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Introduction and Background

The Martindale-Hubbell Counsel to Counsel programme

brings together corporate counsel and international law

firms from across the globe. Now in its sixth year, the

programme is active in Latin America and China, as well

as Europe, North America, Asia Pacific and Australasia,

recognising the need of lawyers in both established and

emerging economies to benefit from best practice

across an increasingly globalised legal profession.

With a wide breadth of topical subjects, from controlling

corporate crises to defending intellectual property, the

programme gives in-house lawyers an open forum to

share best practices, debate thorny issues and build

better working relationships with each other in sessions

facilitated by Martindale-Hubbell. 

The Counsel to Counsel programme includes a bi-

monthly magazine, distributed in the US with Corporate

Legal Times and is available free to in-house counsel

worldwide.

The Second Summary of
Findings for 2005

At the many sessions we hold around the world, in-

house delegates tell us again and again the value that

comes from being able to join a group that is prepared

to openly discuss departmental management, their

changing role and the operational and strategic

challenges they face.

With more Counsel to Counsel sessions now being held

in new locations worldwide, it is becoming easier for in-

house counsel to find a session in a convenient location

they can attend. However, recognising that it may not

always be possible to attend in person, twice a year we

produce this Counsel to Counsel Summary of Findings

which captures the key discussion points and takeaways

from sessions held.
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Damage control: Corporate counsel’s role in

reducing and containing corporate crises

In April 2005, a risk survey of 150 major organisations

carried out by the Economist intelligence business unit

revealed that reputation and regulation are the greatest

areas of concern for international businesses. 

Martindale-Hubbell’s own research has shown that

managing corporate compliance and reputational risk is

ranked as a “top three” concern for corporate counsel in

Europe, North America and Asia. The Tokyo Counsel to

Counsel session on “reducing and containing corporate

crisis” was therefore extremely timely. The session was

facilitated by Derek Benton, Director, International

Operations, Martindale-Hubbell.

A clear idea of what constitutes reputational risk

For many general counsel, “conventional” challenges to

their company’s reputation, such as misbehaving

employees and defective products, are a routine part of

their department’s workload. But what role should

counsel play where reputational issues are not legally

clear-cut? In this session, one counsel recalled how they

had opposed their company’s proposed involvement in

a “video on demand” service, which included a

percentage of – lawful – adult entertainment. A private

practice participant said a client had approached them

for advice after the client had discovered that one of

their products may have been “contaminated” by

inappropriate raw material. Here, it was uncertain

whether the raw material was, from a legal standpoint,

defective. However, from a reputational perspective, the

contamination could have resulted in a PR disaster. 

When faced with a possible threat to their employer’s

reputation, counsel must therefore understand by which

reputational standards the company is likely to be

judged, and be able to advise accordingly. In many

circumstances, they will simply be asked: “Have we

broken the law?”. In other situations, counsel may be

forced to consider the possible impact of the company’s

reputation from a less legalistic perspective. For

example, they may have to consider how the incident

would be reported in the press, or the reaction of

institutional investors or consumers.

Structuring deals to minimise risk

Invariably, counsel cannot plan for every conceivable

scenario that may harm their company’s reputation.

However, this does not mean that they should be

reduced to passive bystanders. For example, in the

“video on demand” situation, the counsel was not able

to dissuade their employer from agreeing to the deal.

However, they were able to revise the deal in such a way

that the percentage of adult content was substantially

reduced. In another situation, a proposal, which the

counsel feared could leave the company exposed to a

substantial product liability risk, was restructured.

Instead of entering into a joint venture agreement with an

overseas investor, the counsel’s company eventually

opted for a minority stake investment. 

The legal department as a reputational early

warning system

In any large company, there is always the danger that a

local subsidiary or branch office could damage the

reputation of the parent organisation. Counsel therefore

need to ensure that their legal department is structured

in such a way that it provides an “early warning system”

to minimise reputational damage. Two views came out of

the session. One counsel said they preferred to structure

their legal department as a purely “head office” function,

responsible for monitoring as well as supporting the

company’s business units. This arrangement allowed the

legal department to offer “big picture” advice when

considering the reputational risks associated with

specific activities. If necessary, the department can act

as a “brake” to prevent unwise proposals from being

approved. By contrast, another counsel said they

preferred to be embedded inside their local individual

business unit, because this allowed them to deal with

compliance matters at a divisional level. 

Internal quality control

Rigorous quality control, compliance and training

programmes can play an invaluable role in ensuring that

employees do not damage a company’s reputation by

behaving illegally. Not only should such systems prevent

many crises from occurring at all, they can also help limit

the company’s reputational exposure if problems do

occur. However, in order to be credible, it is vital that

these policies are seen to be enforced, even for senior-

level employees. One counsel recalled how they had

discovered that a surprisingly large number of their

employees had been punished for breaking internal

4



LexisNexis® Martindale-Hubbell® Counsel to Counsel Forums 2005
Key findings: Tokyo, London, Shanghai 5

compliance rules, by having their salaries cut in half for

six months. “In some cases, a breach may not be

sufficiently serious to warrant termination,” they said.

“However, you have to realise that some employees,

who may be very successful within their business units,

won’t cooperate with rules unless they’re forced to.”

Managing multi-jurisdictional reputational risk

In an era where products are sold worldwide but remain

subject to differing national standards, general counsel

must be alert to the global implications of any “local”

problems relating to their company’s products or

services. One counsel recalled how, on closer

inspection, a problem that had previously been

dismissed as unique to a particular jurisdiction, was in

fact of international concern. To avoid this conspiracy of

silence (which could have had disastrous implications in

any subsequent product liability dispute) several counsel

suggested creating global reporting structures to

monitor such problems. Using this system, general

counsel can ensure that potential problems are

identified, evaluated and rectified on an international

basis. 

Strict and universal quality standards may also help

prevent damage to a company’s reputation where

companies operate internationally. In some territories,

legal standards are lower than those that exist in the

company’s main market. If the company permits lower

standards to apply in some states than in others, this

may damage a company’s reputation, even though no

laws have actually been broken.

The role of outside counsel

External lawyers can play an invaluable role in

minimising reputational risk, both in terms of risk

avoidance and in alleviating a developing problem. For

example, one counsel suggested employing law firms to

perform the legal equivalent of a “fire drill” on existing

procedures, to ensure they could operate effectively in a

crisis. The counsel also suggested appointing an

external law firm if they suspected a major crisis might

be about to break. Not only are outside counsel useful in

carrying out an internal investigation, they can also help

reassure stakeholders that potential problems are being

taken seriously. In some problem situations, it may even 

be preferable to engage an external law firm that, while

familiar with the company’s business sector, does not

normally act for the company. This can further re-

enhance the perception that the company is taking a

potential crisis seriously.

However, appointing external lawyers to advise on

reputational risk may have potential pitfalls for internal

counsel. Obviously, they represent an additional cost

burden - particularly if the firm requires a detailed

briefing before they can offer useful advice. In addition,

seeking external advice may be a double-edged sword.

One counsel remembered how they asked an outside a

law firm to perform a risk assessment of a proposed new

venture, only for the firm to disagree with the counsel’s

own analysis of the possible dangers of that venture.

Takeaways

• Understand the standards by which your company 

wishes its reputation to be judged, and 

advise accordingly.

• Does the structure of your legal department allow it 

to provide an “early warning system” for possible 

risks to your company’s reputation?

• If your company insists that a high-risk deal must be

concluded, can the deal be restructured to minimise

risk exposure? 

• Does your company have compliance systems in 

place to avoid reputational damage – and are they 

rigorously enforced?

• Reputational damage can occur anywhere in the 

world. Ensure you know where problems may occur,

and deal with them before they escalate. 

• Consider employing outside counsel to carry an 

audit of your risk assessment processes, but be 

willing to accept their advice.



London C2C Forum, October
2005

Best practice in approaching transatlantic

competition regulations

The first of the two London sessions discussed how

companies can best ensure they comply with

transatlantic competition regulations. For many of the

delegates, this was clearly a frustrating issue. Several

felt that the sheer scale of the task was daunting – not

least because of the huge number of new contracts their

employer engaged in each year. Others expressed

exasperation at what they perceived to be the

inconsistent approaches taken by national competition

authorities. 

Knowing your market

It was suggested that general counsel should have a

good grasp of their company’s market share in each of

its key business units. One counsel mentioned how their

company’s economics department had compiled what

they described as a “perfect” overview of its position in

each of its markets. This information was updated

weekly, and was available at the touch of a button.

Counsel could then use this intelligence in their regular

meetings with the European Commission, to

demonstrate their continued compliance with

competition law.

This approach has two main advantages: firstly, it helps

general counsel assess their company’s risk exposure in

relation to a potential claim for “dominant market

abuse”. This can be a particularly important

consideration for counsel if their company is expanding,

or entering new markets. Secondly, having key market

data available may help smooth the process of obtaining

competition law clearance in relation to a new merger or

strategic alliance. When a company makes a strategic

decision to merge, general counsel are often placed

under severe pressure to get the deal done. Having

ready access to market share information gives counsel

one less issue to worry about.

Making use of external counsel

Counsel should also be aware that competition law risks

are constantly shifting, and a simple understanding of

“black letter” law is insufficient. Here, external lawyers

are particularly useful for providing an “early warning”

service to flag up possible changes in policy or focus by

competition regulators.  “You have to understand what

the authorities are currently thinking, what the new

policies are,” said one law firm representative. “All

European antitrust law has effectively been torn up and

rewritten over the last few years. Many of the old

precedents in past cases are now unreliable.”

6
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Encouraging a culture of compliance

In a large organisation, it is often impossible for general

counsel to personally ensure that each contract agreed

by their employer is competition law compliant. While

insisting on standard form contracts and “sign off

procedures” may help prevent more employees

engaging in anti-competitive practices, this can also

have a negative impact on the reputation of the legal

function. 

It is therefore vital to explain to staff why certain

practices are not acceptable. This can only be achieved

by appropriate competition law training. For junior staff,

this may simply involve producing a short fact sheet or

running a basic training simulation. In many industry

sectors, particularly those with a high staff turnover,

there is no point offering comprehensive competition law

training for all staff, if a high percentage leave the

company each year. 

In other instances, a compliance programme could

involve "spot-checks" of key individuals. While counsel

at the meeting recognised that employees may resent

this intrusion, such an approach also has its benefits.

Not only do "spot-checks" help identify potential law

breakers, they also serve as important reminder to staff

that their dealings may be subject to hostile scrutiny. It

was suggested that targeting high-risk employees may

be particularly important in certain business sectors.

Several counsel commented on how their staff had an

inexplicable urge to share market sensitive data with

rival companies. If unchecked, this behaviour could

leave the company open to the charge that it is engaging

in a cartel-like behaviour. 

Several counsel suggested that, whilst expensive and

time-consuming, there was no substitute for face to face

compliance training. Meeting with employees directly

allows them to raise areas of concern that counsel may

not have been aware of. However, it was also important

that the legal function should not come across as being

unduly negative. “If you only tell people what they can’t

do, they won’t listen to you. At least 50 per cent of your

training should consist of telling people what they can

do,” said one counsel. The use of web-based

programmes was also endorsed. Not only did such

programs help reinforce existing compliance training,

they could also alert counsel to issues where additional

training was required. 

7
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Another counsel mentioned how they had instructed a

law firm, at a substantial cost, to stage a mock dawn

raid, in order to test their employees’ reaction. Although

the office manager was warned that the raid was about

to take place, other employees were not told for several

hours. The results were instructive: the counsel was able

to assess just how much sensitive information

employees were willing to disclose, and what effect this

could have on the company in a real-life raid. Counsel

was also able to assess the robustness of individual

policies, such as those relating to document retention.

Would employees panic, and reach for the shredder?

Not surprisingly, this hard-line approach resulted in an

increasing interest in competition law compliance.

Of course, many counsel may not have the budget to

stage such a dramatic compliance initiative. However,

other counsel suggested low-cost training packages.

This could include supplying employees with copies of

law firm competition law newsletters, or best practice

guidelines produced by national competition authorities.

Whatever materials were used, the consensus around

the table was that compliance training should be

practical, and also tailored to the concerns of the

individual business unit.  “If you cannot give relevant

examples to people, they tend to find the training too

theoretical,” said one counsel. Finally, the threat of a

criminal conviction for anti-competitive behaviour is

particularly useful in ensuring that employees pay

attention.

International transactions

In any international transaction, there is always the

danger that national competition authorities may come

to different decisions on the same point of law. But it is

also worth remembering that many anti-trust

organisations now share information on a regular basis

via bodies such as the International Competition

Network. 

One speaker suggested, in an international merger, in-

house should consider using this to their advantage. The

speaker suggested that counsel should consider filing

first for approval in a country that is most likely to grant

permission, even if it is not most important jurisdiction

for their company. A positive result in one country may

have a knock-on effect in others - even in those

countries that may otherwise have been hostile to your

proposal. “It may seem counter-intuitive to suggest that

8
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you may get a faster result if your delay your filing in

some countries,” said one law firm representative. “In

many ways, this process is like a game of chess. You

have to ensure that all your pieces are in a certain place

at a certain time.” 

Takeaways

• Become familiar with your company’s market share –

this is essential information in any competition law

compliance scheme.

• Competition law is as much about politics as the law.

Ensure you keep abreast of both elements.

• To be effective, compliance training must be both

relevant and continuous. You must also consider

whether employees can be relied on to follow their

training in real-life situations. Consider putting your

compliance programme to the test in a mock 

dawn raid.

9
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Best practices in identifying,
valuing and defending your
intellectual property

The second of the London Counsel to Counsel sessions

examined how companies could make best use of their

IP assets, and ensure their IP rights were properly

protected. 

Identifying essential IP assets

Counsel agreed that an IP audit was essential, in order

to asses the value of a company’s IP portfolio. This was

particularly important for companies which had gone

through a number of acquisitions or disposals, and may

now have no idea about the extent of their current IP

portfolio. In some circumstances, it may be useful to go

beyond examining IP rights that are immediately

obvious, such as the number of patents a company

holds worldwide. One general counsel, who did not work

in an IP-intensive sector, was surprised to discover that

his employer had a portfolio of 5,000 registered internet

domain names. 

While carrying out an IP audit was generally regarded as

“a good thing to do,” there was a greater degree of

scepticism about the importance of giving a monetary

value to a particular IP asset. One counsel suggested

that there were occasions where this was necessary, for

example, where a patent portfolio was to be used as

security for a financing transaction. However, the same

counsel then dismissed existing methods of assessing

value as unsatisfactory, and not worth the money. By

contrast, assessing whether an IP asset was

“important”, “less important” or “unimportant” was an

interesting suggestion. 

Of course, the value of any particular IP asset can

change over time, so it may be useful to periodically

review previous assessments. However, one counsel

stressed it was important not to devote a

disproportionate amount of time to this activity. “You can

spend your entire life putting together spreadsheets and

charts, and six months later you have to do them all

again,” they said. 

If an IP audit is carried out, there is always the danger

that the company’s management may decide that all of

their IP assets are “important”. Having spent time and

money developing a product and filing for patent

protection, the company may be reluctant to let a

particular asset go. It is only when counsel can

overcome this initial mindset that they can truly add

value. For example, they can arrange for the licensing of

an under-utilised or non-core IP assets a third party. 

One counsel suggested that creating a centralised

record of their company’s patent portfolio also helped

rationalise their business activities. By permitting

authorised users to see the status of every patent

application, the company can avoid the situation where

different divisions are wasting money by duplicating new

product research. The global database also improves

the quality of patent submissions, because counsel can

draw on the company’s worldwide knowledge base. 

Protecting your IP rights

The extent to which a company can protect its IP rights

will inevitably vary according to the industry sector it

belongs to.  Closing down a factory producing

counterfeit CDs is one thing, preventing the

unauthorised distribution of film or music via the internet

is quite another. One counsel recalled how they had

encountered particular problems when dealing with

internet service providers (ISPs), whose clients were

using their service to distribute pirated material. While

ISPs were normally only too happy to assist with

identifying the offender, they were sometimes prevented
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from doing so because of privacy laws. The counsel

spoke favourably of one major online trader, whose

terms and conditions explicitly allowed them to disclose

the identity of possible IP infringers. 

Another counsel encouraged participants to take

advantage of new laws where counterfeiters were

producing goods that were marginally different to those

protected by traditional IP rights. In particular, they

suggested making use of the European Design Rights

Directive, which outlaws production of goods that have

the same “look and feel” as IP-protected items. The

advantage of using this legislation was that it prohibits

both the importation and storage of illegitimate items.

The ability to seize illegal goods before they are

distributed is a powerful new weapon in counsel’s IP

armoury. Another counsel suggested making use of

“marker” technology to protect intangible IP rights, such

as music or film content. These markers can be used to

identify where in the supply chain an IP breach is

occurring – essential if future breaches are to be

prevented. 

Enlisting governmental support

From a practical point of view, using government

agencies may be a cost-effect way in which to protect

your IP assets. However, some counsel were unsure

whether this approach was always feasible.  One law

firm adviser suggested that IP protection would always

be a low priority for under-resourced public officials,

unless there was a degree of glamour associated with

pursuing the infringers. “The difficulty is getting them

interested when you act for a widget manufacture,” they

said. There was also the fear that engaging public

authorities – especially the police – meant that counsel

lost control of the IP protection process. 

Several general counsel at the forum appear to despair

at the possibility of ever persuading consumers to

respect their company’s IP rights. Nor was this despair

only targeted at teenage music down-loaders – middle

class consumers who bought rip-off luxury goods were

also in the firing line. More positively, several counsel

encouraged those present to engage with public policy

lawyers in shaping new legislation. “With any IP law, if

you do not have the legal tools protect you’re pretty

much sunk,” said one counsel. “I think that legislators

are a little dumbfounded by the speed of change,” 

added one private practice lawyer. “It’s a real challenge

for them to actually understand how to start regulating.” 

Takeaways

• Audit your IP assets to ensure you are obtaining 

best value from them. In some circumstances, it may

be more profitable to licence non-core IP assets 

to third parties.

• Make full use of new laws and new technologies to 

protect your existing IP rights. 

• Enlist the support of government agencies 

to ensure emerging IP threats are overcome by 

new laws.



Shanghai C2C Forum,
November 2005

Best practices in corporate counselling in China and

the Asia Pacific

For the first ever Counsel to Counsel sessions held in

China, representatives from domestic and foreign

companies met in Shanghai to share best practice for

successful corporate counselling. The first of two

sessions was moderated by Leigh Dance, President,

ELD Project Marketing International Inc., and the second

session on IP was moderated by Derek Benton from

LexisNexis Martindale-Hubbell.

For several participants, even those based in the region,

it was clear that doing business in China remained a

challenging proposition. One counsel recalled difficulties

obtaining a “clean” land title in relation to a commercial

property deal – a problem that would simply not occur in

many Western countries. Another recalled that several

key concepts of Western business law, including that of

directors’ fiduciary duties, did not exist in China. As a

result, several counsel said they often found themselves

battling to educate corporate managers (who were

typically not based in the region) about the legal realities

of doing business in Asia Pacific. 

Others were more positive about working in the region.

Delegates were reminded that the whole purpose of

employing local counsel was to reconcile head office

objectives with local law conditions. Another counsel

reminded the forum that, although they worked in China,

their employer was bound by New York Stock Exchange

obligations. As a result, it was wrong to assume that the

label “made in China” invariably denoted a lower quality

of lawyer.  

Identifying counsel

Several counsel had discovered that law firms were

comparatively undeveloped in many regions of China

and Asia Pacific compared with those in the West. In one

instance, a senior counsel said that they had found

themselves instructing very small law firms, typically

comprising between two to five lawyers, even though

these firms were based in a Chinese city of four million

people. To overcome these problems, several counsel

suggested that “layering” of outside counsel was an

acceptable practice. Here, leading domestic or

international firms are employed to “project manage”

other, smaller firms, rather than simply advise counsel in

their own right. While several general counsel had

encountered resistance from business managers to this

process – largely on the grounds of cost - they had often

been successful in persuading their employers that this

approach was necessary. However, speakers then went

on to state that the firm selected to project manage other

local practices should not be expected to charge their

standard rates for providing this service. 

Forums 2005
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When discussing the quality of legal advisers, at least

one representative expressed disappointment about the

attitude of the international firms towards the region. In

particular, they suggested that some firms appeared to

treat the region as a training ground for junior lawyers,

which resulted in a high staff turnover. In the future,

general counsel suggested that corporate clients may

begin taking a greater interest in how international firms

treat their junior employees, and instruct accordingly.

More positively, several counsel suggested that private

practice firms in the region appeared fairly open to

innovative fee structures. In particular, fixed fee work

appeared to be fairly commonplace. 

The use of intermediaries 

Several counsel recalled that they had made use of

intermediaries when doing deals in China. For those

round the table, the experience had proved a mixed

blessing. In some cases, the intermediaries had

provided useful local knowledge and important access

to local officials. But several counsel also reported

incidents of apparent corruption. In one incident, an

intermediary demanded a fee for dealing with a property

matter, only for the counsel to discover they were

already employed by the local land bureau. 

To ensure good practice, one general counsel informed

the meeting that they required their local counsel to

review any proposal to appoint an intermediary, before

that appointment could be authorised. Invariably, this

caused frustration among some company employees, 

who regard this as unnecessary process. However,

because the counsel was responsible for ensuring that

their employer did not breach the US Foreign Corrupt

Practices Act, this approval process was regarded as

mandatory.

Corporate governance and good practice

Because many countries in the Asia pacific region are

still classed as developing nations, counsel may be

forgiven for thinking that corporate governance issues

are not a major concern in the region. In fact, several

participants reported that there was a great deal of local

interest in this subject. This was, in part, due to the fact

that Western directors were beginning to take seats on

Chinese boards, while Chinese companies were

increasingly listing on Western stock exchanges. 

At the meeting, counsel suggested a variety of methods

to encourage good corporate practice, although none

could be described as having a uniquely Asia Pacific

flavour. Several counsel reported that their companies

now allowed for corporate whistle blowing, typically via

a Chinese-language email hotlines. Others suggested

that compliance policies should be distributed to

suppliers, customers and agents in addition to the

company’s employee. Another suggested making use of

online questionnaires, where employees could test their

understanding of corporate governance rules.
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Yet, despite these advances, several general counsel

warned that well-established Western legal principles

were not universally accepted throughout the region.

This could, in turn, cause practical problems when

attempting to promote good governance. For example,

several counsel though it helpful that, as minority

shareholders in Chinese joint ventures, they should have

board-level representation proportionate to their stake in

the venture. This, they argued, would help ensure their

company’s interests and values were represented.

However, one counsel then commented that the practice

of allowing “alternative directors” to attend board

meetings was not commonplace in China – a practical

concern when their designated board member could not

attend a particular meeting. Another recounted that

there appeared to be little understanding of the

difference between the roles of company directors and

shareholders in Chinese corporate culture. “In my

experience, a board meeting is thought to be a

committee that represents shareholders,” he said. “As a

result, you don’t also have a shareholders meeting.”

Takeaways

• In a large and developing market, counsel cannot be

expected to have established relationships with 

quality legal practices in every locality. It is therefore

often acceptable to delegate the project 

management of legal work to leading regional firms.

• Intermediates can play an essential role in getting 

deals done. But corporate counsel should play a key

role in ensuring that their company does not 

inadvertently become engaged in corrupt practices.

• The globalisation of business practices means that 

corporate governance is an increasingly important 

issue for companies operating throughout the Asia-

pacific region. However do not assume that all 

western legal concepts, that often form an essential

component of Western corporate governance 

regimes, exist in China.


