“ Anti-Counterfeiting Measures”
Chapter 1. The reality of counterfeit goods
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The reality of counterfeit goods
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Which are genuine goods?
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Genuine
goods
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‘ < * Counterfeit goods use inferior leather,

and the thread is different.

3

Recent Trends in Counterfeiting

Internet-related counterfeit damage

70% 62.3%
53.9%

475% 48.3% 53.6%

FY2008 FY2009 FY2010 FY2011 FY2012

[N=926] [N=1059] [N=944] [N=1011] [N=944]

Inguiry covered 8,081 companies with thefilighest total number of patent,
utility model, design, and trademarks applications. Total number of responses: 4323
Source: FY2013 Report on Survey of Counterfeit Damages (Japan Patent Office)
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Types of Internet-related counterfeit damage
0% 10% 20% 30% 40% 50% 60%

Sales of counterfeit goods through overseas-based web sites
Use of deceptive or unauthorized trademarks

Sales of counterfeit goods through domestic-based web sites
lllegal copying of copyrighted web contents or designs

Sales of counterfeit goods via domestic auction sites

Sales of counterfeit goods via overseas auction sites

Other

Counterfeit services or functions supplied over the Internet

1 - Leaks of trade secrets, knowhow, etc.

No reply

Much damage from counterfeiting comes from
online shopping sites and unauthorized use of trademarks.
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Pricing of counterfeit goods and services
0% 5% 10% 15% 20% 25% 30%

Higher than the genuine price
Roughly the same as the genuine price

~ 75% to less than 100% of the genuine price

50% to less than 75% of the genuine price

14.0%

25% to less than 50% of the genuine price 16.1%

10% to less than 25% of the genuine price
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Vendors of counterfeit goods
often use untraceable servers,
online shopping sites, and auction sites.

Rights of companies that sell and provide products
in Japan damaged by counterfeit web sales

0% 10% 20% 30% 40% S50% 60% 70%

Trademarks

Design rights

Copyrights

Patents and utility models
Other

Trade secrets and knowhow IN=294)

Source : FY2013 Report on Survey of Counterfelt Damages (Japan Patent Office)
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(Intermediary sites) ( File storage sites )

Don’ t host pirated content; Supply uploaded
instead, guide users to sites copies of data stored
where it is stored. on hard drives.




Status of Damage

The Office of Intellectual Property Protection
Provides consultation and information on
dealing with counterfeits

Number of Inquiries

2004 -2005 2006 2007 2008 2009 2010 201 2012 2013

§oﬁ‘ree Annual Beport on the Office of Intellectual Property Protection (METI, June 2014)




Coanies Suffering Damage
From Counterfeiting

Suffered damage

Don’ t know/unable
to ascertain

32.8%

Did not suffer damage

[N=4323]

SburceF Y2013 Report on Survey of Counterfeit Damages (Japan Patent Office)

Intellectual Property Rights Infringements
by Category
0% 10% 20% 30% 40% 50% 60% 70%

Trademarks
Design rights
Patents and utility models

Copyrights

- Trade secrets and knowhow B FY2011 [N=1011)
B FY2012 [N=944)

Other

SOV 2Die Report on Survey of Counterfeit Damages (Japan Patent Office)

High level of trademark infringements




Main Types of Products Affected
General goods
Machinery/industrial machines

Electronic/electrical goods

electronic/electrical goods, and foodstuffs

Other Types of Damage Caused by Counterfeits

Degraded brand image
Technology leak

Problems with trade partners

Consumer accidents

Consumer complaints Il Machinery/ndustrial machines IN=94)
[ Electronic/electrical goods [N=74)

; I General goods [N=113]
Delayed overseas expansion o Foodstulls [N=43]

I A1 IN=651)

Other
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Corporate and brand images suffer
in a market rife with counterfeits




Damage caused
by low quality counterfeits
(Consumers are also victims)
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f‘ Consumer mlstakenly believes
- product is genuine

&

Complaint to company
(Damage to brand image)

Store A Store B

sells genuine goods sells counterfeit goods
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Less motivated to buy genuine goods
Negative effect on sales and market
share of genuine goods




Reduced sales and market share
< When market contains both genuine and counterfeit products >

< Short term effects >

» Initial loss in sales

< Mid-to long-term effects >

» Damage to corporate
and brand image
Reduced sales
and market share

Edited from "Results of Anti-counterfeiting and Piracy Measures” (METI)

What should be done first
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» Tracing distribution
k: channels

distributor back to manufacturer




Use local authorities and organizations
that have a subsidy system for damage investigations
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Consultmg
service

Some will even draw up warning notices to infringers
based on the results of those investigations,
and implement administrative enforcement

Counterfeit manufacturer

%l /,f-k\
Gather evidence for use in court or materials | ’M}

to ascertain existence of infringement
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Existence of supporting IP rights

Right holder

Infringers

, Trademarks

ACUREEY | ayout-design

Copyrights utilization rights _

In Japan, rights can be protected
under the Unfair Competition Prevention Law




The Unfair Competition

Prevention Law

maintains fair competition between
businesses and protects
business profits

Types of Anti-counterfeiting Measures

Types of
Anti-counterfeiting Measures

- Administrative enforcement
- Criminal prosecution
( - Civil litigation
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Administrative enforcement:

Action taken by an administrative body
with jurisdiction, such as an IPO,
Trade or Industry Ministry, toward
suspected illegal infringers
(such as investigations and crackdowns)

s L)

?’ o U . 5y
" i‘ ) g E—)

Y + ¥ "\ -
gy J - oA e
,1‘ 1:\‘

s

-
[l
-
-
-
Ll
e
e
L
ze
=
s
-
=
-
=
e
s
-
sl

Points to consider when studying
anti-counterfeiting measures:

- System in the country

where measures will be taken
- Existence of rights in the country

where measures will be taken
- Kind of damage

- Intent of infringer (willful, negligent, etc.)




