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Abstract. The protection of Intellectual Property Rights is a law enforcement
national agenda that is closely related to the international agreement. Indonesia
has ratified the WTO and TRIPs, as a consequence, Indonesia must subject to the
globalization principles as stipulated in the world agreement and harmonize the
provisions of IPR law under the TRIPs Agreement. This paper analyzes the
trademark legal protection related to TRIPS ratification of fraudulent acts
committed by businesses through passing off as a form of consumer protection.
Protection to every right arising from human creativity in commerce and the rapid
growth of electronic commerce transactions are increasing along with the rapid
pace of people performing imitation/reputation riding of others (passing off).
Research method used is normative juridical with descriptive analysis. The study
found that Indonesia must prevent any infringement of IPR including the entry of
counterfeit and imitation goods primarily within the framework of consumer
protection.
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1. INTRODUCTION

The inclusion of the Agreement on Trade Aspects related to IPR (Intellectual Property
Rights) in the Agreement on Establishing the World Trade Organization, causing IPR to become
one of the most important components in global trade. Consequently, IPR has to follow the
globalization principles as regulated in the world’s agreement, i.e by extending the scope of the
national TPR system. The protection of IPR will improve the developments of the business,
trading, and industry within the national and international scopes. Any product obtains the
protection of Intellectual Property Rights will have a better competitiveness, therefore, the
market will be eventually dominated by high-quality industrial products.

One of the obstacles in providing such protection comes from the Indonesian people itself,
which on the one hand still consider IPR as a “public right”[1] that has a social function instead
of a private right that needs a protection, this is because there are still many people who do not
object if their products are being imitated by other parties. Such a case can be found in Bali,
Balinese do not object to imitation, but on the contrary they are proud of their products being
imitated, because there is an assumption in which if an original product is being imitated it is
because the product itself is really terrific and interesting.[2]
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Trademark owners should diligently protect their trademarks from infringement, dilution
and other misuse (e.g., unfair competition, passing off, false advertising, and cybersquatting)
that may harm the owner’s goodwill and business reputation. At the same time, trademark
owners may choose not to vigorously pursue all possible uses that might conflict, or to
immediately commence a lawsuit against every possible infringer.[3]

The need for Trademark legal protection has grown rapidly to follow the quick pace of
people riding other’s fame [4], this is because wellknown Trademark products are the fastest
selling products in the market, thus riding other’s fame will bring relatively bigger profits faster.
The attempt to gain profits that way violates the business ethics, moral norms, and even breaks
the law. Passing off constitutes the use of entire or substantial registered trademark belonging
to another person or another legal entity without having the rights to use the trademark. The
action of using such a Trademark or sign is considered as unhealthy competition (unfair
competition).

If you do register a trademark and you find someone copying you, then enlist specialist help
from the start. Trademark infringement and passing off are complex areas of law. Get them
wrong and you can lose your trademark or even worse, be sued by someone else first. When it
comes to protecting your brand, it is better to be proactive than reactive. This allows you to
determine your next move, and not have it determined for you by the other side [5].

In TRIPs (Trade-Related Intellectual Properties) is mentioned that the member countries are
required to implement the provisions on the trademark use as an effort to protect the consumers
from becoming the trademark imitation victims. For example, in the case of Nike in Indonesia,
the Supreme Court of the Republic of Indonesia has argued that the use of the international well-
known trademark without permission could deceive the consumers, it is as if the counterfeit
goods are the original ones, whereas the counterfeit goods may have lower quality compared to
the original ones. In addition, the regulations contained in GATT (General Agreement on Tariffs
and Trade) require to include the indicator of the origin of the imported goods as an effort to
protect consumers.

Trademark counterfeiting has become a constraint on trade and investment, thus enforcing
the trademark law is a commitment that has to be fulfilled as a consequence for Indonesia being
the member of WTO. Trademark rights are the important factors in creating a fair trading
system. Trademark is used in trading activities of goods or services, it is also to distinguish
similar goods or services from one company to the another [6], thus, trademark prevents the
business behavior from harming the consumers and enables the provisions on consumer
protection to be obeyed by the related parties.

Currently, the use of a trademark without permission (trademark counterfeit) needs to be
watched out considering there are possible subversive elements through counterfeiting of
medicines, foods, beverages, cosmetics and other goods, furthermore, using other’s well-known
trademark can undermine the government policy in the economic field. The ITPA [7] has
recommended 41 countries as having the predicate of Priority Watch List or Watch List country,
this recommendation is intended for monitoring purpose under the Article 306 of Trade Law,
USA. In that report, Indonesia was given a predicate as a priority watch list country along with
nine other countries (Argentina, Canada, Chile, China, Costa Rica India, Russia, Thailand, and
Ukraine). Countries in the Priority Watch List are rated by the Office of the United States Trade
Representative (USTR) as countries with a "serious IPR violation" and thus require a bigger
attention [8].

Unethical practices will bring moral hazards in various economic and political sectors borne
by all nation elements. The moral hazard issues are sufficiently large and deep, and on the
broader scale, the moral and ethical factors should be included as important economic variables,



especially in the patterns of economic and business behaviors [9]. The behavior of business
actors in the globalization era supported by the advanced telecommunication and information
technology causes the transactions of goods and services to get through the country’s borders
faster and widespread. [10]

In the maintenance of economic continuity, the consumers occupy an important position,
however as the economic actors, the consumers have a very weak position in terms of legal
protection [11]. This weak position is due to, among others, lower consumer awareness in
Indonesia, difficulty in law enforcement to supervise the manufacturers especially in the relation
with filing a lawsuit regarding losses suffered by consumers [12].

2. METHOD

The research method used is normative juridical with descriptive analysis specifications to
provide data that is as accurate as possible and actual.[13] Collection technique is library
research activities carried out by collecting problem references including legislative material
that is directly related to the problem being studied. Stages of library research are activities for
collecting primary legal material data within the scope of legal protection of intellectual
property related to the ratification of WTO and TRIPs by Indonesia. Normative juridical
research is also used to examine the vertical and horizontal synchronization of existing
legislation. Data will be analyzed qualitatively juridically, then it will be elaborated and
presented in a structured and scientific manner so that the problem can be elaborated analytically
descriptively.

3. RESULT AND DISCUSSION

3.1 Trademark Protection In The Relation With Counterfeit And Passing Off
The definition of counterfeit goods under article 51 of TRIPS, defined as follows: [14]

“Counterfeit trademark goods shall mean any goods, including packaging, identical to a
validly registered trademark in respect of such goods, or the trademark essential aspects cannot
be distinguished from the registered trademark, thereby considered an infringement to the owner
of the trademark in question under the law”

With the development of a market economy, the common law evolved to protect markets
and promote good behaviour by extending legal protection for the reputation of goods, title,
trade identity and dress. The law thus guarded competitors’ economic interests against
impropriety and misrepresentation [15]. The primary function of a trademark is to distinguish
between goods and services, i.e to act as a ‘badge of origin’. By fulfilling this function, the
trademark has two primary objectives, first is to protect the goodwill and reputation of the
traders who have registered their trademarks and, second is to prevent the public from being
deceived regarding the origin of goods or services [16].

Many jurisdictions also recognize the action of passing off. In this instance, trademark
registration is not a requirement, it is all about one company having a reputation in a name or
brand, and another company causing consumer confusion through the use of a similar name or
brand [17] . The reasons of why counterfeiting business is increasing, among others: The high
amount of profits, the high profits are more easily achieved compared to the amount of
investment and costs spent on counterfeiting activities.;Due to the advanced technology, high-
quality counterfeit and pirated goods can be easily produced by the counterfeiters; Syndicates
or criminal groups are likely to support the distribution or the financial of counterfeit goods.
Especially for well-known trademark goods; and Ineffective law enforcement of the country,
meanwhile, the counterfeit goods may be centered and circulated within the said country. [18]



From the point of view above, it is needed to establish a rule of law to provide a trademark
protection not only for the trademark holders but also for the consumers, it is important to
protect trademark to guarantee of the goods quality and to increase the goods appeals for the
consumers. Trademark protection is also important to maintain the credibility of the people who
are engaged in the productions or sales, against other unauthorized parties.

Trademark law aids consumers who use trademarks in the marketplace to identify swiftly
and without problems, a product they liked or disliked in the past, distinguishing among the
different competing manufacturers of a product. Trademark protection promotes three main
policies : Protection of the trademark holder’s goodwill; Protection of the consumer; and
Economic efficiency [19]. In line with the economic globalization, the trading of goods and
services has rapidly increased, therefore the international harmonization of IPR system has
become very important. The IPR system in each country is different and has its own legal
consequences. The counterfeiting and imitation issues have become a serious problem for
industries and economies around the world.[20] Counterfeiting affects the industries, national
economies and human lives as the consumers, as in cases : In Nigeria, 109 children died after
taking pharmaceutical preparations containing paracetamol and industrial solvent in 1990. [21]
The cases above were only several of various cases occurring around the world, the important
thing to note is that the 'counterfeit goods often end up in death’.

Counterfeit goods are harmful to the national and/or global economies and its presence is
also harmful to the owners of trademark rights as well as to consumers in general because they
cause major losses to the global economy due to the circulation of counterfeit goods. Each year
around 3-7 percents of the total amount of the circulating goods are counterfeit ones and the
total loss to the global economy is estimated at around 70-80 million US dollars annually. To
inhibit the circulation of counterfeit goods in the market, the IPR holders have to endure heavy
burdens on official costs, such as the costs in prohibiting the production, distribution, export,
and import of the counterfeit goods, which would not have been required if counterfeiting does
not occur. For consumers, it is very risky if the purchased goods have a lower quality than
expected and it is impossible for the consumers to have the purchased goods repaired or replaced
by the manufacturer if the damaged goods are still in a relatively good condition.

The TRIPs Agreement regulates the obligation of its members to provide legal procedure
and efforts in their national laws to ensure an effective IPR enforcement. Speaking of
“enforcement”, it is usually regarding the law enforcement in which the country uses criminal
sanctions against people who violate the rights of others.

Criminal actions regarding Trademark have been regulated separately in Law Number 20
Year 2016 on Trademarks and Geographical Indications, with a maximum imprisonment of 5
(five) years and or a maximum fine of Rp 2,000,000,000.00 (two billion rupiahs) for
impersonating or using the same trademark entirely. And a maximum imprisonment of 10 (ten)
years and or a maximum fine of Rp 5,000,000,000.00 (five billion rupiahs) for impersonating
of goods resulting in health problems, environmental disturbances, and/or death. Violation of
the articles with a penalty and/or fine is considered as a criminal offense (klacht delict). This
means only with a report or klacht from the trademark owners, then the offenders will be
prosecuted and subject to sanctions or held an investigation.

3.2 The Consumer Protection On Trademark Rights In Indonesia

In today’s free-trading era, all parties are required to think realistically that goods and
services from other countries should be able to enter Indonesia. This entrance raises a problem
if there is a consumer complaint on the imported goods and services, besides, there are many
imported original or counterfeit goods and even local goods whose distributors in Indonesia are



still unclear. This lack of clarity makes it difficult for the consumers if they experience losses
by using the products or services. TRIPs (Trade Related Intellectual Properties) states that the
member countries must implement provisions on trademark use as an effort to protect
consumers from becoming trademark imitation victims. To protect consumers, therefore Law
Number 8 Year 1999 on Consumer Protection is enacted. The consumer protection is based on
the existing number of consumer (legal) rights that need to be protected from harmful actions
performed by unauthorized parties, thus its fulfillment is necessary to be guaranteed by the
country.

A trademark as the part of intellectual property is characterized by a property of ideas or
expressions [22], this trademark property is an essential tool in e-commerce and used for
preventing other parties from giving misdirection to the consumers regarding products of a
company who has no authority (not originate). This unhealthy competition also occurs on the
internet, especially in the domain name that often uses company names, trademarks, and
services owned by others without permission.[23] A violation occurs when the party without
having trademark permission, registering the trademark as their own domain name on the
internet network. The actions of passing off are regarded as an unfair competition under Article
10 bis of the Paris Convention, encompassing any action that creates confusion as well as any
misleading statement (false allegation) to discredit their competitors, in addition any indication
or declaration of any practice in the opposite of honest trading activity is regarded as an unfair
competition. Indonesia as a member of Paris Convention must ensure the effective protection
in the national law against any unfair competition which may cause harm to the other parties.
By ensuring effective protection, it is expected to prevent or suppress any action causing unfair
competition.

Parties who experience loss due to passing off may file a lawsuit, which in the Common
Law system is known as “The action for Passing off”’. According to Copinger:[24]

“The action for passing off lies where the defendant has represented to the public that his
goods or business are the goods or business of the plaintiff. A defendant may make himself
liable to this action by publishing a work under the same title as the plaintiff’s, or by publishing
a work where “get up” so resemble that of the plaintiff’s work as to deceive the public into the
belief that it is the plaintiff’s work, or is associated or connected with the plaintiff” .

According to the definition above, Copinger argues five characteristics as excuses for people
to do “passing off”, namely : a misrepresentation, made by a trader in the course of trade, to
prospective customers of his or ultimate consumers of goods or services supplied by him, which
is calculated to injure the business or goodwill of another trader (in the sense that this is a
reasonably foreseeable consequence), and which causes actual damage to a business or goodwill
or the trade by whom the action is brought or, in a quotient action, will probably do so. [25]

Based on results of the study, it was found that trademark reputation riding (passing off)
caused harm to some parties, consumers who feel deceived because the quality and comfort of
the goods are not in accordance with the desired ones. Legitimate manufacturers and/or
trademark owners suffer material losses as their output/turnover decreases, and they may also
lose the society’s trust. The country will incur losses because the Perpetrators do not pay the
taxes that should be paid as an income to the state finance such as Corporate Tax, Employee
Tax, and other obligations. Trademark reputation riding may also damage the trading
relationship between the Republic of Indonesia and other countries, especially regarding the use
of well-known trademarks.

As an effort to improve the law enforcement of IP (Intellectual Property) regarding the
consumer protection in order to develop and strengthen the national IP system, the Directorate
General of IP requires work and coordination together with all related parties including



government institutions, universities, Research and Development Institute, NGOs, and private
sectors. In recent years, the technological aspects have clearly dominated the IPR. Information
technology issues with "e" facilities and the Internet have become common problems and the
law enforcement has also faced information technological problems.

4. CONCLUSION

As for the closing, the conclusions the author is pointing out are : Indonesia must prevent
any infringement of intellectual property rights including the entry of counterfeit and imitation
goods primarily within the framework of consumer protection. The law enforcement should be
done in an integrated manner between various related institutions such as customs, commercial
courts, and other supporting institutions. The opportunity to simplify licenses can reduce the
counterfeiting and piracy problems. The consumer legal protection of counterfeit goods under
the Consumer Protection Law has not been fully realized, therefore, to ensure the enforcement
of consumer rights, the consumer empowerment efforts are needed as well as guidance and
supervision on the implementation of consumer protection. Finally, compliance with the
Consumer Protection Law relies on the legal awareness of the public, especially on the law
enforcement apparatus and all the important elements involved in implementing the regulation,
particularly regarding consumer protection. The efforts required to enhance the IPR law
Enforcement in relation to consumer protection are performed namely through IPR Network
Expansion and Public Education and Awareness.
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