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I. INTELLECTUAL PROPERTY

A. Introduction

Community activity in this field continues to be extensive. Intellectual property is seen
as a key resource for the European Union (‘EU’), and crucial to its position in the global
economy. The EU’s manufacturing sector is much decreased in importance in
comparison with the services sector. New information and communications techno-
logies have transformed the economic environment. The Commission repeatedly
emphasises the importance of intellectual property rights for innovation, employment,
competition, and economic growth. Intellectual assets are regarded as central to success
in the new ‘knowledge economy’. There are two main strands to the Commission’s
work with intellectual property. One is the harmonisation of the laws of Member States,
in order to eliminate barriers to trade. The other is the creation of unitary systems to
protect intellectual property rights throughout the Community on the basis of a single
application for protection. The Commission also demonstrates particular concern
regarding counterfeiting.

In May 2011 the Commission set out what it termed a ‘blueprint’ for intellectual
property rights, with the aim of boosting creativity and innovation.1 Rewards for
creators are to be balanced against a requirement for the widest possible access to
protected goods and services. Significant action is proposed for many categories of
intellectual property subject-matter. Also targeted is intellectual property enforcement.
The Commission regards counterfeiting and piracy as a growing threat, noting a sharp
increase in suspected cases of intellectual property infringement registered at the EU
borders.2 A European Observatory on Counterfeiting and Piracy was launched in 2009,

1 A Single Market for Intellectual Property Rights: Boosting creativity and innovation to
provide economic growth, high quality jobs and first class products and services in Europe COM
(2011)287 final.

2 Between 2005 and 2009, the number of registered cases at the EU borders of goods
suspected of infringing Intellectual Property Rights increased from 26,704 to 43,572: COM(2011)
287 3.5. For further detail see: <http://ec.europa.eu/taxation_customs/customs/customs_controls/
counterfeit_piracy/statistics/> . The creative industry estimates that piracy has cost the European
music, movie, TV and software industry E10 billion and more than 185,000 jobs in 2008 alone:
‘Commission sets out “blueprint” for Intellectual Property Rights to boost creativity and
innovation’ IP/11/630 (Press release, 24 May 2011).
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and there is an active proposal to involve the Office for Harmonisation in the Internal
Market (‘OHIM’) in discharging its tasks.3

The Commission is planning a revised Enforcement Directive (which provides for
civil law enforcement measures), arguing that this is necessary to meet the specific
challenges of the digital environment.4 This remains a controversial issue. Right-holders
and collecting societies make serious criticisms of the existing legal regime now
transposed into national law, noting significant shortcomings in the way that the
Directive frames the role of intermediaries, and concerns at its perceived failure to curb
online copyright infringements. Yet a significant number of stakeholders (in particular,
Internet Service Providers, telecommunication operators and certain Member States)
argue that it is too early to review the existing Directive, and that revision at this early
stage would simply result in uncertainty. Looking from another point of view, consumer
groups and academic commentators argue strongly against over-regulation, noting
potential threats to fundamental freedoms.5

A new Customs Regulation is also proposed.6 The Commission regards Customs
controls as playing an essential role in deterring trade in infringing goods. In 2009, over
forty thousand suspect shipments were intercepted, involving one hundred and eighteen
million articles.7 The majority of goods intercepted are counterfeit or pirated. The
Commission is keen to allow customs authorities to enforce a wide range of intellectual
property rights—extending the list of protected rights to include trade names, semi-
conductor topographies, devices to circumvent technological measures and so on.
Procedures for the destruction of infringing goods would be made mandatory. There is a
specific proposal to tackle the trade in small consignments of counterfeit goods sent by
post. Although these measures will be welcomed by the holders of intellectual property
rights, there are also concerns about the interests of legitimate traders.

The possibility of further unitary intellectual property rights remains open. Since the
passage of the Lisbon Treaty, article 118 TFEU provides a solid legal basis for these,
granting power to:

[E]stablish measures for the creation of European intellectual property rights to provide
uniform intellectual property rights protection throughout the Union and for the setting up of
centralised Union-wide authorisation, coordination and supervision arrangements.

Not everyone welcomes further centralisation, however. In some quarters, a single
market for intellectual property rights is one thing, but there remain serious practical and
philosophical objections to the creation of further unitary rights. The furore concerning
the proposed unitary patent (discussed below) provides compelling evidence that

3 Proposal for a Regulation of the European Parliament and of the Council on entrusting the
Office for Harmonisation in the Internal Market (Trade Marks and Designs) with certain tasks
related to the protection of intellectual property rights, including the assembling of public and
private sector representatives as a European Observatory on Counterfeiting and Piracy COM(2011)
288 final.

4 Directive 2004/48/EC of the European Parliament and of the Council of 29 April 2004 on the
enforcement of intellectual property rights [2004] OJ L195/16. For the planned revision see COM
(2011)287 3.5.3.

5 <http://ec.europa.eu/internal_market/consultations/2011/intellectual_property_rights_en.
htm> .

6 ‘Customs enforcement of intellectual property rights’ MEMO/11/327 (24 May 2011).
7 IP/11/630 (Press release, 24 May 2011).
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national interests in national rights will remain strong, and that these may in some cases
be fundamentally different from the perceived interests of the EU.

B. Copyright

Copyright, in part because it arises without formality and its subject matter is very
diverse, has proved resistant to thoroughgoing harmonisation. Community activity in
this area has tended to be sectoral and vertical, with the exception of the Term Directive
and the Information Society Directive. The focus has thus far been on obstacles to the
SingleMarket, and some national barriers have proved difficult to remove. Attention con-
tinues to be given to further initiatives, however, because of the economic significance
of the copyright-based creative industries.8 The Commission’s latest Communication
raises the possibility of the creation of a European Copyright Code.9 These are early
days, but one vision of this is a ‘comprehensive codification of the present body of EU
copyright directives’. The feasibility of creating an optional ‘unitary’ copyright title on
the basis of article 118 TFEU will also be explored by the Commission. This is an
ambitious plan.

These proposals represent the fruit of considerable discussion. The Commission’s
2008 Green Paper, ‘Copyright in the Knowledge Economy’, initiated a consultation to
promote a structured debate on copyright policy.10 Although acknowledging that a high
level of copyright protection is crucial for intellectual creation, the Commission also
considers that wider dissemination of knowledge contributes to more inclusive and
cohesive societies. This thinking underlies the Commission’s review of copyright’s
current system of exceptions and limitations, and many of its current legislative plans.

1. EU-Wide Licensing for Online Rights; Orphan Works

The Information Society Directive has now been in force for almost a decade. Although
far from revolutionary, it established a more harmonised framework for copyright and
related rights in the information society.11 It harmonised three important rights; the
rights of reproduction, communication to the public/‘making available’, and dis-
tribution.12 It also provides an exhaustive list of twenty permissible exceptions, and a
single mandatory exception (for certain transient or incidental copies made as an
inevitable result of digital technology).13 It has provided a useful baseline. However, the
enthusiasm with which consumers have welcomed the products and services made
possible by digital technology has meant that there is still a good deal more to do before
there is ‘a comprehensive framework for copyright in the digital single market’.14 It is a
very significant economic area. According to the Commission, the cultural and creative
sector (which comprises published content such as books, newspapers and magazines,

8 These comprise software and database production, book and newspaper publishing, music
and film. Commission figures show that these industries contribute 3.3% to the EU GDP (2006).
European Competitiveness Report 2010, Commission Staff Working Document, SEC(2010)1276
final. 9 COM(2011)287 3.3.1.

10 European Commission Green Paper of 16 July 2008 on Copyright in the Knowledge
Economy COM(2008)466/3.

11 Directive 2001/29 on Copyright and related rights in the Information Society [2001] OJ
L1767/10 (implementation date December 2002). 12 Arts 2, 3 and 4.

13 Art 5. 14 COM(2011)287 3.3.
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musical works and sound recordings, films, video on demand and video games)
generates a turnover of more thanE650 billion annually and contributes to two point six
percent of the EU’s GDP, employing more than three percent of the EU work force.15

The Commission has been frustrated for some time by the fragmentation of online
markets in the EU.16 Its argument is that there is potential to increase authors’ and
creators’ returns if works could be licensed and disseminated within a digital single
market. However, this model ignores the traditional boundaries of collecting societies,
which are nationally organised, so there has been resistance to it. The Commission has
also sought to argue that EU-wide online licensing is a way of disseminating different
cultures and their repertoires across the EU, and has tried to persuade the creative
community that it represents an opportunity and not a threat. There has been some
anxiety that large collecting societies will capture the international commercially
successful repertoire from national collecting societies, making it difficult for smaller
societies to compete.

In 2005 the Commission adopted a Recommendation intended to improve the
EU-wide licensing of copyright for online services, proposing the elimination of
territorial restrictions and customer allocation provisions in existing licensing contracts,
while leaving right holders the possibility of tendering their repertoire for EU-wide
direct licensing.17 It was made clear that if this soft-law approach had no effect, that then
a binding legislative measure would be considered. Public consultation was undertaken,
to assess the development of the online music sector, in the light of the Recommen-
dation. This revealed that the Recommendation did seem to have had an impact, and that
there is now a nascent market for EU-wide licensing of music for online services. A
variety of other licensing initiatives have been launched or announced, and other
negotiations are in progress.18 A public hearing on the subject was held in 2010.19 The
Commission has now said that it will submit proposals to create a legal framework for
the collective management of copyright to enable multi-territorial and pan-European
licensing.20

As part of its wider thinking on these issues, in October 2009 the Commission
published what it termed ‘a reflection paper on the challenge of creating a European
Digital Single Market for creative content like books, music, films or video games.’21

This again emphasised the Commission’s view that ‘a truly Single Market without
borders’ for online content could produce a many-fold increase in retail revenues. The

15 ‘European Commission launches reflection on a Digital Single Market for Creative Content
Online’ IP/09/1563 (Press release, 22 October 2009).

16 ‘Commission sees need for a stronger more consumer-friendly Single Market for Online
Music, Films and Games in Europe’ IP/08/5 (Press Release, 3 January 2008).

17 Commission Recommendation 2005/737/EC of 18 October 2005 on collective cross-border
management of copyright and related rights for legitimate online music services OJ L 276, 21/10/
2005.

18 ‘Monitoring of the 2005 music online recommendation’ 7 February 2008: available
at <http://ec.europa.eu/internal_market/copyright/management/management_en.htm>.

19 Public Hearing on the Governance of Collective Rights Management in the EU (23 April
2010). The aim was to explore how the relationships between copyright owners, collecting
societies and commercial users of copyright have evolved over time. More available at:
<http://ec.europa.eu/internal_market/copyright/management/management_en.htm>.
20 COM(2011)287 3.3.1.
21 ‘European Commission launches reflection on a Digital Single Market for Creative Content

Online’ IP/09/1563 (Press release, 22 October 2009).
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Commission also takes the view that illegal downloads ‘on a large scale’ could
jeopardize the development of an economically viable Single Market for digital content.
It advocates much more encouragement for legal cross-border offers.

One obstacle to such initiatives are so-called ‘orphan works’—works still in
copyright, but whose copyright holders cannot be located to negotiate permissions. In
America, the ‘Google Books’ project has been extremely controversial, and is still a
matter of legal dispute. But there is considerable political pressure to make cultural re-
sources widely available in digital form. Within Europe, the Commission’s ‘Europeana’
portal has now been launched.22 It contains over fifteen million digitised items from
museums, libraries, archives and audio-visual collections throughout Europe. The
Commission, recognising the need for common rules on digitisation, has proposed a
Directive on orphan works. This would establish rules for identifying orphan works,
provide for a generally accessible record of such works, and establish permissible uses
of them. It would also ensure that a right holder could assert copyright, and terminate a
work’s ‘orphan’ status.23 So-called ‘out-of-commerce books’—books no longer sold or
published—are also problematic for such projects. The Commission is currently
working with stakeholders to produce model forms of licensing agreements for this
category of copyright works, also.

2. Copyright Levies

Copyright levies are imposed by many countries on recording hardware and/or blank
recording media. They were originally justified on the basis that it is not practical
to license individual acts of private copying. Copyright levies are now increasingly
applied to digital equipment and media as a form of compensation for right holders
whose works are subject to private copying—an approach permitted by the Information
Society Directive.24 There are concerns that such levies are not always fairly targeted or
distributed. The sums of money involved are very significant.25 Very strong and diver-
gent views are expressed on this subject, and repeated consultations have failed to
resolve these differences. In February 2008 the Commission announced that it would re-
launch the consultation process, with a view to finding a pragmatic and workable
solution.26

A recent ruling by the European Court of Justice, on the definition of ‘fair
compensation’ under the Information Society Directive, is likely to influence these
discussions. Padawan involved a reference for a preliminary ruling concerning the
interpretation of the concept of ‘fair compensation’ paid to copyright holders in respect

22 <http://www.europeana.eu/portal/> .
23 Proposal for a Directive on certain permitted uses of orphan works COM(2011)289 final (24

May 2011). See also ‘European Commission puts challenges of books digitisation for authors,
libraries and consumers on EU’s agenda’ IP/09/1544 (19 October 2009).

24 Art 5(2).
25 The Commission reports that in 2006 E453 million in private copying levies have been

collected on digital devices and carriers in the European Union: COM(2011)287 3.3.4 n.24.
26 ‘Commission to launch fresh look at Copyright Levies’ IP/08/238 (Press release, 14

February 2008). See also Commission Background Document, ‘Fair compensation for acts of
private copying’:
<http://ec.europa.eu/internal_market/copyright/docs/levy_reform/background_en.pdf> .
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of the private copying exception.27 Predictably, the Court insisted that the concept of
‘fair compensation’ must be interpreted uniformly throughout the EU, notwithstanding
the Member States’ power to determine matters of detail (such as levels of
compensation, arrangements for financing and collection). The Court also held that
‘fair compensation must be calculated on the basis of the criterion of the harm caused
to authors of protected works by the introduction of the private copying exception’.
It is significant that the Court saw private copying as necessarily harmful: ‘Copying
by natural persons acting in a private capacity must be regarded as an act likely to cause
harm to the author of the work concerned.’28 The person causing this harm to the
holder of the reproduction right is the person who reproduces it for private use without
prior authorisation. Therefore, the Court reasoned, it is for that person to make good
the harm related to that copying by financing the compensation to be paid to the right-
holder.

Identifying this individual in all cases is clearly impractical. Recital 31 in the
preamble to the Directive envisages a ‘fair balance’ between the rights and interests
of the right-holders and those of users. The Court held that it is consistent with
‘fair balance’ to provide that people who have digital reproduction equipment, devices
or media, and who make them available to private users or provide them with copying
services, should finance the fair compensation. These people are in a position to
pass this burden on to the private users concerned. However, the Court also held
that there must be a link between the application of such a levy, and the deemed use
of digital reproduction equipment for private copying. So indiscriminate application
of the private copying levy, in particular with respect to digital reproduction equipment
not made available to private users and clearly reserved for uses other than private
copying (such as backing up data), is incompatible with the Information Society
Directive.

The ruling in Padawan seems likely to add further fuel to the debate on levies. It also
raises new questions, as to whether in practice any system could be targeted in the way
the Court envisages. See, further, the difficulties faced by Stichting de Thuiskopie, the
Dutch body responsible for recovering the private copying levy imposed by Dutch law.
A German company, Opus, sold blank recording media online, via Dutch-language
websites targeting consumers in the Netherlands. The effect of the contractual
arrangements was that Opus did not pay the levy either in Germany or in the
Netherlands—and this was reflected in the lower prices charged to consumers. The
Court again stated that it was the final user who was in principle responsible for paying
fair compensation, but it was open to Member States to establish a private copying levy
chargeable to the people who make reproduction devices and media available to that
final user. Furthermore, any Member State which has introduced a system of private
copying levies is responsible for ensuring that authors harmed by private use on their
territory are actually compensated.29 Again, this seems difficult to ensure in practice,
given the ease with which such products may be posted from other jurisdictions.
However, the Commission fully recognises the difficulties, and is committed to efforts to
resolve outstanding issues, with a view to legislation action at EU level ‘by 2012’.30

27 Case C-467/08 Padawan SL v Sociedad General de Autores y Editores de España (SGAE)
(21 October 2010). 28 ibid [44].

29 C-462/09 Stichting de Thuiskopie v Opus Supplies Deutschland GmbH (16 June 2011).
30 COM(2011)287 3.3.4.
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3. Copyright Term Extension—Sound Recordings

The term of protection for recorded music is currently fifty years. Almost a decade ago,
there were calls to extend the term of this neighbouring right. At that time the
Commission was not persuaded of the need for change. The proposal was revived in
2009, when the European Parliament voted in favour of a draft Directive. But the
proposal was blocked in the Council, with a number of Member States acknowledging
the evidential weight of empirical studies undermining the assertions made in support of
the proposal. Economic evidence indicates clearly that extension of copyright term
would have no net incentivising effect.31 However, the political climate has changed yet
again, and a Directive extending the term of protection for performers and sound
recordings to seventy years was adopted on 12 September 2011.32 The primary aim is to
enable performers to earn money for a longer period of time, given that they often do not
have other regular salaried income. The Directive contains a ‘use it or lose it’ clause,
which will allow performers to reclaim assigned rights if a record producer does not
market the sound recording during the extended period. In a further attempt to support
performers, record companies are required to set up a fund into which they will have to
pay twenty per cent of their revenues earned during the extended period. The money
from this fund will be used to help session musicians.

C. Patents and Know-How

1. Unitary Patent Protection—Further Delays

Unitary patent protection has become something of a holy grail for the EU. This quest is
driven by a stark economic case. Currently, to obtain patent protection for all twenty-
seven EU Member States for twenty years, a company would have to spend in the re-
gion of E200,000.33 A large part of these costs would be translation costs and costs
resulting from essential dealings with national offices. This is many times the cost of
registration with other leading patent offices, such as the US and Japan. But yet again it
is necessary to report serious difficulties in establishing a unitary patent within the
Community. The attractions of a unitary patent are significant; lower costs, legal uni-
formity and certainty, efficiency, and the elimination of forum-shopping. However,
some Member States remain opposed to the scheme, for their own reasons. Decades of
negotiations have failed to resolve differences over translations and jurisdictional
arrangements. Patentees, litigants, judges, and the Commission itself have repeatedly
expressed their frustration at this state of affairs. Given the economic significance of
patents, it is not sensible to abandon efforts to resolve the situation, intractable though
it has been.

In April 2007, the Commission produced yet more proposals, and there were
considerable efforts to move things forward.34 These were again unsuccessful. In July

31 See, for example, ‘Creativity stifled? A joint academic statement on the proposed copyright
term extension for sound recordings’ [2008] EIPR 341–347.

32 Directive amending Directive 2006/116/EC on the term of protection of copyright and
certain related rights. For the text see <http://ec.europa.eu/internal_market/copyright/docs/term/
2011_directive_en.pdf> . 33 COM(2011)287 3.1.1.

34 ‘Commission sets out vision for improving patent system in Europe’ IP/07/463 (Press
release, 3 April 2007).
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2010, the Council proposed a new approach to translation arrangements, based on the
very successful tri-lingual arrangements at the European Patent Office (‘EPO’).35 The
proposal was that an applicant would be able to file its patent application in any
language. A ‘European Union Patent’ would then have been granted in one of the three
EPO languages (English, French, German) and the applicant would then have to file
translations of the claims in the other two EPO languages. Translation of the full
specification would only be required if the patent was litigated, in an EU language of the
choice of the alleged infringer. Unfortunately, a number of Member States considered
these proposals unworkable, and Italy and Spain were doggedly opposed to the tri-
lingual proposal, preferring either a multi-lingual or monolingual (English) regime.
An extraordinary Competitiveness Council in November 2010 failed to break the
deadlock.36

Since unanimity could not be achieved, a significant number of Member States—with
the support of the Commission—decided to proceed on the basis of ‘enhanced
cooperation’.37 This unusual tactic has the effect of side-lining any Member States
blocking progress. This approach would allow participating Member States to establish
a patent through a single application which would be valid in all participating Member
States. By February 2011 all Member States except Italy and Spain had indicated
that they wished to be involved in the enhanced cooperation procedure, and the
European Parliament agreed to the exercise. In March 2011, the Competitiveness
Council authorised the launch of enhanced cooperation, and the Commission has now
tabled proposals for implementing measures. Two Regulations will be required; one on
the creation of unitary patent protection and a second on the applicable translation
arrangements.38

Another crucial element in EU patent strategy ought to be an EU-wide patent
litigation system. Litigants currently have to pursue their cases in the relevant national
courts—often in parallel. This is costly and inefficient, and is liable to result in different
decisions in different jurisdictions. From the point of view of users, appropriate
jurisdictional arrangements are essential. Following the very considerable efforts of the
European Patent Lawyers Association, an agreement for the creation of a European and
Community Patents Court was drafted. It envisaged a court of first instance, an appeals
court and a joint registry. Signatories would have included EU states, the EU itself, and
non-EU countries party to the European Patent Convention. In 2009 the Council, at the
request of the Commission, submitted the draft Agreement to the Court of Justice for an
opinion on its compatibility with EU law. The Court took the view that the draft
Agreement was not compatible with EU law.39 A major concern was that the proposed
court would be outside the institutional and judicial framework of the EU. The Court
saw the draft Agreement as depriving the EU Member States of the ability to cooperate
with the Court by referral of questions of EU Law, and was unhappy that the proposed
Court would not itself have had to refer such questions to the Court of Justice.

35 ‘Patents: Commission proposes translation arrangements for future EU Patent’ IP/10/870
(Press release, 1 July 2010).

36 <http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/intm/117589.pdf> .
37 ‘Patents: Commission opens the way for some Member States to move forward on a unitary

patent’ IP/10/1714 (Press release, 14 December 2010).
38 Council Decision 2011/167/EU of 10 March 2011 authorizing enhanced cooperation in the

area of the creation of unitary patent protection, OJ L 76, 22.3.2011, p. 53. 15 COM (2011) 215
final and COM (2011) 216 final. 39 Opinion 01/09 of 8 March 2011.
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This opinion has created serious difficulties for the Commission. As a practical
matter, if unitary patent protection is to be agreed, users of the system will expect there
to be one single forum with the power to enforce and revoke these patents throughout
the territory of all of the relevant Member States. And if litigants are to have confidence
in a new system, it will be important to ensure that the quality of legal judgments is high.
Further proposals have been drafted, for the creation of a unified and specialised court to
handle both the current ‘bundled’ European patents, and the new unitary patents (if
these are agreed).40 There is pressure to secure political agreement to these proposals by
2012, although practitioners express concern that the draft still needs a good deal of
work.

D. Trade Marks

European trade mark law has been harmonised to a considerable extent for a
considerable period of time. The regime is well-established, and is undoubtedly
successful. Record levels of Community Trade Mark (‘CTM’) applications were filed in
2010, and the millionth application is expected in 2011. However, there remains
potential for further harmonisation, both in terms of substantive law, and in terms of
procedural law. A recent study by the Max Planck Institute offers a thorough review of
the present system, and offers detailed proposals for improvements.41 This study is one
element in the Commission’s overall evaluation of the functioning of the trade mark
system in Europe, currently in progress. So far, the Commission has committed itself
only to presenting proposals to modernise the trade mark system both at EU and
national levels and to adapt it to the Internet era.42 In the meantime, case law on the
existing regime continues to proliferate.

1. Registration—the Absolute Grounds for Refusal

The efforts made to register marks on the boundaries of registrability offer a testament to
the success of the regime. Registration is clearly regarded as a prize worth fighting for.
There have been a number of recent cases concerned with distinctiveness. Trade marks
which are devoid of any distinctive character may not be registered.43 This is to ensure
that marks can fulfil their function as a guarantee of origin. Although all marks are
judged on the same basis, it may be particularly difficult to show that a shape is dis-
tinctive in the necessary sense. The relevant public may not regard a shape as com-
municating anything at all about trade origin. In Lindt, the famous Swiss chocolate
company was attempting to register the shape of its foiled chocolate bunnies, mice, and
reindeer. The General Court ruled that these are typical shapes in which chocolate and

40 Draft agreement on a Unified Patent Court and draft Statute–Presidency text 11533/11
(14 June 2011).

41 Max Planck Institute for Intellectual Property and Competition Law, Study on the Overall
Functioning of the European Trade Mark System (2011).
Available at: <http://ec.europa.eu/internal_market/indprop/docs/tm/20110308_allensbach-

study_en.pdf> . 42 COM(2011)287 3.2.
43 Directive 89/104 to approximate the laws of the Member States relating to trade marks

[1989] OJ L 040/1 (‘TMD’), art 3(1)(b); Regulation 40/94 on the Community Trade Mark [1994]
OJ L 11/1 (‘CTMR’), art 7(1)(b).
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chocolate goods are presented, particularly at Easter and Christmas. As such, Lindt’s
shapes were devoid of any distinctive character.44 This decision is consistent with
previous case law, which indicates that a shape mark must depart significantly from
sectoral norms before it is regarded as distinctive.

There is a new fashion for ‘positional’ marks. In X Technology Swiss the applicant
sought to register a shape on the toe of a sock in a particular shade of orange.
Registration was refused, and the Board of Appeal upheld that conclusion in a carefully
reasoned decision. Consumers would pay only a low degree of attention when pur-
chasing these cheap, everyday goods. They would think that the mark was dictated by
aesthetic and functional considerations. It is common to colour parts of a sock, and the
colouring might indicate reinforcement. The relevant public was not in the habit of
perceiving the colour of the toe of a sock as an indication of origin, and would be more
likely to perceive the feature as decorative. The mark was thus devoid of distinctive
character. The General Court dismissed a further appeal.45 Similarly, another position
mark—two curved lines of stitching on a pocket—was refused registration on
comparable grounds.46

In Glaverbel the applicant sought to register the texture of glass, for sheets of glass
for various building purposes. The General Court held that the texture of glass was
devoid of any distinctive character, because it would be considered by the relevant
consumers as one of the possible functional aspects of a specific type of glass.47

Similarly, in Freixenet, the General Court upheld OHIM’s decision to refuse the
registration of the surfaces of two wine bottles as trade marks. Freixenet, an important
producer of sparkling wines, sought protection for the surfaces of a black matt bottle and
of a clear bottle which, when filled, took on a frosted matt golden appearance. The
General Court agreed that the marks were not distinctive. The appearance of the bottle
alone (whether its shape or its surface) did not indicate its origin. Consumers would
need a label to identify the manufacturer. This was, in effect, an unsuccessful attempt to
protect a product’s packaging without using any text or graphics.48

Shape marks, like other marks, must satisfy the general requirements for
registrability, including distinctiveness. In addition there are specific exclusions inten-
ded to prevent the registration of marks which will give their proprietors a monopoly on
technical solutions or functional characteristics of a product.49 The leading authority is
Philips: if the essential functional characteristics of the shape of a product are
attributable solely to the technical result, it may not be registered, even if that technical
result can be achieved by other shapes.50 This approach was applied to prevent the
registration of the Lego brick for various goods, including construction toys. The
Cancellation Division found that each of the elements of the shape of the Lego brick,
and the Lego brick as a whole, were necessary to obtain a technical result. The various

44 Cases T-336/08, T-337/08, T-346/08, T-395/08 Chocoladefabriken Lindt & Spruengli v
OHIM and Case T-13/09 Storck v OHIM (17 December 2010). The decision is being appealed to
the Court of Justice.

45 Case T-547/08 X Technology Swiss v OHIM (15 June 2010).
46 Case T-388/09 Rosenruist v OHIM [2011] ETMR 51 (28 September 2010).
47 Case T-141/06 Glaverbel v OHIM [2008] ETMR 37.
48 Cases T-109/08 and T-110/08 Freixenet v OHIM (27 April 2010).
49 TMD, art 3(1)(e); CTMR, art 7(1)(e).
50 Case C-299/99 Koninklijke Philips Electronics NV v. Remington Consumer Products [2002]

ECR I-5475; [2002] ETMR 81.
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features (studs, secondary projections, hollow skirt, overall brick shape, etc) all per-
formed particular technical functions (‘clutch power’, fixing versatility and arrange-
ment, size for children, etc). On appeal, the Grand Board of Appeal agreed that the Lego
brick’s features were clearly adopted to perform utilitarian functions, and there was
nothing arbitrary or ornamental present in it. Any ‘eye appeal’merely stemmed from the
aesthetics of a sound structural and functional form. Thus, in the words of Philips, ‘the
essential functional characteristics of the shape’were ‘attributable solely to the technical
result’.

The General Court upheld this decision, and in doing so rejected Lego’s argument
that the essential characteristics of the shape at issue ought to be determined from the
point of view of the consumer, taking into account consumer surveys. The General
Court stressed that the aim of the provision is to assess the functionality of the shape at
issue, and the perceptions of the target consumer are not relevant to this analysis—the
essential characteristics of a shape must be determined objectively.51 The Court of
Justice dismissed Lego’s further appeal. The Court emphasised that the correct
application of the provision requires first that the essential characteristics of the shape
must be properly identified—meaning, the most important elements of the sign. The
competent authority then has to ascertain whether these essential characteristics all
perform the technical function of the goods at issue. If the shape is one in which a non-
functional element (decorative or imaginative, for example) plays an important role,
then competitors will have ready access to alternative shapes with equivalent func-
tionality, and there is no risk that the technical solution will be unavailable to them.

Another famous toy, Rubik’s Cube, was also the subject of a shape trade mark
application. Of interest here was the Board of Appeal’s insistence that the assessment of
its registrability had to be based on the representation of the mark as filed, and not on
any alleged invisible features. Here, the representation consisted simply of three
perspectives of a three-by-three-by-three cube, with each square facet separated from
neighbouring facets by a black contour. Prima facie, the representations were not
suggestive of any particular function, even when the goods—three-dimensional puzzles
—were taken into account. It was impermissible to consider the well-known rotating
capability of the Rubik’s Cube, and thus illegitimately read the functionality back into
the representations. As shown, the cubic grid structure did not give any indication
whatsoever as to its function, or even as to whether it had any structure. It was therefore
impossible to conclude that it might impart some technical advantage or effect in the
domain of three-dimensional puzzles.52

There has been an important ruling from the Court of Justice on the concept of bad
faith, which will be discussed in this section because Member States may provide that a
national trade mark may be refused registration if the application is made in bad faith.
However, it should be stressed that for the CTM this is a ground of invalidity and not a
ground of refusal.53 The case again involved chocolate bunnies, which have been
marketed in both Austria and Germany since at least 1930. The individual shapes of
chocolate bunnies differed considerably when they were manufactured and wrapped by
hand, but industrially manufactured bunnies have become increasingly similar. Lindt &
Sprüngli has produced a chocolate bunny since the early 1950s, and in 2000 registered a

51 Case C-48/09 P Lego Juris v OHIM (14 September 2010).
52 Case R 1526/2008-2 Simba Toys GmbH & Co. KG v Seven Towns Limited (1 September

2009). 53 TMD art 3(2)(d); CTMR art 51(1)(b).
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three-dimensional mark protecting it. Franz Hauswirth has marketed chocolate bunnies
since 1962, including one which, in the opinion of the referring court, would result in a
likelihood of confusion with the Lindt bunny. Lindt had previously only taken action
against manufacturers of identical bunnies, but after registration of its mark as a CTM, it
relied on the terms of the Regulation to pursue manufacturers of products likely to cause
confusion. Hauswirth counterclaimed that the mark was registered in bad faith, and the
referring court sought guidance on the concept.

The Court of Justice held that the national court must take into consideration all
factors relevant to the particular case, assessed at the time the application was filed.
Some examples of relevant factors were given by the Court. It is relevant that the
applicant knows or must know that a third party is using an identical or similar sign for
an identical or similar product capable of being confused with the sign which the
applicant is seeking to register. However, even if this is the case, this fact in itself does
not amount to bad faith. The applicant’s intention in registering the mark is also
relevant, particularly if there is evidence that the applicant deliberately sought to use the
registration to prevent third parties from marketing their products (perhaps, by
registering a mark without intending to use it). If a third party has been using a sign for a
considerable period of time (as here), and that sign did have some legal protection, then
this could be relevant to the assessment of bad faith. For instance, the applicant could
have the sole aim of competing unfairly with the third party. On the other hand, the
Court stressed, an application in such circumstances could still have a legitimate ob-
jective; say, if the applicant’s priority is to protect itself against new entrants to the
market who are known to be copying its get up. Additionally, the nature of the mark
applied for may be relevant. For example, if the sign concerned consists of the entire
shape and presentation of a product, the fact that the applicant is acting in bad faith
might more readily be established where competitors’ freedom to choose the shape of a
product and its presentation is restricted by technical or commercial factors. In such
circumstances the trade mark proprietor could prevent competitors not merely from
using an identical or similar sign, but also from marketing comparable products. The
Court’s flexible approach leaves to the national court the challenging task of assessing
the relevance of these and other factors, given the particular facts of the case.

2. Marks with a Reputation

Marks ‘with a reputation’ enjoy broader protection than others.54 A mark has a
‘reputation’ if a significant part of the relevant public has sufficient knowledge of it that,
when confronted by a later trade mark, it may make an association between the two
trade marks, even when used for non-similar products or services. In General Motors, a
case concerning a national trade mark, the Court of Justice held that the mark’s
reputation need not cover the entire national territory, but it must exist in a substantial
part of it.55 More recently, in PAGO, the same approach was taken in respect of a
CTM.56 PAGO held a CTM for fruit juices. The essential element of this mark was the
representation of a green glass bottle with a distinctive label and lid. In Austria PAGO

54 CTMR, art 8(5); TMD, art 4(3).
55 Case C-375/97 General Motors Corporation v Yplon SA [1999] ECR I-5421.
56 Case C-301/07 PAGO International v Tirolmilch (6 October 2009).
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sold a fruit juice called ‘Pago’ in exactly those bottles, so its mark was widely known
there. Tirolmilch, a local Austrian competitor, sold a fruit and whey drink called
‘Lattella’ there. That drink, initially sold in cartons, was later packaged in glass bottles
which in some respects resembled those in PAGO’s trade mark. PAGO sued Tirolmilch
for trade mark infringement, claiming that it was taking unfair advantage of the
reputation of Pago’s mark in Austria without due cause. The Austrian court wondered
whether a CTM could be protected in the whole Community as a ‘trade mark with a
reputation’ if it had a reputation only in one Member State. The General Court held that
the mark must be known by a significant part of the relevant public, in a substantial part
of the territory of the European Community. It added that Austria should be considered
as constituting a substantial part of the territory of the Community. From one pers-
pective, PAGO can be regarded as a welcome decision, because it ensures that a CTM is
protected in a Member State to the same extent that a national mark would be. But it
does not determine whether a single Member State will always be regarded as a
substantial part of the Community. This might offer an opportunity for a canny litigant
to establish a mark’s reputation in one (smallish) country, and then use this to attempt to
enforce the CTM in a different State—one in which it does not enjoy such a reputation.

To trigger protection, use of the later mark must take unfair advantage of the earlier
mark, or be detrimental to its distinctive character or repute. The existence of a ‘link’
between the marks is an essential condition; the relevant public must make a connection
between them. In the absence of such a link, the use of the later mark is not likely to take
unfair advantage of, or be detrimental to, the distinctive character or the repute of the
earlier mark. The existence of such a link must be appreciated globally, taking into
account all factors relevant to the circumstances of the case. Those factors, listed in
Intel, include: the degree of similarity between the conflicting marks; the nature of the
goods or services for which the conflicting marks were registered, including the degree
of closeness or dissimilarity between those goods or services, and the relevant section of
the public; the strength of the earlier mark’s reputation; the degree of the earlier mark’s
distinctive character, whether inherent or acquired through use; the existence of the
likelihood of confusion on the part of the public.57 There will necessarily be a link
between the conflicting marks if there is a likelihood of confusion. Distinctiveness and
reputation are assessed by reference to the relevant public. Strongly distinctive marks
will find it easier to show detriment. There is no need to demonstrate actual and present
harm, but there must be a serious risk of unfair advantage or detriment. It is not
necessary to prove intention to take unfair advantage, or to damage distinctive character
or repute.

Under the Intel criteria, even a first use of the later mark may suffice to be detrimental
to the distinctive character of the earlier mark. Somewhat controversially however, the
Court of Justice has stated that ‘proof that the use of the later mark is or would be
detrimental to the distinctive character of the earlier mark requires evidence of a change
in the economic behaviour of the average consumer of the goods or services for which
the earlier mark was registered consequent on the use of the later mark, or a serious
likelihood that such a change will occur in the future.’ The earlier user need not show
that the later user has obtained commercial benefit from the use of the earlier mark. But
a strict application of this approach would seem to make it hard for trade mark owners to

57 Case C-252/07 Intel Corporation Inc v CPM United Kingdom Ltd [2009] ETMR 13.
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prove their case. The Court did not explain what evidence could be marshalled to prove
that a change in economic behaviour has been caused by a reduction in the distin-
ctiveness of their marks, rather than external factors such as, say, the general financial
climate. The Board of Appeal has thus far taken a reasonably pragmatic view of this
condition.58

Intel seemed quite tough on superbrands, in terms of what it demanded regarding
proof of detriment to distinctive character. Shortly afterwards, in L’Oréal v Bellure, the
Court of Justice considered the more narrow question of what constituted unfair
advantage.59 This case seems to offer superbrands more comfort. At issue were ‘smell-
alike’ perfumes, which were sufficiently different from their famous trade marked
counterparts to avoid likelihood of confusion, but were marketed in a way that ‘winked
at’ L’Oréal’s famous perfume brands. L’Oréal was objecting to Bellure’s use of
comparison lists for each of their ranges of product, showing which Bellure product
corresponded to which L’Oréal perfume. The evidence was that Bellure obtained a
major promotional advantage from using such lists; neither customers nor ultimate
consumers were deceived as a result of the use of the lists; neither the image nor the
distinctiveness of the trade mark for the comparable fine fragrance was impaired by the
use of the lists; sales of the corresponding fine fragrance were not affected by the use of
the lists. The Court took the view that the referring court was asking whether the
proprietor of a well-known mark can oppose use of an identical sign where that use is
not capable of jeopardising the mark or one of its functions but none the less plays a
significant role in the promotion of the goods or services of the third party. It held that
taking unfair advantage of the distinctive character or the repute of a mark does not
require that there be a likelihood of confusion or a likelihood of detriment to the
distinctive character or the repute of the mark. It stated that unfair advantage occurs
where a third party uses a similar sign, seeking ‘to ride on the coat-tails of the mark with
a reputation in order to benefit from the power of attraction, the reputation and the
prestige of that mark and to exploit, without paying any financial compensation, the
marketing effort expended by the proprietor of the mark in order to create and maintain
the mark’s image’.

The L’Oréal decision comes very close to introducing a tort of unfair competition;
though only for marks with a reputation. Jacob LJ in the United Kingdom Court of
Appeal expressed strong dissatisfaction with the implications of this approach:

So far as I can see [the Court of Justice] is saying if there is “clear exploitation on the coat-
tails” that is ipso facto not only an advantage but an unfair one at that. In short, the provision
should be read as though the word “unfair” was simply not there. No line between
“permissible free riding” and “impermissible free riding” is to be drawn. All free riding is
“unfair.” It is a conclusion high in moral content (the thought is clearly that copyists, even of
lawful products should be condemned) rather than on economic content. As I have said I do
not agree with or welcome this conclusion—it amounts to a pointless monopoly. But my
duty is to apply it.60

Jacob LJ also noted a risk to free speech, which he argued should be protected in the
marketplace as elsewhere: traders should be able to make honest statements about
lawful products, and consumers should be able to make an informed choice. There was

58 R 0070/2009-1 Red Dog [Fig. Mark]/RED BULL.
59 Case C-487/07 L’Oréal v Bellure [2009] ETMR 55.
60 L’Oréal v Bellure [2010] EWCA Civ 535 [48–9].
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also criticism of the Court of Justice’s reference to ‘the functions’ of the marks in
questions, ‘such as, in particular, their functions of communication, investment or
advertising’.61 As the Court of Justice has repeatedly stated, the ‘essential function’ of a
trade mark is to indicate origin. The status of these other functions remains unclear, as
does the level of legal protection they enjoy.

3. Infringement—Keywords

Consumers are now adept at using the internet to research and source purchases. The
content of these searches, and the results returned, constitute commercial information of
considerable value. Advertisers are willing to pay search engines for ‘keywords’, in
order that their sponsored links will be displayed prominently, in addition to the
‘natural’ search results. Hotly disputed is whether sales of keywords by search engines
should constitute infringement, if the keyword is a trade mark. Both legitimate
competitors and counterfeiters might have an interest in buying a particular trade mark
as a keyword. Different search engines will offer different features, designed to make
their search product more attractive to advertisers. Google’s product is called AdWords,
and is the company’s main source of revenue; Google’s total advertising revenues were
$28 billion in 2010. The Court of Justice has now handed down an important decision
on the subject of keywords, Google France; three joined cases involving the AdWords
product.62 The referring national court had established that entering the claimants’ trade
marks into Google’s search engine triggered the display of advertisements for sites
offering counterfeit versions of the company’s products. Google offered advertisers the
possibility of selecting these trade marks as keywords both on their own, and in
combination with expressions such as ‘imitation’, ‘replica’ and ‘copy’. These facts led
to Google being held liable for trade mark infringement in the French courts. Google’s
appeal led to the referral of various questions for a preliminary ruling.

The Court of Justice considered the case where an advertiser is using a keyword
identical to a trade mark, which has been selected through an internet referencing
service (such as Google) without the trade mark proprietor’s consent, and is using it for
identical goods and/or services. In these circumstances, the trade mark proprietor is
entitled to prohibit that advertising if the advertisement does not enable an average
internet user to ascertain (or to ascertain only with difficulty) whether the goods or
services referred to originate from the trade mark proprietor or a third party. There is
criticism of this approach, because it seems to add a further requirement to the
legislative provision, which simply requires identity of marks, and identity of goods/
services. The Court uses the word ‘misleading’ to encapsulate the concept which
triggers a proprietor’s ability to object, and this arguably imports a requirement of
confusion into a provision whose text does not require it. These facts also engage the
Ecommerce Directive, article 14 of which provides an immunity for an Internet Service
Provider (ISP) which is merely hosting someone else’s information. There is an
obligation to act expeditiously to remove unlawful data once knowledge is obtained.
The Court applied this rule to the Adwords situation and concluded that it applies to an

61 Case C-487/07 L’Oréal v Bellure [2009] ETMR 55 [63]. See Jacob L.J.’s criticisms in the
CA: L’Oréal v Bellure [2010] EWCA Civ 535 [31].

62 Cases C-236/08, C-237/08 and C-238/08 Google france v Louis Vuitton et al (23 March
2010).
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internet referencing service provider (such as Google) where it has not played an active
role of such a kind as to give it knowledge of, or control over, the data stored.

Both sides have claimed the Court’s ruling as a win. Google presents it as an
affirmation that selling Adwords is legal, and that their service is (in principle) covered
by the Ecommerce hosting safe haven. Trade mark proprietors emphasise the qualifi-
cation that if the guarantee of origin is undermined, or if the ISP has actual knowledge
of an advertiser’s unlawful activities, then Google will be vulnerable. One clear effect of
the Adwords ruling was that Google changed its keyword policy for all of Europe
(aligning the United Kingdom and Ireland with the Continent)—making it on balance
less favourable to trade mark owners. Unless they can show confusion, trade mark
holders will have to live with seeing their marks used as Google Adwords, and will have
to compete with counterfeiters and other rivals for their own trade marks. There are a
real policy issues here. Brand owners—particularly luxury brand owners—want to
control their brand’s image, reputation and status. There is unquestionably a huge
volume of counterfeiting. However, some commentators consider that trade mark
proprietors seek an absolute right of control which is not justified, and not in the
interests of consumers. In Google France the Court has attempted to steer a course
between the interests of ISPs and trade mark owners. Another recent ruling on the
subject, Interflora,63 addresses the effect of keyword sales on marks with a reputation. It
will be interesting to see what the effects of these rulings are in practice.

E. Other

1. Designs

The design of a product is often of great importance to consumers, who may well
choose their purchase on this basis. This leads to demands for design protection.
Legislatures have responded by using many different models, sometimes simul-
taneously. The ‘patent’ approach involves registration, perhaps pre-examination, and
provides a degree of legal certainty. The ‘copyright’ approach does not require
formalities or fees, but its accessibility comes at the expense of certainty regarding
protection. The success of the Community’s Registered Community Design shows that
where the process is made cheap and easy, registration will be a popular route; about
four hundred and sixty thousand designs have so far been registered, and this continues
at the rate of about seventy-five thousand per year. There is no substantive examination,
and many designs can be registered within a week. Also on offer is the Unregistered
Community Design. In both cases, eligible designs must be new and must have an
individual character. A Registered Community Design is protected against both
deliberate copying and the independent development of a similar design. It lasts for up
to twenty-five years. The Unregistered Community Design offers short-term protection
against deliberate copying, for three years from the date of disclosure of designs to the
public within the EU.

OHIM’s case law continues to develop, and there have been some significant
decisions from the General Court. In PepsiCo, PepsiCo applied to register a design for a
‘tazo’ or ‘rapper’—a pog (or token), often included in crisp packets as a collectible

63 Case C-323/09 Interflora Inc and Interflora British Unit vMarks & Spencer plc and Flowers
Direct Online Limited (22 September 2011).
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promotional item. After an objection from a Spanish company, Pepsi’s design was
initially declared invalid. The OHIM Board of Appeal reversed this decision, because
the designs produced a ‘different overall impression’ on the ‘informed user’, and so did
not infringe under the terms of the legislation. The matter was appealed to the General
Court, which noted that the question of whether or not a different overall impression is
produced requires consideration of the degree of freedom of the designer in developing
the design. If this freedom is restricted, minor differences between the designs may
suffice to produce a different overall impression. Here, ‘rappers’ are necessarily curved,
so that when they are pressed in the centre a sound is made. This severely restricts the
freedom of the designer. The General Court considered that the informed users would
focus on features that were arbitrary, or different from the norm. Here, the differences
between the two designs were too minor to produce a ‘different overall impression’ on
the ‘informed user’. Thus, the PepsiCo design application was indeed invalid.64

2. Geographical indications

The Community has a well-established system for the protection of geographical
indications and designations of origin for agricultural products and foodstuffs. However,
there is currently no such system for the protection of non-agricultural products; such as
Carrara marble or Solingen knives. The Commission is concerned that this leads to an
un-level playing field in the Single Market, and has recently announced plans to review
the existing national frameworks with a view to possible legislation at EU level.65

CATHERINE SEVILLE*

II. WHOSE RULE OF LAW? AN ANALYSIS OF THE UK’S
DECISION NOT TO OPT-IN TO THE EU ASYLUM

PROCEDURES AND RECEPTION CONDITIONS DIRECTIVES

A. Introduction

The United Kingdom (‘UK’) has indicated its intention not to opt-in to two proposals
from the European Commission aimed at further developing the Common European
Asylum System through the replacement of existing instruments on asylum procedures
and reception conditions. The purpose of the European Union (‘EU’) amendment
process is to establish rules that more closely align the legal framework for asylum in the
Member States so that asylum seekers receive the same higher standard of treatment
in any Member State in which they choose to make their application, and to address
criticism that the Directives are incompatible with human rights obligations. The UK
asserts that its asylum procedures satisfy the standards imposed by its obligations under

64 Case T-9/07 Grupo Promer Mon Graphic v OHMI - Pepsi Co (Représentation d’un support
promotionnel circulaire (18 March 2010), a decision upheld by the Court of Justice in Case
C-281/10, Pepsi Co v Grupo Promer Mon Graphic (20 October 2011).

65 See COM(2011)287 3.4.2.
* Newnham College.

Current Developments 1055

[ICLQ vol 60, October 2011 pp 1055–1064] doi:10.1017/S0020589311000492

https://doi.org/10.1017/S0020589311000480 Published online by Cambridge University Press

https://doi.org/10.1017/S0020589311000480



