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MOOT PROPOSITION 

In the Country of Islandia the State Government of Cannonia in 2006 came out with a policy to 

boost economic development in the state. The policy had following objectives: 

1. To encourage industrial development in Cannonia 

2. To encourage foreign investment in the State 

3. To boost employment opportunities in the State 

4. To give special encouragement to industries owned and managed by the scheduled tribes 

of the state and to create special opportunities for employment for its tribal population for 

equitable development. 

As part of the scheme the state government started contacting foreign investors and encouraging 

them to invest in the state. At the same time the government started a programme to provide 

loans on favourable terms and other grants to its tribal population so that they can start their own 

industries, Most of the tribal population were attracted by the food processing industries and they 

developed indigenous ways for preparing various kinds of processed food. These processed 

foods were made in accordance with the prevailing international standards like that of ISO and 

Codex. Apart from being good in taste these products were also cheap in the market compared to 

other established brands. 

Government of Islandia in the year 2006 by notification allowed 100% equity in multibrand 

retailing through automatic route. One of the conditions for allowing multibrand retailing was 

that the multibrand retail entity (MBRE) should have at least 50% of its products from small 

scale industries of Islandian origin. The investment contract was signed between the multibrand 

retail entity and the Government of the State in which it was located.  

Up to the year 2006 there were five mega-marts in the two districts of Ramanpur and Tilaspur. In 

January 2007 ABC mart a company from Unites States of Angaria (hereinafter referred to as 

USA) entered into contract with the State of Cannonia to open a wholly owned subsidiary USA 

mall in the district of Ramanpur. Union of Islandia gave a guarantee of Rs. 400 Crore against any 

wrongful expropriation or discriminatory action of the State or Union Government or any agency 
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thereof which would diminish the value of investment of the ABC mart in Ramanpur and deprive 

it of its expected profits. The guarantee also ensured full protection and security of the 

investment of the ABC mart in the State.  

In October 2007 another multinational multibrand retail company opened its branch in the 

district of Ramanpur. This was a wholly owned subsidiary of EFG mart. EFG mart had its 

registered office in Russia. 50% of its shareholders were of Russian origin, 40 percent of French 

origin and 10% were USA nationals.  

Up to January 2007 market share of 5 mega marts of Islandian origin was as follows: 

(i) Processed food   60%    

(ii) Textiles    65% 

(iii)Electronic items   35% 

(iv) Utensils                40% 

(v)  Furniture               20% 

(vi) Miscellaneous              30% 

Remaining market share was held by other small retail stores 

By December 2010 the market share of different malls was as follows: 

                                Islandian                      USA mall  EFGmart  

(i) Processed Food  30%   30%       20% 

(ii) Textiles   30%   30%        15% 

(iii) Electronic Items  5%    40%      35% 

(iv) Utensils   30%   15%      15% 

(v) Furniture              15%   10%      20% 

(vi) Miscellaneous   20%   30%      20% 
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Remaining share was held by other small retail stores. 

From June 2010 USA stopped imports of certain processed food products from Islandia (dairy 

products, breads, canned fruits, jams and jellies, frozen vegetables, -----) on the ground that they 

are unhygienic and their production process was not as per USA standards of hygiene. It was 

found that the products which were returned from USA were largely those which were exported 

from Cannonia made by the small scale industries of the state. It was also reported in certain 

newspapers that these products were becoming very popular among the people in USA because 

of their taste and low price.  

From January 2011 USA banned import of textiles manufactured in small scale industries in the 

State of Cannonia on the ground that they employed child labour. Like the processed foods, Kosa 

silk had become very popular in USA. This was made by small scale industries which were 

largely cooperative societies of few families. Normally all the family members got involved in 

the production of the items. Children also got trained by working alongside their elders after their 

school hours.  

The USA mall in Ramanpur and Tilaspur used to display important news items related to 

products at the entrance and also other prominent places where they could catch attention of the 

customers. Products in USA mall up to 2009 were displayed according to usual practice that is 

product category wise. From 2010 USA mall started displaying products origin wise. These way 

products were kept in three categories-products of Islandian origin; products of USA and 

European origin and others. Products of Islandian origin were usually kept at the third floor of 

the mall. The USA mall also did not provide schemes for discount for Islandian processed food 

products as it used to provide for the USA products imported in Islandia. According to the 

contract which USA mall had with the suppliers who in most cases were also producers was that 

it would return the unsold items back to the producers who would return 75% price (minus the 

taxes) of the product in case of processed food, 85% in case of textiles, 90% in case of furniture, 

60% in case of electronic items, 75% in case of utensils and so on. Unsold processed food items 

were returned after the expiry date, textiles were returned after two years, furniture were returned 

after 2 years, electronic items were returned after 1 year. All the news items relating to Islandian 

products were also displayed along with the Islandian products. 
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As a result display of negative news sale of products of Islandian origin in general and especially 

those made in Cannonia in the USA mall declined tremendously and the products were usually 

returned to the producers unsold. Customers who visited the USA mall and EFG mart initially 

were largely from higher income group having a craze for foreign products. However, from 

second half 2009 it the malls had become popular with residents also. By January 2011 the 

market share was as follows: 

                                                         Islandian                    USA mall                          EFGmart 

                                 

(i) Processed Food  20%   40%        25% 

(ii) Textiles   25%   35%        20%   

(iii)Electronic Items  5%    45%      35% 

(iv) Utensils   40%   20%      20% 

(v) Furniture              30%   10%      20% 

(vi) Miscellaneous  20%   40%      25% 

Remaining market share was held by small retail stores. 

With the market share of USA mall increasing in two important districts of the State, sale of 

Islandian products including those made by small scale industries declined in the two districts.  

In December 2010 the Cannonia tribal welfare association as a reaction to USA restriction on 

Islandian imports exhorted the people of Cannonia and of Islandia in general to boycott USA 

products and to use ‘swadeshi’ products especially made by small scale industries. He stated that 

while Islandian products were being returned from foreign markets, Indopean markets were 

being captured by USA products.  On the request of the tribal welfare association the State 

Government of Cannonia waived all loans given to the small scale industries and exempted their 

products from Value Added Tax (VAT) also.  

The Cannonia tribal welfare also staged dharna for one week in front of the USA mall 

persuading consumers not to buy products from USA mall as it has anti-Islandian bias. The 



2
nd

 SHRI MANGI LAL PAGARIYA MEMORIAL NATIONAL MOOT COURT 

COMPETITION, 2014 

5 | P a g e  

Go GREEN… Read on SCREEN..!! 

government of Cannonia provided the USA mall with police protection that would allow the 

willing consumers to visit the mall and conduct their transaction peacefully. The Government 

also prohibited the demonstrators from using loudspeakers and making noise at the place. The 

demonstrators however put a tent near the mall with couple of chairs from where they would 

individually persuade consumers to cooperate and also distributed pamphlets highlighting the 

shabby treatment of Islandian products by the USA and its enterprises. 

All the small scale producers in the State of Cannonia stopped supplying products to the USA 

mall. The USA mall initially tried to source the products from other sources. However, the tribal 

production welfare Association approached other Islandian producers appraising them of the 

shabby treatment Islandian products were getting in the USA and USA mall in Islandia. The 

USA mall had same arrangements with other Islandian producers. The mall returned number of 

times unsold products of other Islandian producers also. Other Islandian producers also stopped 

supplying their products to the USA mall. Slowly the USA mall got a reputation of pushing 

foreign origin products and discriminating against Islandian products and suppliers of other 

products were also reluctant to market their products in this mall.  

By June 2011 the market share of USA mall had fallen tremendously. The market shares were as 

below: 

                                                         Islandian              USAmall                         EFGmart 

                                    

(vii) Processed Food  45%   5%      30% 

(viii) Textiles              35%   7%       35%   

(ix) Electronic Items  20%    15%      55% 

(x) Utensils   55%   5%      20% 

(xi) Furniture             40%   0%      25% 

(xii) Miscellaneous  35%   5%      35% 

 

The USA mall took the matter to the Competition Commission of Islandia (CCI) and complained 

that the small scale industries in Islandia were boycotting the USA mall and not supplying their 

products to it. It also complained that they were spreading negative campaign about the mall and 

influencing the consumers to boycott the mall. The CCI held that there was no violation of  
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section 3(3) of the Competition Act as there was no clear evidence that the producers had 

stopped supplying their products to USA mall as a result of concerted action and also because 

there was no relevant product market. It was a diversified market involving large number of 

different variety of products. It also held that the actions of the USA mall were injurious to 

Islandian industries in general and especially small scale industries. USA mall appealed to the 

Competition Appellate Tribunal. CAT also dismissed the appeal of the USA mall on merits. 

USA mall appealed to the Supreme Court of Islandia. 

Due to stoppage of supply by majority of Islandian small scale producers especially those located 

in the State of Cannonia the USA mall could not fulfil the requirement of marketing 50% 

Islandian origin products. In March 2012 the State of Cannonia revoked the contract with the 

USA mall and it was asked to close down. The USA mall approached to the Union of Islandia 

and acclaimed the amount of guarantee money. The Government of Islandia refused to honour 

the guarantee on the ground that there was no wrongful expropriation or action on the part of the 

state government or the central government or any agency thereof which can be said to have 

caused harm or loss to the USA mall. The contract was revoked because the USA mall ceased to 

fulfil the terms of the contract. USA mall took the matter for arbitration which was held in 

Islandia. The USA mall the campaign got strengthened because of the lapses and policies of the 

Government of Islandia and the State Government to strengthen local marts and enterprises 

which also adversely affected the competitiveness of the foreign MBRT entities and foreign 

products in Islandia. USA mall also said that the condition that 50% of the products should be of 

Islandian origin violates Islandia’s commitment under the WTO, to which Islandia was a 

member, as it conflicts with the Agreement on Trade Related Investment Measures. Therefore 

there was a wrongful action on the part of Islandian government which adversely affected 

investment of ABC mart in state of Cannonia and caused it loss. The State Government wrongly 

revoked the contract with the ABC mart. Therefore the government of Islandia should honour its 

guarantee and pay ABC mart Rs. 400 Crore.  

The Arbitration tribunal accepted the claim of the USA mall and asked the Government of 

Islandia to pay Rs. 400 Cr. to ABC mart. It held that the State and Central Government failed to 

take action against the boycott of USA mall and their policies resulted in loss of investments of 

ABC mart in State of Cannonia. It also held that Islandian regulation requiring foreign MBRE to 
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source 50% of their products from Islandian market violates the TRIMs Agreement. Government 

of Islandia applied to the Civil Court for setting aside the order of the arbitration tribunal under 

section 34 (2) (b) (i) and 34(2)(b) (ii). Government of Islandia stated that the TRIMs agreement 

was a WTO agreement and the tribunal could not have decided on it and that the arbitral award 

was against the public policy of Islandia. The civil court accepted the contention of the Union of 

Islandia. Against this the USA mall appealed to the Cannonia High Court. The High Court 

dismissed the appeal. USA appealed to the Supreme Court against the order of the High Court. 

Both the appeals were heard by the same bench since they were connected.  

The Supreme Court had to decide on following issues 

1. Whether the Competition Appellate Tribunal erred in holding that there was no violation 

of section 3(3) of the Competition Act 2002? 

2. Is the Arbitration tribunal’s decision against public policy? 

3. Did the Arbitration tribunal err in deciding that Islandia violated the WTO agreement on 

TRIMs? 

 

Special note: The laws of Union of Islandia are in pari materia with the laws of India.  

 


