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Russia's Part IV problems
Last year Russia overhauled its IP legislation and consolidated it into Part IV of its civil
code. The new rules, already the subject of much criticism from IP owners, are due to
come into effect on January 1 2008. Managing IP hosted a roundtable in Moscow to
discuss the new law and a series of proposed amendments to it
PO: Does Part IV amount to a step forward or a step back for
IP in Russia?
VO: I wouldn't put this question as categorically as a step for-
ward or back. Part IV has been passed, and today we should
look at how we will implement it, will it even be possible to
implement it and what should be done to amend the obvious
mistakes that exist in the code.

I believe these problems exist mainly because it was passed
too quickly and specialists were not consulted. Also, at the
later stage of discussions when a working group was formed it
included only those people who worked on the draft: I was
included only at the very last minute. Issues on mearis of indi-
vidualization [the term used in Part IV to denote trade and
service marks, appellations of origin, trade names and com-
mercial designations] were not discussed at all, only generally
when we discussed licensing.

In my opinion co-use of all kinds of individualization
should be possible, with the exception of trade names. But in
Part IV there is a reference to co-use being related to collective
marks or appellations of origin. If you look at the nature of
collective marks, it is clear that we are not talking about co-
use in relation to collective marks. That is why I think co-use
should relate only to trade marks, trade names and commer-
cial designations.

Co-use of different means of individualization is still at an
early stage in Russia. And if this provision is introduced it will
be necessary to discuss it in detail and include guidelines.
Otherwise consuners Will suffer. For example, means of indi-
vidualization are widely used in the medical sector. And if one
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Looking at the positive aspects of the bill, there is a con
mercial concession [the term for franchising in Part IV] agree-
ment. But again there is another issue - the wording of the
code states that franchising is impossible without a trade
mark, but I believe this is too strict.

We should also improve the legal definition of commercial
designations. It is good that commercial names appear in our
law, though they were mentioned before. But the way they are
being regulated is inadequate. In some places in Part IV we see
that priority is being given to commercial names over other
means of individualization.

EA: Comnmercial designations are a new phenomenon in
Russian law that basically correspond to trade names, as they
are better known in other countries. It is an unregistered com-
mon law right that has now been introduced for the first time
in Part IV.
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PO: Do commercial designations have the
same level of protection as a trade
mark?
EA: The way the law is phrased right
now it has a very substantial level of pro-
tection.

VO: I am pleased that legal protec-
tion for well-known marks has been
broadened. At the moment well-known
protection is only available to trade
marks previously registered as normal
trade marks. This is not in agreement
with TRIPs because when amendments
were introduced in 2002 we were not
part of the WTO. But once again there
are some mistakes on the use of regis-
tered or well-known trade marks. It is
not clear how trade marks will be
acknowledged as well known because
we don't know who will take the deci-
sion. Will it be a federal institution?
What will the procedure be?

I admit that the inclusion of these
laws in Part IV disrupts the established
legal system because we have a hierarchy
of laws: the constitution, the codes, the
laws and the regulations. But from a
legal point of view we often see the same
idea expressed with different wording.
Sometimes we see "exclusive right,"
sometimes "exclusive rights for use of
appellation of origin". Similar mistakes
are spread round the whole text of the
civil code. As far as I know the Duma
doesn't have time to correct the wording
of the code.

VB: I would like to ask why so much
attention is being focused on Part IV. In
my opinion our lawmakers and the
media made a grave mistake in the begin-
ning when they announced that our IP
laws would be cancelled, because that
was what frightened people in other
countries. In fact the laws were going to
be added to Part IV of the civil code.

From the point of view of the right
owner, nothing will change. Registration
will go on, enforcement will go on and
only the changes will have a real effect.
Many of the amendments that have been
made are very useful and will improve
the situation.

EA: For me it doesn't look good that

amendments have been introduced
before the law comes into force. In my
opinion it's evidence that there was too
much haste and too little discussion
when this law was introduced.

VD: I completely disagree with my
colleague Vladimir Biriulin in relation to
copyright and related right issues when
he says that nothing has changed for the
rights holders. The rights holders have
lost this battle and will suffer great dam-
age as a result of Part IV, at least in copy-
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right issues. In this country audio piracy is 65%, retail piracy
is 80%, software piracy is over 90% and, in this dire situation,
special laws intended for enforcement and protection of exclu-
sive rights been substituted by general provisions in Part IV.

In no country of the world, in no jurisdiction is piracy
fought with civil laws. It is usually criminal and administrative
laws. The legislature has given an overregulated set of rules
intended for the exploitation of exclusive rights rather than
enforcement. So we have lost and we will have a lot of prob-
lems from January 1 next year. I would also like to remind
people that the level of protection has been reduced as com-
pared with existing Russian laws on copyright and related
rights.

PO: Can you give any specific examples?
VD: There are many. The national treatment clause, three-step
test rules, clauses relating to technical protection measures and
the definition of "reproduction of works and phonograms" do
not comply with international treaties such as the WIPO
Performances and Phonograms Treaty, the Copyright Treaty
and Rome and Geneva conventions. Some of the articles limit
the rights of copyright owners more than the copyright law in
force at the moment, for example allowing the creation of par
odies without the consent of the owner of the work.

VB: I still think we should look at the end result. The end
result is split into two parts, the law itself and the enforcement.
So far we have no examples of enforcement and to discuss it

before we have even a single case is too early. We do not know
how the law will work and enforcement provisions are mostly
dealt with in other laws.

OB: I believe that there was no objective need to adopt Part
IV. When we heard that Part IV was being drawn up, CIPR
[the coalition for intellectual property rights] was preparing
amendments to the existing trade mark law. The amendments
were ready but the people who drew up Part IV did not
include them. Looking at means of individualization I would
say that, if not a step back, we are certainly staying in the same
place.

Secondly rights holders were indignant at the lack of con-
sultation. Thirdly, on implementation, I disagree with Mr
Birmlin that we should put IP holders in such a difficult posi-
tion and make them guinea pigs for a year, testing the effects
of this civil code. I believe that legislators and specialists can
predict possible consequences. That's why we are here; to pre-
dict and prevent the possible negative impacts of this code.

EA: There is a saying in Russian that if you are unable to
resist something you must relax and enjoy it. It is, of course, a
joke, but I would like to say that, whether we are all disap-

pointed or happy with Part IV, it is now a fact and we must
look to the future and take concrete steps to make it better for
rights holders The way to do it is to try and introduce amend-
ments before the law comes into force.

VM: We started our discussion from the point of view of
whether it is a step forward or back. I have spoken openly
against Part IV as initially proposed - I believe it was a politi-
cal decision and that it was passed far too quickly. That is the
reality.

The most unpleasant thing is that Part IV has become an
obstacle to amending specific laws on IP. The patent and trade
mark laws have for a long time needed to be amended. The
problems were evident and the ideas worked out by
Rospatent and other specialists. But these amendments were
not included.

The problem is how to correct the mistakes and ambigui-
ties. The most important step is to introduce all the amend-
ments known to specialists but not included in Part IV. We
have here a copy of some of the amendments to be introduced
into Part IV. This is the result of the expert working group
headed by the Duma Deputy Mr Likhachov and Mr
Mikhailichenko, the organizer of the group.

YM: Speaking on behalf of the Expert Council on Part IV,
I think we should look at Part IV not as an end in itself but
as a political process. The strong point of Part IV, the step
forward is that it is a document which has increased the
interest of Russian society in IP and is a signal that the gov-

ernment and president are looking at the problem and trying
to do something. I believe a lot of the flaws in the code are
exaggerated.

A lot of the problems to do with the adoption of the code
are more related to the competence of the law enforcement
parties, the law enforcement bodies, procurators and lawyers
in the regions. This is what makes our life more difficult - we
don't have the same level of experience as in the West, espe-
cially in the US, in the field of intellectual property.

This bill provides an opportunity to consolidate. It has unit-
ed the best specialists and together we have prepared very
urgent amendments in a short time and we believe that we can
continue putting forward amendments to Part IV.

We also believe opinion will unite behind these amend-
ments, and common sense will prevail. As an example of suc-
cessful cooperation in our working group we have managed to
establish the Institute of Patent Lawyers, which we believe is
new, and also a law on the transfer of technologies. We are
working on other specific laws, not devoting all our time to
Part IV

VB: It is a shame that we only have hundreds of examples
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of successful cases and not thousands. This is explained by the
fact that that rights holders are often reluctant to protect their
rights. Often their business interests prevail. I understand that,
but this is not the fault of the Russian legal system.

EA: On the other hand, I would say that rights holders do
not want to be guinea pigs. They want to be sure that the legal
system works adequately to protect their interests, rather than
throwing a lot of time, money and resources at a case and hop-
ing to get the desired result.

VB: You have to eat the pie to know its taste!
EA: Yes, but it's always better that someone else does it,

right?
VD: I am very fond of this saying that "rights holders are

reluctant to enforce their rights in this country". It's a very
clever argument which is widely used by our law enforcement
agencies but not our lawyers. I have examples of the problems
involved in civil and criminal prosecution in Russia. One opti-
cal disk manufacturing plant had been pirating over 80 differ-
ent musical albums. We went to a lot of effort to prove that
they had released 30 different albums and went to court on
behalf of eight companies. It took two and half years. At the
end the judge awarded each claimant RUR500,000 - less than
$170,000. By then the plant was already liquidated, equip-
ment had been leased by a dummy company and we lost two
and half years of time and effort. We invested more than half
a million dollars and received nothing. This is a good example
of how inefficient civil remedies are in fighting piracy.

For criminal prosecution I would like to use the example
of www.allofmp3.com. We began trying to close this site in
the middle of 2003 and our members have suffered huge
financial damage - in the UK this was an incredibly popular
site. But only now the Cheremushkinsky District Court in
Moscow has been considering a case against a previous
managing director and owner of the site and it has already
been deliberating taken a year. It is a good example of how
the system functions. [Since the roundtable was held,

Cheremushkinsky District Court acquitted Denis Kvasov,
managing director of the company that runs
www.allofmp3.com, of the charge of illegally storing and
selling pirated music on August 15. IFPI has said it will
appeal.]

VB: This is not the fault of Part IV, but of enforcement. And
another thing, perhaps you are not active enough in enforcing
your rights?

VD: We agree that we have to live with Part IV. But I would

advise the readers of Managing IP to read this voluminous
document, with all its mistakes.

The proposed amendments are excellent. I would be very

happy if they were accepted by the drafters. But one month
ago when our industry representatives met with the legislative
committee of the state Duma, our first draft on Part IV relat-
ing to copyright issues had 50 amendments. We were told they
were ready to discuss only three or four points. So I am very
doubtful that this document will be discussed in the Duma.
Because if they were to accept so many amendments they
would have to admit that they adopted a very poor document
in the first place.

SH: My company Intel employs a thousand engineers in
Russia who create software on a daily basis. I am very con-
cerned about the effects of this new code. On enforcement I
also hear this argument from legislators and enforcement
agencies that rights holders are not very active in asserting
their rights in Russia. I don't accept this at all - it isn't true.
When needed we will go in and enforce depending on the scale
of the infringement. We will develop enforcement practice if
necessary.

But I do agree that Part IV is a fact. We need to live with it
and try to implement changes as soon as possible, preferably
before January 1.

Coming back to enforcement, we haven't mentioned that it
took Russia about 15 years to get to the level of enforcement
we have now, with good and bad examples. It took enforce-
ment agencies 15 years to understand the six special laws that
we have and they will need another five years to digest this
400 page document.

P0: How effectively can Part IV be- enf orced?
VM: I was working for Rospatent in the 1990s when WTO
accession was mentioned and we started studying the com-
pliance of Russian legislation to TRIPs. I remember that
after a few years of studying the laws, it was concluded that
the difference wasn't that great, apart from the issue of well-
known trade marks. The international community agreed
that our laws are fine but enforcement was lagging behind
international standards. I agree with this but I don't agree
that the whole problem is connected with Part IV of the
Civil Code.

Today the Chamber for Patent Disputes considers patent
and trade mark disputes. You need to have special scientific
and technical knowledge to consider these cases but the judges
do not have this. Only in Moscow are the judges learning this
gradually. In the regions it is worse.

For example you only have to look at our law for utility
model patents. In our country a utility patent is given without
examination of patentability, as in some other countries. But
we have the option in our criminal law to pursue violations of
a utility model patent. This law has been applied very badly,
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'nd the judges understand that, so they take decisions with
thcir eyes closed, as it were.

Our Customs Code is of international standard hut enforce-
ment is poor, very far from ideal. It is not the law that is bad,
just the enforceinent. This is due to incompetence ad fraud.
So I would say enforcing Part IV will not be harder than
before. In many parts Part IV won't change anything and
eniorcement will be as bad as it used to be.

EA: Picking up on this issue of utility model patents, both
iniiity and normal patents allow the same lecl of criminal
enforcement, although the levIe of examination is totally dif-
f£ereet. For invenrion patents examination corresponds to
international standards, but for utility patents it is a declara-
tory systeln.

VM: So a person could be found liable in a criminal court
and imprisoned for producing something that is actually well-
kn'owi but covered by a uiility model patent. This is a serious

irs. oui - patent law.

PO: Is that flaw still in Part IV?
VM: Yes, but one of the proposed aiendments is aimed at set-
ding this issue arsd bringing our law in line with practice in
oiher countries. According to this amendment, before a claim
f-or ifringeinent of a utility model is filed, the patent owner is
obliged to get supporting docuinents from the patent authori-
(ics to support the inventiveness of their patent.

VB: No one has been imprisoned yet because of this flaw.

r I
S -

EA: But people have been convicted in court [in the case of
Of>icescapeJ. The defendant was a British citizen. He was con

victcd nd it is now under appeal.
SIA: When discussing enforcement of Part IV we need to

se parate implementation of miandatory requireunents, such as
'cose applicable to licensing agreements, from enforcement.
NY hase talked a lot about enforcement but implementation of
he: requirements might also be problematic. The require-

ietr to register trade mark licences is the same as we have
now, bt swe have been complaining loudly about this provi-
sioi fit a long rie. It is too foruialistic, it doesn't add any

vahoc and does nor promote investment and trade mark licens-
ing in this country.

Another problem is the ioint liability of trade mark licen-
sors and licensees. For example if Microsoft licensed its trade
:uark to a laptop manufacturer and the screen broke, Part IV
is saing Microsoft would be jointly tiable along x. ith the man
ufattier. this shows that Part IV was developed without
input from tde industry, by theorists vino don't understaned
boiiss. Ihere are other very formalistic requirerients which
iiight be difficult to iripleicent.

MF: I believe the amendments proposed here see are valu-
able and very important but I don't think they will be imple-
mented soon. January I 2008 will come and Part IV will come
into force before these amendments are passed.

OB: Maybe we should ask for postponement of the imple-
mentation of the law until the amendments are accepted?

MF: I agree that we shouldn't repair a plane while it is fly
ing! It is good that amendments are being proposed, but it is
unfortunate that they are dealing with only part of the patent
law and meais of individualization. Chapter 69 [general pro-
visions] hasn't been amended. This is the basis of the law and
this also contains many mistakes. If you don't amend the fun-
damental regulations it is difficult to make the structure stable.
I am very concerned about the doctrine of "intellectual rights"
used in Chapter 69. The standard international term is "intel-
lectual property rights", as used in TRIPs. But here we have a
different term: "intellectual rights". Ilow do "intellectual
property rights" and "intellectual rights" tally? Our UNESCO
chair is preparing comments on Part IV of the civil code ti ying
to explain that "intellectual rights" and "intellectual property
rights" are the same thing. We need to break this vicious circle
so judges can apply both the norms of international treaties

and Part IV.
Part IV is also contrary to the Rome Convention. Article 12

of this says remunerations should be distributed between the
producer and performer at an agreed rate and that if there is
no agreement then the law of the country may establish a dif-

terent remuneration. Part IV says this remuneration should be
distributed between performers and producers equall, regard
less of agreement betwxeen the two parties. So the Rome
Convention arid Part IV are contradictory.

This would lie OK but Part IV also says that collection and
distribution of these remunerations should be organized by the
govcrnment. Today the Ministry of Culture and Mass
Communications has to w. ork out a special decree on this, but
people wvorking at the Ministry have told ie that they don't
know what to do. A governssent decree cannot end the prob-
lem of a contradiction between Part IV ard the Rome
Convention, only the legislature can settle this issue.

The tMinistry of Culture and Mass Communications needs
to create a standard charter for collecting societies as orn-
coirnercial bodies, but it has to deal with the problem that
Part IV contradicts the law on non-commercial organizations.
As a result, the Ministry is unable to produce this standard
charter and from January 1 2008 existing collecting societies
will lose their right to collect money for people who are not
members of t he organization. So the systeii of licences will be
erminated. Fro January I collecting societies will need gov
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ernmental accreditation, but it will be impossible to accredit
them as they cannot redo their charters because the Ministry
of Culture and Mass Communication cannot create a standard
charter. So collecting societies are under threat for no good
reason.

VB: I would argue that collecting societies are not good at
the moment. They collect money but they do not distribute
among non-members.

VD: I would agree when talking about rogue music collect-
ing societies. But I would not agree when talking about RAO
[Russian Authors Society] or the Russian Phonographic
Association. They collect and distribute money to the rights
holders.

SH: I think accreditation of collecting societies is a very
good idea.

VD: The only good thing for copyright industries in the
whole of Part IV is that the internet is not accepted as a sphere
of collective rights management. But nevertheless rogue col-
lecting societies are saying to us in court that after January 1
they will issue extended licences covering the internet. That
means we have to be ready to enforce our rights against them
as well after January 1 2008.

PO: How well does Part IV comply with international treaties?
EA: The working group was dedicated to highlighting the issue
of what needed to he amended to make Part IV comply with
TRIPs. We have compiled a document that separates all pro-

posals into two tiers [see box]. Tier one contains those which
we believe would put Part IV in compliance with TRIPs and
need to be done immediately. Tier two contains amendments
that will move the legislation forward but bear no direct rela-
tionship with international treaties.

One of the things highlighted here is the imbalance in Part
IV between appellations of origin and trade marks. The
changes that we are putting forward are aimed at putting the
two on an equal footing, in line with the WTO panel decision.
The amendments state that, during the examination of an
appellation of origin, prior rights, including trade marks,
would be looked at, and if the trade mark was registered
before the appellation of origin then it would be refused regis-
tration.

These amendments also contain provisions relating to well-
known trade marks. In current legislation the owner of a well-
known trade mark is able to object and ban the use of an iden-
tical designation for dissimilar goods, as well as similar goods,
on certain conditions. But the wording of the law in Part IV
deals only with use requirements, not with registration. So an
owner can object to use but not registration.

For example Lukoil or Coca Cola can ban use of their
trade marks for, say, making furniture, but can't object at
examination stage. So we have introduced an amendment to
solve this problem so that registrations confusingly similar to
well-known trade marks can be refused. These are just two
examples, but there are many more important ones, including
those relating to licensing requirements. This is not directly
related to TRIPs, but to the Singapore Treaty, which Russia
has signed.

VB: One of the great achievements of Part IV, and this is
in the code itself not the amendments, is related to trade
mark use. At the moment it is not possible in all cases to
prove correct use of a trade mark. Part IV introduces a pro-
vision from TRIPs that says it is sufficient to prove that the
trade mark is used under the control of the trade mark
owner and not by the owner themselves or their licensee.
This is significant as at the moment trade mark squatters
are using the law to prove non-use when trade marks are
actually being used.

PO: What are the chances of these amendments getting
through the Duma?
YM: I do not support the pessimistic attitude heard earlier
about the chances of these amendments being adopted. In our
government we have good lawyers with a progressive attitude
towards Part IV. The chairman of our expert council [Duma
Deputy Aleksei Likhachev], who introduced some previous

amendments, is a member of the group involved in talks on
WTO accession. That is why, together with our colleagues
from the Ministry of Trade and Economic Development, we
are working on making our legislation consistent with inter-
national treaties. We are very optimistic that these amend-
ments will be introduced and adopted.

PO: Do you think the amendments could be pushed through
before the December elections?
YM: For the first part of the amendments relating to TRIPs
compliance, I believe it will be possible.*

*Since the roundtable was held, President Vladimir Putin dis-
solved his government on September 12 and nominated Viktor
Zubkov as the new prime ministe At the time of going to press
the other ministers in the government had not been appointed.
Olga Barannikova told Managing IP that it was therefore unclear
when progress would be made on passing the amendments.

The full, unedited transcript of the roundtable is available at
unvw.managingip.com.
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