaSportschuhfabrikenRudolfDassler,K.G. vs. IntermediateAppellate Court,222
the court reiterated the Philippine obligation to the Paris Convention. The court
stated that a treaty obligation, founded on general principles of international law,
forms part of the law of the land, creating legal obligations and binding courts. 223
Aside from the legislature, the executivejudicial and private sector participated
in the effort to curb counterfeiting.
3. The Executive Branch
President Ferdinand Marcos issued Executive Order No. 913 in the late 1980's,
classifying "all unfair trade practices as acts of economic sabotage." 224 Independent

214. See UL §23.
215. See Act No. 3815, as amended, art. 188.
216. See Currency, supranote 64 (providing the exchange rate of the U.S. Dollar to Philippine Peso).
217. See Act No. 3815, as amended art. 188 (providing that the fine shall be imposed upon
(1) Any person who shall substitute the tradename or trademark or some other manufacturer or dealer
of a colorable imitation thereof, for the tradename or trademark of the real manufacturer or dealer
upon any article or commerce shall sell the same;
(2) Any person who shall sell such articles of commerce or offer the same for sale, knowing that the
tradename or trademark has been fraudulently used in such goods as described in the preceding
subdivision[.]).
218. See Republic Act No. 166, as amended, § 23.
219. See id. § 24.
220. See id.§ 25.
221. See id. § 21-A; see also AGPALO, supra note 120, at 201-2 (analyzing the provisions of the Act relevant
to the Paris Convention). The Philippines became a member of the Paris Convention on September 27, 1965. Id.;
see also Emerald Garment Mfg. Corp. v. Ct App., G.R. No. 100098 (Dec. 29, 1995) (providing that the holistic
approach takes into consideration the entirety of the mark).
222. See Puma Sportschuhfabriken Rudolf Dassler, K.G. v. Intermediate Ct. App., 158 SCRA 233 (Feb. 26,
1988).
223. See id. at 238.
224. See Ancheta, supranote 62.
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of the criminal and civil actions, the Secretary of Trade and Industry conducted
separate adjudications against counterfeiting.2
Furthermore, from 1988-1992, five interdepartmental task forces were
established. 226 To further the fight against counterfeiting, the Presidential AntiCrime Commission (PACC) was established on July"7, 1992.227 To assists in
enforcing trademark protections, the Inter-Agency Committee for the Protection of
Industrial Property Rights (IACPIPR) or the Presidential Inter-Agency Committee
on Intellectual Property Rights was created.
4. The JudicialBranch
To ensure speedy resolution of counterfeiting cases, the Philippine Supreme
Court issued Administrative Order 113-95, assigning some branches ofthe Regional
Trial Courts, Metropolitan Trial Courts and Municipal Trial Courts to adjudicate
trademark violations. 9 Under this order, trials should last up to sixty days and
judgements are to be handed over within thirty-days.23°
5. The PrivateSector
A discussion on counterfeiting would almost always involve the private sector
because the victims of trademark counterfeiting have been producers of well-known
brand names. 23' In an effort to curb the onslaught of counterfeiting activities in the
country, legitimate manufacturers, licensed distributors, and patent holders initiated
a concerted effort to counteract the problem. 2
In 1985, consumers and businessmen formed the Council to Combat
Counterfeiting and Piracy of Patents, Copyrights and Trademarks (COMPACT) to
mobilize the participation of the government, private and the public sectors in
fighting counterfeiting.233
Unfortunately, these reasonable efforts of the legislature, executive, judiciary
and the private sector did not terminate the counterfeiting problem. The problem
was not insufficient legislation.

225. See id. (indicating that the Secretary of Trade and Industry may impose penalties such as cease-anddesist orders, seize the counterfeit products and paraphernalia used in counterfeiting).
226. See id. (providing that the Anti-Piracy and Counterfeiting Task Force, created in 1988 by the Department
of Trade and Industry is an example of an interdepartmental task force).
227. See id.(indicating that PACC was created per Executive Order No. 3).
228. See id.
229. See Ancheta, supra note 62 (commenting that this move by the Supreme Court was unusual and
ambitious).
230. See id. (claiming that this judicial move may significantly increase intellectual property protection).
231. See STALSON, supra note 6, at 41.
232. See Saludo, supranote 58 (indicating that the private sector openly expressed their dissatisfaction with
the low number of convictions and prosecutions of counterfeiters).
233. See id.
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6. What Went Wrong?
The reasonable efforts of the legislature, executive, judiciary and the private
sector did not terminate counterfeiting. The actual problem was the lack ofeffective

enforcement mechanisms.2- Similar to other developing countries, the Philippines
is facing economic constraints.2 s The government agencies responsible for
enforcing countefeiting laws lacked funding and staffs.2-6 Moreover, the slow
process of convicting counterfeiters dismayed and lessened the interests of
trademark owners in prosecuting counterfeiting violations. 7 Combined with the

Filipino consumers' continuing interest for counterfeit products, the problem
persisted.
Nevertheless, pressures from the international community, including the United

States, compelled the Philippines to restructure its intellectual property laws. To
comply with the timetable requirement in the TRIPs for developing countries, the

Philippines restructured its intellectual property system by enacting the Intellectual
Property Code on June 6, 1997, taking*effect on January 1, 1998."8 The new
Intellectual Property Code of the Philippines creates an Intellectual Property
Office239 and includes protections on copyright and related rights, 4 marks,2'
industrial designs, 2 and patents.2 3

234. See iL; see also Ancheta, supra note 62.
235. See STALSON, supranote 6; see also Ball, supranote 102, at 161.
236. See Ancheta, supranote 62; see also Ball, supranote 102, at 161 (indicating that Third World countries
are ill-equipped to maintain agencies responsible for ensuring intellectual property protection).
237. See Ancheta, supranote 62.
238. See New Intellectual Property Law Takes Effect in Philippines,supra note 42; see also Philippines
Works Toward TRIPs Confornnance 7 J. PROPRIErARY RTS.35 (1995).
239. See New IntellectualPropertyLaw Takes Effect in Philippines,supra note 42 (setting forth that there
are six bureaus of the IPO); see aslo infra notes 274-81 and accompanying text (discussing the IPO).
240. See Republic Act No. 8293, § 172 (providing that literary and artistic works shall be protected).
241. See id § 121.1 (stating that "[mIark means any visible sign capable of distinguishing the goods
(tiademark) or services (service mark) of an enterprise and shall include a stamped or marked container of goods.").
242. See idL § 112 ( indicating that "industrial design is any composition of lines or colors or any threedimensionl form, whether or not associated with lines or colors; provided that such composition or form gives a
special appearance to and can serve as pattern for an industrial product or handicraft.").
243. See id § 21 (providing that "any technical solution of a problem in any field of human activity which
is new, involves an inventive step and is industrially applicable shall be patentable").
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B. The Law on Trademarks, Service Marks and Trade Names
The IPC defines trademark as any visible sign capable of distinguishing the
244
goods of an enterprise and shall include a stamped or marked container of goods.
This definition of trademark under the IPC complies with the TRIPS. 24
1.

Registrationand Infringement

To protect trademark owners against counterfeiting, the trademark has to be

registered at the Intellectual Property Office (IPO).us A registered trademark is
valid for ten years 2 47 The registrant is required to file a declaration of actual use of

the mark within three years from the filing date of the application to risk removing
the mark from the Register.' " Furthermore, the IPC provides that the owner of a
registered mark shall have the exclusive right to prevent counterfeiters from using
his registered mark in the course of trade.us The TPC mandates that any person who
engages in counterfeiting a duly registered trademark shall be guilty of
infringement. 2 Infringement shall include preparatory steps taken to carry out the

244. See id. § 121.
245. See TRIPs Agreement, supra note 2, art. 15(1) (defining trademark as "any sign, or any combination
of signs, capable of distinguishing the goods or services of one undertaking from those of other undertakings, shall
be capable of constituting a trademark.").
- 246. Republic Act No. 8293, §§ 5, 122, 137 (outlining the requirements of registration, enumerating the
functions of the Intellectual Property Office (IPO), and stating that the IPO shall maintain a Register for
trademarks).
247. Ia § 145.
248. Id. § 124.2. This provision complies with Article 15(3) of the TRIPs, providing that "Members may
make registrability depend on use. However, actual use of a trademark shall not be a condition for filing an
application for registration. An application shall not be refused solely on the ground that intended use has not taken
place before the expiry of a period of three years from the date of application."
This provision complies with Article 15(3) of the TRIPs.
249. Id. § 147.1. This provision complies with Article 16 of the TRIPs, indicating that "the owner of a
registered mark shall have the exclusive right to prevent all third parties not having the owner's consent from using
in the course of trade identical or similar signs or containers for goods or services which are identical or similar to
those in respect of which the trademark is registered where such use would result in a likelihood of confusion. In
the case of the use of an identical sign for identical goods or services, a likelihood of confusion shall be presumed."
250. Id. § 155 (stating that: "Any person who shall without the consent of the owner of the registered mark:
155.1. Use in commerce any reproduction, counterfeit, copy or colorable imitation of a registered mark or the same
container or a dominant feature thereof in connection with the sale, offering for sale, distribution, advertising of
any goods or services including other preparatory steps necessary to carry out the sale of any goods or services or
in connection with which such use is likely to cause confusion, or to cause mistake, or to deceive; or 155.2.
Reproduce, counterfeit, copy or colorably imitate a registered mark or a dominant feature thereof and apply such
reproduction, counterfeit, copy or colorable imitation to labels, signs, prints, packages, wrappers, receptacles or
advertisements intended to be used in commerce upon or in connection with the sale, offering for sale, distribution,
or advertising of goods or services on or in connection with which such use is likely to cause confusion, or to cause
mistake, or to deceive, shall be liable in a civil action for infringement by the registrant for the remedies herein set
forth: Provided That the infringement takes place at the moment any of the acts stated in Subsection 155.1 or this
subsection are committed regardless of whatever there is actual sale of goods or services using the infringing
material."); see also Emerald Garment Mfg. Corp. v. Ct App., G.R. No. 100098 (Dec. 29, 1995) (providing that

270

The TransnationalLawyer! Vol. 12

sale of any counterfeit good,"1 or whether or not there was an actual sale of the
goods bearing the infringing material. 2 The standard the court uses in determining
infringement is whether the use of the trademark is likely253 to cause confusion,
mistake, or deception. 2"4 A presumption of confusion exists in cases where goods
are identical." 5
2. Goodwill and Unfair Competition
Regardless of registration, a trademark owner can benefit from the protections
afforded by the IPC against counterfeiting where
"A person who has identified in the mind of the public the good he
manufactures or deals in, his business or services from those of
others, whether or not a registered mark is employed, has a
property right in the goodwill of the said goods, business or
services so identified , which will be protected in the same manner
as other property rights."'

the essential element of infringement is colorable imitation). This means that a close or ingenious imitation as to
be calculated to deceive ordinary purchasers, or such resemblance of the infringing mark to the original as to
deceive an ordinary purchaser giving such attention as purchaser usually gives, and to cause him to purchase the
one supposing it to be the other. Id
251. See Republic Act No. 8293, § 155.1.
252. Id. § 155.2.
253. See Emerald Garment Mfg. Corp. v. Ct. App., G.R. No. 100098 (Dec. 29,1995), at 607 (indicating that
it is not necessary that the challenged mark would actually cause confusion or deception to the purchasers). The
test is whether the use of the mark would likely cause confusion or mistake to the buying public. One of the tests
used to resolve this issue is the "dominancy test." The dominancy test focuses on the similarity of the prevalent
features of the competing trademarks which might cause confusion or deception and thus constitutes infringement.
It is enough that the competing trademark contains the dominant, main or essential features of another trademark
which is likely to result confusion or deception. Id.; cf.Fruit of the Loom v. Ct. App. & Gen. Garments Corp., 133
SCRA 405 (Nov. 29, 1984) (explaining the other approach which is the holistic test). In this test, the entire mark
must be considered in determining confusing similarity. The court stated that the holistic standard takes the
trademark in its entirety for consideration. The words, labels, hang tags must be considered in determining
infringement. Id.
254. Republic Act No. 8293 §§ 147, 155.1, 155.2, 158.
255. IdU§ 147.
256. Id. § 168; see also AQUINO, supra note 60, at 79 (stating that a manufacturer who has not registered his
trademark but for a considerable period of time marketed his goods and the public associates the product with the
particular mark, the mark cannot be appropriated to another); see also TRIPs Agreement, supra note 2 (indicating
in Article 16 that in determining whether a trademark is well.known, members shall take account of the knowledge
of the trademark in the relevant sector of the public, including knowledge in the Member concerned which has been
obtained as a result of the promotion of the trademark).
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This protection is bestowed to the trademark owner because of the goodwill"7
enjoyed by his product. 8 While the cause of action for counterfeiting a registered
trademark is infringement, a trademark owner who has established the goodwill of
his product has a cause of action for unfair competition against the counterfeiter.2 9
Although the causes of action that may be brought are different, the remedies under
an infringement or unfair competition are similar. Also, all actions for infringement
and unfair competition shall be under the jurisdiction of the proper court.20
3. Remedies
i. Civil
A trademark owner whose products are being counterfeited can file a civil
action against the counterfeiter.2' The measure of damages under the Act is the
same as the one embodied in Republic Act No. 166. Damages shall be either the
reasonable profit which the complaining party would have made or the profit the
defendant actually made.2 2 In cases where the damages cannot be assessed with
reasonable certainty, the court may award as damages reasonable percentage of the
gross sales of the defendant. 3 Furthermore, the court has discretion in imposing
double damages where an actual intent to mislead or defraud is established.2"
ii. Criminal
Aside from the civil liability, the Trademark law prescribes a criminal penalty.
A counterfeiter shall be imprisoned from two to five years and a fine ranging from
P50,000 to P200,000 Philippine Peso7 shall be imposed on any person found guilty
of counterfeiting.2 6 The pecuniary fines are significantly greater than the one
imposed under Article 188 of the Revised Penal Code which embodies the criminal
penalty under Republic Act No. 166.267 In addition to the civil and criminal

257. See AQUINO, supra note 60, at 75 (defining goodwill as the reputation and the public confidence that
a business venture has earned through a period of credible dealings).
258. See id. at 79 (indicating that a manufacturer who does not register his mark and has for a time period
marketed his product and the public has associated the mark with the product, another individual or entity is not
authorized to pass off his/her competing goods as those of the original owner or manufacturer).
259. See Republic Act No. 8293, § 168.2
260. See iU § 163.
261. See id. § 155.2.
262. Id. § 156.

263. Mi.
264. 1,& § 156.3.
265. See Currency, supra note 64 (indicating the exchange rate).
266. See Republic Act No. 8293, § 170. The penalties imposed by the new Trademark law is a significant
departure from the fines imposed by the old Republic Act No. 166.
267. See supra notes 205-20 and accompanying text (discussing the penalties of the old trademark law).
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penalties, the court may order that the counterfeit goods be disposed of or destroyed
without compensation.m
iii. Importation
To comply with the border measures requirement of the TRIPso and protect
against importation of counterfeit goods, the Code specifies that no counterfeit
goods shall be admitted entry at the Philippine customs.2 0 To aid customs officers
in enforcing this prohibition, a person entitled to the benefits of the Act may furnish
his name, residence and the name of locality in which the goods are
manufactured. 21
4. Effect of InternationalTreaties
In Section 3 of the IPC, the Philippines codified its commitment to international
treaties, like the Paris Convention and the TRIPs. Section 3 provides that:
"Any person who is a national or who is domiciled or has a real and
effective industrial establishment in a country which is a party to any
convention, treaty or agreement relating to intellectual property rights or
the repression of unfair competition, to which the Philippines is also a
party, or extends reciprocal rights to nationals of the Philippines by law,
shall be entitled to benefits to the extent necessary to give effect to any
provision of such convention, treaty or reciprocal law, in addition to the
rights to which any owner of an intellectual property right is otherwise
entitled under this Act. 272
Section 160 of the Trademark law further states that a foreign national or juridical
person who meets Section 3 does not need to engage in lawful business in the
Philippines to take advantage of the protections against counterfeiting.2 3

268. See Republic Act No. 8293, § 157.
269. See supranote 191 and accompanying text (discussing the border measures requirement).
270. See Republic Act No. 8293, § 166.
271. IdLA copy of the certificate ofregistration of the mark ortrade name is to be recorded in the books kept
by the Bureau of Customs.

272. Id § 3.
273. See id.§§ 160,210.
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C. Enforcement

Under the Code, the Intellectual Property Office (IPO), headed by a Director
General274 and assisted by the Deputies Director General, 5 shall administer and
implement the policies declared in the Act0

6

It has the power to adjudicate

proceedings involving intellectual property rights.tm In implementing its plans and
strengthening trademark protections, the IPO must coordinate with other
governmental agencies and the private sectors! 8 The IPO shall consists of six
Bureaus, including the Bureau of Trademarks z 9 which shall be headed by a
Director and assisted by an Assistant Director.? Another critical bureau is the
Bureau of Legal Affairs. It shall have original jurisdiction over administrative
complaints for intellectual property violations. However, its jurisdiction is limited
to complaints where the total damages claimed are not less than P200,000
Philippine Peso.n1 To assists in implementing the trademark provision, the
Presidential Inter-Agency Committee on Intellectual Property (PIACC-IPR) was
created. 2 In fighting counterfeiting, the Committee pursues a three-pronged
strategy ofintensive information campaign, sustain effective enforcement operation
and speedy resolution of IPR related cases. 233 In June 1998, PIAC-IPR reported
there were 234, 963 pirated and fake items such as counterfeit Adidas, NBA shoe
products, Bally shoes, Levi's and Jag jeans that were confiscated. 284 These

274. Id § 7.1. The Director General shall manage and direct all functions and activities of the Office,
including promulgating rules and regulations to implement the objectives, policies, plans, programs and projects
of the Office. The Director General shall have exclusive appellate jurisdiction over all decisions rendered by the
Director of Trademarks and Director of Legal Affairs. d.; see also id. § 7.3. The appointment of the Director
General shall be for a term of five years and eligible for reappointment only once, except that the first Director
General's first term shall be for seven years).
275. See id. § 6.
276. 1a. § 5.
277. See id. § 5, cl. f.
278. See id. § 5, cl.-g.
279. See id. § 6.2 (specifying that the other bureaus are the Bureau of Patents, the Bureau of Legal Affairs,
the Documentation, Information and Technology Transfer Bureau, the Management Information System and EDP
Bureau; and the Administrative, Financial and Personnel Services Bureau).
280. See id. § 6.2.
281. See id. §§ 10, 10.1, 10.2.
282. See RP Improves IPR ComplianceRate, Bus. DAILY, Aug. 8, 1997, availablein LEXIS, Nexis Library
(stating that PIACC-IPR shall be made up of representatives from the Department of Trade and Industry, the
Department of Finance, the Department of Justice, the National Bureau of Investigation, the Bureau of Customs,
the Videogram Regulatory Board, the National Telecommunications Commission, Copyright Office of the National
Library, and other non-governmental organzations).
283. See PhilippineGov't Fights Piracyin Business Sector, ASIA PULSE, Feb. 25, 1997, available In 1997
WL 10595795 (reporting on the objectives on PIAC-IPR); see also Manila Works to ProtectIntellectualProperty
Rights, ASIA PULSE, Mar. 31, 1997 (summarizing PIAC-IPR's accomplishments on its fourth anniversary).
284. See Firms Post Improved Compliance With Intellectual PropertyRights, Bus.WoRD, July 23, 1998
(summarizing the accomplishments of PIAC-IPR in the first half of 1998). PIAC-IPR also reported that there was
a 91% compliance rate by firms monitored for the first half of 1998. There were a total of 4,106 firms checked
compared to 3, 898 in the same period in 1997. Id.
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confiscated items were valued at P20.7 million Philippine Peso.2 Furthermore, the
total fines imposed for IPR violations was at Pl1 million Philippine Peso.'
However, the Paris Convention and the TRIPs are not the only standards the

Philippines has to comply in improving its status on counterfeiting. The failure of
multilateral efforts, specifically the Paris Convention, to effect change has

compelled the United States to use its own type of remedies in pressuring other
countries to strengthen intellectual property protections.

Foremost among these

measures is Section 301 of the Trade and Tariff Act of 1974, as amended.' 8
VI. UNILATERAL APPROACH TO COUNTERFEITING:
UNrrED STATES' 301 AND THE PHILIPPINES

The United States has -one of the toughest laws for intellectual property
protection and anticounterfeiting regime. For example, the Lanham Act, 289 the
Trademark Counterfeiting Act of 1984,29 the Copyright Act of 1976291 and the
Patent Code 292 are examples of laws protecting intellectual property in the United
States. In addition to the statutory protection of industrial property rights, the
common law of various states have also provided an active and ever evolving
protection of intellectual property rights. 293 Nevertheless, these laws have not

eliminated the domestic counterfeiting and piracy of intellectual property.294 To
make matters worse, the United States' domestic industries are claiming to be the
foremost victims of intellectual property infringement2 95 and losses attributed to
285. See id,
286. See id.
287. See Prebluda, supra note 2, at 340.
288. See.19 U.S.C. §§ 2411 etseq. (1980 & Supp. 1998).
289. See 15 U.S.C. §§ 1051 et seq. (1997 & Supp. 1999).
290. See 15 U.S.C. §§ 1116-1118 (1998 & Supp. 1998).
291. See 17 U.S.C. §§ 101 et seq. (1996 & Supp. 1998).
292. See 35 U.S.C. §§ 100 et seq. (1984 & Supp. 1998).
293. See DONALD S. CHISUM & MICHAEL A. JACOBS, UNDERSTANDING INTELLECTUAL PROPERTY LAW
§ 5E[2] (1992) (indicating that at common law trademark rights extended to the markets of trademark-bearing
goods); see also 4 MICHAEL E. EPSTEIN, EPSTEIN ON INTELECrAL PROPERTY § 7.01 [C] at 7-5 (1999) (discussing
state and common law protection of trademarks); see also Kewanee Oil Co. v.Bicron Corp., 416 U.S. 470,479,
94 S. Ct. 1879, 1885 (1974) (indicating that states may regulate writings and discoveries). States may protect
intellectual property as long the regulations do not conflict with laws passed by Congress. Id
294. See Bigness, supranote 9 (reporting that counterfeiting is prevalent in Chicago and other large cities
of the United States). Counterfeit items are even found at big and famous department stores like Bloomingdale. Id;
see also Hardesty, supra note 9 (citing counterfeiting activities in Southern California); see also Bill Wallace, HighTech PiracySiphoningBillions From State EconomylOrganizedCrimeLinked to Many Schemes, S.F. CHRON., Nov.
30, 1998, at AI5, available in 1998 WL 3929134 (relating piracy and counterfeiting of software totals US$11.4
billion worldwide, with almost US$3.1 billion attributed to the United States and California accounts for US$2.5
billion of the United States total). However, the United States is also a victim of counterfeiting. See supranotes 4-7
and accompanying text (discussing the monetary and employment losses attributed generally to the lack of
intellectual property protection in foreign countries).
295. See Foreign Protection, supranote 9 (surveying American firms on the losses attributed to infringement
of intellectual property in foreign countries).
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counterfeiting remains significant.9 Notwithstanding the fact that the United States
was both a source and market country for counterfeit products, it took the position
that the solution to counterfeiting lay in the adoption by all countries of national
laws protecting intellectual property rights as part of general trade policy.297 To
further this goal, Section 301 of the Trade Act of 19742 8 was amended and its scope
was expanded to include intellectual property in the trade agenda. 2 9 As such, 301
is being used to pressure countries to adopt stronger intellectual property

protections or risk trade retaliations.
A.

The 301 Remedy

Section 301allows private parties3°° to invoke the intervention of the United
States in cases of foreign unfair trade practices affecting American commerce. 30 '
Section 301 deals with bilateral and multilateral agreements to which the United
States is a party0 2 Under Section 301, the United States Trade Representative
(USTR) is authorized to take appropriate action after making a determination that
the"act, policy or practice of a foreign country violates, or is inconsistent with the
provisions of, or otherwise denies benefits to the United States under any trade

296. See The Effects of Foreign Product Counterfeiting on U.S. Industry, supra note 2 (reporting on the
results of an investigation conducted on the effects of counterfeiting on American industries). The investigation
cited the following as its objectives:
(1) to identify those product sectors in which U.S. industry faces competition from foreign
counterfeited products, either in the United States or abroad,
(2) to assess the impact such counterfeiting has had on these industries and U.S. exports,
(3) to identify the primary country sources of counterfeiting.
(4) to inventory the methods U.S. firms are using to counteract counterfeiting and their
recommendations for Government action, and
(5) to compile an inventory of U.S. and foreign laws and international agreements encompassing
counterfeiting, including the avenues of relief available.
297. See Nicole Telecki, Note, The Role of Special 301 in the Development of InternationalProtection of
Intellectual PropertyRights After the Uruguay Round, 14 B.U. INT'L LJ. 187, 190-91 (1996) (discussing Special
301's relationship to the TRIPs agreement); see also David L Wilson, A Trade Policy Goalfor the 1990's:
Improving the Adequacy and Effectiveness of IntellectualPropertyProtectionin ForeignCountries,1 TRANSNAT'L
L. 421,422 (1988) (indicating that the American policy in intellectual property has been "(1) protecting American
intellectual property rights in the United States from foreign infringements, and (2) ensuring protection of U.S.
intellectual property rights in foreign countries.").
298. See 19 U.S.C. § 2411 (1980 & Supp. 1998); see also FactSheets "Special301 " on IntellectualProperty
Rights and 1996 Title VII Decisions, (visited Jan. 13, 1999) <http://www.ustr.gov/reports/301report/fact
sheets.html> (describing the measures taken by countries pressured by the U.S. to strengthen intellectual property
rights protection).
299. See Telecki, supranote 297, at 191.
300. See Paul C.B. Liu, U.S. Industry's Influence on Intellectual PropertyNegotiations and Special 301
Actions, 13 UCLA PAC. BASIN LJ. 87 (1994) (indicating that American industries and organizations were
influential in the passage of the Omnibus Trade and Competitiveness Act and Section 107 of the Copyright Act of
1976).
301. See YAMtRUSIC, supranote 158, at 29.
302. See id
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agreement oris unjustifiable and burdens or restricts U.S. commerce." 3 3 In carrying
this out, the USTR may suspend, withdraw, or prevent the application of trade
benefits.' The USTR is directed to impose duties or other import restrictions on
the goods of the foreign country having inadequate protection of intellectual
property.305 Moreover, the duty-free treatment or the General System of Preference
(GSP) of a trading country may be withdrawn, limited or suspended.' °6 The GSP
permits developing countries to export designated products to the United States
duty free to assist in their economic development. 3 07 The GSP retaliation is usually
referred to as "Super 301."
In addition, under the Omnibus Trade and Competitiveness Act of 1988 or
"Special 301," the USTR shall "identify and analyze the acts, policies, or practices
of each foreign country which constitute significant barriers to, or distortions of
United States exports of goods or services."m In accordance with this authority, the
USTR shall identify "foreign countries that have the most onerous or egregious acts,
policies, or practices that deny adequate and effective intellectual property rights,
or deny fair and equitable market access to United States persons that rely upon
intellectual property protection."-' ' 9 These countries shall be classified as "priority

303. 19 U.S.C. § 2411(a)(1)(B)(i)(ii) (1980 & Supp. 1998).
304. 19 U.S.C. § 2411(c)(1)(A).
305. 19 U.S.C. § 2411 (cXI)(B).
306. 19 U.S.C. § 241 1(c)(1)(C).
307. 19 U.S.C. §§ 2461, 2462; see also U.S. GEN. Accr. OFF., supra note 39, at 41 (summarizing the GSP
treatment).
308. 19 U.S.C. § 2241 (1980 & Supp. 1998); see also USTR Announces Results of Special 301 Annual
Review, U.S. Trade Representative, 97-37 (Apr. 30,1997) [hereinafter USTR] (summarizing the authority of the
USTR under Section 301); see also Fact Sheets, supra note 298; see also Eileen Hill, Commerce Department
ProgramSeeks GreaterProtectionfor U.S. Intellectual PropertyRights, Bus. AM., Mar. 18, 1985, availablein
LEXIS, Nexis Library (describing the economic loss due to counterfeiting and how the US through Section 301
is trying to protect its intellectual property interests abroad).
309. 19 U.S.C. § 2242 (b)(1)(A)(i)(ii); see also Brent W. Sadler, IntellectualPropertyProtectionThrough
InternationalTrade, 14 HOus.J. INT'L L. 393, 414 (1992) (summarizing the procedures and operations of Special
301).
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foreign countries,"3 ' "priority watch list," 311 or "watch list, '31 2 depending on their

record in intellectual property protections.

3 3 As the intellectual

property protections

improve in a specific country, the USTR has the discretion to put the country on an
"out-of-cycle" review. 314 Thus, the classification of the counterfeiting regime of a
country determines whether the USTR may withdraw, suspend or limit duty-free

benefits.
B. 301 and TRIPs: A Question of Legitimacy
The legitimacy of 301 has been at the forefront even before the adoption of the
TRIPs.3 5 One could assume that once TRIPs is adopted, the United States would
cease using 301. One would also have thought that the United States would rely on
the TRIPs remedies and dispute settlement instruments. However, this is not the
case. The United States continues to use 301 to pressure countries to adopt and
implement intellectual property protections. Thus, it can be argued that to the extent

310. See USTR, supranote 308, at 7-8 (defining these countries as performing or having the most onerous
or egregious acts, policies or practices). As of 1997, China is listed as a priority foreign country. As a result of this,
under Section 306 of the "Irade Act of 1974, the USTR has authority to use trade sanctions if China slips in its
enforcement of bilateral intellectual property rights agreements. i., see also Timothy Bickham, Protecting U.S.
Intellectual PropertyRights Abroad with Special 301, 23 AIPLA Q. J. 195, 200-201 (1995) (indicating that there
are three criteria that identify a priority foreign country). First, the country must act in ways or its policies must
deny adequate protection for intellectual property rights or market access for those relying on intellectual property
protection. Second, the practices must have the greatest actual or potential impact on relevant U.S. products. Id.
311. See USTR, supranote 308, at 8-10 (providing thatcountries on the priority watch list are countries that
lack adequate and effective intellectual property protection or whose market access is specifically troublesome to
U.S. interests; perform or have less onerous or egregious act, policies or practices, but whose laws are still
deficient). As of 1997 there are 10 countries placed in this category: Argentina, Ecuador, Egypt, The European
Union, Greece, India, Indonesia, Paraguay, Russia and Turkey. Id
312. See 41 at 10-17(indicating that countries in the watch list are monitored for their progress in
implementing their commitments to intellectual property protections and for providing market access for U.S.
intellectual property products). As of 1997, there are 36 countries listed on the watch list: Australia, Bahrain,
Bolivia, Brazil, Bulgaria, Canada, Chile, Colombia, Costa Rica, Denmark, Dominican Republic, Guatemala,
Honduras, Hong Kong, Ireland, Israel, Italy, Japan, Jordan, Korea, Kuwait, Luxembourg, Oman, Pakistan, Panama,
Peru, Philippines, Poland, San Marino, Saudi Arabia, Singapore, Sweden, Thailand, United Arab Emirates(UAE),
Venezuela and Vietnam. ld.
313. See Bickham, supra note 310, at 200-02 (outlining Section 301); see also Results of U.S. Special301
Intellectual PropertyReview Announced, 8 J. PROPRIETARY RTs. 31 (1996) (explaining the differences between
the categories and which country fall under each category).
314. See Acting USTR Barshefsky Anounces Results of Speclal 301 "Out-of-Cycle" Reviews, U.S. Trade
Representative 96-99 (Dec. 20,1996) (visited Jan. 13,1999) <http.//www.ustr.gov/releases/1996/12/96-99.html>
(specifying that as conditions improve, a country may be removed from a list). Nonetheless, if conditions
deteriorate, the USTR will act accordingly. Thus, the development of a country in an "out-of-cycle" review is
monitored to ensure that the laws, legal procedures and enforcement tools guarantee American intellectual property
protection. Ii.
315. See Trade-RelatedAspects, supra note 43, at 107 (indicating that some contracting members of the
GAIT were concerned with the use of unilateral measure such as 301 during the negotiations leading up to the

TRIPs).
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that TRIPs does not authorize unilateral measures outside its
framework, the United
316
States, by using Special 301, is in violation of the TRIPs.
Under the TRIPs, the proper remedy for aggrieved countries is to invoke the
dispute settlement mechanism 17 and unilateral solutions are not allowed. 318
Moreover, the wide latitude of remedies available under Special 301 are
inconsistent with the TRIPs. 319 For example, the TRIPs requires "same sector
retaliation" but Special 301may impose greaterpunishment. 320Nonetheless, despite
these shortcomings and criticisms from the international community, the United
States will continue to use 301 remedies. 321
C. 301 and the Philippines
A country which has been consistently on the list of the USTR for intellectual
property complaints is the Philippines. Since 1989, the Philippines has been on the

316. See Pechman, supra note 147, at 201 (indicating that the United States will continue, if not forced to
rely on Special 301 to implement the provisions of the TRIPs). The potential shortcomings of TRIPs, such as the
excessive transition period, exceptions to patentability and problems of implementation would compel United State
to continue relying on 301. Id at 190-93.
317. See supra notes 192-94 and accompanying text (discussing the dispute settlement mechanism of the

TRIPs).
318. See TRIPs Agreement, supranote 2, art. 64 (stating that:
1.
The provisions of Articles XXII and XXII of GATr 1994 as elaborated and applied by the
Dispute Settlement Understanding shall apply to consultations and the settlement of disputes under
this Agreement except as otherwise specifically provided herein.
2.
Subparagraphs 1(b) and 1(c) of Article XXIII of GATT 1994 shall not apply to the settlement of
disputes under this Agreement for a period of five years from the date of entry into force of the
WTO Agreement.
3.
During the time period referred to in paragraph 2, the Council for TRIPs shall examine the scope
and modalities for complaints of the type provided for under subparagraphs 1(b) and l(c) ofarticle
XXIII of GATr 1994 made pursuant to this Agreement, and submit its recommendations to the
Ministerial Conference for approval. Any decision of the Ministerial Conference to approve such
recommendation or to extend the period in paragraph 2 shall be made only be consensus, and
approved recommendations shall be effective for all Members without further formal acceptance

process.).
See also Pechman,supranote 147, at 203 (relating that to comply with the dispute settlement provision, the United
States is using Special 301 only as a means of identifying TRIPs violations and notify the WTO of these violations).
The case of Brazil is an example of the United States' bypass of the dispute settlement procedure of the TRIPs. Id
at 202.
319. See id. at 203.
320. See id at 204. The same-sector retaliation means the "new dispute resolution unde TRIPs seeks to target
industries that will ultimately benefit from the greater protection of intellectual property rights that will result from
the Dispute Settlement Bureau action." The author used the example of Brazil to compare the extent of the remedies
of Special 301 to that of the TRIPs. Under Special 301, 100% tariffs were imposed on a wide variety of products,
including products which bore no relation to the pharmaceuticals patent protection the United States was seeking.
Under TRIPs, the penalty would be limited to the Brazilian exports directly related to the subject of the dispute.
Id. see also Myles Getlan, TRIPS and the Future of Section 301: A Comparative Study in Trade Dispute
Resolution, 34 COLUM. J. TRANSNAT'L L 173, 185-91 (1995) (discussing the Brazilian Pharmaceuticals case).
321. See Bickham, supranote 310, at 208-09 (indicating that despite TRIPs, the United States will continue
to employ 301 because of its success). A case in point is the agreement between China and United States. Id
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watch list of the USTR. 32 However, in 1992, the Philippines was designated as a
priority watch list.323 Being placed on the Special 301 list is a concern to the
Philippines government. 32 4 Under the GSP, the value of the duty-free benefits for
325 This translates to
the Philippines translates to US$1.58 billion each year.
326

eighteen-percent of the total exports to the United States.

Passage of the IPC and the trademark protection legislation which complies

with the TRIPs standards has not removed the Philippines from the list.3 27 The
Philippines is still on the 301 list because the United States is unhappy with the
audio, software and cable protection in the country.3" In addition, the United States
cited weak enforcement due to court backlogs and the decompilation 329 provision

of the IPC as reasons. 33° The Philippine government responded that forty-eight
special courts have been created to adjudicate violations and limited funding
322. See generally Philippine Trade Chief Worried Over IPR Violations, DEUIScHE PRESsE-AOENTItR,
Dec. 6, 1998, available in LEXIS, Nexis Library (noting how US trade sanction due to continued intellectual
property violations could hurt the Philippines' preferential tariff treatment).
323. See Philippines,U.S. Reach Deal On IntellectualPropertyProtection,supra note 112; see also Results
of U.S. Special 301 Intellectual PropertyReview Announced, 8 No. 7 J. PROPRIETARY RTS. 31 (1996) (reporting
on the efforts accomplished by "Special 301").
324. See Gov't Wants RP Out ofWatchlist oflPR Violators,BUS. WORLD, Dec. 7,1998, availablein LEXIS,
Nexis Library (providing that the exports include wiring harness, raw sugar, line telephone sets, reception apparatus,

finished electrical and electronic equipments and metal furnitures); see also Jose Joel M. Sy Egco, US-Opposed
Provision to Stay in IPR Bill: Solons, Bus. DAILY, Nov. 15, 1996, available in LEXIS, Nexis Library, Emerging
Market Datafile (mentioning that the duty-free pmference translates to about $2 billion in revenues each year); see
also USA: PhilippineMinister Courts Investors, Seeks Growth, REUTER NEWS SERVICE, June 8,1994, available
in LEXIS, Nexis Library; see also Jennifer D. Baldivino, RPs PoorIPR Compliance Threatens Duty FreePerks,
Bus. DAILY, Dec. 7, 1998, available in LEXIS, Nexis Library (summarizing the reasons the Philippines remains
on the watch list and how this might affect the country's duty free benefits).
325. See Baldivino, supra note 324 (summarizing the advantages of the GSP to the Philippines).
326. See PhilippineTrade ChiefWorried Over IPR Violations, supranote 322 (discussing the concerns of
Philippine Trade Secretary as the Philippines continues to be on the Special 301 list).
327. See Gov't Wants RP Out of Watchlist of IPR Violators, supra note 324 (reporting on the duty-free
benefits of the Philippines and how intellectual property violations are threatening these benefits).
328. See Baldivino, supranote 324.
329. See Egco, supranote 324 (discussing the reasons the Philippine government is not attempting to modify
software provision of the IPC despite American threats). Decompilation is the breaking up of the parts of a
computer software program. Two Philippine senators indicated that decompilation is beneficial because it enables
Filipinos to study the software programs and learn from them. Id The TRIPs provision on software compilation
is in Article 10, providing that:
1. Computer programs, whether in source or object code, shall be protected as literary works under
the Beme Convention (1971).
2. Compilations of data or other material, whether in machine readable or other form, which by
reason of the selection or arrangement of their contents constitute intellectual creations shall be
protected as such. Such protection, which shall not extend to the data or material itself, shall be
without prejudice to any copyiight subsisting in the data or material itself.
See also Republic Act No. 8293, § 185 (indicating that fair use of a copy righted work for criticism, comment, news
reporting, teaching including multiple copies for classroom use, scholarship, research, and similar purposes as not
an infringement of copyright) Decompilation, which is understood here to be the reproduction of the code and the
translation of the forms of the computer program to achieve the inter-operability of an independently created
computer program with other programs may also constitute fair use. Id.; see also § 189.
330. See Baldivino, supra note 324.
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remains the biggest problem.33 Regarding the issue of decompilation, authorities
in the Philippines maintain that decompilation should be legalized since it is legal
in the United States and Europe. 332 As to when the United States will finally lift the
Philippines out of the 301 list, despite its compliance with the TRIPs, remains to be
seen.
VII. CoNCLusION

Counterfeiting will continue into the twenty-first century. There are numerous
reasons for this, some of which are intractable. Counterfeiting is a complex global
phenomena not susceptible to simple solutions. This complexity is manifested by
the inability of developed countries, will all their market resources, to stamp out
counterfeiting. Furthermore, it appears that severe criminal sanctions have not
worked to eliminate the problem.
The counterfeiting problem, however, has certain trade consequences and the
United States should be given credit for identifying the relationship between trade
and counterfeiting. Likewise, the United States should be commended for seeking
to develop the multilateral, general and universal solution of the TRIPs that applies
to all countries across the board.
Since TRIPs has been adopted and is now the body of law governing trade and
intellectual property under the World Trade Organization, all signatory states must
comply with TRIPs. Furthermore, TRIPs has pre-empted unilateral and bilateral
approaches to protecting intellectual property and eliminating counterfeiting. As
such, any national legislation such as 301 employed by the United States to enjoy
its rights under TRIPs have doubtful legality and possibly an outright violation of
the TRIPs. 301-type sanctions designed to pressure the Philippine government to
eliminate counterfeiting is unlawful under TRIPs. If the United States believes the
Philippines is in.violation of TRIPs, it should invoke the remedies available under
TRIPs. Moreover, the use of 301 is counterproductive and ineffective because even
the United States, with all its statutes, the common law, and its elaborate and wellfinanced courts system have not solved the counterfeiting problem.

331. See Gov't Wants RP Out of Watchlist of JPR Violators, supra note 324.
332. See Egco, supra note 324.

