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The law relating to import of goods in India is governed, interalia, by
Foreign Trade Regulation Act, Customs Act, Import Policy and Tariff Act. The
law does not prohibit import of any goods applied with particular trade mark.
Though the tariff chargeable for any particular goods may be higher for the
goods bearing some prestigious trade mark yet all imports under any trade
mark are subject matter of regulation by law to protect rights of trade mark
owners or to protect public from false trade marks or from false trade
descriptions by virtue of a notification under Customs Actand Section 118 of
Trade and Merchandise Marks Act, 1958 (hereinafter referredtoas TMMA).

[. IMpORT OF TRADE MARKED GOODS

The Central Government is empowered' to prohibit, by notification in the
official gazette, the import or export of any goods for the protection of the
patents, trade marks and copyrights. The Central Government has prohibited
by notification? issued under Section I 1 of Customs Act inter alia the import
into India of the following goods:

i

ii.

iil. ...goods having applied thereto a false trade mark within the meaning
of Section 77 of the TMMA;

iv. goods having applied thereto a false trade description within the
meaning of clause (f) of sub-section (1) of Section 2 of the TMMA, otherwise
than in relation to any of the matters specified in sub-clauses (ii) and (iii) of
clause(u) of that sub-section;

v. goodsmade or produced beyond the limits of Indiaand having applied
thereto any name or trade mark being, or purporting to be, the name or the trade
mark of any person who is a manufacturer, dealer or trader in India unless—

(a)thenameortrade mark is, asto every application thereof, accompanied
by a definite indication of the goods having been made or produced ina place
beyond the limits of India, and
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(b) the country in which that place is situated isinthatindication, indicated
in letters as large and conspicuous as any letter in the name or trade mark, and
in the English language;

vii. goods which are required by a notification under Section 117 of the
TMMA to have applied to them an indication of the country or place in which
they were made or produced or the name and address of the manufacturer or
the person for whom the goods were manufactured, unless such goods show
such indication applied in the manner specified in the notification;

viii. ...

The notification does not prohibit import of any goods into India for the
reason that they are applied with a trade mark but the trade mark on goods
imported should not be false.? The law also prohibits importation of goods

bearing a false trade description as required by the notification under Section
117 of the TMMA.

I1. ImporT oF Goobs APPLIED WITH A NAME OR TRADE MARK SIMILAR TO
ONE ALREADY OPERATING IN INDIA

Presently, even the goods applied with Foreign Registered Trade Marks
which are similar or identical to the trade marks of any person in India,
irrespective of the fact that the Indian person has any affiliation, business
connection or parent- subsidiary relationship with the foreign supplier, are
allowed to be imported subject to two conditions. In other words, clause V of
the above referred notification specifically allows the parallel importation* of
the same or identical Foreign Registered Trade Mark into India.

The conditions on ‘parallel importation” of goods applied with a Foreign
Registered Trade Mark are, that such goods should have an indication of the
country, where the Foreign Registered Trade Mark enjoys protection, in letters
as large and conspicuous as any letters in the trade mark and in the English
language.

Ifthese two conditions are not fulfilled, such a Foreign Registered Trade
Mark having an identical or similar Indian counterpart, may amount to
falsification of the Indian trade mark.’ The notification issued under the
Customs Act, 1962 allows importation of goods applied with identical or
similar trade marks but can not mitigate the rights of identical trade mark right
holder in India.

There is a need to protect the trade mark rights holder in India whether it
bea FTM or domestic trade mark. The trend in the United States and the United
Kingdom isnotto allow parallel imports, of the identical or similar trade mark,
even when parties derive the title to the trade mark from same source without
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the permission of the right holder in the country of import.
II1. ImporT OF Goops BEARING FALSE TRADE MaARrKS

The goods bearing false trade marks cannot be imported into India.® The
trade marks of foreign origin which enjoy protection in India are essentially
Indian trade marks, butare popularly known as FTMs. The goods applied with
FTMs, and covered within Section 77 of the TMMA, cannot therefore be
parallely imported into India. Ifa FTM s falsified abroad, such goods will not
be released by the customs into the territory of India. Necessarily false trade
mark would be considered with reference to the marks in India under Section
77 and not the marks registered elsewhere.

Intervention By Custom Officers

Section 118 of the TMMA, facilitates the stoppage of entry of goods
bearing false trade marks into India. Any person can make a representation to
the Chief Customs Officer that the trade marked goods being imported into
India are applied with a false trade mark.” The goods bearing a false trade mark
or false trade description are prohibited to be imported into India, and are liable
to be confiscated.®

The Chief Customs Officer upon such representation, if he has reason to
believe that the trade mark may be false, may require the importer or his agent
to produce any documentsin his possession relating to the goods and to furnish
information as to the names and addresses of the consigner and consignee of
the goods.’ If the importer fails in furnishing the documents and information,
he is punishable with fine.'

The Chief Customs Officer is permitted to part with the above information
in favour of the registered proprietor or registered user'' implying thereby that
the proprietors of unregistered trade mark may not be entitled to receive the
information. Narayanan opines that the Customs Officer is not prohibited from
communicating the information to the proprietor of an unregistered trade
mark.'? The proprietors of Indian trade marks including the FTMs are
facilitated to take action against the overseas counterfeiters.

The proprietor of a Foreign Registered Trade Mark not registered or used
in India may not be ina position to complain to the Customs Officer under this
provision. The falsification of the Foreign Registered Trade Mark does not
come in the purview of the definition of the False Trade Marks under the
TMMA. " Equally, the Foreign Registered Trade Mark goods being imported
pursuant to clause V of the notification, shall not amount to importation under
a false trade mark, inspite of the fact that the Foreign Registered Trade Mark
is similar to the Indian trade mark.
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It is suggested that the notification issued under the Customs Act is
obsolete and does not protect the trade marks including FTMs of this country.
The notification which is a piece of delegated legislation is in conflict, with
Sections 11, 12 and 28 of the TMMA. The Government should suitably amend
the notification to safeguard the trade marks right holders in India whether of
the FTM or a domestic trade mark. If it so desires it may provide for
international exhaustion of the trade mark rights,'* but allowing the imports
simpliciter of an identical foreign mark is not fair in the interest of the trade
marks rights holders in India. It needs to be emphasised that the TMMA is
binding on the Government'* and any notification under the Customs Act can
not be allowed to conflict with the TMMA.

Itis further suggested thatifthe Indian trade mark owner derives title from
the same source or owner of the mark, his capacity to object to parallel imports
should be curtailed; more so if the denial of parallel imports will increase the
price ofthose goods in India. On the other hand, if the Indian trade mark owner
is independent of foreign right holder, it is the duty of the Government to
protect his exclusive right in the Indian territory. Such imports may cause
confusion and deception in the public mind and the market. The independent
Indian right holder should be in a position to restrain the import of goods with
a similar mark. In any case it appears that such an independent right holder
would be in position to obtain injunction against sale and advertising of such
imported trade marked goods. Such imports would also constitute unfair
competition to the Indian right holder.

IV. PROHIBITION AS TO REPRESENTATION AS REGISTERED TRADE MARK

In India, only those trade marks can be represented as registered which are
entered in the ‘register’'® of the Trade Marks referred to in Section 6 kept at the
Trade Mark Registry. Section 81 (2) enacts penalty for falsely representing that
a trade mark is registered in India if it is not so entered in the register."”

A trade mark which has been registered elsewhere than India can be
represented as registered trade mark in India as follows: Section 81(3) carves
out an exception. The goods bearing the trade mark of foreign registration
representing the trade mark as registered in another country, should suffi-
ciently indicate so.'® If the word or expression, used to suggest a foreign
registration is delineated in as large characters as that of the trade mark, it is not
treated as false representation as to registration of the trade mark.'

Section 81(3) of the TMMA does not envisage any preventive or punitive
action against the parallel presence in the market of the trade marks registered
in foreign countries which might be similar to Indian trade marks (including
FTMs). As stated above, imports under the trade marks of foreign origin,
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identical to that of the Indian trade marks are authorised as per the notification
issued under the Customs Act, 1962.

Though the TMMA in Section 81(3) enacts that a trade mark registered in
a foreign country would not offend the law if the country of registration is
conspicuously stated. But Section 81(3) does not purport to impinge the
monopoly right conferred by Section 28(1) as to the use of the trade mark
registered in India. If the title to the trade mark is not derived by the Indian
owner from the same source, as that of the exporter of identical Foreign
Registered Trade Mark, there is no justification for diluting the exclusive
right of Indian rights holder. It also amounts to implied recognition of all the
trade marks registered in foreign countries without paying even the registration
fee to the Indian Trade Marks Registry.

V. BorDER MEASURES UNDER TRIPS AGREEMENT

The Agreement on TRIPs is divided into eight parts and each part is
divided into sections containing 73 Articles in all.

Part I of the Agreement, containing Articles®' 1 to 8, contains general
provisions and basic principles. Article 1 details with the nature and scope of
the obligations by stating that member countries®? shall be free to determine an
appropriate method of implementing the provisions within their own legal
system and practice. Members are not obliged to give more protection than
required by this Agreement?® which is the touchstone for the intellectual
property protection.

A. Enforcement of the Intellectual Property Rights (IPRs)

PartI1I (Articles40to 6 1) of the proposals on the TRIPs concerns with the
enforcement of the IPRs in member countries. Article 41 lists the general
principles which run through the rest of articles requiring the members to
provide for the following in their national laws so as to ensure effective action
for enforcement of the IPRs with a view to :
curbing the infringement of the IPRs (Article 41 (1));
deterrents to curb further infringements (Article 41 (1));
avoid the creation of barriers to legitimate trade (Article 41 (1));
provide safeguards against the abuse of the IPRs;
tc avoid unnecessary costs or delays (Article 41 (2));
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to avoid unreasonable time limits (Article 41 (2));

7. reasoned decisions, after hearing and furnishing of the evidence
(Article41(3));
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8. minimum one review by the judicial authority except in the cases of
acquittal in criminal cases (Article 41 (4)).

Para 5 of Article 41, recognises the sovereignty? of the members, by
stating that there is no obligation on the members to create a separate judicial
system for the IPRs protection distinct from that for the enforcement of laws
in general. Nor does it prescribe any distribution of resources between the
enforcement of the IPRs and the enforcement of other laws.

B. Border Measures

Articles 51 to 60 list special requirements to be taken as border measures.
More important of the obligations contained in TRIPs Agreement are as
follows.

Subject to de minimis rule enshrined in Article 60, to exclude small
quantities of goods of non-commercial nature contained in travellers’ luggage
orinsmall consignments, Article 51 prescribes that national laws of member
countries should protect industrial property rights at the borders by suspending
the release of infringing goods by the custom authorities. A mechanism is
proposed wherein the customs are required to suspend the release of goods, into
free circulation if a right holder applicant alleges them to be counterfeit trade
mark or pirated copyright goods. It purports to stop the delivery of such goods
to the importer, if the applicant right holder® states that his rights in the trade
mark under the law of the country of import, is likely to be infringed.

Article 51 desires the member countries that they may make such provi-
sions for curbing the infringement of other IPRs. They may also make
provision to suspend the release of infringing goods destined for exports from
their territories. In case of counterfeit trade marks or pirated copyright goods
such enabling provision is made essential.

Articles 52 to 60 endeavour to prescribe the detailed model law for
effective implementation of the principle enshrined in Article 51. The defini-
tion of ‘counterfeit trade mark’ reads:

For the purposes of this Agreement:

... counterfeit trade mark goods shall mean any goods, including packag-
ing, bearing without authorisation a trade mark which is identical to the
trade mark validly registered in respect of such goods, or which cannot be
distinguished in its essential aspects from such a trade mark, and which
thereby infringes the rights of the owners of the trade mark in question
under the law of the country of importation.?

Essentially, this means that the parallel imports can be restricted by the
right holder?” as they may not be authorised by the right holder in the country
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of importation. It has been seen that more often the restriction on parallel
imports operates against the interests of the developing countries, and in such
a situation instead of source/origin function, the trade mark rights perform a
property function. The attempts to mitigate against restriction on parallel
imports by the application of international exhaustion of rights are also
frustrated by insertion of Article 6. An authorised application of the trade mark
in one country could be unauthorised in another importing country, and as per
the present definition it may be treated as counterfeit trade mark goods.

It is submitted that there ought to be provision like preferential treatment
in case of parallel exports to the developed countries from the developing
countries. It should also be appreciated that parallel imports into the develop-
ing countries normaily introduce cheaper prices except in case the margin is
pocketed by the parallel importers.

Inrelation to counterfeit trade marked goods, there is no conflict of opinion
and no country officially encourages such an activity. Though, in many
developing countries including India such a practice is on an increase. There
are no data available except as asserted by various United States studies as to
the quantum loss caused to them by counterfeit activity in various countries
including India. Such a practice is prevalent in cases of the trade marks which
areinactual use in India. The counterfeits are alsoavailable in the market where
the foreign manufacturer, infact, is not supplying trade mark goods to Indian
market.

The above referred notification prohibits false trade marks, but is doubtful
that a trade mark validly placed under the authority of the same trade mark
owner in a foreign country and carrying the name of that country as place of
origin of goods can be treated as the false trade mark, when objected to by an
exclusivelicensee (right-holder) in India. Whether common control exception
as applied in the United States would be followed or there shall emerge an
Indian jurisprudence based on the aspirations and needs of the people of India
cannot be precisely stated. The exhaustion principle has been ruled out in
Article 6. In the present context, when the political authority in the country is
weak, it appears that the Government shall fall in line with the demands of the
developed economies disallowing any meaningful exercise by the Courts or
experts in the country.

The procedure for suspension of release may be summed up as Article 51
enabling an application by the right holder with sufficient description of the
goods to make these recognisable by the customs officials. Under Article 52,
the customs officers may require, the applicant for suspension of release of
goods, to furnish security to protect the defendant from any loss as also to curb
the abuse of the IPRs. Itis desired by United States that the security should not
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be unreasonable which may deter recourse to these procedures. The right
holder applicant may request the custom authorities to take ex-officio mea-
sures or act on their own initiative to suspend such release of counterfeit trade
marked goods.? In such a situation, the right holder shall be relieved of the
payment of security requirement or payment of compensation for the losses
suffered by the defendant importer.?’

While importer and applicant are to be notified of the suspension of the
release,” Article 55 prescribes a period of ten working days, for the applicant,
after notice of suspension to initiate proceedings to obtain a decision or
provisional decision on merits of the case, otherwise the goods shall be released
by the customs officials. However, they can in appropriate cases extend the
period by ten working days.*'

Curiously, in case of the IPRs relating to the industrial designs, patents,
integrated circuits etc. the suspension provisions in Article 53(2) require that
while releasing the goods in favour of the importer on the lapse of period
provided in Article 55, the customs authorities can require the defendant
importer to furnish security to protect the right holder from any infringement;
but no such payment of security by importer is envisaged in relation to the trade
marked or copyright goods.
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