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Grey market goods – a crime?
by Rachel Sikwane

The terms “exhaus on of rights”, “parallel imports” and “grey market goods” come up a lot in
the world of trade marks. They generally arise in rela on to the fact that a company that has
authorised the manufacture and sale of goods under its trade mark can’t use trade mark law to
stop the sale of those goods by par es with whom it may have no rela onship.
This issue tends to come up in the context of interna onal trade. For example, a trade mark
owner may authorise a company in another country to manufacture goods under the trade
mark. Using South Africa as an example, a South African company might then buy those goods
directly from the manufacturer, ship them to South Africa and sell them in South Africa, possibly
in compe on with (and cheaper than) the authorised South African distributor. The trade mark
owner cannot stop this because the trade mark rights have been “exhausted”, meaning the
“parallel imports” are legi mate goods because the trade mark was applied to such goods with
the trade mark owner's consent. I should add that in South Africa, consumer legisla on requires
the unauthorised importer to no fy the public that it is not an authorised distributor of the
goods.
The ra onale behind this is that trade mark law is primarily about preven ng confusion
regarding the origin of the goods. With parallel importa on, no such confusion occurs – buyers
are ge ng exactly what they think they’re ge ng. This whole no on is some mes expressed as
follows: a trade mark is a badge of origin rather than a badge of control. Parallel imports are
therefore very diﬀerent from counterfeit goods, which were not made by the owner of the trade
mark appearing on the goods and which, therefore, do cause consumer confusion.
A recent UK court decision has a racted considerable comment. The case dealt with the criminal
aspects of trade mark infringement – although trade mark infringement issues are normally
resolved by way of civil proceedings (the trade mark owner sues the infringer), they can also give
rise to criminal claims. It is generally believed that the criminal provisions that exist in trade
mark law deal with counterfeit goods. But this decision has seemingly changed that.
In the case of R v M and Others, Fred Perry, Ralph Lauren and Adidas goods had been sold in the
UK without the consent of the trade mark owners. The Supreme Court was asked to decide
whether there could be criminal liability in cases “where the proprietor of the registered trade
mark has given its consent to the applica on of its registered trade mark, or has itself applied its
own registered trade mark, to goods, but has not given its consent to the sale, distribu on or
possession of such goods.”
In reaching its conclusion, the Supreme Court made a point of establishing that the “grey market
goods” in ques on fell within the following categories:
back-door produc on: goods made by the authorised factories in excess of the authorised
numbers and then sold without the trade mark owner’s permission.
overruns: goods made in excess of the trade mark owner’s order with the knowledge of the
trade mark owner, but then sold without consent.
factory seconds: substandard goods sold without consent.
It was held to be common cause that the “grey market goods” described above would give rise

It was held to be common cause that the “grey market goods” described above would give rise
to a civil claim for trade mark infringement.
The court said that there was nothing in the relevant provision, sec on 92(1) of the Trade Marks
Act, 1994, to exclude grey market goods. The wording of the sec on is indeed wide – it says that
“a person commits an oﬀence who with a view to gain for himself or another, or with intent to
cause loss to another, and without the consent of the proprietor… sells or lets for hire, oﬀers or
exposes for sale or hire or distributes goods which bear, or the packaging of which bears, such a
sign.”
Two ques ons arise: are the “grey market goods” referred to in the UK case genuine goods; and
will this judgment be followed in South Africa? I would answer both ques ons in the nega ve.
One would have to carefully consider the facts of the case before applying the UK decision in
South Africa. When it comes to trade marks, the main criminal provisions are not found in the
Trade Marks Act, 1993, but in the Counterfeit Goods Act, 1997. Therefore, the oﬀences that exist
seem to be limited to goods that are counterfeit rather than genuine. We’ll have to wait and see
– it may only a ma er of me before the UK decision is raised in a South African case.
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