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At the sccond mecting of the working Pdrty of Exnerts on the Community trade
mark, discussion took place on whether the future Community system of trace
mark law should contain norovisions providing for the exhausticn of rights
arisina under the Comnunity trade mark even wherc proprietary qoods are first
olaced on the market by the pronristor of the trade mark or with his consent

cutside the Community (orincicle of internaticnal exhaustion).

In arder to answer this quastion, it is necessary, to find out whether the
introduction of international exhaustion is sssential on jrounds of Community
law, as a consequence of the functicn of trade merks or for reasons relating

to commercizal policy.

I. state of Community Lau

1. Il was clearly stated in the judgment of the Court of Justice of 15
June 1976 in the REHI/CBS case (cases 51, 66 and 946/5) that the arcvi-
sinns of the £EC Treaty rolating to tho froe movement of goods (srti-
cle 30 2t sea.) asxply only in resnact of tha movenent of goods between
fiember States, and that the sales of aroorietary onods from a non—-fember

Statz2 zre not subjoct to these rules,

2. Hewever, it might be asked whether the above statcoment alsn anplies
to jmeorts from non-“emler States with which the Community has conclu-
ded international sjreaments incornorating the actual wording of Arti-
cles 3¢ and 36, such as those concluded with Switzorland, Austria,

Sweden and the ACP 3tates 1).

I ¢ is not yot nossible ta qive 2 conclusive answer. Heowaver, it would
cppear Tor the following reasons that there is no legal obligation to
reconise the nrincinle of intornaticnal exhausticn as being limited to

thase States.

L @.n. The agreciant with Switzerland (0J No L 300, 31 Dacember 1972, n. 188

2t seg):

nrticle 13 (1) In tracde betw2en the Community and Switzerland, no now
quantitative restrictions on imports or measures having
cguivalent effect shall he intreduced.
(2) Guantitative restrictions on imorts shall be abolished
on 1 Janucry 1973 and mezasures having equivalent effect
not Later than 1 January 1975.

The werding of article 20 corresnonds to that of article 36 of the EEC
Troatv,
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2) Provisisns relnting to the free mcovement of goods are contazined in Part
Twe of tha EEC Treaty under the heacing "Foundations of the Community".
The Court of Justice has always based.its judaments concerning the exercise
of dindustrial pronerty rights on the princinls that in 2 common market,
splitting up the national markcts of the Henber States is, by virtue of
Article 30 et seq, inadmissible. The sole objective behind the judgments
of the Court of Justice is therefore the creation of & unitary common

mark2t also in the field of the protectinn of industrial pronerty rights.

b) The purpose of the agreements referred to above s not to establish a
‘ common market with those non=Yember States. The limited objectives of these
agreaments precludes the same intcernrotation from being placed on the pro-
visinnsg of thosc agrecnents which carresnond to article 30 et seqg as that
nlaced by thz Court of Justice on article 30 ct seq of the EEC Treaty
with rejarc to tho C~mmon Market itself. The acvocate-General based his

final submissions in the ZMI/CBS case on similar rezsoning.

¢) The remarks by the Court cof Justice itself in the above case are not so
unequivocal. It notes in points 18 and 19 of the grounds for its judiyment
that measures laid down by the Community in certain agreements form nart
of a commercial policy and arc not carriad out in pursuancs of an obliga-
tion imosed on the Masber Sta*es under the Treaty. It also sistes that
"The binding effect of commitments undertaken by thc>Ccmmunity with re-
garg to certain countrics cannnt be extended to others'. This sentence

could give rise to doubts with reqards to the vicw put forwar! here.

9n the nther band, the judgment &y the Court of Justice in case 51-54/71,

in which it was called upon to give a decision in a similar case must also
be notcd. The question to he decided was whether the prohibitinn on licences
for imorts hetwecn Member States coantainad in Article 30 et seq of the‘EEC
Treaty also applied to licinces for imoorts of fruit and vegotables from
non~-Member States, in resnect of which the anplication of quantitative'restrin
tions or measurcs having equivalent effect was prohibited by article 1 of
Regulation (EEC) No 2513/69 (0J Mo L 318, 18 December 1969). In its judgment
of 15 December 1971, the Court stated that it was clear from the Tréaty that
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the two proviions should be kept separste. In trade with non-Member
States, the annlication of quantitative restrictions ond measur:es
having equivalent cffect constituted a means of achievihg & commoen
commercial policy pursuant to article 113. Imnort licainces could

thorefore be recguired in nursuance of that policy.

d) The same problams also arise in the field of patent law. There has
uz to now never been any doubt with regard to fho compatibility of
the nrovisions of the azreanents referrod to above between the Commu-
nity and non-Member States and the provisions of the Luxembourg Pa-
tert Convaention, which preovide that rights arising under the Community
natent shall be exhousted only wherc the gocds in guesticn are marketed

in a Member State,

1)

. Houwever, account should bHe taken of the fact that the Court has sta-
ted in tho EMIZC3S casce that nrovisicns in licencing agreements whercby
an undertaking agrees in a aon-fMenber State not to market proprietary
accds in the Common Market may be prohibited under Article 85. However,
such a prohibizion on contractual restrictions on exports does not
preclude the proprictor of a Community trade mark from bringing an
infrirjement action. It minght be contended that this constitutes an abuse
‘of the riaht arising under the trade mark, sinc2 it weuld represent an
ohstacle to tho implementatinn of the competition provisbns of ths EEC
Treaty. Howover, such a viw could orobably not be entertained, since
it would restrict the frceedom, recognized by the Court, of the-law-making
institutions of the Community to formulate a common commercial policy

tavwaras non-itenber States.

1I. Function of the trade mark

1. If ane startsuwith the assumption that Community law dees not require
the introduction of the »~rinciple of internaticnal exhaustion, then
the guestion arises whether this principle is not a necessary result
of the function of the trade mark, as recognised by all the government
exnerts and os sot out in the Commissicn Memerandum, of nroviding a
cuarantez that the goords in question originate from a particular under-

taking. If this is its functionn, the propristor of 2 Community trade

I
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mark should not bevaltowed to prevent imports of goods from non-tembar
States whare they were lawfully provided with the trade mark by him
or with his consent.

The authors of the 1964 Preliminary Draft clearly intended that the
trade mark's function of showing the origin of the gocds orecluded the granting
of such an extensive right. Decisions by naticnal courts dnside and out-
side the Common ilarket are also based on the principle of international
exhaustion. These decisions by national courts without exception relate
to cases in which soods are {mported from a2 country in which the pro-
arietor of the trade mark himself, or an undertaking with which hz hzs
an econcmic relationshipn, has produced the goods and provided them
with'the trade mark. It would aopear impossible to prohibit imports of
genuine branded products orioinating from the proprietor of the trade
mark on grounds relating to trade mark law. In such cases, the public
will not be deceived either as to the arigin or 2s to the consistent

~quality of the gocds.

Hawever, thore are no known juciments prchibiting the oropricteor of a
trade mark from sreventing the importation of geoods originating from a
licensee in a non~Mamber State by means of an infringement action. The
public could in particular be deceived in cases where quality controls

are not or cannot be carried out.

The guastion therefore arises whother the objectioné put forward against
the introduction of international exhaustion could be dealt with by
allowing eonly such goods sold under licence to be freely imported

which have bean subject to strict quality controls by the licensor

and which in any case bear 2 licensing notice which is canable of
informing the consumer, ¢.g. in the case of imvorts from developing
countries, that these are nroprictory gocds of different or lescer

quality.

I.-/‘..’
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I1I, Considerations relating to commercial policy

The arjumcnts nut foruward in 11. abcve supnese that internaticnal
gxhaustion falls witkin the scone of the trade mark's function of indi-
cating the origin of the goods. Howcver, these considerations alone are
nat sufficiert to determine whether one solution or the other should be
arlonted, It cannot ke rulzd sut ihat the Community will for réasons reta-
ting ta the common commercial policy, adopt unilateral measures whenover
rzcinrocity is not auaranted. Thus it might be necessary for rcasens of
commercial nclicy not to make any unitaleral concessions to the develo-
aing countries now at the nogntisticns at preseat being carried on at
the world Inteliectual Pronerty Organization in connection with the
revision nf the Paris International Convention. Hawover, it would seem
imroassible, in vicw of the particularly close economic ties with
non-tizmber~ States such as Switzerland or adustria, whose case law is
bosed on the concept of internctional exhaustion, to introduce new

trade restrictions by means of Community trade mark law.



