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PREFACE

On February 25, 1983, on its own motion, the United States International
Trade Commission instituted an investigation under sectionm 332(b) of the
Tariff Act of 1930 (19 U.S8.C. 1332(b)) on the effects of foreign product
counterfeiting on U.S. industry. The objectives of the investigation were (1)
to identify those product sectors in which the U.S. industry faces competition
from foreign counterfeited products, either in the United States or abroad,
(Z) to assess the impact such counterfeiting has had on these industries and
U.S. exports, (3) to identify the primary country sources of counterfeiting,
(4) to inventory the methods U.S. firms are using to counteract counterfeiting
and their recommendations for Government action, and (5) to compile an
inventory of U.5. and foreign laws and international agreements encompassing
counterfeiting, including the avenues of relief available. The Commission's
notice of investigation was published im the Federal Register of March 9, 1983
(48 F.R. 996B). 1/ For the purposes of thie investigation, the term
"counterfeit goods" means any goods bearing an unauthorized representation of
a trademark that is legally registered in respect to such goods in the country
of importation or sale, but does not include goods produced or marketed under
a protected trademark by the owner of the trademark right or with his consent,
or to goods bearing an suthorized trademark which are imported or sold in
contravention of a commercial arrangement.

The information in this report was obtained from fieldwork, the
Commission's files, private individuals and organizations and the U.S. and
foreign governments. In addition, the Commission staff conducted a thorough
search and review of the current literature and legislation on
counterfeiting. A public hearing was held by the Commission in connection
with this investigation on August 23 and 24, 1983, in Washington, D.C. A list
of persons submitting written statements and a list of witnesses testifying at
the hearing are given in appendix B. The primary sources of data on the
markets for and country sources of counterfeit products, the products
counterfeited, and the effects of counterfeiting on domestic and export sales
and costs were derived from responses to questionnaires sent to all U.S.
producers known or believed to have experienced competition from foreign
counterfeits of their products since 1980.

In compiling the list of questionnaire recipients, the staff contacted
all possible trade and business associations, anticounterfeiting associations,
and major producers for each industry and included all counterfeiting victims
identified in this manner as well as those that had been reported or implied
by the media to have experienced counterfeiting.

Of 274 responses, 82 firms reported foreign produced counterfeits of
their products during 1980-82. The respondents to the Commission's
questionnaire accounted for approximately 10 to 20 percent of total production
in each major industrial sector. However, due to the nature of the
questionnaire selection process, survey coverage of the specific products
susceptible to foreign counterfeiting that were actually counterfeited in
1980-82 is estimated to exceed 70 percent of U.S. production. It should be
noted, though, that some respondents in each sector, many of which are known
to have experienced significant counterfeiting, could not provide specific

1/ A copy of the Commission's notice of investigation is reproduced in app.
A.
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applies to a number of questions, particularly those regarding sales lost

solely due to counterfeiting and identification and enforcement costs of

counterfeiting. Thus, the questionnaire data must be viewed as representing a

minimum for each industry. Data were also collected on gray market sales,

trade dress and passing off, patent infringements on similar products, and

copyright infringements on similar products for 1982--all practices which are

outzide the definition of counterfeiting uszed in this study. These data are "
intended to provide a picture of the general magnitude of these practices as e
compared to counterfeiting, but must not be considered an overall indication

of the problem because data were not collected from firms experiencing -
difficulties with products competing under these practices if the firms had B
not had trouble with counterfeiting. "

Industry estimates of the overall impact of foreign counterfeiting on
domestic and export sales in 1982 were solicited by the Commission staff. 1In
most cases these estimates were only available for the combsnation of couftsr-
feiting, paseing off, copyright violation=z om like products; and patent
vioclations on like products, not for counterfeiting alcne. The estimates of
the impact on U.S. employment, by industries or sectors, are based on these
overall loss estimates., In order to provide & supplementary evaluation of the
potential impact of counterfeiting on U.S. employment, the report provides an
estimate of employment losses which would be expected from each hypothetical
output loss of $10 million in 1982 for each major sector or industry, where
applicable (app. C).
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. EXECUTIVE SUMMARY

Product counterfeiting is nothing less than the theft for profit of a
firm's reputation and product through the use of deception. For the purposes
of this investigation, counterfeiting is defined as the unauthorized use of a
registered trademark on a product that is identical or similar to the product
for which the trademark is registered and used. It does not include corollary
methods of unfair competition such as unauthorized use of a trademark on a
nonsimilar product, copyright infringement, patent infringement, passing off
vthe simulation of a trademark or packaging when the trademark is not
identical), or the sale of authorized trademarked goods in contravention of =
commercial arrangement. However, it is acknowleged that these excepted
practices often have the same effect as trademark counterfeiting, and
supplementary data were collected through the use of questionnaires to
indicate the relative magnitude of these practices compared to that of

rademark counterfeiting.

The highlights of the Commission's investigation on foreigm product
counterfeiting are as follows.

o There are currently no international agreements to which the
United States is & party that relate primarily to counter-
but & number of a ements d v i
on_count it

Chief among the international agreements relating in some manner to
counterfeiting is the Paris Convention on Industrial Property. Trademarks are
included in this convention, which contains provisions which are self-executing
or have been implemented by the signatory countries in their national laws.

Not only do U.S. firms entitled to the benefits of the convention enjoy the
same protection and legal remedies esgainst infringements of their trademarks
as do nationals of the signatory countries, but beneficiaries also enjoy
certain special rights and advantages over the rights enjoved by nationals
under national law.

In addition, the United States has been signatory to a series of inter-
American trademark conventions entered into from 1910 through 1929, providing
trademark and trade name protection similar to that of the Paris convention.
Bolivia, Ecuador, Uruguay, Brezil, the Dominicen Republic, Colombia, Cuba,
Guatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay, and Peru are
signatories to these conventions.

The United States has supported the conclusion of an international
anticounterfeiting agreement. Its purpose is to discourage international
trade in counterfeit goods, and its adoption would result in greater
gtandardization of laws relating to counterfeiting. However, to date there
has been little support for this code outside the developed countries.

o the principal U.S. Federal statute
pelatine to counterfeiting, although there are some
3. dera w5 _rela ount

specific products.

The Lanham Act establishes a Federal registration system for trademarks
and accords registered trademarks certain benefits not available under State
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- law., The act provides for civil remedies for trademark infringement and
counterfeiting through the Pederal court system. There are no criminal

penalties.

The current versions of the proposed Trademark Counterfeiting Act of 1983
(3. 875 and H.R. 2447) would amend the Lanham Act to provide criminal
penalties for counterfeiting &s well as enhance the civil relief aveilable.

The Food, Drug, and Cosmetic Act makes it a crime to counterfeit drugs,
foods, or cosmetics with intent to defraud. The Piracy and Counterfeiting
Amendments Act of 1982 makes record and tape counterfeiting and piracy a
criminal offense. Mail and wire fraud statutes have been used to prosecute
counterfeiters using the mail or wires. BSection 5 of the Federal Trade
Commission Act prohibits unfair trade practices generally, including
counterfeiting, but does not create a private right of action.

o 1 ad ates offers two methods of otec

u e e
at imports.

Both trademarks and copyrights can be registered with the U.S5. Customs
Service with the result that Customs will prohibit the importation of
infringing articles.

If imported counterfeit goods are injuring or have a tendency to injure
or destroy a domestic industry, the United States International Trade
Commission can be petitioned to institute an investigation into unfair trade
practices under section 337 of the Tariff Act of 1930. Such investigations
are useful in additiom to or in place of Federal court actions against
counterfeiting because section 337 investigations are limited in duration to 1
year (18 months in more complicated cases),. and one of the remedies, the
exclusion order, can be applied to all infringing imports, not just those
from, or by, the named respondents. The Commission may also issue a cease and
desist order as a remedy in appropriate circumstances.

o Poreign laws telating to counterfeiting vary with regard to

coverage and penalties and, therefore, with regard to
their effectiveness and usefulness to U.S. producers.

The protection and relief available from product counterfeiting in Z1
selected U.S. export markets and country sources of counterfeits were compiled
for this report (appendix J). All the countries discussed have some
provisions for trademark registration and remedies for infringement, including
counterfeiting. Australia, Belgium, the Netherlands, Luxembourg, Brazil,
Canada, France, Hong Kong, Italy, Japan, the Republic of Korea (Korea),
Mexico, Nigeria, the Philippines, Portugal, Macao, Saudi Arabia, Singapore,
Teiwan, the United Kingdom, and West Germany offer various remedies and
sanctions, both civil and criminal, that pertain to counterfeiting. Twelve of
these countries, Australia, Brazil, Canada, Prance, Japan, the Philippines,
Portugal, Macaso, Saudi Arabia, the United Kingdom, and West Germany, have
varying provisions for the prohibition of infringing imports by customs
authorities. It should be noted that there is a wide body of anecdotal
evidence suggesting that enforcement of any laws and regulations regarding
counterfeiting is often minimal or absent, particularly in many developing

counktries.
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0 The practice of product counterfeiting has spread from the
more traditionally counterfeited products--high-visi-
bility, strong-brand-name consumer goods——to a wide

dus a g.

Traditionally the goods most often targeted by counterfeiters were
consumer goods having strong brand-name identification and high price markups
based on the brand name, such as fashion appearel, jewelry, watches, and
records and tapes. The production of these goods tended to be labor intensive,
allowing free and inexpensive entrance to the market. The profit to be
attained from counterfeiting, as well as the limited risks associated there-
with, has resulted in the spread of counterfeiting into a greater variety of
consumer and industrial goods, including capital-intensive goods such as
computer hardware and automobile parts.

The following industry sectors and products were reported by respondents
to the Commission's questionnaire as having been subject to foreign product
counterfeiting during 1980-82. Of & total of 274 responses, B2 were
affirmative,

dustr ect Products counterfeited
Wearing apparel and foot- 25 product items l/--fashion and
wear. ) athletic apparel and footwear.
Chemicals and related 33 product items--agricultural
products. chemicals, cosmetics and

toiletries, drugs and pharma-
ceuticals, petroleum products,
and miscellaneous rubber and
plastic products.

Transportation egquip- 27 product items--a wide variety
ment parts and acces- of sutomobile parts and acces-
sories. sories, and aircraft parts.

Miscellaneous metal 17 product items--hand tools,
preducts, machinery, machine tool dies, industrial
and electrical prod- plug valves, video computer
ucts. hardware, video switchers,

speakers, circuit breakers
and fuses, battery packs,
wire connectors, integrated
cirecuite, and toasters.

1/ The term "product item" is used to encompass varying models of a single
product by a single respondent. Therefore, & respondent reporting separately
on three model numbers of a single product was recorded as reporting on one
product item,



Records and tapes—————- 8 product items l/--recorded
video and audio discs and
tapes, and blank tapes.

Sporting goodg————————= 8 product items--tennis and
golf equipment, and sports
balls.

Miscellaneous manufac~- 33 product items--luggage, hand-

tures. bags, and flat goods; writing

instruments; sunglasses;
jewelry; toys; computer soft-
ware; and video, arcade, and
other electronic games.

o Foreign counterfeiting of U.S.-produced food, beverage, and
tobacco products was negligible during 1980-82.

The Commission staff recorded a few unconfirmed reports of counterfeiting
of food, beverage, and tobacco products during their search of the relevant
literature. Although staff contacts with the industry uncovered no verified
instances of foreign counterfeiting of U.S. products, 16 gquestionnaires were
sent to major U.S. producers of packaged food products, alcoholic and
nonalcoholic beverages, and tobacco products. All 16 responses were
negative. There have been reports of U.5. counterfeiting of domestic products
(Texas onions eold as onions from Vidalia, Ga.) and foreigm counterfeiting of
foreign-produced products (soft drinks, whiskey, and cigarettes).

o e incidence of counterfeit in each of the affected
industry sectors increased during 1980-82.

Wearing apparel and footwear and records and tapes were the only industry
sectors subject to counterfeiting that did not show a steady increase in the
number of reported incidents of counterfeiting in both domestic and export
markets. Counterfeiting in both of these sectors appears to have matured to
the point that, for the most part, as the industry eliminates the source of a
particular counterfeit product, new counterfeits of the product are introduced
from other sources. In the remaining sectors, the types of products for which
counterfeits appeared increased during 1980-82.

The number of counterfeit product items reported by respondents in

domestic and export markets during 1980-82, by industry sectors, was as
follows:

1/ The total number of product items reported is misleeding in that records
of different titles reported by one respondent were listed as one product
item. Furthermore, some respondents deferred to a statement submitted by the
Recording Industry Association of America, Inc. (RIAA} in connection with this
investigation. An example of the size of the counterfeiting problem in this
industry is reflected in the RIAA's estimate that 213 titles were
counterfeited or pirated in Singapore alone in 1982.
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U.S. market Export markets

Industry sector

‘1980 1981 ° 1982 © 1980 ° 1981 1982
Wearing apparel and : : : : $ H

footwear--——-———c—meee: 13 13 : 14 : 16 : 19 : 17
Chemicals and related 5 : H : g 1

products—————m——m————— H 0 : 0: 0 : 14 : 18 : 25
Transportation equip- : : : :

ment parts and acces- : - : : : £

T R T R : T 3 8: 10 : 11 ; 11 : 18
Miscellaneous metal - : H : i g

products, machinery, H 3 : i :

and electrical prod- : : : : : -

L —————— 2: 4 : - 8 : 9 : 13
Records and tapes--———-- : 4 3 8 -~ 8 : - I 53 5
Sporting goods———--—-———-- : 2: 3: § : 4 : 4 : 6
Miscellaneous manufac- : : £ g : :

tures---—-==—eccecaaaaa: 4 25 : 25 : 16 : 21 : 22

Total--emm e 50 : 60 : 67 : 74 : B7 : 10%
0 § 1/ and eg similar to
ounterfeiti includin assi f nd pat d
i i in B 8 B a
cec d in each indu subject to cou iti
were most prevalent for automobile parts and accessories,
cals and related ucts ds, records
and tapes, toys, video games, and computer hardware.

Although practices similar to counterfeiting occurred in the apparel and
footwear sector, counterfeiting remains the most significant problem for U.S.
producers of these products. Conversely, counterfeiting of automobile parts
and accesgories is far less significant than paseing off and patent viola-
tions, particularly in the U.S. market. In the chemicale sector, passing off
and patent infringment--particularly for drugs and pharmaceuticals, agricul-
tural chemicals, and cosmetics and toiletries--outweigh counterfeiting.
Records and tapes, video games, and computer software all suffer from piracy
(copyright infringement). Gray market sales, particularly in the U.S. market,
are also a significant problem for the record and tape industry. In the
sporting goods and toy industries, counterfeiting is far rarer than patent
infringement and passing off.

1/ "Gray market sales" (also referred to as diverted goods, parallel sales,
and unauthorized sales) refers to goods bearing an authorized trademark that
are sold in contravention of a commercial arrangement. This can consist of
legal production by & licensee that is sold in markets restricted by the
licensing agreement, or deliberate unreported overproduction by a licensee
that is sold without the knowledge of the trademark holder.



xii

The following tabulation shows the number of product items (products that
also experienced competition from counterfeits and those that did not)
reported by 38 respondents to be experiencing competition in the U.S., market
or expcrt markets in 1982 from products competing under practices other than
counterfeiting:

: Trade :

: Gray mar- Patent f Copyright

Industcy sector ; ket sales d:;:‘fp;;- ;infrin;:ncnt;lnf:in;-n-ut
Wearing apparel and foot- : :
Wear--- - . : & i 14 : r S 5
Chemicals and related prod-: : : H
uctg——--= -—— - 8 : 18 : 6 : 0
Transportation egquipment i :
parts and accessories---=-: 3 9 : F 4
Miscellaneous metal prod- : : : P
ucts, machinery, and : : - :
electrical productg------ 3 3 : 15 : 4 : 3
Records and tapef--———————==: 5 1 : 1: 6
Sporting goods——————==-==—=; - 3 : 3 2
Miscellaneous manufac- i i - 3
tures—=-==c—- cmm 6 : 17 : 3 9
Total---——m——mm ey 36 : 76 30 : 29
o ou i . ducts a om-
Eg;ig; thrnugh ulgll_r tra de Erlct;ces are worldwide,
but ar East.

Respondents to the Commission's questionnaire cited 43 countries around
the world as sources of counterfeits of U.S. products during 1980-82. Thirty
countries in the Far East, Europe, Latin America, Oceania, and Africa were
cited as sources of products competing under trade practices similar to
counterfeiting in 1982. Taiwan was the leading source in both categories,
cited for 91 of the 151 counterfeited product items and 65 times for similar
unfair trade practices. Hong Kong (32 product items), Indonesia (18),
Singapore (17}, Korea (14), and the Philippines {13) were the next most often
reported sources of counterfeits. Following the Far East (1l countries) as
primary counterfeit sources were Latin America (15 countries), Europe (17
countries), the Middle East (9 countries), Africa (9 countries), Australia,
Canada, and India (see table 1 in app. D). Ten countries in the Far East were
cited as sources of goods falling under similar trade practices, followed by
Eurcpe (10 countries), Latin America (6 countries), Oceania (2 countries), and
Africa (Z countries) (table 2).

o ost common retai 13 agents for counterfeit d-
.5. ma are differe tha
export markets.

In the domestic market, respondents most often cited discount stores (30
product items) as retailers of counterfeit products. Next were street vendors
{24 items) and flea markets (23 items). Street vendors were the most commonly
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cited retailers of counterfeits in export markets (32 items), followed by
small retail business (28 items). Wholesalers were the most commonly
identified nonretail selling agents in both the U.S. market (35 items) and
export markets (46 items) (table 3).

© The United States is the largest single market for foreign
counterfeits of U.S. products.

Respondents reported that more than 62 percent (94) of the product items
reported to be counterfeited during 1980-82 were sold in the United States.

+]
the globe, but the Far East contains the most affected
foreign markets.

Respondents to the Commission's questionnaire listed 66 countries as
markets for foreign counterfeits of U.S.-produced goods (table 1). Hong Kong
(cited for 40 product items) and Teiwan (39 items) were the markets where the
largest number of different counterfeits occurred. A total of tem countries
in the Far Esst were reported as export markets affected by counterfeiting.
Following Hong Kong and Taiwan were Singapore (25 items), the Philippines (21
items), Indonesia (17 items), and Thailand (16 items). Latin America was the
second most affected region, with 15 market countries reported. Brazil (15
items) and Pename (14 items) were the most often cited Latin American markets,
followed by Venezuela (11 items), Chile (10 items), Mexico (9), Colombia (8),
and Argentina (7). Italy (18 product items) and the United Kingdom (16 items)
were most often cited in Europe (16 countries). In the Middle East (12
countries), the major markets for counterfeits were Israel and Kuwait (12
items each) and Saudi Arabia (9 items). Nine countries in Africa were cited,
led by the Republic of South Africa (10 product items) and Nigeria (6 items).
India (16 items) and Australia (11 items) were other major export markets
affected.

o Sales lost to foreign product counterfeiting increased from
$37.5 million to $49.2 million during 1980-82.

The following tabulation shows domestic and export sales reported lost
due to counterfeiting during 1980-82. It should be noted that a number of
respondents known to be suffering significant losses due to counterfeiting
could not gquantify these losses and that these figures therefore represent

minimum losses.
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U.S. market f Export markets

Industry sector z 5 - = - .
. 1980 ° 1981 © 1982 ° 1980 ' 1981 @ 1982

o . ]

|

CEI

Wearing apparel and -
footweAr- ~~==——cecce===: 9 790 : 14,450

19,430 : 7,700 : 8,500 : 7,630
Chemicals and related . . .

products: «===smeccece==; -1 - - : 3,200 : 1,470 : 860
Transportation equip- : : :

ment parts and acces- : : : :

BOr i@ e cmccc e == : 800 : 700 800 : 7,0%0 : 7,120 : 7,200
Miscellaneous metal : : : g

products, machinery, : :

1.170 : 1,350 : 2,350

el -3 - 230
Records and tapes-------: 3,570 : 1,400 360 : 1/ : Y : 1/
Sporting goods- -———----- - 300 : 760 1,620 : 100 : 210 : 1,660
Miscellaneous manufac- : : - - :
tureg--—~«s——recncasac- : 360 : 748 B69 : 1,225 : 2,348 : 5,882
23,630 :

@% &% fe#s @% ®® 8 E® EE EE EE W8 &% @8 8E EE & EE B

Total 2/---===—===- -: 15,020 : 18,060

-
v

i 22,450 @ 21,000 ; 25,600

1/ Not reported.
2/ Because of rounding, figures may not add to the totals shown.

%
o An estimated $6 billion to $8 billion of total domestic and

export sales were lost by U.S. industry due to foreign
product counterfeiting, passing off, and copyright and

A t Bme B du

Because a number of respondents affected by counterfeiting were unable to
estimate the effect counterfeiting had on their sales, the Commission staff
solicited estimates of total lost sales due to counterfeiting in 1982 from
various firme and associations in the affected industries. However, in most
cases estimates could only be provided on the combination of counterfeiting
and similar unfair trade practices. It is estimated from industry figures
that approximately $3 billion to $4 billion in domestic sales and in U.S.
export sales was lost by U.5. industry due to foreign counterfeiting and
similar practices in 1982. The estimates of these losses in 1982 for the
products covered by the Commission's questionnaire were as follows:



Industry sector 3 U.S. market : Export markets
: -Million dollars

Wearing apparel and footwear—-: 700 : 300
Chemicals and related prod- . :

ucts——- - 1/ : 170-240
Transportation equipment :

parts and accessories----—- t 2/ : 2/
Miscellaneous metal products, : :

machinery and electrical :

products -—: 10-15 : 30-45
Records and tapes---———————————: 400 : 258
Sporting goods- - : 250 : 350
Miscellaneoue manufactures----: over 200 : over 100

1/ Negligible.

2/ $3,000 million worldwide,

o ounterfeits are gpenera different ph cally or opera-

According to questionnaire respondents and written and oral testimony,
counterfeits are generally inferior in quality to the original product.
Counterfeits of wearing apparel and footwear tend to show less precise workman-
ship in the stitching and sewing, and can be made from inferior materisls.
Counterfeit cosmetics and toiletries may not be sterile, and perfumes and
colognes are often entirely different in composition. Counterfeit
agricultural chemicels and drugs may be totally ineffective, being composed of
a neutral agent. Counterfeit transportation equipment parts have been
reported to be manufactured of inferior raw materials, lacking nonvisible
safety features, or made to less-than-precise specifications. Counterfeit
electric circuit breakers and various other electrical consumer goods that
could not withstand normal or rated electrical loads were found. Counterfeit
records and tapes tend to exhibit inferior audio or video reproduction.

However, counterfeits capn and do function in a manner similar te that of
the original product, especially where the price of the original is more
dependent on & fashion name than on an inherent superiority over lower priced
goods. Inferior stitching does not prevent & piece of apparel from being
worn; it does, however, suggest a shorter product life span. Similarly, a
counterfeit watch is often perfectly adequate in keeping time.

Fifty-five respondents reported that counterfeits were operationally or
physically different from their product, 17 indicated that they were not, and
10 did not answer this question. Responses by industry indicating that
counterfeits differed in quality from their products ranged from 40 percent of
the respondents in the sporting goods industry to 100 percent of those in the
wearing apparel and footwear sector.
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goodwill for the trademark owner, causing lost sales
of both counterfeited products and noncounterfeited

products bearing the same trademsck.

A counterfeit product which is inferior in quality to the original may
through poor performance bias the user's mind against the legitimate product
if the consumer is unaware that the product iz not genuine. Even if the
consumer is aware of the existence of counterfeits, he may not feel competent
to distinguish counterfeit from original and may shy away from purchasing the
original. Furthermore, the existence of very low-priced counterfeits of high-
priced fashion goods, while not deceiving the purchaser, can devalue the
trademark simply through use. Of the 55 respondents indicating that counter-
feits of their products were different from the criginal, 45 indicated that
they had lost sales to the counterfeits due to loss of good will (in addition
to sales lost through substitution), and 23 respondents indicated that this
loss of good will extended to their noncounterfeited products. .

© Counterfeiting does not generally result in price supression
imat duct.

Only 12 of 73 respondents indicated that they had reduced prices as a
direct result of competition from counterfeiting--6 respondents in the
miscellaneous manufactures sector, 3 in the transportation equipment parts and
accessories sector, 2 in the miscellanecus metal products, machinery, and
electrical products sector, and 1 in the chemicals and related products sector.

Counterfeiting could alsoc result in price sﬂpprnu:iﬂn if the counter-
feiting was unknown to the affected firm and prices were reduced as a competi-
tive move because the reasons for lost sales or market share were misidenti-
fied. However, most firms aware of a counterfeiting problem prefer to attack
the problem itself, rather than compete with the counterfeits. For firms
where the high price contributes to the perceived value of the product and
trademark, a reduction in price could be detrimental teo sales.
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u d ar unfair trad

dust ubject ko
counterfeiting. 1/

Five industry sectors, wearing apparel and footwear, chemicals and
related products, automobile parts and accessories, records and tapes, and
sporting goods, estimated lost domestic and export sales due to foreign
product counterfeiting and similar trade practices at nearly $5.5 billionm in
1982. 2/ Assuming these lost sales to egual lost output, the Commission
estimates that spproximately 131,000 U.S8. jobs, including 127,000
manufacturing jobs, were lost in these sectors im 1982. 3/ The total
employment loss in the wearing apparel and footwear sector was 44,415 jobs,
including 42,899 manufacturing jobs. Between 2,292 and 3,236 jobs were lost
in the chemicals and related products sector (2,037 to 2,927 manufacturing
jobs); 47,462 jobs, including 45,666 manufacturing jobs were lost in the
automobile parts. and accessories sector, 20,822 jobs (20,198 manufacturing
jobs) in the records and tapes sector, and 15,860 jobs (15,330 manufacturing
jobe) in the sporting goods sector.

o U.S. industry efforts to combat foreign counterfeiting
; eased do (8] &, (<]

$12.1 million.

Respondents reported that their total costs of identifying, detecting,
and combating counterfeiting (through registration and enforcement of
trademarks) rose from $4.1 million in 1980 to $5.0 million in 1981 and to
$12.1 million in 1982 (table 4). 1In 1982 an additional 3$5.6 millien in
identification and enforcement costs was expended combating gray market sales
and practices similar to counterfeiting.

Identification and enforcement costs reported by respondents in domestic
and export markets during 1980-82 were as follows:

1/ Commissioner Stern notes that the above figure of 131,000 U.S. jobs lost
in 1982 is an estimate based on figures provided by selected industries
canvassed by the Commission steff and them further derived from the standard
calculations of the labor content of U.S8. output, imports, and exports. Buch
calculations ignore & number of additional factors, such as the reactioam of
exchange rates and the effects of output changes on labor output ratios.
Therefore, a number of caveats are necessary if these labor content estimates
are to be interpreted as actual employment effects. For example, a tariff
that restricts imports or a subsidy that promotes exports simultaneocusly
affects & number of other economic varisbles, many of which also affect trade,
such as the exchange rate. A review of the academic literature indicates that
the magnitude and, indeed, the direction of the employment effects of
counterfeit-induced changes in trade haes not been definitely determined.
Simply stated, an increase in imports does not necessarily cause a reduction
in aggregate domestic employment, and a decrease in exports does not
necessarily cause a decrease in aggregate domestic employment. These caveats
are explained more thoroughly in Commission Report on Investigation No.
332-154, U.S. Trade-Related Employment, USITC Pub. 1445, 1983,

2/ See page xx for individual sector losses.

3/ Employment loss is based on the U.S. Department of Labor input/output
model . ;
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Domestic market Export markets

Industry sector

¥
Ll
-
-

1980 ' 1981 1982

:

1980 ° 1981 1982

s fsm @8 wm =8

—————— 7.7, YT | T e——— S ———
Wearing apparel and H : - . H :
footwear- --—=—==——====: 454 : 602 : 2,831 : 505 : 826 : 1,373
Chemicals and related H : - - : H
products———————————— -1 -1 -t 688 : BEE : 749
Transportation equip- . : : : H -
ment parts and acces- : : : ¥ : -
sories-- —-— : TT s &7 : 60 145 156 : 159
Miscellaneous metal 2 F : 3 : :
products, machinery, : t 1 H :
and electrical prod- : H 5 : . :
UChB-———mmmmmmmmmm——e 116 : 142 242 : 218 : 358 : 414
Records and tapes---—-=-=-;: 20 : 20 90 : 127 : 160 : 203
Sporting goodg--=———c====; 18 : 36 : 45 : 40 16 : 150
Miscellaneous manufac- : ) . : 1 g
RUT@S——-—=————emseeee=: 1,390 : 1.419 : 3,113 : 309 : 255 : 678
Total-====== ——————==: 2,07% : 2,286 : 8,381 : 2,032 : 2,679 : 3,726

Forty-six out of 71 respondents indicated that they had registered their
trademarks with the U.S. Custome Service. Regigtration frequency varied among

the industry sectors. All 12 of the respondents reporting in the wearing
apparel and footwear sector had registered their trademarks, as had 15 of 17

respondents in the miscellaneocus manufactures sector; however, only & of 11
respondents in the chemicals and related products sector and 2 of 12 in the
transportation equipmen parts and accessories sector had done so0.

Most respondents that had not registered their trademarks had not done so
because they had not experienced competition from imported counterfelts in the
U.S. market. However, some of the respondents in the transportation sector
were unaware of this remedy.

a ere is a stap-hv—gte rocesg that most firms undertake
in attempting to find and stop countecfeiters.

The process begins with the detection of the existence of a counterfeitk.
Detection is followed by investigation into the origins and principals of the
counterfeit product and is in turn followed by attempts to prevent further
production. The process ends with enforcement action undertaken by the
legitimate manufacturer or trademark holder against the counterfeiter. EBach
step is dependent upon the succeses of the previous step. Investigators face
myriad obstacles in tracing the source of counterfeits and enforcing their
trademarks. The typical counterfeiter is reported to be a shrewd and elusive
businessman, quick on the move when pursued by a legitimate trademark owner.

Respondents to the Commission's questionnaire listed 10 methods of
detection, identification, and prevention of counterfeiting and & enforce-
ment methods (table 5). Chief among the former were investigations, by either
in-house or outside services, into counterfeit activities at all levels of
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production and distribution, cited by 50 respondents. Forty-three respondents
reported that they registered trademarks with the U.8. Customs Service as a
preventive measure. Other methods included using treined sales forces,
distributors, and licensees to monitor counterfeits in the fleld and at trade
shows, using anticounterfeiting devices (usually labeling), registering
trademarks in foreign countries, raising consumer aweareness of counterfeiting,
working with industry associations and coalitions to promote Government
action, and maintaining full-time in house legal and investigative staffs.

The two moet widely reported enforcement methods were initisting civil and
criminal actions against counterfeiters and against the sale of counterfeits
at all levels of distribution (35 respondents) and sending "cease and desist™
warning letters to counterfeiters at all levels (22 respondents). Also
mentioned were cooperation with criminal enforcement authorities, search and
seizure orders and police raids, temporary restraining orders, and verbal
warnings of impending legal actiom.

o B, & a c t sales of counterf [ ]
domestically and abroad is generally congidered im-—
a b [ b unt [ "

There exists a general view among the U.S. producers surveyed that unless
the profit stemming from counterfeiting is eliminated and the risks are
increased, no amount of industry sction will succeed in elimineting the
problem. Fifty firms responded to an open-ended question regarding proposed
U.S. Government action to combat counterfeiting (table 6). Sixty percent of
these respondents specifically supported passage of S. 875 and H.R. 2447,
providing criminal penalties for counterfeiting. Support for these bills was
nearly unanimous among U.S. producers that appeared at the Commiassion's
hearing and among those that submitted written statements. Twenty-one
respondents favored strengthening U.S. Customs Service surveillance efforts to
seize counterfeits at the border. Also suggested was increased aid by U.S.
embassies, consulates, and trade offices in assisting U.S. manufacturers in
the pursuit of imported counterfeits.

Recommendations on U.S. government action against counterfeiting in
foreign markets were more evenly distributed. Eighteen respondents supported
the proposed International Anticounterfeiting Code, 16 suggested that the
United States impose econmomic sanctions against countries known to harbor
counterfeiters, and 13 proposed that the United States make every effort to
encourage these countries to adopt effective anticounterfelting laws If they
have none and to improve and enforce current anticounterfeiting laws.

0 o -] ed erious b-—

lem by domestic retailers.

The Commission staff conducted telephone interviews with 50 major
retailing firms and two retailing and franchising associstions. Few of these
firms had firsthand experience with counterfeit goods, and counterfeiting was
not an aresa of major concern. Those firms having experience with counterfeits
cited clothing, jewelry, and perfume as the most commonly counterfeited items
discovered. In most instancee, the retailer contacted the legitimate
trademark holder or manufacturer and asssisted in tracking down the
counterfeits. Those retailers actively guarding against the purchase of
counterfeits buy merchandise only from reputable vendors and rely om their
buyers' training and product knowledge to avoid acquiring fraudulent goods.
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Flea markets and street vendors were most often per:eived by retailers as the
primary distributors of counterfelts.

Franchisers also reported little problem with counterfeit merchandise,
primarily because in most franchising operations involving products, the
distribution system is closely controlled by the franchiser. Their primary
problems in foreign markets are the preregistration of their trademarks by
others and the often short-term trademark protection provided to franchisers
in some countries.

Q sed a ounterfei .5,
v & tions ko
v .. B7 .B. 2447,

A number of individual retailers and three major retail trade
associations, representing 67,500 individual, general merchandise, department,
discount, and specialty stores in the United States, expressed sericus
reservations about the operation of U.83. anticounterfeiting efforts as
embodied in the proposed admendments to the Lanham Act. They felt that the
legislation is aimed more at the retailers than at the actual counterfeiters,
subjects retailers to severe criminal sanctions, could be used by
manufacturers for price and supply maintenance, and fails to distinguish
between intentional and unintentional possession or sale. PFurther, they feel
that there are inadequate safeguards against, and remedies for, malicious
prosecution.



PRODUCT CQUNTERFEITING-AN OVERVIEW
Definition

There ie no one definition of product counterfeiting that is universally
accepted. For the purposes of this investigation, product counterfeiting is
defined as any goods bearing an unauthorized representation of a legally
registered trademark if those goods are similar or identical to the product
for which the trademark is registered. This definition does not include the
following: (1) unregistered trademarks; (2) copyright infringements; (3)
patent infringements: (4) the unauthorized use of & trademark on a
substantially nonsimilar product; (5) "passing off"--the use of a similar, but
not identical, tredemark on a substantially similar product, or the use of
gimilar or identical packaging without the trademark; or (6) "gray market™ or
parallel sales--the sale of products bearing an authorized trademark in
contravention of a marketing agreement.

Although it is acknowledged that certain definitions of counterfeiting
encompass some or all of these secondary practices and that all of them can be
and are used as & method of wrongfully benefiting from the good name of a
legitimate producer, the Commission's definition has been limited for a number
of reasons. As & matter of practicality and potential usefulness in
international negotiations, the Commission's definition coincides with the
definition of counterfeiting in the proposed General Agreement on Tariffs and
Trade (GATT) International Anticounterfeiting Code. 1In addition, there is a
problem in clearly defining practices, other than trademark counterfeiting on
an identicel or similar product, as pure counterfeiting. The intent of
counterfeiting is to wrongfully benefit through deceit from the efforts of a
firm to establish and maintain & product or corporate image (whether for
fashion, reliebility, quality, or value) with the consumer or public at
large. Ideally such an effort should be undetectable by the average prudent
consumer or observer, but, in any case, must be successful in deception teo
achieve the intent. The exact duplication of & registered trademark on an
identical or similar product is inarguably always intended to produce this
result, and is most successful in doing so. With regard to copyright and
patent infringements, even on similar products, and passing off, there is a
gray area for which it is impossible to consistently define the point at which
the average observer is deceived or is likely to be deceived, and thus the
acquisition of verifiable data on the effects of such practices is
impractical. With regard to gray market sales, it is not the product (which
bears an authorized trademark), but the particular area or mode of sale that
offends. With regard to unregistered trademarks, ownership, and therefore
intent, may be in question. 1/

Deception of the initial purchaser is not always necessary or intended,
nor is the counterfeit product always vastly inferior in quality (at least as
far as function) to the originel, although such is generally the case.
Expensive designer watches can be used to demonstrate both exceptions. A
counterfeit of a $2,000 designer watch selling for $35 on the street corner is

'|""q

1/ The counterfeiting of momey, credit cards, and financial instruments is
not included in this study becausz these items are not considered "products”

per se.



unlikely to deceive even the most unaware purchaser. However, the purchaser
may in full knowledge purchase the counterfeit as a gift or for his own use in
lieu of an unaffordable original, and, in both cases, the ultimate consumer or
observer may be deceived. Presuming that the price of the original is based
primarily on the quality of nonfunctional features or the manufacturer's name,
the counterfeit may also function as well as the original as a timepiece.
Regardless of the quality of a counterfeit or actual deception of the
purchaser, the sale of & counterfeit still represents damage to the
manufacturer, if not through a lost sale, then through the devaluation of the
brand name.

Although counterfeiting occurs worldwide, the subject of this
investigation is foreign product counterfeiting and its effects on U.S.
industry. Therefore, the data collection was targeted at products produced in
the United States for domestic or export sale that were counterfeited in
foreign countries for sale in the country of production, the United States, or
third-country markets.

International Conventions Relating to Counterfeiting

There are st present nc international agreements to which the United
States is & party which relate exclusively or primarily to counterfeiting.
There are, however, a npumber of international agreements which do bear on
counterfeiting. Foremost among these is the Paris Convention om Industrial
Property. The various Inter-American trademark conventions are also important.

Paris Convention on Industrial Property

This multilateral agreement on industrial property, including trademarks,
wag originally entered into on March 20, 1883. It was revisged in 1900
(Brussels revision), 1911 (Washington revision), 1925 (The Hague revision},
1934 {(London revision), 19358 (Lisbon revision), and 1967 (Stockholm
revision). The Stockholm revision entered intoc force for the United States on
September 5, 1970, with the exception of articles 1 through 12, which entered
into force for the United States on August 25, 1973. 21 UST 1583; 24 UST
2140; TIAS 6923, 7727. )/ As of January 1, 1983, nearly 80 countries were
gignatories to the Stockholm revision. 2/

The convention contains substantive provisions which are variously
considered self-executing by the signatory countries, depending on their
national law. By virtue of article 2, the national treatment provision,
persons entitled to the benefits thereof enjoy in signatory countries the same
protection and the same legal remedies against any infringement of their
trademarks as nationals of those countries. This is an extremely important

1/ The text of the Stockholm revision appears in app. E.

2/ A list of these signatory countries appears in app. F. U.S. law also
requires that bilateral commercial treaties with countries not signatory to
the Paris convention must contain provisions to ensure trestment to U.S.
nationals which is no less favorable thenm that afforded by the Paris
convention (19 U.5.C. § 2435(b)(4)).



provision since it insures that U.S8. citizens and firms will have access tc
the courts of other signatory countries and be fully entitled to the benefit
of their national laws, including their trademark laws. Beneficiaries also
enjoy special rights and advantages defined by the convention over and above
the rights and adventages which nationals enjoy under the national law of each
country. 1/ Disputes may be negotiated or brought to the International Court
of Justice by one of the parties unless jurisdiction has been reserved or
renounced by the other party. Other methods of settlement are permissible. 2/

Trademarks are not defined in the Paris convention, and their treatment
is left largely to national law, which in most cases provides for registration
of trademarks. Every signatory country may and does determine, as it sees
fit, the sanctions and remedies against any acts of infringement. 3/ However,
the convention has, since its original adoption, provided article 9 for the
application of special measures of repression with respect to articles bearing
infringing merks when quick and effective action is necessary.

Article 9 provides that goods illegally bearing a treademark shall be (1)
seized on importation, (2) prohibited from importatiomn, or (3) subjected to
the remedies available in such cases to nationals, in that order, depending on
the provisions of national law. Article 9 does not impose an obligation on
signatory countries to create or meintain national law permitting such selzure
or prohibition. Counterfeiting is certainly encompassed within the provisions
of article 9.

The Paris convention also contains provisions relating to commercial or
trade names in article 8 over and above the national treatment provision of
article 2. This provision has been stated to be self-executing, but may not
be as useful as it once was because most signatories have enacted legislatiom
for, or have developed jurisprudence on, the protection of commerciasl names.
Article 8 incorporates the remedies of article 9,

The Paris convention also contains provisions relating to the protection
of indications and appellationes of origin in article 10 over and above the
national treatment clause of article 2; article 10 bis similarly addresses
unfair competition. The sanctions stipulated in article 9 are applicable

. 1/ These are expressed in the provisions of arte. 1, 4, 4 bis, 4 ter, 4
quater, 5, 5 bis, 5 ter, 5 quater, 6, 6 gquater, & quinquies, 6 septies, 7, 8,
10, 10 bis, and 10 ter.

2/ These disputes are, of course, resolved at the country level. Generally,
an individual or firm has no standing to participate in the dispute resolution
procedure. However, an individual or firm who feels that he has been
discriminated against or otherwise not accorded the benefits of the convention
by & particular country may petition his government to begin dispute
resolution procedures. U.8. nationals mey be able to take advantage of sec.
301 of the Trade Act of 1974 (19 U.S5.C. § 2411).

An extended discussion of the Paris convention may be found in
Bodenhsusen, Guide to the Application of the Paris Convention for the

Protection of Industrial Property, (World Intellectual Property Organizationm,
Geneve, 1968).

3/ Two special cases of infringement are addressed in arts. 6 bis
(well-known marks) and 6 septies (unmauthorized registration by agent).



against the acts referred to in article 10, but article 10 bis does not
specify any sanctions.

A diplomatic conference on further revision of the Paris convention was
begun in Genmeva in March 1980 and continued im Neirobi in 1981. The third
session was convened in October and November 1982, after which the conference
adjourned. It is not anticipated that any revision agreed to will affect the
trademark provisions of the convention in any substantial manner.

ar= an conventions on trademarks

The United States has been signatory to a series of inter-American
trademark conventions entered into from 1910 through 1929. These conventions
include provisions similar to those of the Paris convention for the protection
of trademarks, trade names, and indications of origin. They have become
largely superfluous since most of the states involved are now also signatories
to the Paris convention. The United States is a party to three conventions
involving different countries, as follows: Buenos Aires Conventiom, 1910 1/
{Bolivia, Ecuador, and Uruguay); Santisgo Conmvention, 1923 2/ (Brazil and the
Dominican Republic); Washington Convention, 1929 3/ (Colombia, Cuba,
Guatemala, Haiti, Honduras, Nicaragua, Panama, Paraguay, and Peru). Uruguay,
Brazil, the Dominican Republic, Cuba, and Haiti are signatories to at least
cne version of the Paris convention.

Posgible future international agreements

The United States and several of its trading partners have been working
together to develop an agreement to combat trade in counterfeit goods. A
draft text of a possible agreement, formally entitled "Agreement on Measures
to Discourage the Importation of Counterfeit Goods.," 4/ was first developed in
1979 at the end of the Tokyo round of Multilateral Trade Negotiations (MIN).
Because negotiations among the GATIT members were begun very late in the MIN,
most of them preferred to proceed carefully with the proposed agreement,
rather than include it in the MIN agreements.

Since 1979, there have been further discussions, particularly among the
United States, the Buropean Community, Canada, Japan, and Switzerland, which
have led to several revisions of the proposed agreement. In September 1982,
informal multilateral discussions in Geneva resulted in a single draft text
which was circulated among GATT member countries in preparation for the GATT
Ministerial Conference. The result of the GATT Ministerial Conference was to
direct the Director General of the GATT to refer the draft agreement to the
World Intellectual Property Organization (WIPO) for comment before
establishing a working party within the GATT. The Secretary—General of WIPO
indicated that the Secretariat would only undertske new activity in the field

1/ 39 8tat. 1675; IS 626; 1 Bevans J72.

2/ 44 Stat. 2494; TS 751; 2 Bevans 395.

3/ 46 Stat. 2907; TS 833; Z Bevans; 124 LNTS 337.

4/ The text of the most recent draft of the proposed code is reproduced in

app. G.



of counterfeit goods if instructed to do so by the governing bodies of WIPO.
The report of the Director-General and the question of a working party are now
before the GATT Council.

The draft agreement consists of & preamble, nine articles, and general
notes on the articles. As set forth in the preamble, the purpose of the draft
agreement is to "discourage international trade in counterfeit goods" and to
deprive parties to the importation of counterfeit goods of the economic
benefits of such transactions. Article 1 provides that the signatories shall
discourage international trade in counterfeit goods by dealing with imported
counterfeit goods "in & manner that deprives the persons involved of the
economic benefits of the transaction and provides an effective deterrent to
international trade in such goods." As part of this effort, the counterfeit
goods "should be prevented from reaching the commercial market."” Nominal
quantities of goods intended for personal use and not for sale may be exempted.

Article 1 defines counterfeit goods as "any goods bearing an unauthorized
representation of & tredemark that is legally registered in respect of such
goods in the country of importation.™ This definition does not apply to goods
which have been produced or marketed under a protected trademark by the owner
of the trademark right, or with his consent, or to goods bearing an authorized
trademark which are imported in contravention of a commercial arrangement. _
The definition of "counterfeit goode™ is, by note 1, limited to imported goods
with trademarks that are identical or substantially identical to the legally
protected mark. PFurther, signatories with registration systems for trademarks
may require such registration as & precondition to the application of
procedures required by the code. Article 1 provides that the terms
"trademark” and "imported goods"” shall be defined by the law of the country of
importation. The agreement will not be self-executing: article 1 provides
that "the intellectual property laws of any party shall not be changed” by
adhering to the code.

Article 2 obligates signatory countries to provide owners of trademark
rights with the judicial or administrative means necessary to initiate
procedures against imported counterfeit goods before they are released by
customs authorities. Persons taking advantage of such procedures will be
required to establish their rights to protection and to show that counterfeit
goods are being, or are about to be, imported. Such persons may be required
to provide an indemnity bond. Where the authorities are satisfied that the
goods are reasonably suspected of being counterfeit, they are to detain,
seize, or maintein jurisdiction over the goods and to prevent the sale or
other disposition of the goods pending a final determination as to whether the
goods are indeed counterfeit. Alternative procedures will be acceptable, but
persons affected by any procedure adopted are to be promptly informed of any
actions taken. The criteria for determining whether imported goods are
counterfeit are to be no less favorable than those used with respect to
domestic goods, and such determinations are to be made fairly and without
undue delay. The trademark owner may be permitted to terminate any action
taken. Where retention of the goods is based on an interim order of the
authorities and a final order is required, the importer may dispose of the
goods if the trademark owner does not apply for a final order in a reasonable
period of time.



Article 3 provides thet once the imported goods are determined Lo be
counterfeit--

they shall be disposed of in such a way so as to deprive
the parties to the importation of the counterfeit goods of
the economic benefits of the transaction and to provide an
effective deterrent to further transactions involving the
importation of counterfeit gocds.

To the greatest extent poseible, counterfeit goods are to be forfeited and
disposed of outside commercial channels.

Article 4 provides the importer with a right to judicial review of any
final decision of the authorities.

Article 5 reguires all implementing laws, ragulations, general
suministrative rulings, &iab pruiaduces to be published and judicial decisions
to be made available to other signatories., The signatories are to cooperate
with and assist one another in implementing the agreement.

Article 6 provides that the notes to the articles form part of the
agreement and are austhoritative.

Article 7 deals with the enforcement of obligations of the signatories.
It would establish a "Committee on Measures To Discourage the Importation of
Counterfeit Goods," composed of representatives of the signatories, for the
purpose of consultation on the operation of the agreement. Consultation and
settlement of disputes with respect to any matter affecting the operation of
the agreement would be subject to the procedures of articles XXII and XXIII of
the GATT and the Understanding Regarding Notification, Consultation, Dispute
Settlement and Surveillance.

Article B provides that signatories which are developling countries may
delay application of the agreement for up to 2 years on notice to the Director
General of the GATT. Developed country signatories are to assist less
developed country signatories in the implementation of the agreement.

Article 9 provides for the acceptance of and accession to the agreement,
reservations, entry inte force, amendments, and withdrawal. It also provides
that each signetory must insure, not later than the date of entry into force
of the agreement, the conformity of its procedures relating to trade in
counterfeit goods with the provisions of the agreement. The committee
established by article 7 is to review the implementation and operatiom of the
agreement annually and to report to the signatories. Article 9 specifically
contemplates the possibility of expanding the coverage of the agreement to
include trade in counterfeit goods involving other intellectual property
rights besides trademarks. 1/

1/ Purther discussion of the draft code may be found in Walker, "A Program
To Combat International Commercial Counterfeiting,"” 70 Irademark Reporter 117
{1980); Olenick, "Draft International Anticounterfeiting Code, Neo-Realism as
a Vehicle for Analyzing the Effect of Nonsignetories' Perceptionsz on the
Development of an Anticounterfeiting Norm," 15 Vanderbilt Journal of
Transnational Law 803 (1982Z); and Walker, "The Evolution and Status of the
International Anticounterfeiting Code,™ 11 Industriasl Property 325 (November
1982).




U.8. LEGISLATION ON COUNTERFEITING

Federal Statutes Relating to Counterfeitinmg

The Lanham Act

The Lanham Act (Trademark Act of 1946, as amended; 15 U.8.C.
§§ 1051-1127) ie the principel statute releting to trademarke in the United
States. 1/ It establishes & Federal registration system for trademarks,
accords registered trademarke certain benefits not available under state law,
and provides remedies for infringement of registered marks. 2/ Although the
registration system is two tiered, comprising a Principal Register and a
Supplemental Register, benefits accrue largely to the trademarks on the
Principal Register.

Infringement; counterfeiting.--Infringement is defined as a simulation of
the mark which causes a likelihood of confusion:

Any person who shall, without the consent of the registrant:

(a) use in commerce any reproduction, counterfeit, copy, or
colorable imitation of a registered mark in connection with the
sale, offering for sale, distribution, or advertising of any
goods or services on or in connection with which such use is
likely to cause confusion, or to cause mistake, or to deceive;
or

(b) reproduce, counterfeit,, K copy or colorably imitate &
registered mark and apply such reproduction, counterfeit, copy,
or colorable imitation to labels, signs, prints, packages,
wrappere, receptacles or advertisements intended to be used in
commerce upon or in connection with the sale, offering for
sale, distribution, or advertising of goode or services on or
in connection with which such use is likely to cause confusion,
or to cause mistake, or to deceive shall be liable . . . . [15
U.8.C. § 1114(1).]

Counterfeit marks are, as noted; expressly covered by the foregoing
provision. A counterfeit mark is defined as "a spurious mark which is
identical with, or substantially indistinguishable from, a registered mark."
15 U.8.C. § 1127. Wwhere a maerk has been counterfeited, liability depends on
proof of likelihood of confusion. Where the counterfeit mark is used on

1/ The text of the Lanham Act is reproduced in app. H.

2/ In contrast to trademark rights in meny countries, those in the United
States (e.g., the right to exclusive use of the trademark) are created by use,
not registration. Indeed, trademarks cannot be registered under the Lanham
Act unless they are already in use in interstate or foreign commerce.

However, registration gives the trademark owner significant advantages, e.g.,
s presumption that his trademerk is valid, comstructive notice of his
exclusive rights, and access to the Federal courts. Although the Lanham Act
is primarily directed to registered trademarks, it contains a provision, sec.
43(a), which has been widely interpreted by the courts to protect unregistered

trademarks as well.



identical goods, intent to confuse is usually found and likelihood of
confusion is generally inferred from such intent. In other words,
infringement is generally easy to establish in a trademark counterfeiting case.

Procedure; reljef.--The trademark owner commences actions for
infringement by filing a complaint in the appropriate U.S. district court,
that is, the district court having personal jurisdiction over the defendant.
Proceedings in the District Courts are governed by the Federal Rules of Civil
Procedure and the Federal Rules of Evidence. Appeal is to the appropriate
United States Court of Appeals, that is, the court of appeals for the judicial
circuit in which the district court sits. Further review may be had by the
United States Supreme Court on certiorari. .

The court may enjoin future infringement and make an award for past
infringement. 15 U.5.C. §§ 1116-1117. The award may include the defendant's
profits, any damages sustained by the plaintiff, and costs of the action. The
court may also award attorney fees in exceptional cases. In sssessing
profits, the plaintiff is only required to prove defendant's sales; the
defendant must prove all elements of cost or deduction claimed. An award of
both profits and damages is rare, but prevailing trademark owners are normally
awarded costs. The court may increase any award of profits and may treble any
damages awarded. In addition, the court may order that--

all labels, signs, prints, packages, wrappers, receptacles,
and advertisements in the possession of the defendant,
bearing the registered mark, or any reproduction,
counterfeit, copy, or colorable imitation thereof, and all
plates, molds, matrices, and other means of making the
same shall be delivered up and destroyed. [15 U.S.C. §
1118.]

A preliminary injunction may be granted under the usual rules, i.e., that
there is & likelihood that the plaintiff will ultimately succeed on the merits
and suffer irreparable harm if the preliminary injunction is not granted.
Temporary restraining orders (TRO's) may be issued in advance of any
preliminary injunction. Such TRO's may be issued ex parte and may include
search and seizure orders supervised by U.S. marshals. 1/

Enforcement of injunctions is by contempt proceedings. These may be
begun in the district court issuing the injunction or any other district court
in whose jurisdiction the defendant may be found. 15 U.S.C. § 1116.
Enforcement of an award of profits or damages depends upon the existence of
assets of the judgment debtor in the district where the court making the award
sits or in the districts in which it is subsequently registered. Assets of a
judgment debtor located abroad may be executed abroad by registration or by a
geparate action on the judgment in the local court. However, whether a
judgment will be recognized and enforced abroad depends on the national law of
the foreign country involved.

Trademark infringement actions in the district courts are comparatively
short, particularly if only injunctive relief is sought. Individual cases are

1/ See, b-Fina 8 j i S.p.A. V¥
Kitchen, 219 USPQ 40 (S.D. Fla. 1982), and cases cited therein.



* comparatively inexpensive, but there may be numerous infringers who cannot all
be joined in one action. Furthermore, enforcement of injunctive or money
relief may require subsequent enforcement proceedings, adding to the expense.
On the other hand, counterfeiting, because of ite inherent willfulnese, iz a
prime candidate for treble damages and the award of attorney fees, as well as
the usual court costs.

t bi nfringi i 8.--In addition to an actiom for
trademark infringement, the trademark owner may record his registered
trademark with the U.8. Customs Service, which will then prohibit entry of
goods bearing infringing merks. Coordinate provisions appear in the Lanham
Act, 15 U.S.C. § 1124, and the Tarlff Act of 1930, 19 U.S5.C. § 1526. The
Lanham Act provision simply provides, inter alia, that "no article of imported
merchandise . . . which shall copy or simulate & trademark registered in
accordance with the provisions of [the Act] . . . shall be admitted to enktry
at any customhouse of the United States . . . . ™ The Tariff Act provision
declares that--

it shall be unlawful to import into the United States any
merchandise of foreign manufacture if such merchandise, or
the label, sign, print, package, wrapper, or receptacle,
bears a [registered] trademark owned by a citizen of, or
by & corporation or essociation created or organized
within, the United States

and provides for seizure and forfeiture as well as liability for injunctive
and monetary relief for infringement under the Lanham Act; it also contains a
special provision for the importation of counterfeit goods, 19 U.3.C.
1526(e). Under that special provision, counterfeit goods are treated more
severely than other goods bearing infringing marks, since they must be
forfeited and disposed of by the Government outside commercial channels even
if the counterfeit marks are removed. With reepect of other goods bearing
infringing marks, they may be imported if the marks are removed or reexported
if they are not.

19 U.S.C. § 1526 is limited to protecting U.S. citizene and firms;
15 U.8.C. § 1124 extends to foreign firms as well. The Customs Service
embraces both statutes in its implementing regulatiomns. 19 C.F.R. Part 133. 1/
However, the Customs Service provides no protection where the trademark om the
foreign goods is owned by the U.S5. trademark owner or where the foreign and
U.S. tredemark owners are subject to common ownership or comtrol. 19 C.P.R.
§ 133.21(c)(1) and (2Z). This exception has been criticized as not in
conformity with 15 U.S.C. 1124,

The cost of recording is minimal: %190 for each trademark and class of
trademark registration and 1,000 copies of the registration certificate, plus
a status copy of the registration certificate. 19 C.F.R. § 133.3.

1/ Customs' implementing regulations also cover foreign and domestic
commercial names not registered as trademarks, which are protected by 15
U.s.C. § 1124 but not 19 U.8.C. § 1526, but do not refer to false designations
of origin, which are mentioned in 15 U.S.C. § 1124 but not 19 U.S.C. § 1526,
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Implementation procedures are detailed in the Customs Service Policy and
Procedures Manual, Manual Supplement No. II-3500-20, September 1, 1982. 1/

t a @

There are no other Federal statutes which are directed against
counterfeiting of registered trademarks in general. However, there are
several which are directed against counterfeiting of specific products or
circumstances which would include trademark counterfeiting. The Food, Drug
and Cosmetic Act makes it & crime to counterfeit drugs, foods, or cosmeties
with intent to defraud, 21 U.S.C. § 301 et seg. The recently enacted Piracy
and Counterfeiting Amendments Act of 1982 makes record and tape piracy a
ecriminal offense. 18 U.S.C. § 2318. The mail and wire fraud statutes have
been used in certain cases in which the counterfeiters have used the mail or
wires. 18 U.S.C. §§ 1341 and 1343. Both section 5 of the Federal Trade
Commission Act, 15 U.S.C. § 45, and section 337 of the Tariff Act of 1930,
19 U.s.C. § 1337, prohibit unfair practices generally, which would include
counterfeiting. The former does not create a private right of action,
however; the latter is discussed later in this report.

State statutes

All states have enacted trademark statutes providing for registration of
marks and protection of registered marks. These statutes are analogous to the
Lanham Act and are based on the model State trademark law drafted by the
United States Trademark Association. Unregistered marks may be protected
under state unfair competition laws. In addition, many States have enacted
their versions of the Uniform Deceptive Trade Practices Act, which also bears
on counterfeiting. 2/

Belief Available Through the U.S5. Customs Service
and the U.S. International Trade Commission

Two avenues for protecting intellectual property rights such as patents,
trademarks and copyrights are U.S5. Customs Service procedures for the
recordation of registered trademarks or copyrights and sectiom 337 of the
Tariff Act of 1930. Once recorded, Customs will not permit the importation
of the recorded item, unless the owner of the registered trademark or
copyright authorizes the importation. Section 337 of the Tariff Act of 1930

l/ A more detailed discussion of this subject is provided in this report in
the section on relief available through the U.S, Customs Service and the U.S,
International Trade Commission. See also, Kuhn, "Remedies Available at
Customs for Infringement of a Registered Trademark,"” 70 Irademark Reporter 387
(1980), and Orandle, "U.S. Customs Administration of Patent, Trademark, and
Copyright Law,” (BNA 1983).

2/ An excellent summary discussion of these lawe and indeed the entire
counterfeiting problem may be found in Rakoff and Wolff, "Commercial
Counterfeiting and the Proposed Trademark Counterfeiting Act,™ 20 American

Criminal Law Review 145 (1982).
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{19 U.8.C. § 1337), provides a forum for the resolution, generally within one
year, of trade disputes involving not only registered trademarks and
copyrights, but alsoc many other intellectual property causes of action such as
patent infringement, common law trademark infringement, and theft of trade
secrets. When & section 337 violation has been shown, the Commission may
direct the Customs Service to exclude infringing products or issue cease and
desist orders.

Thie section of the report addresses infringement of registered
trademarks -- the focus of the survey conducted by the Commiesion. However,
the same procedures used to address registered trademark infringement are also
used for litigating other unfair competition guestions, such as patent
infringement, common law trademark infringement, 1/ and copyright
infringement. Moreover, there are instances where intentional infringement of
the intellectual property rights, other than registered trademarks, raise
similar questions regarding the need for a remedy against foreign importations.

Recordation of a registered trademark or copyright with the U.S. Cugtoms
Service

The owner of & registered trademark 2/ or of s copyright 3/ has an
inexpensive, simple procedure for protecting his products from being
infringed. However, the procedure is not available for other types of
intellectual property such as patents or common lew trademarks. It also does
not currently apply to "parallel importations," where products manufactured by

1/ A prerequisite to a showing of common law trademark infringement is the
establishment of & common law trademerk. A trademark indicates origim or
ownership, guarantees quality or constancy, and entitles the owner to
advertise goods or services bearing the mark. After establishing that the
mark functions as & trademark, i.e., that it indicates the source of the goods
or services, the complainant in a common law infringement action must
establish that he has an exclusive right to use of the mark and that the
unauthorized use of the mark by another causes & "likelihood of confusion.”™
See McCarthy, Trademarks and Unfair Competition, sec. 23.1 (1973).

2/ The requirements for registering & mark on the principal register are as
follows: (1) the mark must be used to identify and distinguish goods or
services. A trademark is any word, name, symbol, or device which identifies
the source of goods or services and distinguishes them from those of others;
{2) the mark must be used in interstate commerce prior to the application; (3)
the mark must be affixed to the goods or in displaye or advertising associated
with the goods or services; (4) the application should identify the goods or
gervices on or in connection with which the mark is used; and (5) if the mark
ie not arbitrary or inherently distinctive, adequate proof that consumers
ageociate the mark and the goodes or services with a eingle source. 15 U.S8.C.
§§ 1051, 1052, 1127.

3/ A copyright is & right granted by Federal statute to the suthor or
originator of certain literary or artistic productions, whereby he is
invested, for a limited period, with the scle end exclusive privilege of
multiplying copies of the same and publishing and selling them. Black's Law
Dictionary. The Federal Copyright Act, 17 U.S.C. § 1 et seq., preempts all
State copyright laws.
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the trademark owner or his licensees for sale in other countries are imported
into the United States. (19 C.F.R. § 133.22(c)(3)). Recently, two courts
have found that parallel importationm constituted trademark infringement, 1/
and Customs is reportedly considering changing its regulations to cover
parallel importation. 2/

Section 526(a) of the Tariff Act of 1930 (19 U.5.C. § 1526(a)), makes it
unlawful except in a few narrowly defined instances to import an item bearing
a trademark registered without authorization from the trademark owner if the
certificate of registration is filed with the Secretary of the Treasury.
Section 526(e) makes such goods subject to seizure by Customs. Similarly,
section 603(c) of the Copyright Act of 1976 (17 U.S.C. § 602(b)) makes it
unlawful to import copyrighted material without authorization from the
copyright owner, and section 101 makes such materials subject to seizure by
Customs.

Since the Customs Service's Rules regarding the recordation of trade-
marks 3/ and copyrights 4/ are generally the same, the following discussion
will only treat in detail the rules relating to trademarks. The treatment of
trademarks and copyrights differ only by what Customs does after it has seized
the products.

Section 133.2 of Customs Service Rules (19 C.F.R. § 133.2) sets forth the
information required to be im the "application for recording a trademark.”™
The application must be accompanied by a certified copy of the registration,
five copies of the certificate, and a fee of $190 for each class of goods for
which the trademark is registered. (19 C.P.R. § 133.3). 35/

Although all goods bearing either the recorded trademark or a mark likely

to be confused with the recorded trademark are subject to seizure 6/ (19
C.F.R. § 133.21(a)) the rules provide for different treatment of "counterfeit"

1/ Model Rectifier Corp. v. Takachiho Int., Ine., _ F.2d __ (Ca. No.

B2-5695 9th Cir. 1983); & Howell: Mamiye v. Masel Su Co., 548 F.Supp.
1063 (E.D.N.Y. 1982), 'd on oth rounds and vacated and r ded, Dkt.
No. 82-7867 (2d Cir. Oct. 4, 1983), (failure to consider the irreparable
injury prong of the preliminary injunction test was the basis for the
decision, thus the court did not consider whether parallel importation
constituted trademark infringement).

2/ BNA Int. Inc., 1 Trade U.S.A. 4 (September 1983).

3/ Tradenames may alsc be recorded with Customs even though they are not
registered with the Patent and Trademark Office. (19 C.F.R. §§ 133.11-133.15).

4/ 19 C.P.R. §§ 133.31-133.46. It should be noted that these rules have not
been revised to take into account the "new” Copyright Act of 1976 (17 U.S.C. §
101 et seg.). However, Customs has published proposed regulations which will
be in conformance with the new Copyright Act. 48 F.R. 31245-31249, (July 7,
1983).

5/ The rules require 1,000 copies. However, in actual practice Customs only
requires five copies.

6/ Goods imported for the importer's personal use are exempt from seizure if
the importer imports only ome article. (19 C.F.R. §§ 133.21(c)(7), 148.55).
This exemption is only available with respect to "trademarked™ items. No such

exemption exists for copyrighted items.



13

marks and those which are merely likely to be confused. (19 C.F.R. §§
133.21(b), (d), 133.23(b)(3)). A "counterfeit" mark ieg defined as a mark
which is identical or substantially identical to the registered trademark.

(15 U.s.Cc. § 1127; 19 C.F.R. § 133.23(a)). If the imported goods bear a
counterfeit mark, Customs will notify the trademark owner of the seizure and
the owner has 30 days to decide whether to consent to importation of the
goods, exportation, entry after obliteration of the mark, or other appropriate
disposition. (19 U.8.C. § 1526(e); 19 C.F.R. § 133.23a(c)).

If, however, the mark is not & counterfeit mark, but is likely to be
confused with the recorded mark, the goods will be released if the confusing
mark is removed or obliterated inm such & manner that it is illegible and
incapable of being reconstituted into a confusing mark. (19 C.F.R. §
133.21(c)(4)). In determining likelihood of confusion, Customs applies the
same tests utilized by the courts. See, e.g., C.5.D. 80-39, 14 Customs
Bulletin at 787 (1980); C.S.D. 80-77, 14 Customs Bulletin at 851 (1980). It
determines whether an unsophisticated buyer of the product at the retail level
would likely be confused into believing the imported product was the recorded
mark. Indeed, the Second Circuit in Montres Rolex SA v. Snyder, _ F.2d _ ,
26 BNA Patent, Trademarks and Copyright Journal (2d Cir. October 1983),
affirmed the granting of & writ of mandamus by the lower court directing
Customs to use the ordinary consumer test.

8imilarly, Customs applies the test utilized by the courts to determine
copyright infringement, i.e., Customs determines whether an ordinary observer
would consider the imported product to be the same as the copyrighted
material. See, e.g., C.S.D. 80-173, 14 Customs Bulletin 1021 (1980).

If, after the article has been allowed to enter the United States, i.e.,
released, Customs determines that an article is subject to seizure, it will
make a demand for redelivery of the article, and upon redelivery, seize the
article. The demand is made on the importer of record, unless an actual
owner's declaration and superseding bond 1/ has been filed, in which event the
demand is made on the owner. (19 C.F.R. § 141.113(d)). If the article is not
redelivered to Customs' custody, Customs will make & claim for liquidated
damages. (19 C.F.R. §§ 133.24, 141.113(g)). 2/

Once Customs has seized a trademarked or copyrighted article, it must
provide written notice to each party that has an interest in the seized
goods. (19 C.F.R. § 162.31(a)). The interested parties then have 60 days
from the date of the mailing of the notice within which to appeal the
geizure. (19 C.P.R, § 171.12(b)). To eppeal, the importer or owner of the
trademarked article must file a petition with the district director for the
district in which the article was seized. (19 C.P.R. § 171.12). The district
director has the authority to mitigate or remit forfeitures if the total
amount of liquidated damages for failing to redeliver the goods is less than

1/ A superseding bond replaces the bond posted by the importer.

2/ Liquidated damages is the forfeiture of the importer's or owner's bond.
Often, the liquidated damages is less than the profit that might be made upon
a sale by the importer or owner. Thus, the importer will often forfeit the
bond. However, once Customs has determined that the articles are subject to
restriction, future importations of the same article will be stopped.
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$25,000. (19 C.P.R. § 171.21). If the velue is greater than $25,000, the
appeal is filed with Customs' headquarters.

The importer may protest the district director's decision by filing =
protest with the district director within 90 days of the date of the decision
(19 U.8.C, § 1514(a), 19 C.F.R. § 174.12). The district director must act on
the protest within 30 days of receipt unless the importer requests additional
time. (19 C.P.R. § 174.21(b)). If the protest is denied, the importer may
appeal to the Court of International Trade within & months of the mailing of
the denial of the protest. (19 U.S.C. § 1514, 19 C.F.R. § 174.31). Appeals
from the Court of International Trade are made to the Circuit Court of Appeals
for the Federal Circuit. (28 U.S.C. 1295(a)(5)).

If no appeal is filed, of if the appeal fails, Customs will dispose of
the seized property, in the following manner: trademarked products, which are
likely to confuse consumers will have the mark obliterated and them sold.

{19 C.F.R. §§ 133.52(a), 162.46) Counterfeit trademarks will be obliterated,
where feasible, and then (i) delivered to any Federal, State, or local
government agency; (ii) given to charity; (iii) sold at a public auction one
year after the seizure; or (iv) destroyed if the mark cannot be obliterated.
Infringing copyrighted products will be destroyved as will infringing
counterfeit trademarks whose trademarks cannot be obliterated or are sold et
auction, one year after seizure. (19 C.F.R. §§ 133.52(a), 162.46).

A firm planning to import a product can obtain an advance determination,
i.e., an advisory opinion, from Customs stating whether or not the goods
infringe a recorded trademark or copyright. See, e.g., C.S.D. 80-159, 14
Customs Bulletin 998 (1980). This procedure protects the importer against
purchasing goods that Customs would seize if the products were imported.

The major difference between the rules relating to trademarks and
copyrights is the rule relating to what occurs after a product is seized by
Customs. With a trademarked product, the burden is on the importer to show
why the goods should be released; whether the seizure is based on a
determination of infringement or merely a suspicion of infringement.

In a copyright situation both the copyright owner and the importer bear
the burden of going forward if Customs merely suspects that the imported goods
are pirated copies. 1/ However, if Customs is able to make an independent
4nt¢rn1uutiun of infringement, it will seize the goods and destroy theu.

€C.S.D. 80-173, 14 Customs Bulletin 102 (1980).

Customs follows the following procedure when it merely suspects that the
imports infringe a copyright. The importer is notified of the seizure and is
given 30 days within which to file a statement denying that the article is
piratical. If the importer files such a statement, the copyright owner is
provided with a representative sample of the imported goods. The copyright
owner has 30 days from receipt of the sample to file a written demand for the
exclusion of the article. He must alsc provide a bond in the form and amount
specified by the district director te hold the importer harmless for any loss

1/ A piratical copy is an actual or substantiasl copy of a recorded
copyrighted work. 19 C.F.R. § 133.42
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or damage during the detentionm in the event that Customs determines that there
ie no infringement. If the copyright owner files a demand and bond, the owner
and importer will be given a specified time of no more than 30 days to submit
briefs and evidence to substantiate their positions. The burden of proof is
on the copyright owner. The briefs and evidence are then sent to the
Commissioner of Customs. (19 C.F.R. § 133.43(a)=(b), (e)(1l)-{e)(2)). If the
copyright owner's position is upheld, the goods are forfeited and the bond
returned to the copyright owner. If the importer's position is upheld, the
goods will be released and the bond given to the importer. (19 C.F.R. §
133.44).

The copyright owner, after receipt of the notice described above, may
state that the article is not a piratical copy or he may fail to provide
sufficient evidence of infringement. If he does either of the foregoing, the
detained shipment will be released to the importer and all future importationms
of the same article will be relessed regardless of who is importing the
product. In that event, the copyright owner will not receive notice of the
importation. (19 C.F.R. § 133.43(c)(2)). However, if the copyright owner
fails to file a demand and bond within the requisite time period, only the
specific goods detained will be released. Puture importations of the same
article by the same importer will be detained and the copyright owner notified
thereof. (19 C.F.R. § 133.44(c)(3)). Other than the foregoing exceptions,
the procedures with respect to trademarks and copyrights are parallel.

In conclusion, recordation of a trademark is a valuable form of
protection against counterfeiting because all the registered trademark owner
need do is record the trademark with Customs, and Customs enforces these
rights.

Section 337 of the Tariff Act of 1930 (19 U.S.C. § 1337} 1/

Customs recordation procedures only apply to registered trademarks and to
copyrights. Therefore, corporations with other types of intellectual property
problems such as alleged patent or common law trademark infringement, or
alleged theft of trade secrets, have a choice as to whether they will file a
section 337 action at the International Trade Commission or & Federal district
court action, or both. Corporations frequently choose section 337, which is
an avenue of relief in addition to any other provisions of law (19 U.5.C. §
1337(a), because Commission actions are generally decided within 1 year, or
within 18 months, in more complicated cases. (19 U.S.C. § 1337(b}(1}). Also,
section 337 cases do not raise the jurisdictional problems and enforcement of
judgment problems which often exist where foreign entities are involved. If a
violation is found, the Commission may issue in rem orders excluding the
infringing products from the United States. (19 U.5.C. § 1337(d)). Since in
rem orders operate against goods, not parties, such orders are not contingent
upon a finding of personal juriediction. Similarly, enforcement is not
difficult, because Customs enforces exclusion orders. (19 C.F.R. § 1240)
Finally, the exclusion order may exclude all infrin;in; products whether or
not made by the foreign firms named in the suit.

1/ Attached as app. I is an outline of pretrial, trial, and post-trial
procedures of sec. 337 litigationm.
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Elements of proving & section 337 violation.--Complainants must show that

respondents have engaged in unfair acts and unfair methods of competition inm
the importation of articles into the United States, or in their sale by the
owner, importer, consignee, or agent of either, the effect or tendency of
which is to substantielly injure or destroy an industry, efficiently and
economically operated, in the United States. Section 337 has two distinct
aspects - the litigation of the unfair act which is similar to suech litigation
in the Federal courts -- and the other aspects, including the injury
determination, which are analagous to other trade statutes.

The first element, "unfair acts and unfair methods of competition”,
encompasses a4 wide variety of intellectual property causes of action such as
patent infringement, common law and registered trademark infringement,
misappropriation of trade dress, misappropriation of trade secrets, false
designation of source or origin, false representation, passing off, false
advertising, and tortious interference with contractual relations. Section
337 litigation thus has a broader scope than does Customs, which is limited to
registered trademarks and copyrights.

The second element is that the unfair acts and unfair methods of
competition must involve the "importation of articles into the United States,
or in their sale by the owner, importer, consignee, or agent of either. . ."
(19 U.S5.C. § 1337{a)). The Commission's jurisdiction is not limited to
"proscribing only those acts which occur during the actual physical process of
importation.” (Welded Stainless Steel Pipe and Tube, Inv. No. 337-TA-29, at
11 (1979)). The Commission can also consider acts occurring in the sale of
the imported article by an owner, importer, consignee, or agent of either.
Consideration of acts by such entities is important because they are involved
in moving the imported article into the stream of domestic commerce.

The third element is a jurisdictional one--the existence of a domestic
industry. If there is no domestic industry, the compleinant may not obtain
relief even if all the other elements of proving & violation have been
satisfied. The phrase "domestic industry" includes those facilities of
complainant and its licensees devoted to the exploitation of the intellectual
property rights in question such as the trademarked, patented, or copyrighted
goods. If the product is manufactured in the United States, the Commission
will find a domestic industry present. The Commission decides on a
case-by-case basis how much and what types of activity in the United States
there must be to support & domestic industry finding. 1/ In additioen,
complainant must prove that the domestic industry is "efficiently and
economically operated.”™ (19 U.S5.C. § 1337(a)). 2/ Thus Far, the Commission
has always found this criterion satisfied.

1/ Miniature, Battery—Operated, All Terrain, Wheeled Vehicles, Inv. No.

337-TA-122, (1983); aff'd sub nom. Schaper Manf. Co. et al. v. U.5.I.T.C.,
Appeal No. 83-713 (Fed. Cir. Sept. 22, 1983); Cube Puzzles, Inv. No.
337-TA-112 (1983); Airtight Cast-Iron Stoves, Inv. No. 337-TA-69, 215 USPQ 963
(1981).

2/ See, e.E.. d k achi [s]
the Continuous Production of Paper, and Components Thereof, Inv. No.
J37-TA-82, 217 USPQ 179 (1981);: and Certajn Automatic Crankpin Grinders, Inv.

No. 337-TA-60, 205 USPQ 71 (1979).
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The fourth element is the requirement that the imports have either the
effect to destroy or substantially injure the domestic industry or have the
tendency to destroy or substantially injure the domestic industry. The
substantiel injury test relates to existing effects whereas the tendency to
injure relates to future effects. (19 U.S.C. § 1337(a})).

The indicie considered in determining present substantial injury include:

(1) effect on complainant's production and inventory;
(2) effect on complainant's sales;

{(3) effect on complainant's profitability;

(4) effect on complainant's employment; and

(5) effect on complainant's prices. 1/

Although the foregoing indicia are also relevant to the issue of tendency
to injure, the following are particularly significant:

(1) Small, but growing share of the market by respondents;

(2) Lower prices of the imported products; and

(3) A large foreign manufacturing capacity coupled with an intent of
foreign manufacturers to enter the U.S. market. 2/

Initiation of & complaint at the Commission.--Commission complaints tend
to be longer than many district court complaints because the Commission rules
require that certain information be included in the complaint which is not
required by the Pederal Rules of Civil Procedure. The Commission rules
require a statement be mede of the facts constituting the alleged unfair
methods of competition and unfair acts. (19 C.F.R. § 210.20(a)(2)). Specific
instances of alleged unlawful importations or sales should be described and,
when known, the names and addresses of the persons allegedly infringing the
product should be stated. (19 C.F.R. § 210.20(a)(3)=(4)). There should be an
indication of whether the subject matter of the complaint is or has also been
the subject of other litigation. If there is concurrent litigatiom, e brief
summary of the other litigation should be given. (19 C.F.R. § 210.20(a)(5)).

The rules require that the complainant describe the industry in terms of
that portion of complainant's facilities devoted to the property right at
issue. The description of the business should include the number and type of
workers and a description of the facilities involved. (19 C.F.R. §
210.20(a)(6),(8)).

Finally, the rules require a description of the factual basis for the
injury allegation such as volume and trend of production, sales, and
inventories of the product involved, profit-and-loss information covering the
product involved, pricing information with respect to the involved domestic

1/ 8ee, e.g., Sneakers with Fabric Uppers and Rubber Soles, Inv. No.
337-TA-118 (1983); Drill Point Screws for Drywall Construction, Inv. No.
337-TA-116 (1983); Miniature Plug-In Blade Fuses, Inv. No. 337-TA-114 (1982).

2/ BSee, e.g., Certain Methods for Extruding Plastic Tubing, Inv. No.
337-TA-110, 218 USPQ 348 (1982); Molded-in Sandwich Panel Inserts and Methods

for Their Installation, Inv. No., 337-TA-99, Z18 USPQ 832 (1982).
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product and, when available, volume and sales of imports. 1/ (19 C.F.R. §
210.20(a)(8)).

The Commission's rules, consistent with the legislative history 2/,
provide that within 30 days after receipt of a complaint or, in exceptional
circumstences, as soon after the 30-day periocd as possible, the Commission
shall decide whether the complaint is properly filed and, if so, shall vote on
institution of an investigation. 19 C.F.R. § 210.12.

Remedy.--The two types of remedies which the Commission can order include
exclusion orders and cease and desist orders. There are two types of
exclusion orders. A general exclision order directs the Customs Service to
exclude the infringing product made by any firm. The Commission can also
issue a limited exclusion order which requires the Customs Service to prohibit
entry of the infringing products made by specified firms.

To obtain a general exclusion order, the Commission requires complainant
to show "both a widespread pattern of unauthorized use™ of the infringing
product 3/ and such "business conditions™ which would indicate "foreign
manufacturers other than respondents to the investigation may enter the market
with infringing products.™ 4/ Limited exclusion orders have been ordered in
two cases where it was believed Customs would find it difficult to decide
whether a particular product infringed a patent or when a general exclusion
order might unduly interfere with foreign trade. 5/

Finally, cease and desist orders can be issued. A prerequisite to a
cease and desist order in most situations is personal jurisdiction over the
party. &/ Cease and desist orders have been generally entered only against a
domestic respondent's unlawful scts which occur within the United States.
Cease and desist orders are enforced by the Commission. Passing off is an
example of a situation when a cease and desist order would be appropriate.

Public interest, bondin and egidential review.--If the Commission
finds & violation, it must consider certain public interest factors inm

l/ The Commission permits confidential information to be filed in camera
becavse some of the data required by the rules may contein confidential
business informatiom. (19 C.P.R. § 201.6).

2/ 8. Rept. No. 1298, 93d Cong., 2d Sess. 194 (1974).

3/ Alrless Paint Spray Pumps, Inv. No. 337-TA-90, at 18, 216 USPQ 465
(1981).

47 Id.

1; ;g :t s &

A AR fi= E

a d nt ere Inv. No. 33?—?&—&?11 ?13 USPQ 291 (1981).
6§/ Certaip Airtight gn!t-zggg Stoves, Inv. No. 337-TA-69 (198l1). However,
in personam jurisdiction is not necessary for the enforcement of a cease and
desist order by means of exclusion of articles. v
and [ ., Inv. No. 337=-TA-75 at 30 n. 10, 213

Display Svstems and Components Thereof
USPQ 475 (198l1), rev'd on other grounds, SSIH Equipment Co. v. U.8.I.T.C., 673
F.2d 1387 (CCPA 1982).

A limitnd uxcluaiﬂn order was also used in Qgrgu;g Headboxes
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determining whether relief should be granted. 1/ The Commission found that
public interest conesiderations outweighed the need for relief in two
investigations. One case involved the need by Ford Motor Co. ("Ford™) for a
key component in Ford's program to improve the fuel efficiency of ite cars to
meet the public demand for energy efficient cars., 2/ The other involved the
ugse of basic research equipment in nuclear structure physics. 3/

After a Commission determination of violation, either during the
{emporary or permanent relief phase, the Commission sete 2 bond at a level
which offsets any competitive advantage resulting from the unlawful act
enjoyed by persons benefiting from the importation of the infringing product.
Often, this means establishing & bond equal to the difference between
complainant’'s and respondent's prices. The bond stays in effect for 60 days
during which the President with the assistance of the United States Trade
Representative decides, based upon & review of policy considerations, whether
the Commiseion action should be allowed to stand. (19 U.S8.C. 1337(g)(2)).

The limited Presidential review hae resulted in three vetoes since the
passage of the Trade Act of 1974, when this procedure was created. One
investigation involved a jurisdictional dispute as to whether the Commission
ehould consider predatory pricing at the game time that a dumping case was
pending. Certain Welded Stainless Steel Pipe and Tube, Inv. No. 337-TA-29
{1979). The other cases concerned the breadth of the Commission remedy. &/

1/ The Senate Committee Report on the 1974 amendments described the public
interest considerations in the following manner:

The Committee believes that the public health and welfare and
the assurance of competitive conditione in the United States economy
must be the overriding considerations in the administration of this
statute. Therefore, under the Committee bill, the Commission must
examine (in consultation with the other Pederal agencies) the
effect of issuing an exclusion order or & cease and desist order on
the public health and welfare before such order is issued. Should
the Commission find that issuing an exclusion order would have a
greater adverse impact on the public health and welfare, on competi-
tive conditions in the United States economy, on production of like
or directly competitive articles in the United States, or on the
United States consumer, than would be gained by protecting the patent
holder (within the context of the U.S. patent lawe) then the Committee
feels that such exclusion order should not be issued. This would be
particularly true in cases where there is any evidence of price
Eouging or monopolistic practices in the domestic industry.

S. Rept. No. 1298, 93d Cong., 2d sess. 197 (1974).

2/ Automatic Crenkpin Grinders, Inv. No. 337-TA-60, at 17-21, 203 USPQ 71
(1979). The Commission noted that Congress had mendated that the automakers
meet specified fuel economy standards. JId. at 19.

3/ Inclined Field Acceleration Tubes and Components Thereof, Inv. No.
337-TA-67, at 22-31 (1980).

4/ The Presidential disapproval in Pipe and Tube is found at 43 F.E. 17789,
April 26, 1978, The Presidential disapproval in Headboxes is found at 46 F.E.
32361, June 22, 1981. The Presidentiel disapproval in Panel Inserts is found
at 47 P.R. 29919, June 28, 1982.
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In both of those cases the Commission issued modified orders which did not
include the provisions which concerned the President. 1/ The modified orders
were not vetoed.

After the 60-day Presidential review period ends or by prior Presidential
action, the bond automatically expires and the Commission order goes into
effect. (19 U.S.C. § 1337(g)(4)). Review of the Commission determination may
then be had at the Court of Appeals for the Federal Circuit. (19 U.s.C. §

1337<(h)).

The Commission's exclusion order is enforced by Customs in the same
manner that it uses in connection with trademarks or copyrights recorded with
it.

Enforcement of section 337 orders.--Customs enforces the Commission's

exclusion orders 2/ in the same manner that it enforces the rights to
trademarks and copyrights 3/ recorded with it. 4/ The sole difference is the
means of initiating enforcement by Customs. In one instance, one need only
record his trademark or copyright as previously described. In the other
instance, the exclusion order, the Commission's exclusion order decisions are
forwarded to Custem's Washington headquarters. Customs then distributes the
orders, including a description of the products involved to the various ports
of entry. In many instances, samples and pictures of the product provided by
complainant are also sent to the various Customs' ports of entry.

The materials are given to the Customs inspector and the import
specialist who is responsible for the specific group of products in which the
product subject to the exclusion order is classified. The inspector is the
one who first receives the customs entry documents and is responsible for
determining whether or not & product should be excluded. The customs entry
documents usually precede the arrival of the goods. Therefore, the Customs
inspector determines whether or not to physically inspect the goods or to
release them to the importers. If the goods subject to an exclusion order are
in a narrow Tariff Schedule category or are specifically identified, the
probability that the goods will be released is negligible. If the goods
subject to the exclusion order, or bearing a recorded trademark and/or
copyright are in a category containing many dissimilar products, a
market-basket category, and are duty free, it is possible that the inspector
may release the goods.

1/ Certain Headboxes and Papermaking Machine Forming Secticns for the
Continuous Production of Paper, and Components Thereof, Inv. No. 337-TA-82A,
213 USPQ 291 (1981) rev'd and remanded on other grounds, Aktiebolaget
Karistads Mekaniskawerkstad v. U.S.I.T.C., 705 F. 2d 1565 (Fed. Cir. 1983) is
the Commission's revised order; Molded- nd Me
for Their Installation, Inv. No. 337-TA-99, 218 USPQ 832 (1982) (modification
proceeding), aff'd sub nom., Young Engineers, Inc. v. U.S.I.T.C., Appeal No.
83-649 {(Fed, Cir. Nov. 8, 1983).

2/ About twenty-five exclusion orders are presently in force.

3/ Approximately 6,000 trademarks and copyrights are recorded with Customs.

4/ It should be noted that the inspector is also responsible for collection
of duties and exclusion of articles prohibited by other government agencies,
as well as seeing to it that imports move rapidly.
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If the inspector has any doubt regarding specific shipments, he contacts
the appropriete import specialist at the port of entry for instructions. If
the goods are released by the inspector to the importer, the Customs entry
documents are sent to the import specialist. The import specialist examines
the documents and if an examination raises problems, & sample is requested
from the importer. If after examination of the sample, it is determined that
the goods are subject to an exclusion order or have been recorded, they can be
recalled from the importer by & redelivery request. Since the importer's bond
remains in effect for a long period of time, import specialists can recall
goods many months after release. If the importer is unmable to return the
goods for any reason, the import specialist can impose liguidated damages
equal to the amount of the entry bond. The amount of the bond is generally
the sum of the value of the goods and the estimated duty. Although the "value
of the goods"™ has been determined in several ways by Customs, the wholesale
value in the exporting country is the most commonly used value.

When imports are held by Customs before release to the importer, Customs
has the opportunity to determine whether the goods should be seized. This
determination is made by the import specialist who receives a sample of the
goods for examination or examines the goods at the port, depending on the
goode. In technical matters, such as patent exclusion orders, the import
specialist generally relies upon leboratories at the various customs district
offices. These laboratories are staffed by technical personnel who will
examine the goods and advise the import specialist.

The import specialist can also submit samples of the goods to customs
headquarters for a "headgquarter decision" of whether or not the goods should
be excluded from entry because of an exclusion order, or the recordation of a
copyright or trademark. See, e.g., C.5.D, 81-168, 15 Customs Bulletin, 1063
{1981). If the specialist determines that the goods come within the exclusion
orders, the goods are excluded from entry or the specialist may permit the
importer to re-export the goods. Goods that are left in Customs' hands by
importers in such situations mey ultimetely end up in Customs' warehouses to
be sold at auction by Customs. See, e.g., C.S5.D., 80-154, 14 Customs Bulletin,

984 (1980).

If the various ports of entry eare not uniformly imposing restrictions
ageinst the importation of trademarked or copyrighted goods, the domestic
owner of the trademark or copyright may request & ruling from customs
headquarters regarding the appropriete restriction. The ruling will then be &
guide for use by all Customs' ports of entry. See, e.g., C.8.D. 81-197, 15
Customs Bulletin 1120 (1981).

Federal court counterfeiting asctions.--Under U.S. law, a foreign party

may be sued in any U.5. digtrict court where it can be gerved validly with
notice of the court process. (28 U.S.C. § 1391(d)). The methods by which
adequate service of process may be achieved vary in the expenses involved,
which must be paid by the plaintiff, and in the time consumed and the
effectiveness in providing proof of service satisfactory to the court. A
foreign corporation producing & product which infringes a U.S. trademark, and
exporting that product to the United States can avoid service of process by
maeil simply by refusing to accept delivery. Use of other acceptable means of
service by the courts can be both expensive and time-consuming.
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On the other hand, & trademark owner may commence an infringement action
by seeking a temporary restraining order (TRO), pursuant to Rule 65(b) of the
Pederal Rules of Civil Procedure. A TRO may be granted without notice to the
prospective defendant if the plaintiff can show that immediate and substantial
harm will result to it before the defendant can be heard in opposition and
that attempts have been made to contact the adverse party. The TRO will last
a maximum of 10 days which can then be extended for another 10 daye. If the
TRO is granted without notice to the sdverse party, the party who sought the
TRO must seek a preliminary injunction; if he does not do so the TRO will be
dissolved. The party seeking a TRO or a preliminary injunction must put up
security in order for a TRO or preliminary injunction to issue.

A trademark owner may seek a TRO or a preliminary injunction against
those over whom personal jurisdiction canm be obtained to secure money damages

while proceeding at the Commission in order to obtain an exclusion order.

Another remedy which may be sought by & trademark owner at the same time
as & THO is an ex parte seizure order. Those orders result in the seizure of
defendant's counterfeit goods by the U.S. Marshal without prior notice to the
defendants. It will only be granted if plaintiff can demonstrate irreparable
injury will occur unless it is, and the goods are otherwise likely to be
transferred to unknown third parties. 1/ Thereafter, as with TROs, the court
will hold an expedited hearing on the merits of plaintiff's complaint.

Temporary restraining orders and seizure orders can be an effective
method of obtaining immediate relief against counterfeiting. Howewver, it
generally cannot prevent overseas manufacturers from finding new U.S.
distributors unless the court has jurisdiction over the manufacturers. Often,
such jurisdiction is lacking.

The second difficulty involves enforcing judgments against foreign
parties. There are two remedies which a2 trademark owner may obtain in a U.S.
distriect court for infringement of its trademark. A court may grant an
injunetion to prevent further infringement of an owner's trademark rights and
it may award damages for the infringement which has occurred. For either of
these remedies, to secure compliance of a foreign party with U.S. trademark
laws, the judgment must be enforceable.

Judgment for damages, & remedy which is unavailable from the Commission,
can be enforced when the foreign party has assets in the United States which
can be attached to settle the claim ageinst it.

Injunctions are enforceable only where the party enjolned is present
within a court's jurisdiction. An injunction or a judgment awarding damages
must be enforced through an epplication for enforcement in the courts of the
* country where the foreign party is located. The cost of the enforcement
procedure in the foreign country may be prohibitive for the trademark owner or
the foreign country involved may provide that its court will review the issues
of the case, thereby permitting a different outcome.

1/ See, e.g., In re Vuitton et Fils S.A., 606 F.2d (2d Cir. 1979);
Fiamb-Finanziaria Meglificio Biellese Fratelli Fila S. p.a. v. Kitchen, 584
F.Supp. 248 (S.D. Fla. 1982).
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Thus, unlike situations involving suits for trademark infringement
against domestic infringers, the difficulty and expense in achieving adequate
service of process and in enforcing a judgment against foreign parties means
that such foreign parties may, as a practical matter, be immune from suits
based upon trademark infringement brought in U.8. district court.

Unlike in rem proceedings at the Commission, a district court judgment is
only applicable to the parties against whom it is directed. Thus, if new
firme begin selling infringing products in the United States, the trademark
owner must then decide whether he wants to bring new suits. New suits may
raigse jurisdictional and enforcement of judgment guestions.

Proposed Federal Legislation

The Trademark Counterfeiting Act of 1983 was originally introduced im the
Senate (97th Cong.) as 5.2428 in April 1982, by Senator Charles Mathias
(E.-Md.), Chairman of the Senate Judiciary Subcommittee on Criminal Law. An
identical version, H.R. 6175, was introduced in the House by Judiciary
Committee Chariman Peter Rodino (D.-N.J.). Both bills died in committee, but
the Senate bill was reintroduced as S5.875 in the present (98th) Congress; the
House bill was reintroduced as H.R. 2447. The legislation would amend title
18, United States Code, by adding a section 2320 to provide that anyone who
knowingly traffics or attempts to traffic in & counterfeit mark in foreignm or
domestic commerce shall, if an individual, be fined not more than $250,000
and/or imprisoned for up to 5 years, and, if a firm, be fined not more thanm
%21 million. It would apply only to marks registered on the Principal Register
or otherwise specifically protected by statute. The owner of such a mark may
alec bring & civil action in the U.S. district court and obtain injunctive
relief and recover treble damages or profits, and costs, including attorney
fees. Prejudgment interest on actual dameges may be awarded in the discretion
of the court. In such & civil action, a final judgment or decree rendered in
favor of the United States in the criminal proceeding provided for would estop
the defendant from denying the essential allegations of the criminal offense.
The court may ultimately order destruction of the involved counterfeit
materials or, after obliteration of the mark, disposal to the United States,
the trademark owner, a charitable institution, or otherwise, except to the
defendant. Ex parte search and selzure orders are also authorized for both
criminal and civil actions.

FOREIGN LAWE RELATING TO COUNTERFEITING

The protection and relief available from product counterfeiting in 21
gelected U.S. export markets and country sources of counterfeits are discussed
in appendix J. All the countries included have some provisions for trademark
registration and remedies for infringement, and, as such, counterfeiting.
Australia, Belgium, the Netherlands, Luxembourg, Brazil, Canada, France, Hong
Kong, Italy, Japan, Korea, Mexico, Nigeria, the Philippines, Portugal, Macao,
Saudi Arabias, Singapore, Taiwan, the United Kingdom, and West Germany offer
various remedies and sanctions, both civil and criminal, that pertain to
counterfeiting. Twelve of these countries, Australia, Brazil, Canada, France,
Japan, the Philippines, Portugal, Macao, Saudi Arabia, the United Kingdom, and
West Germany, have varying provisions for the prohibition of infringing
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importe by customs suthorities, ranging from court ordered seizures prior to
or during & civil or criminal action to trademack registration with customs
similar to that available in the United States.

It should be noted that there is a wide body of anecdotal evidence
suggesting that regardless of the laws and regulations, enforcement with
regard to counterfeiting, particularly in many developing countries, is often
minimal or absent.

INDUSTRY SECTOR AMNALYSIS
Current Assessment and Trends

Along with the eimilar unfair practices of passing off and trade dress
infringements and copyright and patent infringements on similar articles,
product counterfeiting is a global business that, according to industry
estimates, accounted for 36 billionm to $8 billion in leost U.S. and export
sales in 1982. Domestic sales lost to counterfeiting and similar trade
practices and lost export sales were each estimated at $3 billjon and
$4 billion. Estimates of losses due solely to counterfeiting are not
available. 1In general, counterfeiting is reported to be more significant in
export markets than in the domestic market, where other unfair trade practices
prevail. One exception is the U.S. fashion apparel industry, in which
counterfeiting accounts for the majority of lost sales, probably because the
trademarks are so well known to the U.S. consumer and are so important to the
sale that anything other than an exact duplicate will not deceive the
purchaser.

Respondents reported that domestic sales lost due to counterfeiting
increased 57.3 percent from $15.0 million in 1980 to $23.6 million in 1982.
These loeses represent 0.5 percent and 0.6 percent of the respondent's
domestic shipments during 1981 and 1982, respectively. Lost export sales were
reported to have increased 14.3 percent from 1980 to 1982, rising from
$22.5 million to $25.6 million. However, these filgures are gquite understated
because a large number of respondents known to have suffered from significant
counterfeiting were unable to estimate lost sales. 3Sales lost due ko
practices similar to counterfeiting and gray market sales in 1982 were
reported by 38 respondents to amount to $16.2 million in the domestic market
and $17.9 million in export markets.

The chief targets of counterfeiters were once records and tapes and
fashion goods sold on the basis of brand names, such as fashion apparel,
watches, leather goods, and jewelry. Since the late 1970's the list has
expanded to encompass & wide variety of product categories, and by all
indications, the practice is growing. Respondents to the Commission's
gquestionnaire reported a total of 151 product items counterfeited during
1980-82; the number of different counterfeits increased from 50 to 67 in the
domestic market and from 74 to 106 in U.S8. export markets during the pericd.

Counterfeit goods are often but not always lower in quality than the
original; even when they are, the gquality difference is not often immediately
obvious to the consumer. The quality difference can be of particular
importance in some industries to the health and safety of the consumer, as is
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the case for defective auto parts, ineffective or nonsterile drugs and
pharmaceutials, and ineffective agricultural chemicals. A total of 55
respondents indicated that counterfeits of their products were operationally
or physically different from their products. Of these, 45 respondents
indicated that the sale of counterfeits of differing quality resulted in lost
pales of thelir products because of a loes of good will in addition to sales
replaced by counterfeits. Twenty-three respondents reported additional lest
sales of noncounterfeited trademarked products due to the loss of good will
resultirg from the sale of a counterfeit of another product bearing the same
trademark.

Once coneidered an indication of stolen merchandise, prices substantially
discounted from the usual are now often an indication of counterfeiting.
However, price is not always a determining factor; it is not unusual for a
counterfeit to sell st & price quite near the original, and occasionally even
at a premium.

In general, the products most subject to counterfeiting are those that
command a high unit price but for which production involves relatively low
technology. However, the immense profit potential combined with the general
lack of risk with regard to criminal sanctions has encouraged counterfeiters
to operate in high-technology industries as well.

Among the greatest trends in counterfeiting is the growing awareness on
the part of industry and the consuming public of the problem. The discovery
and, in some cases, demonstration of the damage that counterfeit sales can do
to legitimate sales through both one-to-one lost sales and loss of good will,
combined with the spread of counterfeiting into previously untouched product
areas, have resulted in vigorous industry efforts to identify and eliminate
counterfeiting. Efforts to combat counterfeiting may be divided into three
steps--the identification of the counterfeit product, the identificationm of
the counterfeiter, and the prosecution of the counterfeit product and producer.
Respondents reported total identification, registration, and enforcement coste
dedicated to combating product counterfeiting of $4.1 million in 1980,
$4.9 million in 1981, end $12.1 milliom in 1982. 1In 1982, identificetion
costs amounted to $3.5 million for the domestic market and $1.7 million for
export markets; registration coeste were $2.3 million for the domestic market
and $£1.5 million in export markete; and other enforcement costs amounted to
$2.5 million domestically and $494,000 in export markets. Porty-six
respondents indicated that they had registered their trademarks with the U.S.
Customs Service; 25 respondents had not, usually citing the absence of imports
of counterfeits as the reason. Furthermore, another $5.6 million was spent on
identification and enforcement of products competing under other unfair trade
practices similar to counterfeiting.

There appears to be a progression among many newly industrislized
developing countries, particularly in the Far East, from pure counterfeiting
through the areas of consumer deception such as passing off, to the creation
of original trademarks. 1In a developing country the first order of business
is to promote domestic production and export sales. This may be acomplished
through counterfeiting, because the existing brand names or trademarks already
have an established demand, both domestic and abroad, and demand often exceeds
the capacity of legitimate licensees. Further, there are often few or no
legal impediments to such action, and, in fact, the particular culture may
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attach no particular onus to counterfeiting. The initial counterfeiting then
appears to give way to the gray areas as trade is increased and the
counterfeiting is attacked by the rightful trademark holders. Finally, the
industry develops its own trademarks, as well as increases the acquisition of
legitimate licenses, and at thies point becomes the target of other
counterfeiters, both domestic and foreign. Clearly, however, as can be seen
in the source countries sections, counterfeiting never completely disappears
from & country once it is established.

Industry Sectors Subject to Counterfelting

The two U.S. industries historically most subject to counterfeiting are
wearing apparel (primarily fashion and athletic apperel) and records and tapes
(including both blank and recorded). Other industries identified as having
significant problems with counterfeiting, either in the United States or in
export markets, are those producing automobile parts and accessories,
cosmetics and toilet articles, drugs and pharmaceuticals, various electrical
products, footwear, games (primarily home and arcade video games and
software), handbags, luggage, and flat goods, office and computing equipment
{including home computers), pesticides and agricultursl chemicals, petroleum
products, sporting goods, and writing instruments. In addition, instances of
counterfeiting have cccurred for jewelry, parts for machine tools, sunglasses,
toys, and various rubber and plastic consumer goods. It should be noted that
watches and jewelry are reported to be significantly affected by
counterfeiting, but most of the original products are foreign produced because
most of the designer-name and high-unit-value products susceptible to
counterfeiting are foreign made, Further, many of ‘these industries, including
those producing automobile parts and accessories, drugs and pharmaceuticals,
sporting goods, records and tapes, and toys, experience significant problems
with similar unfair trade practices such as passing off and copyright and
patent infringement.

U.S. Export Markets Affected by Counterfeiting

As the largest single market for consumer goods in the world, the United
States is the principal target of product counterfeiters. However,
counterfeiting is worldwide, and virtually all U.S. export markets are
affected to some degree. Respondents to the Commission’'s questionnaire cited
66 countries as markets for counterfeits of U.S.-produced goods during
1980-82, ineluding 190 product items in the Far East, 93 in Latin America, 78
in Europe, 49 in the Middle East, 25 in Africa, and 13 in Oceania (gee table
1, app. D). The European Community, Japan, and Australia were the most
affected developed countries., Among the developing countries, Hong Kong,
Taiwan, Singapore, the Philippines, Indonesia, India, Thailand, and Brazil and
were most often cited as affected markets.

Sources of Counterfeits
The sourcing of counterfeit merchandise, like the sale of such merchandise

appears to be worldwide. Taiwan is reportedly the single largest source of
counterfeit goods in all categories and was cited as the source of more than
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60 percent of the number of different counterfeit product items. The
following is & list of sources of counterfeits, showing the major type of
counterfeit produced and the primary markets for the bogus products as
reported by respondents to the Commission's questionnaire (table 1):

1. Argentina--jeans, T-shirts, athletic footwear, industrial
plug valves--primarily domestic consumption.
2. Australia--video cartridges, automobile parts—-primarily
domestic consumptionm.
3. Bolivia--jeans, T-shirts, recorded tapes—-primarily
domestic consumption.
4, Brezil--sunglasses, toye, video cartridges, T-shirts,
athletic footwear--primarily domestic consumption.
3. Canada--recocds and tapes, T-shirts, video cartridges,
semiconductors—-primarily domestic consumption and
U.8. market.
6. Chile--jeans, T-shirts, recorded tapes--primarily domestic
consumption.
7. China--writing instruments--Middle East, Africa.
B. Colombia--T-ghirts, jeans, cosmetics and toiletries--U.S.
market and domestic consumptionm.
9. Cyprus--jeans, T-shirts, sound recordings--Europe, Middle
East, Africa.

10. Denmark--sound recordings--domestic consumption and Europe.

11. Egypt--T-shirts, tapes—-domestic consumptionm.

12. France--video cartridges, T-shirts, shirts--Europe.

13. Greece--T-shirts, tapes--domestic consumption and Middle

East. ;

14, Guatemala—-knit shirts--U.S. market.

15. Hong Kong--wide variety of products, including electronic
and video games, records, recorded and blank
audio and video tapes, & variety of fashion
apparel, cosmetice and toiletries, luggage,
handbags, flat goods, toys, home computer
eystems and software, writing instruments,
battery packs, and toasters—-worldwide export.

16. India--sunglesses, writing instruments, automobile parts,
cosmetice and toiletries, tapes—primarily domestic
consumption.

17. Indonesia--T-shirts, automobile parts, cosmetics and
toiletries, tapes, machine tool dies--worldwide
export. :

18. Italy--sunglasses, fashion apparel, recorded and blank

tapes, other sound recordings, handbags--United
Stetes and Europe.

19. Japan--electronic gemes, video games, computer cartridges,
golf equipment, sports apparel, writing instruments,
handbags--domestic consumption.

20. FKuwait--video cartridges, recorded tapes--domestic consump-

tion and Middle East.

21. Malaysia--video cassettes, audio tapes, jeans, T-shirts--

worldwide export.

22. Mexico--athletic and fashion apparel, T-shirts, cosmetics

and toiletries, handbags, recorded tapes--domestic
consumption and the United States.
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Netherlands--home computer software, records and tapes,

agricultural chemicals--Africa, Europe.

Nigeria--automobile parts--domestic consumption.

Panama--knit shirts, handbags, recorded audio tapes--domes-
tic consumption and United States.

Paragusy--apparel--domestic consumption.

Philippines--sports balls, fashion and athletic apparel,

athletic footwear, cosmetics and toiletries,
records and tapes--United States and domestic
consumption.

Portugal--records and tapes--Europe.

Republic of Korea--sunglasses, video games, golf and tennis
equipment, fashion and athletic apparel
and footwear, automobile parts, cosmet-
ics and toiletries, leather goods,
tapes, and miscellaneous plestic prod-
ucts=--worldwide export.

Republic of South Africa--videc cassettes--domestic

consumpktion.

Saudi Arabia--jeans, T-shirts, video cartridges, music

cassettes--domestic consumption.

Singapore--records and tapes, apparel, home computer sofkt-

ware, writing instruments--worldwide export.

Scuth Yemen--cosmetics and toiletries, music cassetbes—

domestic consumptiom.

Spain---video cassettes, leather goods--United States and
Europe.

Taiwan--wide variety of products, including automobile
parts and accessories, apparel and footwear,
sgricultural chemicals, drugs, cosmetics and
toiletries, plastice products, tools, electronic
components, fuses, speakers, computer systems and
software, records and tapes, luggage, handbags,
flat goods, jewelry, sporting gocds, games, toys,
machine dies, sunglasses, writing instruments--
worldwide export.

Thailand--jeans, T-shirts, travel bags and leather flat
goods, automobile parts, cosmetics and toilet-
ries, sound recordings--worldwide export.

Tunisia--cosmetics and toiletries, tapes--Europe, Africa,

and Middle East.

Turkey--audio and video cassettes--domestic consumption
and Middle East.

United Kingdom--home computer software, recorded and blank
video tapes, cosmetics and toiletries--
domestic comsumption and Europe.

United States—-apparel, watches (using imported parts),
computers (using imported parts), shampoos,
footwear, aircraft parts, electronic compo-
nents--domestic consumption.

Uruguay--jeans, T-shirts--domestic consumption.

Venezuela--jeans--United States.

West Germany--video cartridges, jeans—-Europe.

Yugoslavia--apparel--Europe and United States.
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With regard to sources of products competing under trade practices
similar to counterfeiting, 30 countries in the Far Esst, Europe, Latin
America, Oceania, and Africa were listed. Taiwan and Hong Kong were the
largest sources of these products, cited 65 and 22 times, respectively
(table 2).

According to questionnaire respondents, wholesalers were the distributors
of counterfeits most often identified in both the U.S. and export markets.
Discount retailers, street vendors, and flea markets were the next most common
selling agents in the United States, and street vendors and small retailers
followed wholesalers as the most common distributores in export markets
{table 3).

Wearing Apparel and Footwear

Overview

d .——The wearing apparel industry, principally
claseified under Standard Industrial Classification (8IC) 23, manufactures
clothing--primarily coats, suits, trousers, eshirts, blouses, dresses, and
skirts--as well as clothing accessories such as headwear and gloves. These
items are produced from & variety of textile materials (cotton, woel, silk,
vegetable fibers (except cotton), and manmade fibere), feathers (down), fur
{(mink, rabbit, and fox), leather (cowhide and pigskin), and rubber and plastic
and may be constructed from woven or knit fabrics or a combination of the
two. During 1980-82, there were approximately 15,000 domestic manufacturers
producing these items in a total of more than 20,000 establishments, the
largest concentration of which is located in the Northeastern section of the
United States. Domestic employment in the wearing apparel industry, which
ranked sixth compared with other manufacturing sectors, totaled about
1.2 million during 1980-82.

U.8. producers' shipments of wearing apparel increased almost 13 percent,
from $45.8 billion in 1980 to $51.6 billiom in 1982. Domestic consumption
increased 16 percent, from $50.9 billion in 1980 to $58.8 billion in 1982.

The increased value of shipments was primarily due to inflation, as the
overall quantity of apparel shipments declined, and the increase in domestic
consumption was due in part to inflation and increased apparel imports. U.S.
imports of wearing epparel increased from $6.3 billion in 1980 to $8.2 billion
in 1982. The increase in apparel imports was largely attributed to retailers
replenishing inventories which were kept to & minimum during the recession.
Additionally, the import increase in the beginning of 1982 from the four
principal suppliers--Hong Kong, Taiwan, the Republic of Korea, and China--was
a result of suppliers’' attempting to maximize the use of 1981 quotas. Ae &
result of the 30-percent incresase in imports, the ratic of imports to
consumption rose from 12.4 to 13.9 percent during the period. U.S. exports
decreased about 17 percent, from $1.2 billion to almost $1.0 billion. The

decline in exports was due primarily to the strengthened U.S. dollar as well
a8 poor economic conditions overseas. Although Mexico and the Dominican
Republic were the leading and the third largest markets, respectively, exports
to those markets consisted largely of apparel parts which were assembled and
exported back to the United States under Tariff Schedules of the United States
(TSUS) item 807.00. The largest market for finished apparel was Canada,
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followed by Japan and the United Kingdom. 1In each year during 1980-82,
exports represented less than 3 percent of domestic production. The U.S.
trade balance for wearing apparel was in a deficit position which increased
from $5.1 billion in 1980 to $7.2 billion in 1982, or by about 41 percent.

The footwear industry, listed under SIC 302 and 314, is divided into two
maejor categories--rubber and nonrubber. The rubber footwear industry produces
protective footwear (hunting boots, galoshes, and overshoes) and rubber-soled
fabric upper footwear (certain athletic footwear, sneakers, and other casual
shoes)., The nonrubber footwear industry produces a variety of footwear,
primarily with leather and vinyl uppers, including dress, certain athletic and
work shoes, boots, sandals, clogs, and other casual shoes. Throughout the
period, the number of establishments producing footwear decreased steadily;
from 677 inm 1980 to 636 in 1982. More than %0 percent of these establishments
produce nonrubber footwear. Rubber footwear establishments are primarily
located in California, Pennsylvania, Florida, and Georgia, whereas nonrubber
footwear establishments are concentrated in New York, California,
Massachusetts, Maine, Texas, and Missouri. Domestic employment in this
industry decreased about 9 percent during the period to 138,000 in 1982.
Approximately 88 percent of the total workforce produces nonrubber footwear.

U.S. producers’ shipments of footwear declined almost 10 percent, from
$5.2 billion in 1980 to $4.7 billion in 1982, with over 90 percent of footwear
shipments accounted for by nonrubber footwear. Domestic consumption of
footwear remained relatively stable at $8.0 billion during 1980-82. U.S.
imports of footwear increased from $3.0 billiom in 1980 to a little over
$3.4 billion in 1982. Footwear imports accounted for about 37 percent of
domestic consumption during 1980 and 1981; howevef, by 1982, imports had
increased as a share of consumption to about 43 percent. The leading
suppliers throughout the period, accounting for over 80 percent of total
footwear imports, were Taiwan, Korea, Italy, Brazil, and Spain. U.S. exports
of footwear declined from $131 million in 1980 to $120 million in 1982. 1In
each year during 1980-82, exports accounted for less than 3 percent of
producers' shipments. The primary export markets for U.S.-produced footwear
were Japan and Canada, which together received over one-fourth of total U.S.
footwear exports during the period. The footwear trade deficit increased from
$2.8 billion in 1980 to 23.3 billion in 1982, or by about 18 percent.
Nonrubber footwear accounted for a little over 75 percent of the footwear
deficit during 1980 and 1981, and by 1982 it had increased its share to almost
90 percent.

Questionnaire response.-—The Commission sent questionnaires to 36
domestic producers of apparel and footwear believed to have been affected by
counterfeit merchandise. Of the 36 surveyed, 13 indicated that a counterfeit
problem did exist, and the remaining 23 replied negatively. It is estimated
by the Commission staff that the companies surveyed together represented 17 to
15 percent of total sales for the apparel and footwear industries during 1982.

Counterfeited products.--According to the questionnaire responses, 36
product items were identified as being counterfeited, primarily t-shirts, knit
sportshirts, jeans, sportswear (used for temnnis, snow skiing, and jogging),
sweatshirts, sweaters, shorts, athletic footwear, and accessories such as
belts, caps, and ties. Most of these items were ornamented with a brand name
or designer label or logo.
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Current assessment and trends.--Based upon production and sales data for
the apparel and footwear industries and industry assessments of lost profits
related to counterfeit merchandise, the Commission staff estimates that the
value of lost sales in this sector may have reached nearly $1.0 billiom in
1982. This loss is made up of lost domestic sales of approximately $700,000
and lost export sales of $300,000, and represents lost sales from both
counterfeiting and other similar unfair trade practices including, passing off
and trademark and copyright infingement. A breakdown of estimated lost sales
for counterfeited products alone is not available.

The lost sales, valued at $27 million, for &ll types of counterfeiting
reported by five domestic producers account for 2.7 percent of the total
egtimate of the overall problem in apparel and footwear for 1982. All the
respondents to the Commssion gquestionnaire indicated that the counterfeit
version of their product items were operationally and physically different.
Ten respondents reported that they lost sales because of damage to their
trademark or brand name, commonly referred to as loss of goodwill, and eight
respondents lost sales in product items bearing their trademark or brand name
which were not counterfeited. Furthermore, 10 of the respondents indicated
that of the 35 product items which were counterfeited or duplicated, 22 were
affected by other types of unfair trade practices, namely trade dress/passing
off, unauthorized sales, and copyright infringement. Three of the companies
surveyed stated that 5 product items, other than the 35 referred to earlier,
encountered problems resulting from trade dress/passing off, unauthorized
sales, and patent and copyright infringement even though the product items
were not counterfeited.

The apparent trends of counterfeiting in.the apparel and footwear
industries, as derived from the Commission questionnaire, show that the number
of products counterfeited--about 30--remained relatively stable and that a
mature market existed for counterfeits during 1980-82. It appears that most
counterfeit apparel and footwear merchandise tends to be concentrated in
sportswear, jeans, and athletic footwear, where an ever lncreasing market for
medium-price, brend-name or designer label merchandise exists.

According to 10 of the companies that responded affirmatively to the
Commission survey, their commercial shipments of products similar to those
know te be counterfeited increased 33 percent, from $829 million in 1980 to
more than $1.1 billion in 1982, whereas 4 respondents indicated that their

export shipments of apparel and footwear similar to those known to be
counterfeited decreased from about %31 million in 1980 to $21 milliomn in 1982,

or by about 33 percent.

Source countries.--Respondents to the Commission's questionnaire listed
28 countries as sources of counterfeit products in the apparel and footwear
sector. Countries reported as a source of more than one counterfeit product
item and the number of product iteme obtained from each country are shown
below.
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Source

Teiwan----==cmemee———

Hong Komg
Philippines—======eex
Mexico--
Argenting-meeeeceneee-
Brazil—
Colembia
CYprug——————=========
Italy
Malaysia
Thesiland
Bolivie-
Chile

France
Republic of Korea——-

Saudi Arabia---—- ——
Singapore

=
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Canada, Egypt, Greece, Guatemala, Japan, Macac, Panama, Paraguay, Venezuela,
and Yugoslavia were each reported to be the source of onme counterfeit product
item. According to the responses, there is a direct correlation between the
major import sources for genuine products and those products that are
counterfeited.

Respondents also reported 1l countries as sources of products falling
under other unfair trade practices similar to counterfeiting. as shown in the
following tabulstion:

Source Number of product jtems

Hong Kong-—-
Italy—- s
Republic of Korea——--—-—
Taiwan
United Kingdom——-——=—e-
France--
Mexico--
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The Netherland Antilles, Spein, Thailand, and Venezuela were each listed as
the source of one product item in this category.

dust

on the U.S. t.--Domestic sales lost to counterfeit merchan-
dise inecreased from %$9.8 million in 1980 (3 respondents) to $14.5 million in
1981 (4 respondents) and $19.4 million in 1982 (5 respondents), representing
about 2 percent of total respondents’ sales of apparel and footwear subject to
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counterfeiting. This figure should be considered to represent & minimum loss,
because eight respondents, three of which are known to have suffered
significant lost domestic sales during 1980-82, could not provide estimates of
sales lost. Although some producers indicated that in some instances
counterfeit goods sell at comparable prices, all 13 respondents reported that
there has been no need to reduce the price of their products in order to be
price competitive with counterfeit merchandise.

As an interesting sidelight, one apparel manufacturer reported that prior
to 1980, it hed been suffering from strong competition from counterfeit goods,
but when it repositioned its product from the high-end fashion market to the
middle price range, the counterfeiting disappeared. It was hypothesized that
reducing the selling price made. the potential profit in counterfeiting the
product far less attractive then that in counterfeiting the high-value fashion
goods made by the firm's competitors, and the counterfeiters switched
targets. However, the repositioning was not made in response to the
counterfeiting, and such a solution to counterfeiting is generally not
feasible for firms wishing to maintain the high-fashion aspect of their
products.

Impact on U.S. exports.--Nine respondents indicated that counterfeits

were sold in 32 countries during 1980-82. These markets and the number of
counterfeit product items reported in each market are as shown in the
following tabulationm:

il
]
a1

Harket

Hong Kong-—----====n==
Venezuela——————————o--
Brazil——eeeac

Philippines--=======-
Singapore----—-e=cee--
Colombia—-———————————-
13 3 ] P —
Thailand---===——————-
Uruguay---——======m——-
Argentina----=—=====-
Malaysig——-=-===—=m===-

2 ] | L ————

Republic of Korea—---

Wik b bbbl - 00D

Bolivia, Cyprus, France, Israel, Japan, Lebanon, the Netherland Antilles,
Paraguay, Saudi Arabia, and West Germany were each listed as markets for two
product items. Costa Rica, Greece, Kenya, the Republic of South Africa, and
the United Kingdom were reported as markets for one counterfeit product item
each. The product items counterfeited in export markets were primarily
sportswear, jeans, and athletic footwear adorned with trademerks, brand names,
or designer labels or logos.
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Eight respondents reported a total of 16 counterfeit product items sold
in export markets in 1980, 19 product items in 1981, and 17 product items in
1982, Lost export sales were quantified by only three respondents and
increased from $7.7 million in 1980 to $8.5 milliom in 1981, before returning
to 37.7 million in 1982. Lost sales as & share of respondents' exports of
counterfeited products increased annually, from 25.2 percent in 1980 to
36.8 percent in 1982; clearly, counterfeiting affected these respondents’
potential exports. Part of the decrease in lost sales in export markets is
attributed to companies hiring detective services and enlisting the aid of
counterfeit detection devices. As in the case of domestic sales, export sales
were not affected by price suppression.

Impact on U.S. employment.--The loss of employment resulting from a loss
of $1 billion in combined export and domestic sales in the wearing apparel and
footwear sector due to counterfeiting and similar unfair trade practices in
1982 (assuming that 31 of lost export sales equals 31 of lost domestic
production and $1 of lost production equals $1 of lost output), by affected
industry sector, is shown in the following tabulatien: )/

Industry sector Emplovment loss
Agriculture, fisheries, and
forestry products--—-———- 1,048
Mining 252
Maintenance and repair----- 216
Manufacturing-- 42,899
Apparel 20,824
Hosiery and knit goods—-- 7,341
Fabric, yarn, and thread
mills - 6,287
Leather products, includ-
ing footwear-—-—————== 2,934
Synthetic fibers-—————- 1,041
Industrial chemicals———— 511
Total 844,415

Other effects on profitability.—Identification, registration, and
enforcement costs by respondents increased from almost 21.0 million in 1980 to
$4.8 million in 1982 in both the United States and export markets. The bulk
of the increase in the U.S. market occurred in detection costs for items such
as optical light scanners, whereas most of the increase in the export markets
appeared to be in registration of trademarks and brand names. Identification
and enforcement costs for other types of unfair trade practices, primarily
trade dress/passing off, were reported by five domestic producers at
$1.3 million in 1982 for goods that were also counterfeited. Additionally,
three producers indicated that they had allocated $2.0 million in 1982 for
identification and enforcement costs for noncounterfeited merchandise the
gales of which were affected by unfair trade practices other than duplication.

1l/ Employment loss is based on the U.S. Department of Labor input/output
model; the loss of employment resulting from a hypothetical loss of 310 million
in output due to counterfeiting of wearing apparel and footwear is shown in
app. C.
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The producers surveyed indicated thet the identification, registratiom,
and enforcement costs incurred in detecting counterfeit apparel and footwear
increased from $463,000 in 1980 to $2.8 milliom in 1982 in export markets.
Throughout the period, these detection expenses accounted for less than
1 percent of commercial shipments that were reported in the Commission
questionnaire. The number of respondents registering their trademarks with
the Customs service also increased from six, with registration costs totaling
$108,000 in 1980, to nine companies, with registration costs toteling $943,000
in 1982. An increase was also apparent in the registration coste in export
markete which were reported by only 2 respondents in 1980 and by & respondents
($1.1 million) in 1982. As is evident with the increasing enforcement costs,
many companies are taking an increasing number of precautionary messures in
order to combat the counterfeit problem.

Chemicals and Releted Products

Overview

Description and trade.--The sector for chemicals and related products
encompasses industries producing the following products: industrial inorganic

chemicale; drugs and pharmaceuticals; soaps, detergents, cosmetics, and toilet
preparations; industrial organic chemicals; agricultural chemicals, including
pesticides and fertilizers; petroleum products; miscellanecus chemical
products; and miscellaneous rubber and plastic products (excluding tires and
rubber footwear). Of primary importance to the subject of this investigation
are pesticides and other agricultural chemicals, coemetics and toilet
articles, and drugs and pharmaceuticals. '

U.S8. production of chemicals and related products increased from
$409.6 billion in 1980 to $469.8 billion in 1981, and then declined to
$426.1 billion in 1982. Apparent U.S. consumption followed a similer pattern,
rising from $474.1 billion in 1980 to $535.9 billion in 1981, then declining
to $475.7 billion in 1982. Imports increased from $90.9 billiom to
$93.9 billion from 1980 to 1981, and the declined to $78.1 billion in 1982.
Exports of these products increased annually from $26.4 billion in 1980 to
$28.6 billion in 1982.

Questionnaire response.--There were 34 respondents to the Commission's
questionnaire in the sector for chemicals and related products. Of these, 13
regpondents indicated counterfeiting of one or more of their products, and 22
responded negatively. The respondents accounted for approximately 10 percent
of production in the entire gector in 1982; however, it should be noted that
within this sector, a significant share of production is accounted for by
products that are not susceptible to counterfeiting, such as basic industrial
organic and inorganic chemicals and petroleum refining. Coverage of the most
significant industry sectors was higher; gquestionnaire responses covered an
estimated 15 percent for the agricultural chemicals industry, 40 percent for
the drug and pharmeceutical industry, and 50 percent for the cosmetic and
toilet articles industry.

Counterfeited products.--The respondents reported 33 product items
subject to counterfeiting during 1980-82. The largest number of counterfeits

(23) were reported for cosmetics and toilet articles, including perfumes and
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colognees (14) and permanents and other hair preparations (3). Shampoo,
decdorant, hair spray, hair tonic, and cosmetics, including lipstick and
makeup, were all reported once. Counterfeiting in the agricultural chemicals
industry included a fungicide, herbicide, insecticide, and a plant growth
regulator. Both antibiotics and vitamins were counterfeited in the drug and
pharmaceutical sector. In addition, counterfeiting of motor oil, sutomotive
additives, plastic food containers, and cleaning pad products was reported.

Current assessment and trends.-—Competition between legitimate products

and counterfeits in this sector appears to be confined entirely to foreign
markets. None of the respondents to the questionnaire indicated the presence
of foreign counterfeits in the U.S. market. In addition to counterfeits,
respondents also reported gray market sales for seven products, trade dress
and passing off for 27 products, and patent infringement for 127 products.
More than 99 percent of the lost sales due to these other unfair trade
practices occurred in export markets. Although an estimate of total lost
sales due solely to counterfeiting in the chemicals and related products
sector is unavailable, industry sources estimate that lost sales resulting
from both counterfeiting and similar practices ranged between $£170 million and
$240 millior in 1982, and that virtually all of these losses occurred in
export markets. It has been hypothesized that the close Governmental
regulation of a significant percentage of these products, particularly drugs,
agricultural chemicals, and cosmetics, retards any great import and sale of
foreign counterfeits in the United States.

Counterfeiting and similar trade practices are growing and are of
particular concern in this industry because of the widespread health and
safety implications. The items most traditionally.counterfeited in this
sector are cosmetics and perfumes--these products, which rely most heavily on
brand name identification, remain the most widely counterfeited.
Counterfeiting has also spread intoc similar consumer goods, such as hair
sprays, deodorants, and soaps. A trend of growing concern is the increasing
incidence of counterfeiting of drugs and agricultural chemicals. Drug
counterfeits that are ineffective or inimical pose a direct threat to the
health and safety of the user. Ineffective agricultural chemicals, in
addition to posing a potential hazard ko the user, can also result in
devastating crop losses.

Source countries.——0Of the 13 affirmative questionnaire responses, 12
respondents identified 16 source countries of counterfeit products in this
sector. Countries that were reported as a source of more than one counterfeit
product item and the number of product items obtained from each country are
shown in the following tabulationm:

Source Number o unterfeited duct ems

Indonesig-——————————nn 1
b L7 T R ———
Turkey—--——————=————
Thailand-———————=——=a-
Singapore-—————————mm-
Philippines-—————===-
Republic of Korea----
Hong Kong-----—=—=——==
Indig——————————————

B R R LD LD LD O D WD
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Columbia, Mexico, the Netherlands, Nigeria, South Yemen, Tunisia, and the
United Kingdom were each listed as the source of one counterfeited product
item.

Respondents alsc reported 21 countries as sources of products falling
under other unfair trade practice categories similar to counterfeiting, as
shown in the following tabulationm:

Source Mumber of product jtems

Taiwan——-—— o 1
Indonesia-——
Philippines———=——c—ae—o
Spain--- -

P S L A et e s
Republic of Korea—----——-
Malaysia- — =
Switzerland-- B
Turkey--- —
United Kingdom————-—--——-
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Australia, Argentina, Brazil, Prance, Guatemala, Greece, Japan, New Zealand,
Nigeria, Peru, and West Germany were each listed as the source of one product
item in this category.

Impact of counterfeiting on the industry
Impact on the U.S. market.--As indicated previously, the respondents

reported no occurrences of foreign counterfeits in the U.S. market during
1980-82. Furthermore, according to industry sources, sales of foreign-produced
counterfeits in the United States are negligible for this sector.

Impact on U.S. exports.--All sales of counterfeits in the chemicals and
related products sector reported by guestionnaire respondents were in export
markets. Twelve respondents indicated that counterfeits occurred inm & total
of 32 countries during 1980-82. These markets and the number of counterfeited
product items reported in these markets are, as shown in the following
tabulation:
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Market

Indonesia
Taiwan-- -
Nigeria
Thailand
Turkey
Saudi Arabia---
Hong Kong
India
Kuwait--
Malaysia
Philippines——
Abu Dhabi
Dubai
Netherlandg—====
Republic of Korea——
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The following countries were reported as the market for one product item
each: Australia, Belgium, Costa Rica, Cyprus, Ethiopie, France, Ivery Coast,
Mexico, Panama, Qatar, South Africa, South Yemen, Tanzania, Tunisia, the
United Kingdom, West Germany, and Zimbabwe.

In comparing the export markets with the source countries, it is evident
that in many cases the counterfeits are produced for local consumption.
Columbia and Singapore were the only sources that were not reported as
markets. Furthermore, counterfeits were exported from a number of source
countries, particularly Indonesia and Taiwan, to third-country markets.

Market countries Abu Dhabi, Australia, Belgium, Costa Rica, Cyprus, Dubai,
Bthiopia, Prance, Ivory Coast, Kuwait, Malaysia, Panama, the Republic of South
Africa, Tanzania, West Germany, and Zimbabwe were not reported as sources of
counterfeits.

A total of 33 items were reported by 13 respondents as having been
counterfeited in U.S. export markets during 1980-82; there were 14 products
were reported by 8 respondents in 1980, 18 products (8 respondents) in 1981,
and 25 products (1l respondents) in 1982. Eight respondents indicated that
the counterfeits were physically or operationally different from the original
(in makeup or function), and five of these reported & loss of goodwill or
damege to the trade pame stemming from the sale of such counterfeits,
including two respondents that lost sales of noncounterfeited product items
due to damage to their trademark. Only one respondent reported lowering
prices in response to the sale of counterfeits (further details are omitted
due to reasons of confidentiality). Only three respondents could quantify
their lost export sales in 1980 and 1981, with five providing such data in
1982. Export sales lost to counterfeits were estimated at $5.2 million in
1580, $1.5 million in 1981, and $857,000 in 1982, representing 10 percent,
2.2 percent, and 1.5 percent, respectively, of respondents’' exports sales of
the affected products in those years. In addition, four respondents reported
s total of $15.6 million (28 percent of exports) of sales lost in 1982 due to
unfair trade practices similar to counterfeiting.

Although total industry estimates of exports lost solely due to
counterfeiting are not available for this sector, industry sources estimate
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that total export sales lost inm 1982 due to counterfeiting and similar unfair
trade practices ranged between $170 million and $240 million. Lost sales in
the agricultural chemicals industry were estimated to range from $50 million
to $100 million ennually, and losses in the cosmetics and toilet articles
industry were approximately $20 million. Firme in the drug and pharmaceutical
industry were estimated to have lost $40 million to $50 million annuelly to
all counterfeiting end similar unfair trade practices and $2 million to
counterfeiting alone. Estimated export sales lost through both counterfeiting
and similar practices in the petroleum products and rubber and plastic
products industries was $50 million, with $5 million in sales lost to
counterfeiting alone inm 1982,

Impact on U.5. employment.--The number of jobs lost with a loss of
$170 million and $240 million in export sales in 1982 (assuming that $1 in
lost export sales equals $1 in reduced production egquals $1 in lost output) is
shown in the following tabulation: 1/

Loss of @ Loss of
Industry sector 70 m n $240 million
Agricultural, forestry,
and fisheries-======== 48.6 68.6
Mining-==—===——————————— 118.3 167.0
Maintenence and repair-- 52.1 73.6
Manufacturing---======== 2,073.0 2,926.6
Plastic productg——-—---—- 464 .8 656.2
Industrial chemicals-- 272.1 3Bs.1
Drugs--- - = 198.2° 279.8
Rubber products—------ 142.6 201.3
Cleaning and toilet
preparationg-------- 137.5 194.1
Miscellaneous chemi-
cals products—-—-==- 90.9 128.3
Agricultural chemi-
calp——-————————————— 66.2 93.4
Paints and allied pro-
ducts—-—m—m————————— 57.2 80.8
Plastic materials and
synthetic rubber--—- 48.1 67.9
Petroleum products-———- 44.0 62.1
Total-———=cmmmmmmeee 2,292.0 3,235.8
er e ts o fitability.—-Identification and detection costs of

counterfeit goods in export markets of $589,000 were reported by five
respondents for 1980; in 1981, five respondents reported costs of $611,000,
and seven respondents reported costs of $545,000 in 1982. Identification and
detection costs averaged 1 percent of respondents' export sales annually.

1/ Employment loss was computed from the U.S, Department of Labor
input/output model; the loss of employment resulting from & hypothetical loss
of $10 million in output due to counterfeiting in the chemicals and related
product sector is shown in app. C.
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Four respondents reported registering their trademarks with the U.S.
Customes Service; however, concomitant with the lack of counterfeit sales
domestically, no enforcement cost relating to counterfeiting in the U.8.
market were reported during 1980-82. In foreign markets, two respondents
reported registration costs, and three reported other enforcement costs in
combatting counterfeiting in 1980, totaling $98,000., Total enforcement costs
of $273,000 were reported in 1981, In 1982, a total of $204,000 was spent on
enforcement--$58,000 on foreign registrations (3 respondents) and $146,000 in
cther enforcement expenses (9 respondents). In addition, four respondents
reported identification and enforcement costs stemming from similar trade
practices of $777,000 in 1982.

Transportation .Equipment Parts and Accessories

ov (o]

Description and trade.--This sector includes motor-vehicle parts and

accessories and aircraft parts. It is estimated that there are more than
20,000 firms in the United States that manufacture these products, employing
an estimated 900,000 workers. Included in this sector are original-equipment
parts (used in the assembly of new motor vehicles and aircraft) and replace-
ment parts used in the aftermarket. Production of motor-vehicle parts is
concentrated in the East North Central States (Ohio, Indiana, Wisconsin,
Illinois, and Michigan), and production facilities for aircraft parts are
located throughout the United States. Im 1982, less than 100 firms together
accounted for about 75 percent of the total production of the products
included in this sector. .

U.S. producers' shipments of these articles decreased from an estimated
%44 .4 billion in 1980 to $40.0 billion in 1982, or by 10 percent. The decline
in shipments was due to the U.S5. and worldwide recession during most of
1980-82, which caused a decrease in demand for both original-equipment and
replacement parts. U.S5. exports of sutomotive and aircraft parts increased
from $12.2 billion in 1980 to $14.6 billion in 1981, and then declined to
$£14.3 billion in 1982. U.S. imports increased from $8.0 billion in 1980 to
$9.9 billion in 1982, or by 24 percent.

u io es .==-Ninety-three gquestionnaires were received from
motor-vehicle and aircraft parts manufacturers. There were 15 affirmative
responses and 78 negative responses. The respondents together are estimated
to have accounted for more than 50 percent of production in this sector and
more than 90 percent of the counterfeited products during 1580-82. Data for
certain sections of the gquestionnaire, particularly lost sales, is less
complete, because several respondents known to be experiencing significant
counterfeliting of their products were unable to provide estimates of lost
sales.

Counterfeited products.--On the basis of questionnaire responses, the
hearing held by the Commission, telephone conversations with the industry, and
information gathered from magazine and newspaper articles, the following
products were identified as having been counterfeited or subject to other
unfair trade practices:
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A. Automotive parts:

0il, air, and gas filters

Spark plugs

Rediator and gas caps

Signal/hazard flashers

Clearance, marker, and auxiliary lights

Mirrors

Engine belts

Brake cylinders and linings

9. Body stampings (fenders, doors, etec.)

10. Cooling fans

1l1. Tapered roller bearings

12. Suspension and steering parts (ball joints, tie rod ends,
idler arms)

13. 1Ignition parts (points, caps and condensers)

E

-
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B. Aircraft parts:

Mast nute

Trunnion assemblies

Tail rotor grips, sliders, and driveshafts
Clutech drums

Fan drive gear sets

. Transmission center cases

. Belts

~ O WA B LD R

Current assessment and trends.--The aifcraft parts industry has not made

an estimate of the loss of sales due to counterfeiting, but it is estimated to
be small in relation to the total production of aircraft parts manufectured by
U.8.-owned firms. In addition, a significant portion of the publicly reported
counterfeiting of sircraft parts appears to be domestic in origin. One msjor
U.5. automotive parts and accessories association estimated that all
counterfeiting and other forms of unfair trade practices (both foreign and
domestic), such as passing off, resulted in lost sales of $12 billion
annually, with $3 billion of this sold within the United States. Another
large association estimated the annual loss to be about $3 billion worldwide.
No estimate, however, has been made concerning the loss attributed sclely to
counterfeiting. In 1982, worldwide production of aircraft parts by U.S.-owned
firms is estimated to total about $12 billion to $15 billion, and worldwide
production of automotive parts and accessories by U.S.-owned firms is
estimated at %40 billion to %50 billiom.

According to questionnaire responses, U.S. aireraft and motor-vehicle
parts’ producers lost about $8.0 million in sales worldwide during each of the
last 3 years due to counterfeiting. Approximately $1.0 million of the total
congisted of losses to domestic markets, and the remsining $7.0 million, to
export markets. According to industry sources, however, domestic sales lost
due to counterfeiting were far less significant than sales lost due to other
unfair trade practices such as pessing off and patent and copyright
infringements.

Although no association or industry representative was able to make an
accurate assessment of the magnitude of counterfeiting, all parties believed
that counterfeiting and other unfair trade practices were becoming more
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widespread, especially in third world countries. According to the
respondents, lost sales due to counterfeiting remained relatively constant
during 1980-82, ranging from $7.8 million in 1980 to $8.0 milliom in 1982.

Source countries.--Respondents indicated that the primary country
responsible for counterfeit parts and accessories was Taiwan (16 product
items). In addition, India and Singapore were reported as sources for three
product items each, Thailand was reported for two items, and Australis and
Korea were reported for one item each. Two major associations also indicated
during the Commission's hearing on counterfeiting that Taiwan and South Korea
were the principal sources of not only counterfeit goods, but goods competing
under other unfalir trade practices as well. Respondents reported Australia,
New Zealand, and Spain as other sources of products in this category.

1 i o dust

Impact on the U.S. market.—-Data compiled from the questionnaire

responses indicate that domestic sales lost due to counterfeiting amounted to
less than $3.0 million during 1980-82. U.S. shipments by these respondents
increased from $61.0 million in 1980 to $84.7 million in 1982, or by 39
percent. Domestic lost sales due to counterfeiting in 1982 were reported by
the respondents to be less thean $1.0 million; thus, the counterfeiting losses
represented less than 1 percent of total domestic sales in 1982, The U.S.
industry was unable to estimate domestic loss of sales due to counterfeiting,
but one association did estimate total worldwide lost sales due to all unfair
trade practices at $3 billion.

Impact on U.S. exports.--According to questionnaire respondents, the
principal U.S. export markets affected by counterfeiting were Kuwait (five

products items reported), Taiwan (three reported), and New Zealand, Canads,
Brazil, Saudi Arabia, Singapore, and Thailand (two product items reported in
each). Australia, Philippines, Mexico, France, Italy, West Germany,
Argentina, and the United Kingdom were each liszted as a market for one product
item esach. Lost sales to all of the sbove-pnamed countries amounted to
approximately 37.1 million each year during 1980-82, according to the
respondents. Industry sources were unable to estimate the total amount of
lost export sales due only to counterfeiting.

Impact on U.S. employment.--The loss of u-plnrnent resulting from a loss
of $3 billion in combined export and domestic sales in the automobile parts
and accessories sector due to counterfeiting and similar trade practices in
1982 (assuming that $1 of lost export sales equals 31 of lost production and
$1 of lost domestic production equals $1 of lost output), by affected industry
sectors, is as follows: 1/

1/ Employment loss is based on the U.S. Department of Labor input/output
model; the loss of employment resulting from a hypothetical loss of 310 milliem
in output due to counterfeiting of automobile parts and accessories is shown
in app. C.
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Industry sector Employment loss
Agriculture, fisheries, and
forestry producks-—-——-—==—- - 372
Minilag---—---—=—cmmmmmmm e 857
Maintenance and repair------ - 567
Manufacturing----=—==cccomcaaa- 45,666
Automobile parts and acces-
T L] 21,985
Metal stampings—---——=—====== 2,583
Blast furnaces and basic
steel products-—--———=———=—- 2571
Iron and steel foundries and
forgings——-——-————-——-——- 2,083
Total---—-———mmmmmmeme e 47,462
Other effects on profitability.--The cost to the industries covered in

this sector of identifying counterfeited aircraft and motor-vehicle parts in
the U.5. market was estimated to range from 366,000 to $58,000 during 1980-82,
and identification and detection costs in U.S. export markets averaged about
$140,000 annually during 1980-82. It should be noted, however, that fewer
than 10 firms responded to this section of the gquestionnaire, and the total
cost reported is presumably understated.

Miscellaneous Metal Products, Machinery, and Electrical Products

Overview

Description and trade.--The products included in this sector are those
covered in parts 3, 4, 5, and 6, schedule 6, of the Tariff Schedules of the
United States (TSUS). These products are categorized, generally, as metal
products, machinery and mechanical equipment, electrical machinery and
eguipment, and transportation equipment (except parts of transportation
equipment). Metal products include such articles as containers, cordage and
screen, fasteners, nonpowered hand toole, end cutlery. Machinery and
mechanical eguipment encompasses general-purpose machinery, earth-moving and
mining machinery, agricultural, pulp and paper, and textile machinery, office
machines, and machine tools. Electrical machinery and equipment contains
consumer appliances, telephone and telegraph equipment, radiotelephonic and
radiotelegraphic apparatus (including consumer electronic products), and
electronic components. Included in transportation equipment (except parts)
are rail locomotives and rolling stock, motor vehicles, aircraft, and
watercraft.

Total U.S. shipments of the products included in this sector increased
from $463.7 billion in 1980 to $498.3 billion in 1981, eand then declined to
$483.1 billion in 1982. Total employment increased from 7.7 million workers

in 1980 to 8.0 million in 1981, and then declined to 7.6 million in 1982.

The total value of U.S. exports of the products included in this sector
amounted to $82.6 billion in 1980, $91.8 billion in 1981, and $83.1 billionm in
1982.
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gggggignnglzg_jglggnlg.--For the products covered in this sector, 31

firme responded to the Commission’s gquestignnaire; 12 reported instances of
counterfeiting, and 19 reported that they experienced no problems with
counterfeited goods. The questionnaires were mailed to firms which together
account for an estimated 10 to Z0 percent of the value of shipments of these
products.

Counterfeited products.--In the responses to the questionnaire, firms
reported 17 products were being counterfeited. These include vises, dies,
planers, joiners, toasters, video computer systems hardware, industrial plug
valves, fuses, battery packs, piezoelectric speakers, circuit breakers, wire

connectors, integrated circuit devices, and video switches.

Current assessment and trends.--Respondents reported that sales lost as a
result of counterfeiting increased from $1.2 million Im 1980 to $2.8 million

in 1982. When similar unfair trade practices are considered, lost sales for
1982 increased to $7.9 million. Although an overall estimate of sales of Lthe
products in this sector lost solely due to counterfeiting ls unevailable,
industry sources estimate that total domestic and export sales ranging between
$40 million and $60 million were lost due to counterfeiting and similar trade
practices in 1982.

There are no discernible trends in the kinds of products counterfeited;
both consumer and industriel products were reported as being counterfeited.
The number of instances of product counterfeiting has increased from 10 in
1980 to 18 in 1982 according to questionnaire responses. Counterfeiting in
U.S. export markets is more prevalent than in the domestic market; respondents
reported 13 instances of counterfeiting in foreign markets in 1982 and S
instances in the domestic market.

Source countries.--According to questionneire responses, Taiwan was the
principal source of counterfeit products, being cited in 12 instances of
counterfeiting. Canada, Hong Kong, Argentina, the Philippines, and Indonesia
were each cited as source countries in at least one instance. In additionm,
five respondents indicated that products that were counterfeited also
experienced competition from products falling under the following practices--
gray market (three items), trade dress and passing off (five items), patent
infringement (two items), and copyright infringement (one item). Pour
respondents report trade dress and passing off of 10 products, patent
infringement of Z products, and copyright viclations of 1 product, none of
which were also counterfeited. 1In total, Taiwan was listed 15 times as a
source of products falling in these categories; Hong Kong, twice; and
Argentina, China, Japan, and the Philippines, once each.

ac du

Impact on the U.S. market.--The value of U.S5. shipments of these products
as reported in questionnaire responses totaled $128.8 milliom in 1980,

$159.2 million in 1981, and $£132.2 million in 1982. Total employment reported
by the questionnaire respondents was 15,391 in 1980, 21,149 in 1981, and
17,800 in 1982. Sales lost as a result of counterfeiting reported by these
respondents amounted to $1.2 million in 1980, $1.4 milliom in 1981, end

$2.9 million in 1982. Respondents to the survey estimated that sales lost to
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all forms of unfair trade practices, such as passing off, patent infringement,
copyright infringement, and unauthorized sale, amounted to $7.9 million in
1982. Although domestic sales lost solely due to counterfeiting for the
sector are not available, it is estimated that total domestic sales lost due
to counterfeiting and similar practices ranged between $10 million and

$15 million in 1982. Two firms reported that they reduced the prices of their
affected product lines as a result of counterfeiting. Additionally, seven
firms reported that the counterfeited products had caused them to lose sales
due to loss of poodwill.

Impact on U.S. exports.--The principal U.S. export markets affected by
counterfeit products have been the Philippines (six reported instances of
counterfeiting). Canada (four), and Taiwan (three). Italy, Hong Kong,
fingapore, Venezuela, and Japen were reported as having two instances each,
and one occurrence each was cited for Australie, Argentina, Austria, Brazil,
Indonesia, Mexico, the Netherlands, New Zealand, Nigeria, Spain, Sweden, the
United Kingdom, and West Germany. Venezuelas and Canada were reported as
having the largest figures for lost sales; however, response on lost sales, by
markets, was spotty and, therefore, not indicative of the overall picture.

The value of exports reported by questionnaire respondents wae $19.2 million
in 1980, $20.6 million in 1981, and $15.9 million in 1982. Sales lost in U.S.
export markets are reported to have totaled $1.2 million in 1980 (6.3 percent
of exports), $1.4 million in 1981 (6.8 percent), end $2.4 million in 1982
(15.1 percent). Although estimates of export sales lost solely due to
counterfeiting are not available for the sector as a whole, it is estimated
that $30 million to $45 million in export sales were lost due to counter-
feiting and similar practices in 1982. No respondents reported reducing
prices as a result of counterfeit sales in export markets.

Impact on U.S5. employment.--The diverse nature of the products in this
sector renders the calculation of any employment loss based on lost output
purely speculative. However, the employment loss resulting from a
hypothetical loss of $10 million in output due to counterfeiting in the
computer equipment industry, the household appliance industry, and the
electronic components industry in 1982 is shown in appendix C.

Other effects on profitability.--The costs of detection of counterfeit
products have increased in both the domestic and U.S. export marksts.
Domestic market detection costs increased from $3.000 in 1980 to $12,000 in
1981 and $175,000 in 1982, and export market detection costs increased from
$198.000 in 1980 to $200,000 in 1981 and $378,000 in 1982. During 1980-82,
the costs of detection, as & share of the value of sales, were less than
1 percent in the domestic market and 2 percent in export markets.

The costs of trademark enforcement also increased over the period but
were highest in 1981. As reported by gquestionnaire respondents, enforcement
coete in the domestic market were $43,000 in 1980, $102,000 in 1981, and
$69,000 in 1982. Enforcement costs in the export market were $20,000 in 1980,
$148,000 in 1981, and $36,000 in 1982. Eight firms reported that they had
registered their trademarks of goods affected by counterfeiting with the U.S.
Customs Service, and two reported they had not.
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Records and Tapes
Overview

Description and trade.--For the purpose of this section, the record and
tape industry includes phonograph records and recorded tapes; master records

and tapes; and blank audic and video magnetic tape. Records and recorded
audio tape are used by commercial radic stations and millions of people who
own record- and tape-playing equipment. Recorded video tape is used in pay
television and network television to store and broadcast certain programming.
Motion-picture firms may license recording companies to record film on video
cassettes for eventual use with consumer video playback eguipment.

U.S. shipments of records and tapes rose from $1.8 billion in 1980 to
$2.3 billion in 1982. This increase may be attributable in part to higher
unit prices of records and tapes and growing consumer demand for blank tapes.
The gquantity of records and recorded tape shipments has declined in recent
years. The advent of electronic video games is estimated to be siphoning off
as much as $1 billion annually in potential record and tape sales. Another
$1 billion annually in retail sales may be lost to home taping.

There are 15 major producers of recorded audio, 15 major producers of
recorded video and 10 major tape producers in the United States. Together,
they account for 85 to 90 percent of U.S. production. During 1980-82,
estimated employment of production workers in the industry fell from 16,700 to
11,600. The United States is the world's largest consumer of phonograph
records. Estimated apparent consumption of records and tapes rose from
$1.7 billion in 1980 to $2.2 billion im 1982% The ratio of imports to
consumption fluctuated between 15 and 20 percent during this peried. U.S.
imports increased from $264 million in 1980 to $406.1 million in 1982. The
United Kingdom, Canada, and West Germany were the top suppliers of phonograph
records to the United States. Canade and the United Kingdom were also the
leading suppliers of sound recordings on magnetic tape. Principal suppliers
of blank tapes included Japan, Mexico, and Hong Kong. U.5. exports increased
from $356.2 million in 1980 to $506.8 million in 1982. Major market outlets
for U.S. exports of phonograph records include Japan, the United Kingdom, and
Canada; for blank tapes, they include the United Kingdom, West Germany and
Canada. The U.S. balance of trade for records and tapes showed a surplus of
$91.8 million in 1980 and $100.7 million in 1982. The bulk of this surplus
wag accounted for by the large international demand for U.S. production of
phonograph records, audio tape recordings and nonsound magnetic recordings.

Questionnaire response.--There were 16 respondents to the Commission's
questionnaire, of which eight reported in the affirmaetive and eight in the
negative. Records, tapes and video recorded cassettes were reported to be the
chief items counterfeited (or pirated), although two instances of counterfeit
blank tapes were reported. Together, the respondents constitute over
50 percent of the U.S. record and tape industry. The Recording Industry
Association of America (RIAA) submitted a written statement to the Commission
on behalf of its membership. As a consequence, most respondents to the
Commission's questionnaire that are RIAA members deferred their responses to
the RIAA's written collective statement, although respondents did provide some
information directly to the Commisesion. The record and tape industry’'s
problem with counterfeiting focuses on both counterfeit and pirate products
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manufactured abroad. Overseas sales of domestically created and foreign-
produced sound recordings are displaced by foreign-produced counterfeit discs
and prerecorded tapes. Since prerecorded discs and tapes are usually not
shipped in export, the manufacture for export of the discs and tape embodying
the U.8. sound recordings generally does not take place in the United States
according to the RIAA. Given the atypical counterfeit problem facing this
industry, including the fact that pirates may constitute the majority of this
problem, this section includes data compiled both from the reporting firms and
the RIAA. The RIAA dats and estimates cover products which have been
counterfeited and pirated but excludes data on blank tapes and cassettes. The
reporting firme and the RIAA could not provide separate data and estimates for
counterfeit and pirate products. The purpose of the RIAA written statement
was to provide the Commission with an industrywide overview of the impact of
foreign product counterfeiting and pirating on U.S. industry and to recommend
steps for U.3. Government action. The RIAA's membership includes recording
companies which create and market over 85 percent of authorized prerecorded
records and tapes manufactured and sold in the United States. The RIAA has
its own active anticounterfeiting/antipiracy task force to which many of the
member respondents contributed financially.

Current assessment and trends.--Counterfeiting is & chronic problem in

the record and tape industry, slthough some progress was made during 1980-82
to combat it. As many as one in four records and tapes may be bogus in U.S.
retail stores. One mejor industry group claimed that of 500 record stores
surveyed, 90 percent carried at least some counterfeit stock. In additionm to
counterfeits, two other methods by which illicit records and tapes are
manufactured and sold include (1) piracy--the copying and sale of recorded
material without duplicating the packaging and without any compensation paid
to and authorization given by the copyright holder; and (2) bootlegging—-the
unauthorized taping and sale of live music. Most industry sources indicate
that piracy is the largest problem facing U.8. manufacturers both at home and
abroad,

Data provided by the respondents, RIAA and the International Federation
of Phonogram and Videogram Producers (IFPI) indicate that the Far East is the
largest source of counterfeit and pirate records, tapes, and cassettes in the
world today. The following table lists the source countries, estimated number
of bogus units produced and the estimated value of lost U.3. export sales in

1982,

Source countries.--Leading the list in 1987 was Singapore where an
estimated 90 percent of sound recordings manufactured or sold in the country
were counterfeit or pirate. IFPI reported that pirate and counterfeit
manufacturers and exporters in Singapore have now retained their own specisl
counsel to defend every counterfeiting and piracy prosecution brought by the
Singapore Government. In India, 95 percent of the country's legitimate sound
recording merket was undermined by counterfeit and pirate products in 1982.
The RIAA and the IFPI estimate that 95 percent of the music cassettes
manufactured and sold were counterfeite or pirates in 1982 in the Middle
Eastern countries of Bahrain, Kuwait, Saudl Arabia, Syria, and the United Arab
Emirates. In other Middle Eastern countries such as Lebanon, Morocco, Tunisia
and Turkey an estimated 90 percent of the market is undermined by counterfeit
and pirate tapes. In Nigeria, where no legitimate music cassettes were
manufactured or sold in 1982, sales of counterfeits and pirates in excess of
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Production of counterfeit and pirated products and estimated
major markets, 1982

Estimated produc-
tion of counter-

Estimated lost

Region Source i Item ; Peit uad piveted 3 U.S. export
. ; g product ; sales
: : : 1,000 units ¢ 1.000 dollars
Par Bagt---——-—-: Singapore----——===——: All sound record : 85,000 : 10,400
: : ings. . :
: t Unrecorded tapes--: _630 : 1/
' H Subtotal--- H 85,650 : 10,400
: Indonesia——- : Recorded tapes=-==: 40,000 : 38,000
: Indlg=======—e—me—=-: Recorded tapes---—-: 30,000 : 39,000
: Talwan : Recorded tapes----: 3,600 : 1,400
: : Recorded dises———-: 1,620 : 600
: ; $ Subtotal—=———: 3.220 : 2,000
! Malaysia———wceecaa : Recorded tapes----: 2,700 : 1,700
: Philippines————====: Recorded tapes----: 2,500 : 2,800
: Republic of Kores-—-: All tapes—-—-———-— : 1,750 : 700
: Thailand--———-—=ee-= : All sound record : 900 : 600
: :  ings. : :
- Total===e=====; 168,720 : 95,200
Latin America--: Mexico—=—=—==—=e-ea: Recorded tapes----: 11,000 : 15,000
i - Total-—--——==—=: 11,000 : 15,000
Europe———=——===: Ttaly : Recorded tapes----: 5,500 : 1/
. t All other sound : 680 : 1/
: ¢ recordings. : i
: s Subtotal---=-=: 6,180 : 11,000
: Portugal-—————- ——: Recorded tapes----: 4,200 : 1/
: Unrecorded tapes--: 23 ¢ 1/
; Subtotal======: 4,223 : L/
Greecpe—ccmccccanaa : All tapef-—mcm—m—ea: 1/ z 9,500
i H Total ====mmae=; H
Africa——————e- -: Egypt : Recorded tapeg——-—-: 70 : 1/
: Migeria--——===—=———-: Recorded tapes----: 1/ 2 11,000
: : Total-cce—ee: 70 _: 11,000
% Grand total---: 190,193 141,700

1/ MNot ;v;illﬂln.

Source: Compiled from data submitted by the Recording Industry Association nf America and
from data submitted in response to guestionnaires of the U.S. International Trade Commission.
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$22 million were monitored by the IFPI. Local industry reported that
counterfeit and pirate products together accounted for nearly 100 percent of
the cassette market and & large proportion of the disc market. In additionm,
respondents reported that .Canada, the United Kingdom, the Netherlands, Panama,
the Republic of South Africa, and Spain were the main suppliers of counterfeit
or pirate prerecorded video cassettes, blank sudio tapes, and recorded audio
dises and tapes to the United States.

Act of cou

Impact on the U.8. market.--Counterfeit and pirate records and tapes
resulted in $525 million in estimated lost domestic U.S. sales in 1980 and
$400 million during 1982, as reported by the respondents and the RIAA. The
decrease in value of lost domestic sales to counterfeits and pirates may be
attributed in part to (1) decrease in records and recorded tape shipments due
to home taping and the sdvent of electronic video games; (2) increasing
industry and manufacturers' efforts to detect, deter, seize, and otherwise
combat bogus products; and (3) the deterring effect of the May 1982 enactment
of the Piracy and Counterfeiting Amendments Act, which provided stricter
criminal penalties for record, tape, and motiom picture piracy and
counterfeiting. Before 1982, a first offense for piracy and counterfeiting
was considered a misdemeanor with a conviction under the Copyright Act
carrying & maximum fine of $50,000 and 2 years in jail for repeat offenders.
The Piracy and Counterfeiting Amendments Act of 1982 makes piracy and
counterfeiting of records and tapes & felony for a first offender and raises
the maximum fine to $250,000 and 5 years in jail for convicted parties. The
industry is hopeful that thie legislation will deter piracy and counter-
feiting; it may have already. A majority of the respondentes reported having
registered their trademarks with U.S. Customs, which underscores their concern
with halting imports of bogus products at the country's ports of entry. MNone
of the respondents reported reducing their prices of any of the products with
which they have experienced counterfeiting or pirating. In the domestic
market, the respondents reported that street vendors, flea markets, discount
stores, and wholesalers to be the major selling agents of counterfeit and
pirate products.

Impact on U.3. g;gg;;; --Counterfeits and pirates resulted in $287 million
in lost export sales in 1980 and $258 million in 1982 as reported to the

Commission by the respondents and the RIAA. The decline in lost export sales
as a result of counterfeits and pirates during this period may reflect the

same circumstances which led to reduced lost domestic sales for legitimate
U.S. manufacturers.

Respondents listed the Far East, South Asia, South America, and Europe as
those areas where their legitimate products most oftem compete with
counterfeits and pirates. In export markets, the respondents reported that
trading companies, wholesalers, and small retail stores to be the major

selling agents of counterfeits and pirstes.

Impact on U.S. employment.--The loss of employment resulting from a loss
of $658 million in combined export and domestic sales in the record and tapes
industry due to counterfeiting and piracy in 1982 (assuming that 31 of lost
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export sales equals $1 of lost domestic production and $1 of lost production
equals $1 of lost output), by affected industry sector is as follows: 1/

Industry sector Employment loss
Agriculture, fisheries, and
forestry products——————- 201
Mining 192
Maintenance and repair-—- 231
Manufacturing 20,198
Records and tapegs———————— 10,644
Electronic components———— 2,685
Printing end publishing,
n.e.c. 642
Plastic products 356
Total 20,822

Qther effects on profitabjlity.--The industry is faced uith'thu difficult

task of prevention, detection and identification of counterfeits and pirates.
For instance, demand for cheap cassettes from the United States, Middle East,
Europe, and Latin America spurs production of bogus products. Identification
and detection costs expended by the respondents and the RIAA during 1980-82
remained steady at an estimated £3.5 million annually in both domestic and
export markets. In 1982, of the $3.5 million expended, $1.5 million was spent
domestically, and $2.0 million was spent in export markets to combat
counterfeits and pirates. Registration and litigation costs are estimated to
amount to another $£500,000 annually. Confiscation of counterfeit and pirate
records and tapes by U.3. law enforcement agencies yielded an increasing
number of bogus units during 1980-82. Assisted by the RIAA's Anti-Piracy
Unit, FBI, State, and local law enforcement agencies seized an estimated

$65 million in bogus sound and video recordings and related equipment in
1982. The RIAA reports that this figure represents the estimated value of
record-counterfeiting and audio/video-tape-duplicating equipment; masters and
raw materials; counterfeit, pirate, and bootleg LP's, singles, B8-tracks, and
cassettes; and bootleg video casseties seized in raide acroes the United
States in 1982. Similar confiscations amounted to over $55 millionm in 1980
and again inm 1981. Sources of these seized illegal products were both
domestic and foreign.

Sporting Goods
erview

Description and trade.--Sporting good products are used in athletic
competition, tests of physical skill, physical fitness training, and

recreation. U.S. shipments remained relatively unchanged during 1980-82,
ranging from $3.1 billion in 1980 to $3.4 billion in 1982, The industry
comprises about 1,750 firms operating 1,850 establishments concentrated

1/ Employment loes is based on the U.S. Department of Labor input/output
model; the lose of employment resulting from a hypothetical loss of $10 milliom
in output due to counterfeiting of records and tapes is shown in app. C.
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largely in California, New York, Texas, and Michigan. Total employment fell
from 56,600 in 1980 to 51,600 in 1982. The United States is the world's
largest single-country market for eporting goods. However, during 1980-82,
apparent consumption remained reletively unchanged at about $3.4 billion
annually. Imports in 1982 amounted to $665 million, up slightly from

$662.5 million in 1980. Taiwan, Korea, and Japan were the top three major
suppliers to the United States during the period. U.S. exports increased from
$338 millionm in 1980 to $373 million in 1982. Japan, Canada, and the United
Kingdom were the three top export markets. The industry suffered a negative
balance of trade during this period, from a $510.3 million deficit in 1980 to
a $555.5 million deficit in 1982.

Questionnaire response.--There were 10 respondents to the Commission's
questionneire, of which five reported in the affirmative and five in the
negative. Golf and tennis equipment were listed by the respondents as the
chief target of foreign counterfeiters. Those respondents, taken together,
constitute about 50 percent of the total tennis equipment and golf equipment
industries in the United States. Reepondents listed eight product items as
heving encountered counterfeiting during 1980-82.

Current assessment and trends.--Respondents reported the occurence of six

counterfeit product items in exports markets and four in the domestic market
during 1982. 1Inm 1980, two product items were discovered as counterfeits in
the domestic market, as were four in the export markets. Commercial shipments
of products that have been counterfeited rose substantially during the

period. Respondents' domestic shipments jumped from $30.8 million in 1980 to
$96.1 million in 1982. Eespondents' export shipments rose from $6.8 million
in 1980 to $32.0 million inm 1982. The number of workers who are employed in
manufacturing products which have been counterfeited remained between 818 and
847. During the period, over one-half of the respondents' total work forces
were involved in the manufacturing of products which have experienced
counterfeiting. Although lost sales due solely to counterfeiting are not
available, industry sources estimate that total lost export and domestic sales
of sporting goods due to counterfeiting and similar practices amounted to

$600 million in 1982.

Source countries.--Respondents listed five countries as the sources of
counterfeit sporting goods, including Teiwan (5 product items), Japan and
Koree (2 product items each), and the Philippines (1 product item). In
addition, Taiwan was reported as the source of three product items falling
into trade practices similar to counterfeiting, and Italy and Portugal were

each reported for one such product item.

Impact of countecfeiting on the industry
Impact on the U.8. market.--Counterfeits resulted in $1.6 million in lost

domestic sales as reported by the respondents. This represented 1.7 percent
of domestic commercial shipments in 1982 of those products for which the
respondents encountered competition from counterfeits. When similar unfair
trade practices are considered, total lost domestic sales increased to

$1.75 million in 1982. Total lost domestic sales amounted to $400,000 in 1980
and $1,000,000 in 1981, Estimates by one major trade associatiom of
industrywide domestic lost sales as a consegquence of all types of product
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counterfeiting amounted to $250 million annuelly for all sporting goods
equipment excluding wearing apparel. None of the respondents reported
reducing thelr prices of any of the products with which they have experienced
counterfeiting. This may suggest that the prices of counterfeits were in
close proximity to those of the suthentic products. In the domestic market,
respondents reported that discount stores and retail sports shops were the
most frequent selling agents of counterfeit goods.

Impact on U.S. exports.--Four respondents identified a total of 14 market
countries in which their exports were facing competition from counterfeits
during 1980-82. Australia led the list with four reported instances; Japan
and Singapore were each listed for three product items, and South Africa was
listed for two. Argentina, Canada, Chile, Hong Kong, Italy, the Philippines,
the Republic of Korea, Taiwan, the United Kingdom, and West Germany were each
reported markets of ome product item. - Counterfeits resulted in 1.7 million
dollars’' worth of lost export sales in 1982 as reported by the respondents.
This represented 5.3 percent of total export commercial shipments in 1982 of
those products for which the respondents encountered competition from
counterfeits. When similar unfair trade practices are considered, total lost
export sales increased to $2.5 million in 1982. Estimetes by one major trade
association of industrywide lost export sales as a consequence of product
counterfeiting and similar practices amounted to £350 million annually for all
sporting goods equipment excluding wearing apparel. Department stores and
retail sports shops were reported as the most frequent selling agents of
counterfeits in export markets.

Impact on U.S. employment.--The loss of employment resulting from a loss
of $600 million in combined export and domestic sales in the sporting goods
industry due to counterfeiting and similar practices in 1982 (assuming that $1

of lost export salee equals $1 of lost domestic production and $1 of
production equals $1 of output), by affected industry sectors, is as
follows: 1/

ust e Employment loss
Agriculture, fisheries, and
forestry products———————— 208
Mining—- 171
Maintenance and repair---—-==-= 151
Manufacturing 15,330
Sporting goods- 9,289
Plastic products 857
Fabric, yarn, and thread
mills 311
Total 15,860
her affects on profi ility.--Identification and detection costa

expended by the respondents during 1980-82 remained miniscule, amounting to
$65,000 for the entire period in both the domestic and export markets.

1/ Employment loss is based on the U.S5. Depaertment of Labor input/output
model; the loss of employment resulting from a hypothetical loss of $10 millien
in output due to counterfeiting of sporting goods is shown in app. C.
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Registration and other. enforcement costs during the period increased from
$17,000 to $44,000 in the domestic market and from $36,000 to $96,000 in the
export markets. Two respondents registered their trademarks with the U.S.
Customs Service on those products for which they probably encountered
counterfeiting from forelgn sources. When identification and enforcement
costs on products experiencing other unfair trade practices as reported by the
respondents are considered, total 1982 anticounterfeiting expenses amounted to
$225,000. One industry group estimates that the industrywide cost of
identiflication and enforcement on counterfelting and similar trade practices
amounted to between $4.0 million and $6.0 million in 1982,

Miscellaneous Manufactures

Overview

Counterfeiting occurs in a wide variety of product areas which stretch
acroes geveral U.S. manufacturing industries in addition to the industries
already discussed. Since this section comprises & wide variety of products,
it may be viewed ag a barometer of the nation's counterfeit problem at large.
The section shows how counterfeiting has spread through the U.5. manufacturinog
economy. There were 36 respondents to the Commission's gquestionnaire which
were categorized into this section, because their diverse and individualized
counterfeit problems do not fit into any of the industry sectors already
discussed in this report. Of the 36 respondents, 17 reported in the
affirmative, and 19 reported in the negative. Respondents reported 33 product
items which were counterfeited during 1980-82, including writing instruments,
flat goode, handbags, leather products, jewelry, watches, clocke, sunglasses,
computer software and related equipment, video games, and toys. Questionnaire
coverage was an estimated 10 percent for the various miscellaneous products
subject to counterfeiting. Respondents reported increasing occurences of
counterfeits in both the domestic and export markets. In the domestic market,
there were 22 counterfeit product items uncovered in 1980, 24 in 1981, and 26
in 1982. In export marketse, there were 16 counterfeit product items uncovered
in 1980, 21 in 1981, and 22 in 1982. Respondents' domestic shipments rose
from $641.3 million in 1980 to $1.4 billion in 1982. Respondents' export
shipments rose from $97.2 million in 1980 to $316.4 million in 1982. The
number of workers who were employed in manufacturing product which have been
counterfeited grew from 5,750 in 1980 to 6,880 in 1982. During this period,
approximately 30 percent of the respondents' totel work forces were involved
in the manufacture of legitimate products which have been counterfeited by
foreign manufacturers.

Taiwan was the most frequently reported source of counterfeit goods by
the respondents (26 product items). Hong Kong was reported as the source of
10 items; Korea, for 6 items; Japan, for 4 items; and Brazil, for 3 items.
Indie and Singapore were each cited for two product items, and Australia,
China, France, Italy, Kuwait, Mexico, Panama, Saudi Arabia, Thailand, the
United Kingdom, and West Germany, for one product item each, In the domestic
market, respondents reported that street vendors, wholesalers, discount
stores, department stores, and flee markets were the most frequent sellimg
agents of counterfeit goods; in export markets, street vendors, wholesalers
and retail stores were reported.
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Impact of counterfeiting opn the industry

Impact on the U.S. market.--In 1982, counterfeits resulted in lost
domestic sales of $1.0 million as reported by the respondents. When similar
unfair trede practices are considered, total lost domestic sales increased to
$10.0 million in 1982. This represented 1 percent of domestic commerical
shipments in 1982 of those products for which the respondents encountered
competition from counterfeits. Total lost domestic sales amounted to $600,000
in 1980 end %$800,000 in 198l1. Although an estimate of total lost domestic
sales of all miscellaneous products is not available, sales lost due to
counterfeiting and similar practices are estimated in excess of $200 millionm
in 1982, the bulk of this loss being due to practices other than
counterfeiting. Only six respondents reported reducing their prices of any of
the products with which they have experienced counterfeiting.

Impact on U.S. exports.--In 1982, counterfeits resulted in $6.0 million

in lost exports sales for the reported firms. When similar unfair trade
practices are considered, total lost export sales increased to $21.0 millionm.
This represented 6.6 percent of total export commercial shipments in 1982 of
those products for which the respondents encountered competition from
counterfeits. Total export sales lost due to counterfeiting and similar
practices were estimated to be in excess of $100 million in 1982. Respondents
listed, in order of highest Frequency, Taiwan, Hong Kong, Korea, the United
Kingdom, France, Singapore, Japan, Trinidad, Thailand, Panema, and Canada as
those export markets where legitimate products most often compete with
counterfeits. Forty-four countries were reported as export markets affected
by countecfeits in this sector.

Impact on U.S. employment.--The diverse nature of the products covered in
this sector renders any attempt at estimating employment lost due to counter-
feiting and similar practices through the use of the Department of Labor's
Input/ocutput model purely speculative. However, employment losses resulting
from the hypothetical loss of $10 million im output due to counterfeit, in the
luggage, handbag and flat-goods, game, and toy industries are shown in
appendix C.

t ab .--Domestic and foreign identification
costs for the reporting firms rose to $2.6 million in 1982 from $1.3 million
"in 1981 and $1.1 milliom in 1980. Domestic and foreign registration and other
enforcement costs also increased during this peried, from $215,000 in 1980 to
$500,000 in 1981, and jumped to $3.1 million in 1982. Fifteen respondents
registered their trademarks with the U.5. Customs Service. When other costs
to combat all unfair trade practices are considered, domestic and foreign
identification, detection, and registration costs rose to $9.0 million in
1982. This figure represented 0.5 percent of total commercial shipments for
the respondents in 1982.

DETECTION, IDENTIFICATION, PREVENTION, AND ENFORCEMENT METHODS

As an open-ended gquestion, the Commission asked respondents to report om
methods they have used to combat product counterfeiting and the effectiveness
of such methods. Responses were categorized by Commission staff inteo 10
methods for detection, identification, and prevention and six methods for
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enforcement. Those responding to this section constituted 76 percent of the
total affirmative responses for the Commission questionnaire. Table 5
provides the frequencies by which the reporting firms employed these methods.

Taken together, the respondents revealed that there is indeed a step-by-
step process by which they attempt, with mixed results, to find and stop
counterfeiters. The process begins with the detection of the existence of the
counterfeit. Detection is followed by an investigation into the origins and
principals of the counterfeit product, which is in turn followed by attempts
to prevent further production. The process ends with enforcement action
undertaken by the legitimate manufacturer of the trademark holder against the
counterfeiter through the court system. Each step in the process is dependent
on whether the previous step has been carried out. PFor instance, enforcement
action cannot be undertaken if the source or distributor of the counterfeit
cannot be proven. Responding firms were burdened by the many obstacles they
faced in tracing the source of counterfeits and enforcing their trademark
rights.

One theme which ran throughout the responses and echoed the frustration
felt by most of the respondents dealt with the scantiness of the combat
methods aveilable to U.8. firms and industries relative to the enormity of the
counterfeit problem. Most respondents felt that their anticounterfeiting
methods and techniques alone will not displace counterfeits altogether; they
may stem the tide and make it more difficult for counterfeiters to succeed.
However, so long as the economic rewards remain high and the penalties low, so
long as sources of counterfeit production remein very difficult to identify
and thus prosecute, and so long as counterfeiters will continue to find ways
to skirt existing lawe and industry combat methods, counterfeiters will remsin
in business.

Step One: Detection

The message which may be drawn from the respondents is that although it
is prudent and useful to employ a variety of detection methods, some
counterfeits will still go undetected. Equally problematic is the
manufacturer's fear that a detected counterfeit, once publicized, will hurt
its reputation and sales. Many counterfeit products go undetected because
they are so closely identical to the authentic and since many manufacturers do
not bother to be watchful. Some U.S. manufecturers may not be aware that
their products are being counterfeited and sold in this country or abroad. Of
those counterfeits actually found, respondents reported that their detection
was most frequently left to private investigators or trademark watch services
and alert wholesale and retail sales persons, buyers, distributors and field
personnel. Forty-three respondents reported that they registered their
trademark with the U.8. Customs Service. An alert seles force with watchful
buyers, local employees, licensees and distributors in this country and abroad
trained to be on the lookout for counterfeit goods wes cited by 23 respondents
as & maejor detection method relied upon. Through sample purchases,
particularly at retail outlets and in gecgraphic regions outside the
manufacturer's regular distribution channels, counterfeits may be detected by
company representatives and agents. Counterfeits may also be detected at
trade shows in which both the legitimate manufacturer and counterfeiter have
been known to display their wares or advertise them in catalogs. Only two
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respondents reported customer complaints as s method of detecting counterfeit
products. Most of the respondents both to the Commission's questionnaire and
to its telephone survey of major U.8. retailers (see distribution sectionm)
reported that they run a tight distribution system and maintain tight
inventory control. Only established, reputable middlemen are employed. Such
measures may reduce the frequency with which unsuspecting consumers at
established major retail stores encounter counterfeits. There are other
telltale signe of counterfeit products which could lead to their detection by
consumers and retailers which were not mentioned by the respondents. For
example, consumer prices advertised for name-brand products well below their
true market value and sales of fast-moving, high-demand parts or products
which do not reach, or fall below, anticipated levels could signal th-
existence of counterfeit merchandise.

According to the United States Trademark Association (USTA), many, if not
all, of the detection methods by which counterfeit merchandise is uncovered
have inherent limitations. Sales representatives do not always report to
management their suspicions that a major customer may be dealing in some
counterfeit business for fear of losing future sales. Markups, and therefore
profit mergine, are higher on counterfeit goods, so even reputable retasilers
may not always closely question their suppliers. In addition, unaccountable
product failures do not. always result in customer returns or complaints;
purchasers may decide against buying the product again. Public detection and
acceptance of the existence of counterfeits is problematic from the viewpoint
of some manufacturers or trademark owners that may be reluctant teo admit the
extent or even the existence of such & problem. Their fear is that if
customers become aware that their product is béing or has been counterfeited,
they will cease purchasing that product. PFinally, with regard to trademark
registration with the U.S. Customs Service, most of the respondents fouand such
registration to be effective in "stemming the tide™ of incoming counterfeits
by the many seizures at U.S. ports of entry. However, they were also resigned
to the "inevitability"™ that bogus products will continue to filter into the
country undetected due to the magnitude of worldwide counterfeit production
and sales, physical and operational closeness of counterfeits to the real
product, and the implausibility of Customs inspectors to uncover all imported
counterfeits. Recordation of a trademark with Customs is not & requirement of
law. In fact, many U.S. trademark holders may be unaware of this service
until after they have been victimized, which may be too late according to
USTA, which claims that even if a mark is so recorded, enforcement may be
difficult because of mixed shipments; the multitude of potential ports of
entry; importation of parts for assembly in the U.S. or of unmarked goods to
which counterfeit marks may be applied after importation; and even ocutright
smuggling. This, according to the USTA, is to say nothing of the difficulty
inherent in detecting and determining what may be a counterfeit from among the
many recorded marks. In addition, trademarks may be recorded only if they are
Federally registered. Since it currently takes over 1 year to acquire a
Federal registration, trademark recordation with Customs is not helpful in
product areas where there is overnight sensation and high-technology fields
where new products are created and their bogus counterparts appear almost
overnight.
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Step Two: Identification

After a counterfeit is detected, the difficult task of identifying its
source of production and distribution ie undertaken. Before any enforcement
action may be taken sgeinst & counterfeiter or agent thereof, the location of
the counterfeit production and its key principals must be proven. Fifty
respondents called upon in-house and/or outside legal counsel to undertake
formal investigations on a worldwide basis into known or suspected activities
of counterfeiters and their agents to identify the source country,
manufacturer, owner, distributor, and so forth. Twenty-four respondents hired
private investigators or trademark watch services to monitor and scan retail
establishments and other vendors, such as flea markets, in search of counter-
feits through sample purchases and to track down their sources. The majority
of respondents felt that identification of the source of counterfeit is the
biggest problem facing thelr combat efforts to date. Costly investigative
efforts are often stymied, because the market in which a counterfeit is
detected is not always the same as the markel in which it was manufactured.
As & result, respondents have been hard pressed to collect evidence against
counterfeiters even though they may know their identity. The foreign product
counterfeiter is reported to be a shrewd and elusive businessman who is quick
on the move when and if the legitimate manufacturer is hot on his trail.

Step Three: Prevention

In terms of preventing counterfeits' success in reaching the customer, 18
respondents employed or considered use of numerous anticounterfeiting
devices. These devices are designed to do one or more of the following
services: (1) make copying more difficult for counterfeiters; (2) trace where
and when a counterfeit product was made and in what market it was purchased by
the consumer; (3) detect and prove if the product is authentic or counterfeit
either on the spot or through overnight leboratory tests; and (4) allow the
consumer to return a card on the package of a product for verification of
authenticity. Some of the respondents employed anticounterfeiting devices not
just as & method of prevention, but as liability protection in case of preduct
failure. 3ince these devices are new to the market and as of yet untested, it
is still too early to judge their effectiveness. Some anticounterfeit dewvices
have been counterfeited as well. Several respondents reported that use of
anticounterfeiting devices was thought to have resulted in substantially
reduced counterfeit sales of their products. Fifteen respondents cited
trademark registration with foreign customs as an important prevention
method. Many of these respondents registered their trademark with foreign
cugtome as & meane of keeping a future counterfeiter from doing likewige. If
a foreign counterfeiter has already preregistered a trademark of a legitimate
U.S. owner, the latter will have an uphill battle to prove true ownership of
the mark to foreign authorities or may accept the fait accompli and attempt to
gign on the infringer as & licensee of the firm to produce in that market.
Furthermore, some shrewd foreign businessman who may not desire to manufacture
any product may still register a U,8. firm's trademark with a foreign customs
office, in the event it is not already registered, and extract concessions
from the real owner once the act is detected. Some companies will register
their trademark with foreign custome in countries where there is a reasonable
chance of them pursuing future sales. However, this can be an expensive
preventitive measure. The effectiveness of trademark registration with
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foreign customs was not commented on by the respondents. However, the method
may not always be reliable. If the foreign government involved has a stake in
fostering the country's counterfeit export trade as & matter of economic
development, and since many countries keep & much less watchful eye on what
leaves than what enters their frontiers, trademark registration with foreign
customs is not likely to be relied upon by the respondents as their only
method of prevention available. Twelve respondents reported that publie
awareness campaigns were an important method of prevention. By informing the
consuming publie, distributors, buyers, and retailers through the media, press
conferences, and published materials sbout known or suspected counterfeits,
how to identify them, what their dangers are, and the court cases which have
put counterfeiters out of business, these respondents felt heightened public
consciousness of the problem as it exists will help put a substantial dent in
counterfeit sales. Its effectiveness to date was not reported by these 12
respondents. Ten respondents reported that they joined and have worked with
coalitions, task forces, and/or industry groups in combatting product
counterfeiting through seminers, press releases and conferences, lobbying
efforts aimed at Congress and the Executive branch, public awareness programs,
and have participated in congressional and other Government hearings among
other undertakings. Among such groups mentioned by the respondents included
the International Anticounterfeiting Coalition, the U.S5. Trademark
Association, and the Recording Industry Association of America. The fact that
membership in the International Anticounterfeiting Coalition has doubled in
the past few years may reflect the growing awareness among U.S. firms of the
problem and their direct experiences with it.

Step Four: Enforcement

Respondents reported two major enforcement methods: employment of
in-house and/or outside legal counsel to file criminal/civil suits against
counterfeiters on a worldwide basis (35 respondents) and sending "cease and
desist” warning letters to known counterfeiters (22 respondents). After
detecting and identifying counterfeits and their sources, most respondents
either proceeded to take legel action against the counterfeiters or its agent
or threatened such action. For 22 respondents, the first line of defense was
sending "cease and desist™ warning letters or, according to five respondents,
verbally approaching and warning known counterfeiters that legal action will
be forthcoming if production is not stopped. Most of these respondents
reported this to be a generally effective method of getting counterfeiters to
cease production of the product in dispute. However, these respondents
reported the method to be successful only inm the short run. Most found that,
after warning a counterfeiter that operations must cease immediately unless
legal action be taken, the method resulted in a writtem promise to do so.
Upon investigating later to determine if the terms of the agreement were met,
the respondents reported that the counterfeiter either resumed earlier
operations or entered into counterfeit production of other products, or both.
The majority of respondents employed in-house or ocutside legal counsel that
eventually filed criminal or civil suits against counterfeiters at various
points of manufacture and/or distribution. When such actions were taken in
countries where anticounterfeiting laws were either weak, vague, unenforce-
able, ignored, nonexistent, or too lenient, many of the respondents reported
that their legal efforts were exceedingly costly and their results
meaningless. Often the guilty party received either a suspended jail sentence
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or paid a small fine and was soon back in the business of producing
counterfeits. Most of the respondents emphasized the costliness of Foreign
litigation and the uncertain knowlege of whether or not justice will prevail
in the long term. Many smaller reporting firms could not afford to bring
legal action against all counterfeiters and their agents. Many respondents
reported that in some cases they may know of counterfeiters infringing their
trademark rights but will not take action because it is either too costly or
the company does not export to the market affected In the latter case, the
firm may strike a desl with the counterfeiter to become the firm's legal
licensee to manufacture in that market. Other enforcement methods reported
include eight respondents that cooperated with criminal enforcement
authorities, eight that obtained search and seizure court orders, or police
raids, and eight respondents that filed for temporary restraining orders.
Finally, two respondents offered cash rewards for information leading to the
arrest and conviction of people involved with counterfeiting their products.
The effectiveness of the above methods was not reported to the Commission by
the respondents.

Comparison of iljur Belected Anticounterfeiting Detection Techniques

During the course of the investigetion, eight anticounterfeiting
techniques, most of which have been recently introduced, were identified. In
combatting product counterfeitimg, U.S5. manufecturers are considering or
actually employing one or more of the following techniques: glass particles;
microscopic identifying particles; light-beam-marked label; product authenti-
cation card; plastic sealing film; scrambled indicie; printing intaglio image
engraving; and hologram. The above techniques all aim at the same goals: (1)
to increase the cost of doing business to counterfeiters and thus reduce or
eliminate their profit margins; (2) to trace the source of production and/or
distribution of counterfeitere to the responeible individuals or manufacturar;
and (3) to raise consumer consciousness to exercise caution before making a
purchase. These techniques may also be used as product liability protection
in the event a bogus product malfunctione and the manufacturer of the genuine
product is held responsible.

For all the techniques discussed in this section, their real usefulness
to U.S. manufacturers’' anticounterfeiting programs is their cost and time
effectiveness. If the cure is more costly than the disease, such as detection
costs exceeding the value of lost sales due to counterfeiting, the technique
will not be cost effective. If the technique cannot be used to readily werify
the true identity of a product, it may not be considered time effective, since
producers and sellers of counterfeit prducts are often quick on their feet in
avoiding detection. The techniques listed here may be applied to nearly all
products reported by the respondents to have been counterfeited by using
labels, tags, stickers, inserted post cards, and, in one case, to the actual
physical makeup of the product itself.

Glass particles

This technique involves & thin, plastic transparent film containing tiny
glass particles which form an invisible image which lights up when seen
through a special retroreflective viewer. The technique may be applied to the
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face or packaging of a product. Tampering with it destroys its effects, thus
preventing a counterfeiter from reapplying the stickers to a bogus product.
Duplication would be costly if not impossible for the counterfeiter.

Microscopic identifying particles

In the case of this technique, the product ls secretly labeled with
microscopic ldentifying particles, each a "sandwich™ of colored layers that
constitute & code which identifies its location, betch number, and date of
production. The potential color combinations of this technique are claimed to
run into millions to creste sn unlimited number of separate and elusive
identifiers. The particles may be mixed with a bulk product or attached to
solid objects with paint or other coating. An insert layer of magnetic-
sensitive materials sllows separation of particles from free-flowing products
for quick field identification. An investigator could read color coded
particles in the field; decoding the particles is accomplished with a magnet
and a microscope.

Light-beam-marked label

This technique uses a computer-generated high-intensity beam of light
which is passed through part of a product's label, tag, or sticker. The
computer takes a picture of the unigue fiber pattern of the label, tag, or
sticker, which, like a human fingerprint, is one of a kind. The computer
reads the picture and then translates the pattern into a digital code which,
in turn, is printed on the label, tag, or sticker and recorded by the computer
for future reference. The manufacturer dispatches buyers to make sample
purchases of coded products. Once the product is selected and received from
the manufacturer, the detection company pesses the high-intensity computer-
generated beam of light through the product label, tag, or stickers and
compares the image with that om record to check authenticity. The
manufacturer may identify where and when the product was made and where it was
sold. Nonauthorized duplicatiom is impossible.

roduct authentication card

As a variation of the above process, & return post card is placed inside
the package of a product by the manufacturer; the customer is notified of this
procedure by instructions which are provided on the product's packaging. The
detection company uses a computer-generated high-intensity light beam to
record the unique fiber pattern of each card, which is then stamped with a
digital code. Each card requests the sender's name and address and urges the
purchaser to return it to determine authenticity. Discounts and fam club
parapnernalia may be used by the manufacturer for inducements. Absence of the
inserted card may signal the existence of & counterfeit. The detection
company compares the digital code with the recorded pattern. If it does not
match, the computer identifies the label as bogus. Federal law enforcement
authorities may be called upon to track down the identity of the merchant of
the counterfeit, assuming the customer included his name and address and could
provide such information. If the product is proven genuine, the consumer
receives a certificate of authenticity.
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Plastic sealing film

This technique uses a transparent polyester film which incorporates
special optical effects adopted for use as adhesive for product labels, tags
or stickers. When the product is sealed and viewed in normal light, the film
produces a rapidly changing array of unusual optical effects of form and
color. The company's trademark or logo is incorporated into the material.
Tampering with the label, tag, or sticker destroys the optical effect and
elgnales foul play. Absence of a label, tag, or sticker should also be viewed
with suspicion.

Scrambled indicis

In this method, a camera with a slit lens is used to scramble or distort
an image, such as a trademark or logo placed on a product's label, tag, or
sticker, which can be subsequently decoded through & special viewer. Such
printing is undecipherable without a special viewer. To the naked eye,
incoherent pattern of lines appear, but when viewed through the decoder lems,
the original image is clearly reconstructed., Attempts to copy the printed
scrambled images result in the destruction of clarity when viewed through the
decoder. Attempte to alter the label, tag, or sticker are gimilarly
apparent. Without access to the original negative, reproduction is claimed to
be impoeeible.

Intaglio image engraving

This technique involves a concealed intaglio image imprinmted to a
product's label, tag, or sticker which can be made to appear by viewing the

product to which it is affixed at a prescribed angle. The intaglio
microprinting creates a fine-line structure which is readable only under

magnification. FPFlourescent, erasure-sensitive inks expose attempts at
alteration. The word "void"™ appears in xerographic copies of the original
tag, label, or sticker affixed to & product in which the word is invisible.

Hologram

The hologram coneists of three-dimensional images created by lasers and
other sophisticated technology and appended to a product's packaging. Absence

of the hologram or damage to one would be a signal of tampering.

RECOMMENDATIONS FOR U.S. GOVERNMENT ACTIONS TO COMBAT PRODUCT COUNTERFEITING

In an open-ended question, the Commission asked respondents to recommend
actions to be taken by the U.S. Government, both domestically and in
international negotiations, on the question of product counterfeiting.
Responses were categorized by the Commission staff into three recommendations
each for domestic and international action. Those responding to thie section
constituted 62 percent of the total affirmative response rate for the
Commission questionnaire. Table & provides the frequencies by which reporting
firms made these recommendations.
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Taken together, the respondents revealed that since U.S. industries and
firms cannot single handedly combat foreign product counterfeiting due to the
reasons outlined in the previous section, they looked to Congress to enact
tougher anticounterfeiting legielation and to the President to strengthen the
U.8. Customs Bervice's efforts to identify counterfeit imports and to seek
remedies abroad through bilateral and multilateral efforts.

Recommendations for U.S. Government actions at the domestic level
centered around new legislation and the U.S. Customs Service. Thirty
respondents supported passage of 5. 875 and H.R. 2447, which would make
counterfeiting & criminal offense punishable by fines and jail sentences.
Most respondents felt that current laws are inadeguate in terms of deterring
" the activities of counterfeiters. Most felt that toughened legislation would
serve as a stronger deterrent to counterfeiters. Although the current pending
legieslation is not -applicable to the actusl foreign counterfeiters that are
outside U.S. jurisdictlon, it will penalize their U.S. agents, such as
importers, distributors, and retailers that knowingly deel with counterfeit
products. Twenty-one respondents cealled on Customs to strengthen its efforts
to stop counterfeits at the border. Although most felt that Customs was
effective in stemming the tide of incoming counterfeits as earlier mentioned,
much more remained to be done. Other recommendations centered around closer
Customs surveillance of unauthorized imports, closer and more direct
communications between registered and recorded trademark owners and Customs on
imported counterfeits and their agents so that Customs may alert inspectors,
and assurances that Customs send notices it receives from affected
manufacturers or trademark owners to each port of entry identifying products
which are being counterfeited. Several respdndents suggested that Customs
require each incoming shipment to have & cosignee who will verify the
product’'s authenticity. Four respondents called on the U.S5. Government to
increase the role of U.S. embassies, consulates, and trade offices in
assisting affected U.S. manufacturers in the pursuit of counterfeiters.

Recommedations for the U.S. Governmment at the international level
included 18 respondents supporting the anticounterfeiting code being
negotiated through the GATT; 16 respondents favoring impoesition of economic
sanctions against foreign governments that harbor or tolerate known
counterfeiters; and 13 respondents favoring application of umequiwvocal U.S.
Government bilateral pressure on foreign governments to take action against
counterfeiters and adopt new laws, or strengthen and enforce existing laws to
deter such activity.

COUNTERFEITING AND THE DISTRIBUTION SYSTEM
Retaliling

Counterfeit products do not appear to be a major area of concern among
retailers, sccording to discussions by the Commission staff with 50 major
companies. Although occasional media reports have made people aware of
product counterfeiting, few of the firms contacted reported first-hand
experiences with counterfeit goods.

Specific counterfeiting instances cited generally involved clothing,
jewelry, and perfume. In most instances, the trademark holder notified the



63

retailer about the counterfeit, or the customer returned the product to the
retailer upon realizing it wes counterfeit. In almost all cases, the retailer
accepted the return of the bogus product from the customer and contacted the
manufacturer. Retailers assisted in tracking down the counterfeits, which
were as frequently domestic as foreign.

No specliesl programs or systems for identifying and eliminating
counterfeits existed among the firme contacted. Almost all firms stated that
their primary means of keeping counterfelts out of their product lines was to
buy merchandise from reputable vendors. Retailers relied heavily on the
treining and product knowledge of their buyers to avoid acquiring fraudulent
goods. Some firms explained that as part of their training program, they
educate their buyers about trademarke and instruct them to obtain trademark
releases when making purchasee. Some retailers claimed they carefully
researched any new vendore from whom they intend to purchase products to
determine the vendor'e general reputation. Other retailers send out
"competitive shoppers" to purchase products they themselves carry, usually
apparel items, from area competitors, often discounters, who may sell the same

product but at a much lower retail price. In some cases, the competitors’
low-priced product is & counterfeit, and the investigating retailer of the

genuine item will contact the manufacturer for verification. Viewed this way,
some retailers are affected by counterfeiting through sales loet as & result
of discount bogus products sold at prices far below their real counterparts by
neighboring merchants.

Most retailers did not feel that counterfeiting had affected their
business. Several said that they believed flea markets and street vendors
were the primery distributors of the counterfeits of high-end name-brand
merchandise that constitute the major portion of counterfeit products.
Diecount and bargain shoppers who purchase from these vendors may not be
interested in buying & legitimate item at itz true price.

Some retailers had suggestions for how the Federal Government could
combat counterfeiting. One idea was to create a "hotline"™ telephone number
that retailers could call to report counterfeits or suspected counterfeits.
Other recommendations focused on the port of entry as the place to stop
foreign counterfeits from entering the U.S. market. One retailer suggested
that legislation be enacted to regulete the activities of street vendors and
flee markets. In written statements to the Commission, three major retail
trade associations that represent all types and sizes of retail establishments
across the United States, expressed their reservations about the Senate and
House versions of the proposed Trademark Counterfeiting Act of 1983.
Together, the three trade groups represent 67,500 individual general
merchandise, department, discount end specialty stores in the U.8. All three
groups expressed their opposition to counterfeiting but disagreed supporters
of the proposed anticounterfeiting legislation on the grounds that existing
laws were adequate in detering and punishing counterfeiters. Differences
between the supporters of and opponents to S. 875 and H.R. 2447 are less over
the disease than its cure, although several representatives from retail
establishments question the estimates of lost sales due to counterfeiting put
forth by the legisletion's supporters. The retail trade groups felt that the
pending anticounterfeiting legislation in Congress, if enacted, would--
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aim at established retailers when the real culprits
toward whom the proposed legislation should be
directed are counterfeit producers;

impose "inequitable and substantial™ burdens on
retailers, which would be subject to "severe crimimal
sanctions;"™

link manufacturers' control of price and supply
maintenance to trademark counterfeiting and thus be
used as & "subterfuge"” to injure competitionmn inm the

retail industry;

include counterfeiting, if broadly interpreted, to
include package simulation, passing off, and "gray
market™ or diverted goods. Imported brand-name
products produced overseas may be regarded as
counterfeit {f brought into the United States by any
importer other than under the manufacturer's or
trademark holder's control. The fear here is that
foreign licenses may violate production agreements,
that is, overproduce or otherwise divert products to
buyers that in turn may sell these unsuthorized goods
to U.S. retailers. Under the proposed legislationm,
such retailers would be held responsible should they
be detected; .

sllow arbitrary seizure and lengthy pretrail
impoundment of suspected illegal goods which would

deny due process of the law and damage to the
reputation of the accused if found innocent;

enable individuals and competitors and/or trademark
holders, for whatever reasons, to harm a legitimate
retailer’'s public reputation by conducting a raid on
the basis of an allegation;

provide insdequate safeguards to require evidence that
the goods to be seized are in fact counterfeit; and

fail to distinguish between intentional or uninten-
tional possession or sale of counterfeit merchandise,
resulting in a retailer that has unknowingly received
counterfeit merchandise risking being doubly
vietimized by the supplier and manufacturer or
trademark holder. A retailer acting in good faith but
fooled by & product's real identity would be held
responsible under the purview of the proposed
legislation.
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Franchising

According to industry sources, sales by franchisors and franchisees are
generally not affected by product counterfeiting due to the nature of the U.S.
franchising industry. In the majority of cases, the franchisor is marketing &
service, such as & business format, rather than a specific product.
Franchisors are essentially retailers; many are in service industries such as
restaurants, hotels, and fast-food establishments. Since trademarks are
usually a franchisor's most valuable asset, use by the franchisee is generally
tightly controlled, and ownership of the trademark is maintained by the
franchisor. Franchising may offer some protection against trademark
infringement in foreign markets. The risk of expropriation is diminished by
franchising, since foreign outlets are generally owned and staffed by foreign
nationals.

It is difficult for counterfeiters to introduce their products into the
franchise distribution system, because they are generally tightly controlled.
Franchisees must meet certain standards set by the franchisors. Franchisors
or other approved vendors directly supply their dealers with services and
products. The dealers, in turn, know their products and thus would not be
easily fooled by bogus products. Further, due to the small scope of U.S.
franchising operations in foreign markets (compared with that for domestic
franchise operations), name recognition of U.S. franchisors' products and
services is not widely known. As a result, the opportunity for product
counterfeiters is somewhat limited. However, product counterfeiting of U.S.
franchisors' goods and services in foreign markets may increase. Government
and industry sources indicate that several U.5. franchising firms intend to
enter foreign markets or expand existing foreign operations during the next
several years.

What most affects the U.S. franchising industry in foreign markets are
those unscrupulous individuals who successfully register a U.S8. franchisor's
trademark before the legitimate U.8. owner gets & chance to do so. Many U.S.
franchising firms who do operate abroad complain about inadequate trademark
protection due either to the absence of lawe or to ineffective enforcement. A
related problem is one of governmental limitations on franchise agreements.

If a short-term contract between a U.S5. franchisor and & foreign franchisee is
mandated and there ie inadequate trademark protection, competition may
increase due to imitation or counterfeiting. In many cases, the individual
abroad who beats the legitimate trademark owner to registration has no plans
to produce the product for which the trademark has been registered, but simply
seeks to strike some kind of deal with the legitimate owner once the latter
discovers the fact. This practice has spurred many major U.8. franchising
firms to register their trademarks abroad not only in countries of current
operations but those where future expansion is contemplated. Although the
chief method of prevention is trademark registration, it is not feasible for
all franchising firme, especially smaller ones, to register in all foreign
markets.
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NOTICE OF INVESTIGATION
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UNITED m-z:s INTERNATIONAL TRADE COMMISSION
Washington, D.C.

(332-158)

The Effects of Foreign Product Counterfeiting om U.S. Industry

AGENCY: United States Intermational Trade Commission

ACTION: In accordance with the provisions of sectiom 332(g) of the Tariff Act
of 1930 (19 U.S.C. 1332(g)), the Commission has instituted investigation No.
332-158 for the purpose of assessing the impact of foreign product
counterfeiting on U.S. industry, considering both dcmestic and export
markets. The objectives of the investigation are: (1) to identify those
product sectors in which the U.S. industry faces competition from foreign
counterfeited products, either in the United States or abroad, (2) to assess
the impact such counterfeiting has had on these industries ud U.5. exports,
(3) to identify the primary country sources of mnnrfutiu;. (4) to
inventory the methods U.S. firms are using to counteract counterfeiting and
their recommendations for government action, and (5) to compile an imventory
of U.S. and foreign laws and international agreements encompassing
counterfeiting, including the avenues of relief available.

EFFECTIVE DATE: February 15, 1983

FOR FURTHER INFORMATION CONTACT: Mr. Mark Estes, General Manufactures
Division, Office of Industries (202-724-0977)

SUPPLEMENTARY INFORMATION: For the purposes of this investigation the term
“counterfeit goods™ means any goods bearing an unauthorized representation of
a trademark that is legally registered in respect to such goods in the country
of importation or sale, but does not include goods produced or marketed under
4 protected trademark by the owmer of the trademark right or with his consent,
or to goods bearing an authorized trademark which are imported or sold in
contravention of a commercial arrangement.

Public hearing.—A public hearing in conpectiom with the investigation
will be held in the Commission Hearing Room, 701 E Street NW., Washington,
D.C. 20436, beginning at 10:00 a.m., e.d.t., on August 23, 1983, to be
continued on August 24, 1983 if required. All persons shall have the right to
appear by counsel or inm person, to present information, and to be heard.
Requests to appear at the public hearing should be filed with the Secretary,
United States International Trade Commission, 701 E Street NW., Washingtom,
D.C. 20436, not later than noom, August 17, 1983.

Written submissions.—In lieu of or in addition to appearances at the
public hearing, interested persons are invited to submit written statements
concerning the investigation. Commercial or finaocial informationm which a
submitter desires the Commission to treat as confidential must be submitted on
separate sheets of paper, each clearly marked "Confidential Business
Information™ at the top. All submissions requesting confidential treatment
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sust conform with the requirements of section 201.6 of the Commission's Rules
of Practice and Procedure (19 CFR 201.6). All vritten submissions, sxcept for
confidential business information, will be made available for inspection by
interested parsoms. To ba ensured of consideratiem by the Commission, vrittenm
statements should be received at thas sarlisst practicable dats, but no later
than September 19, 1983. All submissions should be addressed to the Secrstary
at the Commission's office in Washingtom, D.C.

Kannsth R. Masen
Sscretary

By order of the Commission.

Issued: -March 4, 1983
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APPENDIX B

LIST OF WITNESSES AT THE COMMISSION HEARING AND PERSONS
SUBMITTING POSTHEARING BRIEFS
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'CALENDAR OF PUBLIC HEARING

Those 1isted below appeared as witnesses at the United States
International Trade Commission's hearing:

Subject : The Effects of Foreign Product
Counterfeiting on U.S. Industry
Inv. No. : 332-158
Date and time: August 23, 1983 - 10:00 a.m.
Sessions were held in connection with the investigation in the

Hearing Room of the United States International Trade Commission,
701 E Street, N.W., in Washington.

Government appearance:

Honorable Gerald J. Mossinghoff, Commissioner of FltEnts amd Tradmrts.
United States Department of Commerce

Trade Associations=<Firms

Howrey & Simon--Counsel
Washington, D.C.
on behalf of

K Mart Corporation
James C. Tuttle, Esg.
Robert W. Steele--OF COUNSEL

Arent, Fox, Kintner, Plotkin and Kahn=-=Counsel
Washington, D.C.
on behalf of

Motor and Equipment Manufacturers Association,
Washington, D.C.

PANEL :

William A. Raftery, MEMA President

Robert R. Miller, Vice-President, Parker-Hannifin
Corporation, and Chairman of the MEMA Task Force

- more -
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nrent, Fu:, Kintner, Plotkin and Kahn--Counsel
- Motor and Equipmnt Hnmfacturers Association - Emtinud

Jack F. Friedman, National Sales Manager, Autamotive
Aftermarket, Littelfuse, Inc.

John Riess, Vice President, Automotive Sales Division,
"-Gates Rubber Company -

Charles L. Turner, Engineering Haluger. E. Edelmann & Company

Ken W. Myers, Product and Marketing Manager, Ford Farts
and Service Division, Ford Motor Company

Lawrence F. Henneberger--0F COUNSEL
Mudge, Rose, Guthrie, Alexander & Ferdm--tmmsel |

Washington, D.C.
" on_behalf of

The International Anticounterfeiting Coalition ("IACC")
James L. Bikoff, President of the IACC

Donald W. Peterson, Esq., Associate General Patent
Counsel, Monsanto Company, St. Louis, Missouri

Ms. Maria Dennison, Director, Washington Operations,
- Sporting Goods Manufacturers Association, Washington, D.C.

Ms. Linda Hoffman, Director of Public Affairs and Inter-
national Trade, Automotive Parts and Accessories
Association, Lanham, Maryland

Robert A. Spiegelman, Esq., General Counsel, Jordache
Enterprises

Thomas J. Battenberg, President, Video Commander, Inc.,
Santa Ana, California

Francis S. L. l'innrg. Lee & Li, San Francisco, California

David I. Greenberg, Legislative Director, Consumer
Federation of America

- more -
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Mudge, Rose, Guthrie, Alexander & Ferdon--Counsel
The International Anticounterfeiting Coalition (IACC") - Continued

Frank Andorka, Esq., Baker & Hostedler, United
Features, Inc.

Larry Buchwalter, Esq., Counsel for David Crystal
Division of General Mills

Ms. Joan Dillon, Associate General Counsel for Levi
Strauss & Company
William N. Walker )__
Robert D. Bannerman) OF Gk
Hatiu:la'l Marine Hlnufl:tur:ers Association, Washington, D.C.
Ron Stone, Director, Government Relations

Westinghouse Electric Corporation, Patent Department, Pittsburgh,
Pennsylvania

Michael S. Yatsko, Patent Attorney

Washington, D.C.
on behalf of

The Board of Foreign Trade, Republic of China on Taiwan

Benjamin Lu, Director, Econamic Division, Coordination
for North American Affairs

Italo H. Ablondi--OF COUNSEL




3.

7.

10.

11.

12.

1:.

14,

15.

16.
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POSTHEARING SUBMISSIONS

Gerasld J. Mossinghoff
Commissioner of Patents and Trademarks
U.S. Department of Commerce

Benjamin Lu, Director, Economic Division
Coordination Council for North American Affairs

Board of Foreign Trade, Taiwan

Judy Folkmanis, Vice President
Folkmanis, Inc.

James D. Palmguist, Senior Attorney
Office of General Counsel
Minnesota Mining end Manufacturing Company

Jack Valenti, President
Motion Picture Associstion of America

Ron B8tone, Director of Government Relations
National Marine Manufacturers Assoclation

Daniel G. Wendin, Associate Counsel
Apple Computer, Inc.

Francis S8.L. Wang
Lee and Li, San Francisco

Frank Andorke, of Counsel
United Features Syndicate

Donald W. Peterson, Associate General Patent Counsel
Mansanto Company

Robert A. Spiegelman, Counsel
Jordache Enterprises, Inc.

Verrick 0. French, Senior Vice President
Governmental Affairs
National Retail Merchants Association

James C. Tuttle, Antitrust and International Counsel
K Mart Corporationm

Edward T. Borda, President
Association of General Merchandise Chains, Inc.

R.H. Chapis, Director of Legal Services
The Timken Company

Richard B. Kelley, of Counsel
Mational Association of Catalog Showroom Merchandisers



17.
18,
19,
20.
21.
22.

23.

76
Joel M. Schoenfeld, of Counsel
Recording Industry Associstion of America, Ine.

Huwir: and Simon, Counsel :
The National Geographic Society

Mudge, Rose, Gutherie; Alexander, and Perdon, Counsel
International Anticounterfeiting Coslition

Bernard Sorkin
Wearner Communications, Inc.

Pelavin, Norberg, Harlick, and Beck, Counsel
Fils Sports, Inc.

Robin A. Rolfe, Executive Diresctor
United States Trademark Association

William H. Patterson, Director, Government Affairs
Manswear Retallers of America
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APPENDIX C

EMPLOYMENT LOSS RESULTING FROM A HYPOTHETICAL LOSS OF $10 MILLION IN OUTPUT
DUE TO COUNTERFEITING, BY INDUSTRY SECTORS, 1982
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The U.S. Department of Labor input/output model can be used to calculate
the change in U.8. industry employment resulting from any given hypothetical
change in U.3. industry output. The model is based on input/output relations
existing in the U.3. economy in 1977, and 1981 productivity factors. It
should be noted that to the extent that the input/cutput relationships have
changed since 1977, the model results will not reflect the current situation.

The following table shows the expected loss in employment resulting from
the hypothetical loss of $10 million 1/ in output due to foreign product

counterfeiting, for the following industry sectors: Wearing apperel and
footwear; chemicals and related products; sutomobile parts and accessories;

computers and peripheral equipment; household appliances; electronic
components; records and tapes; sporting goods; games; toys; and luggage,
handbags, and flat goods. Industry sectors that encompassed more than one
input/output sector (wearing apparel and footwear, chemicals and related
products) were derived through weighted averages on the basis of the
production affected by counterfeiting for esch individual sector.

1/ 1982 dollars. In using the input/output model, this 310 million was
deflated, by industry sectors, to constant 1972 dollars.



Forelgn product counterfeiting: Employment loss resulting from a hypothetical loss of
$10 milllon In output due to counterfeiting, by industry sectors, 1982
Sector loslng : : Musber of :: Sector losing : Number of
tput ; Sector losing esployment . jobs lost :: tput . Sector lowing employment . jobs lost
Wearing apparel zrlwlhln Fisheries, and forestry--: 10.5 :: Automobile : Mgriculture, Fisheries, and forestry----—- : 1.2
ard footwear. memmsmsssissasssisasessstee s 3 2.5 :: parts and L T - : 2.9
1 mlmm and repalr-----=--scoe -ou; 2.2 :: accessories. :© Malntenance and repair--------------ceaea: 1.9
: Manufacturing--------cmemee % 429.0 :: : Manufacturing-------ccccimmiai e 3 152.2
. I i i ot i i s 208.2 :: e T T e —— 73.3
:  Hoslery and knit goods-- - ---orceaen; Ti.a I T R L Ll L ——— : 8.6
:  Fabric, yarn, and thread mills------: 62.9 :: : Blast Furnaces and basic steel----—-----: L6
- Lutlur products, in-:hdqu fook- : 5 :  Iron and steel foundries and fw'ln‘-u 6.9
T e - 9.3 :: H Total----avneues Termmsms e —— ;
: I]l'lltl'l‘l.it Fiberg-- - -—--—-om et 10.4 :: Computers and : Agriculture, Fisheries, and fmuri-o-—-w 2.7
: Industrial chemlcalg---«--ceooeeoan: 5.1 :: peripheral  : MIAIAG === mm e i 1.4
i LT T 444.2 ::  equipsent. : Maintenance and r-uir-"----------------. 3.1
Cheaicals and re- : Agriculture, Fisheries, and Forestry--: 2.9 :: : Manufacturing----- - mr e e i 110.4
lated produchs. : Mining-------comm e e caee et 7.0 :: i Compuberg-------sccesccmmmmnmananao =i 175.3
! Malntenance and repalr---- - ----—- - 3.1 :: ¢ Electronle components--------—--———----= s 9.9
: Manufacturing- - - ccccccccmcimanr s - 121.9 :: :  Electrical industrial apparatus--------: 8.5
:  Plastlc producks------=srmoem 7.3 : :  Sclentific and controlling Instru- i
m;trlll chemlcalg- - -oocomoanaooo: 16.0 : : [ L R et e ! 5.1
: e 1.7 :: 5 Total-----=--ecuue et T : 319.5
! Rubbar products- - -=c-=ssmmecmmmnaal 8.4 :: Household : Mgriculture, Flsherles, and Forestry----- H 1.%
: Cleaning and tollet preparations----: 8.1 :: appliances. ; Minlng-------ccommmmmc e - 4.3
¢ Miscellansous chemlical prnducll--—--* 5.3 & ¢ Malntenance and repalr---------commmmaan i 2.4
¢ mgricultural chemicalg----==-evmnnna 3% :: ! Manufacturing-----r=scsssccsscnsssananna. ] 215.9
:  Paints and allied producis---------- : 3.4 :  Household appllances-------cc-cocmanaan : 1z.2
: Plastic materials and synthetic - iE :  Blast Furnances and baslc steel-------- H 11.4
i rubber------- mersEmsmss e —————— : 2.8 :: :  Electrical industrial apparatus-------- : 6.8
:  Petroleum producks--------=cccceaano 2.6 ! Fabricated motal producks, n.e.c.------ : 5.6
: Tothl=»=rrrcmcemrcnncnsnscccnnaa : 134.8 :; 3 Total---crcreccccccnsnnncncsannnnn= 5 2742
Electronic compo- : Agriculture, Flsherles, and Forestry--: 2. D i Luggage, hand- : Agriculture, Flsheries, and forestry----- ; 13.9
nents . e T 3.3 :: bags, and T R -t 2.3
: Malntenance and repalr--------o covean; 2.3 :: Flat goods, : Maintenance and repair------------ wemman) 2.0
: Manufacturing- - cccusconicincnannaan 5 270.6 :: : Manufacturing----------=-- e i 401.2
i Electronic componnti ------====saux] 193.3 ! Leather producks----------=---romeenune ! 91.8
: Plastic produchs-----ccocomiannaaaan ] 7.4 1 ¢ Leather tanning and Industrial x
I 1 1 T e T e T 4.0 :: : e A R S N 28.6
: Radlo and comsunication eqguipment---: 3.6 :: : Plastie producti-----mcemmemcmcee e aan . 11.4
: TORME - = -omem omommem s an e Hi.l x Fabric, yarn, and thread mills-------ux: 10.6
Records and : hgriculture, ﬂlh-rln and forestry--: 3.1 : s T T T eSS S A19.4
tapes. : Minlng- === mem e e e e 2.9 :: Sporting goods, : Agriculture, Fisheries, and forestry----- : 1.5
: Mailptenance and repalr----—------------ 3.5 Games, or t MInlng-- e e 2.8
. Manufacturing- --------- e s 307.0 :: Toys. : Malntenance &nd repair-------=---ceecooee: 2.5
Records and tapes- - --ccccoimmmmnnany 161.8 : : Manufachuring-----c-cc o : 255.5
Electronic components --—------- -——= 408 : :  Sporting goods, Games, or Toys-------=-: 154.8
Printing and publishing- —--------—n: 9.7 : 1 PMastic produchg-----ccccemennnnasaaaas : 14.3
Plastic producks-—---—---c-coameeeony 54 : :  Fabric, yarn, and thread sillg---—-—-.-: 5.2
Total- -cvccm i e 6.4 :: Electronic componenti-----cemecuamaaoon; 50
: z Totl-=-=eo-sommr e mms s e 264 .3
Source: Compiled Ffrom the U.5. Departsent of Labor, Bureau of Labor Statistics inmpubl/output model
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APPENDIX D

"S8TATISTICAL TABLES
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Far East
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-
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RV T Y ] [ Te——— . ‘s

: Hondurag----=-=--< - - LB
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markets.

Source: Complled from data submitted In response to questionnalres of the U.S. International

Trade Commisslon sent to U S. producers.
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Teble 2.--Unfair trade practices similar to counterfeiting: Source
countries of products, by regions, 1982

Region : Source : Number of product items

Far East : Taiwan - :
: Hong Kong--—-—-- H

: Republic of Korea—-————--:

: Japan——- :

: Indonessia -

: Philippines :

: Thalland-- -

: China :

: Malaysia- :

: S8ingapore :

: Total :

Europe : Italy- -3
: United Kingdom—---—-—-—-—-;

: Spain- :

: France ———

: Portugal :

: Switzerland--

: Turkey

: Belgium=—--

: Sweden

: West Germany-

: Total

Latin America : Brazil
: Argentina---

: Venezuela- :

: Guatemala :

: Mexieo :

Netherland Antilles---==== }
Total :
Australia :
MNew Zealand- H
Total 1
Nigeria -
Republic of South Africa--:
Total 3

m
k) LA

F:"H—"HHHH#-HN'N-I

it

Ocesnia

Africa

L »
X1 HHI—'HEL—‘HI—'MHFQFI—'HNMHMUHH

fee =8 w8 % w8 w8 a8 EE =8

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission sent to U.S. producers. It should be
noted that these data were supplied only by firms that slso suffered from
counterfeiting, and as such, is not am accurate indicator of the overall
problem with these other trade practices.
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Table 3.—Product counterfelting: Distribution of counterfeit goods in domes-
tic and export markets, by selling agent, during the period 1980-82

Number of counterfeit product 1t-n:‘r-port¢d in--

Selling agent

5 Domestic market : Bxport markets
Wholesaler -3 3k 46
Discount storg==——=—=====; 30 : 17
Street vendor-————————==: ' 24 : 32
Flea markst - 23 : 13
Department store —— . 17 : 2
Small business———==—====; 13 : 28
Distributor/desler=————=: 11 : 17
Importer : 6 : v]
All other H 4 : 12

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission sent to U.S. producers.



Table 4.--Product counterfeiting: Identification, detection, and enforcement
costs in domestic and export markets, 1980-82

(In millions of dollars)
Item 2 1980 : 1981 1982
Identification and detection
costs: -
U.8. market-- 3 1.% 1.3 3.5
Export market---—-- E 1.4 1.3 1.7
Total 2.9 : 2.6 5.2
Registration costs: 3
U.S. market - 4 2.3
Export market - .3 5 1.6
Total-- H - 9 3.9
Other enforcement costs: 3 :
U.8. market--- - - 8 3 .- I 2.5
Export market- -1 A4 3 ;9 3 9
Total -: .8 i 3.0
Grand total-——-eccmcmm—————— - 4.2 : 3.0 : 1/ 12.1

1/ An additional $5.6 million l; iduntlﬂutinn‘lnd nnfnrtmnt*cnt: were
reported in combatting unfair trade practices similar to counterfeiting in

1982.

Source: Compiled from data submitted in response to questionnaires of the

U.S8. International Trade Commission sent to U.S. producers.
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Detectlon, Identification, and Number of MNusbher of
bl thods resaendents Enforcement font
1. Imnvestigatlions undartaken by In- 50 1. Employ In-house and/or outside 15

r+

house and/or outside legal counsel
into counterfelt activities at all
levels of productlon, sales, and
distribution.

Reglster trademark with U.5. Cus- 41 2.
toms Service to snable Irwestiga-
tors to selze counterfells at U.5.

ports of entry.

Esploy private lnvestigators/trade- M :
mark watch services to scan/monltor

retall establishsents and olher

vendors In search for counterfelits

and to track down thelr sources.

Alert and trained sales Force, n 4.
Fleld personnel, distributors,

licensees and manufacturers that

monltor existence of counterfelts

fournd In stocks, through sample

purchases, and/or at btrade shows.

Employ antlcounterfelting technl- 1] .
gues or conslder them by trall use.

Reglster tradesark with Foreign 15 6.
customs .

Undertake consuser SJAreness Cas- 12
lgns to educate the publlc about

nown or suipected counterfells and

courk cases won by manufacturers

agalnst counterfelters.

Joln and work with antlcounter- i1
Falting coalltlons, task Forces,

and | Lry groups Lo lobby

Governsant for more effective

action against counterfelbers.

Customer complalints that ltem pur- |
chased was not avthentic.

maintain Full-time, In-house, anti- F]
countarfelting legal/lnvestigative
staffs.

legal counsel Lo Flle criminal/
clvil sults against counter-
falters al varlous levels of
productlon and distribution.

Send "ceass and deslsit™ warning
letters to counterfelters at
known levels of productlon,
sales, and distribution.

Cooperate with criminal enforce-
pent authorities.

Seek search and saliure court
orders and pollce ralds.

Fila temporary restraining
orders

Verbally approach and warn
r.mtir;-lh that legal action
will be taken If counterfeiting
is not stopped.

n

Source:

Commisslon sent Lo U.5. producers.

Complled from data subsltted in response to questionnalres of the U 5. International Trade
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Table 6.--Product counterfeiting: Industry recommendations for U.S.
Government actions to combat product counterfeiting

Recommendations

Number of respondents
per recommendation

Support passage of S. 875 and H.R. 2447
which make product counterfeiting a crimi-
nal offense punishable by fines and jail
sentences for convicted parties.

Strengthen U.8. Customs Service in its sur- :

veillance efforts to seize counterfeits at
the borders.
Increase the role of U.3. Embassies, Con-

sulates and foreign trade offices in
assisting affected U.3. manufacturers in
the pursuit of counterfeiters.

30

21

)

Foreign
Support the U.3. Government in its efforts
to seek passage of an international anti-
counterfeiting code under the auspices of
the General Argeement on Tariffs and Trade.
Impose U.3. economic sanctions against
governments of countries that harbor known

counterfeiters, such as revoking Generalized:

System of Preferences and Most-Favored-

" Nation treatment, withholding foreign aid,

and/or imposing retaliatory duties/quotas.
Urge the U.8. government to apply strong
pressure on foreign governments to
strengthen and enforce anticounterfeiting
laws, and where they do not exist, adopt
them.

*
o

-
"
L]
#

18

16

13

Source: Compiled from dats in response to qua-tiann;irul of the U.3,

International Trade Commission sent to U.S. producers.
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Paris Convention
for the Protection of Industrial Property

of March 20, 1883,

as rarisad
st BRUSSELS an December 14, 1900, st TASHINGTON on June 2, 1911,
at THE HAGUE oa November & 1925, at LONDON on June 2, 1934,
at LISBON em October 31, 1938,

and st STOCKHOLY oa July 14, 1967

Article 1
[Establishment of the Unien; Scope of Industrial Property] 1)

(1) The countries to which this Convention applies cousti-
tute a Union lor the protection of industrial property.

(2) The protection of industrial property has as its object
patents, utility medels, industrial designs, trademarks, service
marks, trade names, indications of source or appellations of
origin, and the repression of unfair’ competition.

(3) Industrial property shall be understood in the broadest

sense and shall apply not only to industry and commerce

proper, but likewise to agricultural and extractive industries
and to all manufactured or natural produets, for example,
wines, grain, tobacco leaf, fruit, cattle, minerals, mineral
waters, beer, flowers, and [lour.

(4) Patents shall include the various kinds of industrial
patents recognized by the laws of the -countries of the Union,
such as patents of impeortation, patents of improvement, pat-
ents and certificates of addition, ete.

1) Articles have haen given titles 1o facilitate thair anlil’iﬂﬂn._

Thers are ne titles in the signed (French) text
[Tootnote added by BIRPL]
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APPENDIX E

PARIS CONVENTION ON INDUSTRIAL PROPERTY
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Article 2
[Matlensl Trestinent lor Nationals of Countries of the Union)

(1) Nationals of any country of the Union shall, as regards
the protection of industrial property, enjoy in all the other
countries of the Union the advantages that their respective
laws now grant, or may hercalter grant, to nationals; all with-
out prejudice to the rights specially provided for by this Con-
vention. Consequently, they shall have the same protection
as the latter, and the same legal remedy against any infringe-
ment of their rights, provided that the conditions and for-
malities lmposed upon nationals are complied with.

(2) However, no requirement as to domicile or establish-
ment in the country where protection is claimed may be

imposed upon nationals of countries of the Union for the

enjoyment of any industrial property rights.

(3) The provisions of the laws of cach of the countries
of the Union relating to judieial and administrative procedure
and to jurisdiction, and to the designation of an address for
service or the appeintment of an agent, which may be,re-
quired by the laws on industrial property are expressly

_ reserved. -

Article 3

[Same Treatment for Certain Categories of Persons as for Nationals

of Countries of the Unioa)

Nationals of countries outside the Union who are domi-
ciled or who have real and effective industrial or commereial
establishments in the territory of ‘one of the countries of the
Union shall be treated in the same manner as nationals of the
countries of the Union.

Article 4

[A te 1. Patents, Urility Models, Industrial Designs, Marks, Inventors” Cers
tificates: Right of Priovity, — G. Patents: Divisien of the Applicatien]

A. — (1) Any person who has duly filed an application
for a patent, or for the registration of a utility medel, or of
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an industrial design, or of a trademark, in one of the coun.

tries of the Union, or his successor in title, shall enjoy, for
the purpase of filing in the other countries, a right of priority
during the periods hereinaflter fixed. :

(2) Any filing that is equivalent toe a regular national
filing under the domestic legislation of any country of the
Union or under bilateral or multilateral treaties concluded
between countries of the Union shall be recognized as giving

-rise to the right of priority.

(3) By a regular nationsl filing is meant any filing that
is adequate to establish the date on which the application
was {iled in the eountry concerned, whatever may be the sub-
sequent fate of the application.

B. — Consequently, any subsequent filing in any of the
other countries of the Union before the expiration of the
periods referred to sbove shall not be invalidated by reason
of any acts accomplished in the interval, in particular, another
filing, the publication or exploitation of the inventiom the
putting on sale of copies of the design, or the use of the
mark, and such acts cannot give rise to any third-party right
or any right of personal posscssion. Rights acquired by third
parties before the date of the first application that serves as
the basis for the right of priority are reserved in accordance
with the domestic legislation of cach country of the Union.

C. — (1) The periods of priority referred to above shall
be twelve months for patents and utility models, and six
months [or industrial designs and trademarks.

(2) These periods shall start from the date of [iling of
the first application; the day of filing shall net be included
in the period. '

(3) If the last day of the period is an official holiday, ar
a day whed the Office is not open for the [iling of applica-
tions in the country where protection is claimed, the period
shall be extended until the first following working day.
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(4) A subsequent application concerning the samne sulb-
ject as a previous first application within the meaning of
paragraph (2), above, filed in the same country of the Union,
shall be considered as the first application, of which the filing
date shall be the starting point of the period of priority, if,
at the time of filing the subsequent application, the said
previous application has been withdrawn, abandoned, or re-
fused, without having been laid open to publie inspection and
without leaving any rights outstanding, and if it has not yet
served as a basis for claiming a right of priority. The previous
application may not' thereafter serve as a basis for claiming
a right of priority.

D. — (1) Any person desiring to take advantage of the
priority of a previous f[iling shall be required to make a
declaration indicating the date of such filing and the country
in which it was made. Each country shall determine the latest
date on which such declaration must be made.

(2) These particulars shall lie mentioned in the publica-
tions issued by the competent authority, and in particular in
the patents and the speciflications relating thereto.

(3) The countries of the Union may require any person
making a declaration of priority to produce a copy of the
application (description, drawings, ete.) previously filed. The
copy, certificd as correet by the authority which received
such application, shall not require any authentieation, and
may in any case be filed, without fee, at any time within
theee months of the filing of the subsequent application. They
may require it to be accompanicd by a certificate from the
same authority shewing the date of [iling, and by a trans-
lation.

(4) No other formalities may he reqiiced for the declara.
tion of priority at the time of filing the application. Each
country of the Union shall determine the cousequences of
failure to comply with the furmalities prescribed by this
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Article, but such consequences shall in no case go beyond
the loss of the right of prierity.

(5) Subsequently, further proof may be required.

Any person whe avails himself of the priority of 2 previous
application shall be required to specify the number of that
application; this number shall be published as provided for
by paragraph (2), above.

E. — (1) Where an industrial design is filed in a coun-
try by virtue of a right of priority based on the filing of a
utility madel, the period of priority shall be the same as that
fixed for industrial designs.

(2) Furthermore, it is permissible to file a utility model
in a country by virtue of a right of priority based on the
filing of a patent application, and vice versa.

F. — No country of the Union may refuse s priority or
a patent application on the ground that the applicant claims
multiple priorities, even if they originate in different coun-
tries, or on the ground that an application claiming one or
more priorilies conlains one or more elements that were not
included in the application or applications whose priority is
claimed, provided that, in both cases, there is unity of inven-
tion within the meaning of the law of the country.

With respect to the elements not included in the applica-
tion or applications whose priority is claimed, the filing of
the subsequent application shall give rise to a right of priority
under ordinary condilions.

G. = (1) If the examination reveals that an application
for a patent contains more than one invention, the applicant
may divide the application inte a certain number of divisional
applications and preserve as the date of cach the date of the
initial application and the benefit of the right of “priority,
if any.

(2) The applieant may also, on his own initiative, divide
a patent application and preserve as the date of each di-
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visional application the date of the initial application and the
benefit of the right of priority, if any. Each couniry of the
Union shall have the riglit to determine the conditions under
which such division shall be authorized.

H. — Priority may not be refused on the ground that
certain clements of the invention lor which priority is claimed
do not appear among the claims formulated in the application
in the country of origin, provided that the application docu-
ments as a2 whole specifically disclose such elements.

I. — (1) Applications for inventors’ certificates filed in a
country in which applicants have the right to apply at their
own option either for a patent or for an inventor's certificate
shall give rise to the right of prierity provided for by this
Article, under the same conditions and with the same cffects
as applications for patents.

(2) In a country in which applicants have the right to
apply at their own option cither for a patent or for an inven-
tor’s certilicate, an applicant for an inventor's certificate shall,
in accordance with the provisions of this Article relating to
patent applications, enjoy a right of priority based on an ap-
plication'for a patent, a utility' model, or an inventer's certi-
ficate.

Article 4%
[Patents: Tudependence of Patents Oltained for the Same Invention

' in Dilferent Countries]

(1) Patents applied for in the various countries of the
Union by nationals of countries of the Union shall be inde-
pendent of patents obtained for the same invention in other
eountries, whether members of the Union or not.

(2) The foregoing provision is to be understood in an
unrestricted sense, in particular, in the sense that patents
applied for during the period of priority are independent,
both as regards the grounds for nullity amd forfeiture, and
as regards their normal duration.

TIAS 6923
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(3) The provision shall apply te all patenis existing at
the time when it comer inte effect.

(4) Similarly, it shall apply, in the case of the accession
of new countrics, to patents in existence on either side at
the time of aceessian.

(3) Patents obtained with the benefit of priority shall,
in the various countrics of the Union, have a duration equal
to that which they would have, had they been applied for
or granted withaut the benefit of priority.

Artiele 4'*

[Petenis: Mentian of the luventor in the Matent)

The fuventor shall have the right te be mentioned as
such in the patent.

Ariiele umster
(Paremisz Pateniability in Cire of Resirietions of Sala by Law]

The grant of a patent shall not be refused and a patent
shall not be invalidated on the ground that the sale of the
patented product ar of a product ohtained by means of a
patented process is subject to restrictions or limitations result-
ing from the dawmestic law.

Article §

@..Fﬂﬂ:n: Impartation af Articless Failure ta Work or Inaullficient

earking; Compuliory Licenses. — B. [ndustrial Designaz Fiailure ta

Tark; Impartatian aof Articles, = C Marks: Failure te Use; Diflerent

Farmi; Uie by Cacproprictars. == D. Pavents, Urilicy Models, Marks,
Indusirial Designa: Marking]

A. = (1) Importation Ly the patentee into the eountry
where the patent has heen granted of articles manufactured
in any of the cauntries of the Union shall not entail forleiture
af the patent.

(2) Earh country of the Union shall have the right te
taka legislative measures providiug for the grant of come-

pulsory licenses to preveut the abuses which might result
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from the exercise of the exclusive rights conferred by the
patent, for example, failure to work,

(3) Forfeiture of the patent zhall not be provided for
except in cases where the grant of compulsory licenses would
not have been sufficient to prevent the said abuzes. No pro-
ecedings for the farleiture or revocation of a patent may he
instituted before the expiration of two years from the grant
of the first compulsory licensze.

(4) A compulsory licenze may not be applied for on the
ground of failure to work or insufficient working hefore the
expiration of a period of four years from the date of [iling
of the patent application or three years from the date of the
grant of the patent, whichever period expires last; it shall be
refused if the palentee justifies his inaction by legitimate
reasons. Such a compulzary license shall be non-exclusive and
shall not be transferable, even in the form of the grant of a
sub-license, exeept with that part of the enterprise or good-
will which exploits such licenze.

(5) The forcgning provisions shall be applicable, mutatis
mutandis, to utility models.

B. — The protection of industrial designs shall not, under
any circumstance, be subject to any forfeiture, either by
reason of [ailure to work or by reason of the importation
of articles corresponding to those which are protected.

C. — (1) I, in any country, use of the registeved mark
is eompulsory, the registration may be eancelled only alier
a reasonable period, and then only if the person concerned
does not justily his inaction. ’

(2) Use of a trademark by the proprictor in a form dil-
fering in clements which do not alter the distinetive character
of the mack in the form in which it was registered in one of
the countries of the Union shall not entail invalidation of the
registeation and shall not diminizh the protection granted to
the mark.
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(3) Concurrent use of the same mark on identieal or
similar goods by indusirial or commercial establishments con-
sidered as co-proprictors of the mark a¢cording to the pro-
visions of the domestic law of the country where protection
is claimed shall not prevent registration or diminish in any
way the protection granted to the said mark in any country
of the Union, provided that such use does not result in mis-
leading the public and is not contrary to the public interest.

- D. = No indication or mention of the patent, of the
utility model, of the registration of the trademark, or of the
deposit of the industrial design, shall be required upon the
goods as a condition of recognition of the right to protectioa.

Article 5%
[AN Industrial Property Rights: Period of Grace for the Payment of Fean
for the Maintenance of Righis; Patents: Restoratioa)

(1) A period of grace of not less than six months shall be
allowed for the payment of the fees prescribed for the main.
tenance of industrial property rights, subject, if the domestie
legislation so provides, 1o the payment of a surcharge.

(2) The countries of the Union shall have the right to
provide for the restoration of patents which have lapsed by
reason of non-payment of fees.

Article 5'
[Patents: Pateated Devices Forming Part of Vessels, Aircralt, or
Land Ychicles]
In any country of the Union the following shall not be
considered as infringements of the rights of a patentee:

1. the use on hoard vessels of other countriés of the Union
of devices forming the subjeet of his patent in the body
of the vessel, in the machinery, tackle, gear and other
accessories, when such vessels temporarily or aceidentally
enter the walters of the said country, provided that such
devices are used there exclusively for the needs of the
vessel;
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2. the use of devices forming the subject of the patent in
the construetion or operation of aireralt or land vehicles
of other countries of the Union, or of accessories of such
sircraft or land vehicles, when those aireralt or land
vehicles temporarily or accidentally enter the said
‘country.

Article v~

[Patents: Importation of Products Manulactured by a Process Patented

in the Importing Country]

When a product is imported into a country of the Union
where there exists a patent protecting a process of manu-
facture of the said product, the patentee shall have all the
rights, with regard to the imported produet, that are accorded
to him by the legislation of the country of importation, on
the basis of the process patent, with respect to products
manufactured in that country.

Article Swinemin =
[Industrial Designa]

Industrial designs shall be protected in all the countries
of the Union.
Article 6
[Alarks: Cenditions of Registration; Tnlh'-rnlt:nu of Protection of Same
Mark in Different Countries]

(1) The conditions for the filing and registration of
trademarks shall be determined in each country of the Union
by its domestic legislation.

(2) *However, an application for the registration of a mark
filed by a national of a country of the Union in any country
of the Union may not be refused, ner may a registration be
invalidated, on the ground that filing, registration, or renewal,
has not been cffected in the country of origin.

(3) A mark duly registered in a country of the Union
shall be regarded as independent of marks registered in the
other countries of the Union, including the country of origin.
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Artigle 6
[Marks: Well- Known Marks]

(1) The countries of the Union undertake, ex officio if
their legislation so permits, or at the request of an interested
party, to refuse or to cuncel the registration, and te prohibit
the use, of a trademark which constitutes a repraduction, an
imitation, or a translation, liable to create confusion, of 1
mark ¢onsidered by the competent authority of the country
of registration or use to be well known in that country as
being already the mark of a person entitled to the benefits
of this Convention and used for identical or similar goods.
These provisions shall also apply when the essential part of
the mark constitutes a reproduction of any such well-known
mark or an imitation liable to create confusion therewith.

(2) A period of al least five years from the date of regis-
tration shall be allowed for requesting the cancellation of
such a mark. The countries of the Union may provide for a
period within which the prohibition of use must be requested.

(3) No time limit shall be fixed for requesting the eaneel.
lation or the prohibition of the use of marks registered or
used in bad faith.

Article 6'

[”lfl‘l: Prohibitions concarning State Embléms, Offieial Hallmarks,

snd Embleras of [ntergovernmental Organizations]

(1) (e) The countries of the Union agree to refuse or to
invalidate the registration, and to prohibit by appropriate
measures the use, without authorization by the competent
suthoritics, either as trademarks or as elcments of trade-
marks, of armorial hearings, flags, and other State emblems,
of the countries of the Union, official signs and hallmarks
indicating control and warranty adepted by them, and any
imitation from a heraldic point of view.

(b) The provisions of subparagraph (a), above, shall apply

- equally to armorial bearings, flags, other emblems, abbrevia-

tions, and names, of international intergovernmental organiza-
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tions of which one or more countries of the Union are mem-
bers, with the exception of armorial bearings, flags, other
emblems, abbreviations, and names, that are already the
subject of international agreements in force, intended to
ensure their protection.

(c) No country of the Union shall be required to apply
the provisions of subparagraph (b), above, to the prejudice
of the owners of rights acquired in good faith before the
entry into force, in that country, of this Convention. The
countries of the Union shall not be required to apply the said
provisions when the use or registration referred to in sub-
paragraph (a), above, is not of such 2 nature as to suggest to
the public that a connection exists between the organization
concerned and the armorial bearings, flags, emblems, abbrevi-
ations, and names, or if such use or registration is probably
not of such a nature as to mislead the public as to the ex-
istence of a connection between the user and the organization.

(2) Prohibition of the use of official signs and hallmarks
indicating control and warranty shall apply solely in cases
where the marks in which they are incorporated are intended
to be used on goods of the same or a similar kind.

(3) (a) For the application of these provisions, the coun-
tries of the Union agree to communicate reciproeally, through
the intermediary of the International Bureau, the list of
State emblems, and official signs and hallmarks indicating
control and warranty, which they desire, or may hereaflter
desire, to place wholly or within certain limits under the
protection of this Article, and all subsequent modifications of
such list. Each country of the Union shall in due course
make available to the public the lists so communicated.

Nevertheless such communication is not ebligatery in
respect of (lags of States.

(b) The provisions of subparagraph (b) of paragraph (1)
of this Article shall apply only to such armorial bearings,
flags, other emblems, abhreviations, and names, of interna-

H-T80 O = 11« Meept. .21
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tional intergovernmental organizations as the latter have com.
municated to the countrics of the Union through the inter.
mediary of the Internatioual Burcau.

(4) Any country of the Union may, within a period of
twelve months fromn the receipt of the notification, transmit
its objections, if any, through the intermediary of the Inter-
national DBureau, to the country or international intergovern-
mental arganization concerned.

(S) In the case of State flags, the measures prescribed by
paragraph (1), above, shall apply solely to marks registered
after November 6, 1925.

(6) In the case of State emblems other than flags, and of
official signs and hallmarks of the countries of the Union,
and in the case of armorial bearings, flags, other emblems,
shbreviations, and names, of international intergovernmental
organizations, these provisions shall apply only to marks
registered more than two months after receipt of the com-
munication provided for in paragraph (3), above. .

(7) In cases of bad faith, the countries shall bave the
right to cancel even those marks incorporating State emblems,
signs, and hallmarks, which were registered before Novem.
ber 6, 1925. s

(8) Nationals of any country who are authorized to make
use of the State emblems, signs, and hallmarks, of their coun-
try-may use them even if they are similar to those of another
country.

(9) The countries of the Union undertake to prohibit the
unauthorized use in trade of the State armorial bearings of
the other countries of the Union, when the use is of such a
pature as to be mislcading as to the origin of the goods.

(10) The above provisions shall not prevent the countries
from exercising the right given in paragraph (3) of Article
Gmisweie Section B, to refuse or to invalidate the registration

of marks incorporating, without suthorization, armorial bear-

ings, flags, other State emblems, or official signs and hall-
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marks adopted by s country of the Union, 1s well as the
distinctive signs of intcrnational intergovernmeutal orgauiza-
tions referred 1o in paragraph (1), above.

Article Gt
[Marks: Anignment of Marks]

(1) When, in accordance wilh the law of a country of the
Union, the assignmeut of a mark is valid only if it takes place
at the same time as the transfer of the business or goodwill
to which the mark belongs, it shall suffice for the recognition
of sugh validity that the portion of the business or goodwill
located'in that country be trausferred to the assignee, together
with the exclusive right to manufacture in_the said country,
or to sell thercin, the goods bearing the mark assigned.

(2) The foregoing provision does not impose upon the
eountries of the Union any obligation to regard as valid the
assignment of any miark the wse of which by the assignee
would, in fact, be of such a nature as to mislead the public,
particularly as regards the origin, nature, or essential quali-
ties, of the goods to which the mark is applied.

Article Gisquies:

[Marks: Protection of Marks nqgiﬂl:rv.ld in One Couaitry of the Union

in the Other Countries of the Union]

A. — (1) Every trademark duly registered in the country
of origin shall be accepted for filing and protected as is in
the other countries of the Union, subjeet to the reservations
indicated in this Article. Such countries may, belore proceed-
ing to final registration, require the production of a certificate
of registration in the country of origin, issued by the com-
petent autherity. No authentication shall be required for this
eertilicate.

(2) Shall be eonsidered the country of origin the country
of the Union where the applicant has a real and effective
industrial or commerecial establishunent, or, if he haz no such
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establishment within the Union, the country of the Union
where he has his domicile, or, if he has no domicile within
the Union but is a national of a country of the Union, the
country of which lie is a national.

B. — Trademarks covered by this Article may be neither
denied registration nor invalidated exeept in the following
cases:

1. when they are of such a nature 2s to infringe rights
sequired by third parties in the country where protec.
tion is claimed;

2. when they are devoid of any distinctive character, or
consist exclusively of signs or indications which may
serve, in trade, to designate the kind, quality, quantity,
intended purpose, value, place of origin, of the goods,
or the time of production, or have become customary in
the current language or in the bona fide and established
practices of the trade of the country where protection
is elaimed; .

3. when they are contrary to morality or public order and,
in partienlar, of such a nature as to deceive the public.
It is understoad that a mark may not be considered eon-
trary to public order for the sole reason that it does not
conform to a provision of the legislation on marks, ex-
cept if such provision itself relates to public order.

This provision is subject, however, to the application of

Article 10%,

C. — (1) In deétermining whether a mark is eligible for
protection, all the factual circumstances must be taken inte
consideration, particularly the length of .time the mark has
been in use.

(2) No trademark shall be refused in the other countries
of the Union for the tole reason that it differs from the mark

protected in the country of origin only in respect of clements
that do not alter its distinetive character and do not affect
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its identity in the form in which it has been registered in the
said country of origin.

D. — No person may beuefit from the provisions of this
Article if the mark for which he claims protection is not
registered in ‘the country of origin.

E. — However, in no case shall the rencwal of the regis-
tration of the mark in the country of origin invelve an obliga.
tion to renew the registration in the other countries of the

Union in which the mark has been registered.

F. — The benefit of priority shall remain unaffected for
applications for the registration of marks filed within the
period fixed by Article 4, even if registration in the country
of origin is effected aflter the expiration of such periad.

Article Grerim
[Marks: Serviee Marks]

The countries of the Union undertake to proteet service
marks. They shall not be required to provide for the registra-
tion of such marks.

Article Grertim

 [Marks: Registration in the Name of the nt or Representative of the

Proprietor Without the Latter’s Authorization]
(1) If the agent or representative of the person who is
the proprictor of a mark in one of the countries of the Union
applies, without such proprictor’s authorization, for the regis.

tration of the mark in his own name, in one or more coun-

tries of the Union, the proprictor shall be entitled to oppose
the registration applied for or demand its cancellation or, if
the law of the eonntry so allows, the assignment in his favor
of the said registration, unless such agent or representative
justilics his action.

(2) The proprictor of the mark shall, subject to the pre-
visions of paragraph (1), abeve, be entitled to oppose the
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use of his mark by his agent or representative if he has not
authorized such use.

(3) Domestic legislation may provide an equitable time
limit within which the proprictor of a mark must exercise
the rights provided for in this Article.

Article 7
[Warks: Naturs of the Gooads te which tha Mark is Applied]

The nature of the goods to which a trademark is to be

applied shall in no case form am obstacle to the registration

of the mark.

Article T4
[Aarkss.Colleetiva Marks]

(1) The countries of the Union undertake to accept for
filing and to protect collective marks belonging to associa-
tions the existence of which is not contrary to the law of the
eountry of origin. even if such associations do not possess an
industrial or commercial establishment. -

(2) Each country shall be the judge of the particular
conditions under which a collective mark shall be protected
and may refuse protection if the mark is contrary to the
public interest. _ -

(3) Nevertheless, the protection of these marks shall not
be refused to any association the existence of which is not
contrary to the law of the country of origin, on the ground
that such association is not established in the country where
protection js sought or is mot constituted according to the
law of the latter country.

Article 8
[Trada Name:]
A trade name shall he protected in all the eountries of
the Union without the obligation of filing or registration,
whether or not it forms part of a trademark.
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Artiele 9

[Marks, Trade Names: Scizure, on Impartation, ste., of Coods Unlawf
) Bearing a Mark or Trade Name] .

(1) All goods unlawfully bearing a trademark or trade
name shall be scized on importation into these countries of
the Union where such mark or trade name is entitled to legal
protection. ’

(2) Seizure shall likewise be effected in the country where
the unlawful affixation ocenrred or in the country into which
the goods were imported.

(3) Seizure shall take place at the request of the public
prosecutor, or any other competent authority, or any inter-
ested party, whether a natural person or a legal entity, in
conflormity with the domestic legislation of each country.

(4) The authorities shall not be bound to effect seizure
of goods in transit.

(5) If the legislation of a country does not permit seizure
on importation, scizure shall be replaced by prohibition of
importation or by seizure inside the country. i

(6) If the legislation of a country permits neither seizure
on importation nor prohibition of importation nor scizure
inside the country, then, until such time as the legislation is
modified accordingly, these measures shall be replaced by the
actions and remedies available in such cases to nationals
under the law of such country.

Article 10
[False Indications: Selzure, on Impertation, ete, of Coods Bearing False
Indicstions as 10 their Seurce or the Identity of the Producer]

(1) The provisions of the preceding Article shall apply
in cases of direct or indirect use of a false indication of the
source of the goods or the identity of the producer, manu-
fagturer, or merchant.

(2) Any producer, manufacturer, or merchant, whether a
natural person or a legal entily, engaged in the produetion
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or manulacture of or trade in such goods and established
cither in the locality falsely indicated as the source, or in the
region where such loeality is situated, or in the ecountry
falsely indicated, or in the country where the false indication
of sonrce is used, shall in any case be decmed an interested
party.
Artiels 104
« [Unfair Competition)

(1) The countries of the Union are bound to assure to
nationals of such countries efflective protection against unfair

- competition.

(2) Any act of competition contrary to honest practices
in industrial or commercial matters constitutes an act of un-
fair competition.

(3) The following in particular shall be prohibited:

1. all acts of such a nature as to create confusion by any
means whatever with the establishment, the goods, or the
industrial or commercial activities, of 2 competitor;

2. false allegations in the course of trade of such a nature
as to discredit the establishment, the goods, or the indus-
trial or commercial activities, of a2 competitar;

3. indications or allegations the use of which in the course
of trade is liable to mislead the public as to the nature,
the manufacturing process, the characteristics, the suit.
ability for their purpese, or the quantity, of the goods.

Article 10
[Merks, Trade Names, Falsa Indications, Unfeair Competition: Remedies,
Right 1o Sue]

(1) The countries of the Union undertake to assure to
nationals of the other countries of the Union appropriate
legal remedies effectively to repress all the acts referred to
in Articles 9, 10, and 10,

(2) They undertake, further, to provide measures to p;nr-

mit federations and ussociations representing interested in-
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dustrialists, producers, or merchants, provided that the exist-
ence of such federations and associations is net contrary to
the laws of their countries, to take action in the courts or
before the administrative autherities, with a view to the
repression of the acts referred to in Articles 9, 10, and 10%,
in so far as the law of the country in which protection is
claimed allows such action by federations and associations of
that eountry.

Article 11
{flmll'ﬂl. Urility Models, Industeial Designs, Marks: Tem perary
_ Protection at Certain International Exhibitions]

(1) The countries of the Union shall, in conformity with
their domestic legislation, graut temporary protection to
patentable inventions, utility models, industrial designs, and
trademarks, in respect of goods exhibited at official or offi-
cially recognized international exhibitions held in the terri-
tory of any of them.

(2) Such temporary protection thall not extend the peri-
ods provided by Article 4. If, later, the right of priority is
invoked, the authorities of any country may provide that the
period shall start from the date of introduction of the goods
into the exhibition.

(3) Each country may require, as proof of the identity of
the article exhibited and of the date of its introduction, such
documentary cvidence as it considers necessary.

Article 12
[Special National Indusicial Property Services]

(1) Each country of the Union undertakes to establish a
special industrial property service and a central office for
the eommunication to the public of patents, utility models,
industrial designs, and trademarks.

(2) This service shall publish an official periodical journal.

It shall publish regularly:
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(a) the names ol the proprictors of patents granted, with a
* brief designation of the inventions patented;
(b) the reproductions of registered trademarks.

Article 13
[Assembly of the Unien]

(1) (a) The Union shall have an Assembly consisting of
those countrics of the Union which are bound by Articles 13
te 17.

(5) The Government of each country shall be represented
by one delegate, who may be assisted by alternate delegates,
advisors, and experts.

(¢) The expenses of each delegation shall be borne by the
Government which has appointed it.

(2) (a) The Assembly shall:

(i) deal with all matlers concerning thesmaintenance and
development of the Union and the implementation of
this Convention;

(ii) give directions concerning the preparation for confer-
ences of revision to the International Bureau of Intel-
lectual Property (hereinafter designated as * the Inter-
national Bureau ™) referred to in the Convention estab-
lishing the World Intellectual Property Organization
(hereinafter designated as *“ the Organization™), due
account being taken of any comments made by those
countries of the Union which are not bound by Articles
13 t0 1T;

(iii) review and approve the reports and activities of the
Director General of the Organization concerning the
Union, and give him all necessary instructions concerning
matters within the competenée of the Union;

(iv) elect the members of the Executive Committee of the
Assembly;

(v) review and approve the reports and activities of its
Executive Committee, and give instructions to such Com.
miltee;
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(vi) determine the program and adopt the triennial budget
of the Union, and approve its [inal accounts;

(vii) adopt the financial regulations of the Union;

(viii) establish such committees of experts and working groups
as it deems appropriate 1o achieve the objectives of the
Union; -

(ix) determine which countrics not members of the Union
and which intergovernmental and international non-
governmental organizations shall be admitted to its meet.
ings as observers;

(x) adopt amendments to Articles 13 to 17;

(xi) take any other appropriate action designed to further
the objectives of the Union;

(xii) perform such other functions as are appropriate under
this Convention;

(xiii) subject to its acceptance, exercise such rights as are given
to it in the Convention establishing the Organization.

(b) With respect to malters which are of interest also to
other Unions administered by the Organization, the Assembly
shall make its decisions after having heard the advice of the
Coordination Committee of the Organization.

(3) (a) Subject to the provisions of subparagraph (b), a
delegate may represent one country only.

(5) Countries of the Union grouped under the terms of a
special agreement in a common office possessing for each of
them the character of a special national service of industrial
property as referred to in Article 12 may be jointly represented
during discussions by one of their number.

(4) (a) Each country member of the Assembly shall have
one vole.

(b) One-half of the countries members of the Assembly
shall eonstitute a quorum.

(e) Notwithstanding the provisions of subparagraph (b),
if, in any session, the number of countries represented is less
than one-half but cqual to or. more than one-third of the coun.
tries members of the Asiembly, the Assembly may make deei-
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sions but, with the exception of decisions concerning its own
procedure, all such decisions shall take effect only if the con.
ditions set forth hereinalter are fufilled. The International
Bureaun shall communicate the said decisions to the countries
members of the Assembly which were not represented and shall
invite them to express in writing their vote or abstention within
a period of three months from the date of the communication.
If, st the expiration of this period, the number of countries
having thus expressed their vote or abstention attains the
number of countries which was lacking for attaining the quo-
rum in the session itself, such decisions shall take effect pro-
vided that at the same time the required majority still obtains.
(d) Subject to the provisions of Article 17(2), the decisions
of the Assembly shall require two-thirds of the votes cast.
(e) Abstentions shall not be considered as votes.

(5) (a) Subject to the provisions of subparagraph (b), a
delegate may vote in the name of one country only.

(b) The countries of the Union referred to in paragraph
(3)(5) shall, as a general rule, endeavor to send their own
delegations to the sessions of the Assembly. If, however, for
exceptional reasons, any such country cannot send its own
delegation, it may give to the delegation of another such coun-

 try the power to vate in its name, provided that each delega-

tion may vote by proxy for one country only. Such power to
vote shall be granted in a document signed by the Head of

State or the competent Minister.
(6) Countries of the Union not members of the Assembly

shall be admitted to the meetings of the latter as observers.

(7) (a) The Assembly shall meet onee_in every third calen-
dar year in ordinary session upon convecation by the Director
General and, in the absence of exceptional cirenmstances, dur-
ing the same period and at the same place as the General
Assembly of the Organization.

(b) The Assembly shall meet in extrancdinary session upon
convocation by the Dircctor General, at the request of the
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Executive Commitiee or at the request of one-fourth of the
countries members of the Assembly.
(8) ‘The Assembly shall adopt its own rules of procedure.

Article 14

[Esecutive Committes]
(1) The Assembly shall have an Executive Committee.

(2) (a) The Executive Committee shall consist of countries
elected by the Assembly from among countries members of
the Assembly. Furthermore, the country on whose territory
the Organization has its headquarters thall, subject to the pro-
visions of Article 16(7)(b), have an ex officio seat on the
Committee.

(b) The Government of each country member of the Execu-
tive Committce shall be represented by one delegate, who may
be assisted by alternate delegates, advisors, and experts.

(e) The expenses of each delegation shall be borne by the
Government which has appointed it

(3) The number of countries members of the Exccutive
Committee shall correspond to one-fourth of the number of
countries members of the Assembly. In establishing the num-
ber of seats to be filled, remainders after division by four shall
be disregarded.

(4) In electing the members of the Executive Committee,
the Assembly shall have due regard to an equitable geographi-
cal distribution and to the need for countries party to the
Special Agreements established in relation with the Union te
be among the countries constituting the Exceutive Committee.

(5) (a) Each memher of the Exeeutive Committee shall
serve from the close of the session of the Assembly which
clected it to the close of the next ordinary session of the
Assembly.

(b) Members of the Executive Committee may be re-clected,
but only up to a maximmum of two-thirds of such members.
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(e) The Assembly shall establish the details of the rules
governing the election and possible re-clection of the members
of the Exeeutive Cammittee.

(6) (a) The Exeeutive Committee shall:

(i) prepare the dralt agenda of the Assembly;

(ii) submit proposals te the Assembly in respect of the draft
program and triennial budget of the Union prepared by
the Director General;

(iii) approve, within the limits of the program and the triea-
nial budget, the specific yearly budgets and programs
prepared by the Director General;

(iv) submit, with sppropriste comments, to the Assembly
the periedical reports of the Dircctor General and the
yearly audit reports on the accounts;

(v) take all necessary measures to ensure the execution of
the program of the Union by the Director General, in
accordance with the decisions of the Assembly asnd
having regard to cireumstances arising between hu
ordinary sessions of the Assembly;

(vi) perform such other functions as are allocated to it uader
this Canvention.

{b) With respect te matters which are of interest also to
other Unions administered by the Organization, the Executive
Committee shall make its decisions after having heard the
sdvice of the Coordination Committee of the Organization.

(T) (e) The Executive Committee shall meet once s year
in ordinary session upen convocation by the Director General,
preferably during the same period and at the same place us
the Coordination Commitice of the Organization.

(b) The Executive Cammiltee shall meet in extraordinary
session upen convocation by the Director General, cither on
his awn initiative, or at the request of its Chairman or one-
fourth of its members.

(8) fa) Each country member of the Exeeutive Committee
shall have one vole.
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(b) One-half of the members of the Executive Conumitiee
shall eonstitute a quorum.
(¢) Decisions shall be made by a simple majority of the

voles cast.
(d) Abstentions shall not be considered as votes.

(e) A delegate may represent, and vote in the name of,
ome country only.

(9) Countries of the Union not members of the Executive
Committee shall be admitted to its meetings as observers.

(10) The Executive Committee shall adopt its own rules
of procedure.

Article 15
[Iaternationsl Bureau)

(1) (a) Administrative tasks concerning the Union shall
be performed by the International Bureaw, which is a con-
tinuation of the Bureau of thé¢ Union united with the Bureau
of the Union established by the International Convention far
the Protection of Literary and Artistic Works. [*]

(b) In particular, the International Bureau shall provide
the secretariat of the various organs of the Union.

(¢) The Dircctor General of the Organization shall be the
chiel executive of the Union and shall represent the Union.

(2) The International Bureau shall assemble and publish
information concerning the protection of industrial property.
Each country of . the Union shall promptly communiecate to the
International Bureau all new laws and official texts concern-
ing the protection of industrial property. Furthermore, it
shall furnish the International Burcau with all the publica-
tions of ils industrial property service of direet concern to
the protection of industrial property which the International
Bureau may find useful in its work.

(3) The International Burcau shall publisli a monthly peri-
odical.
‘331 UNTS 117,
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(1) The International Bureau shall, on request, furnish
any country of the Union with infermation en matters con.
cerning the protection of industrial property. '

(5) The International Burcau shall conduct studies, and
shall provide services, designed to facilitate the protection of
industrial property.

(6) The Director General and any stalf member designated
by him shall participate, without the right to vote, in all mest-
ings of the Assembly, the Executive Committee, and any other
committee of experts or working group. The Director General,
or a staflf member designated by him, shall be ex officio secre.
tary of these bodies.

(7) (a) The International Bureau shall in accordance with
the directions of the Astembly and in cooperation with the
Execulive Committee, make the preparations for the confer.
ences of revision of the provisions of the Convention other
than Articles 13 t0 17.

(5) The International Bureau may consult with mter-
governmental and international non-governmental organiza-
tions concerning preparations for conferences of revision.

(¢) The Director General and persons designated by him
shall take part, without the right to vote, in the discussions at
these conferences.

(8) The International Bureau shall carry out any other
tasks assigned to it

Article 16
[Fisanees)

(1) (a) The Union shall have a budget.

(b) The budget of the Union shall include the income and
expenses proper to the Union, its contribution to the budget
of expenses common to the Unions, and, where applicable, the
sum made available to the budget of the Conference of the
Organization.
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(¢) Expenses not attributable exclusively to the Union but
also to onc or more other Unions administered by the Organ-
jzation shall be considered as expenses common to the Unions.
The share of the Union in such common expenses shall be in
proportion to the interest the Unicon has in them.

(2) The budget of the Union shall be established with due
regard to the requirements of coordination with the budgets
of the other Unions administered by the Organization.

(3) The budget of the Union shall be financed from the
following sources:
(i) eontributions of the countries of the Union;
(ii) fees and charges due for services rendered by the Inter-
national Burcau in relation to the Union;
(iii) sale of, or royalties on, the publications of the Inter.
national Bureau concerning the Union;
(iv) gifts, bequests, and subventions;
(¥) rents, interests, and other miscellancous income.

(4) (a) For the purpose of establishing its contribution
towards the budget, each country of the Union shall belong to
a class, and shall pay its annual contributions on the basis of a
number of units fixed as follows:

Classl .. . . &8
Class II . . .. 20
Clags III . . . . 15
Class IV . . . . 10
Class V. . . . . §
Class Y1 . . . . 3
Class Y2 . . o & 1

(b) Unless it has already done so, each country shall indi-
eate, concurrently with depositing its instrument of ratiliea-
tion or accession, the class to which it wishes to belong. Any
¢ountry may change class. If it chooses a lower class, the coun-
try must announce such change to the Assembly at one of its
ordinary sessions. Any such change shall 1ake effect at the
beginning of the ealendar year following the said session.

1018 Q - 7L = Ie-pi 3--11
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(¢) The annnal contribution of each country shall be an
smount in the same proportion to the total sum to be contri-
buted to the budget of the Union by all countries as the num.
ber of its units is to the total of the units of all contributing
countries.

(d) Coutributions shall become duc on the first of Janu-
ary of each year.

(e) A country which is in arrears in the payment of its
contribuiions may not exercise its right to vote o any of the
organs of the Union of which it is a member if the amount of
its arrears equals or exceeds the amount of the contributions
due from it for the preceding two full years. However, any
organ of the Union may allow such a country to continue to
exercise its right to vote in that organ if, and as loog as, it is

satisfied that the delay in payment is due to exceptional and"

unavoidable circumstances

(f) 1f the budget is not adopted before the beginning of a
pew financial period, it shall be at the same level as the budget
of the previous year, as provided in the linancial regulations.

(5) The amount of the fees and charges due for services
rendered by the International Bureau in relation to the Union
shall be established, and shall be reported to the Assembly and
the Executive Committee, by the Director General.

(6) (a) The Union shall have a working capital fund which
shall be constituted by a single payment made by each country
of the Union. If the fund becomes insufficient, the Assembly
shall decide 1o increase it.

(b) The amount of the initial payment of each country to
the said fund or of its participation in the inerease thersof
shall be a proportion of the contribution of that eountry for
the year in which the fund is established or the decision to
increase it is made.

(e) The propoertion and the terms of payment shall be
fixed by the Assembly on the propesal of the Director General
sud after it has héard the advies of the Coordination Com-
mittee of the Organization.
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(7} (a) In the headquarters agreement concluded with the
country on the territory of which the Organization has its head-
quarters; it shall be provided that, whenever the working capi-
tal fund is-insulficient, such country shall grant advances. The
amount of these advances and the conditions on which they
are granted shall be the subject of separate agreements, in
each case, between such country and the Organization. As long
as it remains under the obligation to grant advances, such
country shall have an ex officio seat on the Executive Com-
mittee.

(b) The country referred to in subparagraph (a) and the
Organization shall each have the right to denounce the obliga-
tien to grant advances, by written notification. Denunciation
shall take effect three years after the end of the year in which
it has beea notified. :

(8) The auditing of the aceounts shall be effected by one

or more of the countries of the Union or by external auditors,

as provided in the financial regulations. They shall be desig:

nated, with their agreement, by the Assembly.

Article 17
[Amendment of Articles 13 1o 17)

(1) Proposals for the amendment of Articles 13, 14, 15,
16, and the present Article, may be initiated by any country
member of the Assembly, by the Executive Committee, or by
the Dircctor General. Such proposals shall be communicated
by the Director General to the member countries of the Assem-
bly at least six months in advanece of their consideration by the
Assembly. :

(2) Amendments to the Articles referred to in paragraph
(1) shall be adopted by the Assembly. Adoption shall require
three-fourths of the votes cast, provided that any amendment
to Article 13, and to the present paragraph, shall reqnire four-
fifths of the votes cast. )

(3) Any amendment to the Articles referred te in para-
graph (1) shall enter into foree one month alter written noti-
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fications of acceptance, effected in accordance with their re-
speetive constitutional processes, have been reccived by the
Director General from three-fourths of the countries members
of the Assembly at the time it adopted the amendment. Any
smendment to the said Articles thus accepted shall bind all
the countries which are members of the Assembly at the time
the amendment enters into force, or which become members
thereof at 3 subsequent date, provided that any amendment
inereasing the financial obligations of countries of the Union
shall bind only those countries which have notified their
scceptance of such amendment.

Article 13
[Revision of Articles 1 te 12 sad 18 te 20]

(1) This Convention shall be submitted to revision with a
view to the introduction of amendments designed to improve
the system of the Union.

(2) For that purpose, conferences shall be held successively
in one of the countries of the Union among the delegates of the
said countries.

(3) Amendments to Articles 13 to 17 are governed by the
provisions of Article 17. )

Article 19
[Special Agresments]

It is understood that the countries of the Union reserve the
right to make separately between themselves special agree-
menis for the protection of industrial property, in 50 far as
these sgreements do not contravene the provisions of this

Convention.
Article 20

[Ratifiestion or Acerssion by Countries of the Uniony Eatry Inte Feres]

(1) (2) Any eountry of the Union which has signed this
Act may ratily it, and, if it has not signed it, may accede to it.
Instruments of ratification and aeccession shall be deposited
with the Director Ceneral.
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(b) Any country of the Union may declaré in its instrument
of ratification or accession that ils ratification or accession
shall not apply:

(i) to Articles 1 to 12, or
(ii) to Acticles 13 to 17.

(c) Any country of the Union which, in accordance with
subparagraph (b), has excluded from the effects of its ratifica-
tion or accession one of the two groups of Articles referred to
in that subparagraph may at any later time declare that it
extends the effects of its ratification or accession to that group
of Articles. Such declaration shall be deposited with the Diree-
tor General.

(2) (a) Articles 1 to 12 shall enter into force, with respect
to the first ten countries of the Union which have deposited
instruments of ratification or accession without making the
declaration permitted under paragraph (1)(b)(i), three months
after the deposit of the tenth such instrument of ratilication
or accession. -

(b) Articles 13 to 17 shall enter into force, with respect to
the first ten countries of the Union which have deposited
instruments of ratification or accession without making the
declaration permitted under paragraph (1)(5)(ii), three months
after the deposit of the tenth such instrument of ratification
or accession.

(¢) Subject to the initial entry into force, pursuant to the
provisions of subparagraphs (a) and (b), of cach of the two
groups of Articles referred to in paragraph (1)(b)(i) and (ii).
and subject to the provisions of paragraph (1)(5), Articles 1
to 17 shall, with respect to any country of the Union, other
than those referred to in subparagraphs (a) and (b), which
deposits an instrument of ratification or acecssion or ady coun-
try of the Union which deposits a declaration pursuant to para-
graph (1)(e), enter into foree three months after the date of
notification by the Dircctor General of such deposit, unless »
subsequent date has been indicated in the instrument or decla
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ration deposited. In the latter case, this Aet shall enter iato
foree with respect to that country on the date thus indicated.

(3) With respect to any country of the Union which de-
posits an instrument of ratification or aceession, Articles 18
to 30 shall enter into force on the carlier of the dates on which
any of the groups of Articles referred to in paragraph (1)(3)
enters into foree with respeet to that country pursuant to para-

graph (2)(a), (b), ox (c).

Article 21
[Accrssion by Countries Outside the Usioa; Eatry Inte Pares]

(1) Any eountry outside the Union may accede to this Aet
and thereby become a member of the Union. Instruments of
accession shall be deposited with the Dircctor General.

(2) (a) With respect to any country outside the Union
which deppsits its instrument of accession one month or mors
befors the date of entry inte force of any provisions of the
present Act, this Act shall enter into force, unless a subsequent
date has been indicated in the instrument of accession, on the
date upon which provisions first enter into force pursuant te
Article 20(2) (a) or (B); provided that:

(i) if Articles 1 to 12 do not enter into force on that date,
such eountry shall, during the interim period before the
eatry into foree of such provisions, and in substitation
therefor, be bound by Articles 1 to 12 of the Lishon Act,

(ii) if Articles 13 to 17 do not eater into force on that date,
such eountry shall, during the interim period before the
entry inte fores of such provisions, and in substitution
therefor, be bound by Articles 13 and 14(3), (4), and (5),
of the Lishon Act.

If a country indicates a subsequent date in its instrument of
sceession, this Act shall enter into force with respect to that
country on the dxte thus indicated.

(b) With respect to any country outside the Unien which
deposits its instrument of accession on a date which is sub-
sequent to, or precedes by less than one month, the entry inte
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force of one group of Articles of the present Act, this Act
shall, subject to the proviso of subparagraph (a), enter into
force threee months after the date on which its aceession has
been notified by the Director General, unless a subsequent date
has been indicated in the instrument of accession. In the latter
case, this Act shall enter into force with respect to that coun-
try on the date thus indicated.

(3) With respect to any country outside the Union which
deposits its instrument of accession aflter the date of entry into
force of the present Act in its entirety, or less than one month
before such date, this Act shall enter into force three months
after the date on which its accession has been notified by the
Director General, unless a subsequent date has been indicated
in the instrument of acecssion. In the latter case, this Aet shall
enter into force with respect to that country on the date thus
indicated.

Article 22
[Consequences of Ratification or Accesslon]

Subject 1o the possibililics of exceptions provided for in
Articles 20(1)(b) and 28(2), ratification or accession shall
automatically entail aceeptance of all the clauses and admission
to all the advantages of this Act.

Article 23
[Acczasion to Earlier Acta)
After the entry into force of this Act in its entirety, a
eouniry may not accede to earlier Acts of this Convention.

Article 24
[Territaries)

(1) Any country may declare in its instrument of ratifica-
tion or accession, or may inferm the Director General by
written notification any time therecalter, that this Convention
shall be applicable to all or part of these territorics, designated
in the declaration or notification, for the external relations of
which it is responsible.



1664

124

U.S. Treaties and Other International Agreements

[21 UsT

(2) Any country which has made such a deelaration or _

given such a notification may, at any time, notify the Dircctor
General that this Convention shall ecase to be applicable to
all or part of such territories.

(3) (a) Any declaration made under paragraph (1) shall
take effcct on the same date as the ratification or accession
in the instrument of which it was included, and any notifica-
tion given under such paragraph shall take effect thrlt months
after its notification by the Director General

(8) Any notification given under paragraph (2) shall take
effect twelve months alter its receipt by the Director General.

Article 25
[Implementation of the Coaveatioa an the Domestic Level]

(1) Any country party to this Conveation undertakes to
adopt, in accordance with its constitution, the measures neces-
sary to ensure the application of this Convention.

(2) It is onderstood that, at the time a country depasits its
instrument of ratilication or accession, it will be in a position
under its domestic law to give effect to the provisions of this
Convention.

-

Article 26
[Desaneistion]

(1) This Convention shall remain in force without limita-
tion as to time.

(2) Any country may denounee this Act by notification
addressed to the Director General. Such denunciation shall
constituie also denunciation of all earlier Acts and shall affect
only the country making it, the Convention remaining in full
fores and effect as regards the olher countries of the Union.

(3) Denunciation shall take effect one year after the day
en which the Director General has received the notification.

(4) The right of denunciation provided by this Article

shall not be exercised by any country before the expiration of
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five ycars from the date upon which it becomes a member of

the Union.

Article 27
[Application of Earlier Acts]

(1) The present Act shall, as regards the relations between
the countrics to which it applics, and to the extent that it
applies, replace the Convention of Paris of March 20, 1823,
and the subsequent Acts of revision.

(2) (a) As regards the countries to which the present Aet
does not apply, or does not apply in its entirety, but to which
the Lisbon Act of October 31, 1958, applies, the latter shall
remain in force in its entirety or to the extent that the present
Act does not replace it by virtue of paragraph (1).

(b) Similarly, as regards the countries to which neither
the present Act, nor portions thercol, nor the Lisbon Act
applies, the London Act of June 2, 1934, shall remain in force
in its entirety or to the extent that the present Act does not
replace it by virtue of paragraph (1).

(¢) Similarly, as regards the countries to which ncither the
present Act, nor portions thereol, nor the Lisbon Act, nor the
London Act applies, the Hague Act of November 6, 1925, shall
remain in force in its entirety or to the extent that the present
Act does not replace it by virtue of paragraph (1).

(3) Countries outside the Union which become party to this
Act shall apply it with respect to any country of the Union not
party to this Act or which, although party to this Act, has
made a declaration pursuant to Article 20(1)(b)(i). Such coun-
tries recognize that the said country of the Union may apply,
in its relations with them, the provisions of the most recent
Act to which it is party.

Article 28

[Disputes]
(1) Any dispute between two or more countries of - the
Union concerning the interpretation or application of this
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Convention, not setiled by negotiation, may, by any onc of
the countries coneerned, be brought before the International
Court of Justiee by application in conformity with the Statute
of the Court, [*] unless the countries concerned agree on some
other method of settlement. The country bringing the dispute
before the Court shall inform the International Bureau; the
International Bursan shall bring the matter to the attention of
the other countries of the Union.

(2) Each country may, at the time it signs this Act or de-
posits its instrument of ratifieation or accession, declare that
it does not consider itsellf bound by the provisions of para
graph (1). With regard to any dispute between such country
and any other country of the Union, the provisions of pars-
graph (1) shall not apply.

(3) Any ecountry having made a declaration in sccordance
with the provisions of paragraph (2) may, at any time, with-
draw ifs declaration by notification addressed to the Director
General.

e

Article 29
(Signature, Languages, Depositary Functions]

(1) (a) This Act shall be signed in a single copy in the
Freoch language and shall be deposited with the Government
of Sweden.

(b) Official texts shall be established by the Director Gen-
eral, after consultation with the interested Governments, in the
English, German, Italian, Portuguese, Russian and Spanish
languages, and such other languages as the Assembly may
designate.

(e) In case of differences of opinion on the interpretation
of the various texts, the French text shall prevail.

(2) This Act shall remain open for signature at Stockholm
until Janoary 13, 1968.

(3) The Director General shall transmit two copies, cer
tified by the Covernment of Sweden, of the signed text of this

178 908 ; 50 Stat 1085,
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Act to the Governments of all countrics of the Union and, on
request, to the Government of any other country.

(4) The Director General shall register this Act with the
Secretariat of the United Nations.

(5) The Director General shall notify the Governments of
all countries of the Union of signatures, deposits of instruments
of ratification or accession and any declarations included in
such instruments or made pursuant to Article 20(1)(c), entry
into force of any provisions of this Act, notifications of denun-
ciation, and notifications pursuant to Article 24.

Article 30
[Trausitionsl Provisions]

(1) Until the first Director General assumes office, refer-
ences in this Act to the International Bureau of the Organiza-
tion or to the Director General shall be deemed to be refer-
ences to the Bureau of the Union or its Director, respectively.

(2) Countries of the Union not bound by Articles 13 to 17
may, until five years after the entry into force of the Couven-
tion establishing the Organization, exercise, if they so desire,
the rights provided under Articles 13 to 17 of this Act as if
they were bound by those Articles. Any ecountry desiring to
exercise such rights shall give written notification to that effect
to the Director General; such notification shall be effective
from the date of its receipt. Such countries shall be deemed
to be members of the Assermbly until the expiration of the
said period.
~ (3) As long as all the ecountries of the Union have not
become Members of the Organization, the International Bureau
of the Organization shall alio function as the Burcau of the
Union, and the Director General as the Director of the said
Bureau. .

(4) Once all the countries of the Union have become
Members of the Organization, the rights, obligations, and
property, of the Burean of the Union shall devolve oun the
International Burcau of the Organization.
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MULTILATERAL
Protection of Industrial Property

Articles 1 through 12 of the convention done at Stockholm
July 14, 1967.

Ratification advised by the Senate of the United States of America
February 28, 1970;

Ratified by the President of the United States of America May 8,
1973;

Ratification of the United States of America deposited with the
Director General, World Intellectual Property Organisation,
May 22, 1973;

Procladimed by the President of the United States of America
October 13, 1973;

Entered into force with respect to the Uniled States of America
.r‘ll-l'“.ﬂ 25, 1973.

Ll

By tEE PrEsipeExT oF THE UNITED STATES OF AMERICA

A PROCLAMATION

CoNSIDERI¥G THAT:

The Paris Convention for the Protection of Industrinl Property
was revised at Stockholm on July 14, 1967 ;

The Sensate of the United States of America by its resolution of
February 28, 1970, two-thirds of the Senators present eun:u::;:g
therein, gave its advice and consent to the ratification of the revi
Convention;

The entry into forcs on September 5, 1970 for the United Scates
of America of all provisions of the revised Convention, except Articles
1 through 12, was proclaimed on August 12, 1970, the complete text
of the Convention, including Articles 1 throngh 12, being included
in the proclamation decument; []

On May 8, 1973 I ratified Articles 1 through 12 of the revised
Convention ;

"TI1AS 8923; 11 UST 1583

TIAS 727 | (2140)
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The United States of America deposited its instrument of ratifi-
cation of Articles 1 through 12 of the revised Convention on May 22,
1973 and notification of such deposit was given on May 25, 1973 by
the Director General of the World Intellectual Property Organi-
zation, in accordance with the provisions of Article 20(2) (¢);

Pursuant to the provisions of Article 20(2)(¢) of the revised
Convention, the provisions of Articles 1 through 12 of the revised
Convention entered into foree for the United States of America on
Aungust 25, 1973, three months after the date of notification by the
Director General of the World Intellectual Property Organization
of the deposit of ratification by the United States of America;

Now, THEREFORE, I Richard Nixon, President of the United States
of America, proclaim and make public the entry into force of Articles
1 through 12 of the revised Convention, to the end that they shall
be observed and fulfilled with good faith on and after August 25, 1973
by the United States of America and by the citizens of the United
Sl:;mfnf America and all other persons subject to the jurisdiction
thereof.

Ix TesToroNY WHEREOY, I have signed this proclamation and caused
the Seal of the United States of Ameriea to be affixed.

Doxz at the city of Washington this thirteenth day of October

in the year of our Lord one thousand nine hundred seventy-

[sear] three and of the Independence of the United States of

America the one hundred ninety-eighth.

Ricmaro Nxox

By the President:
Hexey A. Kissixoer
Secretary of State
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Signatorjes to the Stockholm Revision of the Paris Convention
on Industrial Property 1/

Algeria (with reservation)
Argentina (Articles 1-12 excepted)
Australia

Austria

The Bahamas (Articles 1-12 excepted)
Belgium

Benin

Brazil (with reservation; Articles 1-12 excepted)
Bulgaria (with reservation)

Burundi .

Cameroon

Canada (Articles 1-12 excepted)
Central African Republic

Chad

Congo

Cuba {(with reservation)
Czechoslovakia (with reservation)
Denmark (extended to Faroe Islands)
Bgypt (with reservation)

Finland

France (including all Overseas Departments and Territories)
Gabon

German Democratic Republic

FPederal Republic of Germany (including Land Berlin)
Ghana

Greece

Guinea

Hungary (with reservation)
Indonesia (Articles 1-12 excepted)
Irag (with reservation)

Ireland

Israsl

Italy

Ivory Coast

Japan

Jordan

Eenya

Democratic Republic of Korea
Republic of Korea

Libya (with reservation)
Lischtenstein

Luxzemboursg

KMadagascar

Mslawi

Malts (with reservation; Articles 1-12 excepted)
Mauritania

Mauritius

Mexico

1/ Compiled from Ireaties in Force, Department of State (1983).
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Monaco

Morocco

Netherlands (extended to Netherlands Antilles)

Niger

Norway

Philippines (Articles 1-12 excepted)

Poland (with reservation)

Portugal

Romania (with reservation)

Senegal

South Africa (with reservation)

Sri Lanka (Articles 1-12 excepted)

Suriname

Sweden

Switzerland

Syrian Arab Republie

Togo

Tunisia (with reservation)

Turkey (Articles 1-12 excepted)

Uganda

U.5.8.R. (with reservation)

United Kingdom (extended to Hong Kong)

United States (extended to all the territories and possessions
of the United States, including Puerto Rico)

Upper Volta

Uruguay

Vatican Clty

Viet Nam

Yugoslavia

Zaire

Zambia

Zimbabwe
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DRAFT AGREEMENT ON MEASURES TO DISCOURAGE THE IMPORTATION
OF COUNTERFEIT GOODS
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AGREEMENT ON MEASURES TO DISCOURAGE THE

IMPORTATION OF COUNTERFEIT GOODS

PREAMBLE

The Parties to the Agreement on Measures to Discourage the
Importation of Counterfeit Goods (hereinafter referred to as

"pParties” and "this Agreement");

Desiring to further the objectives of the General

Agreement on Tariffs and Trade (hereinafter referred to as

the "General Agreement"” or "GATT");

Considering that trade in counterfeit goods
prejudices the rights of legitimate traders and deceives

cConsumers;

Desiring to discourage international trade in
countarfeit goods by cooperaticn among Parties to this
Agreement and by strengthening measures to combat such trade

without inhibiting the free flow of legitimate trade;

Desiring to deprive parties to the importation of
counterfeit goods of the economic benefits of such

transactions;
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Noting that contracting parties are exercising
their rights under Article XX of the General Agreement, inter
alia, to adopt or enforce laws and requlations relating to

the protection of trademarks;

Seeking to provide for international notification,

consultation, surveillance and dispute settlement procedures

with a view to ensuring fair, prompt and effective

application of this Agreement;

Desiring to attain the above cbjectives through

measures to protect the rights of trademark owners; and

Recognizing that differences in legal systems and

customs procedures of the Parties may require different

methods, consistent with this Agreement, of dealing with

counterfeit goods;

Hereby agree as follows:
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Article 1 - Objectives, Requirements, and Scope of the

Agreement

1.1 The Parties shall discourage international trade in
counterfeit goods. To this end they agree that imported
countarfeit goods should be dealt with in a manner that
deprives the persons involved of the economic benefits of the
transaction and provides an effective deterrent to
international trade in such goods. They further agree that

counterfeit goods should be prevented from reaching the
commercial market. However, nominal quantities of goods
intended for personal use and not for sale may be excluded

from the requirements of the Agreement.

12 In this Agreement:

lids1 "Counterfeit goods"™ means any goods bearing an
unauthorized representation of a trademark that is legally
registered in respect of such goods in the country of
importation. This Agreement shall not apply to imported

goods which have been produced or marketed under a protected
trademark by the owner of the trademark right, or with his

consent, or to goods bearing an authorized trademark which
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1.2.2 "Trademark" shall be as defined by the law of
the country of importation and shall include any
certification mark or collective mark registered in the
country of importation and entitled to protection as a

trademark.

1.2.3 "Imported goods" shall be as defined by the

country of importation far.the purposes of this Agreement.

1.3 The intellectual property laws of any Party shall
not be changed by its acceptance of or accession to this
Agreement. Moreover, this Agreement lays down the minimum
requirements with regard te measures to discourage the
importation of counterfeit goods and shall not be interpreted

as preventing any Party from taking further measures.

1.4 The implementation of this Agreement shall not

prejudice any rights or obligations under the GATT of any

Party with respect to measures taken to deal with counterfeit

goods.

Article 2 - obligations and Procedures

2+l The Parties shall afford owners of trademark rights

covered by this Agreement or their representatives, the



140
5

judicial or administrative means necessary to initiate
procedures to protect their rights against imported
counterfeit goods before they are released from the
jurisdiction of the customs authorities. They shall
designate the authorities to which owners of trademark rights

may address themselves for this purpose.

2.2 The perscon initiating the procedures shall be
required to establish his right to protection and to produce
satisfactory evidence that counterfeit goods are in the
process of being, or are likely to be. imported,in accordance
with the relevant laws of the country of importation. Such
person may be required to provide security by bond or depesit
of money in an amount sufficient to lndémnify the authorities
or to hold the importer harmless from loss or damage
resulting from such action where goods are subsequently

determined not toc be counterfeit.

2.3.1 When the competent authorities are satisfied that
goods referred to in the procedures initiated in conformity
.with the provisions of Article 2.2 are reasonably suspected

of being counterfeit, they shall take the necessary steps to
provide for the detention or seizure of such goods, or the

taking of other appropriate measures to retain jurisdictien
over, or p:uvunt'the sale or other disposition of such goods

pending final determination whether the goods are

counterfeit.
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2.3.2 Notwithstanding the provisions of Article 2.3.1,
alternative procedures consistent with the objectives of this
Agreement may be established to deal with perishable goods or

exceptional circumstances.

2.4 Persons directly affected by procedures initiated

in conformity with this Agreement shall be informed promptly

of actions taken.

2.5 The criteria by which the authorities determine
whether imported goods are counterfeit shall be no less
favorable than the criteria used to determine whether
domestically produced goods are counterfeit. Determinations
concerning counterfeit goods shall be reasoned and made
without undue delay in a fair and open manner which avoids
the creation of non-tariff barriers to and minimizes

interference with legitimate trade.

2.6 Actions in accordance with the provisions of this
Article may, where provided for by the law of the country of
importation, be terminated at any time upon the request of
the owner of the trademark riéht in question or his

representative.
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> W Where the retention of jurisdiction over alleged
counterfeit goods is based upon an interim order of a
competent judicial or administrative authority and further
proceedings for a final order are required, the importer
shall have the right freely to dispose of the goods if such
further proceedings are not initiated within such period as

may be required by the Party.

Article 3 - Disposal of Counterfeit Goods

3. Upon determination that the goods in question are
counterfeit, they shall be disposed of in such a way so as to
deprive the parties to the importation of the counterfeit
goods of .the econcmic benefits of the transaction and to
provide an effective deterrent to further transactions
involving the importation of counterfeit goods. To the
greatest extent possible, counterfeit goods shall be subject
to forfeiture and shall be disposed of cutside the channels
of commerce in a manner that minimizes harm to the owner of
the trademark right in question. Alternative methods of
disposal may be used as long as they constitute an effective
deterrent to trade in such goods. However, in individual
cases involving exceptional circumstances, other measures may
be taken having due regard to the cbjectives of the

Agreement,



143

Article 4 - Right of Judicial Review

4. The Parties shall provide the importer with a right

of judicial review in respect of any final decision taken by

any administrative authority in pursuance of this agreement.

Article 5 = Information and Review

S.1 Laws, regulations, administrative rulings of
general application, and procedures relating to the
implementation of this Agreement, shall be published.
Judicial decisions shall be made available on request to any

other Party.

5.2 In order to ensure the effective application of
this Agreement, the Parties shall cooperate and provide
assistance, and where not prohibited by naticnal law, shall
exchange information concerning international trade in
counterfeit goods which is likely to affect the interests of
other Parties or which shows that a new fraudulent practice

or technique has been adopted.



144

5.3 All information which is by nature confidential or
which is provided on a confidential basis in pursuance of
this Agreement shall be treated as strictly confidential by
the authorities concerned, who shall not disclose it without
the specific permission of the person or government providing

such information.

Article 6 - Notes on Articles

6. The notes annexed to this Agreement form an
inteﬁ:al part of this Agreement. The articles of this
Agreement are to be read and applied in conjunction with

their respective notes.

Article 7 - Enforcement of Cbligations

Institutions

Tel There shall be established under this Agreement a
Committee on Measures to Discourage the Importation of

Counterfeit Goods (referred to in this Agreement as the

"Committee”) composed of representatives from each of the
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Parties, This Committee shall elect its own chairman and

meet as necessary, but not less than once a year, for the
purpose of affording Parties the opportunity to consult on
any matters relating to the operation of the Agreement or the
furtherance of its objectives, and to carry out such other

responsibilities as may be assigned to it by the Parties.

Consultation and Dispute Settlement

7.2 Consultation and settlement of disputes with
respect to any matter affecting thg operation of this
hgéaemant shall be subject to the procedures of Articles XXII
and XXIII of the GATT and the Understanding Regarding

Notification, Consultation, Dispute Settlement and

Surveillance.

Article 8 - Special and Differential Treatment

8.1 Developing country Parties may delay application of
its provisions for a period not exceeding two years from the
date of éntry into force of tﬁis Agreement for such
countries. Developing country Parties who choose to delay
application of this Agreement shall notify the

Director-General of the GATT accordingly.
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8.2 Developed country Parties shall furnish, on
mutually agreed terms, advice and assistance to developing
country Parties that so request. This may include, inter
alia training of personnel, assistance in preparing
implementation measures, advice on the identification and

control of imported counterfeit goods, and advice on the

application of the provisions of this Agreement.

Article 9 - Final Provisions

9.1 Acceptance and Accession

9:1.1 This Agreement shall be ocpen for acceptance by
signature or otherwise, by governments contracting parties to

the GATT and by the European Economic Community.

9.1.2 Any government contracting party to the GATT not
a Party to this Agreement may accede to it on terms to be
agreed between that government and the Parties to this
Agreement, Accession shall take place by the deposit with
the Director-General to the CONTRACTING PARTIES to the GATT
of an instrument of accession which states the terms so

agreed.
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9.1.3 This Agreement shall be open for acceptance by
signature or otherwise by governments having provisionally
acceded to the GATT, on terms related to the effective

application of rights and obligations under this Agreement,
which take into account rights and obligations in the

instruments providing for their provisional accession.

9.1.4 This Agreement shall be open to accession by any
other government on terms, related to the effective
application of rights and obligations under this Agreement,

to be agreed between that government and the Parties, by the
deposit with the Director-General to the CONTRACTING PARTIES

to the GATT of an instrument of accession which states the

terms so agreed.

9.1.5 In regard to acceptance, the provisions of Article
XXVI:5 (a) and (b) of the General Agreement would be

applicable.

9.2 Reservations

9.2.1 Reservations may not be entered in respect of
any of the provisions of this Agreement without the consent

of che nther Parties,
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9.3 Entry into Force

9.3.1 This Agreement shall enter into force on

:

for the governments™ which have

accepted or acceded to it by that date. For each other
government it shall enter into force on the thirtieth day

following the date of its acceptance or accession to this

Agreement.
9.4 National Legislation
9.4.1 Each gnvurnmentz accepting or acceding to this

Agreement shall ensure, not later than the date of entry into
force of this Agreement for it, the conformity of its
procedures relating to trade in counterfeit goods with the

provisions of this Agreement.

(1) For the purpose of this Agreement, the
term 'g«'.'.w.ru:r.-rl.w.m:'ll:i is deemed to include the competent

avuthoriries of the Furepean Feonomice Communitew.
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(2) The application of this Agreement by the
Member States of the European Economic Community is without
prejudice to such further implementing measures as may be

introduced in a Community framework.
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9.4.2 BEach Party shall promptly provide the Committee
with a copy of its laws and regulations relevant to this

Agreement and amendments thereto,

9.5 Review

9.5.1 The Committee shall review annually the
implementation and operation of this Agreement taking inte
account the cbjectives therecf. The Committee shall annually
inform the CONTRACTING PARTIES to the thT of developments

during the pericd covered by such reviews.

9.5.2 In this cunnectiqn, the Parties agree to
explore the possibility of expanding the coverage of this
Agreement to include trade in counterfeit gcods involving
other intellectual property rights. To this end the Parties
agree that discussions and negotiations should be pursued
bilaterally or in appropriate international fora on- other
intellectual property rights such as appellations of origin
and indications of source, certification marks, copyrights,
models and designs, and that the results of this work should

be taken account of in the annual review referred to above.
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9.6 Amendments

The Parties may amend this Agreement, having

regard, inter alia, to the experience gained in its

implementation. Once the Parties have agreed to an
amendment, it shall not come into force for any Party until

its ratification procedures have been completed.

9.7 Withdrawal

Any Party may withdraw from this Agreement.
The withdrawal shall take effect upon the expiration of sixty
days from the day on which Hritten‘natice of withdrawal is
received by the Director-General to the CONTRACTING PARTIES
of the GATT. Any Party may upon such notification request an

immediate meeting of the Committee.

9.8 Non-Application of this Agreement between

Particular Parties

9.8.1 This Agreement shall not apply as between any
two Parties if either of the Parties, at the time either
accepts or accedes to the Agreement, does not consent to such

application.,
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9.9 Secretariat
9.9.1 This Agreement shall be serviced by the GATT
Fsecretariat.
9.10 Deposit

9.10.1 This Agreement shall be deposited with the
Director-General to the CONTRACTING PARTIES to the GATT, who
shall promptly furnish to each Party and each contracting
party to the GATT a certified copy thereof and of each
amendment thereto pursuant to Article 9.6 above and a
notification of each acceptance thereof or accession thereto
pursuant to Article 9.1 above and of each withdrawal

therefrom pursuant to Article 9.7 above.

9.11 Registration

9.11.1 This Agreement shall be registered in
accordance with the provisions of Article 102 of the Charter

of the United Nations.
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Done at Geneva this day of nineteen

hundred and eighty- in a single copy, in the English,

French and Spanish languages, each text being authentic.
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General Note

The Agreement does not require any Party to disclose
confidential information which would impede law enforcement,
conflict with national laws, or otherwise be contrary to the

legitimate commercial interests of particular enterprises,

public or private.

Mothing in this Agreement shall be construed as

impairing the independence of the judiciary.

NMote to Article 1

This Agreement applies to international trade in
"counterfeit goods." The definition of "counterfeit goods”
is intended to limit the scope of the Agreement to cover only
imported goods with trademarks that are identical or -
substantially identical to the legally protected mark.
Furthermore, it is intended that countries with registration
systems for trademarks may require registration of a
trademark as a pre-condition to the application of procedures

required by this Agreement.
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Note to Article 2

It is envisaged that the Parties will meet the
requirements of this Agreement hy providing for
administrative or judicial pruc;durea or by a combination of
the two. Thus some Parties may enable their customs services
to act, either directly or on the basis of a decision of an
administrative authority designated for this purpose, to
detain or seize counterfeit goods, while other Parties may
provide the owner of the trademark right with the opportunity
to seek a court order preventing the importer from disposing
of such gocds for a limited period to enahle the owner of the
trademark to pursue his remedies through a substantive court
action. Whatever may be the procedures adopted, it is an
objective of this Agreement that imported goods which are
reasonably suspected of being counterfeit shall not be
cleared by customs until the trademark owner has had the
opportunity to challenge, either administratively or
judicially, the right of the importer freely to dispose of
the goods. The procedures may be initiated by the trademark
owner or, where the competent authorities have the necessary
powers and are in possession of the necessary information, at
the initiative of these authorities themselves. The choice
of procedures, consistent with the objectives and
requirements of the Agreement, is left to the Parties but the

procedures shall avoid creating non-tariff barriers to
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The competent authorites may specify the evidence

required to be presented by the person owning the trademark

right or his representative under the provisions of Article

2.4

Note to Article 2.2

The phrase "or likely to be imported" is intended
to provide a means whereby the owners of the trademark rights
may initiate procedures, where the country of importation so
provides, in cases where alleged counterfeit goods have not

yet come within the jurisdiction of customs.

Note to Article 3

In order to minimize harm to the owner of the
trademark right in questicn, the trademark whose use rendered
the goods counterfeit should be obliterated or removed, where

feasible, before disposal.

Note to Article 5.3
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Parties are aware that in the territory of certain
Parties, disclosure pursuant to a narrowly drawn protective

order may be required.
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APPENDIX H

THE LANHAM ACT
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§ 1081 Page 124
istration issued under the Trade-Mark Act of Mar. 3, (July §, 1946, ch. 540, title L §1, 60 Stag. .
1881, ch. 138, and sct Aug. §, 1883, ch. 393, mn!.l::a:.mn.:.n-mu.ﬂm;ﬁz
: §3-59
SUSCHAPTER 1-THR PRINCIPAL Jan. 2, 1 Pub. L I.il,u.!u:.".m___
1978—Subsee. (a), Pub. L 93-I94 tltad
FI8SL. Registration: » n: payment of fees; des- mwmwm'mngﬁmﬂ. A

pplicatia
ipﬂudmhmhﬂwnﬂ
notics

The owner of 2 trade-mark used {n commercs
may register his trade-mark under this chapter
on the principal register established:

{a) By flling in the Patent and Trademark
Offlce—

{1} & written application. In such form as
may be prescribed by the Commissioner, veri-
fled by the applicant, or by a member of the
{irm or an offlcer of the corporation or associ-

plying, specifying applicant's domicile
nship, the date of applicant's {irst
the date of applicant's first
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EEEEEEEEEEEEEE‘
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(2) a drawing of the mark; and

{3) such number of specimens or facsimiles
of the mark s actually used as may be re.
quired by the Commissioner.

(b) By paying into the Patent and Trademark
Offlce the flling fee.

{e) By complying with sueh rules or regula-
tions, not nconsistent with law, a3 may be pre-
scribed by the Commissioner.

id) If the applicant ls not domiciled (o the
United States he shall designate by a written
document [(lled in the Patent and Trademark
Office the name and address of some person
resident {n the United Statss on whom may be

at address specified (o the last designation
30 {lled. If the person cannot be
found at the adcdress given (n the last designa-
tion, such notice or process may be sarved upon
the Commissioner.

Subsec. (b). Pub. L 93-588 substituted “Pyiens

Otfics™ for “Patent Offics”, o

Errzerore Dazr or 1873 Asewousr

Amendment by Pub. L. 93-504 effective Jan 2 13y
sew section 4 of Pub. L. 93-396, et 0uUt &8 & Dol under
section 1111 of this title :

Errcrovr Dazx .

Section 48(a) of nct July 5. 1544, provided in pamy -
that this chapter shall be (o lorce and take effect oy -
year from July 3, 1944, .

s |
Rerzal. or [scowsistowT Proviniows Coxzace
Proviziows Nor Arreerm

Section 48(n) of act July 5. 1948, provided i part
that all acta and parts of scts inconsistent with his -
chapter are repealed effective ome year from July &
1844, but that “nothing contained la this Ast

Section 48 Of act July 5, 1946, provided that sectios
7 of Title 38, Patriotic Societies and Obhsermanos, N
not repealed or Alfected by this chapter,

SorauusnITT or PROTISIoNs
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Page 1287

“(b) Registrations now existing under the Act of
March 3, 1881, or the Act of February 20, 1905 [sec-
vons 81 to 100 of this title], shall continue In full
force and effect for the unexpired terms thereof and
may be renewed under the provisions of section 9 of

tions 1058, 1082, 1084, mu af this title). Marks regis-
tered under the ‘ten-year proviso’ of section 5 of the

tinctive of the registrant's goods ln commerce under
paragraph (f) of section 2 of this Act (sectlon 1052 of
this title] and may be renewed under section 8 hereof
(section 1058 of this title) as marks coming within sald

paragraph.

“Registrations now existing under the Act of March
18, 1830 (former sections 131 to 128 of this title], shall
expire six months after the effective date of this Aet
[July 5, 1947], or twenty years from the dates of their
registrations. whichever date is later. Such registra-
tions shall be subject to and entitled to the bensfits of
the provisions of this Act (this chapter] relating to
marks registered on the suppiemental register estab-
lished by thiz Act (this chapter], and may not be re-
newed unless renewal s required to support foreign
registrations. In that svent renewal may be effected
on the supplemental register under the provisions of
section 8 of this Act [section 1058 of this titlel.

“Marks registered under previous Acts may, If ellg-
bile, also be registered under this Act (this chapter].

“See. 4T, (a) All applications for registration pending
in the Patent Office at the effective date of this Act
[July 5, 19471 may be amended, if practicable, to bring
them under the provisions of this Act (this chapter],
The prosecution of such applications so amended and
the grant of registrations thereon shall be procesded
with [n accordance with the provisions of this Act
(this chapter]. If such amendments are not made, the
prosscution of sald applications shall be proceeded
with and registrations thereon granted in sccordance
with the Acts under which said applications were flled,
and sald Acts are hereby continued in force to this
extent and for this purpose nmr notwithstanding the

before the United States Court of Customs and Patent
Appesls or any United States Circult Court of Appeals
or the United States Court of Appeals for the District
of Columbia or the United States Supreme Court at
the effective date of this Act (July §, 1947], the court,
If it be of the opinfon that the provisions of this Act
[this chapter] are applicable to the subject matter of
the appesl, may apply such provision or may remand
the case to the Commissioner or to the district court
for the taking of additional evidence or a new trial or
for reconsideration of the decision on the record as
Mumllmluumunmudummm'

Section 49 of sald act July 5, 1948, provided: “Noth-
ing herein (in this chapter] shall adversely affect the
rights or the enforcement of rights in marks acquired
In good faith prior to the effective date of this Act
(July 5, 184717

Eurmcrvcy Rruirr Prou PosTAL SITUATION
ArrecTivg TRADDMARK Cases

Rellef as to flling date of trademark application or
registration and excusal of delayed fees or actions af-
{ected by postal situation beginning on Mar. 18, 1970,
and ending on or about Mar. 39, 1970, see note set out
under section 111 of Title 14, Patents.

Puion Provisions

Subsecs. (a) to (¢} are from acts Feb. 20, 1908, ch.
92, ¥ 1. 2. 3] Stat. T24; May 4, 1908, ch. 2081, L M
Stat, 188; Peb. 18, 1908, ch. 144. 33 Stat. §28: Apr. 11,

TITLE 15—-COMMERCE AND TRADE

§ 1052

1930, ch. 132, §4.48 Stat. 155; June 10, 1938, ch. 332
st

. m act Feb. 20,
Stat 125, 1908, ch. 592, §3, 33

Cros:s Roreacwers
Emblems, insignia and names—

False advertising or misuse of names to [ndicats
Federal agency, see section 708 of Title 18,
Crimes and Criminal Procedurs.

Swiss Confederation coat of arms, see section 708

Radnf Title 18
Croas members or agents, falss ., ses
section 817 of Title 18, -

SrcTion ROoDuum 1o v OTHIR SecTions

This section s referred to In sections 1058, 1080,
1091, 1126 of this title.

1052, Trade-marks registrabl principal register;
' cunmnv:-nTﬂ:ilmuon - i

No trade-mark by which the goods of the ap-
plicant may be distinguished from the goods of
others shall be refused registration on the prin-
cipal register on account of {ts nature uniess
=

(a) Consists of or comprises mmoral, decep-
tive, or scandalous matter: or matter which
may disparage or falsely suggest a connection
with persons. living or dead, institutions, be-
liefs, or national symbols, or bring them into
contempt, or disrepute.

{b) Consists of or comprises the flag or coat
of arms or other insignia of the United States,
or of any State or municipality, or of any for-
elgn nation, or any simulation thereof.,

¢c) Consists of or comprises a name, portrait,
or signature identifying a particular living Indi-
vidual except by his written consent, or the
name, signature, or portrait of a deceased Presi-
dent of the United States during the life of his
widow, {f any, except by the written consent of
the widow.

id)} Consists of or comprises 4 mark which so
resembles a4 mark registered in the Patent and
Trademark Office or a mark or trade name pre-
viously used in the United States by another
and not abandoned, as to be llkely, when ap-
plied to the goods of the applicant, to cause
confusion. or to cause mistake or to decelve:
Provided, That when the Commissioner deter-
mines that confusion, mistake, or deception is
not likely to result from the continued use by
more than one person of the same or similar
marks under conditions and limitations as to
the mode or place of use of the marks or the
goods in connection with which such marks are
used, concurrent registrations may be Issued ta
such persons when they have become entitled
to use such marks as a result of their concur-
rent lawful use in commerce prior to (1) the ear-
llest of the flling dates of the applications
pending or of any registration issued under this
chapter; or (i) July 5, 1947, in the case of regis-
trations previously issued under the Act of
March 3, 1881, or February 20, 1905, and con-
tinuing in full foree and effect on that dats; or
(i) July 5, 1947, In the case of applications
flled under the Aect of Pebruary 20, 1905, and
registered after July 5, 1947. Concurrent regis-
trations may also be (ssued by the Commission-
er when a court of competent jurisdiction has
finally determined that more than on. person
Is entitled to use the same or similar marks (n
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commerce, [n {ssuing concurrent registrations,
the Commissioner shall prescribe conditions
and lmitations as to the mode or place of uss
of the mark or the goods (n connection with
which such mark s registeéred to the respective
persons.

{e) Conasists of a mark which, (1) when ap-
plied to the goods of the applicant is merely de-
seriptive or deceptively misdescriptive of them,
or (2) when applled to the goods of the appll-
cant s primarily gecgraphically descriptive or
deceptively misdescriptive of them, except a3
Indications of regional origin may be registrable
under section 1054 of this title, or (3) is primar-
ily merely a surname.

{(f3 Except as expressly excluded [n pars-
graphs (a), (b), (e), and (d) of this section, noth-
ing in this chapter shall prevent the registra-
tion of a mark used by the applicant which has
become distinctive of the applicant's goods In
commerce. The Commissioner may accept as
prima facie evidence that the mark has become
distinetive, as applied to the applicant’s goods
in commerce, proeof of substantially exclusive
and continuous use thersof ag & mark by the
applicant in commerce for the flve years next
preceding the date of the flling of the applica.
tion for its registracion.

(July 5, 1946, ch. 540, title I. §2. 60 Stat. 428;
Oct. 9, 1962, Pub. L. 87-TT2, §2, 78 Stat. T68;
Jan. 2, 1975, Pub. L. 93-396, § 1, 38 Stat. 1948,)

Romrwexs v TExT

Acts Mar. 3, 1881, and Feb, 20, 1505, referred to In
sabsec. (d), are acts Mar, 3. 1881, ch. 138, 11 Stac. 502
and Peb. 20, 1908, ch. 5592, 33 Stat. TI4. which were rs-
pealed Insofar as inconsistent with this chapter by act
July 5. 1944, ch. 540, § 46{a), 50 Stat. 444. Act P=b, 20,
1903, was classified to sections 81 to 108 of this title

AMTWDMENTS
197T8—Suhsec. {d). Pub. L. §3-5848 substituted “Patent

or of any registration issued under this chapter, or
July 5, 1947, [0 the case of registrations previously
lssued under the act of Mar. I, 1881, or Feb. 20, 1908,

limited confusion, mistakes, or deception Lo purchassrs,
required written notice of applications (or concurTent
regisirations and of hearings thereon, and publication
in the Official Gazstte upon a decision to grant such a
registration and permitied a court to order such a reg-
[stration under section 4915 of the Revised Statutess,

TITLE 15—COMMERCE AND TRADE

Page |23y
Erreerrve Dazz or 1873 Auwsmuorer i
Amendment by Pub, L. 53-358 effective Jan 7 lom,

muﬂnnufmt.im.muutu;mum.
section 1111 of this title. 2
k

Rrreat awnp ErrrcT ow Exristowo Ricmes

Repeal of Inconsistent provisions. effect of
chapter on pending proceedings and existing regiem,
tions and rights under Drior ACty, see notes under pegl
tlon 1081 of this title.

TraxsrIx or Foxcrions

For transfer of functions of other officers,
ee1, and agencies of the Department of Commeres 1y
the Secretary of Commerce. with certain ax :
ses Reorg. Plan No. 5 of lﬂﬂ.ﬂl.llu.m::t,n*
1S P.R. 3174, 64 Stat 1283, set out In the Appendiz ty.
Title 5, Government Organization and Employess, .3

Paior Provisioms N

Acts Feb, 20, 1908, ch. 592, § 5, 33 Stat. 725 Mar,
1907, ch. 2572, § 1, 34 Stat. 1231; Peb. 18, 1911, eh, |
38 Stat. 918 Jan 8, 1913, ch 7, 37 Stat. 848: Mar,
1920, ch. LO4 §9, 41 Stac, 535 June T, 1924, ch. ML,
Stat. 647. g

Manxs Rzcistone TUrom Tov-Toan Proviso o

Trape-Manx AcT or 1905

Marks registered under thes "“ten-year proviss™

I

uit

1

B

ek

fh

R.iE

section 5 of the act of Feb, 20, 19208, as amendsd,
deemed to have become distinetive of the repistristy.
goods In commerce under par. (f) of this secticn, e

section 48(B) af act July 5, 1946, set out (o nots under
section 1051 of this title

g i T

Incontestabiiity of marks used for five consecutie
Yyears after registration, see section 1083 of this Uia

Supplemental register, pars. (e) and () (napplicabis
to trade-maris on, see section 1094 of this title.

Secrion Ao 1o v Ot SpcTions :

This section is referred to |n sections 1064, 108,
1091, 1094, 1128 of this title. 3

§ 1053, Service marks registrable

"t

.,?

Subject to the provizions relating to the regis
tration of trade-marks, so far as they are applk
cable, service marks used in commerce shall be !
registrable. in the same manner and with the
same sffect as are trade-marks, and when regs
tered they shall be entitled to the protection
provided [n this chaptar (o the case of trade
marks, except when used so as to represent {al-
sely that the owner thersof makes or seils the
goods on which such mark {3 used. The Comr
missioner may establish a separate register for
such service marks Applications and procedurt
under this section shall conform as pearly &
practicable to those prescribed for the registrae
tion of trade-marks.

(July 5, 1948, ch. 540, ﬂﬂtL!E.Iﬂmm
Rroreal amn Ervrcr on Exastong RIGETS

of bl

procsedings and existing regist’®

chapter on
tions and rights under prior scts, see notes under i&"
tion 1051 of this title.

Traxsrm or Fowcriomns

[
mercs, with power to delegata. see Plan No.
of 1950, §§ 1. 2, eff. May 24, 1950, 15 P.R. 1174, &4 Sk
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1263, set out In the Appendix to Title 5, Government
Orgunlzstion and Employees.

Cross Rormrwers
Definition of “service mark", see section 1128 of this
title
Srerion Roymass 10 ¥ OTHER SECTIONS

This section i3 referred to in section 1128 of this
ttle. "

§ 1054. Collective marks and certifleation marks reg-
istrable

Subject to the provisions relating to the regis-
tration of trade-marks, 3o far as they are appli-
cable, collective and certification marks, includ-
ing indications of reglonal origin used in com-
merce, shall be registrable under this chapter,
in the same manner and with the same effect as
are trade-marks, by persons, and nations,
States, municipalities, and the like, exercising
legitimats control over the use of the marks
sought to be registered, even though not pos-
seszing an industrial or commerecial astablizh-
ment, and when registered they shall be enti-
tled to the protection provided In this chapter
in the case of trade-marks, except when used so
1s to represent falsely that the owner or & user
thereof makes or sells the goods or performs
the services on or in connection with which
such mark is used. The Commissioner may es-
tablish a separate register for such collective
marks and certification marks. Applications
and procedure under this section shall conform
45 nearly as practicable to those prescribed for
the registration of trade-marks.

(July 5, 1946, ch. 540, title I, § 4, 60 Stat. 429.)

Rrreas avn Errect o Existing RIicHTs

Repeal of (nconsistent provisions, sffect of this

chapter on pending proceedings and existing registra-
tions and rights under prior acts, see notes under sec-
tion 1051 of this title.

Trawsrex or FowcTions

Por transfer of functions of other officers, employ-
tes, and agencies of the Department of Commerce,
with certain sxceptions, ts the Sserstary of Com-
merce, with power to delegate, see Reorg. Plan No. 5
of 1950, §§ 1. 2, eff. May 24. 1950, 15 F.R. 3174, 84 Stat
1263, set out In the Appendix to Title 5, Government
Organization and Employees.

Prior Provisions

Acts Peb. 20, 1905, ch. 592, § 1. 13 Stat 7T24: May 4,
1808, ch. 2081, § 1, 34 Stat. 188; Feb. 18, 1900, ch. 144,
15 Stat. 628: Apr. 11, 1930, ch. 132, §4, 48 Stat 155;
June 10, 1938, ch. 332, § 1, 52 Stat. 838,

Secrron Roroaeen 1o v Oteen Sections

This section s referred to In sections 1053, 1064,
1128 of this title.

§1055. Use by related companies affecting validi
ok pan ng ty

Where a registered mark or & mark sought to
be registered is or may be used legitimately by
related companies, such use shall Inure to the
benefit of the registrant or applicant for regis-
tration, and such use shall not affect the valid-
Ity of such mark or of its registration, provided
Such mark is not used {n such manner as to de-
ceive the public.

(July 5, 1946, ch. 540, title I, § 5, 60 Stat. 429.)

§ 1057

RerzaL awp Errect ow Existing RIcETS

Repeal of inconsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acts, se¢ notas under sec-
tion 1031 of this title.

§ 1056, Disclaimer of unregistrable matter

{a) The Commissioner may require the appli-
cant to disclaim an unregistrable component of
a mark otherwise registrable. An applicant may
voluntarily disciaim a component of & mark
sought to be registered.

({b) Mo disclaimer, including those made under
paragraph (d) of section 1057 of this title, shall
prejudice or affect the applicant's or
registrant’s rights then existing or thereafter
arising In the disclaimed matter, or his right of
registration on another application If the dis-
claimed matter be or shall have become distine.
tive of his goods or services,

(July 5, 1948, ch. 540, title L §6, 60 Stat. 429,
Oect. 8, 1962, Pub. L. 87-772, § 3, 76 Stat. 769.)

AMTNDMIENTS
1963—Pub. L. 87-TT1, among other changes, provided
that an applicant may voluntarily disclaim a compo-
nent of a mark sought to be reglstered

Rerrar axp ErrrcT on ExisTiNg RIGHTS

Repeal of inconsistent provisions, effect of this
chapter on pending proceedings and existing reglstra-
tions and rights under prior scts, ses notes under sec-
tion 1051 of this title.

Trawsrzz or FomcrioNs

For transfer of functions of other officers, employ-
ees, and agencies of the Department of Commerce,
with certaln sxceptions, to the Sscretary of Com-
merce, with power to delegate, see Reorg. Plan No. §
of 1950, §§ 1. 2, off. May 24, 15950, 15 F.R. 174, 64 Stat.
1283, set out In the Appendix to Title 5, Government
Organization and Employees.

§ 1057, Certificates of registration

(a) [ssuance and form

Certificates of registration of marks regis-
tered upon the principal register shall be Issued
In the name of the United States of America,
under the seal of the Patent and Trademark
Office, and shall be signed by the Commission-
er or have his signature placed thereon, and a
record thereof shall be kept (n the Patent and
Trademark Office. The registration shall repro-
duce the mark, and state that the mark (s regis-
tered on the principal register under this chap-
ter, the date of the first use of the mark, the
date of the first use of the mark in commerce,
the particular goods or services for which it is
registered, the number and date of the registra-
tion, the term thereof, the date on which the
application for registration was received In the
Patent and Trademark Offlce, and any condi-
tions and limitations that may be imposed In
the registration.
ib) Certificate as prima facie evidence

A certificate of registration of & mark upon
the principal register provided by this chapter
shall be prima facie evidence of the validity of
the registration, registrant's ownership of the
mark, and of registrant’'s exclusive right to use
the mark in commerce In connection with the
goods or services specifled In the certificate,
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subject to any conditions and limitations stated
therein.

{e) [sauance to assignee

A certificate of registration of a mark may be
[ssued to the assignee of the applicant, but the
assignment must {irst be recorded in the Patant
and Trademark Office. In case of change of
ownership the Commissioner shall at the re-
gquest of the owner and upon a proper showing
and the payment of the fee provided [o this
chapter, issue to such assignee a new certificats
of registration of the said mark (n the name of
such assignee, and for the unexpired part of
the original period.

{d) Surrender, cancellation, or amendment by regis-
trant
Upon application of the registrant the Com-
missionsr may permit any registration to be
surrendered for cancellation, and upon cancel-
lation appropriate entry shall be made [n the
records of the Patent and Trademark Office,
Upon application of the registrant and pay-
ment of the prescribed [es, the Commissioner
for good cause may permit any registrition to
be amended or to be disclaimed In part: Pro-
tvided, That the amsndment or disclaimer does
not alter materially the character of the marlk.
Appropriate entry shall be made (g the records
of the Patent and Trademark Offics and upon
the certificate of registration or, Uf said certifl-
cate [z lost or destroyed, upon a certified copy
thereof.

(e) Copies of Patent and Trademark Offlcs records as
evidence

Copies of any records, books. papers, or draw-
ings balonging to ths Patant and Trademark
Olfflce relating to mariks, and copies of registra.
tions, when authenticated by the seal of the
Patent and Trademark Office and certified by
the Commissioner, or in his name by an em-
ployee of the Office duly designated by the
Commissioner, shall be evidence in all cases
wherein the originals would be svidencs: and
any person making application therefor and
Plif}nithi!u required by law shall have such
copies.

() Correction of Patent and Trademark Offica mis-
take

Whenever a material mistake (n a registra-
tion, incurred through the fault of the Patent
and Trademark Offics, is clearly disclosed by
the records of the Office a certificate stating
the fact and nature of such mistake, shall be
lssued without charge and recorded and a print-
ed copy thereof shall be attached to sach print-
ed copy of the registration certificats and such
corrected registration shall thersafter have the
same effect as (f the same had been originally
Issued in such corrected {orm, or in the discre.
tion of the Commissioner a new certificats of
registration may be [ssued without charge. All
certificates of correction herstofore lssued In
sccordance with the rules of the Patent and
Trademark Offica and the registrations to
which they are attached shall have the same
force and effect as if such certificates and their
l.'mu“. had been specifically authorized by stat-
u
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{g) Carrection of applicant’s mistake

Whenumtmhhkthuhmmndem;m
tration and a showing has been mads that suey
mistake occwred In good falth through th,
fault of the applicant, the Commissioner Iy 4
thorized to issue a certificate of correction o
in his discretion. 3 new certificate upon the
payment of the required fee: Provided, Thyy
the correction does not Involve such changes in
the registration as to require republication of
the mark.

tJuly S5, 1946, ch. 540, title I, §7, 60 Stat 43
Aug. 17, 1950, ch. T33, 64 Stat. 459; Oct. 9, 1582,
Pub. L. 87-7T72, §4. 78 Stat. 770; Jan. 2, 1a7s,
Pub, L. 93-594, § 1, 88 Stat. 1949.)

Az rouryTs

1978—Subsee. (). Pub. L. 93-508 substitutesd “Patem
tnd Trademark Office” for “Patent Offlcs™ In threy
places

Subsec. (). Pub, L. §3-394 substituted “Patent wnd
Trademark Office”™ for “Patent Offlce”™.

Subsec. (d). Pub. L. 93-598 substituted “Patent ang
Trademark Office” [or “Patent Offlce™ [n two places

Subses. (&), Pub, L 53-534 substitutsd “Patent wnd
Trademark Office” for "Patent Office” (o two placesy

Subses. (). Pub. L 93-598 substituted “Patent wnd
Trademark Offlce” for “Patent Oflflce™ (o two places,

1942<Subsec. (s). Pub. L. §7=TT2 substitutsd “sigms.
ture placed” for “name printed”, and eliminated provi
slons requiring an attastation BY an assistant commis
sloner or by ooe of the law sxaminers designacted by
the Commissioper, together with printed copies of the
drawing and statement of the applicant, to be kept in
books for that purpose.

Subsec. (d). Pub. L. 37-T71, among other charges, re
moved the requirement of a (&9 (n conneetion with the
voluntary surreader or cancellation of a registration

Subssc. (2], Pub. L. 7-772 substituted “an employes
of the Cffice” for “a chief of division”, amonyg other

changes.

Subsec. (). Pub, L. §7-TTL among other changes
ellminated ~, signed by the Commissioner wod sealed
with the seal of the Patent Offlce”, which [ollowed
“nature of such mistake”,

1950—Subsec. (s). Act Aug L7, 1950, made it unoee
esgary to (nelude in the certificats s statament of the
sgplicant

Errrcrrvr Datx or 1573 Ascomaoost

Amendment by Pub. L. 93-158 sffective Jan 1. 1973,
see section 4 of Pub. L. 93-554, set out a3 a note uDder
section 1111 of this title.

Rereas amn Erricr ox Existrwa Ricars

Repeal of (oDconsistent provisions, effect of this

chapter on pending proceedings and existing reglstrs-
tions and rights under prior scts, s8¢ notss under seo
tion 1051 of this title.

Taawsrm or FoNcTioNs

Por transfer of functions of sther offlcers. emplor
ees, and agencies of the Department of Commercs,
with certain exceptions, ta the Secretary of Com-
merce, with power to delegate, see Reorg. Plan Mo §
of 1950, §§ 1. 2. eff. May 24, 1350, 15 P.R. 3174, 84 StaL
1243, set out (n the Appendix to Titls 5, Go
Organization and Employees.

Prion Provisions

Subsess. (a) and () are from acts Peb. 20, 190§, cB
:::iilkﬂﬁtlLT‘lﬁﬁﬂqi.lm.mMi&ﬂm

Subsee, () Is [rom act Mar, 19, 1920, ch. 104, § 7, 4l
Stac. 538,

Subsee. () ls from sof Mar 4, 1929, sk 535, §L 43
Stat. 1288,
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Crnoss Romuoicos

Coples of records relating to trade-marks as evi-
dence, see section 1744 of Title 28, Judiciary and Judl-
#iil Procedure.

Supplemental register, subsec. (b} Inapplicable to
(rade-marks on. see section 1094 of this title.

Fooul Roimd oF Civii PROCIDURE

Effect of rule 44 on this section. see note by Adviso-
ry Committes under rile 44. Title 28. Appendix. Judl-
cary and Judicial Procedure.

Proof of afficial record. see rule 44.

Sperion Roroames to v Oreem Seeriows

This section la referred Lo In section 1094 of this
Uile.

§ 1058, Duration of registration

im) Affidarit of continuing use

Each certificate of registration shall remain
in force for twenty years: Provided, That the
registration of any mark under the provisions
of this chapter shall be canceled by the Com-
missioner at the end of six years following its
date, unless sithin one year next preceding the
eapiration of such six years the registrant shall
{ile in the Patent and Trademark Office an af-
{idavit showing that said mark is still in use or
showing that its nonuse (s due to special cir.
cumstances which excuse such nonuse and (s
not due to any intention to abandon the mark.
Special notice of the requirement for such affl-
davit shall be attached to each certificate of
registration.

i) Registration published under other provisions of
law

Any registration published under the provi-
sions of subsection (e) of section 1082 of this
title shall be canceled by the Commissioner at
the end of six years after the date of such pub-
Ucation unless within one year next preceding
the sxpiration of such six years the registrant
shall file in the Patent and Trademark Offlce
an affidavit showing that said mark is still In
use or showing that its nonuse s due to special
c¢ircumstances which excuse such nonuse and |s
not due to any intention to abandon the mark.

ie} Notification of seceptance or refusal of affidarita

The Commissioner shall notify any registrant
who flles sither of the above-prescribed affida-
vits of his acceptance or refusal thersof and.
& refusal, the reasons therefor.

(July 5, 1948, ch. 540, title L §8, 50 Stat. 431;
Jan. 2, 1975, Pub. L. 53-584, § 1, 88 Stat. 1949.)

AMENTMINTI

1973=Subssc. (a). Pub. L. 93-388 substituted “Patent
ind Trademark Offlce” lor “Patent Offlce™.

Subsec. (b), Pub, L. 93-504 substituted “Patent and
Trademark Office” for “Patent Offlce™.

ErrtcTive Datr or 1975 AMoDwoureT

Amendment by Pub. L. 93-384 effective Jan. 1. 1973
see section 4 of Pub. L 93-384, sot out as o note under
section 1111 of this title.

Rermas awn Errecy ox ExisTing RICHTS

Repeal of inconsistent provisions, effect of this
thapter on pending procesdings and existing registra-
tlons and rights under prior acts, and saving clause,
S4e notes under section 1081 of this title
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Trawsrx or FowcTions

For transfer of functions of other officers. employ-
#ed, and agencies of the Department of Commerce,
with certaln exceptions, to the Secretary of Com-
merce, with power to delegate, see Reory. Plan No. 3
of 1980, §§ L. 2, eff. May 24. 1950, 18 P.R. 1174, &4 Stat.
1243, set out in the Appendix to Title 5, Government
Organization and Employees.

Prion Provisions
Act Feb. 30, 1905, ch. 592, § 12. 33 Stat. 737,

Srcrion Romaarn 10 tm OTaam Secrroms

This section is referred Lo In section 1113 of this
title.

§ 1058, Renewsl of registration

{a) Period of renewal; time for renewal

Each registration may be renewed for periods
of twenty years {rom the end of the expiring
period upon payment of the prescribed fee and
the filing of a verified application therefor. set-
ting forth those goods or services recited in the
registration on or In connection with which the
mark is still [n use in commerce and having at-
tached thereto, a specimen or facsimile showing
current use of the mark, or showing that any
nonuse Is due to special circumstances which
excuse such nonuse and It is not due to any in-
tention to abandon the mark Such application
may be made at any time within six months
before the expiration of the period for which
the registration was lssued or renewed, or It
may be made within three months after such
expirati~n on payment of the additional fee
herein prescribed.
ib) Notifleation of refusal of renewal

If the Commissioner refuses to renew the reg-
{stration, he shall notify the registrant of his
refusal and the reasons therefor.
te) Applicant for renewsl not domiciled in United

States

An applicant for renewal not domiciled in the
United Statas shall be subject to and comply
with the provisions of section 1081(d) of this
title.

(July 5, 1948, ch. 540, title I, §9, 80 Stat. 431;
Oct. 9, 1962, Pub. L. 87-772. § 5. 76 Stat. 770.)

tian 1031 of this ttle.

Romrwar Urpex Puion AcTs

Renewyl of registrations under prior acts, see section
48{b) of act July 5. 1948, set out ln note under section
1081 of thls title.
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§ 1060
Exromion or Toux rox Rovrwal it Foamiow
RESISTRANT

Act July 17, 1948, ch. 58T, 40 Stat, 588, provided for
extension of time for renewal by & foreign registrant
and axpirsd by {ts own cerms July 17, 1949,

Purox Provisions
Act Feb, 10, 1905, ch. 592, § 12, 33 Stat. T27.

§1060. Amignment of mark: sxecution; recording
purchaser without notice %

A registared mark or a mark for which appli-
cation to register has been flled shall be assign-
able with the goodwill of the business [n which
the mark is used, or with that part of the good-
will of the businsss connectead with the uss of
and symbolized by the mark and in any such
wssignment {t shall not be necessary to Include
the goodwill of the business connected with the
use of and symbolized by any other mark used
In the business or by the name or style under
which the business [z conducted. Assignments
shall be by [nstruments (n writing duly execut-
ed. Acknowledgment shall be prima Iacie evi-
denes of the esxecution of an assignment and
when recorded in the Patent and Trademark
Offlce the record shall be prima facis evidence
of execution. An assignment shall be vold =s
against any subsequent purchaser for a valu-
able consideration without notice, unless it Is
recorded (o the Patent and Trademark Office
within thres months after the data thereof or
prioer to such subsequent purchase. A separate
record of assignments submitted for recording
hersunder shall be maintained (n the Patant
and Trademark Office.

An assignee not domiciled n the TUnited
States shall be subject to and comply with the
provisions of section 1051(d) of this title.

{July 5, 1946, ch. 540, title I, § 10, 80 Stat. 431;

Oct. 9, 1962, Pub. L. 87-772, §8, T8 Stat. T0;

Jan. 2, 1973, Pub. L. 93-554, § L, 38 Stat. 1949.)
AMTNDMETT

197T5—Pub. L. 93-594 substituted “Patant and Trades-
mark Office” for “Patent Oifics” in three places.

Errzerive Date or 18TS Awowoaer

Amendment by Pub. L. 93-384 effective Jan. 2, 1973,
see section 4 of Pub. L. §3-394, sat out as & nots under
section 1111 of this title.

Rrrral o ErrrcT on Existivg RIowTs
Repeal of (nconsistent provisions, effect of this

tion 1081 of chis title.

TRamsrx or FUwcTIONS

Por tranafer of functions of other offlcers, employ-
ees, and agencies of the Department of Commercs,
with certain exceptions, to the Secrstary of Com-
merce, with power to delegate, see Reorg. Plan No. §
1950, § 1, 2, off. May 24, 1950, 15 F.R. 3174, 54 Stat,

-]
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1263, sec out (o the Appendix o Title 5, Governmes;
Organization and Employess. :

Prion Provistows
Act Peb. 20, 1904, ch. 391, § 10, 13 Stat. 727,

§1081. Execution of scknowledgmenta and rerifle. |
tions i

Acknowledgments and verifications requirsd |
undesr this chapter may be made befors wny -
person within the United States authorized ny
law to administer oaths, or, when made in a fgr.
eign country, before any diplomatic or consulsy
officer of the United States or before any otn).
gial suthorized to administer caths [n the for
eign country concerned whose authority shal]
be proved by a certificate of & diplomatie op
consular officer of the United States, and shaQ
be valld If they comply with the laws of the
state or country where made,

(July 5, 1948, ch. 540, title I, § 11, 80 Stat. 432)
R o Errecr on ExXrsroea Ricers

Repeal of lnconsistent provisions, effect of thia
chapter on pending procesdings and existing regivtra.
tions and rights under prior acts, see note under weo-
tion 1051 of this titls.

Priozx Provistons

Actz Peb. 10, 1908, ch. 503, § 1, 33 Stat TI4 Feb 1L,
1908, ch. 144, 13 Stat. 437. :

§ 1062 Publieation

{a) Examination and publication

Upon the [lling of an application for registra-
tion and payment of the fee provided In this
chapter, the Commissioner shall refer the ip-
plication to the examiner in charge of the regis-
tration of marks, who shall capse an examinss
tion to be made and, If on such examination it
shall appear that the applicant (s entitled to
registration, the Commissioner shall cause the
mark to be published (n the Official Gazatte of
the Patent snd Trademark Office: Provided,
That In the case of an applicant claiming con-
current use, or In the case of an application to
be placed [n an Interfersncs as provided for o
section 1046 of this title the mark, If otherwise
registrable, may be published subject to the d&-
termination of the rights of the parties to such
proceedings.

(b) Refusal of registration: amendment of spplics
tion; abandonment

If the applicant Is found not entitled to regis-
tration. the examiner shall advise the applicant
thereof and of the reasons therefor. The
cant shall have a period of six months n which
to reply or amend his application, which shail
then be reexamined. This procedure may be re
pested until (1) the examiner {inally refuses
registration of the mark or (2) the applicant
fails for a period of six months to reply or
amend or appeal. whersupon the application
shall be desemed to have been abandoned.
unless it can be shawn to the satisfaction of the
Commizsioner that the delay (n responding +as
ummdthlt. whersupon such time may be &X-
ten
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{¢) Republication of marks registered under prior
acts

A registrant of & mark registered undsr the
provisions of the Act of March 3, 1881, or the
Act of February 20, 1905, may, at any time
prior to the expiration of the registration
thereof, upon the payment of the prescribed
fee [ile with the Commissioner an affidavit set-
ting forth those goods stated [n the registration
on which said mark is In use in commerce and
that the registrant claims the benefits of this
chapter for sald mark. The Commissioner shall
publish notice thereof with a reproduction of
said mark in the Official Gazette, and notify
the registrant of such publication and of the re-
quirement for the affidavit of use or nonuse as
provided for in subsection (b) of section 1058 of
this title. Marks published under this subsee-
tion shall not be subject to the provisions of
section 1083 of this title,

(July 5, 1946, ch. 540, title I §12, 50 Stat. 433;
Oect. 9, 1962, Pub. L. 87-7T72, §7, T8 Stat. TT1L;
Jan. 2, 1975, Pub. L. §3-386, § 1, 88 Stat. 1548.)

Romrwers o Text

Acts Mar, 3, 1881 and Peb. 10, 1903, referred to In
subsec. (g), are acts Mar. 3, 1881, ch. 138, 21 Stat. 502
and Feb. 10, 1905, ch. 582, 13 Stat. T4, which were re-
pealed (nsofar a3 inconsistent with this chapter by act
July 5. 1948, ch. 540, § 46(a), 50 Stat. 444. Act Feb. 20,
1908, was classified to sections 81 to 100 of this title.

AMENTMENTS

1975—Subsee. (a). Pub. L. 93-568 substitutsd "Patent
wnd Trademark Office” for “Patent Offlce™,

1982—=Subsec. (a). Pub. L. §7-771 added the proviso
permitting publication of the mark ln the case of an
applicant claiming concurrent use, or an application to
be placed in an Interference, If such mark 3 otherwiss
registrable, subject to the determination of the rights
of the parties

Subsec. (c). Pub. L. 87-772 Insertad "Marks pub-
I:Erd under” preceding “this subsection shall not be

e,

Errzcrrve Date or 1978 Asowpacewr

Amendment by Pub, L. 93-506 effective Jan. 2, 1975,
see section 4 of Pub. L. 93-304, set out as a note under
section 1111 of this ttle.

Rrreat awp Errecr on ExisTiNg RIGHTS

Repeal of Inconsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acta, see notes under sec-
tion 1051 of this titls.

TRANSIIR OF FUNCTIONS

For transfer of functions of other officers, employ-
te1, and agencies of the Department of Commerce,
with certaln exceptions, to ths Secrstary of Com-
merce, with power to delegats, see Reorg. Plan No. §
of 1950, H 1. 2, eff. May 24, 1950, 15 P.R. 3174, 84 Stat.
1383, set out In the Appendix to Title 5. Government

n and Employess,

Prron Provisions

Acts Peb, 30, 1905, ch. 592, § 4, 33 Stat. 726; Mar. 2,
1907, ch. 2573, § 2. 34 Stat. 1282,

Cross Rormamwcrs

uﬁ!ﬂnﬂlﬂtﬂm of repistration. see section 1084 of this
LN

Supplemental register, subsec. (a) inapplicable to
trade-mariks on. sse section 1094 of this title.
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Szecriom Royourrn 1o IN OTHIR SIcTioNs

This section ls referred to in sections 1058, 1083,
:LQH. 1045, 1091, 1094, 1113, 1115 of this title.

§ 1063. Opposition o registration

Any person who belleves that he would be
the principal register may, upon payment of
the required fee, file a verifled opposition in
the Patent and Trademark Office, stating the
grounds therefor, within thirty days after the
publication under subsection (a) of section 1062
of this title of the mark sought t0 be registered.
Upon written request prior to the expiration of
the thirty-day period. the time for flling opposi-
tien shall be extended for an additional thirty
days, and further extensions of time for filiing
opposition may be granted by the Commission-
er for good causs. The Commissionsr shall
notify the applicant of each extension of the
time for fling opposition. An unverified opposi-
tion may be [{led by a duly authorized attorney,
but such opposition shall be null and void
unless verified by the opposer within a reason-
able time after such filing to be fixed by the
Commissioner. An opposition may be amended
under such conditions as may be prescribed by
the Commissioner.

(July 5, 1946, ch. 540, title L, § 13, 60 Stat. 433;
Oct. 9, 1962, Pub. L. 87-772, §8, 76 Stat. T71:
Jan. 2, 1975, Pub. L. 93-596, § 1, 88 Stat. 1949;
Jan. 2, 1975, Pub. L. 93-600, § 1, 88 Stat. 1955.)

‘ AMTNDMENTS

1975—Pub. L. §3-300 substituted provisions relating
to extensions of time for flling oppesition upon writ-
ten request prior to the sxpirstion of the thirty-day
period for an additional thirty days, and further ex-
tensions for good cause, for provisions relating to ex-
tensions of the time for [{lling opposition for good
cause shown.

Pub. L. 93-588 substituted “Patent and Trademark
Offlcs™ for “Patent Offlce™,

1862—Pub, L. 87-T71 (nserted “An opposition may be
amended under such conditions w3 may be prescribed
by the Commissioner’’., and eliminated "notice of™
which followed “flle & verified” and "time for {flling"”.

ErrecTIve Date or 1975 AsowoamewTs

Section 4 of Pub. L. 93-500 provided that: “This Aet
(amending this section and sections 1071 and 1117 of
this title] shall become effective upon enactment [Jan.
2, 1975), but shall not wifect any suit, proceeding, or
appeal then pending.”

Amendment by Pub. L. 93-5048 effective Jan. 21, 1075,
se¢ section 4 of Pub. L. 93-554, set out as & note under
section 1111 of this title.

Rereal wrp ErrecT on ExisTiNg RIGATS

Repeal of Inconsistent provisions, effect of this
chapter on pending proceedings and existing registrs-
tions and rights under prior acts, see notes under sec-
tion 1051 of chis title.

Travsrex or Foncrions

For tranafer of [unctions of other officers, emplay-
ees, and agencles of the Department of Commercs,
with certain exceptions, to the Secrstary of Com-
merce, with power (o delegate, see Reorg. Plan No. 3
of 1950, §§ 1. 2, eff. May 24, 1850, 15 F.R. 1174, 84 Stat.
1283, set out In the Appendix to Title & Government
Organization and Employees.
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§ 1084

Pnica Provisiows =

Acts Peb. 20, 1908, ch. 592, }§ 4, 7, 33 Stat 724 Mar,
2, 1907, ch. 2573, § 1, 34 Stac, 1232,

Cross Rormmorces

Supplemental register, secticn napplicable to trade-
marks on see section 1094 of this title.

Spcrior Rooaern to ov Oraex SroTiows

This section s referted to in section 1084 of this
Hile.

§ 1064. Canceilation of registration

A verified petition to cancel a registration of
a mark stating the grounds relled upon. .
upon payment of the prescribed fee, be flled by
any person who belleves that he is or will be
damaged by the registration of a mark on the
principal register established by tar,
or under the Act of March 3, 1381, or the Act of
February 20, 1905—

(a) within flve years from the date of
registration of the mark under this chapter;

ar

(b) within filve years {rom the date of publl-
cation under section 1082{c) of this title of 2
mark registsred under the Act of March 3.
1881, or the Act of Pebruary 20, 1905; ar

{e) at any time if the registered mark be-
comes the common descriptive name of an ar-
ticle or substance, or has been abandoned, or
its registration was obtained fraudulently or
contrary to the provisions of section 1054 of
this title or of subsections (a), (b), or (c) of
section 1052 of this title for a
hersunder, or contrary to similar prohibitory
provisions of said prior Acts for a registration
thereunder, or If the registered mark (s being
used by, or with the permission of, the regis-
trant so as to misrepresent the source of the
goods or services in connection with which
the mark is used: or

(d) at any time if the mark s registered
under the Act of March 3, 1881, or the Act of
February 20, 1908, and has not been pub-
lished under the provisions of subsection (g)
of section 1062 of this title: or

{e} at any time [n the case of a certification
mark on the ground that the registrant (1)
does not control, or is not able legitimately to
exercise control over, the use of such marik, or
(2) engages in the production ar marketing of
any goods or services to which the certifica-
tion mark |z applied, or (1) permits the use of
the certification mark for purposes other
than to certify, or (4) discriminately refuses
to cartify or to continue to cartify the goods
or services of any person who maintains the
standards or conditions which such mark cer-
tiffex

Provided, That the Federal Trade Commission
may apply to cancel on the grounds specified n
subssctions (¢) and (e) of this section any mark
registered on the principal register established
by this chapter, and the prescribed [(ee shall
oot be required. -

(July 5, 1948, ch. 540, title T, § 14. 60 Stat 433;
OCect. 9, 1942, Puhb, L. 87-772, § 9, 78 Stat. T71.)

Romxowers v TexT

Acts Mar, 3, 1881 and Feb, 20, 1903, referred ta In
opening par. and para (B) and (d), are acty Mar. 1,

£
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1881, ch. 138, 21 Stat. 502 and Peb. 20, 1908, ch. 392, 33
Stat. 724, which were repealed lnsofar aa

with this chapter by sct July 3, 1948, ch, 540, § 48cu),
80 Stat 444. Act Feb. 20, 1908, waa classified o see.
tiona 81 to 109 of this title.

ANTNDWINTS

1942—=Pub. L. §7-T71 [nserted provizions which re.
quire 4 verifisd petition to caneel a registration. rede.
signated former par. (d) as (e), added par, (d) which iy
composed of provisions lormerly part of par, (e), and
{n said par. (), substituted “registrant” !W"w_
and sliminated “on which the patent has expired” pre.
ceding “or has besn abandoned”, and "has besn s
gigned and” preceding “is belng used by™,
Rerrar arp Errecr on Existing Ricess

Repeal of (nconsistent provisions, effect of thiy
chapter on pending procesdings and existing registra.

tons and rights under prior acts, see notes under see.
tion 1051 of this title.

Trawsrx or Puwcrioms

For tranafer of the functions of the Federal Trade
Commisgion, with csrtain exceptions. to the chalrman
of such commision, see Reory. Plan No. 8 of 1850, L
eff. May 24, 1950, 15 F.R. 3175, 84 Stat 1284, set out
under ssction 41 of this titls,

Prron Provisions
Act Peb. 20, 1208, ch. 597, § 13. 33 Stat. TI8.
Caoss Roroapiess

Interference wnd opposition procesdings. see section
1047 of this citle

Supplemental register, section lnapplicabls to Tade-
marks on, see section 1094 of this title.

Seerron Rofoaarn 1o [ Oraxm SpcTIions

This section is referred (o in sections 1085, 1094 of
this title.

5 1085. Incontestahility of right to use mark under
certain conditiona

Except on a ground for which application to
cancel may be flled at any time under subsec-
tions (¢) and (e) of section 1084 of this title, and
except to the extent, If any, to which the use of
a mark registered on the principal register [D-
fringes a valid right acquired under the law of
any State or Territory by use of o mark or
trade name continuing from & date prior to the
date of the publication under this chapter of
such registersd mark, the right of the regis-
trant to use such registared mark in commerce
for the goods or services on or (n connection
with which such registersed mark has been:ino
continuous use for flve consecutive years subse-
quent to the date of such registration and I3
still In use in commerce, shall be [ncontestable:
Provided, That—

(1) there has been no {Inal decision adverse
to registrant's claim of ownership of such
mark for such goods or services, or o
registrant’s right to register the same or o
keep the same on the register; and

{2) there is no procesding [nvolving said
rights pending in the Patsnt and Trademark
Office or In a court and not {inally disposed
of: and

{3) an affidavit is flled with the Commis-
sioner within one year after the expiration of
any such f{ive-year period setting forth those
goods or services stated {n the registration oo
or \n connection with which such mark has
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been in continuous use for such f{lve consecu-
tive years and is stfll In use (n commerce, and
other matters specified (n subsections (1) and
(2) of this section; and

(4) no incontestable right shall be acquired
{n & mark which i{s the common descriptive
name of any article or substance, patented or
atherwise.

Subject to the conditions above specified (n
this section, the incontestable right with refer.
ence to & mark registered under this chapter
shall apply to a mark registered under the Act
of March 3, 1881, or the Act of February 20,
1505, upon the filing of the required affidavit
with the Commissioner within one year after
the expiration of any period of five consecutive
years after the date of publication of a mark
under the provisicns of subsection (¢} of section
1062 of this title.

The Commissioner shall notify any registrant
who flles the above-prescribed affidavit of the
filing thereof.

(July 5, 1948, ch. 540, title I, §15, 60 Stat. 433;
Oct. 9, 1962, Pub. L. 87-772, §10. 76 Stat. TT1;
Jan. 2, 1975, Pub. L. 93-556, § 1, 88 Stat. 1949.)

Romowers 1 TexT

Acts Mar. 3, 1881 and Feb. 20, 1905, referred to In
text, are acts Mar. 3, 1881, ch. 138, 21 Stat 502 and
Feb. 20, 1505, ch. 592, 13 Stat 724, which were re-
pealed insofar as inconsistent with this chapter by act
July 5. 19486, ch. 540, § 46(a), 60 Stat. 444. Act Feb. 20,
1905, was classifisd to sections 81 to 109 af this title.

AMTNTMNENTS

1875=Par. (2). Pub. L. 93-588 substituted "Patent
and Trademark Office” for "Patent Offlce".

1961=Pub. L. §7-T72 substituted “ic) and (e} of sec-
tiom 1084 for “(c) and (d) of section 1084™ Lo the text
prececing par. (1), and eliminated “or trade name" fol-
lowing “in a mark™ in par. (4).

Errcrive Darx or 1975 Asovoumees

Amendment by Pub. L. 83-588 sffective Jan. 2, 1975,
see section 4 of Pub. L. 93-506, set out as & note under
section 1111 of chis title.

Rerzue axp Errrcr on Existivg RicwTs

Reperl of Inconsistent provisions, effect of this

chapier on pending proceedings and existing registra-
tons and rights under prior acts, s&e notas undar see-
tlon 1051 of this title,

Traxsrm or Poncrions
Par transfer of funciions of other officers, employ-

merce, with power to delegate, see Reorg. Plan No, §
of 1950, §§ 1. 1 eff. May 14, 1850, 15 F.R. 3174, 64 Stat.
1253, sat out in the Appendiy ta Title 5, Government
Crganization and Employees.

Cross Roroarwers

Registration of marks used exclusively and continu-
ously for five years preceding spplication, see section
1052 of this title.

Supplemental register, section lnapplicabie to trade-
maris on, see section 1094 of this title.

Secrror Roouun 1o v Oreen SzotioNs

This section is referTed 0 o sections 1094, 1115 of
Lhis title.
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§ 1066, Interference; declaration by Commissioner

Whenever application (s made for the regis-
tration of a mark which s0 resembles o mark
previously registered by another, or for the reg-
Istration of which another has previously made
application, as to be likely when applled to the
goods or when used In connection with the ser-
vices of the applicant to cause confusion or mis-
take or to deceive, the Commissionar may de-
clare that an Interference exists. No [nterfer-
ence shall be declared between an applicition
and the registration of a mark the right to the
use of which has become incontestabls,

(July 5, 1948, ch. 540, title I, § 16, 60 Stat. 434;
Oct. 9, 1962, Pub. L. 87-772, §11. 78 Stat. 771.)

AMTHDMINTS

1962—Pub. L. 87-772 deleted “purchasers” which fol-
lowed “or o deceive”,
Reoruu avo Errecr ow ExisTiwe RicETa
Repeal of Inconsistent provisions, effect of this
chapter on pending proceedings and existing registra-

tions and rights under prior acts, see notes under sec-
tion 1051 of this title.

TaaNsrI= or FUNcTiONS

For tranafer of functions of other officers, employ-
ees, and agencies of the Department of Commerce,
with certaln exceptions, to the Secretary of Com-
merce, with power (o delegate, see Reorg. Plan No, §
af 1950, §) 1. 1, ¢ff. May 24, 1930, 13 P.R. 1174, 84 Stat.
1263, set out In the Appendix to Title 5, Government
Organization and Employees.

Pron PRoviSIONS
Act Feb. 20, 1905, ch. 592, § T, 33 Stat. 724,

Caoss Roouorcrs

Cancellation of registration, see section 1084 of this
title.

Supplamental register, section lnapplicable to trade.
marks on, see section 1094 of this title,

Srcrion ROoyoun 10 v OTHER SECTIONS

This section is referred Lo In sections 1082, 1094 of
this title.

§ 1067, Interference, opposition, and procesdinp for
concurrent use registration or for cancellation;
notice; Trademark Trial and Appeal Board

In every case of interference, opposition to
registration, application to register as a lawful
concurrent user, or application to cancel the
registration of a mark, the Commissioner shall
give notice to all parties and shall direct a
Trademark Trial and Appeal Board to deter.
mine and decide the respective rights of regis-
tration.

The Trademark Trial and Appeal Board shall
Include the Commissioner, the Assistant Com-
missioners, and such Patent and Trademark
Office employees, designated by the Commis-
sloner and whose qualifications have beesn ap-
proved by the Cilvil Service Commission as
being adequate for appointment to the position
of sxaminer in charge of interfersnces. Each
case shall be heard by at least three membera
of the Board, the members hearing such case to
be designated by the Commissioner.

(July 3, 1948, ch. 540, title I, §17, 60 Stat. 434

Aug. 8, 1958, Pub. L. 85-509, § 1(a), T2 Stat. 540;
Jarn. 2. 1975, Pub. L. 93-598 &1 B8 Stat. 1949.)
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AMENDMENTS

19758=Pub, L. 33-598 substituted “Palant and Trade-
mark Offlze"” for “Patent Offics”.

1958—Pub, L. 33-809 substitutsd “a Trademark Trial
and Appeal Board” for “ths examiner in charge of n-
tarferences™ (o first paragraph. aod wdded second
parsgriph relating to the composition of the Board.

Errocrove Date or 1975 Ascorpacers

Amendment by Pub. L. 93-588 effective Jan. 1, 1973,
sad section 4 of Pub. Lo 33-594, set out aa & note undar
section 1111 of this title. !

Rmm!:'vmu:mmm

of 1950, §§ L. L. off. May 24, 1950, 13 P.R. 3174, 64 Stat.
1283, set out in the Appendix to Titla §, Government
Orqanization and Employess,

Rromcastzaston Praw No. 3 or 1950

Section 1 of Pub. L. 83-409 provided that: “The pro-
vislons of this Act (umending this section and sections
1070, 1071, 1092 and 1113 of this title] shall be subject
to Reorpanization Plan No. § of 1550 (84 Stat. 124207

Puior Provisiows
Act Peb. 20, 1904, ch. 392, § T, 33 Stat. 738,
Caoss Rormaswers

Supplemental register, section Inapplicable to trade-
marks on. see section 10894 of this title.
Secryow Roomcs 10 of Ot Secrrom

‘This section I3 referred to in section 1084 of this

§ 1068, Action of Commissioner in Interference, appo-

and proeeedings for concurrent use regis-
tration or for cancellation

;

TITLE 15—COMMERCE AND TRADE

 Page 1298

tions and limitations provided for in subsection
(d) of section 1052 of this title.

(July §, 1948, ch. 540, title L, § 18, 60 Stat. 435.)
Rerreal o Errecr on Existve Hicurs

of
chapter on pending procesdings and sxisting regisin-
tions and rights under prior icts, see notes under see.
tion 1051 of this title.

Touisrmy ar FoxcTiows

For tranafer of functions of other officers, smplay.
ces, and agencies of the Department

. Pazox PRoviiioms
Act Feb. 20, 1508, ch. 582, H T, 13, 23 Stac. T24, T2
Caozs Rormurwess

Supplemental register, section napplicable to trade-
marks on, see section 1084 of this title,

Srerton Royooars to v Orem Sroriows

This section I3 referred to In section 1084 of this
title,

§1049. Appllcation of equitable principles in Inter
partes proceedings

In all inter partes proceedings squitable prin-
ciples of laches, estoppel, and acquiescence,
where applicable may be considered and ap-
plied. The provisions of this section shall also
govern proceedings herstofore begun In the
Patent and Trademark Office and not finslly
determined.

(July 3, 1948, ch. 540, title I, § 19, 80 Stat. 434
Jan. 2, 1975, Pub. L. 93-596, § 1, 838 Stat. 1948.)

AMEDMENTE

19T8—Pub. L. 93-596 substituted “Patent and Trade-
mark Office” for “Patent Offlce®.

Errzcrrve Datz or L9718 Asoowmowest

Amendment by Pub. L. 93-594 effective Jan 2, 1975,
sow section 4 of Pub. L. 33-588, set out ss & nots under
section 1111 of this title,

Rrrril uvp ErrecT ow Extstove Ricers

Repeal of inconsistent provisions, effect of this

chapter on pending proceedings and existing registra-
tions and rights under prior acts, jee notes under sec-
ton 1081 of this title.

Traxwsrex or Powcrions

For tranafer of functiona of other officers, smploy-
ees, and agencles of the Department of Commerce,
with certain excsptions, to the Secretary of Com-
merce, with power to dslegats, see Reorg. Plan No. 3
of 1950, §§ 1, L eff, May 24, 1950, 15 P.R. J174, 04 Stat
1243, =t out [n the Appendix to Title 5, Government
Oryunization and Employess.

§1070. A ls ta Trademark Trial and Appeal Board
from ons of examiners

An appeal may be taken to the Trademark
Trial and Appeal Board {rom any final decision
of the axaminer in charge of the registration of
marks upon the payment of the prescribed fee.

(July 8, 1948, ch. 540, title L § 20, 50 Stat 435
Aug. 8, 1958, Pub, L. 85-509, § 1(b), 72 Stat. 540.)
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AMENDMENTS

1558—Pub. L. 85-809 substituted “Trademark Trial
aod Board” for “Commissioner [n person™ and
fee” for "fees”, and by striking out “of Interferences
o~ which followed “examiner (n charge”.

Errecerve DATE OF 1958 AMENDMENT, AFPLICARILITY

For sifective date of umendment by Pub. L. 85-609,
and it spplicability, see section 3 of Pub. L. B5-809, set
sut 48 & note under section 1087 of this title.

Rereasl awp Errecr ox ExisTine RioHTs

Repeal of (nconsistent provisions, effect of this
ehapter on pending proceedings and existing registra-
tions and rights under prior acts, see notss under sec-
tion 1051 of this title.

Transrmn or FUncTIoNs

Por transfer of functions of other officers, employ-
eex, and agencies of the Department of Commerce,
with certain sxceptions, to the Secrstary of Com-
merce, with power to delegate, ses Reorg. Plan No. 5
af 1950, 8§ 1, 2, eff. May 24, 1950, 15 F.R. 1174, 84 Stat.
1263, set out In the Appendix to Title 5. Government
Organization and Employess,

Rromganrzation Praw No. 5 or 1930
Amendment of section by Pub. L. 83-509 as subject

to Reorganization Plan No. § of 1950, see note set out
under section 1067 of this title.

Prior PROVISIONS
Act Feb. 20. 1805, ch. 5582, §§ 8, 13, 33 Stat. 724, T28.

§ 1071, Appeal to courta

{n) Persons entitled to appeal; Court of Customs and
Patent Appeals; waiver of civil action; election of
civil action by adverse party; procedure

(1) An applicant for registration of a mark,
party to an interference proceeding, party to an
opposition proceeding, party to an application
to register as a lawiul concurrent user, party to

& cancellation proceeding, a registrant who has

filed an affidavit as provided In section 1058 of

this title. or an applleant for reneswal, who i3
dissatisfled with the decision of the Commis-
sioner or Trademark Trial and Appeal Board,
may appeal to the United States Court of Cus-
toms and Patent Appeals thereby waiving his
right to proceed under subsection (b) of this
section: Provided That such appeal shall be
dismissed if any adverse party to the proceed-
Ing. other than the Commissioner, shall, within
twenty days after the appellant has f{led notice
of appeal according to subsection {a)2) of this
section, {lles notice with the Commissioner that
he elects to have all further proceedings con-
ductzd as provided in subsection (b) of this sec-
tlon. Thereupon the appellant shall have thirty
days thereafter within which to file a civil
artion under sald subsection (b) of this section,

In default of which the decision appealed from

shal! govern the further proceedings in the

2Bar,

(2) Suck an appeal to the United States Court

of Customs and Patent Appeals shall be taken

by flling a notice of appesl with th: Commis-
sioner. within sixty days after the date of the
decision aopealed from or such longer time
after sald date as the Commissioner appoints.

The notice of such appeal shall specify the

party or parties taking the appeal, shall desig-

nate the decision or part thereof appealed

TITLE 15—COMMERCE AND TRADE
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from, and shall state that the appeal is taken to
said court.

(3) The court shall, before hearing such
appeal, give notice of the time and place of the
hearing to the Commissioner and the parties
thereto. The Commissioner shall transmit to
the court certified copies of all the necessary
original papers and evidence in the case speci-
fied by the appellant and any additional papers
and evidence specified by the appellee, and [n
an ex parte case the Commissioner shall fur-
nish the court with a brief explaining the
grounds of the decislon of the Patent and
Trademark Office, touching all the points in-
volved in the appeal.

(4) The court shall decide such appeal on the
evidence produced before the Patent and
Trademark Office. The court shall return to
the Commissioner a certificate of its proceed-
ings and decision, which shall be entered of
record in the Patent and Trademark Office and
govern further proceedings in the case.

{b) Clvil action; persons entitled to; jurisdiction of
court; status of Commissioner; procedure

(1) Whenaver a person authorized by subsee-
tion (a) of this section to appeal to the United
States Court of Customs and Patent Appeals Is
dissatisfied with the decision of the Commis-
sioner or Trademark Trial and Appeal Board,
said person may, unless appeal has been taken
to sald Court of Customs and Patent Appeals,
have remedy by a civil action if commenced
within such time after such decision, not less
than sixty days, as the Commissioner appoints
or as provided in subsection (a) of this section.
The court may adjudge that an applicant is en-
titled to a registration upon the application In-
volved, that a registration involved should be
caneeled, or such other matter as the issues in
the proceeding require, as the facts in the case
may appear. Such adjudication shall authorize
the Commissioner to take any necessary action,
upon compliance with the requirements of law.

{2) The Commissioner shall not be made a
party to an lnter partes proceeding under this
subsection. but he shall be notified of the {lling
of the complaint by the clerk of the court In
which it is filed and shall have the right to In-
tervene in the action.

{3) In all cases where there {3 no adverse
party, a copy of the complaint shall be served
on the Commissioner; and all the expenses of
the proceedings shall be paid by the party
bringing them, whether the final decision is in
his faver or not. In suits brought hereunder,
the record (n the Patent and Trademark Offlce
shall be admitted on motion of any party, upon
such terms and conditions as to costs, expenses,
and the further cross-examination of the wit-
nesses as the court imposes, without prejudice
to the right of any party to take further testi-
mony. The testimony and exhibits of the record
in the Patent and Trademark Office, when ad-
mitted, shall have the same effect as if original-
1y taken and produced in the suit.

{4) Where there is an adverse party, such suit
may be [nstituted against the party in interest
as showm by the records of the Patant and
Trademark Office at the time of the decision
complained of, but any party (n Interest may
become a party to the action. If there be ad-
verse parties residing in & plurality of disctricts
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not embraced within the same State, or an ad-
verse party residing Iln a foreign country, the
United States District Court for the District of
Columbia shall have jurisdiction and may lssue

directs.

(July S, 1948, ch. 540, title I, § 21, 50 Stat. 435;
July 19, 1952, ch. 950, §2, 68 Stac 814 Aug. 8,
1988, Pub. L. 83-509, § 1{c), 72 Stat. 540; Oct. 9,
1962, Pub. L. 87-772, § 12. 78 Stat. TT1; Jan. 2,
1978, Pub. L. 93-506, § 1, 238 Stal. 1948; Jan 2,
1978, Pub. L. 93-500, § 2, 88 Stat, 1934.)

eypiaining the grounds of the decizion of the Office.
S0, L. 93-586 substituted “Patent snd Trademark

Svbsec. (aM4), Pub, L. 93-800 substituted “decide™
far “hear and determine™ and struck out “TUpon {t3 de-
tarmination.” precading “the court shall return™ and
. provision requiring the decision to be confined to the
painty sat [orth i3 the reasons of appeal

Pub. 93-508 substituted “Patant and Trademark
Qffics” (or “Patent Office™ in two places.

Subses. (BNIL Pub. L. 93-584 substituted “Patent
and Trademark Cffice” for “Patant Offlcs™ ln two

onzly been (neorporated by refarence anly.
1988=Pub. L. 83-509 authorized appeals by persona
dissatisfled with the of the Trademark Trial
and Appeal Board, and “Trademark Trial
and Appeal Eoard™ for “Com ln the proviso.
1983—Act July 19, 15392 substituted references to
mmu:nrmnin_n_cunnu'nu-n'

Ervecrrve Daty or 1§73 Aseroserrs

Amendment by Pyb. L 93500 effective on Jan 1,
1978, B0t oot affectng any sulf. Sroceeding. or spreal

then see 38 4 of Pub. L 93-500, st out
..w. 4 mum:tw ..r 2. 1973,

ﬂql. L' ve Jan.
ﬂlﬂ‘i 4'2f Pub. L rlu:w:ulinum
santinn 1141 of this title.

ErvrcTive DATE oF 15958 AMTwnMeNT: APPLICASILITY
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Page 1353
Pub, L. 85-809, set out 1s & note under section 1047 o
this title.

REor wo Errecr on Existive Riowes

Repeal of lnconsistent provislona, effect of thig
chapter og pending procesdings and existing requnqy
tons and rights under prior ACil, 3o¢ DOLES under e,
tion 1041 of this title

Thuansrmx or FowcTioNm

For tranafer of functions of other officers, smpiay.
ees, and agencies of the Department of Commercs,
with certaln exceptions. to the Secretary of Com.
merce, with power to delegats, see Raorg. Plan N, 3
of 1950, 1) 1, 2, eff. May 24, 1950, H!.H.:II.'H.HM
1263, set out |n the Appendix to Title i Covernmess
Orgunization and Employess.

ReomgastzaTiON Praxm No. 3 or 1980

Amendment of sectioa by Pub. Lo 85-809 a3 wubject
to Reorganization Plan No. 5 of 1930, see Dote st omt
under section 1087 of this title.

Pazon Provisioms

Acts Feb, 20, 1908, ch. 592, 9, 12 13 Stat 717, Tom
Mar, 2, 1929, ch. 488, § 2B, 43 Stat. 14TL

Cnoss Rormaowers

Motice of appeal to be fiven to the Commluioner of
Patents, see section 1116 of this title.

Sirrion Rooars o v Oreex SecTioNs
This section s Feferred to in title 28 section 1542

§ 107 Registration as constructive notles of clalm of
awnership

Registration of a mark on the principal regls
ter provided by this chapter or under the Act of
Maseh 3, 1881, or the Act of February 20, 1905,

tion 1081 of this ttls
Caoss Romauoiens

Duty of reristrant to pive sctual notiee of registrs-
tion, e section 1111 of this citle.

Secmiow Roomar 1o o O SecTioNs

This secticn s referved o In section 1094 of thi
title.

SUBCHAPTER IO-THE SUPPLEMENTAL
REGISTER

Caoss Rorowuowers

B il o it
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1091, Marks registrable on supplemental register;
plication and proceedi for registration;
n“mﬂmt:miu-:f:r:dnm

In addition to the principal register, the Com-

Act of March 19, 1920, entitled "An Act to
effect to certain provisions of the conven-
for the protection of trade-marks and com-
made and signed in the city of
Argentine Repubille,
d for other purposes”, to be
supplemental register. All marks ca-
distinguishing applicant’s goods or ser-
not registrable on the principal regls-
ed in this chapter, except those de-
be unregistrable under subsections (a),
), (¢}, and (d) of section 1052 of this title,
have been In lawful use In commerce by
prietor thereof, upon or in connection
any goods or services for the year preced-
the filing of the application may be regis-
on the supplemental register upon the
t of the prescribed fee and compliance
with the provisions of section 1051 of this title

431k
Hity

FEE
1ﬁﬂr

i

the
tion on the supplemental register and payment
of the fee herein provided the Commissioner

examination it shall appear that the applicant
is entitled to registration, the registration shall
be granted. If the applicant s found not enti-
tled to registration the provisions of subsection
(b) of section 1062 of this title shall apply.

For the purposes of registration on the sup-
plemental register, 4 mark may consist of any
trademark, symbol, label, package, conflgura-
Hon of goods, name, word, slogan, phrase, sur-
name, geographical name, numeral, or device or
any combination of any of the forsgoing, but
such mark must be capable of distinguishing
the applicant's goods or services.

Upon a proper showing by the applicant that
he requires domestic registration as a basis for
foreign protection of his mark. the Commis-
sioner may waive the requirement of a full
ml use and may grant registration forth-

(July 5, 1948, ch. 540, title II, § 23, 60 Stat. 435;
Oct. 9, 1962, Pub. L. 87-772. § 13, 78 Stat. 773.)

Reorexxwers v Text =

Paragraph (b} of section | of the Act of March 18,
1920, referred to ln text, ls paragraph (b) of section 1
of act Mar. 19, 1920, ch. 104, 41 Stat. 533, which was
classified to section 121(h) of this title, and repealed
by sct July 5. 1946, ch. 540, § 48(a), 60 Stat 444, Lnso-
far a3 Inconsistent.

AMTNDMINTS

1962<Pub. L. 87-T72 deleted “has begun the lawful
use of his mark In foreign commeree and that he™ pre-
ceding “requires domestic registration™ {rom the last

|

Roreat wrd Ervect on Exrsrive RicwTs

Repeal of Inconsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acis, see notes under sec-
tion 1051 of this title.
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Traxsrmn ar FoucTions

For transfer of functions of other offlcers, employ-
eed, and agencies of the Department of Commerce,
with certaln exceptions, to the Secretary of Com-
merce, with power to delegats, see Reorg. Plan No. §
of 1950, §§ 1, 2, eff. May 24, 1950, 15 P.R. J174. 84 Stat
1263, set out ln the Appendix to Title 8, Government
Organization and Employeea.

Puon Provisions

Acta Mar. 19, 1520, ch. 104 J L. 41 Stat 533 Apr. 1L
1930, ch. 132, §4. 48 Stat 155; June 10, 1534, ch 332,
§ 2. 32 Stat. 43248,

s
¢
E
:
E
i

payment of the prescribed fee and the
3 verifled petition stating the ground
apply to the Commissioner to cancel such
tration. The Commissioner shall ref
plication to the Trademark Trial and
Board which shall give notlce thereof
registrant. If it (s found after a hearing
the Board that the registrant was not en
to register the mark at the time of his applica-
tion for registration thereof, or that the
is not used by the registrant or has been
doned, the registration shall be canceled by
Commissioner.

i

e88
835

:

g

(July 5, 1946, ch. 540, title I, § 24, 60
Aug. 8, 1958, Pub. L. 85-809, § L(d), T2
Oet. 9, 1962, Pub. L. 87-772, §14, 78
Jan. 2, 1975, Pub. L. 93-596, § 1, 88 Stat. 1949.)

1978—Pub, L. 93-586 substituted “Patant and Trads-
mark Office” for “Patent Office”,

1982=Pub. L. 87-T72 provided for payment of the
prescribed fee and the flling of & verifled petition.

1958—Pub. L. 85-509 substituted provizions requiring
the Commissioner to refer applications to the Trade-
mark Trial and Appeal Board for provisions which re-
Quired referral to the examiner in charge of Interfer
ences.

Errzerove Datz or LT3 Ascovoaooer

Amendment by Pub, L. 93-5§4 effective Jan. 2, 1873,
see section 4 of Pub. L. 93-594, set out u & note under
section 1111 of this title.

Errzcrive DaTE or 1958 AMENDMINT, APFLICASILITT

For effective date of amendment by Pub. L. 85-509,
and (ts applicabllity, see section 3 of Pub. L. B5-500, sst
out as & note under section 1087 of this title.

Rrrear awn Errrcr on Exrstiwe Riowrs

Repeal providona,
chapter on pending Sroceeding and existing reglstrs-
tions and rights under prior acts, see notes under sec-
tion 1031 of this title.

Transrex or Powcrions

For transfer of functions of other oiflcers, employ-
ees, and agencies of the Department of Commerce,
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with certaln exceptions, to the Secretary of Com-
mares, with power to delegale, see Reory. Plan No, §
of 1980, # 1, 2, eff. May 24, 1980, 18 P.R. JIT4, 84 Stat.
1283, ast out ln the Appendix to Titls §, Jovernment
Orpanization and Employess.

Rrongaxtzarion Praw No. § or 1980

Amsndment of section by Pub. L 85509 m subject
to Reorganization Plan No. § of 1980, see nots sat out
under section 1087 of this uile

Puca Provizioss
Act Mur, 19, 1920, ey 104, § 1 41 Stac. 334
1093, Registration certiflcaies for marks on prinei-
' pal and suppiemental reglsters to be different

The certificates of registration for marks reg-
istered on the supplemental register shall be
conapicuocusly different from certificates lssued
for marks registered on the principal register.

(July 5, 1948, ch. 540, title IT, § 25, 60 Stat 434.)

tiom 1051 of this title

1094, Provisions of chapter applicable to registra-
' ﬂnunwnhumﬂnﬂ:h:r

The provisions of this chapter shall govern s0

plemental register shall oot be subject to or re-
cpive the advantages of sections 1052(e),
108201, 1057(h), 1082(a), 1083 to 1068, Inclusive,
1072, 1115 and 1134 of this title.

(July 5, 1944, ch. 540, title IT, § 26, 80 Stat. 434.)

tona and rights under prior acts. ses Doles Under see.
ton 1031 of this utle

Puroa Provizioms
Act Mar. 19, 1920, ch. 104, § & 41 Stat 538

(July 5, 1548, ch. 540, title I1. § 27, 80 Stat. 434.)
Rormaowers o TExT
Act of March 19, 1920, referred to (o text, i3 act Mar,
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{1096, Registration on wpplemental register not useq

Registration on the supplemental regiscer
mﬁmmumﬂ::‘i. li'a‘ﬁ..thl.umlz
{ed in the Departmen the Treasury or
used to stop Importations, be

(July 8, 1944, ch. 540, title IT | 24, 80 Stat, 439
Rrroapsces of TEXY

Act of Muareh 18, 19230, referred Lo in text, s net Mae
19, 1930, ci. 104, H | to 0, 41 Stat. 533, which Rad bee
classified to sectiona 121 to 128 of this
and which had been repealed [nsofar aa
with by acs July 3, 1948, ch. 340, §48ib),
am

Notwithstanding the provisions of section
1072 of this title, a registrant of a mark regls
tered in the Patent and Trademark Office, may

1848.)

Errecrrvr Dats or 1973 AwmwowesT

Section 4 of Pub. L. 91-594 provided that ~This Act
(amending this section and sections 1081, 1082, 1087,
1088, 1080, 10831, 1083. 1045, 1087, lo#8, 1071, lOWL
1112 1113, 1118 to 1120, 1123, and 1127 of this titla,
and sectiona 2%0 4. S to 8, 10, 11, 21 to 26, 31 to 33, 4L
104, 119, 121, 122, 135, 142 w0 144, 146, 152, 153,353 t0
2585, 201, 384, and 293 enact-
Ing st oUL M &
e ailesiben e sossessmd Pl L

;
_;
3
F
g

|
:
¢
%
:

S8y ablwail
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° 1975]. However, any registrant may continue to give
notice of his registration in accordance with sectlon 29
of the Trademark Act of 1944 (80 Stat. 427}, as amend-
&4 Oct. 9, 1962 (78 Stat. 789) (this section], as an altar-
pative to notice In sccordance with section 19 of the

Act a3 umended by section I of this Act,
regardless of whether his mark was registered before
ar after the effective date of this Act.™

Rrrrir arn Errecr ow Exrsrima Ricirs

Repeal of Inconsistent provisions, effect of this

chapter on pending proceedings and existing registra-
tons and rights under prior acts, see notes under sec-
ton 1051 of this title.

Prior PrOvVISIONS

Acts Peb, 20, 1908, ch. 592, § 28, 33 Stat. T30; Mar. 19,
1920, ch. 104, §4 5, 8, 41 Stat. 534, 538,

Cross Roymaovers

Registration as copstructive notice of claim to ownm-
ership, see section 1072 of this title.

Sxcrion Rommermn 1o v OTHEm SpcTions

This section (3 referred to (n section 111T of this
ttla.

§1112 Classification of goods and services; registra-
tlon in plurality of classes

The Commissioner may establish a classifica-
tion of goods and services, for convenience of
Patent and Trademark Office administration,
but not to Iimit or extend the applicant’s
rights. The applicant may f{ile an application to
register a mark for any or all of the goods and
services upon or in connection with which he is
actually using the mark: Provided, That when
such goods or services fall within & plurality of
classes, a fee equaling the sum of the fees for
flling an application in each class shall be paid,
and the Commissioner may issue a single certi-
fleate of registration for such mark.

(July 5. 1946, ch. 540, title IV, § 30, 60 Stat. 436;
Oect. 9, 1962, Pub. L. 87-7T72, §16, T8 Stat. 773,
Jan. 2, 1975, Pub. L. 93-506, § 1. 88 Stat. 1949.)

AMTENDMENTS

1978—Pub. L. 93-508 substituted “Patent and Trade-
mark Office” for “Patent Office™.

1983—Pub. L. 87-T72, among other changes, substi-
tuted “may” for “shall™.

Errecrive Dare or 1973 AMEWDAMENT

Amendment by Pub. L. 93-508 effective Jan. 2, 1975,
see section 4 of Pub, L. 93-384, set out as & note under
section 1111 of this title,

Rerzar avp Errzcr ow Exzstime Rrcwrs

Repeal of |ncomsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acts, see notes under sec-
tion 1051 of this title.

Trawsrex or PowcTions

For transfer of functions of other officers, employ-
ees, and agencies of the Department of Commeres,
with certain exceptions, ts the Secretary of Com-
merce, with power to delegate, see Reorg. Plan No. §
of 1950, §§ 1. 2, off. May 24, 1550, 15 F.R. 3174, 64 Stat.
1283, set out |n the Appendix to Title 5, Government
Crganization and Employees.

Paron Provisioms
Act May 4. 1908, ch. 2081, § 2, 34 Stat. 188,

Ti<#98 O = 7T = M = Vb 3
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§ 1113. Fees and charges

(&) Specifie fees

The following fees shall be pald to the Patent
and Trademark Office under this chapter:

1. On flling each original application for reg-
{stration of a mark in each class, $35.

2. On filing each application for renewal in
each class, $25; and on filing each application
for renewal in each class after expiration of the
registration, an additional fee of 35.

1. On {lling an affldavit under section 1058(a)
of this title or section 1058(b) of this title for
each class, $10.

4. On flling each petition for the revival of an
abandoned application, $15.

5. On flling opposition or application for can-
cellation for each class, $25.

8. On appeal (rom the examiner in charge of
the registration of marks to the Trademark
Trial and Appeal Board for each class, $25.

T. For Issuance of a new certificate of regis-
tration following change of owmership of &
‘ml.rku‘ or correction of a registrant's mistake,

8. For certificate of correction of registrant's
mistake or amendment after registration, $15.

9. For certifying in any case, 31.

10. For filing each disclalmer after registra-
tion, $15.

11. For printed copy of registered mark, 20
cents,

12. For recording every assignment, agree-
ment, or other paper relating to the property in
a registration or application, $20; where the
document relates to more than one application
or registration, §3 for each additional item.

13. On flling notice of claim of benefits of this
chapter for a mark to be published under sec-
tion 1062(c) of this title, $10.

(b) Charges for other services

The Commissioner may establish charges for
coples of records, publications, or services fur-
nished by the Patent and Trademark Office,
not specified above.

{e) Refund of sums paid by mistake or in excess
The Commissioner may refund any sum paid
by mistake or in excess.

(July 8, 1948, ch. 540, title V, § 31, 60 Stat. 43T;
Aug. 8, 1958, Pub. L. 85-609, § 1(e), T2 Stat. 540;
July 24, 1965, Pub. L. 89-83, §3, 79 Stat. 260;
Jan. 2, 1975, Pub. L. 93-506, § 1, 88 Stat. 1949.)

AMINTOMENTS

1873—Subsec. (a). Pub. L. 53-388 substituted “Patent
and Trademark Office™ [or “Patent Office”.

Subsec. (b). Pub. L. 93-508 substituted "Patent and
Trademark Oifice” for “Patent Offlce”.

1965—Pub. L. 89-83 Increased the fees for [lling an
application for registration of a mark from $25 to $35;
for [ssuance of & new certificate of registration {ollow-
ing a change of ownership of & mark or correction of a
registrant's mistake {rom $10 to $15; for a certificats
of correction of registrant’s mistake from $10 to $15;
for [lling a disclaimer from $10 to $15%; and for record-
ing an assignment. agreement, or other paper relating
to the property (o a registration or application {rom 33
for documents not exceeding six pages plus i1 for each
additional two pages or less and 50 cents additional for
each additional registration or application Included o
one writing, to & $20 fee for every document plus an
additional fee of 33 for each additional item where the
document relates to more than one application or reg-
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lstration: sliminated provizions which established fees
{or the surrender or cancellation of & reqistration, Tor
an abstract of title, for a titls report required for
offlcs use, for cartificates that marks have not been
repistered, and for coples of various ipecifled records
and documentys; added tha fees lor flling and affldavit
under section 1058(a) or (b) of this ttle and for Mling
s petition for the revival of an sbandonsd application;

10 examiner {n charge of [ntarferences to the Commis.
sioner,

Errzcrove Date or 1973 Ascomacorr

Amendment by Pub. L. §3-594 effective Jan. 2, 1973,
sew 3ection 4 of Pub, L. §3-394, 3=t out as & nota under
section 1111 of this titls

Errrcrove Datz orF 1563 Asomaerr

For effective date and applicabllity of amendment
by Pub. L. 39-3], ss= section Ti(al, (d) of Pub. L. 39-23,
set out as & pots under section 41 of Title 15, Patents,

Erreezrvr Datz oF 1958 AMOmursT AFFLICASTLITY

Por affective dats of amendment by Pub. L. 85-309,
and its applicability, see section 3 of Pub. L. 35-509, et
out a3 & note under section 1087 of this title. -

Rrrzal awn Errcr on Exxstowe Ricers

Repeal of (nconsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acty, see notes under sec-
tion 1081 of this title.

TRANIFER oF PUNCTIONS

Por transfer of functions of other officers, smploy-
ee1, and agencies of the Department of Commercs,
with certaln exceptions, to the Seeretary of Com-
merce, with power to deleguts, see Reorg. Plan Mo, §
of 1950, §§ L. 2, eff. May 24, 1850, 15 P.R. J1T4 84 Stat.
1263, set out (n the Appendix to Titls i, Government
Organization and Employees.

Rrosgamtzation Pram No. 5 or 1950
Amendment of section by Pub, L 85-509 ss subject

to Reorganization Plan Neo. § of 15950, see note et out
under section 1087 of thia title.

Priox Provisions

Acts Peb. 10, 1908, ch. 592, §§ 14, 15, I3 Stat. 728
. Mar, 19, 1920, ch. 104, §8, 41 Stat. 535 Apr. 11, 1530,
eh. 132, § 4. 48 StaL. 155,

§1114. Remedies: infringement; Innocent infringe
ment by printers and publishers

(1) Any person who shall, without the con-
sent of the registrant—

{a) use in commerce any reproduction,
counterfeit, copy, or eolorable imitation of a
registered mark (n connection with the sale,
offering for sale, distribution, or advertising
of any goods or services on or ln connection
with which such use |s lUkely to cause confu-
sion, or to cause mistake, or to deceive: or

(b) reproduce, counterfeit. copy. or colora-
bly imitate a registsred mark and apply such
reproduction, counterfeit, copy, or colorable
imitation to labels, signs prints, packages,
wrappers, receptacles or advertisements (n-
tended to be used in commerce upon or In
connection with the sale, offering for sale,

TITLE 15—COMMERCE AND TRADE
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distribution, or advertising of goods or ges.
vices on or in connection with which such ys
s Ukely to causs confusion, or to cause mis,
take, or to deceive,

shall be liable In a civil action by the r

for the remedies hereinafter provided.
subsection (b) of this section, the

shall not be entitled to recover profits or dam,.
ages unless the acts have besn committed wity
knowledge that such imitation ls intended to by
uused to cause confusion. or to cause mistaks op
to deceive.

(2) Notwithstanding any other provision of
this chapter, the remedies given to the cwner
of the right Infringed shall be Umited ag foj.
lows: (a) Where an [nfringer In engaged solely
in the business of printing the mark for othen

injunection against future printing; (b) whers
the Infringement complained of s contained in
or s part of pald advertising matter In a news
paper, magazine, or other similar pariodical the
remedies of the owner of the right infringed ag
agiinst the publlsher or distributor of such
newspaper, magarins, or other similar periodl-
cal shall be confined to an injunction against
the pressntation of such advertising mattar In
future issues of such newspapers. magazines, or
other similar periodical: Provided, That thess
limitations shall apply only to lonocent Infring.
ers; (c) injunction relief shall not be available
to the owner of the right Infringed n respect of
an [syue of a newspaper, magazine or other
similar periodical containing Infringing matter
when restraining the dissemination of such In-
fringing matter in any particular lssue of such
periodical would deslay the delivery of such
Issue after the regular time thersfor, and such
delay would be due to the method by which
publication and distribution of such periodical
s customarily conducted n accordance with
sound business practice, and not to any method
or device adopted for the svasion of this ssction
or to prevent or delay the issuance of an injune-
tion or restraining order with respect to such
infringing mattar.

{July 5, 1946, ch. 540, title VI, § 32, 60 Stat. 437,
Oect. 9, 1962, Pub. L. 87-772, § 17, 78 Stat. TT3.)

AMTNTDMINTS
1942—Subsee. (1) Pub. L. 87-T7T2 umended subsec

“or to decsive” in par. (a), inserted provisions regard:
log the llkellhood of such use causing confusion, mis
take, or deception. In par. (b}, and ellminsted the Umi
tation an recovery under subsec. (b} of this section, 2
acts commitied with knowledge that such acts would
decsive purchassrs

!mrt-u. {2¥Bb). Pub. L. 87-772 substituted “publish-
er” for i

Rooa arn Errrcr ow Existing RIsuTs

tons and rights under prior acta, see Dotes under e
ton 1081 of this titls.
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PrIOR PROVISIONS

Acts Feb. 20, 1905, ch. 582, § 18, 33 Stat. T28: Mar. 19,
1920, ch. 104, §4, 41 Stat. 534,

Cross Romeoyvcrs

Defenses to action for infringement, see section 1115
of this title,

Secrion Romam To v OTHXR SreTions

This section I3 referred o o section L11T of this
title.

1115 R:fhtnﬂnn on principal register as evidence
: of exclusive right (o use mark; defenses

{a) Any registration issued under the Act of
March 3, 1881, or the Act of February 20, 1905,
or of a mark registered on the principal register
provided by this chapter and owned by a party
to an action shall be admissible in evidence and
shall be prima facle evidence of registrant’'s ex-
clusive right to use the registered mark in com-
merce on the goods or services specified in the
registration subject to any conditions or limita-
tions stated therein, but shall not preclude an
opposing party from proving any legal or equi-
table defense or defect which might have been
asserted if such mark had not been registered.

(b} If the right to use the registered mark has
become (ncontestable under section 1065 of this
title, the registration shall be conclusive evi-
dence of the registrant's exclusive right to use
the registered mark in commerce on or in con-
nection with the goods or services specified in
the affidavit filed under the provisions of sald
section 1085 subject to any conditions or limita-
tions stated therein except when one of the fol-
lowing defenses or defscts is established:

(1) That the registration or the incontesta-
ble right to use the mark was obtained fraud-
ulently: or

{2} That the mark has been abandoned by
the registrant; or

(3) That the registered mark (s being used
by or with the permission of the registrant or
a person in privity with the registrant, so as
to misrepresent the source of the goods or
services in connection with which the mark is
used; or

(4) That the use of the name, term. or
device charged to be an infringement is a use,
otherwise than as a trade or service mark, of
the party’s individual name in his own busi-
ness, or of the individual name of anyone in
privity with such party, or of a term or device
which is descriptive of and used falrly and in
good faith only to describe to users the goods
or services of such party, or their geographiec
origin; or

(5) That the mark whose use by a party s
charged as an (Infringement was adopted with-
out knowledge of the registrant's prior use
and has been continuously used by such party
or those In privity with him from a date prior
to registration of the mark under this chapter
or publication of the registered mark under
subsection (c) of section 1062 of this title:
Provided, however, That this. defense or
defect shall apply only for the area in which
such continuous prior use (s proved; or

(8) That the mark whose use s charged as
an infringement was registered and used prior
to the registration under this chapter or pub-
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llcation under subsection {¢) of section 1082
of this title of the registered mark of the reg-
istrant, and not abandoned: Provided, howen-
er, That this defense or defect shall apply
only for the area in which the mark was used
prior to such registration or such publication
of the registrant's mark; or

('7) That the mark has been or is being used
gn violate the antitrust laws of the United

tates.

(July 5. 1948, ch. 540, title VI, §33, 80 Stat. 438;
Qct. 9, 1962, Pub. L. 87-TT2, § 18, 78 Stat. TT4.)

Roroarwcres v TexT

Acta Mar. 3, 1881 and Feb. 20, 1908, referred to
subsec. (a), are acts Mar. 3, 1881, m.lu.:lsm.
mdhmaﬂ. 15905, ch. 582, 33 Stat. T24, which we
pealed murumnnﬂmtﬂthmmmh
July 5, 1948, ch. 540, §46(n), 80 Stat 444. Act Peb.

5]

.HEEE

1905, was classified to sections 81 to 109 of this title.
The antitrust laws, referred to (n subsec. (BT), are
classified generally to chapter 1 (§1 et seq.) of this

title.

AMENDMENTS

15982—Subsec. ia). Pub. L. 87-T72 substitutsd “regls-
tration subject to” for “certificate subject to”, and de-
leted “certificate of” preceding “reglstration {ssued”.

Subsee. (b). Pub, :.... 87-772 substituted “registration
shall” for “certificate shall”, and “affldavit {lled under
the provisions of sald section 1085" for “certificats™ In
the text preceding par. (1), substituted “registrant or s
person in privity with the registrant” for “assignee™,
and deleted “has been assigned and” following “regis-
tered mark' In par. (3), substituted “registration of
the mark under this chapter or” for “the”, and deleted
“{a) or” preceding “(c) of section 1082 ln par. (5, In-
serted “registration under this chapter”, substituted
“such registration or such” for “the date of”, and de-

“leted “(a) or” preceding “(c) of section 1062", “only

where the zald mark has been published pursuant to
subsections (¢) of section 1082 of this title and shall
apply” following “defect shall apply”, and “under sub-
section (a) or (e} of section 1062 of this title” following
“registrant’s mark”, in par. (8).

Rrzrzas o Ervect on Exzstimg RicaTs

Repeal of Inconsistent provisions, effect of this
chapter on pending proceedings and existing registra-
tlons and rights under prior acts, ses notes under see-
tion 10581 of this title.

Prion ProvisioNs
Act Peb. 20, 1908, ch. 582, §§ 18, 1. 13 Stat 728, T29.

Cross Romamvcrs

Abandonment of mark, dellnition of, sea section
1127 of this title

Su tal register, section Inapplicable to trade-
marks on, see section 1054 of this title.

Sperion Ao 1o v OTHER SEcTiONS

uﬂtzumuumfmuummlm“m

§1118. Injunctions: enforcement; notles to Commis.
tloner.

The several courts vested with jurisdiction of
civil actions arising under this chapter shall
have power to grant (njunections, according to
the principles of equity and upon such terms as
the court may deem reasonable, to prevent the
violation of any right of the registrant of a
mark registered (n the Patent and Trademark
Office. Any such Injunction may [nclude a pro-
vision directing the defendant to file with the
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court and serve on the plaintiff within thirty
days after the service on the defendant of such
Injunction, or such extended period as the
court may direct, a report (n writing under cath
setting forth in detail the manner and form In
which the defendant has complied with the In-
junction. Any such injunction granted upon
hearing, after notice to the defendant, by any
distriet court of the United States, may be
served on the parties against whom such In-
Jjunction s grantsd anywhere In the United
States where they may be found, and shall be
operative and may be snforced by procesdings
to punish for contempt, or otherwisa, by the

whose jurisdiction the defendant may be found.

The sald courts shall have jurisdiction to en-
force said (njunction, as provided (n this chap-
, 43 fully as if the Injunction had been grant-
by the district court (n which it !s sought to
enforced. The clerk of the court or judge
granting the injunction shall, when required to
o 50 by the court before which application to
enforce said injunetion (s mads, transfer with-
out delay to said court a certified copy of all
papers on {{le (o his office upon which said in-
junction was granted.

It shall be the duty of the clerks of such
courts within one month aftar the filing of any
action, suit, or proceeding arising under the
provisions of this chaptar to give notice thereof
in writing to the Commissioner satting forth In
order 5o {ar as inown the names and addresses
of the litigants and the designating number or
numbers of the registration or registrations
upon which the action, suit, or proceeding has
been brought, and In ths svent any other regis-
tration be subsequently included [n the action,
suit, or proceeding by amendment, answer, or
other pleading, the clerk shall give like notice
thereof to the Commissioner, and within one
month after the decision is rendered. appeal
taken or a decres issued the clerk of the court
shall give notice thersof to the Commissioner,
and {t shall be the duty of the Commissianer on
receipt of such notice forthwith to endorse the
same upon the flle wTapper of the sald registra-
tion or registrations and to I[ncorporats the
same as a part of the contents of said flle wrap-
pear.

. (July 5, 1948, ch, 540, title VI, § 34. 50 Stat. 439:
Jan. 2, 1975, Pub. L. 93-594, § 1. 88 Stat. 1948.)
AMooaesTs

1975—Pub. L. 93-50¢ substituted “Patent and Trades
mark Office” for “Patent Qffics™.

Errecrrve Datz or 1978 Asormosooer

Amendment by Pub. L. 93-594 effective Jan 2, 1875,
see section 4 of Pub. L. 33-354, sat out a3 & nots under
section 1111 of this titls

Rerza amp ErvecT on Existovo Ricwrs

Repeal of Inconsistent provisions, effect of this
chapter on pending procsedings and sxisting reglstra-
tlons and rights under prior scts, see notes under sec-
Hom 1051 of this title

Thawsrex or PowcTiows

For transfer of functions of other offlcers, employ-
ees, and sgencies of the Department of Commercs,
with certain exesptions, to the Secretary of Com-

g&E
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merce, ¥ith power to delegais, see Reorg. Plan

COrganization and Employess.
Paron Provisrons
Acts Feb. 20, 1908, ch. 502, 5319, 20, 13 Stx:

Mar. 3, 1911, ch. 231 §201, 368 Stat 1167: JmTE
1938, ch. 304, 40 Stat. 1931

Contempt p ies sections 401, 402, Jzas
3691 and 1771 of Title 13, Crimes and Crimina] Proey.

[nnocent nfringement by publishers, Infunction aee
mmmmmmmuuumm

Poratl Rorzs or Cove Procoooes

Injunctions, see rule 85, Titls 28, Appendiz, Judisty.
ry and Judicial Procedurs,
Judgment, see rule 54

Foouwr Roies or Caouowar Procznoas

Criminal contempt, see rule 42, Title 18 Appendis
Crimes and Criminal Procedure,

§ 1117, Recovery for violaton of rights; profits, dam.
ages and costs; attorney fees

When & viclation of any right of the regis
trant of a1 mark registsred [n the Patent and
Trademark Offlce shall have been established
in any civil action arising under this shapter,
the plaintiff shall be sntitled. subject to the
provisions of sections 1111 and 1114 of this
title, and subject to the principles of squity, to
recover (1) defendant’s profits, (2) any damages

to the circumstances of the case, for any sum
above the amount found as actual damages, not
excesding three times such amount If the
court shall find that the amount of the recov-
oy

:
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g
5
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;
i
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(July 5, 1948, ch. 540, title VL §35, 60 Stat. 439
Oct. 9, 1982, Pub. L. 87-772, §19, T8 Stat. T4
Jan. 2, 1975, Pub. L. 93-596, §1, 88 Stat 194%:
Jan. 1, 1975, Pub. L. 93-500, §3, 88 Stat. 1958.)

AMTNTWMITTS

19T3—Pub. L. 53500 added provisions relating to
wwarding of attorney fees (n exceptional cases,

Pub. L. 93-398 substituted “Patent and Trademark
Offles" for “Patent Offlze™
u;!:;—l‘uh. L. 87-T72 substitutsd “1114~ for “1113

Errecrove Date or 1975 Ascoroacesrs

IWL?ML'MMMJE,.
£ not alfecting any suit. procesding, or appeal
then pending, see section 4 of Pub. L. 93-400, set ouk
A8 & nots under section 1043 of this titls,



amendment by Pub. L. §3-580 effective Jan. 2, 1975,
,,,..-_min!?uhl.mummulmm
“ﬂmullﬂ title.

Rorzal o Errect o Existing RIowTs

Repeal of inconsistent provisions, effect of this
Wmmmmmm
yans and rights under prior acts, see notes under sec-
von 1051 of this title,

Traxsrm oF FowcTions

For transfer of functions of other officers, employ-
se2, and agencies of the Department of Commerce,
with certain exceptions, to the Secretary of Com-
merce, with power to dalegate, see Reory. Plan No. §
af 1950, § L. 2, eff. May 24, 1850, 15 PR J1T4. 64 Stat.
1263, s=t out in the Appendix to Title 5, Government
Orpuntzation and Employess.

Prion Provisions

Acts Feb. 20, 1908, ch. 392, §§ 16, 19, 33 Stat. T28, T
Mar. 19, 1920, eh. 104, § 4. 41 Stat. 534

Cross Rormmoweny

Damages not recoverable on failure to give notice of
registration, ses section 1111 of this title.

Foout Rrizs or CIvii Procoomas

Costa, provizion for unaffected by rule 54, see nots
by Advisory Committes under rule 54, Title 28, Appen-

§ 1118. Destruction of infringing articles

In any action arising under this chapter, in
which a viclation of any right of the registrant
of a mark registered in the Patent and Trade-
mark Office shall have been established, the
court may order that all labels, signs, prints,
packages, wrappers, receptacles, and advertise-
ments In the possession of the defendant, bear-
ing the registered mark or any reproduction.
counterfeit, copy, or colorable Imitation there-
of, and all plates, molds, matrices, and other
means of making the same, shall be dellvered
up and destroyed.

(July 5, 19486, ch. 540, title VI, § 36, 60 Stat. 440;
Jan. 2, 1975, Pub. L. 93-596, § 1, 88 Stat. 1949.)

AMINDMINTS

1975=—Pub. L. 93-304 substituted “Patent and Trade-
mark Offies™ for “Patent Office™,

Errrcrive Datx or 1975 Awomaest

Amendment by Pub. L. 93-508 effective Jan. 2, 1978,
iee section 4 of Pub. L. 93-584, set out as & note under
ssction 1111 of this title.

_ Rrrrat ap Errecr on Existong Ricers
Repeal of Inconsistent provisions, effect of this

TRaNsrex or PuwcTIONs

For transfer of functions of other offleers, employ-
and agencies of the Department of Commerce,
certaln exceptions, to the Secretary of Come
merce, with power to delegats, see Reorg. Plan No. §
of 1950, §§ L. 2, eff. May 24, 1950, 15 P.R. 3174, 54 Stat.
1283, set out (n the Appendix to Title 5, Covernment
and Employees,

|
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Purox Provisiows

Acts Feb. 10, 1505, ch. 592, § 20, 13 Stat. T2%; Mar. 3,
1911, ch. 231, §291. 35 Stat. 1187, Junas 235, 1934, ch.
B804, 49 Stac. 19171,

Foormar Rorrs or Caourwat PRocEnUnx

Application of section under rule 41, see note by Ad-
visory Committes under rule 42, Title 18, Appendix,
Crimes and Criminal Procedure.

§ 1119, Power of court over registration

In any action Involving & registered mark the
court may determine the right to registration,
order the cancelation of registrations, In whole
or in part, restore canceled registrations, and
otherwise rectify the register with respect to
the registrations of any party to the action. De-
crees and orders shall be certified by the court
to the Commissioner, who shall make appropri-
ate entry upon the records of the Patent and
Trademark Oifflce, and shall be controlled
thereby.

{July 5, 1948, ch. 540, title VI, § 37, 60 Stat. 440;
Jan. 2, 1975, Pub. L. 93-588, § 1, 88 Stat. 1949.)

AMDNDMINTS

19T8—Pub. L. 53-584 substituted “Patent and Trade-
mark Offfee” for "Patent Offlce”.

Errzcrrvx Datz or 1975 Asowoacoes
Amendment by Pub, L. 93-558 effective Jan. 2, 1973,

see section 4 of Pub, L. 53-588, set out as a note under
section 1111 of this Eitle.

H.mr.m!nmn!ﬂﬂmmmi

Repeal of Inconsistent mvhd-nnl. effect of this
chapter on pending proceedings and existing registra-
ﬂnmmdﬂ:hhuudwmrlﬂI.mmmundum
tion 1051 of this title,
Trawsrmz oF Powcrions
mmumutamummm
ees, and agencies of the Department of Commerce,
with certaln exceptions, to the Secretary of Com-
merce, with power to delegate, see Reorg. Plan No. §
of 1950, §§ 1. 2, eff. May 24, 1950, 15 P.R. 3174, 64 Stat.
1283, set out in the Appendlx to Title 3, Government
on and Employees.

Prior ProvisSTONS
Act Feb, 20, 1905, ch. 582, § 22, 13 Stat. 729.

Fooutr Rorrs or Crvi Procroons

Judgment, see rule 54, Title 318, Appendix, Judiciary
and Judicisl Procedure.

llﬂg.. Clvil llability for false or fraudulent registra-
n

Any person who shall procure registration in
the Patent and Trademark Office of a mark by
a false or fraudulent declaration or representa-
tion, oral or in writing, or by any false means,
shall be llable [n a civil actlon by any person [n-
jured thereby for any damages sustained in
consequence thersof.

(July 5, 1948, ch. 540, title VI, § 38, 80 Stat. 440;
Jan. 2, 1975, Pub. L. 93-596, §1, 88 Stat. 1949.)

AMENDWRINTS

1975—Pub, L. 923-598 substituted “Patent and Trade-
mark Office” for “Patent Office™,
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Errecrovr Date or 1978 Ascoroaewt

Amendment by Pub. L §3-508 effective Jan 1, 1975,
ses section 4 of Pub. L. #3-394, set out s & nots under
section 1111 aof this title.

Act Peb. 20, 1908, ch. 592, § 29, 13 Stat. T30,

§ 1171, Jurisdiction of Federal courta
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Distriet in which trade-mark (nfringement wetion
be brought, see section 1381 of Title 28, Judiciary 1aq
Judicial Procedure.

llull&m May 24, 1949, ch. 129, § 142, 63 Stag

Section. act July § 1948, ch. 540, titls VI j40, &
Stat. 440, related to review of cases by the Supresm,
Court. and s now coversd by section 1234 of Title 21
Judiciary wnd Judicial Procedure.

1123. Rales and regulations for conduct of procesd.
' ings in Patent and Trademark Office

The Commissioner shall make riles and regn.
lations, not (nconsistent with law, for the cop.
duct of proceedings in the Patent and Trade.
mark Otfice under this chapter.
(July 5, 1848, ch. 540, title VT, § 41, 80 Stat. 440
Jan. 2, 1975, Pub, L. 93-504, § 1, 88 Stac 1543,

1978—Pub. L. 93-584 substituted “Patent and Trads
mark Offce™ for “Patent Ciflce™.

Errcorvx Datr or LT3 Ao

Amendment by Pub. L §3-508 effective Jan 1. 1973,
see section 4 of Pub, L. 73-504, est out a8 & Sols under
section 1111 of this title.

Rorl um Errecr on Exisrowa Riowrs

Repeal of (nconsistent provislons effect of this
chaptar oo pending proceedings and sxisting registra.
tons and rights under prior acta, see ootes under sec
tiom 1051 of this Htla.

of 1930, § L, 1 off May 34, 1550, 13 PR J1T4 M Stal
1283, sat out (o the Appendix to Titls 5, Gorernment
Orpunization and Employesi.
Prroa Provizions
Act Feb. 20, 1908, ch. 592, § 26, 33 Swat. 730,

1124. [Importation of goods bearing Infringing
$ marks or names forbidden

Mo article of !mported merchandise which
shall copy or simulats the name of the ' any do-
mestic manufacture or manufscturer, or




page 1307

spect to trade-marks and commercial names,
may require his name and residence, and the
of the locality Iin which his goods are
manufactured, and a copy of the certificate of
jon of his trade-mark issued In accor-
dance with the provisions of this chapter, to be
recorded in books which shall be kept for this
in the Department of the Treasury,
under such regulations as the Secretary of the
Treasury shall prescribe, and may furnish to
the Department facsimiles of his name, the
name of the locality in which his goods are
manufactured, or of his registered trade-mark,
and thereupon the Secretary of the Treasury
shall cause one or more coplies of the same to be
transmitted to cach collector or other proper
afficer of customs.

(July 5, 1948, ch. 540, title VII, §42, 60 Stat
440.)
Rerrar awp Errecr oN EXIsSTING RIGHTS

Repeal of Inconsistent provisioms, effect of this
chapter on pending proceedings and existing registra-
tions and rights under prior acts, see notes under sec-
tion 1051 of this title.

Thaxsron or FoncTioNs

All offices of collector of customa, comptroller of
customs, surveyor of customs, and appraiser of mer-
chandiss of the Bureau of Customs of the Department
of the Treasury to which appointments were required
to be made by the President with the advice and con-
sent of the Senate were ordersd abolished. with such
affices to be terminated not later than December 11,
1968, by Reorg. Plan No. 1 of 1965, eff. May 15, 1565,
30 PR T038, T8 Stat 1317, set out in the Appendix to
Title §, Government Organization and Employees, All
funetions of the offices eliminated were already vested
In the Secretary of the Treasury by Reorg. Plan No.
28 of 1950, eff, July 31. 1950, 15 P.R. 4935, 54 Stat
1280, set out In the Appendix to title 5.

Puion Provisions
Act Peh. 20, 1905, ch. 582, § 27, 33 Stat. T30,
Croas Romaxncra

Importation of foreign goods bearing trade-mark
ovned and registered [n United States prohibited, ses
section 1528 of Title 18, Customs Dutles,

Supplemental register, section inapplicable to trade-
maris on, see section 1094 of this title.

Srerion REFERasn 1o 1w OTiER SECTIONS

This section ls referred to In sectlon 1094 of this
title; title 48 section 1643.

§ 1125, False designations of origin and false descrip-
tions forbidden

(a) Any person who shall affix, apply, or
annex, or use in connection with any goods or
services, or any container or containers for
goods, a false designation of origin, or any false
description or representation, including words
ar other symbols tending falsely to describe or
represent the same, and shall cause such goods
or services to enter into commerce, and any
person who shall with knowledge of the falsity
of such designation of origin or description or
representation cause or procure the same to be
transported or used in commerce or deliver the
same to any carrier to be transported or used,
shall be lable to a civil action by any person
doing business (n the locality falsely indicated
as that of origin or in the reglon In which said
locality is situated, or by any person who be-
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lUeves that he is or is llkely to be damaged by
the use of any such false description or repre-
sentation.

(b) Any goods marked or labeled In contra-
vention of the provisions of this section shall
not be imported Into the United States or ad-
mitted to entry at any customhouse of the
United States. The owner, Importer, or consign-
ee of goods refused entry at any customhouse
under this section may have any recourse by
protest or appeal that Is given under the cus-
toms revenue laws or may have the remedy
given by this chapter In cases involving goods
refused entry or seized.

tﬂilr 5, 1946, ch. 540, title VIII, §43, 60 Stat.
441.)

registra-
tions and rights under prior acts, ses notes under sec-
tion 1051 of this title.

Pricm Provisiows
Act Mar. 19, 1920, ch. 104, § 3, 41 Stat. 534
Crosd ROERENcEs

Jurisdietion of protests and appeals under customs
law, see sections 1582 and 1583 of Title 28, Judiciary

. and Judicial Procadure.

Protest decision of collector of customs, see
section 1514 of Title 18, Customs Dutles.

§ 1126. International conventions

{a) mﬁuﬂ r of marks communicated by international
LET ]

The Commissioner shall keep a register of all
marks communicated to him by the interna-
tional bureaus provided for by the conventions
for the protection of industrial property, trade-
marks, trade and commercial names, and the
repression of unfair competition to which the
United States is or may become a party, and
upon the payment of the [ees required by such
conventions and the fees herein prescribed may
place the marks so0 communicated upon such
register. This register shall show a facsimile of
the mark or trade or commercial name; the
name, citizenship, and address of the registrant;
the number, date, and place of the first regis-
tration of the mark, including the dates onm
which application for such registration was
flled and granted and the term of such registra-
tion: & list of goods or services to which the
mark is applied as shown by the registration in
the country of origin, and such other data as
may be useful concerning the mark. This regis-
ter shall be a continuation of the register pro-
ﬁdﬁ:mmunﬂmmuumu.

{b) Benefits of section to persons whose country of
origin is party to convention or treaty

Any person whose country of origin is a party
to any convention or treaty relating to trade-
marks, trade or commercial names, or the re-
pression of unfalr competition, to which the
United States is also a party, or extends recip-
rocal rights to nationals of the United States by
law, shall be entitled to the benefits of this see-
tion under the conditions expressed herein to
the extent necessary to give sffect to any provi-
slon of such convention, treaty or reciprocal
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law, In addition to the rights to which any
owner of & mark is otherwise entitled by this

E

{e) Prior registration |n country of origing country of
origin deflned

Mo regisiration of o mark in the TUnited
States by a person described In subsection (B)
of this section shall be grantad until such mark
has been registered [n the country of origin of
Et applcant, unless the applicant alleges use

For the purposes of this section, the country

of the applicant ls the country In
hich he has & bona fide and sffective industri-
al or commercial establishment, or | he has not
such an establishment ths country o which he
is domiciled, or if he has not & domicile In any
of the countries described in subsection (b} of
this section, the country of which he {3 & na-

(d) Right of priority

An application for registration of & mark
under sections 1051, 1052, 1053, 1034 or 1091 of
this title, filed by a person described (n subsec-

the same application if ffled (n the United
States on the same date on which the applica-
tian was first ffled |n such {oreign country: Pro-
tided, That—

(1) the application in the United States I3
flled within six months from the date on
which the application was first filed in the
foreign country; .

(2) the application conforms as nearly as
practicable to the requirements of this chap-
ter, but use (n commerce need not be alleged;

{3) the rights acquired by third parties
before the date of the {iling of the {irst appll-
cation in the foreing ' country shall in no way
be affected by a registration obtained oo an
application filed under this subsection:

section to sue for acts committed prior to the
dats on which his mark was registered (o this
country unless the registration Is based on
use (0 commerce,

In llks manner and subjaet to the same condl-

reguiariy {{led application in the same foreign
country, lnstead of the [first {fled foreign appll-
cation: Provided, That any foreign application
flled prior to such subsegquent application has
besn withdrawn, abandened, or ctherwise dis-
posed of, without having been laid open to
public [nspection and without leaving any
rights outstanding, and has not served nor
thereafter shall serve as s basis for claiming a
right of priority.

(&) Registration on principal or wupplemental regis-
ler; copy of foreign registration
A mark duly registered in the country of
origin of the foreign applicant may be regis-
tered on the principal register {f eligible, other.

' So [n original. Probably should read "forsign”.
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wise on the supplemental register In this chyp.
ter previded. The application therefor shal] by
accompanied by & certification or &

copy of the registration In the country of origip
of the applicant.

() Domestie registration independent nffnnlnr‘,
|stration

The registration of o mark under the proy,
sions of subsections {(c), (d), and (e) of this ses
tion by a person described ln subsection (b) of
this section shall be Independent of the regs
tration In the country of origin and the dyrg,
tion, valldity, or transfer in the United Stace,
of such registration shall be governed by thy
provisions of this chapter.

{g) Trade or commercial names of forelgn natiomaly
protected without registration
Trade names or commercial names of persons
deseribed In subsection (b) of this section shaln
be protected without the obligation of {iling ar
mig.lm whether or not they form parts af
maAr

{h) Protection of foreign nationals against unfuir
competition

Any person designated [n subsectiom (b) of
this section a3z entitled to the benefits and sub-
ject to the provisions of this chapter shall be
entitled to effective protection against unfair
competition, and the remedies provided in this
chapter for Infringement of marks shall be
available so {ar as they may be appropriate ln
repressing acts of unfair competition.

(i) Cltizens or residents of United States entitled ta
benefits of section
Citizens or residents of the United States
shall have the same bensfits as are granted by
this section to persons described [n subsection
(b) of this section.

(July 5, 1948, ch. 540, title X, § 44, 60 Stat. 441
Oect. 3, 1961, Pub, L. 87-333, §2, T3 Stat. T4&
Oct. 9, 1562, Pub. L. 87-T72, §120, 74 Stat. TTL)

Rrorwerss v TExe

Section l(a) of the Act of Mareh 19, 1920, referred ta
in subsec. (a), 5 section 1(a} of act Mar, 1§, 1920, cb
104, 41 Stat. 533, which was claasifled to section 131(a)
of this title, aod repealed by act July 5, 1948, ch 540,
§ 48(a), 50 Stat 444, Insofar a3 inconsistent with this
chaptar,

AMDTOMETTS

1963—3obsec. (b). Pub. L. §7-T72 [nserted “or &=~
tends reciprocal rights to nationals of the United
States by law,” and substituted provisions requiring
the person's country of origin to be a party to any cob-
vention or tresty, for provisions which required such
persona to be nationals of, domiciled in. or have a booa
fide and affective business or commercial sstablish-
ment (o a {oreign country which was a party to the [o-
ternational Convention for the Protection of Industr-
al Property. or the Ceneral Inter-American Conven-
tion for Trads Mark and Commercial Protection. of
AnY other convention of treaty relating to trademaris
trade, or commercial names,

Subsec. (), Pub. L. 87-T77 Inserted “certification or
A" following “sccompanied by 2™ and eliminated "3p-
plication for or” preceding “registration™.

1981—Subses, (d). Pub L. 27-133 authorized the
right provided by this section to be based upon & subs
sequent application |n the same foreign country. o
stead of the {lrst application, provided that any for
eign application flled prior to such subsequent one Tai
withdrawn, or otherwizs disposed of, without having
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peen open to publie Inspection and without leaving
any rights outstanding, nor any basis for claiming pri-
arity.

Errzcrrve Datz or 1941 Ascomamrs

Section 3 of Pub. L. 87-333 provided that: “This Act
(amending this section and section 119 of Title 35,

Arrzac avd ErFect oF Exzsring RIcETS

TRANSFIR OF FUNCTIONS

For transfer of functions of other officers, emplay-
#ea, and agencles of the Department of Commerce,
with certain exceptions, to the Secretary of Com-
merce, with power to delegate. see Reorg. Plan No. §
of 1950, § 1. 2, eff. May 24, 1950, 15 F.R. 3174, 84 Stat
1353, set cut in the Appendix to Title &, Government
Organization and Employess,

Puior Provisions

Acts Feb. 20, 1903, ch. 582, §§ L. 2, 4. 33 Stat. T24, 725;
May 4, 1908, ch. 2081, # 1. 3, 34 Stat. 188, 185; Feb. 18,
1900, ch. 144, 35 Stat. 528; Mar. 19, 1020, ch. 104, §§ 1.
8, 41 Stat 533, 535; Apr. 11, 1930, ch. 132, § 4, 46 Stat.
135; June 20, 1938, ch. 517, 4% Stat. 1539 June 10, 19248,
eh. 332, §§1, 2, 3, 52 Stat. 638, 630,

§ 1127. Construction and deflnitions; intent of chapter

In the construction of this chapter, unless the
contrary is plainly apparent from the context—

The United States {ncludes and embraces all
territory which s under its jurisdiction and
control.

The word "commerce” means all commerce
which may lawfully be regulated by Congress,

The term “principal register” refers to the
register provided for by sections 1051 to 1072 of
this title, and the term “supplemental register"
refers to the register provided for by sections
1091 to 1094 of this title.

The term “person” and any other word or
téerm used to designate the applicant or other
entitled to a benefit or privilege or rendered
llable under the provisions of this chapter in-
cludes a juristic person as well as & natural
person. The term “juristic person” Includes a
firm, corporation. union, association, or other
organization capable of suing and being sued In
A court of law.

The terms “applicant” and “registrant” em-
brace the legal representatives, predecessors,
mlnmt. rs and assigns of such applicant or reg-

The term “Commissioner” means the Com-
missioner of Patents and Trademarks,

The term “related company” means any
person who legitlmately controls or Is con-
trolled by the registrant or applicant for regls-
tration In respect to the nature and quality of
the goods or services in connection with which
the mark is used.,

The terms “trade name" and "commercial
name” (nelude Individual names and surnames,

TITLE 15—COMMERCE AND TRADE
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firm names and trade names used by manufac-
turers, industrialists, merchants, agriculturists,
and others to |dentify their businesses, voca-
tions, or occupations; the names or titles law-
fully adopted and used by persons, flrms, asso-
clations, eorporations, companies, unions, and
any manufacturing, industrial, commercial, ag-
ricultural. or other organizations engaged (n
trade or commerce and capable of suing and
being sued in a court of law.

The term “trade-mark"™ includes any word,
name, symbol. or device or any combination
thereof adopted and used by a manufacturer or
merchant to |dentify his goods and distinguish
them f(rom those manufactured or sold by
others.

The term “service mark” means a mark used
in the sale or advertising of services to identify
the services of one person and distinguish them
from the services of others. Titles, character
names and other distinctive features of radio or
television programs may be registered as service
marks notwithstanding that they, or the pro-
grams, may advertise the goods of the sponsor.

The term “cartification mark"” means a mark
used upon or in connection with the products
or services of one or more persons other than
the owner of the mark to certify regional or
other origin. msaterial, mode of manufacturs,
quallty, accuracy or other characteristics of
such goods or services or that the work or labor
on the goods or services was performed by
members of a union or other organization.

The term “collective mark™ means a trade-
mark or service mark used by the members of &
coopearative, an association or other collective
group or organization and includes marks used
to indicate membership in a union, an associ-
ation or other organization.

The term "mark” I(ncludes any trade-mark,
service mark, collective mark, or certification
mark entitled to registration under this chapter
whether registered or not.

For the purposes of this chapter a mark shall
be deemed to be used |In commerce (a) on goods
when it Is placed [n any manner on the goods or
their containers or the displays associated
therewith or on the tags or labels affixed there-
to and the goods are sold or transported In com-
merce and (b) on services when [t s used or dis-
played Io the sale or advertising of services and
the services are rendered [n commerce, or the
services are rendered [n more than one State or
in this and a foreign country and the person
rendering the services [s engaged In commerce
in connection therewith. 1
)\ A mark shall be deemed to be “abandoned”—

(a) When its use has been discontinued with
intent not to resume. Intent not to resume may
be (nferred from circumstances. Nonuse for two
consecutive years shall be prima facie abandon-
ment.

(b) When any course of conduct of the regis-
trant, including acts of omission as well as com-
mission, causes the mark to lose its significance
as an Indication of origin.

The term “"colorable Imitation” Includes any
mark which so resembles a registered mark as
to be likely to cause confusion or mistake or to
deceive.

The tarm “registered mark”™ means a mark
registered in the United States Patent and



The term “Act of March 3, 1881", “Act of
Pebruary 20, 1905", or "Act of March 19, 1920™,

Words used [n the singular include the plural
and vics versa.

The intent of this chapter !s to requlats com-
merce within the control of Congress by
making actionable the deceptive and misleading

Oct. 9, 1962, Pub. L. 87-7T72, § 21, 78 Stat. T74:
Jan. 2, 1975, Pub. L. 93-596, § 1, 88 Stat. 1949.)

Romrwoms o Texr
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Acts Peb. 20, 1908, ch. 592, §29, 33 Stat. 138; June
1938, ch. 332, | 3, 52 Stat. £39. -

CHAPTER 23-DISSEMINATION OF TECHN]
%E'ITLI'IC AND ENGINEERING IHNI‘:I‘LA.

See
1151
1133
1153
1153a
1134

1154,

tral
which i3 useful to American industry and busi-
ness,

(Sept. 9, 1050, ch. 934, § 1, 64 Stat. 823.)
§1152

take such steps a3 he may deem necessary and
desirable—

(a) to search for, collect, classify, coordinate,
Integrate, record, and catalog such information
from whatever sources; foreign and domestic,
that may be available;

(b) To make such information available to in-
dustry and business, to State and local govern-
ments, to other agencies of the Pederal Govern-

{e) To effect, within the lmits of his authors
ity as now or hereafter defined by law, and with
the consent of competent authority, the remov-
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#1024

SecTion Rormmacn 1o W OTHER STCTiONS

This section Is referred to in sectlon 1022 of thiy
title.

# 1024, Joint Economic Committee
[See main edition for Lext]

(Feb. 20, 1948, ch. 33, § 11, formerly § 5. 60 Stat.
25; Aug. 2, 1946, ch. 753, title IL § 225, 60 Stat.
838: Feb. 2, 1948, ch. 42, 62 Stat. 16; Oct. 6,
1948, ch. 527, §§ 1, 2, 83 Stat. T21; June 18, 1956,
eh. 399, §2, 70 Stat. 290; Feb. 1T, 1856, Pub. L.
88=1, 73 Stat. 3; Oct. 13, 1964, Pub. L. 88-861, T8
Stat. 1093: Jan. 25, 19687, Pub. L. 90-2, 81 Stat. 4;
Dec. 27. 1974, Pub. L. 93-554, title I, § 101, 823
Stat. 1776: renumbered Oct. 27, 1978, Pub. L
95-523, § 104, 92 Stat. 1893.)

CHAPTER 22—TRADE-MARKS

CHarrmr Rooeamm 1o 1N OTHER SEcTIiONs

This chapter is referred to In title 36 section 180;
title 48 section 1643.

SUBCHAPTER [—THE PRINCIPAL
REGISTER

# 1062. Publication
Section Roreaeeo 1o v OTHER SEcTions

This section |3 referred to in sectlons 1058, 1083,
1084, 10635, 1091, 1113 of this title.

§ 1064. Cancellation of registration

RestricTion on Uszk or Fonos To Cances
RECISTRATION OF TRADEMARKS

Por provisions restricting the use of funds author-
ized to be appropristed to carry out section 41 et seq.
of this title for fiscal year 1580, 1981, or 1982, for the
purpose of taking any action under this section with
respect to the cancellation of the registration of any
mark on the ground that such mark has become the
common descriptive name of an article or substance,
see section 18 of Pub. L. 96-251 set out as a note under
section 57c of this title.

# 1067, Interference, opposition, and proceedings for
concurrent use registration or for cancellation;
notice; Trademark Trial and Appeal Board

[See main edition for Iu:t] of firsl underignaled
par.

The Trademark Trial and Appeal Board shall
inelude the Commissioner, the Deputy Commis-
sloner, the Assistant Commissioners, and mem-
bers appointed by the Commissioner. Employ-
ees of the Patent and Trademark Office and
other persons, all of whom shall be competent
in trademark law, shall be eligible for zppoint-
ment as members. Each case shall be heard by
at least three members of the Board, the mem-
bers hearing such case to be designated by the
Commissioner.

(As amended Oct. 15, 1980, Pub. L. 96-455, § 1,
94 Stat. 2024.) :

AMENDMEINTS

1980—Pub. L. 58-435 added provisions requiring that
the Trademark Trial and Appeal Board include the
Deputy Commissioner and members appolnted by the
Commissioner and provisions that employees of the
Patent and Trademark Office and other persons. all of

TITLE 15—COMMERCE AND TRADE
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whom shall be competent [n trademark law, shaj
eligible for appointment az members: and
provision that the Board incluide Patent
mark Office employees, designated by the
sioner and whose qualifications have been
the Civil Service Commission as being adeq f
pointment to the position of examiner in charge
terferences.

2

334
T

Errecrive Date or 1580 AMEwpMENT, Boaxn
MousersHIr As or Octostn L3, 1980 Uwarreeres

Section 2 of Pub. L. 96-453 provided that ~Thys
amendment [amending this section] shall become of.
fective on the date of its enactment (Oct. 135, 198
Members of the Trademark Trial and Appeal
on the date of enactment shall continue 'o be mem.
bers under and In accordance with the provisions of
section 17 of the Act of July 5, 1948, a3 amended (thiy
section], in effect immediately preceding the dats of
enactment.”

SUBCHAPTER III-GENERAL PROVISIONS

§1113 Fees

{a) The Commizssioner of Patents will sstab.
lish fees for the {iling and processing of an ap-
plication for the registration of a trademark or
other mark and for all other services performed
by and materials furnished by the Patent and
Trademark Office related to trademarks and
other marks. Fees will be set and adjusted by
the Commissioner to recover in aggregate 50
per centum of the estimated average cost to the
Office of such processing. Fees for all other
,services or materials related to trademarks and
other marks will recover the estimated average
cost to the Office of performing the service or
furnishing the matsrial. However, no fee for
the {iling or processing of an application for
the registration of a trademark or other mark
or for the renewal or assignment of a trade-
mark or other mark will be adjusted more than
once every three years. No fee established
under this section will take effect prior to sixty
days following notice in the Federal Register.

{b) The Commissioner may wuaive the pay-
ment of any {ee for any service or material re-
lated to trademarks or other marks In connec-
tion with an cecasional request made by & de-
partment or agency of the Government, or any
officer thereof. The Indlan Arts and Crafts
Board will not be charged any fee to register
Government trademarks of genuineness and
quality for Indian products or for products of
particular Indlan tribes and groups.

(As amended Dec. 12, 1980, Pub. L. 96-517, 5.
94 Stat. 3018.) .

AMTHOMEINTS

1980—Subsee. (2). Pub. L. 98-517 [n revising fee pro-
visions required the Commissioner to establish [ees
based on recovery of estimated average cost of process
ing applications. performing servicss and providing
material; authorized triennial adjustments: and pre-
scribed an effective date for fees; deleted prior provi-
sions containing statutory schedule covering fees for
filing: applications for registration and renewals, affi-
davits, revival petitions for abandoned applications.
oppasition or application for cancellation,
and notice of benefits for a mark to be published: and
fees covering appeals [rom examiners In charge of
reglstration. certificates of amendment, certi{ying,
printed copies of registered marks, and recordation of
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documents and papers relating to property In & regis-
tration or lication.
sm:ﬁ?m;mmmmmmu—
jated prior subsec. (b) authorizing Commissioner o e
tablish charges for coples of records, publications, or
services of Patent and Trademark Office, coversd In
subsec, (a) of this section.

Subsec. (c) Pub., L. 98-817 In revising fee provisions
deleted subsee () authorizing Commissioner Cto
refund any mistaken or excessive paFments

Crarer or Naue

The Commissioner of Patents, referred to in subses,
(a), was redesignated the Commissioner of Patents and
Trademarks by section 1 of Pub. L 93-394, Jan 2,
1975, 38 Stat, 1948, set out 13 . note under section 1 of
Title 15, Patents. See also section 1137 of this title.

Errecrove Darz or 1580 Asmoroaews
Amendment by Pub. L. 986-517 effective Dec. 12,
1980, with provision {or continuation of fees In effect
a3 of such date until corresponding fees are estab.
lished under this section. see section 8(a), (d) of Pub.
L. 98-517. set out as an Effective Date of 1980 Amend.
ment note under section 41 of Title 35, Patents

11124 Importation of goods bearing Infringing
marks or names forbidden

Except as provided (n subsectlon (d) of sec-
tlon 1528 of title 19, no article of imported mer-
chandise which shall copy or simulate the
name of the' any domestic manufacture, or
manufactursr, or trader, or of any manufactur-
er or trader located [n any foreign country,
which, by treaty, convention, or law affords
similar privileges to citizens of the Unitsd
States, or which shall copy or simulate a trade-
mark registered in accordance with the provi-
sions of this chaptar or shall bear a name or
mark calculated to induce the public to belleve
that the article ls manufactursd in the Unitad
States, or that it Is manufactured In any for-
elgn country or locality other than the country
ar locality in which [t is in fact manufactured,
shall be admitted to entry at any customhouse
of the United States; and, (n order to aid the of-
flcers of the customs in enforcing this prohibi-
tion. any domestic manufacturer or trader, and
any foreign manufacturer or trader, who |s en-
titled under the provisions of a treaty, conven.-
tion, declaration, or agreement between the
United States and any foreign country to the
advantages afforded by law to citizens of the
United States in respect to trade-marks and
commercial names, may require his name and
residencs, and the name of the locality In
which his goods are manufactured, and a copy
of the certificats of registration of his trade-
mark Issued |n accordance with the provisions
of this chapter, to be recorded In books which
shall be kept for this purpose n the Depart-
ment of the Treasury, under such regulations
as the Secrstary of the Treasury shall pre-
scribe, and may furnish to the Department fac-
similes of his name, the name of the locality in
which his goods are manufactured, or of his
registered trade-mark, and thersupon the See.
retary of the Treasury shall cause one or more
copies of the same. to be transmittad to sach
collector or other proper officer of customs.

'Se In original

TITLE 15—COMMERCE AND TRADE

{As amended Oct. 3, 1978, Pub. L. 95-410, titls
I, § 211(k), 92 Stat. 503.)

AMINDMEYTS

1978=Pub. L. 35-410 substituted “Except as provided
|n subsection (d) of section 1528 of title 18, no wrtiels”
{or “Wo article™.

Spcmiow Roymmrn 1o i Onioe SrerTows

This section ls refermed to 1B sestion 1084 of thia
title: titla 19 section 1326; title 48 saction 1843,

# 1127. Construction and deflnitions; intent of chapter

Srerrow Roymars o of O SreTions
This section |3 referred to in titls 19 section 1524,

CHAPTER 23—DISSEMINATION OF TECHNICAL.
SCIENTIFIC, AND ENGINEERING INFORMATION

Cuurm Romarn 1o ¥ OtHm Scorions
This chapter |s referred to (0 title 43 section TASL

CHAPTER 25—=FLAMMABLE FABRICS

§ 1193, Flammabhility standards or regulations

Fooue Powtcr Rrocanomra TEx Exrort or Bawrwe
Ol SICNIFICANTLY RESTRICTID SURSTANCIS
For provisions deflning the term “banned or slgnifl.
cantly substance” as including certain fab-
rics and matsrials under this section, and the Pederal
polley regarding tha export of banned or significantly
restricted substances, see Ex, Ord No. 12264, Jan. 15,
1981, 48 P.R. 4458, sat out 13 a note under saction 2403
of Title 50, Appendix, War and National Defenfise.

2 1196, Penalties

Any person who willfully violates section 1152
or 1197(h) of this title, or who fails to comply
with section 1202(¢) of this title, shall be guilty
of & misdemeanor, and upon conviction thereof
shall be flned not more than 35,000 or be Im-
prisoned not more than one year or both [n the
diseretion of the court: Provided, That nothing
herein shall limit other provisions of this chap-
ter.

(As amended Nov. 10, 1978, Pub. L. 95-831,
§ (b}, 92 Stat. 3T4T.)

197T8—Pub. L. 95-831 authorized penaltles {or noo-
compliance with ssetion 1202(c) of this title,

§1201. Studies and investigation, report to President
and Congress; research, development and train-
ing

[See main edilion for text af (a)]

{b) In cooperation with appropriate public
and private agencies. the Secretary of Com-
merce (s authorized to—

(1) eonduct research [nto the (lammability
of products, [abrics, and matarials

(2) conduet feasibility studies on reduction
of Nammability of products, fabrics. and ma-

(3) develop flammability test methods and
testing devices; and

{4) offer appropriate training in the use of
e test methods and testing de-
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THE CONDUCT OF SECTION 337 ACTIONS BY THE DECISIONMAKER
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The Conduct of Section 337 Actions Bv the Decisionmaker*
I. Commencement of Action
A. Who and How:
1. Complainant (19 U.S.C. § 1337; 19 C.F.R. § 210.10)
2. Commission, on its own initiative

B. Action by Commission: Notice of Investigationm

1. Examine Complaint for sufficiency and compliance with
applicable Commission Rules (19 C.F.R. § 210.11)

(Commission staff is available to review draft complaints

as well).
2. Determine whether the Complaint is properly filed

3, Institute Investigation within 3O days after receipt of
complaint, if latter determined to be properly filed.

(Dismissal, if negative determination) (19 C.F.R. § 210.12)

- Investigation instituted by publication of Notice of
Investigation in Federal Register defining scope of

investigation.

II. 8ignificance of Notice of Investigation

A. Date of publication in Federal Register marks beginning of statutory

time period for Commission's completion and determination of

Investigation (at earliest practicable time, no later tham 12
montha, or 18 months 1f designated more complicated) (19 U.S.C. §

1337(b)(1); 19 C.F.R. § 210.12)

* This outline is based on a speech delivered by Hon. Donald K. Duvall,
Chief Administrative Law Judge, U.3. International Trade Commission, at the
D.C. Bar Seminar on Techniques of International Trade Case Litigation, May 28,

1981, Mayflower Hotel, Washingtom, D.C.
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ITII. Assignment of investigation to Chief Administrative Law Judge for Formal
Adjudication of the Violation Issue in accordance with Administrative

Procedure Act. (19 U.32.C. Chap. 5).

A. Purpose and Scope of Delegation to Administrative Law Judge

1.

To conduct a formal on-the-record APA hearing and to render an
Initial Determination, with written findings of fact and
conclusions of law, based thereon. (19 U.8.C. § 1337(c); 19
C.F.R. § 210.41).

No evidence or information to be taken or arguments to be heard
respecting public interest factors, remedy or bonding, unless
otherwise ordered by Commission (19 U.S.C. §§ 1337(b)(2), (d),
{(e) and (f); 19 C.F.R. § 210.14) However, with regard to
settlement by agreement or consent order, the parties may file
statements and, in the judge's discretion, present oral
argument on issues relating to the public interest. (19 C.F.R.
§ 210.14(b))

Judicial independence of Administrative Law Judge in
decision-making assured by separation of functions under APA
and ITC Rules (5 U.3..C. § 554(d)(2)

a. No ex parte ﬁnnt:uti (5 U.3.C. § 554(d)(1); and §
557(d))

b. No discussion of merits off the record

B. Assignment of cases by Chief Administrative Law Judge (per Notice of
Investigation)

1.

In rotation among available Administrative Law Judges (5 U.3.C.
§ 3103), unless

a. Recusal by Administrative Law Judge (Code of Judicial
Conduct, Canon 3(c); 5 U.3.C. § 557(d)).

b. Scheduling conflict or imbalance

C. Adjudicative objectives of presiding Administrative Law Judge

1.

Development of complete record as basis for sufficient and
appropriate, and well-supported findings of fact and a just
Initial Determination dispositive of all contested issues,
including those mooted in the course of the decisional process
at the trial level. (

Coleco Industries Inc. v. International
Irade Comission, 197 U.8.P.Q. 472, 476, n. 5 (C.C.P.A. 1978))
Adjudication, including discovery and hearing, conducted with
a. Fairness and due process

b. Expedition (19 C.F.R. § 210.2, § 210.4l(e))
e. Orderly Procedure (5 U.S.C. § 556(¢c); 19 U.8.C. § 1335)
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IV. Protective Order
A. Issued sutomatically, or at the request of & party, by
Administrative Law Judge (19 C.P.R. § 210.30(c) and (d)) to
facilitate early discovery and to protect properly designated
confidential business information and trade secrets
B. Cardinal importance to § 337 proceedings
1. Balancing public interest im enabling parties to secure all
relevant information in preparation for hearing, and in
protecting fair competition

2. Implemented by consent agreement signed by counsel for parties
3. Strictly construed and monitored by parties
Exception: Exclusion of In-house counsel (generally observed,
unless otherwise stipulated to by all parties)
Exception: Limited disclosure to corporate officers even for
purpose of settlement negotiations

v. Preliminary Conference, if held (withinm 2-4 weeks after Notice of
Investigation published)

A. The reality of a 5337 Proceeding
1. Statutory and Agency time limits rt:pictad
2. Cooperstion snd good faith reciprocity of counsel essentlal
B. Defining the parties in suit, their representation and proper service

1. Notice of Investigation controls, including timely :n-ndn-ntn
approved by Commission

2. Resolution of any jurisdicticnal or service defects
a. Bffect of non-service on a foreign party

(1) Best afforts by mail

(2) Subject matter jurisdiction sufficient, in personam
jurisdiction not necessary. Sealed Air Corporation
» 209
U.3.P.Q. 469 (C.C.P.A. 1981)
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b. Effect of non-sppearance of & party
(1) Show Cause Order (19 C.F.R. § 210.40)

{2) Possible Sanctions

Disposition of Pending Motions

1. Motion for Sanctions for party's failure to respond to
Complaint and Notice of Investigation (19 C.F.R. § 210.21(d))

Delineation of Issues

1. Usual major issues: unfair act committed; importation or sale
in United States; domestic industry, economically and
efficiently operated; injury or tendency to injure

2. All legal and equitable defenses may be presented (19 U.S.C. §
1337(e))

Discovery Plans pursuant to 19 C.F.R. §§ 210.30-210.36
Establish Procedural Schedule
1. Temporary Exclusion Order Request (unless waived)

a Discovery Cut-off (unless discovery continues until trial)
b. Pre-Hearing Conference

€. Hearing

d Post-Hearing Briefs and Rebuttal Briefs

2. Permanent Exclusion Order Request

a. Discovery Cut—off (unless discovery continues until trial)
b. Discovery Motions Cut-off (unless discovery continues

until trial)

¢. Exhibits and Witness 3tatements and Objections thereto
d. Pre-Hearing Statements and Pre-Hearing Conference

. Final Hearing
f. Post-Hearing Briefs and Rebuttal Briefs

Discussion of Hearing Ground Rules

1. Direct testimony of all witnessess (fact and expert) may be
required to be submitted in writing in advance of Hearing; live
cross-examination

2. Order of Trial
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H. Settlement (19 U.8.C. § 336(c)(é&))

1.

Best afforts certification required in Pre-Hearing Statements

I. Post-Conference Order (19 C.F.R. § 210,40(d))

VI. Dilcbv:t] and Motions Practice (1-5 months)

A. Discovery

1.

Policy and Procedures

Reasonable and prompt discovery of all relevant
information favored, on initiative of counsel

Continuing good faith communication among counsel
imperative to complete discovery expeditiously, informally

or formally

Non-responsive or no response to dlscovery requests shall
ordinarily be discussed by phone between counsel before
filing Motion to Compel Discovery

Role of Presiding Officer is to resolve impasses at
request of parties

Sanctions te be invoked only as last resort

Subpoena Powers (19 U.8.C.. § 1333; 5 U.S.C. § 5356(ec)(2); 19
C.F.R. § 210.3%)

h'

cl

Application

Ex parte ruling

District Court enforcement (19 C.F.R. § 210.36(b)(3); 19
U.s.c. § 1333(b))

Methods (19 C.F.R. § 210.30(a)) (The ITC's discovery rules
parallel the Federal Rules of Civil Procedure)

Oral and Written Depositions (19 C.P.R. § 210.31; 19
c.r-l- s zﬂlti}

Interrogatories (1% C.F.R. § 210.32

Limits sometimes imposed by Presiding Officer at
Preliminary Conference (depends on facts of case and how

much discovery already initiated)

Requests for Production of Documents or Things (19 C.F.R.
210.33)
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Requests for Admissions (19 C.F.R. § 210.34)

Implied Right of Entry onto Land (19 C.F.R. § 210.35;

» ITC Inv. No. 337-TA-52; Commission Order,

Copper Rod
March 23, 1979)

4. Discovery Motions

Motions for Extensions of Time

(1)
(2)
(1)
(4)
(3)

Response to Complaint (19 C.F.R. § 210.21(a))
Depositions (19 C.F.R. § 210.31(e))
Interrogatories (19 C.F.R. § 210.32(b))

Production of Documents (19 C.P.R. § 210.33(b)(2))

Admissions (19 C.F.R. § 210.34(b))

Motion to Supplement Response (19 C.F.R. § 210.30(e)(3))

Motions to Limit Discovery

(1)

(2)
(3

(4)

Motion to Limit Discovery (19 C.F.R. § 210.30(b) and
(e)) .

Motion for Protective Order (19 C.F.R. § 210.30(d))

Motlon to Limit or Quash Subpoena (19 C.F.R. §
210.35(4d))

Motion to Delay Interrogatory Answer (19 C.P.R. §
210.32(b) and (e))

Sanctions for failure to comply with Order Compelling
Discovery (19 C.F.R. § 210.36)

Some common discovery problems:

(1)

(2)
(3)

Securing expedition when foreign parties are
involved, e¢.£., mall service, translations,
traditional business holidays

Broad standards of relevance under § 337

Claims of Privilege: Attorney-Client, Work Product
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B. Motlions Practice (19 C.F.R. § 210.24)

1. |Motions requiring Initial Determinations (19 C.F.R. § 210.53(ec))
8. Motion to Terminate (19 C.F.R. § 210.51)

b, Motion for Termination based on Default (19 C.F.R. §
210.21(d) or 19 C.P.R. § 210.31(b))

Note: Affirmative case must still be proved by
substantial, reliable and probative evidence. (Eleectric
8low Cooksrs, ITC Inv. No. 337-TA-42; Cartain Attache
Cases, ITC Inv. No. 337-TA-49, pp. 9-12; Certain Botary

geraping Tools, ITC Inv. No. 337-TA-62, p. 11; 5 U.8.C. §
336(d)).

¢, Motlon for Summary Determination (19 C.P.R. § 210.30)
- To be filed at least 30 days before hearing

d. Motion for Temporary Relief (19 C.F.R. §§ 210.24(e)(1) and
(2))

A complaint requesting temporary relief pursuant to 19
C.F.R. .§ 210.20(a)(10) must be acompanied by a motion
which sets forth complainant's request for temporary
relief. If the complaint is instituted, the motionm will
be sent to the Administrative Law Judge. A motiom for

temporary relief may also be filed after institution of an
investigation upon & showing of extraordinary changed
circumstances warranting temporary relief when the moving
party was not and with due diligence could not have been
aware of the extraordinary changed circumstances at the
time the complaint was filed. (19 C.F.R. § 210.24(e)(2))

2. Other Important Motionms
a. Motion to Intervene (19 C.F.R. § 210.6)
b. Motion to Amend Complaint and Notice of Investigation
(joinder or dismiseal of parties or causes of actiomn) (19
c.P.R. § 210.20(d); 19 C.F.R. § 210.22)

¢. Motion for Designation of More Complicated Case (19 C.F.R.
§ 210.135)

d. Motion to Suspend Investigation (19 C.F.R. § 210.1%)

e, Motion for Leave to File Intsrlocutory Appeal (and Stay of
Investigation) (19 C.P.R. § 210.60)

3. Additional Discovery Conference (optional)
= By telephone or in person (These conferences may or may
not be on the record. A reporter may be required.)
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VII. Pre-Hearing Conference (1-15 days before Hearing)
A. Verify Issues and Stipulations

B. Verify Witnessess, including qualifications of Expert Witnesses and
summary of expected testimony (unless submitted in writing verbatim)

Cs Marking and Exchange of Exhibits, including Lists of Exhibits
showing sponsoring witnesses

D. Rulings on Objections to Exhibits
E. Ruling on pending Pre-Hearing Motions
F. Verify Order of Trial

G. Miscellaneous Procedural Problems, e.g., foreign language
translation/interpreter arrangements; hours of hearing, with recesses

VIII. Hearing
A. On Request for Temporary Relief

1. Deadlines

a. Hearing to be completed within 3 months (19 C.F.R. §
210.41(e)(2))

b. Initial Determination to be flled within 4 months from
publication of the Notice of Investigation (19 C.F.R. §
210.53(b))

2. Burden of Proof .
a. Strong showing by preponderance of evidence that there is
reason to believe there is a violation of Sectiom 337 (19
U.s8.C. § 1337(e))

b. Showing that substantial injury will occur before
Commission is able to act on Request for Permanent Relief
(Copper Rod, ITC Inv. No. 337-TA-89, p. 17)

¢. Balancing factors to be considered (Copper Rod, suprs at

5, citing Washington Metropolitan Ares Transit Comm. v.
Holiday Tours, 559 F.2d 841 (D.C. Cir. 1977))

B. On Request for Permanent Relief
1 " D!ldlil‘l!l

8. Hearing to be completed within 7 months (12 months if more
complicated case)(19 C.F.R. § 210.41(e)(1))
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b. Initial Determination to be filed within 9 months from
publication of the Notice of Investigationm (19 C.F.R. §
210.33(a))

- Hearing or record may be reopened before Initial
Determination filed (19 C.F.R. § 210.53(g))

Burden of Proof - on complainant to prove sll elements of
vioclation by preponderance of evidence (19 C.F.R. § 210.42(a))

Procedurse
a. Similar to District court trial, civil case without a jury

b. Order of Trial (Subject to Presiding Officer's Discretion
(5 U.3.C. § 556(c))

(1) Opening Arguments
(2) Complainant's Case-in-Chief

(a) Cross-examination by Respondents and Commission
investigative attorney

(b) BRedirect examination by Complainant

(e) Recross-examination by Respondents and
Commission investigative attorney

(3) Respondents' Defense Case

(a) Cross—examination by Respondents and Commission
investigative attorney

(4) Commission investigative attorney's case
(a) Crﬂll-c;lnin:tiuu by other parties
(35) Complainant's Rebuttal
(a) In Presiding Officer's discretion, limited to
scope of Respondents' and Commission
investigative attorney's case
(6) Closing Arguments
e. Types of Evidence
(1) Fact Witnesses
(2) Expert Witnesses (technical and economic)

(3) Documentary Exhibits

(4) Physical Exhibits



197

ds  Pinal Record
(1) Exclusive basis for ruling (5 U.3.C. § 556(e))
(2) Comprising:
{(a) Complaint and Responses
(b) Notice of Investigatiion
(c) Motions, Responses, and Orders
(d) Admitted Evidence (19 C.F.R. § 210.42)
(e) Excluded Evidence (19 C.F.R. § 210.42(g))
(f) Transcripts (19 C.F.R. § 210.43(a) and (b))

' (g) Initial Determination (5 U.S.C. § 557(e))
(Note: Confidential information of record is treated
under Protective Order (19 C.F.R. § 210.30(d)) or in
camera Order (19 C.F.R. § 210.44))

{3) Certified to Commission with Initial Determination
(19 C.F.R. § 210.43(c))

Post Hearing Briefs and Rebuttal Briefs

A. Post-Hearing Brliefs generally due 15 calendar days after close of
- hearing

B. Rebuttal Briefs generally due 5 calendar days thereafter

Initial Determination
A. Responsibility

1. Made in writing by presiding Administrative Law Judge and filed
within 9 months after publication of the Notice of
Investigation (19 C.F.R. § 210.53(a))

B. 'Scope
1. All material issues of fact, law or discretion relevant to

alleged violation of Section 337 presented on the record (5
U.s8.C. § 337(c)(A); 19 C.F.R. § 210.53(d))

C. Content

1. Findings of fact with references to supporting evidence in
recocd
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Conclusions with reasons and basis therefor (5 U.S.C. §
557(c)(A); 19 C.F.R. § 210.53(d))

D. Typical Table of Contents (Patent Cases)

1.

Z.

8.

Procedural History
Fact Background/Description of Subject Matter
Findings of Fact
a. Jurisdiction
b. Parties
c. Patents in Issue
d. Validity end Enforceability of Pstents
e. In!éin;nunnt of Patents
£. - Domestic Industry
{1! Definition
| (2) Bfficient and Economic Operation
(3) Injury :
Cpinion

a. Background and Susmary of Issues tnr;::izltiﬁn usually
trscks Findings)

Conclusions of Law
(Adjudicating all elements of Sectiom 337)

Recommendation, Certiflcation ko Commission and Order for in
camers treatment

Appendices, o.g., Patents-in-issue, Exhibit Lists

Length has varied from 5 to 200 + pages

Public (Non-Confidential) Versiom of Initial Determination Issued

and Errata Filed

Case no inn;lr huiqri Administrative Law Judge whea Initial

Determination is filed with Commission
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Final Determination by Commission

The Initial Determination of the Administrative Law Judge, filed pursuant
to 19 C.F.R. § 210.53(a), becomes the Final Determination of the
Commission unless, within 30 days of the filing, the Commission orders
review of the Initial Determination on a petition for review, pursuant to
19 C.F.R. § 210.54, or on its own motion, pursuant to 19 C.F.R. § 210.55
{19 C.P.R. § 210.53(h))

A. Public Hearing to hear oral arguments on:

1-

Review (in whole or in part) Administrative Law Judge's Initial
Determination (19 C.F.R. § 210.54)

Appropriate relief (exclusion of articles from entry into U.S.
(unless under bond) or cease and desist order) (19 C.F.R. §
210.55)

Effect of relief upon the public interest
Proper amount of bond during Presidential review period (&0

days following Commission's Final Determination) (19 U.S.C. §
1337(e))

B. Commission's Determination served upon parties

1.

Petition for Reconsideration (1% C.F.R. §210.58)

Filed within 14 calendar days after service of Commission
Determination

Limited to new questions raised by Determination or action
ordered to be taken thereunder and upon which petitioner had no
opportunity to submit arguments

Opposing answer must be filed within 5 days after service of
Petition

Does not stay effective date of Determination and action
ordered thereunder

D. Appeals of Commision Determination to the CAFC (19 C.F.R. § 210.61)

1.

CAFC has jurisdiction to review final determinations of the
Commission

The standard of review is the "substantial evidence™ test.

General Motors v. U.8.I.T.C., 687 F.2d 476, 480 (C.A.F.C. 1982)
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APPENDIX J

SELECTED FOREIGN LAWS RELATING TO COUNTERFEITING
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Australia

The Trade Marks Act 1955, as amended, is the principal statute relating
to trademarks in Australia. It establishes a two-tier registration system
{Parts A and B) and provides remedies for infringement of registered marks. 1/

Infringement; counterfeiting

Infringement is defined as the unauthorized use of a mark "which is
substantially identical with, or deceptively similar to, the trade marks, in
the course of trade, in relation to goods or services in respect of which the
trade mark is registered." Act, article 62.(1). This is a broader definition
than is employed in United States law since likelihood of confusion need not
be proven; however, infringement is limited to the class of goods for which
the mark is registered. This definition of infringement applies only to marks
on part A of the Register, il.e., marks which are distinctive. For marks on
part B of the Register, i.e., generally, marks which are not distinctive or
capable of becoming distinctive, relief will be denied if the defendant shows
"that the use of the mark of which the plaintiff complains is not likely to
deceive or cause confusion or to be taken as indicating a connexiom in the
course of trade between the goods or services in respect of which the trade
mark is registered and a person having the right, either as registered
proprietor or as registered user, to use the trade mark.” Act, article
62.(2) This provision interjects the likelihood of confusion not as an
element of infringement to be established by a plaintiff, as in the United
States, but as an element of defense to be proven by-the defendant.

Counterfeiting ;;uld clearly constitute trademark infringement under the
Australian law.

Procedure; relief

The relief available includes injunctive relief and, at the option of the
plaintiff, either damages or an account of profits. Act, article 65. Actions
for infringement may be begun in the Supreme Court of a 3tate or territory but
may be transferred as appropriate. Act, articles 67, 113. Appeal is to the
Federal Court of Australia. Act, article 114(2). By leave, an appeal may lie
to the High Court. Aet, article 114 (3).

Counterfeiting of trademarks is speciflcally contemplated by certain
penal provisions of the Act, which provide that a person shall not forge &
registered trademark, falsely apply a registered trademark to goods or
services, or make disposal of or possess an implement for forging a registered
trademark. Act, article 98 (1) The penalty is 3 years imprisonment. There
are no similar penal provisions in U.3. law. A defendant may defend himself
by establishing no intent to defraud, but the burden of proof is on him. Aet,

article 98 (2). Furthermore a person who sells goods to which a forgery of a
registered trademark has been applied may be fined $200 (Australian), although

1/ There are two other tiers as well: Part C, for certification trade marks
and Part D, for defensive trade marks.



203

he may avoid this penalty by establishing no intent to defraud. Act, article
99, To knowingly import goods bearing a forgery of a registered mark carries
a $200 (Australian) fine. Act, article 100. Furthermore, all the foregoing
offenses involving counterfeiting may result in forfeiture of all goods and
implements involved. Act, article 101. FPFinally, a person in Australia who
aids and abets any activity outside Australia which would be an offense if
committed in Australia may be fined $200 (Australian). Act, article 102.

Prohibition of importation by customs
The registered owner or user of a trademark may notify the

Comptroller-General of Customs that he objects to the importation of goods
bearing a mark identical or substantially identical to the registered mark.

Act, article 103(1l). Customs will then prohibit importation and seize
infringing goods. However, if no intent or negligence is involved, the goods
may be turned over to their owner or importer, on condition that the improper
marks are removed or altered or the goods exported. Before taking any actionm
Customs may require the registered owner or user to provide security. If the
use of the trademark is ultimately determined to be fraudulent, Customs may

require the importer to produce documents relating to the goods and the names
of the consignee and transmit this information to the registered owner or
user. Act, article 104,

Belgium; The Netherlands; Luxembourg

The Unified Benelux Act on Trademarks ilithi principal statute relating
to trademarks in Belgium, the Netherlands, and Luxembourg. It establishes a

uniform registration system supplanting the previous national registration
systems. It also provides certain rights to the owner of marks; however, the
remedies available and procedures to obtainm these remedies are governed by
national law.

Infringement; counterfeiting

Infringement is defined as the unauthorized use of a registered mark or a
like symbol for the goocds for which the mark has been registered or for
similar goods. Law, section 13A.1. Likelihood of confusion is not an element
of infringement as it is under U.S3. law. Further, the trademark owner may
oppose any other commercial use made of the registered mark or a like symbol
without valid reason, where prejudice may be caused to the owner of the
registered trademark, and he may claim any damage which he may suffer by this
use. Law, section 13A.2. In determining whether goods are similar, no
account is taken of the administrative classification adopted for the
registration of the trademark. Law, section 13B. Translations of the
registered trademark into any one of the Benelux languages are similarly
protected. Law, section 13C. Counterfeiting is not specifically provided
for, but as the epitome of infringement it is clearly actionable under the
statute. 1/

1/ The provisions mentioned are for individual marks; similar provisions
apply to collective marks. Law, section 26.
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Brocedure; relief

Under the statute, an action for infringement 1s brought by the
registered owner in the appropriate court of first instance in the Benelux
country where the defendant ls domiciled. If this is inadequate, then the
appropriate court of first instance is that where the plaintiff resides or is
domiciled., Law, section 3J7A. Any national court may refer a question of
interpretation to the Benelux Court.

.-—As is typical im c¢ivil code countries, pre-trial discovery in
the appropriate court of first instance is limited and the ktrial itself is
conducted intermittently unmtil all issues have been fully aired. Decisions
are usually rendered in open court and may include costs and interest. Appeal
is ultimately to the Belgian Supreme Court.

Injunctive relief and damages may be awarded for infringement. The
injunction may require the infringer, under penalty of fine, to report his
suppliers and purchasers and to notify his customers of the infringement. On
complaint of the trademark owner, counterfeiting or fraudulent use of a
registered trademark may result in public prosecution and forfeiture of the
gocds involved. A preliminary injunction may be granted under the conditions
imposed by national law. There are penal sanctioms for infringement but no
provisions for notifying the customs authorities to prohibit the importation
of infringing goods. -

ds.--In the Netherlands, actions for trademark infringement
are brought in the apppropriate court of first instance which is the District
Court. The procedure is similar to that for Belgium, as is the relief
granted. However, Dutch law provides for a summary proceeding for injunctive
relief which may result in a decision 1 or 2 months after filing. This
summary proceeding may be concurrent with a full proceeding in which damages
can be awarded. Appeal is to the Court of Appeals and then to the Supreme
Court of the Netherlands. There are penal sanctions for infringement but no
provisions for barring importation of infringing goods by notifying the
customs suthorities.

urg.-—In Luxembourg, the procedure is similar to that for Belgium,
as is the relief granted. There are no provisions for barring importation of

infringing goods by notifying the customs authorities.

Brazil

The principal statute relating to trademarks in Brazil is title II of the
Industrisl Property Code, Law No. 35772 of December 21, 1971, including
Decree-Law No. 7903 of August 27, 1937 (title IV, arts. 173, 179 to 189).

Infringement; counterfeiting

Persons are liable for infringement if they reproduce, without the
necessary authorization, or imitate, in such & manner as to create confusion,
industrial marks or trademarks. A person who uses a mark referred to in the
preceding sentence or sells or places on sale a product distinguished by such



205

a mark, or uses a mark which indicates a false origin or sells or places on
sale a product distinguished by such a mark is also liable for infringement.

Decree-Law, arts. 179, 180-189.

dure: relie

The relief available includes a civil action for damages, and an
injunction is provided for. In addition to an injunction and damages, the
trademark owner may request the seizure and destruction of a counterfeit or
imitated mark, including the packages or products bearing the mark, if
necessary. Decree-Law, article 184, A criminal action is possible and may
result in imprisonment from one to six months or a fine from 500 to 5,000
cruzeiros. There is a separate provision for imprisonment from 3 months to 1
year and a fine from 1,000 to 15,000 thousand cruzeiros. Decree-Law, art.
175. Decisions usually take about ? years in civil cases. Some attorneys
fees and costs may be recovered. The unlawful use of a mark reproducing or
imitating a well-known mark registered in Brazil constitutes an aggravation of
the offense. Law, art. 67.

Both civil and criminal actions may be preceded by court-ordered search
and seizure proceedings, which may be ex parte. In the case of industrial or
commercial establishments legally organized and in public operation,
preliminary remedies are restricted to the official investigation, and to the
seizure of products or articles, ordered by a court. Decree-Law, art 186.
Preliminary injunctive relief is not nv:ilnﬁ;u.

ohibition of im

Products bearing forged or imitated marks may be seized ex officio by the
customs authorities during their inspection as part of the court-ordered

search and seizure. Decree-Law, art. 185.

Canada

The Trademarks Act 1952-1953, as amended, is the principal statute
relating to trademarks in Canada. It establishes a registration system for
trademarks, accords registered trademarks certain benefits, and provides
remedies for infringement of registered marks.

Infringement;: counterfejiting

Infringement is defined as the unauthorized selling, distributing, or
advertising of wares or services in association with a confusing trademark or
trade name. Act, section 20. Independently of infringement, however, the
statute also provides that "no person shall use a trade mark registered by
another person in & manner likely to have the effect of depreciating the value
of the goodwill attaching thereto.” Act, section 22.

There is no doubt that counterfeiting would come under both provisions.
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Erocedure; reljef

Actions for infringement are brought in the Federal Court from which
appeal lies first to the Federal Court of Appesls and then the Supreme Court
of Canada. Act, sections 55 and 61. The court may provide relief "by way of
injunction and the recovery of damages or profits, and may give directions
with respect to the disposition of any offending wares, packages, labels and
advertising material and of any dies used in connection therewith.™ Act,
section 353. Specific provision is made for interim orders impounding

infringing articles about to be distributed, which may be obtained ex parte.
Act, section 52. Security is required.

h a b us

The interim impoundment orders of section 52 are applicable to imported
goods. Purthermore, the court may bar future importationms.

France =

Law Neo. 64-1360 of December 31, 1964, as amended, is the principal
statute relating to trademarks in Prance. It establishes a registrationm
system and provides remedies for infringement of registered marks.

: gount *

There are two types of infringement: counterfeiting, in which the mark
is exactly copied, and imitation, in which the mark is not exactly copied but
is so similar that confusiom is possible. /

Procedure; relief

Actions for infringement are begun in the appropriate district court, the
French trial court of general jurisdiction (Tribunaux de Grand Instance).
Law, article 24. Before filing the action, the plaintiff may obtain a search
and seizure order for inventory and records by one of two methods. In the
first method, provided for by article 25 of the Law, the plaintiff may obtain
an order from the President of the Court to be executed by him and any experts
of his choice, accompanied by the bailiff. Seizure is limited to samples of
the infringing goods and is accomplished by a forced sale by the bailiff. The
plaintiff must file a civil or criminal action within 15 days after search and
seizure, or any inventory and seizure will become void. Law, article 26.
Because of this time limitation, most plaintiffs use the second methoed, the
Constat sur Ordinnance, which does not have a limitation of actiom provisionm,
but does provide that svidence obtained cannot be used after a lapse of 3

years.

Following the search and seizure, the complaint (assignation) is filed in
the district court. Plaintiff and defendant then file and exchange
documentary evidence and argument for about & months after which the case is
argued and a decision rendered. Appeal is to the Court of Appeal (Cour 4'
Appel) and thence to the Supreme Court (Cour de Cassation).



207

Damages and injunctive relief are provided for generally in the Civil
Code. The Penal Code provides a fine of 500 to 15,000 francs or imprisonment
from 3 months to 3 years or both for counterfeiting and fraudulent application
of the mark of another. Law, article 27. It also provides a fine of 3500 to
10,000 france or imprisonment from 1 month to 1 year or both for fraudulent
imitation. Law, article 38. Prison sentences are quite rare, however. The
penalties may be doubled for repeat offenders. Law, article 30. Furthermore,
of fenders may be barred from participating in the election of tribunals and
chamber of commerce and industry, chambers of agriculture and conciliation
boards for up to 10 years. Law, article 31. The court may also order that
its judgment be published in all such newspapers as it designates. Law,
article 31. In case of counterfeiting and fraudulent imitation, the court may
also order the confiscation of the involved goods and the implements used to
counterfeit the marks and order destructionm of the counterfeit marks.

Law, article 32.

ta b

Infringing goods may also be seized by custome suthorities im pursuance
of a search and seizure order, as mentioned above.

West Germany

The Trademark Law of January 2, 1968, as amended, is the principal
statute relating to trademarks in West Germany. It establishes a registration
system and provides remedies for infringement.

Infringement: counterfeiting

, Infringement is defined as the unlawful use, in the course of trade, of
the name, the name of the firm, of another person, or a protected trademark on
goods or their packing or wrapping, or in advertisements, price lists,
business letters, prospectuses, invoices, or the like, or who puts on the
market any goods thues unlawfully marked. Law, article 24. Counterfeiting
would clearly come within this provision.

Procedure; relief

Actions for tredemark infringement are begun in the district court
(Landgericht). However, if the validity of the trademark is challenged, this

issue must be tried separately in the Federal Patent Court. As is usual in
civil law countries, there is little or no discovery., and the trial consists
of filings and exchanges of documentary evidence and argument by the parties
and terminates with an oral hearing in which the judges, not the lawyers,
control the proceedings. Appeal is to the Court of Appeals (Oberlandesgericht)
and thence to the Federal Supreme Court (Bundesigerichtshof).

Injunctive relief is granted and, if the infringement is intentional or
negligent, civil damages may be awarded, and unlawful markings removed, or the

offending articles destroyed. Law, articles 24 and 30. If the infringement
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is intentional, imprisanment or a fine may be assessed; the sentence may be
published on the instance of the plaintiff. Id. Costs and attorney fees may
be awarded. Preliminary injunctions may be granted if the plaintiff can show
8 clear case of infringement and reasons why a preliminary injunction is
necessary.

Brohibition of importation bv customs

On payment of a security deposit, a trademark owner may have customs
officials seize foreign goods unlawfully bearing the name of a German firm and
locality or a protected distinguishing sign. Law, article 28. The illegal
markings are then ordered to be removed and if they are not, the involved
goods will be confiscated.

Hong Kong

The Trademarks Ordinance No. 47 of 1954, as amended, is the principal
statute relating to trademarks in Hong Kong. It establishes a two-Ltier
registration system (parts A and B) snd provides remedies for infringement.
To be registrable in part A, the trademark must be distinetive. Ordinance,
section 9. To be registrable in Part B, the trademark must have been used in
good faith in Hong Kong for not less than Z years upon or in connection with
goods for the purpose of indicating that they are goods of the proprietor of
the mark by virtue of manufacture, selection, cartiflantiun. dealing with or
offering for sale. Ordinance, secticn 10.

f ement: ¢ £

Infringement is easier to establish for part A registrations than for
part B registrations. Part A registrations are infringed--

"by any person who, not being the proprietor of the trade
mark or a registered user thereof using by way of the
permitted use, uses a mark identical with it or so nearly
resembling it as to be likely to deceive or cause
confusion, in the course of trade, in relation to any
goods in respect of which it is registered, and in such
manner as to render the use of the mark likely to be taken
either—-

(a) as being use as a trade mark; or

(b) in a case in which the use is used upon the goods or
in physical relation thereto or in an advertising circular
or other advertisement issued to the public, as importing
a reference to some person having the right either as
proprietor or as registered user to use the trade mark or
to goods with which such a person as aforesaid is
connected in the course of trade. (Ordinance, section 27.]

Infringement of part B n:rkl is defined similarly, but with the following
caveat:
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. . no injunction or other relief shall be granted ko
thn plaintiff if the defendant establishes to the
satisfaction of the Court that the use of which the
plaintiff complains is not likely to deceive or cause
confusion or to be taken as indicating a connexion in the
course of trade between the goods and some person having
the right either as proprietor or as registered user to
use the trade mark. [Ordinance, section 28.]

In both cases infringement must be with respect to the class of goods for
which the mark is registered. Counterfeiting as defined in this investigation

would clearly come within these infringement provisions.

Procedure; relief

Actions for trademark infringement are usually begun in the High Court,
from which appeal may be taken to the Court of Appeal in Hong Kong and thence
to the Privy Council in Great Britain. An injunction and damages, as well as
a forfeiture of infringing items may be decreed. Costs and attorney fees are
recoverable. Ordinance, sections 75, 81. A preliminary injunction may be
obtained in accordance with British law on the point. Preliminary ex parte
search and seizure orders may also be available.

tation by cust

There are no specific provisions for prohibition of infringing imports by
customs officials.

Italy

The principal trademark statute is the Trademark Law, Decree No. 929 of
June 21, 1942, as amended, which establishes a registration system for

trademarks. Trademark rights are created by registration and consist of the
exclusive use of the trademark to distinguish the products or the goods
manufactured or offered for sale or imported for commercial purposes.

Infringement; counterfeiting

The law prohibits the unlawful use of a mark, particularly use which may
cause confusion on the market with other marks known as distinctive devices of
other products or goods, or which may mislead in the choice of goods or injure
the exclusive rights of a third party. Law, article 11. This definition
includes counterfeiting. An action for trademark infringement does not
require damages. PFurthermore, it extends not only to the products designated
in the registration, but also to similar goods or those similar in function
and in the same channels of distribution.
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Procedure; relief

Proceedings relating to trademarks are personal proceedings. Law,
article 55. Actions are brought before the court having jurisdiction in the
domicile of the defendant, or if he has no domicile, that of the plaintiff.
Law, article 36. If neither are domiciled in Italy, the Court of Rome is
competent. Jd. Actions may also be brought in the district where the acts
occurred. Law, article 57.

Both civil and criminal sctions are brought before the Magistrate's Court
(Pretura) or Civil and Penal Tribumals (Iribunali Civili e Pemoli), depending
on the sums and priscn terms involved. Appesal ls to the Court of Appeal
(Corte d'Appello) and from thence to the Court of Cassastion (Corte di
Cassazione). Constitutional and serious state questions come before the
Constitutional Court (Corte Constituzionale).

The trademark owner may ask the court to order the search and description
or seizure of offending articles and the means for obtaining those articles.

Law, article 61. The court may issue such an order ex parte but may require
appropriate security. Jd. The description and seizure are carried out by an

officer of the court with, perhaps, one or more experts. Jd. The trademark
owner may attend the execution of the order and may be accompanied by his own
experts. Id. The description and seizure are valid for only 8 days unless a
proceeding on the merits has been commenced. Law, article 62. During the
proceeding, the court may issue a preliminary injunction. Law, article &3.

The court may order injuctive relief. It may also order that all words,
figures, or devices by which the infringement was accomplished, be destroyed,
including the articles themselves. Law, article 66. Damages may also be
ordered and the judgment may fix a sum to be paid for further infringement and
any delay in complying with the other terms of the judgement. JId. Any
judgment may be printed in one or more newspapers at the expense of the losing
party. Law, article 65. '

The Italian Penal Code contains special provisions for trademark
counterfeiting. Whoever infringes or alters either Italian or foreign
trademarks or otherwise makes use of such infringed or falsified marks may be
liable for up to 3 years' imprisonment and a fine of up to 800,000 lira.

Penal Code, article 473. In addition, those who introduce into Italian
commerce products having infringed or altered Italian or foreign marks are
liable for up to 2 years' imprisonment or a fine of up to 800,000 lira. Penal
Code, article 474, Convictions may be published. Penal Code, article 475.
Any person who offers industrial products in Italy or elsewheres having
infringed or altered names, marks, or distinctive devices, which damages the
Italian industry is punishable by imprisonment of from 1 to 5 years and a fine

of not less thanm 200,000 lira. Penal Code, article 514, Any person who
passes off a substitute article to a purchaser is punishable for up to Z years
or a fine of up to 800,000 lira. Penal Code, article 515. If valuables are
involved, the term may be increased to 3 years and the fine must not be less
than 40,000 lira. Jd. Any person who offers industrial products with Italian
or foreign names, marks, or distinctive devices, capable of misleading
purchasers as to their origin or quality, may be imprisoned for up to 1 year
or fined up to 400,000 lira. Penal Code, article 517.
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Prohibition of importation by customs

Italy has no provision for prohibiting entry of infringing articles by
customs.

Japan

The Trademark Law (Law No. 127 of April 13, 1959, as amended ko 1970,
further amended by Law No. 46 of 1975), is the principal statute relating to
trademarks in Japan.

Infringement; counterfeiting

The owner of a trademark right has the exclusive right to use the
registered trademark for the designated goods. Article 25. It is
infringement for another to use a mark identical or similar to the registered
trademark on goods identical or similar to the designated goods. It is also
infringement (1) to possess the designated goods or similar goods bearing a
mark similar to the registered trademark for the purpose of delivery to
another; (2) to possess implements or materials for applying & mark similar to
the registered trademark on the designated goods or similar goods; (3) to
deliver, or hold for the purpose of assignment or delivery, instruments for
applying a mark similar to the registered mark on the designated goods or
similar goods; (4) to manufacture or import instruments for applying a mark
similar to the registered mark on the desigiated goods or similar goods; or
(5) to manufacture, assign, deliver or import, im the course of trade,
articles to be used exclusively for manufacturing instruments for applying a
mark similar to the registered trademark.

Procedure; relief

Actions for infringement are begun in the appropriate district court,
from which appeal may be had to the High Court and thence to the Supreme
Court. The court may enjoin a person who is infringing or is likely to
infringe and order the destruction of the articles by which the act of
infringment was committed or other measures necessary to prevent further
infringement. Article 36. Where the person has intentionally or negligently
infringed, compensation for damage caused may be awarded; the profits gained
by the infringer through the infringement are presumed to be the amount of
damage suffered by the owner. The owner of a trademark right may claim an
amount of money which he would normally be entitled to receive for the use of
the registered trademark as the amount of damage suffered by him but is not
precluded from damages exceeding the amount referred to. Article 38. The
court may also order an infringer to take measures for the recovery of the
business reputation of the trademark owner, such as a public letter of
apology. Article 39.

Any person who has infringed a trademark right or a right of exclusive
use ls liable to imprisonment with labor or a fine. Article 78.

Summary ex parte proceedings are available for temporary injunctions.
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Prohibition of importation by customs

Artiecle 21 of the Law concerning the Establishment of Tariffs (Law No.
54, 1910) prohibits importation of goods which infringe.

Hepublic of Korea

The principal trademark statute in the Republic of Korea is the Trademark
Law, Law No. 71 of November 28, 1949, as amended. The law provides a
registration system for trademarks; trademark rights are created by
registration and consist of the exclusive right to use the registered
trademark with respect to the goods noted in the registration.

Infringement; countecfeiting

Infringement is the use of a trademark identical with or similar to the
registered trademark of another on goods identical with or similar to the
goods for which the mark is registered. It is also an infringement to

deliver, sell, counterfeit, imitate, or possess a trademark identical with or
similar to the registered trademark of another, for the purpose of using or
causing a third party to use such trademark on goods identical with or similar
to the designated goods for which the mark is registered. It is also an
infringement to manufacture, deliver, sell, or possess instruments for the
purpose of counterfeiting or imitating a registered trademark of another or
causing a third party to counterfeit or imitate such trademark. Article 36.

This definition clearly includes counterfeiting.

Procedure; relief

Actions for trademark infringememt are brought in the district court.
Appeal is to a three judge panel of the district court and thence to the
Supreme Court. The court may order damages and injunctive relief as well as
ordering destruction of the infringing marks and the means for making and
applying them. Damages in an amount equivalent to the profits normally gained
through use of such trademark over and above the infringement profit may be
claimed. However, the total amount of compensation cannot exceed three times
the amount of the damage suffered. Article 37. The court may also order the
necessary measures to restore the business reputation of the owner of a
trademark right upon the request of the owner, instead of or in addition to
the payment of damages by any person who has infringed the trademark right
intentionally or negligently and thereby caused prejudice to the business
reputation of the owner. Article 139.

Preliminary injunctive relief may also be granted. There are also penal
provisions:
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Article 60. (Offense of Infringement)

Any person who has infringed a trademark right provided
under Article 36 shall be liable to imprisonment for a
term not exceeding five years or to a fine not exceeding

ten (10) million won.

Criminal proceedings are begum by indictment filed by the publiec
prosecutor in the district court which because of the length of the potential
prison term, sits as a three judge panel. Appeal is to the High Court and
thence to the Supreme Court.

Prohibition of importation by customs

There are no provisions for prohibition of infringing imports by the
custome authorities.

Maxico

The principal trademark statute is the Law on Inventions and Marks of
1976, as amended. The statute creates a registration system for trademarks;
the right to exclusive use of a mark is obtained by registration.

nt; counterfeitin
Infringement is defined as--

II. Using & mark which is confusingly similar to another mark
which is registered, if such confusion has been declared by the

"SEPAFIN" 1/, to protect the same or similar products or
services as those protected by the registered mark.

III. Using, without the consent of its title holder, &
registered mark as an element of a commercial name or a
corporate name, provided that such names are related to
establishments which operate with the products or services
protected by the mark. [Article 210.]

Brocedure; relief

The foregoing are deemed "administrative infractions" and are punishable
as follows:

Article 225. Administrative infractions to this Law or to the
other provisions derived from it shall be sanctioned by:

1/ The "SEPAFIN" is the commonly used Spanish acronym for the Secretariat of
Patrimony and Industrial Development, an arm of the Federal Executive, which

has administrative responsibility under the statute.
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I. A fine of from one hundred to one hundred thousand pescs. In
case the infraction persists fines may be imposed for each day
which passes without the corresponding mandate being obeyed,
provided it does not exceed the corresponding mazimum amount.

II. The temporary closing, up to 60 days.
III. The definitive closing.
IV. Administrative arrest, up to 36 hours.

In addition, certain acts, as follows, are crimes:

Iv. To use, without the consent of its title holder, a
registered mark to distinguish the same or similar products or
services which that one protects.

Y. To offer for sale or place in circulation the products
referred to by Sections I, II and IV of this Article or those
covered by Section II of Article 210, notwithstanding the
declaration of confusion provided for therein, or likewise,
products protected by a registered trademark after altering
them. Provisions of the present Section will be applicable,
where pertinent, in regard to service marks.

VI To offer for sale or place in circulation products
protected by a registered trademark, after having altered,
substituted, or omitted it, partially or totally.

[Article 211.]

Such erimes are punished as follows:

A sentence of 2 to 6 years in prison and a fine of one
thousand to one hundred thousand pesos, or at the discretion of the
judge only one of these penalties, will be imposed on the person who
commits any of the crimes referred to in the preceding Article.
[Article 212.]

These administrative and criminal provisions are in addition to ecivil
damages. Law, article 214, Administrative sanctions are conducted before the
"SEPAFIN™ and may be reviewed by it within 15 working days. Law, title X,
chapter V. Actions for injuctions and civil damages are begun in the Federal
or State courts, at the option of the plaintiff; criminal actions are brought
exclusively in the Federal courts by the Attorney General. Law, article 215.
Criminal actions, however, can only be begun if the "SEPAFIN™ has declared the
existence of the act which is a crime. Law, article 213. The "SEPAFIN™ has
considerable power to obtain information and to conduct searches of a '
suspected infringer's premises. Law, title X, chapter II.

There are no provisions in the law for preliminary injunctions,

Prohibition of importation by customs

There is no provision for barring infringing imports by the customs
authorities.
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Nigeria

The Trade Marks Act 1965 is the principal statute relating to trademarks
in Nigeria. It creates a register for trademarks which is in two parts: Part
A of the register is for inherently distinctive marks; part B is for marks

which are capable of becoming distinctive.

n - unce n

Registration in part A of the register gives the proprietor the exclusive
right to the use of the trademark in relation to the goods for which the mark
is registered. The exclusive right is deemed to be infringed by a person who,
not being the proprietor of the trademark or a registered user, uses a mark
identical with it or so nearly resembling it as to be likely to deceive or
cause confusion, in the course of trade, in relation to any goods for which it
is registered, and in such manner as to render the use of the mark likely to
be takem either as being use as a trademark or where its use is upon the goods
or in physical relation thereto or in advertising matter, as importing a
reference to some person having the right either as proprietor or as
registered user to use the trademark or to goods with which such person is
connected in the course of trade. Act, sections 5(1) to (3) and 43(3) to (5).

Registration in part B of the rigister gives the same exclusive right;
however, in the case of such registrations, no relief is granted in
infringement proceedings if the court is satisfied that the use complained of
is not likely to deceive or cause confusion or to lead to the belief in a
connection in the course of trade between the goods and a person entitled to
use the trademark. Act, section 6.

dure: re

Actions for infringement are begum in the appropriate High Court, from
which appeal may be taken to the Federal Court of Appeal and thence the
Supreme Court. The court may award damages and injunctive relief.

Brohibition of importation by customs

There is no provision for barring infringing imports by the customs
authorities.

Philippines

The Trade Marks Law (Republic Act No. 166), as amended, is the principal
statute .elating to trademarks in the Philippines. It creates a registration
system for trademarks, comprising & Principal Register and Supplemental
Register, similar to the Lanham Act. Act, chapters II-A and IV-A.



216

Infringement; counterfeiting

A certificate of registration of a mark on the Principal Register is
facjie evidence of the registrant's ownership of the mark and of the
exclusive right to use the mark in connection with the goods or services
specified in the certificate. Act, section 20.

Infringement is defined as the use without consent, of any reproduction,
counterfeit, copy or colorable imitation, of any registered mark on or in
connection with the sale or advertising of goods where confusion or deception
is likely, or to apply such reproduction, counterfeit, copy or colorable
imitation to labels, signs, prints, packages, wrappers, receptacles, or
advertisements intended to be used upom or in connection with such goods or
services. Act, sectionm 22.

ocedure: lie

Any person entitled to the exclusive use of a registered mark may recover
damages for infringement by way of civil action in the appropriate Court of
First Instance. Appeal is to the Court of Appeals and thence to the Supreme
Court. The measure of the damages is either the reasonable profit which the
complaining party would have made, or the profit which the defendant actually
made; in the case of difficulty in ascertaining the measure of damages, the
court may award a ressonable percentage of defendant's gross sales. Where
intention to mislead the public or to defraud the complaining party is shown,
the damages may be doubled. The complaining party may also be granted an
injunction. Act, sectiom 23.

The court may also order the destruction of labels, signs, prints,
packages, wrappers, receptacles, and advertisements in the possession of the
defendant, bearing the registered mark or any reproduction, counterfeit, copy
or colorable imitation, and the implements used to make them. Act, section 2Z4.

In addition it is & criminal offense, punishable by imprisonment and/or
fine (1) to substitute the trademark of another manufacturer or dealer or a
colorable imitation thereof for the trademark of the real manufacturer or
dealer upon any article of commerce and selling the same; (2) sell or offer
for sale such articles of commerce, knowing that the trademark has been
fraudulently used on such goods; (3) use or substitute, in the sale or
advertising of services, another person's servicemark or & colorable imitation
thereof; (4) knowingly reproducing a mark or colorable imitation in order to
enable another to make the fraudulent use referred to above. Revised Penal
Code, article 188, as amended by Republic Act No. 172 of 1947, section 1.

ust

The importation of articles copying or simulating a trademark on the
Principal Register is prohibited. To implement this a trademark owner may
register his mark with the Bureau of Customs. Act, section 35. '
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Portugal and Macao
Macao is a dependency of Portugal to which Portugese metropolitan law has
been extended. The principal trademark law of Macao is thus the principal
trademark law of Portugal, which is the Industrial Property Code established

by Decree No. 30679 of August 24, 1940.

Infringement; countarfeiting

Any person who adopts a mark to distinguish the products of his economic
activity enjoys the ownership and exclusive right of use thereof, provided
that he complies with the statutory requirements, particularly as regards
registration. Article 74. It is an infringement to imitate the registered
mark of another without his consent.

Erocedure; relief

Actions for infringement are begum in the TIribunais de Comarca from which
appeal may be taken to the appropriate Tribunal de Relacces and thence to the
Supreme Tribunal de Justica in Lisbon. Damages and injunctive relief may be
awarded. In addition, infringement is punishable as a criminal offense by
fine and/or imprisonment. Articles 217 and 218.

The public prosecutor or the interested parties may request searches,
examinations, inspections, or any other measures for discovering or verifying
the offenses provided for by the Code; the seizure of the involved goods; the
confiscation and destruction of instruments for commission of the offense; and
the confiscation and destruction of the imitated or counterfeit marks.

The goods seized represent the security for payment of the fines, costs
of litigation and compensation. They may, therefore, after evaluation, be
awarded to the interested party or sold at public auction, the unlawful marks
and other signs or indications having been destroyed beforehand. Where the
seizure has not been requested by the public prosecutor, the interested
parties must first deposit security. The seizure is revoked and the
petitioner required to compensate the damage if he does not institute
proceedings within 30 days from the time when the measure was taken or if he
does not, within the same period, intervene in the proceedings. Article 228.

] m ation by customs

The customs authorities seize on exportation or importation all products
bearing infringing marks. Seizure is made ex officio as a preventive measure,
by the competent customs authorities, who immediately inform the interested
party. The latter may have the preventive seizure revoked. Preventive
seizure may subsequently be confirmed or redemanded by the competent judicial
suthority, at the request of the public prosecutor or of the injured party.
Article 229. ; ! '
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Saudl Arsbis

The principal trademark statute in Saudi Arabia is High Decree No. 8762
of 28.7 1358 8.H., as smended by Council of Ministers Resolution No. 6é of
June 4, 1974 and Royal Decree No. M/24 of 23.6 1394 3.H. )1/ This statute
creates a registration system for trademarks.

Infringement; counterfeiting

Any person who forges a registered mark or imitates a registered mark or
uses a forged or imitated mark with intent to deceive is an infringer.
Article 27(a). It is also an infringement to place a mark owned by another on
one's goods in order to deceive. Article 27(b). Finally, it ls an
infringement to knowingly sell or possess articles bearing a forged, imitated
or unlawfully placed trademark. Article 27(c). Counterfeiting clearly comes
within these provisions.

Procedure; relief

All actions for infringements are brought before the Supreme Commercial
Council by the public prosecutor before whom any complaint must be filed in
the first instance. Articles 29 and 30, The Council may award damages and
levy a fine or imprisonment up to & year upon the infringer. Articles 27
and 31. If the articles bearing the infringing mark have been imported and
the actual infringer is not in the Kingdom, the importer is liable in his
stead. Article 32. Penalties are doubled for repeat offenses. Article 35.
The Council may order the seized goods confiscated and the unlawful marks and
any instruments used to apply them, to be destroyed. Article 35. 2/

An owner of a registered mark may as a prtli-inlrr measure, apply to the

police authorities for a search and seizure, but must initiate an action
within 8 days thereafter. Article 3Ja.

Erohibition of imporfation by customs

On application, the customs suthorities will conduct a search and seizure
as a preliminary to litigation. Article 34,

3ingapore

The principal trademark statute in Singapore is the Trademarks Act, which
creates a registration system similar to that of the United Kingdom.

1/ See, Karam, ? Business Laws of Saudi Arabia (Graham & Trotman Ltd.,
London, 1982).

2/ A legal action may also be brought for unfair competition under the
pertinent laws. Article 39,
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nfri unterfeitin

Infringement is defined similarly to the United Kingdom statute, infra.

Procedure; relief

Actions for trademark infringement are begun in the High Court from which
appeal may be taken to the Singapore Court of Appeal and thence to the
Judicial Committee of the Privy Council in London. The Court may award
damages and injunctive relief.

Prohibition of im tatio

There is apparently no provision for barring infringing imports by
customs authorities.

Taiwan

The principal trademark statute is the Trademark Law, as amended,
January 26, 1983. The statute provides a registration system for trademarks.
The right to exclusive use of the trademark begins on the date of registration.

Infringement; counterfeiting

Trademark infringement is only generally defined but includes
counterfelting.

dure: [

Actions for trademark infringement are begun in the district court From
which appeal may be taken to the High Court and thenm to the Supreme Court.
The Executive Yuan is to coordinate with the Judicial Yuen to establish a
special patent and trademark court. Indeed, there are already special courts
in the Taiwan High Court, Nos. 12 and 13, designated to hear cases relating to
industrial property rights. A major stumbling block to access of U.3. firms
to Taiwan courts appears to be on its way to removal. Until recently, only
companies registered in Taiwan could sue in Taiwan courts, excluding some U.S.
companies that were not registered in Taiwan. In March 1983, the Judicial
Yuan gave an advisory opinion that the ROC-USFCN treaty prevails over Taiwan
domestic law to permit unregistered U.S. firms to sue. This advisory opinion
is not binding, and there are those in Taiwan who dispute its correctness.

The relief generally svailable for trademark infringement iz as follows:
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0 Article 61 (In case of trademark infringement)

The trademark proprietor may, when the right ko
exclusive use of a trademark has been infringed by another
person, request such infringement be removed. If damages
are sustained, he may also claim damages.

The perszon requesting the removal of such infringement
referred to in the preceding paragraph may request that the
trademark and all relevant papers used in the commisslion of
infringement be destroyed.

- The Trademark Law contains a special provision for
infringement of a weall-known foreign trademark which is not
registered in Taiwan.

@ Article 672-1 (Foreign trademark infringement case and its punishment)

A person who, with intent to deceive others, uses a
trademark which iz identical with, or similar to, a
well-known foreign trademark not registered with the
Trademark Authority in respect of the same goods or goods in
the same class may be punished with imprisonment for not
more than 3 years or detention; in lieu thereof, or in
addition thereto, & fine of not more than 30,000 Yuan
(equivalent to NTD90,000).

The punishment stipulated in the preceding paragraph
shall be applicable only where the country of the proprietor
of the foreign trademark, by virtue of its law, or by
conclusion of & treaty or an agreement with Talwan, provides
reciprocal trademark protection. This shall also apply to
agreement concluded between groups or institutions from both
countries for reciprocal trademark protection approved by
the Ministry of Economic Affairs (MOEA) of Taiwan.

This protection is available only where the country of the trademark
owner extends similar priviliges to citizens of Taiwan. 1/

Other penal provisions are as follows:

o Article 62 (Trademark infringement and its punishment)

A person whose act falls under any of the following
circumstances shall be punished with imprisonment for not
more than five years or detention; in lieu thereof, or in
addition thereto, a fine of not more thanm 50,000 Yuan
(equivalent to NTD150,000):

(1) Using the device of a trademark which is identical
with or similar to that of another person's registered
trademark on the same goods or goods in the same class;

1/ The Board of Foreign Trade (BOFT), Ministry of Economic Affairs is to
prepare a list of such internationally known trademarks.
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(2) Applying the device of a trademark which is
identical with or similar to another person's registered
trademark to advertisements, labels, descriptionms,
quotations or any other documents in respect of the same
goods or goods in the same class, and displaying or
circulating the advertising materials said.

o Article 62-2 (Trademark infringement intended and its punishment).

A person who knowingly sells, displays., exports or
imports goods specified in the two preceding articles shall
be punished with imprisonment for not more tham one year or
detention; in lieu thereof, or in addition therto, & fine of
not more than 10,000 Yuan (equivalent to NTD30,000).

© Article 63 (Using another person's trademark as trade name
and its punishment).

Where a person using the name of another person's
trademark malafide ags a specific portion of the name of his
own company or trade firm and conducting business in
connection with the same goods or goods in the same class
fails to apply for change of the name on the register
despite a request for such change has been made by an
interested party, he shall be punished with imprisonment for
not more than one year or detention, in lieu thereof a fine
of not more than 2,000 Yuan (equivaleat to NTD&,000).

In addition to these penal provisions, the trademark infringer may be
liable for damages and enjoined from further infringement. Law, article 61.

Forfeiture of the articles involved may be imposed for contraventions of these
penal provisions. Law, article 62-3. In addition the trademark owner may

require him to publish the court's decision in local newspapers at his own
expense., Law, article 65. Damages are provided for as follows:

o Article 64 (Presumption on damages sustained).

The following shall be presumed to be damages sustained
due to infringement upon the right to exclusive use of a
trademark:

(1) The amount of profits which the infringer has
derived from the act of infringement;

{2) The decreased portion due to the infringement in the
amount of profits which the trademark proprietor normally
derives from the use of his registered trademark.

As of June 1983, the Taiwan Government reported 90 criminal trademark
counterfeiting decisions, compared with 178 for all of 1982. In other words,
the decision rate remains about the same. However, there is a considerable
difference in sentencing. As of June 1983, imprisonment was ordered in 71 of
the 90 cases, compared with 94 in all of 1982, Pines were levied in only 16
cases as of June 1982, compared with 79 in all of 1982.
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It is apparently possible to have the police authority conduct a raid on
a suspected infringer's premises to obtain evidence., This iz done by filing a
complaint with the police authority which then obtains a search warrant from
the district attorney's office.

The Executive Yuan through the Judicial Yuan is to request the judicial
authorities to expedite all counterfeiting cases, impose more severe
punishment, and impose sentences of longer than & months to avoid the
possibility of buying out by a nominal fine.

An anticounterfeiting committee has been established by the MOEA. It is
compased of MOEA agencies and representatives from the Ministry of Justice and
police units., Its function ls to collect informetion on counterfeiting and to
facilitate counterfeiting investigations. It has the power to refer cases to
the courts or to the Board of Foreign Trade. Prom January 1982 to June 1983,
the Committee referred 72 cases to the courts. In addition, as a prerequisite
to obtaining an export permit, regulations require presentation to the Board
of Foreign Trade evidence of ownership of any trademark registered in Taiwan
if it is applied to the involved articles or the buyer's right to use the
trademark if it is registered in & foreign country. In any event, all exports
must be marked "made in Taiwen.™ Intentional violation of these rules may
result in this withdrawal of all export priveleges. As of Auguat 1983, the
Board had considered 34 cases, compared with 45 for all of 1982. A penalty
was levied in 32 of these cases, compared with 44 in 1982.

ation by customs

There is apparently no provision for prohibition of imports by customs.
However, the customs authorities assist in implementing the BOFT export
regulations by spot checks, referring cases to the anticounterfeiting
committee,

United Kingdom

The principal trademark law is the Trade Marks Act, 1933, as amended. It
provides for a two-tier registration system. The owner of a registration has
the exclusive right to use the mark in relation to the goods of the
registration.

Infringement; counterfeiting

The register is in two parts: Part A (distinctive marks) and Part B

(marks capable of distinguishing). Infringement of a Part A mark iz defined
as the use of a mark identical or so nearly resembling the registered mark on
the goods of the registration in a manner likely to be taken as use as a
trademark or use in advertising by a person having the right to use the mark
on the goods. Act, section 4. The owner of a Part B registration has the
same rights as a Part A registration except that there is an affirmative

defense that there is no likelihood of confusion because people do not believe
there is a connection between the goods and somecne having the right to use

the mark, i.e., that the Part B registered mark is not a mark at all. Act,
sectiom 3.
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Procedure; relief

Actions for trademark infringement are usually begun in the Chancery
Divizion of the High Court by a writ served on the defendant, who must
answer. The plaintiff then serves a statement of claim, and the defendant
files his defense, after which procedures for discovery and the trial schedule
are set out by court order., Discovery is similar, but not nearly as
extensive, as discovery in civil litigation in the United States. The trial
itself is quite similar to trials in civil actions in the United States.

Decision of the High Court are appealable to the Court of Appeals and them to
the House of Lords.

Damages and injunctive relief may be awarded, and any infringing products
possessed by the defendant may be ordered altered or destroyed. Injunctive
relief may also be granted to restrain exportation of infringing goods if
deception or confusion abroad is likely. Costs may be awarded on a fixzed
schedule at the discretion of the court.

A preliminary injunction mey be awarded on terms similar to those in the
United States. The court may order such relief ex parte and may also issue ex

parte search and seizure orders as well as orders intended to freeze
defendants’' assats.

Brohibition of importation by customs
A trademark owner may request the Customs and Excise to bar infringing
imports.








