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Vincenzo Di Cataldo

The trademark with a reputation in EU Law. Some remarks on the negative condition: “without due cause”.

1. According to Article 5.2 of Directive 2008/95/EC to approximate the laws of the Member States relating to trade marks (indeed, Article 5.2 repeats the text of Article 5.2 of Directive 1989/104/EEC), the special protection of the “trade mark (which) has a reputation” depends on two (maybe, three) positive conditions: an “unfair advantage” for the third party, a “detriment… to the distinctive character of the trademark”, or a “detriment… to the repute of the trademark”. These three positive conditions are clearly alternative. 

The same article proposes also a negative condition: the use of the trademark by a third party is unlawful only if it is done “without due cause”. In other words, the presence of an “unfair advantage”, a “detriment to the distinctive character”, or a “detriment to the reputation” of the trademark does not imply per se the unlawfulness of the use of the trademark, if the trademark is used “with due cause”.

The European Court of Justice (ECJ) has devoted considerable attention to the study of the three positive conditions. An important line of cases, which has recently included the INTEL case and the L’OREAL case, has attempted to clarify – also by interacting with American jurisprudence – their exact meaning. Although the lines sketched out by the ECJ are not perfect and need to be refined under many points of view, they certainly provide a significant and solid basis for further discussion. 

On the contrary, and this is for me astonishing, the negative condition (“without due cause”) has been so far practically ignored, despite being expressly presented by the text of the law. Neither in Court decisions nor in theoretical studies do we find explicit comments on it – at least in my knowledge. 

2. This scenario has, or maybe can have, some reasonable justifications. Perhaps the factual circumstances of the cases decided by the ECJ did not call for a discussion on the clause “without due cause”. However, I believe this is not true at all for the L’Oreal case, and I will explain why later in this paper. More likely, this negative condition has received no attention because the intent to extend the exclusive right conferred to trademarks with a reputation has been rightly considered one of the most important novelties of Directive 1989/104. As a consequence, our attention has been naturally attracted by the pieces of the new law aiming at extending this exclusive right (the “unfair advantage”, the “detriment to the distinctive character” and the “detriment to the reputation” of the trademark), whereas we have overlooked the pieces, or rather the only piece of the law which, with all evidence, had the opposite goal: to keep an open space for a lawful use of the trademark with a reputation by a third party. 

Similarly, it comes as no surprise that we have devoted so little attention to the legal justification for the use of a trademark with a reputation by a third party. Even the more general rules offering a legal justification for the use of a trademark by a third party (provided for by Article 6 of the Directive, as ”Limitations of the effects of a trade mark”) have been quite neglected, and so far their scope, in my opinion, has not been exactly identified.

Whichever the reason for today’s situation, the full content of the law can no longer be ignored on account of the obvious duty of loyalty of the interpreter of the law to the law itself. Indeed, we must acknowledge that if we ignore the formula “without due cause” in the interpretation of Article 5.2 of the Directive, we run the risk of losing (actually, we do lose) the balance of the law. By ignoring the possibility of a legal justification for the use of a trademark with a reputation by a third party, we may grant – actually, we do grant – excessive space to the exclusive right. 

And this is not advisable, since a protection of the trademark with a reputation which exceeds what is needed to protect the essential and primary function of the trademark – that is, to indicate the origin of the goods or services – results in a protection of the trademark owner’s interests (i.e. preventing the “unfair advantage”, the “detriment to the distinctive character”, or the “detriment to the reputation” of the trademark) which there is no reason to consider worthy of prevailing over any and all possible interests of a third party to use the trademark. 

Generally speaking, the monopolistic power the law bestows upon the trademark with a reputation needs to be controlled and constantly justified, to prevent an abnormal development of a “monopoly” which may undermine a reasonable balance of interests without an acceptable justification. All the more so in that the owners of trademarks with a reputation are well established and successful firms, and giving them an excessive protection (although they cry out for an even stronger protection, and although this strong protection can be considered to a certain point positive for the market and the general interest) may create an excessively high barrier for newcomers, and, generally speaking, it may reduce the dynamism of the market and contribute heavily to a considerable decrease in competition. 

3. In my view, the formula “without due cause” implies two different directions of analysis. Firstly, a “due cause” capable of justifying the use of a trademark with a reputation by a third party can be found in the same trademark law. Secondly, other possible ”due causes” can be found in laws not directly regarding trademarks. 

In the first direction of analysis, the text of Article 6 of Directive 2008/95/EC needs to be stressed. Pursuant to this article, the trademark right “shall not entitle the proprietor to prohibit a third party from using: a) his own name or address; b) indications concerning the kind, quality, quantity, intended purpose, value, geographical origin, the time of production of goods or of rendering of the service, or other characteristics of goods or services; c) the trade mark where it is necessary to indicate the intended purpose of a product or service, in particular as accessories or spare parts; provided he uses them in accordance with honest practices in industrial or commercial matters”.

The full content of this set of rules cannot be explored in this paper. However, we can immediately object to an idea which seems to underlie the limited analysis conducted on this point so far. It is generally thought, if not currently said, that Article 6 must be interpreted in a restrictive way: the mere fact that it is designed as a “limitation” of the effects of a trademark seems to justify this way of thinking. This idea is clearly not acceptable. I do not see any credible reason to read Article 6 in restrictive terms. Article 6 provides a limit to the trademark right, but in consideration of opposite rights of the third party and of the market, rights there is no reason at all to “restrict”. In other words, we can and must give their full meaning to the third parties’ rights and to the market’s rights which the law deems worthy of consideration. 

Another point I wish to underline is that the final condition of the rule (“provided he uses them in accordance with honest practices in industrial or commercial matters”) should not be assigned the task of reducing the possibility of a lawful use of the trademark. The legal meaning of the formula “honest practices” is quite open and somehow obscure, but it should be interpreted in the same general and permissive way in which analogous clauses in different texts of law were interpreted in the last decades (e.g., Article 10 bis of the Paris Convention). 

To summarize, Article 6 gives a third party (in some cases and under certain circumstances) the right to use the trademark, ignoring the exclusive right of the trademark owner. This right of a third party covers also a general interest: the interest of the market in a clear and satisfying communication between the third party and the market, the interest of the market in correct, simple and unequivocal information about the products and/or services offered by the third party. 

From this point of view, Article 6 (particularly letters b) and c). Letter a) raises a more restricted list of questions) must be read in such a way as to grant the third party – that is, all the operators in a given market – the possibility of communicating with the market (with competitors, distributors, consumers, etc.) in a language and in a context of words which can be considered “acceptable” from the perspective of the common language and of the current advertising customs. 

In other words, any market operator must be free – and has the right – to communicate to the market anything regarding “the kind, quality, quantity, intended purpose, value, geographical origin,... time of production of goods or of rendering of the service, or other characteristics of goods or services”, and “the intended purpose of a product or service, in particular as accessories or spare parts”. The need to proclaim the existence of this right cannot be questioned in a competition system. 

If any market operator can reasonably communicate with the market without using other people’s trademarks, he has to respect the existing exclusive rights. On the contrary, if a market operator, to communicate with the market on the above mentioned points, has to choose between the use of a trademark (owned by a competitor) and the use of circumlocutions or periphrases not compatible with the common language and with the current practice of advertising (being imprecise, or inaccurate, tortuous, ridiculous, or even misleading), he is entitled to use the trademark. This right has a clear limit, in so that the freedom to use the trademark is limited in principle to the denominative part of the trademark itself; any competitor, any market operator is free to use only the “name” of the trademark, but shall respect the non denominative parts of the trademarks: colors, shapes, types, and so on. 

The law on point should apply whether the trademark has a reputation or not. The general law, applicable to all trademarks, must apply, in my view, to trademarks with a reputation simply because the general law must be applied in special cases too, as is the case of the trademark with a reputation. Moreover, Article 6 must be applied even in the case of the trademark with a reputation, because the interest it protects (the above sketched general interest) outclasses the particular interest of the trademark owner.

Indeed, it is also possible to say that Article 6 must be applied in the case of the trademark with a reputation not only because it represents the general law, as I have already stated, but also because there is room for an argument a fortiori. If it is true that, under the circumstances provided for in Article 6, the right of a third party to use the trademark prevails over the “general” exclusive right of the trademark owner, a fortiori the right of the third party will prevail over the right of the trademark owner when what is at stake is not the “general” exclusive right to use the trademark, but only the “special” exclusive right of a trademark with a reputation. 

4. In the second direction of analysis, we have to look for some possible ”due causes” which can be found in laws not directly regarding trademarks. 

I am not going to enumerate all the chapters of law which give way to this possibility, but I shall mention at least one of them: the law of comparative advertising. This is not a minor chapter of law: on the contrary, it has, or should have, a major role in the development of a common market. And the ECJ states (ECJ, 12 June 2008, case C-533/06, 02 Holdings limited and 02 (UK) Limited v. Hutchison 3G UK Limited) that “the Community legislature was intending to promote comparative advertising, stating, inter alia, that comparative advertising can also stimulate competition between suppliers of goods and services to the consumer’s advantage”. 

It is generally known that under some circumstances comparative advertising can be simply not possible if the author of the comparison is obliged to “respect” the exclusive right of trademarks owned by competitors. EU Law is well aware of this, and the ECJ (in case 02 Holdings Limited & 02 (UK) Limited v. Hutchison 3G UK Limited) acknowledges that “the need to promote comparative advertising require(s) that the right conferred by the mark be limited to a certain extent”. Accordingly, the ECJ says that “the proprietor of a registered trademark is not entitled to prevent the use, by a third party, of a sign identical with, or similar to, his mark, in a comparative advertising which satisfies all the conditions … under which comparative advertising is permitted”. 

Article 3.a.(1).a of Directive 84/450/EC on misleading and comparative advertising provides: “Comparative advertising shall … be permitted when”, inter alia, “d) it does not create confusion in the market place between the advertiser and a competitor or between the advertiser’s trade marks, trade names, other distinguishing marks, goods or services and those of a competitor; e) it does not discredit or denigrate the trade marks … of a competitor; g) it does not take unfair advantage of the reputation of a trade mark”. 

Consequently, the ECJ has deduced from this rule that “comparative advertising is not permitted if there is a likelihood of confusion between the advertiser and a competitor, or between the advertiser’s trademark, goods or services and those of a competitor”. In other words, the right of the comparative advertiser to use a trademark owned by a third party must always respect the distinctive function of the trademark (i.e., the function of indicating the origin of the goods or services which, according to the ECJ, is “the essential function of the trademark”: ECJ, 18 June 2009, case C-487/07, L’Oreal), and shall not prevail over the interest of the trademark owner to prevent any risk of confusion or of association. 

Quite different is the relation between the interest of the comparative advertiser and the interest of the trademark owner in the other (said to be secondary) functions of the trademark, that is “that of guaranteeing the quality of the goods or services … and those of communication, investment and advertising”. According to the ECJ, these secondary interests of the trademark owner are not protected vis à vis the interest of the comparative advertiser.

5. What about the case of a trademark with a reputation? Undoubtedly, in the presence of a risk of confusion or of association, comparative advertising cannot use a trademark owned by a third party, be it a trademark with a reputation or not. The real problem is whether the use of a trademark with a reputation in comparative advertising is unlawful when – in the absence of a risk of confusion or of association – there is an “unfair advantage” for the comparative advertiser, a “detriment… to the distinctive character of the trademark”, or a “detriment… to the repute of the trademark”. 

According to Article 3.a(1).g, comparative advertising is unlawful when its author, using the trademark owned by a third party, takes “unfair advantage of the reputation of the trademark”. In this case the interpreter must verify whether this “unfair advantage” (in the context of comparative advertising law) is the same “unfair advantage” provided for by the general rule of protection of the trademark with a reputation (Article 5.2. of Directive 2008/95/EC). The first point to stress is that the simple use of the trademark by the third party does not imply per se an “unfair advantage”; the “unfair advantage” is something which is added to the use of the trademark. The second point is that the same formula (“unfair advantage”) should be interpreted in different ways, and, more precisely, it should be interpreted in more restrictive terms in the context of comparative advertising law. This point – implying a reduction in the protection level of the trademark with a reputation when it appears in comparative advertising – is based on the need to give space to the legitimate interests underlying the law of comparative advertising.   

Slightly less uncertain is the answer to a second question, regarding whether the other alternative conditions of protection of the trademark with a reputation (“detriment to the distinctive character or the repute of the trade mark”) are met by the law of comparative advertising too. At first glance, the “detriment to the distinctive character or the repute of the trade mark” does not seem to fully coincide with the “discredit or denigration” of the trademark, which is a more circumscribed hypothesis. In any case, there is no doubt that the reproduction of a competitor’s logo, trademark or name in an advertising message does not in itself discredit or denigrate that sign.  

To summarize: it is quite credible that comparative advertising making use of a trademark with a reputation owned by a third party can be considered lawful even in cases when the conditions established by Article 5.2 of Directive 2008/95/EC are met (i.e. when there is “unfair advantage” in the sense of Article 5.2, or “detriment to the distinctive character or the repute of the trade mark”), provided that this use can be considered lawful under the conditions established by Article 3.a.(1) of Directive 84/450/EC (that is: there is no “unfair advantage” in the more restricted sense of comparative advertising law, and there is no “discredit or denigration” of the trademark). 

I wish to present this idea as an only “provisional” conclusion. It is worth pursuing the investigation on the relation between the law of comparative advertising and the law of the trademark with a reputation, as well as delving into the balance between opposite interests. However, in my view, it is already possible to affirm that comparative advertising can be considered lawful even in cases where the use of a trademark with a reputation owned by a third party would be deemed unlawful if we only considered Article 5.2 of Directive 2008/95/EC. This conclusion which, in comparative advertising, denies the trademark with a reputation the full protection granted by Article 5.2, gives it another level of protection which is to be considered well balanced. Indeed, a full application of Article 5.2 would ignore, without valid reasons, the interests of the other players in the market, that is, the interest of the comparative advertiser, and, more importantly, the interest of the market in the positive effects of comparative advertising, which are highly praised by the EU, at least – and I hope not only – in words.  

6. In the second part of this paper I am going to apply the above mentioned ideas to the ECJ judgment in the L’Oreal case, to check whether it could or could not take them into consideration. Obviously, I am not interested in deciding whether the ECJ judgment is correct, especially in its questions of fact. I only intend to check whether cases like L’Oreal can give way to a fruitful application of the ideas abstractly suggested above.

Hence, we have to consider whether comparative advertising in the form of a comparative list of perfumes entailing no risk of confusion or association – as in the L’Oreal case  – can lawfully indicate the competitors’ products using the trademarks (needless to say, with a reputation) under which they are sold. 

The first problem is to decide whether the use of the competitors’ trademarks can be justified by Article 6 of Directive 2008/95/EC. My opinion is that in some cases (I am not interested in saying whether many or few. Suffice it to adequately describe their relevant characteristics) the answer is yes. 

I will proceed from the idea that in some cases it is absolutely impossible to identify a perfume simply by using words of the common language in a manner intelligible by the general public, that is by the average consumer. Indeed, sometimes a perfume can be identified simply by mentioning its main essence (e.g.: perfume of mint, or of mandarin). This is the case of perfumes produced with a single fragrance. Sometimes this is simply impossible: e.g., when the perfume is a mix of natural fragrances, and its fragrance does not coincide with any of them, or when the basis of a perfume is a synthetic compound whose technical name is not known by the general public. In these cases, the perfume does not have a common name, and the people cannot identify it or speak of it unless they use the trademark under which it is advertised and sold. In these cases, the trademark of the perfume can be used by all market operators, because it is, in fact, not a trademark, but the name of the perfume. And, as previously said, the freedom to use the trademark is limited to the denominative part of the trademark itself: anybody is free to use only the “name” contained in the trademark, but shall respect the non denominative parts of the trademarks: colors, shapes, types, and so on.   

Indeed, what is a name? A name is a word generally used by people who speak and understand a given language to univocally identify a certain entity. To assess whether the trademark is also the name of the product (more generally: to assess whether a word is or is not the name of a product) is a matter of fact, but in the above described situation, when it is impossible to identify the product without using the trademark, we must acknowledge that the trademark is the name of the product itself. Hence, a plain consequence is the freedom to use the name, granted by Article 6. 

I do not intend to point out all the cases where the trademark corresponds to the name of the product. Suffice it to say that this is the case for many new perfumes and for new products in general.

 With regard to perfumes, this assumption can be easily confirmed by the generally accepted idea that it is impossible to register a fragrance as a trademark if, as frequently happens, it is impossible for that fragrance to be “represented graphically”, as provided for by Article 2 of Directive 2008/95/EC. 

The more general case of new products does not concern all new products, but only those which do not have a common name and can only be identified by using imprecise, ridiculous or misleading circumlocutions. This was probably the case of the new product sold under the trademark “cellophane”, and today it is the case of the new product sold under the trademark “segway”. 

Indeed, “Segway” is a curious new device consisting of two wheels, a small platform, a vertical bar, and a small electrical engine, which can carry a person standing on the platform, at a speed up to 20 km/h. It was invented in the US a few years ago. This device (obviously, covered by a pool of patents) is advertised, sold and rented by its exclusive producer under the trademark “segway”. An Italian court has denied a preliminary injunction against an association of enterprises making use of the word “segway” to indicate the device, affirming that it was impossible to indicate that product with another name comprehensible to people, or with an acceptable circumlocution. Indeed, this device could be otherwise indicated only by saying “that new electrical device used for individual transportation”, or using other complicated and obscure periphrases incapable to let people understand exactly what is really at stake.      

On the contrary, in many cases it is possible to univocally identify a new product without using the trademark under which it is sold and advertised. In the case of a new kind of cookies stuffed with pepper, or a new kind of spaghetti spiced with cinnamon or with pomegranates, we could just say pepper cookies, or cinnamon spaghetti, or pomegranates spaghetti, and anybody would easily understand what we are talking about. In these cases, Article 6 would not be applicable, and the use of the trademark by third parties would be deemed unlawful.

7. It can be briefly added that in the above mentioned cases the freedom to use the name of the product – even if this is registered as a trademark – is confirmed by Article 3 of Directive 2008/95/EC, which considers “ground for refusal or invalidity” the fact that the trademark consist “exclusively” in a sign “which may serve, in trade, to designate the kind … of the goods”. When the character of the “exclusivity” is missing, the trademark is valid, but the exclusive right of the owner must tolerate the use of the trademark in descriptive function, as stated by Article 6. 

Moreover, I wish to make a brief comment – leaving out more potential explanations – about the case at hand (the case of the trademark of the new product, which corresponds to its name). This case is something different, though obviously connected, to the case of the trademark which “become(s) the common name of the product”, set forth by Article 12.2(a) of Directive 2008/95/EC. It is different because in the case of the new product the trademark is or can be the name of the product from the first moment of the product’s commercial life, whereas in the case of Article 12.2(a) the product has a common name, and as time goes by the trademark replaces or is added to the original name in everyday language. And the law has different conditions, since in Article 12.2(a) the “acts or inactivity” of the trademark owner play a role which have no relevance in the case of the name of the new product.  

8. Looking now at the law on comparative advertising, the L’Oreal case gives us the opportunity to consider whether the use of the trademark with a reputation by a third party in a comparative list of products must always be considered unlawful or not according to the conditions provided for by Article 3.a.(1) of Directive 84/450/EC on misleading and comparative advertising.

Firstly, it is easy to agree that the mere fact of making use of the trademark in comparative advertising does not necessarily imply “discredit” or “denigration” of the trademark. The ECJ, just in the L’Oreal case, states that the use of the trademark does not imply its blurring or tarnishing. In short, discredit or denigration of the trademark is something more than and different to the simple use of the trademark, e.g., it is the use of the trademark in the presentation of a repackaged product (Opinion of the Advocate General Mengozzi in L’Oreal, No. 56). Moreover, the trademark owner has to provide evidence that the advertiser is going beyond a simple use of the trademark. In the L’Oreal case this is not clearly visible. 

A second (and maybe more complex) problem is to check whether the use of the trademark with a reputation gives the comparative advertiser an “unfair advantage” in the sense of Article 3.a(1).g of Directive 84/450 or in the sense of Article 5.2. of Directive 2008/95/EC. As I have already explained, the formula “unfair advantage” should be interpreted in different ways, and, more precisely, it should be interpreted in more restrictive terms in the context of comparative advertising law. However, once more, an “unfair advantage” cannot be considered implicit in any use of the trademark. 

According to the ECJ (Toshiba), the use of the trademark owned by a third party enables the advertiser to take unfair advantage of the reputation of that trademark only if by referring to it the advertisement creates, in the mind of the public, an association between the operator whose products bear that trademark and the competitor (the advertiser), in that the public associates the reputation of the manufacturer’s products with the advertiser’s products. On this point, the Opinion of Advocate General Mengozzi in case 02 Holdings Limited, No. 55, is extremely interesting. It says that, even when this association occurs, we must “take into account the benefit to consumers of the comparative advertising in question”. 

These points need to be analyzed carefully. However, I believe it is impossible to say whether this “association” is implicit in any use of third parties’ trademarks in comparative advertising. It must be something different, something more, something with a real “materiality”, not consisting only of words. Obviously, the burden of proof lies with the trademark owner. In this perspective, in a case where, according to the ECJ and to the referring Court (the Court of Appeal of England & Wales), there was no risk of confusion, no effect on the sales of the products bearing the trademark, no jeopardy to the essential function of the trademark, no harm to its reputation, whether by tarnishment of its image or dilution or in any other way (L’Oreal, No. 30(2)), it is really difficult to find something more than the simple use of a trademark with a reputation by a producer different from its owner. And it seems to me that, indeed, there was nothing more to it.
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