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Parallel Import — Can We Easily Rein It In? ©

(PartII) by C.F. Tsai

E/(oJE 2001 4

Detailed Analyses

*Relationship among relevant parties

In 1991, the Ausﬂai%a enacted to permit the parallel import of
publications printed in a foreign country, which ensued the
denouncements from the American lisher Association,
International Publisher Association and Intemational Publisher
Copyright Commission, commonly asserting that this enactment has
destroyed the territorially allocating rights of the publisher as to how
the publication should be published and/or issued and damaged
benefits and investments of the publisher through Iumm% the
commercial structure of the intemational publication and violating
the copyright territorialism. It is interested to note here that these
organizations apply the oopyn'%‘:nt territorialism for resorting to the
local protection and banning the parallel import, in view of the
universal Hpnnmple that the copyright will automatically be produced
nearly all over the world .(gx.oept in Taiwan being stopped by
Mainland China from entennlg into the intemational organization or
treaty) once the work is completed. o
Certamnly, the universal principle does not necessarily directly
conflict with the territorialism. Nevertheless, it is believed that the
copyright territorialism will find more difficult to be rted than
the trademark territorialism since the trademark owner always needs
pay additionally efforts and expenses in order to develop a localized
trademark right whereas the copyright owner needs not or does not
need to ]i)ay so much. In the copyright side, relevant parties may
only include the copynght owner having a n%gt automatically
generated universally and the parallel importer. In this case, two
copyright owners in two respective countries in fact are of the same
entity. Is it t now that the copyright owner has an improper
enrichment? we consider the same copyright owner having
once sold its work in a first country could certainly exercise its
copyright for banning the el it in a second country
through the derivation of rights from copyright territorialism if the
copyright owner does not license or transfer the local copyright to
any third party or make an%akmd of efforts in promoting its work in a
second country? Is it fair that the ooptﬁright owner should be double
enriched simply because it has another local copyright when not
only said another local right is obtained for free but also it pays no
cost or efforts in maintaining, advertising or promoting said another
local right. If we believe in this specific situation, we had better take
the position that the copyright owner has no legitimate rights to ban
the parallel import, this would mean we have admitted the exhaust
theory to some extent till now. If'this is true, is it correct for us to take
that we Iieed not wonder or uvl&aander aboﬂllelu‘; t}v;/hetl_ler the parallel
mmport 18 legitimate since 1t would appear ere 1S not a big gap
between the above situation and the one that the copyright owner
licenses or even transfers its local copﬁnght in the second country to
a third ? This is because the licensee or transferee often is
affiliated with the copyright owner or has a close relationship
therewith, e.g. an arm’s length arrangement. .

If the copyright owner licenses or transfers or assigns its copyright to
a third party n a second country, both the co(ﬁ){gght owner and the
local right owner in the second country should have the obligation to
respect each other for performing the goal of the agreement entered
therebetween. Each party shall not act against the purpose of the

a%eement and the other shall have the right to claim damage
otherwise. As such, ﬂl€%ﬂ¢l importer can%%t be either one of

parties to the licensing or assigning agreement. Otherwise, the other
party can claim damage against the el nriponer according to the
agreement. Accordingly, it will make senses for us to be troubled so
much only when the parallel importer is a third party to two parties to
the agreement. It to be a great idea to resolve the parallel
import issue by retuming to the principles of contract. )
Specifically, the parallel import made by the third party is an accident
g)ertF/O paé]tlfs E)Oal ﬂlefhglensmg or ass1g1f2111in ent. In order &tlo
om the of the agreement , tWo es to the
ent ]}ﬁazﬁ dutg&s to compromise oizrlrﬁalze rerne%la?%:ggléest&%k
ore , the t owner shall not act to ¢ the
rights cs)Itz%e Ii%h%]ownec‘)roglytlflle_: second country who in tum shall not
produce trouble for the copyright owner for ret% order that the
pupose of the ment can be wonderfully ormed.
Accordingly the lel import issue should be resolved somehow
according to or in the licensing or assigning agreement in order not to
trouble the government or the public. ~ . o
Those who advocate to curb the parallel import issue might illustrate
the following examples to name a few to contest against the above

reasoning;
FEIAR

1) The parallel importer having known the serving period of
an article is to ex]ftgire soon still import the goods for sale to
harm the health of the public;

2) If a kind of goods has a high custom tax, the parallel
importer will gain unduly enriched if it tries to escape the

tax;
3) If the currency in the importing country is appreciated, the
) %aérallel importer will won a wonderful chance to profiteer.

It is believed that the above examples cannot divert our belief any a
bit since in the first example, the parallel importer will be held liable
if the public get harmed somehow because the parallel importer fails
to duly remind or advise the consumer what it is selling. In the
second case, the government or the custom must so have a duty
dereliction that the parallel imgorter has the olt)lll)ortunity of escaping
from being taxed as required by the law. In the third exaxﬁle, not
only it is purely accidental but also it does not relate to the core
problem of the parallel import issue. Accordingly it seems that even
1if the cons can ill er examples, it appears that we can
stand motionlessly as we are.

*15USC 1125(a), 19 USC 526 & 19 CFR 13321
Section 1125(a)(1) of the US Trademark Law (or Section 43(a) of
the Lanham Act stipulates that: Any person who, on or in
connection with any goods or services, or any container for goods,
uses in commerce any word, term, name, symbol, or device, or any
combination thereof, or any false designation of origin, false or
misleading description of fact, or false or misleading representation
of fact, which— . ) )

(A) 1slikely to cause confusion, or to cause mistake, or to deceive as
to the affiliation, connection, or association of such person with
another person, or as to the origin, sponsorship, or approval of
his or her goods, services, or commercial activities by another

®) person, or advertisi . . e
n commercial advertising or promotion, mistepresents the nature,
characteristics, qualities, Z%)r geographic origin of his or her or
another person’s goods, services, or commercial activities,

shall be liable in a civil action by ang person who believes that

he or she is or is likely to be damaged by such act. _

It s true that this provision is a good measure to curb the parallel import

but it is ﬂually true that this provision could not be taken as a provision

for specifically dealing with the parallel import issue. We would like
to investigate the ites for an act violating this provision: =~

1) There must mnia}l)ersorr Such person should mclude a juristic
personandan person. Nevertheless, there is a loophole from
which a juristic person might be interested in trying to escape its
liabilities (we have no intention to instigate any ‘person’ fo act
gmst the law but instead, the US Cong nﬂ%ztbe interested to

ealook here). Asthe words are used n 15 USC 1125(a)(1XA),
“approval of his or her goods™ can be based to that the
“person’ here is referred to the natural person only;

2) who, on or in connection with any goods or services, or any
container for goods: the drafter for this section must be a genius in
order to complete such a seamless article. It to be
somewhat more cruel if the words “any container for goods™ are
changed info “any container or material for goods or service™,

3) uses in commerce: If what the “‘wrongdoer” does does not relate to
commerce, its act would be no problem;



4) any word, term, name, symbol, or device, or any combination
thereof, or any false designation of origin, false or misleading
description of fact, or false or misleading Iegl_lesentation of fact:
There are four primary types of media by which an act could be

ursued as violating this section, nameCIB/: . o

B any word, term, name, symbol, or device, or any combination
thereof: These are the usual vehicles by which trademarks exist
and should require no further explanations;

II) any false designation of origin: This should also call for
no further mention; o

Ifalse or misleading description of fact; It does not matter
whether the relevant act is false or misleading, but must
relate to description of fact. Such fact may relate to the
‘&csc{son’ or another person; and o

IV)false or misleading representation of fact: Although it is very
easy for evi to know this clause is different fiom the
preceding clause by one word, it appears that the talented drafter
desires to trouble the world since it is uneasy to differentiate
“description” from tation.” According to Webster’s
Ninth New Collegiate Dictionary, to “describe’ is to “represent
or give an account of in words.” From this interpretation, it
a‘ppea1s1tlsatemfymgtasktod1mgu1sh“d®scn "> over
“represent.”” There are many m s for ‘representation’
according to that dictionary. One of which is “a statement or
account made to influence opinion or action.” We strongly
doubt whether we have successfully selected the best one
construction here therefor. Let us we have done it in
order to conclude that Item II) is an ‘active’ interpretation but
thisItemis a ‘passive’ one. )

5) which is likely to cause confusion, or to cause mistake, or to
deceive as to the affiliation, connection, or association of such
person with another person, or as to the origin, sponsorship, or
approval of his or her goods, services, or commercial activities by
qhﬂo}her Jperson: Accordingly, the act of the wrongdoer must “be

elyto™

cguse confusion or mistake, or deceive;

as to:

1) the origin;

1) sponsorship;

iit)approval, by another person, of his or her:
a) goods;
b) services; or
¢) commercial activities; or

6) in the course of commercial advertising or promotion, the

act of the wrongdoer:
musrepresents;
so far as the wrong contents are concerned,
1) the nature;
i1) characteristics;

ii)qualities; or

Y %gographlc origin; ' )

IIT)of his or her or another person’s: This clause will be

more cool if changed into “of its, his or her or another
CISon’s”™; . e
IV)goods, services, or commercial activities.

Since fitle 15 is the US trademark law, it is also correct that

section 1125(a) relates to the trademark matter. Although it

might be wonderfully applied to curb the parallel import in
respect of the trademark side, it appears to be apparent we have
the following problems to consider: )

1) Itis a pity such brilliant provisions do not present in other related
laws, e.g. the patent law or ﬂle.c%yn'ght law since the parallel

it issue does not occur only in the trademark field; _

2) ich one of the trademark regulation and the unfair regulation is
the more proper one to put therein the contents of this section? It
has been quite common for a country to have a law regarding the
unfair con}éfnuon. After repetitively reading this section, do we
still consider that this section is more closely related to the
trademark law than the unfair ition law?

3) Certainly, we can put similar sections in all relevant laws. If the
parallel import issue does relate to the unfair competition, why we
rlgleed?be bothered to respectively have provisions in all relevant

WS

4) Is this section primarily provided for curbing the ggrr%el i
issue? Isit newssax}ls&lat We Iequire SO many work words to
achieve our goal? Is it necessary that in different laws, we need

lendidly skillful differently phrased sections? )

5) Is it possible that a single simple section in a specific law
could work to solve all troubles as experiences?

It is reported that before 1921, the US adopted the conventional

theory of universality to take that the parallel import involves no

illegitimate act. Such (Eosition is switched in 1921 by the Supreme
Court in A. Bourjois & Co. v. Katzel. The switched position was
established by Section 526 of the 1922 Tariff Act abolishing the
theory of universality but ado%tiélé the modem theory of territoriality

to ban the parallel import. 19 USC 526 provides in part:
It be unlawful to import into the United States any
merchandise of foreign man re if such merchandise, or the

label...bears a_trademark owned by a citizen or & corporation
organized within the United States, and registered in the Patent
and Trademark Office...unless written consent of the owner of
such trademark is produced at the time of making entry.
According to the US Supreme Court in Coalition to | e the
Integrity of American Trademarks (COPIAT) v. the United States in
May, 1988, out of the following three parallel imports:
1) The parallel imported goods are manufactured by an independent
foreign suppgllller and a US citizen or corporation owns a local
trademark right;
2) The parallel imported goods are manufactured by an entity hold or
) controlled and E b aUStIademalkowne%‘], and v

3) The el 1 oods are licensed to be locall
) manugacﬂmllrled allll?gold inga foreign country by an independeg‘;
company licensed by a US trademark right owner,

only the second case is legitimate and the first and third situations will

be 1llegitimate under 19 USC 526. Here, we could encounter the

following problems: p——
=

1) It is to be particularly noticed that according to 19 USC 526, a
trademark needs be “owned by a citizen or corporation organized
within the United States”” This clause seriously hammns the
sublimity or integrity of this section to serve as an unfair
competition gnnqlple since it is so much related to prejudlma]lg
protect a US citizen or corporation rather than a general U
trademark right owner being a foreigner rather than to loftily
establish a general gamerule. .

2) Since this section only provides the situation about the
trademark, the similar problems we examine above for
15 USC 1125(a) will also apply.

Perhaps, owing to these and other problems, the US enacted in

1972 'in code of federal rule limitations for 19 USC 526.

According to 19 CFR 133.21(c), 19 USC 526 shall not apply in

any one of the followmlg situations: _

1) Two local trademar nl%ht owners are of the same entity;

2) Two local trademark right owners are affiliated or
commonly owned or controlled;

3) The parallel imported goods bear the same trademark
licensed by the US trademark owner; and .

4) ["[J}ée same trademark has been removed before imported into the

Nevertheless, the US SL%)I‘GH’IC Court took in K Mart v. Cartier in 1988
that 19 CFR 133.21(c)3) literally conflicts with 19 USC 526(a) and
that in view of the uncertainly as to how to define the word “own” in
19 USC 526(a), it cannot ine whether 19 CFR 13321(? is
correct but t&;{)ect the interpretation thereon by the customs. It is
to be noticed that although the customs can exercise the administrative
discretion to determine whether the parallel imported goods should be
pemitted or banned, such discretion cannot bind the court which can
certainly judge by itself independently about any situation it encounters.
All the above provisions certainly have shown the complexity of the
Eaxa]lel import issue but cannot explicitly or implicitly suggest or teach
ow we can deal with the parallel import issue.

*How does the parallel import issue interact with related laws?

How the parallel import 1ssue can be re 7 In which law it
should be stipulated, respective intellectual property laws, the trading
law or the comj};)etlt;on law, and/or the aoco% g goods labeling
act or tariff act? It is easily understandable e country offering
the most favorable protection for the right owner will attract the most
investments from all over the world. "It is also easily recognizable
that offering the most favorable protection is different from having
the fairest provisions among the right owner, the consumer and the

society.

So far as respective intellectual property laws are concemed, the US

Trademark Law has shown us a good examPle to regulate the parallel

import. Itis ap{)axent, however, we have the following questions:

1) Although 15 USC 1125(a) might be able to govem the parallel
import issue in the trademark side, does it call for us some

consideration whether its spirit can be applied to regulate similar
issues in the other intellectual property fields, e.g. the patent and the
copyright sides? If yes, how this trademark section should be
transferred into the other field?



2) Do these ive sections in different fields serve our intended
purposes well? Do we believe that these sections are much related
to respective intellectual property laws than to other law?

3) ltisasserted that different intellectual property fields have different
features. For example, patent inventors and copyright authors have
higher corllgalbutl%ns to ‘rhf1 hwnaléh c1\/15l111§at10n than nadlgglarlk
registrants have. Patents and copyrights subject to expire relatively
easily while trademark rights can be }f)rolonged uglc}]?;mtedly Isa
simple and unified provision possible for the parallel import issue?
Ify&;(,le\gly sections in the patent and copyright fields have not

vided?

We have no interests to deeply discuss all these and other questions or

problems in this short article. It is welcome that any one who is

by the viewpoint of this article can base on our findings to

build more stoutly the entire theory with clues ted here.
It is generally believed that to the el import issue with the

Uadmglawism]propersigce euadiréglawismuchrelatedtoﬂqe
Ve measure and appears to be mapproj to regulate an
act whose economic effect is indeterminate. It has also been well-
established that the competition law is originally intended to handle the
economic phenomenon of an indeterminate economic effect since the
competition law normally include the considerations of evaluating the
economic effect and the act leg . So far as these factors are
concemed, we have the following questions:

1) Is the parallel import issue an act of an indeterminate
economic effect? Is it possible that the parallel import issue
is so r%gard_ed simply because the human being has not yet
%ra}spe which property it reallﬁ/ is? N _

2) Isit correct for us to take that the cqm(i)etmon law is the best
medium to handle an act of an indeterminate economic
effect? If yes, is it a wonderful idea for us to govern the
parallel import by the competition law?

*Is a new model possible to properly regulate the
parallel import phenomenon?
According to the theories of contract, when there is an accident
happened to an agreement, how the accident should be resolved
or who should be responsible therefor should be determined
from the contract spirit to be read from the full text of the
agreement.  If there is a fpara.llel import issue which is not
anticipated by either one of parties to the agreement and one of
said parties claims to be dama%ed or troubled for compensation,
whether there is a party who should be held responsible should
find its answers from the original agreement. It goes without
saying that the parallel import is an issue because the licensin;
or assignment agreement normally makes no mention thereof.
As such, there must be one or both of said parties to the
agreement who_should be separately or_jointly responsible
therefor since it is the fault of said two parties to the agreement
who are not able to predict or try to curb in advance the parallel
import problem. S .
Since the ];l)axal lel import issue is a problem which should fall into the
private field, the govemment or the law need not actively and/or
positively engage m the game of solving the parallel import issue but
make necessary interference only when the situation becomes
absolmeegr necessary.  Specifically, if the local right owner feels
through the el import, it should claim damages against
the original right owner. If'the or%gnzl right owner can assert or show
no negligence or intention on its side, the claim of the local right owner
should be rejected. Furthermore, it is possible for the contract parties to
enter into a supplemental agreement to provide how the parallel import
should be solved. Before seeking to execute such lemental
agreement, it would be baseless for any party to claim damages to be

compensated by the other party.
If there is no provision in g(ﬁeement regarding the parallel import,
since the el imported goods are genuine, the consumer should not

be got info troubles simply because there is what kind of implications
between (intellectual property) right owners in different countries. It is
the fault of the two right owners but never that of the consumer, which
causes ﬂlf}tlhtmubles in}he soqie% ﬂami.lgh the lack of pm\sfisionsﬂlin
respect of the el import m the relevant agreement. Since the
imported Eg;)d‘s)a‘aam]} genuine, the consumer must take the risk of
whether it has bought a product deserving the price it spent.
Expresse of the sood e conternd e pall apoRcr Bl b
€ of the are concen e € rter sho
pursued by a p{glblic utor inistrative punishment or

for
criminal penalty by applying, e.g. the Consumer Protection Act or the
Criminal Code. 'ﬁleﬁla‘% import act per se does not contain any
offensiveness against

e public order or policy so that it should not
violate the law in any way ifﬁlepaxallg?importedgoodsdonot
embody any element capable of doing harm to the consumer. Now

that the parallel import issue is brought forward to this civilized soci
by the contracting parties, it is ﬂlueghdmy of them to solve the is:&}e/
somehow. e sl e this commlex |
CCO! 1t 15 quite simple for us to solve complex 1ssue.
Speci yyit is ﬂlglgrﬂujxgrrnlpenj[ imposed on the relevant parties who
may present the pﬁm]]e import issue to confuse the world to include a
clause providing how the parallel import should be solved. If there is
no such provision in the agreement, the consumer, the public and the
?ovennnent need not devote any efforts to overcome on behalf of the
ocal right owner an(i/ troubles it may encounter since the consumer
need not live deﬁ)en lent on the local right owner, the public need not
dispose of their living convenience in exchange of the private right of
the local right owner, and the govemment should not try to protect the
1?1{11\;316 right of the local right owner at the sacrifice of the taxed public.
ough such arrangement, the social faimess can be found in
that the contracting parties between respective (local) right
owners are definite and relatively very few and thus can be put
in regulation relatively quite easily. In contrast, the public and
the consumer are indefinite and myriad and thus can be hardly
controllable. Is it not clear there exists a tremendous difference
between solutions obtainable through efforts from the contracting
parties with a contract clause and from the indeterminate public
without any effective or predictable measure, which automatically
comes to consent to such arrangement?
Parties of local right owners involved in the parallel import
might be the same entity. In this case, it appear that we cannot
eftectively find sound bases for prohiﬁlting_ the parallel import.
Even in the situation that parties of respective right owners are
different, they should have a contract in some stage 9|_f the}ii
25—

businesses. Contracting parties are often affiliated, and if not,
have been linked to some extent to each other in some stage
during their business ages. Either one of contracting parties has
enough oi)portumty to include in the licensing or assigning agreement
a sug})le clause or licate pages to govemn how the parallel import
should be treated. If they are so lazy as to fail to add in advance or
supplement later in the relevant agreement provisions relating to the
pg?a]lel import, why the consumer, the f%)ubhc and/or the government

need to bear y consequences left thereby and try hard to solve
on their behalves singg problem, which has consumed so much
energies of so many scholars and has been transformed into a complex

issue having caused so much troubles to the societies.
If the contracting parties have duly provided the el import in the
agreement, the local right owner can claim es against the
oﬁginalﬁghtownerifthe?tréﬁinalﬁ t owner fails to curb as agreed
upon its goods to be mlqo into the temritory the local right owner
has the nght to exclusively use the trademark. Ifthe ]para]le import is
%:rml in the agreement, there will be no parallel import issue. If
e agreement is silent on the parallel import, it should be first
construed as having consent to the parallel import but the parallel
rter has the basic obligation to particularly notice the consumer
or %e ublic what it is selling are parallel imported goods rather than
ones from the local right owner, in order fo protect the local right
owner. Here we have two problems to solve. One is why the el
importer has the obligation to differentiate its goods from those of the
local right owner? The other is how the o right owner can
control where its sold goods are eventually imported to which place?
The local right owner has been operating its business. It appears to be
mpossible that the parallel importer does not know there 1s the local
ngﬁt OWner en

e lgh thg . opemwllilg?ﬂlof seﬂjnﬁg.speciﬁc.googss
tected under a ngnt. Simce C el importer mten
%Osgllaresomuch similar to those of the locafl?ghut owner, in order to

distinguish its goods from those originating from the local right owner
in order to establish it has no evil mtentiontotakeadvanta%hes of the

local right owner, the parallel importer should be so obliged. It is a
basic rule of existence that a newcomer must and can only subsist by
respecting and/or staying away from what have been occupied by
p rs in order to avoid conflicts of interests. Accordingly
such obligation imposed on the parallel importer is never an
inappropnatgere_ l_lérulemenéb 1 e viewDOL o th
t appears to be ridiculous from a prima facie viewpomt to require the
original right owner control where its sold goods should finally go.
Nevertheless, after a further thought, it would readily become apparent
that it is not. Before the paralle it can become an issue, there
must be an act importing quite a lot 0% goods. Since the quantity to be
1r$0ﬁed. is nonnmbal ly S}? large, it .ncla]\//er isa problelrfnﬂlfor the original
night owner to curb suc rtation/exportation. c onFma] nght
owner is so honest and %, it ooulgoeasily and should natural
perform as or locate on its behalf a manufacturer to fabricate or se:
1ts goods to the dealer with a proviso in the manufacturing or dealing



agreement that the fabricated or purchased gloods could not be sold
to the country where the local right owner is located. Buying/selling
goods in a substantial amount is never an act uneasy to find out or
regulate. If the original right owner does not so follow in its home

country, it is not a righteous to the licensing or assi
entmdﬂlusispwﬁshaﬁ?gy_lfﬂlelopalﬂ .townerﬁn_d%
med somehow by the parallel import, it certainly can claim
iges against the original right owner for compensation.
Specifically such licensing or assigning nent is an international
agreement since it involves in rights and duties to be enjoyed and
ormed in different countries.
Under such model, the parallel import only relates to extremely few
interrelated right owners and has nothing to do with any one else,
ssibly being the consumer, the gublic or the govemment. How
e world will become beautiful a bit through such model? Are we
too naive, artless or innocent to solve this complex parallel import by
having etroneo;sa%/ taken what kinds of important or complicate
natures of the parallel import issue? . _
Even at some situations where the parallel import issue gets out of
control under the agreement, the parallel import issue can still be
solved by ar%pgmg the principles of the contract. From the
expediency of the operation of law, such model is desired and
justified in that the contracting parties have ample tools or resources to
overfome the 1 el import mugrgwdlhereas ﬂllt is pl;}:ﬂh\iely difficult or
nearly 1mpossible to ent or cate the el 1mport 1ssue.
Can };n:{ one assert n%r\?vvwe are wrong because of what kinds of
reasons

Such model for solving the parallel import issue has nothing to do with
the theory of exhaustion, theory of universality, theory of territorialism
and/or new theory of modem territorialism but are bult on the bases of
the contract law since the contracting parties do exist a kind of
relationship which is private therebetween and should not bring forth
any disaster or inconvenience to the public or the society. Nevertheless,
this model ns to comp(liy with the meanings of theories of
exhaustion and universality and does not necessarily confront against
the classical or modem theories of territorialism.

*How does the new model égﬁ;ﬂate illustrated examples?
By applying the new model established above, it will naturally come
to the conclusion that in principle, all parallel import acts are legitimate.
It goes without saying that all illustrated examples described in the
background statement are legal if there is a parallel import.
Neve11¥1el&ss, we would like to examine and briefly comment on the
examples:

1. Trademark owner A i1s different from Trademark owner B,
but they are affiliated entities. Normally Trademark owner B is
an offspring or branch entity of Trademark owner A. They are
so closely related as to be little different from being the same
entity. For the following two situations:

) T owner B can exercise its own discretion as to how
to exploit the second trademark right: This situation often
occurs when Trademark owner A realizes or finds it applicable
that Trademark owner B, although being a different
independent entity from Trademark owner A according to the
law, that it is important for Trademark owner B to discem by
itself the real situation it faces. Nevertheless, since A and B are
affiliated, it would be eas%/alt;or them to settle down how the
parallel import should be handled. In order to protect B, if A
really so desires, A should exercise some kinds of plans, which
isnever difficult, to curb the parallel import;

II) Trademark owner B can make its decision as to how to make
use of the second trademark right only after having obtained
approval from Trademark owner A: In such situation, B is
much c(lgsely related to é ggm ﬂgzi%iulatlon I).e(ziAbshcélLllldp};ellgllle1 ?
strong drive to protect m being dami% e e
import through effective measures fo be opte(Y m its home

country;
2. Trademark owner A is different from and has no affiliation with
Trademark owner B, but Trademark owner A assigns the second
trademark right to Trademark owner B: Since B derives its right from
A, B has an adequate opportunity to include in the assignment a clause
ovemning the parallel import. If not, it is the laches of B to so

y, the prescription is suitable to function here. B should ask for
compensation against A or an addition of the LIi)axa]lel import clause
later n the assignment. If denied by A, B should pursue its rights for
specific performance before the court to substantiate its nights of
assignment by declaring that what it desires to be assi is an
integral right free fiom threatened or damaged by the parallel

3. irademalk owners A and B are of the same enti% and the goods
imported into Y country are manufactured by Ti owner A

or B: As disclosed above, in this situation, A or B has few bases to

fight against the parallel importer since it is the matter of A as to

whether it desires to be ed through no active involvement in
the exporting country. Since A can take effective measures relatively
easily in the exporting coumrI\; to safeguard itself from being
damagedmthe second country, how can we believe that the soci

should exercise additional endeavors to twice or double protect

having been generously conferred with local rights mpecﬁvelﬁ/ in
two countries? If A has no motivation to be unduly enriched, why it
keeps silence in curbing the purchase of the pam]J}él importer in the
first country? If A infentionally or negligently allows the parallel
import to occur, 1s it proper for the govemment in the second country
to protect A’s local rights in the second country without any hatred?

4. Trademark owners A and B are of the same entity and the goods

imported into Y country are manufactured by a licensee D licensed

to manufacture the imported goods by Trademark owner A or B:

This situation does not differ much from the Item 3. Under the

“arm’s length arrangement,” it makes no difference whether A or B

or the licensee is the manufacturer of the imported goods since it is

under the control of A whether it should manufacture thiﬁloods by
itself or license D to manufacture on its behalf. Accordingly the

answer to this situation does not differ from that in the above Item 3.

Certainly as mentioned above, under any one of the above

situations or sub-situations, we have the following two cases

which will be briefly discussed also:

i) The quality of imported goods is the same to that of those
mani by T owner B: In this case, the local right
owner can find less supports in soliciting an additional local
protection for prohibiting the parallel import no matter how the
%mhty is defined. Certamly in this connection, it is even harder for

e local n%ht owner to promote its goods if its price in higher than
the parallel importer’s. Likewise, it requires more techniques for
the parallel importer to perform the obligation of distin (ﬁ% its

e

goods from those . th
EtT Ak

local right owner in view of the same quality since it must make it
clear how and why its goods have been distinguished thereover on
_ the one hand, while trying to promote ht?éoods on the other hand;
u)TheL?a]jtyof ited goods is different from that of those
manutactured by Trademark owner A: If the quality of imported
%oods is different from that of the local right owner, it is easier for
e parallel importer to distinguish its goods from the local right
owner’s. Itis however, for the el importer to loffily
1(11601% i‘rls goods have an inf‘[ehne'l(;rth ity b?fore the consumer.
evertheless, 1t 15 \§ § el importer expresses
somehow on the g% they are dgc?éﬂnt from those from the
local right owner in order to stand aside civil liability claimable
i parle portr rovidespealel i ock g o
e paralle] importer provi e aving a
higher quality. ~Although it might bené%cult _ pamﬁ
importer to promote its goods in such situation, it is a downhill
work for it to advertise how its goods are distinguished from those
from the local right owner S
Accordingly under this new model, all confusing situations can find
Vs;)}llved quite e?]syzzltgdﬂ];ee%xtcrétlcapapmn ble ?fuappmgaﬂpfgls mawondeg
We are ore the c it 1ssue mn the cars !
Arg we ratl}c))nal to construct this nexlifmr?lodel? \I))vaeSt \})lvron
somewhere in some stage upon formulating this new model? Are
questions thus raised thereto really problems which will conduce to
unanticipated or uncontrollable issues? Why all the elite in the world
will not join to scrutinize in the strictest manner this article?

Claims We Have

1. Article 24 of the Fair Trade Law of Taiwan, RO.C. stipulates that
“any business shall not engage in other cheating or apaaxm_ﬂy
Lmigj'r act capable of influencing the trading order except otherwise
provided by this law.” It that an arficle of such contents can

or the el

effectively govem the el import in various fields, including
patent, trademark and copyright. If this is le, we further
assert that any one needs not be troubled to j whether there is a

cheating or apparently unfair act and/or such act will influence the
t order. What one needs to judge is whether the el
importer has hed its imported goods through some
Elrotger measure from the goods from the local right owner.”.
e country where no article can regulate the el import, it is
a time at t to consider to ¢ 1t Clear c c
import might not be so much related to the respective intellectual
property law, trading and/or competition law but relates only to the
contract law and the civil law. ~ Specifically there is an mmplicit
contract relationship between respective local right owners and



there is a civil obligation on the parallel importer who is required to

istinguish its goods from those of the local right owner in order to
stay away from a tort claim. Even the parallel importer’s obligation
here will be arguably categorized otherwise, it should be able to be
considered to be one under the competition law.
. gdm Ieptgﬁeall that H and th{ee counmegégs Northem Europe

opt for the Palen parallel import g a ‘constructive
license’ principle by which is meant if there is no indication of
i cense use or sale territory, it is constructed that the
patentee has licensed its goods to be re-sold worldwide. This
E&m‘che only deals with the t matter and govern the relation
between the right owner in the eﬁrtmg territory and the parallel
importer. We are of the opinion that what is important is whether
the parallel importer has somehow acted for distinguishing or
expressing its goods in any a specific situation but not whether
there is an indication of limited license use or sale territory.
Further, we believe it is also important for the parallel import to
?blde by its obligation under the civil law and/or the competition
aw.
. It was reported in 1990 by the Intemational Industrial Property
Protection Association that according to its investigation, most of
the 2I2wgldustria1tedoounni$ n N e lme theoggraélg
imported patented products. We do not ISa 1
aocordjngtowhathasbeendjsclosedanddismssedabovg.
. If there should be an article specifically dealing with the
parallel import, it appears to be a good idea to Iet it have
the contents, like “the parallel importer shall be liable for
other’s damages if its imported goods are not caused to be
appropriately distinguished from a relevant right owner.”
. We are too busy to fully develop our finding.

Nevertheless, we believe we have raised enough inklings
for an interested entity to continue the development. We
welcome such entity to feedback some benefits to this firm
if its ultimate development richly reaps somehow.

* % * % %



