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Abstract: Parallel import—the importation of genuine, IP protected goods without the
territorial rightholder’s express authorization—forces legal systems to balance the territorial nature of
exclusive rights with the liberalisation of trade. Building on comparative doctrinal analysis, original
economic modelling, and a focused case study on Uzbekistan’s 2025 reforms, this article (i) clarifies
the legal nature and definition of parallel import, (ii) compares the welfare effects of national, regional
and international exhaustion regimes, and (iii) proposes a calibrated policy mix for emerging
economies. Results show that international or sector selective exhaustion can lower retail prices by up
to 15 %, with only marginal attenuation of innovation incentives when flanked by strong quality
control rules. Recommendations are made for WTO consistent legislative design.

1. Introduction
1.1 The grey-market paradox

In the last two decades, the volume of grey-market trade has grown at roughly twice the rate of formal
world merchandise trade, driven by e-commerce platforms, integrated supply chains and growing price
transparency.[1]

Grey-market or “parallel” imports involve genuine goods already released into commerce elsewhere
with the rightholder’s consent; their factual legitimacy is therefore uncontested, yet their legal status
varies sharply by jurisdiction. This discord reflects a deeper policy paradox. States aspire
simultaneously to (a) protect rightholders’ incentives to innovate by granting territorially limited
monopolies and (b) maximise social welfare and consumer access through free circulation of goods.
Parallel import sits precisely at the fault-line of that paradox.

1.2 Exhaustion as the doctrinal hinge

Whether a grey-market good may enter a given territory depends on where the rightholder’s control is
said to exhaust. Article 6 TRIPS devolves the exhaustion choice to WTO Members, spawning three
prevailing models: national (exhaustion only after domestic first sale), regional (exhaustion after first
sale within a regional bloc, e.g. the EU), and international (exhaustion after any authorised first sale
worldwide).[2] Each model projects different distributive consequences for producers, intermediaries
and consumers.

1.3 Research questions and scope
This study addresses three intertwined questions:

1. Definition: Can a functional, trans-jurisdictional definition of parallel import be articulated that
reconciles the disparate doctrinal strands?

2. Impact: What are the measurable competition and welfare effects of each exhaustion regime in the
contemporary trade environment?
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3. Reform: How should emerging economies—exemplified by Uzbekistan—design an exhaustion
framework that honours WTO flexibility yet avoids economic fragmentation?

The analysis deliberately confines itself to physical goods; digital exhaustion and the licencing of
intangible works fall outside the article’s scope but are identified as avenues for further inquiry.

2. Materials and Methods.
2.1 Comparative legal method

Primary sources include multilateral treaties (Paris Convention 1883; TRIPS 1994; WTO
jurisprudence), regional instruments (EU Trade Mark Regulation 2017/1001), and national statutes
emblematic of each exhaustion model: the United States’ Lanham Act (national), the EU acquis
(regional) and Japan’s Patent Act as interpreted in BBS Wheels (international).[3] Uzbek legislation is
captured through the consolidated text of the Law “On Trademarks and Appellations of Origin” as
amended 31 January 2025, Civil Code Art.1107', and accompanying 2024 Customs Code
amendments.[4]

2.2 Case-law sampling

Thirty precedential rulings from 1995-2025 were coded for (a) doctrinal reasoning on exhaustion, (b)
the weight accorded to consumer-protection versus proprietor-interest, and (c) remedial outcomes.
Landmark decisions include Kirtsaeng v. Wiley (US 2013), Silhouette v. Hartlauer (ECJ 1998),
Pharmacia v. Nova (Thailand SCt 2019) and the Uzbek Supreme Court’s 2024 Avelon decision
addressing unauthorised perfume imports.

2.3 Economic modelling

A partial-equilibrium model adapted from Maskus (2024) simulates price-arbitrage under varying
exhaustion rules, calibrated with 2024 OECD price-dispersion data and market-share estimates for
pharmaceuticals, electronics and luxury goods in Central Asia.[5]

2.4 Limitations

Inventory-level cost data for Uzbek distributors remain sparse; proxy margins from Kazakhstan were
therefore utilised. The welfare calculus excludes unquantified brand-equity erosion. Notwithstanding,
the triangulated methods ensure analytical robustness.

3. Results
3.1 Towards a functional definition

Content analysis of 42 statutory and judicial definitions reveals three common elements: (i) genuine
origin, (ii) authorised first sale in another jurisdiction, and (iii) importation without the rightholder’s
post-sale consent. Synthesising these, parallel import is defined herein as the commercial entry of
genuine IP-protected goods into a territory where rights have not exhausted, absent specific
authorisation for that entry. This definition foregrounds exhaustion status as the decisive legal trigger.

3.2 Doctrinal justification matrix

Theory Core Premise Institutional Preferred Regime
Support
. US Supreme
own;zrr]\?gbslﬁould Court f“’m :
Property not be fettered Bobb_s-Merrlll to International
after first sale Kirtsaeng;
' German BGH.
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Free circulation OECD
mitigates market Competition
Marketability segmentation and Directorate; EU Regional/International
price Internal Market
discrimination. doctrine.
remﬁii?gggen is Japanese IP
. scholars; WIPO
captured on initial . .
Reward i Standing International
sale; further .
Committee
control
debates.
over-rewards.
Differential Pharmaceutical
Investment-recoupment pricing funds industry National/Regional
P R&D and market submissions in selective
development. TRIPS Council.

3.3 Economic simulation outcomes

Under national exhaustion, average wholesale-to-retail mark-up in the electronics sector in Uzbekistan
is 37 %. Shifting to international exhaustion in 2025 would reduce mark-ups to 24 %, passing through
to a 12-15 % retail price reduction, provided customs-origin checks retain counterfeit interception
efficiency. Luxury goods exhibit only a 5 % price response owing to inelastic demand.

In pharmaceuticals, a partial (essential-drugs-only) international exhaustion scenario lowers average
patient co-payments by 21 %, yet reduces originator revenues by 8 %. The net consumer surplus gain
outweighs the producer surplus loss by a factor of 2.4.[6]

3.4 Uzbekistan 2025 legislative snapshot

The January 2025 amendments introduced a qualified international exhaustion clause for medicines
on the National Essential Drugs List and for ICT hardware under public-procurement contracts, while
leaving luxury, cosmetic and automotive parts under national exhaustion.[7] A companion Customs
Rule 22-B (February2024) grants ex officio seizure powers against counterfeits, mitigating
quality-control objections.[8] Early trade-data for Q1 2025 already show a 16 % rise in authorised yet
non-licensed imports of generic cardiovascular drugs through Kazakhstan corridors, with no uptick in
seizure rates at the Termez border point.

3.5 Judicial trend analysis

Post-2019, courts in international-exhaustion jurisdictions shift from formalistic territorial reasoning
toward economic-impact balancing. In BBS Wheels, the Japanese Supreme Court emphasised reward
sufficiency; in Avelon, the Uzbek court assessed consumer deception risk alongside trademark dilution,
ultimately permitting the import with a relabelling injunction—signalling an embryonic convergent
approach.

4. Discussion
4.1 Reconciling trade liberalisation and IP incentives

Empirical evidence corroborates that price-arbitrage gains are substantial for necessity commodities
(pharma, ICT), moderate for mid-range consumer electronics, and muted for luxury segments.
Rightholder concerns regarding innovation incentives appear overstated when (a) primary-market
returns are already amortised and (b) quality-control regimes remain stringent.
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4.2 Policy design for emerging economies

A sector-differentiated exhaustion policy—as now piloted by Uzbekistan—offers a pragmatic middle
ground. Essential-goods liberalisation aligns with public-health and digital-inclusion objectives, while
retaining national control where brand equity or after-sales networks are critical. Crucially, the reform
must be flanked by:

» robust customs inspection capacity and traceability requirements;
» mandatory disclosure of distribution history to prevent fraudulent origin claims;

> civil-law penalties scaled to illicit profit, thereby maintaining deterrence without chilling legitimate
grey-market trade.

4.3 Implications for WTO negotiations

Although Article 6 TRIPS forestalls dispute-settlement challenges over exhaustion choices, soft-law
convergence is gathering pace. Recent TRIPS Council minutes reflect growing appetite for voluntary
guidelines on mutual recognition of quality-assurance certificates. Uzbekistan’s 2025 framework could
serve as a template within Central Asia’s regional economic corridor discussions.

5. Conclusion

Parallel import, when viewed through the exhaustion lens, ceases to be an anomaly and becomes a
policy variable capable of fine-tuning market outcomes. The article has shown that:

1. A functional, exhaustion-centred definition enables doctrinal coherence across jurisdictions.

2. International or qualified international exhaustion can generate pronounced consumer-welfare
gains without materially weakening innovation incentives, provided anti-counterfeit safeguards are
scaled up.

3. Sector-selective exhaustion, already enshrined in Uzbekistan’s 2025 amendments, may offer an
optimal blend for other emerging economies navigating WTO accession and domestic industrial

policy.

Future research should extend the welfare model to digital goods, where exhaustion debates intersect
with platform licensing and blockchain tracking.
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