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PREFACE

From the moment I got in contact with the law as a student, I have been try-
ing to find the crosslinks between the various areas of law as well as rela-
tionships between certain areas of law and matters of public policy and
economics. Unfair competition law, as a separate area of law, has proved to
be a particularly attractive area of law in light of the above. Not only is it
situated on the borderline of intellectual property law, competition law and
consumer protection law, but it is clearly connected to areas situated outside
of the legal landscape like competition policy, state interference and ethical
standards of behaviour. Should we provide for unfettered competition
between traders by relinquishing any call for arranging the behaviour of
players on the market, or do we need to provide for a set of rules to counter
unfair behaviour? And if so, what constitutes unfair behaviour? Do we want
to create more monopolies by introducing new quasi-intellectual property
rights? Shouldn’t companies be able to develop one single marketing strate-
gy when introducing their products on the European market instead of
being hindered by differences in unfair competition laws of the Member
States. And what set of rules should be provided to consumers who enter
into a cross-border transaction?

These considerations have motivated me to start and finish my research on
the harmonisation of unfair competition law. Because of the wide scope of
my research topic, I am particularly grateful to my promoter prof.mr. EW.
Grosheide for helping me keep my track by supporting me and placing his
confidence in me. In addition, I am very grateful to the Max-Planck-Institut
fiir Geistiges Eigentum, Wettbewerbs- und Steuerrecht in Munich, in par-
ticular prof. dr. dres. h.c. J. Straus and Dr. F. Henning-Bodewig for their
hospitality and the possibility to conduct research as a Stipendiat, as well as
the Queen Mary Intellectual Property Research Institute in London in par-
ticular in the person of prof.dr. M Blakeney and finally, the European Com-
mission, DG Health and Consumer protection for their hospitality. Special
words of thanks should be extended to mr. PA. Morris LL.B., who has edit-
ed the text of the manuscript and to mrs. WJ. Vreeckamp and mrs. T. Kloos
of the Wiarda Institute of the University of Utrecht for making the manu-
script ‘camera ready’. Last but not least, I want to offer my warm thanks to
my wife, Robijn, my parents and my sister, Evelyn, for providing me with
unfailing support in my work.

The research was completed in July 2005. Any case law or literature pub-
lished after this date has — with some minor exceptions — not been incorpo-
rated.

Utrecht, September 2005
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CHAPTER 1

Introduction

1.1 THE EUROPEANIZATION OF UNFAIR COMPETITION LAW

Competition is one of modern Western societies’ sacred words. It is the force that drives
forward the advance of material progress and prosperity, that spurs the discoveries of
science, that hastens the development of the arts. It is not a modern concept, though.
Even the ancient Greeks considered competition as a traditional and essential element
of their culture.' Ordinary Greek mores placed a high value on the concept of ‘agon’,
or competition, and the poet Hesiod spoke for the majority in distinguishing healthy
(market-oriented) from unhealthy (war-oriented) forms of rivalry:

‘I see there is not only one Strife-brood on earth, there are two. One would be commended when
perceived, the other is reprehensible, and their tempers are distinct. The one promotes ugly fighting
and conflict (...). But the other (...) rouses even the shiftless one to work. For when someone whose
work falls short looks towards another, towards a rich man who hastens to plough and plant and
manage his household well, then neighbour vies with neighbour as he hastens to wealth: this Strife
is good for mortals.’*

Competition has arguably played an important role in commerce ever since it originated
at the very start of communication in prehistoric times. From the moment it existed,
competition has stimulated innovation, encouraged efficiency, and driven down prices,
and it is touted as the foundation upon which capitalism is justified. Preserving competi-
tion by adhering to the principle of freedom of competition has therefore been one of
the main aims of the economic policies of the trading nations. In the 18" century, French
pioneer economists formulated the principles of laissez-faire as a reaction against
mercantilism, a system of commercial controls in which industry and trade, especially

1 See e.g. Buckhardt, who emphasized in his lectures on Greek cultural history the element in
ancient Greek culture that he called ‘das Agonale’: ‘Attica was traditionally credited with the
invention of civilization to an extent positively insulting to all others. According to this tradition,
it was the Athenians who first taught the human race how to sow crops and use spring water; not
only were they the first to grow olives and figs, but they invented law and justice, the agon
[competition] and physical exercise, and the harnessing of horses to carts’. See the selections from
these lectures published as: The Greeks and Greek Civilization, Burckhardt, Murray (Ed.), Stern
(Tr.), New York: St. Martin's Press 1998, pp. 160-213 (The Agonal Age).

2 Hesiod, Works and Days, (1l. 13-36).



Chapter 1

foreign trade, were merely seen as means of strengthening the state.’ Under the system
of mercantilism, navigation laws, trade monopolies, taxes, and paternalistic regulations
of all kinds rested heavily upon the rising class of merchants in the period of European
colonial expansion. After the French Revolution, the laissez faire policies that were
characterised by the absence of government intervention in trade, entrepreneurship and
investment, came to dominate the economic policies of the Western countries. This
prominent attitude towards free and unrestrained competition is particularly evident in
American culture where ‘Winning isn’t everything; it’s the only thing’.* As formulated
by Emerson:

‘If a man write a better book, preach a better sermon,
or make a better mouse-trap than his neighbor, tho'
he build his house in the woods, the world will make
a beaten path to his door.”’

At the beginning of the 19" century, following the laissez-faire movement that had led
to unbridled and often unfair competition, many countries began to enact legal restric-
tions to competition so as to guarantee fair and equal business competition. Nowadays,
competition is basically regulated by two areas of the law.® On the one hand, anti-trust
law contains a set of rules that provide states with the means to stop behaviour by
market participants that is likely to distort competition, in the interest of the market as
awhole.” Under anti-trust law the government takes the initiative to enforce compliance
with these anti-trust regulations. Unfair competition law, on the other hand, deals with
conduct between competitors and tries to prevent dishonest or fraudulent rivalry in trade

3 See for an economic analysis of mercantilism and laissez-faire economics: Wallerstein,
The Modern World System (three separate volumes), Academic Press: London 1976/1980/1989;
Holroyd, Government, International Trade, and Laissez-Faire Capitalism, McGill-Queen’s
University Press 2002, 280 pp.; Berend, An Economic History of Twentieth-Century Europe:
Economic Regimes from Laissez-Faire to Globalization, Cambridge University Press 2006,
370 pp.; Kanth, Political Economy and Laissez Faire, Rowman & Littlefield Publishers, 1986;
Heckscher/Magnusson(Intr.)/Shapiro(Transl.), Mercantilism, Routledge 1994, 916 pp.

4 This statement is attributed to the famous American professional football coach Vince Lombardi,
and came to exemplify a form of unfettered competitiveness that has permeated American sport
and has been carried over into the general culture.

5 Ralph Waldo Emerson, as recorded by Mrs. Sarah S. B. Yule during a lecture he gave in Oakland
(California), 18 May 1871, in The Oxford Dictionary of Quotations, 3rd ed., p. 208, 1979.

6  Cf. Verkade, Ongeoorloofde mededinging, Zwolle: Tjeenk Willink 1986, No. 1-5; Harte-
Bavendamm/Henning-Bodewig/Briining (2004), Einl. F, No. 125; Baumbach/Hefermehl/Kohler
(2004), No. 6.11 et seq.; Fezer (2005), Einl., No. 39 et seq.

7  With anti-trust law, the emphasis is on ‘competition’ as an economic entity that needs to be
safeguarded.
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and commerce.® It is not the government but the market parties themselves that are
charged with the enforcement of unfair competition laws. Kohler once compared unfair
competition to Proteus, the son of Poseidon and Tethys, who was very difficult to catch
as he changed into all possible forms:

‘denn die Unredlichkeit ist ein Proteus, der sich in tausend Formen fliichtet und gerade die
gesetzlich verponten Gestalten vermeidet, um in unzéhligen Verkleidungen dem loyalen Verkehr
die Friichte seiner redlichen Bemiihungen abzujagen; ein Proteus, welcher daher nur durch ein
ebenso gestaltenreiches Rechtsprincip, nicht durch das Spezialmittel eines einzeln formalen
Rechtsinstitutes wirksam bekédmpft werden kann.”

The law of unfair competition, the subject-matter of which is dealt with in this research,
has in most Western countries led to extensive regulations and case law so as to cover
the wide range of unfair trading practices that may arise in trade.'® Originally, the focus
was on the protection of the honest trader against the malpractices of his competitor.
This focus has over the years shifted to encompass the protection of consumers who
have been damaged by the unfair trading practices of a trader. The introduction of
consumer protection into the realms of unfair competition law can largely be accounted
for by the emergence of consumerism in the policy of the European Communities. In
particular the last decade has shown the development of various legal instruments in the
area of fair trading that focus on the protection of consumers against unfair trading
practices. On 11 June 2005, the EC Unfair Commercial Practices Directive came into
force."! This directive takes a great step towards the harmonisation of unfair competition
law within the Community. It is the first Community legal instrument that contains a

8  With unfair competition law, the emphasis is on the prevention of unfair behaviour by market
participants in trade.

9  ‘fordishonesty is like a Proteus, who takes on a thousand different forms and precisely avoids the
legally proscribed figures, so as to bereave in innumerable disguises, the loyal traders of the fruits
of their honest labour; a Proteus which hence can only be countered effectively by a legal
principle of similarly manifold disguises, not by the specific instrument of a single formal legal
institution.” See Kohler, Das Recht des Markenschutzes, Wiirzburg 1884, p. 60.

10 It is evident that the regulation of unfair competition is not just an issue for juridical or economic
deliberations, but also has a social significance, if we consider that there are even movies on this
subject. See the 2001 Italian film ‘Concorrenza sleale’ by the director Ettore Scola, that tells the
story of two shopkeepers in 1930s Rome selling clothes who enter into competition. A Catholic
man named Umberto feels a professional rivalry with a nearby shopkeeper, a Jew named Leone.
As he is losing business because Leone offers stock much like Umberto's and at lower prices,
Umberto refers to Leone’s products as well as his Jewish faith in a derogatory matter. A police
officer overhears this, and Leone, who had previously been quiet about his Jewish heritage, soon
finds himself having to deal with the sanctions being levied against Jewish citizens. As Umberto
sees his neighbour being slowly stripped of his property, his rights, and his dignity, his anger turns
to sympathy and he develops a friendship with his persecuted neighbour.

11 See chapter 2 (International and European law), § 2.6.2.2.
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general prohibition of unfair practices followed by specific provisions on the two unfair
practices which chiefly violate consumer interests, namely misleading and aggressive
practices. In line with the Consumer Policy Strategy 2002-2006, the Commission has
opted for total harmonisation, a novelty, since most directives concerning consumer
protection are based on minimum harmonisation. On the downside, the directive can be
criticized for omitting rules on unfair competition that occur in business-to-business
relations.

1.2 THESIS

This study focuses on the harmonisation of unfair competition law in the EU. Unfair
competition is a very broad concept and encompasses according to Section 10bis (2) of
the 1883 Paris Convention for the Protection of Industrial Property, ‘any act of competi-
tion contrary to honest practices in industrial or commercial matters’. Modern legisla-
tion, like the EC Unfair Commercial Practices Directive and the German Act against
Unfair Competition of 2004, define unfair competition as unfair commercial practices
that are likely to distort the economic behaviour of consumers.'? The problem lies in
defining what is fair and what is unfair. Most countries on the Continent have solved
this issue by drafting provisions containing specific unfair trading practices that were
in any case considered unfair. The common law countries, on the other hand, have
abstained from defining what is fair or unfair. Consequently they have refused to adopt
a law of unfair competition, although English law provides various legal remedies to
traders (and consumers) against practices that would be defined as unfair competition
by the civil law jurisdictions."

Against this background, my research focuses on the past initiatives to attain har-
monisation in unfair competition law and why these initiatives have not been completely
successful, the differences between the laws of the Netherlands, Germany and the
United Kingdom and their influence on the harmonisation process, and, finally, it
focuses on the new and forthcoming initiatives for harmonisation coming from the
European Commission. Accordingly, in this research I will try to find an answer to the
following question: In view of the recent developments in European unfair competition
law, is the complete harmonisation of unfair competition law feasible within the
foreseeable future?

To this end, [ will discuss the legislation and case law in the Netherlands, Germany
and the United Kingdom. As for the United Kingdom that recognises no unfair competi-

12 Cf. Section 5(1) and (2) Unfair Commercial Practices Directive and Section 3 UWG 2004.
In Section 5(2)(a) of the Directive, it is stated that these practices should be contrary to the
requirements of professional diligence.

13 See chapter 5 (English law), §§ 5.2 and 5.5.1.7; chapter 6 (Comparative law), § 6.2.
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tion law, I will assess which legal instruments are available to plaintiffs that can lead to
the same results as unfair competition law under Dutch and German law. I will thereby
not only focus on substantive law, but on issues of procedural law as well. The develop-
ment of unfair competition law under Dutch and German law will be discussed as this
is required for a clear understanding of the matter. For English law, there will be no
separate discussion of legal history since there is no English law of unfair competition.
In addition to a discussion of national unfair competition laws, I will also look at the
unfair trading provisions that are contained in International as well as European law.
The focus will primarily be on Section 10bis of the 1883 Paris Convention for the
Protection of Industrial Property that has acted as a legal basis for unfair competition
law in the Member States of the European Union. Besides that, as to European law, the
focus will be on the 2005 EC Unfair Commercial Practices Directive. Also, I will inter
alia address the relation between unfair competition law and the free movement of
goods and services under primary European Union law, the relation between unfair
competition law and the European Convention on Human Rights and the question of
whether there is actually a legitimate need for the harmonisation of unfair competition
law. With these issues in mind, I will turn to the main question and will try to assess
whether the time is ripe for the harmonisation of unfair competition law.

1.3  DELIMITATION OF THE RESEARCH

This research deals with the harmonisation of unfair competition law and it involves an
assessment of the laws of three Member States of the European Union as well as
International and European law. Unfair competition law is such a broad area of the law,
that even a part of it e.g. the element of confusion in unlawful imitation under German
law, or the denigration of competitors under English law could be the object of a
doctoral dissertation. Such dissertations would be extensive, considering the controver-
sial character of unfair competitive practices and the vast literature on this subject that
has been written in the past decades. To be able to discuss the very topical subject of the
harmonisation of unfair competition law, I have therefore chosen to delimit my research
in some ways. First of all, I will confine my research to an assessment of rules in, Dutch,
German, English, International and European law. Although the topic of harmonisation
would ideally involve a comparison of all 25 Member States of the European Union, I
have chosen the three above-mentioned jurisdictions for the following reasons. System-
atically speaking, unfair competition law in the countries of the European Union is
basically addressed in three ways. Most countries feature specific regulations on unfair
competition law. German law serves as a perfect role model for these cases. Particularly
because of its recent reform, by way of the UWG 2004, German law will provide a very
interesting contribution to my research. Other countries, like The Netherlands and
France, do not provide for specific regulations on unfair competition, but they do
provide protection against unfair competition based on the general tort clauses that are
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articulated in their Civil Codes. I have chosen one of these countries, The Netherlands,
as a proponent of this structural approach towards unfair competition. The common law
jurisdictions, finally, do not recognize a clear concept of unfair competition in their
national law. I have chosen the United Kingdom as one of the examples of the common
law jurisdictions.' It is, in my view, important to pick a country that belongs to each of
these three categories, since I will try to indicate in my research that the differences in
the legal approach towards unfair competition and the way it has been accommodated
within the legal jurisdictions, are the most formidable obstacles —arguably more so than
the differences in substantive law — to the harmonisation of unfair competition law. In
addition, the three jurisdictions all belong to a different ‘legal family’ as defined by
Zweigert and Ko6tz, so Dutch law belongs to the Romanic family, German law belongs
to the Germanic family and English law belongs to the Common Law family."® Finally,
the three jurisdictions have certain characteristics that make them especially attractive
for my research. Dutch and English law are interesting subjects, since both jurisdictions
have demonstrated the greatest hesitation in accepting previous proposals for harmoni-
sation.'® German law has the great advantage of having an overwhelming amount of
legal literature on unfair competition law.

In addition to confining my research to the above-mentioned jurisdictions, I have
also limited it to specific, but very essential areas of unfair competition. My primary
focus will be on misleading advertising, discrediting competitors, know-how protection,
unlawful imitation by misrepresentation, and, finally, misappropriation of another’s
achievements. These are all areas that belong to the core of unfair competition law and
that have not yet been fully harmonised, but where (full) harmonisation might prove
feasible.'” Some areas will not be addressed since they have already been addressed to
a full extent by the Community legislator,'® such as, for example, comparative advertis

14 For an analysis of unfair competition law in Ireland, see Bodewig, Unlauterer Wettbewerb in
Irland, GRURInt 2004/10, p. 827-832.

15 Zweigert/Kotz, An introduction to comparative law, transl. by Tony Weir, 2d edition, Clarendon
Press: Oxford 1992, p. 63 et seq. in particular p. 75. See also, on the issue of choosing a jurisdic-
tion for a study of comparative law: Zweiger/Kotz (1992), p. 40-42; Oderkerk (1999), p. 47-60.

16 For English law, this attitude can probably be ascribed to the rejection of general clauses by the
English common law lawyers. For Dutch law, it can probably be explained by referring to the
adherence to the principle of free competition during the end of the 19" century/beginning of the
20" century. See the chapters English law (5) and Dutch law (3) for a further analysis.

17 The category of misappropriation of another’s achievements will not prove to be feasible for a
general harmonisation, but I have chosen to address this issue nonetheless since it presents one
of the main reasons (and fears) for common law lawyers to abstain from allowing a general law
of unfair competition. See chapter 6 (Comparative law), § 6.6 and chapter 7 (Conclusion).

18 This also includes the protection of geographical indications of origin. These indications are
separately protected under misleading and comparative advertising law, trademark law, specific
EC regulations (for example the Council Regulation 2081/92 on the protection of geographical
indications and designations for agricultural products and foodstuffs and the Council Regulation
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ing'® and e-commerce issues like unsolicited commercial advertising.”® Other areas of
unfair competition law will not be dealt with as they do not belong to the ‘core’ of
unfair competition law. Examples of this are boycott, discrimination, dumping and price
maintenance, which might also be actionable under anti-trust law.

1.4  METHODOLOGY

For this research I have opted for the methodical approach that is referred to as the
‘successive’ comparative law study.?' I will begin by looking at unfair competition as
it has been addressed under International and European law. Next I will address the
unfair competition laws of the three previously mentioned jurisdictions one chapter at
a time. After that, I will draw a comparision between these jurisdiction against the
background of the harmonisation of unfair competition law as far as it has been reached
under International and European law. Finally, I will draw conclusions as to the feasibil-
ity of harmonising unfair competition law. There are basically two reasons for using this

2082/92 on certificates of specific character for agricultural products and foodstuffs), as well as
various international regulation like the 1891 Madrid Agreement on the Repression of Appella-
tions of Origin and Indications of Source, the International Convention on the Use of Appellations
of Origin and Denominations of Cheeses (‘Stresa Convention’ 1951), the 1958 Lisbon Agreement
for the Protection of Appellations of Origin and their Registration and art. 22-24 of the TRIPs
Agreement. See also chapter 2 (International and European law), § 2.2.2 and 2.2.3.b. See for more
on geographical indication of origin: Audier, TRIPs agreement: agreement on trade-related
aspects of intellectual property rights, European Commission Directorate-General for Trade,
Luxembourg: Office for Official Publications of the European Communities 2000, 43 pp.;
Bullbrook, Geographical Indications within GATT, The journal of world intellectual property,
vol. 7, no. 4, pp. 501-522; Vroom-Cramer, Juridische aspecten van geografische aanduidingen,
Deventer: Kluwer 2002, 146 pp.; Ponet, De bescherming van benamingen van oorsprong,
geografische aanduidingen en herkomstaanduidingen: een juridische analyse naar Belgisch, Frans,
Nederlands, Europees en internationaal recht (diss. Leuven), Antwerp: Intersentia 1998, 687 pp.;
Streber, Die internationalen Abkommen der Bundesrepublik Deutschland zum Schutz geographi-
scher Herkunftsangaben (diss. Munich), KéIn: Carl Heymanns Verlag 1994, 234 pp.; SchloBma-
cher, Grundrechtliche Aspekte geographischer Herkunftsangaben (diss. Cologne), Cologne: Hundt
Druck 1992, 159 pp. This area of the law will be addressed as a side issue in conjunction with
areas such as e.g. misleading advertising or unlawful imitation.

19 Cf. Directive 97/55/EC 84/450/EEC of the European Parliament and of the Council of 6 October
1997 on Comparative Advertising, OJ L 290, p. 18 of 23 October 1997.

20 Cf. Directive 2002/58/EC of the European Parliament and of the Council of 12 July 2002
concerning the processing of personal data and the protection of privacy in the electronic
communications sector (Directive on privacy and electronic communications), OJ 2002 L 201/37,
that offers protection to privacy and contains a provision on product offers by unsolicited tele-
phone calls or telefax messages and on e-mail spamming (see Section 13).

21 Kokkini-latridou et.al., Een inleiding tot het rechtsvergelijkende onderzoek, Kluwer: Deventer
1988, p. 5.
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methodology in my research. First of all, it fits a research where the harmonisation of
law is addressed. When trying to determine whether a certain subject-matter is eligible
for harmonisation, it is important to clearly distinguish the approaches taken in the
different Member States. Secondly, as the law of unfair competition consists of multiple
actions against unfair competition, it clarifies matters when the separate actions are
jointly addressed under one jurisdiction in the same chapter. An example could eluci-
date this: introducing the English tort of passing off in conjunction with the Dutch legal
principle of slavish imitation and the German legal principle of unlawful imitation
would make it impossible for me to examine the matter according to its merits and
would prevent the reader from truly judging this tort on its merits. Introducing the tort
of passing off, in conjunction with other English legal instruments, like the tort of
malicious falsehood, will enable me to examine it in its common law framework.

1.5 TERMINOLOGY

As unfair competition law is still mostly a matter of national law, and because the
United Kingdom does not have a law of unfair competition, there are many cases where
the terminology will cause difficulties. To start with the phrase ‘unfair competition law’:
while it will basically have the same meaning under all civil law jurisdictions, the
common law lawyers will probably use it in various different ways, for example as a
synonym for misappropriation.** In this research, when I use the phrase unfair competi-
tion law, I refer to the way it is defined under the civil law jurisdictions that have based
their definition on Section 10 of the Paris Convention that states that unfair competition
is ‘any act of competition contrary to honest practices in industrial or commercial
matters’, supplemented by specific acts of unfair competition like the ones mentioned
in section 1.3.% In addition, the phrase unfair competition does not include anti-trust
law.* Next, the use of the terms ‘pre-emtion’ or ‘reflex-effect’,”> might have its difficul-
ties under English law, since it does not have a clear concept of pre-emption, unlike its
neighbouring jurisdiction of the United States. The common law of torts and the
statutory regulations seem to be ‘living’ a life which is fairly in isolation of one another,
although sometimes situations do present themselves that appear similar to pre-

22 See chapter 5 (English law), § 5.5.1.7d and 6 (Comparative law), § 6.2.

23 This includes, but only for a very small part, the action of misappropriation. See chapter 6
(Comparative law), § 6.6.

24 See supra § 1.1.

25 The terms ‘pre-emtion’ or ‘reflex-effect’ refer to the case where e.g. intellectual property
regulations explicitly or implicitly declare that additional protection under unfair competition law
is not desirable (negative reflex effect), or vice versa, if it explicitly or implicitly allows such
additional protection (positive reflex effect).
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emption.”® Finally, in some cases I will use different words although all have a similar
meaning. For example, the words trader, competitor, entrepreneur, business and com-
pany are basically interchangeable, and I use each of them whenever it seems best to do
s0.

1.6  PLAN OF ACTION

The present study has 7 chapters. Chapter 2 deals with the development of unfair com-
petition on an International and European level. International regulations as well as
proposals for unification will be discussed in addition to European proposals and
regulations on unfair competition law. Before addressing the recent EC directive on
unfair competition law, I will address the question of whether there is actually a
legitimate need for the harmonisation of unfair competition law. Also, some common
principles suggested in legal doctrine as alternative approaches to harmonisation will
be discussed. In addition, the law of unfair competition will be connected with the
Community principles of free movement of goods and services and the principle of
freedom of expression under the European Convention on Human Rights. Chapter 3
analyses the law of unfair competition under Dutch law. Before looking at the substan-
tive law issues, [ will describe the development of unfair competition within the Dutch
case law over the past decades. At the end I will address the question of whether the
codification of unfair competition law in Dutch law is indeed feasible. Chapter 4
contains an analysis of German unfair competition law. First of all, the new UWG 2004
and the old UWG 1909 will be placed alongside each other. Next, the development of
unfair competition under the German UWG since its first enactment in 1896 will be
addressed. After discussing the substantive law issues, I will try to determine whether
the new German law will make a good example for the complete harmonisation of
unfair competition law. In chapter 4, English law will be discussed in relation to unfair
competition. [ will start by pointing out the reasons why English lawyers have rejected
an action for unfair competition. Next I will discuss the substantive law topics by
looking at legal instruments that provide for equivalent protection under English law.
Misleading advertising and the protection of know-how are dealt with under their own
headings since they are also dealt with under these headings in the English legal
literature. The protection of competitors against discrediting remarks is placed under the
tort of malicious falsehood and the law of defamation.?” Unlawful imitation by misrepre-
sentation is placed under the heading of passing off. At the end, I will discuss the issue
of whether the tort of passing off may have expanded into a tort of unfair competition.

26 Cf. Chapter 5 (English law), § 5.5.1.5.
27 And for a small part under the heading of the Control of Misleading Advertisements (Amend-
ment) Regulations 2000, that includes comparative advertising.
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The second part of this study starts with chapter 6, which contains a comparative law
study of'the three jurisdictions that have been discussed in the previous chapters against
the background of international and European rules on unfair competition. Finally,
chapter 7 will be dedicated to a summary of the conclusions of the research that should
provide an answer to the question of the thesis posed in § 1.2.

10



CHAPTER 2

International and European Unfair Competition Law

2.1 INTRODUCTION

The law of unfair competition has a long history, both on the national and international
level. The protection of honest traders against malpractices by their competitors has
been on the international agenda for a long time. The increase in international competi-
tion, brought about inter alia by the process of industrialization, the removal of logisti-
cal barriers by the introduction of modern ways of communication and transporting
goods and the general increase in prosperity, led to various practices in trade that were
considered to be unfair and uncompetitive.

This development of a more internationally-oriented flow of technology and the
increase in international trade generated, during the second half of the 19" century, a
demand for protection against unfair competitive practices. The laissez-faire approach
of solely relying on the self-regulation of market forces proved not to function in reality,
despite the theoretical soundness of its basic model. To reach a level of effective,
workable competition in the market, a certain degree of state ‘interference’ was needed
in the form of legal regulation so as to counter the market failures that existed in trade.
This state interference took the shape of competition law, which developed into two
dimensions: antitrust law and unfair competition law."

The law of unfair competition from its very origins was aimed at protecting individ-
ual competitors by ensuring that all market participants should fight and compete in a
fair and decent manner and in accordance with the rules of the ‘game’ in the field of
competition.” Although antitrust law plays a crucial role in maintaining free competi-
tion, specific rules on unfair competition are needed to supplement the inadequacy of
the self-regulation of market forces and to counter the resulting market failures.’
Consequently, international principles on unfair competition have been drafted. These
principles will be discussed in the next section. Next, I will address the status of unfair
competition law within the European context, followed by an outline of certain concepts
that have been developed in doctrine as (proposed) underlying principles of unfair
competition law. Finally, I will discuss several new developments regarding the
harmonisation of unfair competition law.

1 See on the relationship between antitrust and unfair competition law, chapter 1, § 1.1.

2 Kirkbride, The law of unfair competition: is there an E.C. approach, Company Lawyer 2000,
21(8), p. 230.

3 Ibid, p. 230.
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2.2 INTERNATIONAL RULES ON UNFAIR COMPETITION

The international regulation of unfair competition law basically fell into line with the
regulation of intellectual property law. Unfair competition law at the time was primarily
concerned with the protection of the honest competitor against unfair trading practices.
Most of these unfair trading practices were equivalent to the actions prohibited by
industrial property law. Protection against unfair competition was consequently recog-
nized as forming part of industrial property protection. The first international regulation
of unfair competition law was therefore included in the Paris Convention for the
Protection of Industrial Property.

2.2.1 The Paris Convention for the Protection of Industrial Property

The Paris Convention for the Protection of Industrial Property was adopted in 1883. It
contained no provisions expressly dealing with unfair competition, although the
Preamble referred to the desire of the contracting states to guarantee fair trade.* The
Brussels Conferences of 1897 and 1900, which amended the Paris Convention, first
applied the principle of national treatment to laws of unfair competition by adopting a
new Article 10bis that prohibited discrimination in the application of national unfair
competition laws.” The Article did not, however, require any level or kind of
protection.® Some ten years later, in the Washington revision of 1911, the obligation for
countries of the Union to assure to nationals of other contracting states effective
protection against unfair competition, now found in Article 10bis (1), was included. It
is interesting to notice,’ as a side note, that the United Kingdom was responsible for the
original proposal for this provision.® In addition, in the period 1919 to 1925 the United
Kingdom was also the principal advocate of enhanced international protection against
unfair competition, leading to the inclusion of a definition of unfair competition in the
Hague Revision of 1925, presently contained in Article 10bis (2) of the Paris Conven-

4 Inthe French text: ‘la loyauté des transactions commerciales’.

5 ‘Les ressortissants de la Convention (art. 2 et 3), jouirent, dans tous les Etats de 1’Union, de la
protection accordée aux nationaux contre la concurrence déloyale’.

6  See Wadlow, The International Law of Unfair Competition: The British Origins of Article 10bis
of the Paris Convention for the Protection of Industrial Property, Oxford Intellectual Property
Research Centre Working Paper Series No. 4, February 2003, http://www.oiprc.ox.ac.uk/
EJWP0403.html, p. 8. See also for an analysis of unfair competition law in relation to TRIPs, in
particular with a view on the British attitude towards unfair competition: Wadlow, The law of
passing-off: Unfair competition by misrepresentation, London: Sweet & Maxwell 2004, No. 2-60
et seq.

7  If one takes the present reserved attitude of the United Kingdom towards awarding protection
against unfair competition into account.

8  Cf. Wadlow, Oxford (2003), p. 4.
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tion.” Nevertheless, the attitude of the United Kingdom towards drafting a law of unfair
competition, from that moment on until the present day, has been nothing if not conser-
vative.'® Finally, in the London (1934) and Lisbon (1958) revisions, a paragraph 3 of
Article 10bis was added containing examples of unfair competition that in particular are
to be prohibited.

As a result of the last revision at the Stockholm Conference 1967, the Article 10bis
now reads as follows:

Article 10bis

[Unfair Competition]

(1) The countries of the Union are bound to assure to nationals of such countries effective
protection against unfair competition.

(2) Any act of competition contrary to honest practices in industrial or commercial matters
constitutes an act of unfair competition.

(3) The following in particular shall be prohibited:

1. all acts of such a nature as to create confusion by any means whatever with the establishment,
the goods, or the industrial or commercial activities, of a competitor;

2. false allegations in the course of trade of such a nature as to discredit the establishment, the
goods, or the industrial or commercial activities, of a competitor;

3. indications or allegations the use of which in the course of trade is liable to mislead the public
as to the nature, the manufacturing process, the characteristics, the suitability for their purpose, or
the quantity, of the goods.

a General clause

Article 10bis (2) of the Paris Convention defines unfair competition as any act of
competition contrary to honest practices in industrial or commercial matters. Under this
definition, countries of the Union are free to grant protection against unfair trading
practices even if the parties involved are not competing against each other."' The sole
requirement for liability under this Article is that the act of unfair competition (or: unfair
trade practice) violates the ‘honest practices in industrial and commercial matters’. The
definition of what are considered to be ‘honest practices in industrial and commercial
matters’ is left to the national courts and administrative authorities.'” The Paris Conven-

9  “Any act of competition contrary to honest practices in industrial or commercial matters consti-
tutes an act of unfair competition’.

10 Wadlow, Oxford (2003), p. 5.

11 WIPO publication No. 725 (E), Protection against Unfair Competition, Geneva 1994, p. 18; Xiao
Yi Chen, The Status of International Protection against Unfair Competition, EIPR 1997, 19(8),
p. 422. This leaves room for, infer alia, protection against confusion in case of dissimilar
products. While Art. 10bis (2) of the Paris Convention does not require the parties to be involved
in a competitive relationship, the allegedly unfair act should be trade-related (an ‘act of competi-
tion’) and be liable to distort the free competition.

12 WIPO publication (1994), p. 18; Xiao Yi Chen (1997), p. 422.
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tion does not therefore provide for a uniform standard within the countries of the Union
with regard to these ‘honest practices’.”” The definition of ‘honest practices’ is not
limited to honest practices existing in the country where protection against unfair
competition is sought. Honest practices established in international trade have to be
taken into account as well.'"* As opposed to most national legislation that, in assessing

a trade practice to be unfair, prescribe a more objective criterion like ‘unfairness’,"

‘bonos mores’,'® ‘fair commercial practices’,'” ‘good marketing practices’,'® unlawful-
ness'’ and fault,” the Paris Convention adheres to the more subjectively-orientated

standards of decency as upheld in trade.
b Specific cases of unfair competition

In addition to the general clause, the Paris Convention mentions three cases which ‘in
particular shall be prohibited’. These are (1) creating confusion, (2) discrediting com-
petitors through false allegations and (3) misleading the public.

The first case largely overlaps with trademark law. European harmonisation of
trademark law under the Trademark directive, and the resulting case law of the Euro-
pean Court of Justice, has expanded the scope of protection under European trademark
law. As a result, the subject-matter as addressed in the Paris Convention is nowadays
largely covered by European trademark law.?' However, there are still cases in which
the Paris Convention may confer protection going beyond trademark law. This may be
the case when protection is sought for designations that are not registered under trade-
mark law and have not yet acquired any secondary meaning. Or, alternatively, if a trader
wants to protect his goods from being slavishly imitated. European trademark law does
not preclude supplementary protection against confusion based on unfair competition
law, as is explicitly mentioned in the preamble to the Trademark Directive:

13 Schricker, in: Jacobs/Lindacher/Teplitzky, GroBkommentar zum UWG, 1* edition, 1990 et seq.,
Einl. Rn. F 53 et seq.; Henning-Bodewig, Der internationale Schutz gegen unlauteren Wett-
bewerb, in: Schricker/Henning-Bodewig, Neuordnung des Wettbewerbsrecht, 1999,21,31; Beater,
Européisches Recht gegen unlauteren Wettbewerb — Ansatzpunkte, Grundlagen, Entwickelung,
Erforderlichkeit, ZEuP Volume 67 (2003), p. 26.

14 Bodenhausen, Guide to the application of the Paris Convention for the protection of Industrial
Property, Birpi: Geneva 1968, p. 144.

15 Asused in Germany, see UWG § 3.

16 Asused in Austria, Greece and Portugal.

17 Asused in Belgium, Italy, Luxembourg and Spain.

18 Asused in Denmark, Finland and Sweden.

19 Asused in the Netherlands.

20 Asused in France.

21 See also sub 2.3.5.2c.
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‘(...) Whereas this Directive does not exclude the application to trade marks of provisions of law
of the Member States other than trade mark law, such as the provisions relating to unfair competi-
tion, civil liability or consumer protection; (...)’

Although additional protection is allowed, this protection should not be based upon
trademark law, but upon a different legal concept such as, for instance, unfair competi-
tion law.

Discrediting a competitor, the second case of unfair competition specifically men-
tioned in Article 10bis of the Paris Convention, is defined as the issuing of any false
allegation concerning a competitor that is likely to harm his commercial goodwill. By
discrediting its competitor, a business may try to entice customers by providing incor-
rect information. This is done by casting untruthful aspersions on a competitor, his
products or his services. This type of behaviour is, in most cases, directed at another’s
competitive business and is therefore confined to B2B relationships. The consumer is
only of secondary concern. Discrediting one’s competitor has not been a topic of
European harmonisation so far.

The third case, finally, deals with the misleading of consumers, by creating a false
impression of one’s own products and services. As a result, an honest competitor may
lose clientele since consumers will rely on the incorrect information provided and will
consequently be falsely enticed to buy the other competitor’s goods. This type of unfair
competition, as dealt with in Article 10bis of the Paris Convention, is — again — mainly
directed at the protection of (honest) competitors. The Paris Convention, therefore, does
not emphasize the protection of the consumer in this respect. The introduction of
consumer protection within the realms of unfair competition law took place at a later
date.”

¢ Legal redress

By way of Article 10bis, the Paris Convention establishes a common denominator of
protection against unfair competition in each country of the Union.* In addition to this
Article, Article 10ter provides for the obligation to ensure ‘appropriate legal remedies
(...) to repress all the acts referred to” in Article 10bis. In particular, measures must be
taken to permit federations and associations representing interested industrialists,
producers or merchants to take action, provided that this is not contrary to the laws of
the country concerned and does not exceed the rights normally granted to national
associations. The countries of the Union, however, are left with a wide margin of
appreciation as to how to implement these treaty obligations.** The Paris Convention,

22 Seesub §2.4.
23 Xiao Yi Chen (1997), p. 422.
24 Xiao Yi Chen (1997), p. 421.
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under the principle of national treatment, does obligate each country of the Union to
accord to the nationals of all other countries of the Union treatment which is not less
favourable than the treatment it accords to its own nationals.” This right must be
afforded without a requirement of domicile or establishment in the country where
protection is claimed. Moreover, the Paris Convention stipulates in Article 10bis
minimum protection against unfair competition, which shall be guaranteed to foreign
members of the Paris Convention.?® The Paris Convention does, however, not mandate
the introduction of corresponding provisions in national legislation.”” The Paris Conven-
tion has therefore not substantially effected the unification of unfair competition law
within the countries of the Union, although it has probably persuaded most countries of
the Union to draft rules on unfair competition providing for at least a minimum level of
protection to nationals so as to prevent national discrimination.”® But apart from that,
the Paris Convention is of limited influence to the status quo of contemporary interna-
tional unfair competition law.”

2.2.2 Special agreements following the Paris Convention

Following the Paris Convention, various special agreements were adopted that contain
provisions relating to unfair competition law. The 1891 Madrid Agreement®® contains
three obligations relating to the use of false or misleading or deceptive indications of
the geographic origin of goods. As the Madrid Agreement only relates to the use of
geographic indications and as only a limited number of countries have become a party
to the Agreement, it has so far not been of any decisive international relevance .*'

25 Article 2 of the Paris Convention.

26 Countries of the Union are therefore not obliged to provide to their own citizens the minimum
protection stipulated under Article 10bis.

27 Henning-Bodewig, International Protection against Unfair Competition — Art. 10bis Paris
Convention, TRIPS and WIPO Model Provisions, IIC 02/1999, p. 168. See also Derruppe,
Concurrence déloyale ou illicite, Dalloz, Répertoire de droit international, Part 1, Paris 1998, No.
28; Permanent Bureau of the Hague Conference on Private International Law, Note on conflicts
of laws on the question of unfair competition: background and updated, Preliminary Document
No. 5 of April 2000 for the attention of the Special Commission of May 2000 on general affairs
and policy of the Conference, p. 11.

28 Henning-Bodewig (IIC 1999), p. 188.

29 Cf. Henning-Bodewig (IIC 1999), p. 188; Beater (2003), p. 26. Beater indicates that the absence
of any binding case law by the International Court of Justice, that pursuant to Article 28 of the
Paris Convention may hear a claim brought by one of the contracting states, may be one of the
reasons for the limited influence of the Paris Convention.

30 Agreement on the Repression of Appellations of Origin and Indications of Source, as amended
by the Lisbon 1979 revision. Only a limited number of countries, 33 as of January 1995, are party
to this agreement. Several countries that are important in international trade are not a party to this
agreement, such as the United States, Canada, Australia and most Latin America countries.

31 See Xiao Yi Chen (1997), p. 422.
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The 1958 Lisbon Agreement™ establishes an international system of registration and
protection for appellations of origin.*® It seeks to provide protection to the appellations
of origin of other Member States which are recognized as such in the country of origin
and which are registered in an international register administered by the International
Bureau of the WIPO. Just as the Madrid Agreement, the Lisbon Agreement is of limited
relevance due to the small number of Member States and its narrow application to unfair
competition law.

2.2.3 TRIPs*

Following the 1968-94 Uruguay Round of negotiations, the Agreement on Trade
Related Aspects of Intellectual Property (TRIPs) was drafted as part of the General
Agreement on Tariffs and Trade (GATT).*” The TRIPs Agreement forms the so-called
third pillar of the World Trade Organization. It introduced a set of enforceable intellec-
tual property rules for the international community. In so doing, it explicitly refers to
the main international agreements on intellectual property law, including the Paris
Convention.’® Nonetheless, the unfair competition provision of the Paris Convention
(Article 10bis) is incorporated into the TRIPs Agreement only in so far as it provides
a framework for the protection of undisclosed information®’ (i.e. trade secrets) and
geographical indications.*® The question arises whether these provisions have direct

32 Agreement on the Protection of Appellations of Origin and their International Registration, as
amended by the Lisbon 1979 Revision.

33 Article 2(1) of the Lisbon Agreement defines an appellation of origin as ‘the geographical name
of a country, region, or locality, which serves to designate a product originating therein, the
quality and characteristics of which are due exclusively or essentially to the geographical
environment, including natural and human factors’.

34 See for an comprehensive overview of international protection against unfair competition under
the TRIPs Agreement: Blackeney, Trade Related Aspects of Intellectual Property Rights —
A Concise Guide to the TRIPS Agreement, Sweet & Maxwell: London 1996; Reger, Der
internationalen Schutz gegen unlauteren Wettbewerb und das TRIPs-Ubereinkommen, 1999.

35 The TRIPS Agreement is Annex 1C of the Marrakesh Agreement Establishing the World Trade
Organization, signed in Marrakesh, Morocco on 15 April 1994, as a result of the 1986-94
Uruguay Round negotiations.

36 See Article 2 of the TRIPs Agreement.

37 Article 39 TRIPs Agreement.

38 Articles 22-24 TRIPs Agreement. See Samuelson, Challenges for the World Intellectual Property
Organisation and the Trade Related Aspects of Intellectual Property Rights Council In Regulating
Intellectual Property Rights In The Information Age, EIPR 1999, 21(11), p. 531. See also Hennig-
Bodewig, IIC vol. 30, no. 2/1999, p. 180; Schricker, Twenty-Five Years of Protection Against
Unfair Competition, 26 I[IC 782 (1995) and Fikentscher, Wettbewerbsrecht im TRIPS-Agreement
der Welthandelsorganisation, 1995 GRUR Int. 529, 532.
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effect.’” This relates to the complex nature of the relationship between EU and WTO
law. The EU does not unambiguously consider the TRIPs Agreement to have direct
effect since the dispute settlement provisions were characterised by a great degree of
flexibility.* The TRIPs Member States are, nonetheless, obligated to ‘give effect’ to the
TRIPS Agreement in national law. A distinction must be made between provisions that
have a mandatory or a discretionary character. This distinction will indicate whether a
provision has direct effect.*! Article 39 of the TRIPs Agreement, which provides for the
protection of trade secrets, is considered to be directly applicable.** Articles 22-24 of
the TRIPs Agreement, providing protection for geographical indications, are considered
to be devoid of direct applicability.*

Besides the provisions on the protection of trade secrets and geographical indica-
tions, no other provision exists that directly relates to unfair competition law. The TRIPs
Agreement thus only provides protection against unfair competition in a few specific
cases.*

2.2.4 WIPO Model Provisions on protection against unfair competition

As we have seen, under Article 10bis of the Paris Convention, Member States are
obliged to provide for protection against unfair competition. The same obligation exists
under Article 2 of TRIPs, according to which Members of the World Trade Organiza-
tion bound by Article 2 of that Agreement are obliged to comply with Article 10bis of
the Paris Convention, as far as the protection of trade secrets and geographical indica-

39  Only in countries that have a monist approach to the implementation of International Treaties may
provisions have direct effect, meaning that they are ‘self-executing’. In those countries that have
a dualist approach (e.g. the United Kingdom), enabling legislation is required for the implementa-
tion of International Treaties.

40 See e.g. Council of Europe, OJ EC 1994, No. L 336, pp. 1-2. See also Case C-149/96 Portugal
v. Council [1999] ECR 1-8395, paragraph 41 ‘It follows that the WTO agreements, interpreted
in the light of their subject-matter and purpose, do not determine the appropriate legal means of
ensuring that they are applied in good faith in the legal order of the contracting parties’ and
paragraph 47; Case C-280/93 Germany v. Council [1994] ECR 1-4973, paragraphs 103 to 112.

41 See for a detailed review of this matter: Moncayo von Hase, The Application and Interpretation
of the Agreement on Trade Related Aspects of Intellectual Property Rights, in: Intellectual
Property and International Trade — the TRIPs Agreement, C.M. Correa et.al., Kluwer Law
International, London: 1998, p. 93 et seq.

42 Reger (1999), p. 212 et seq.

43 Reger (1999), p. 282 et seq.

44  Schricker/Henning-Bodewig, Rechtsvergleichende Untersuchung im Auftrag des Bundesminis-
terium der Justiz, MPI-Institut Munich, July 2001, p. 21. Besides, the TRIPs Agreement is primar-
ily directed towards addressing the interests of competitors, not consumers. It can therefore only
provide a basis for protection against unfair competition when a competitor’s interests are harmed.
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tions are concerned.” However, many authors — in the second half of the 20" century
— believed that Article 10bis of the Paris Convention had become outdated and they
proposed its modernisation.*® The International Bureau of the World Intellectual
Property Organization (WIPO) drafted ‘as a first step in a series of activities concerning
protection against unfair competition’*’ a set of Model Provisions on unfair competition
law.* The Model Provisions implement the obligations that exist under the Paris
Convention and the TRIPs Agreement ‘by defining, in Articles 2 to 6, the principal acts
or practices against which protection is to be granted and by providing a basis for
protection against any other acts of unfair competition in Article 1(1)’.*” These Model
Provisions were drafted following a study in the field of unfair competition law, as
presented by the International Bureau of the WIPO.™

The WIPO Model Provisions are an elaboration of Article 10bis of the Paris Conven-
tion. The general provision, Article 1, states that in addition to the acts of unfair
competition set out in Articles 2 to 6, ‘any act or practice, in the course of industrial or
commercial activities, that is contrary to honest practices shall constitute an act of unfair
competition’. The general clause closely resembles that of Article 10bis of the Paris

45 Some authors believe that the TRIPs Agreement also generally incorporates (all) minimum
standards of the Paris Convention. See e.g. Reichmann, Universal Minimum Standards of
Intellectual Property Protection under the TRIPs Component of the WTO Agreement, in:
Intellectual Property and International Trade — the TRIPs Agreement, Correa et.al., London:
Kluwer Law International 1998, p. 69.

46 Dyer, Unfair competition in private law — Collected course of the Hague Academy of Interna-
tional Law, Dordrecht: 1990, Martinus Nijhoff, note 5 at page 383.

47 Protection against unfair competition: Analysis of the present world situation, WIPO Publication
No. 725(E), Geneva 1994, p. 3.

48 Model Provisions on protection against unfair competition: Articles and notes, WIPO Publication
No. 832, Geneva 1996, 68 pp.

49 See supra 48, p. 6. The Model Provisions explicitly refer to the Paris Convention as well as the
TRIPs Agreement. The relationship between the WIPO and the WTO is, in this respect, not
completely clear. In December 1995, the WIPO and the WTO concluded an Agreement that
provides for inter alia the availability of legal-technical assistance by the two Organizations to
developing countries relating to the TRIPS Agreement. WIPO received a mandate to assist
countries in the TRIPs implementation. WIPO's legislative advice to these countries is provided
on the basis of WIPO's basic draft laws which are reviewed and updated by WIPO to take into
account developments in the field of intellectual property. Among these draft laws are the 1996
WIPO Model Provisions on Protection Against Acts of Unfair Competition. So, although these
Model Provisions are formally a proposal for a possible way of implementing the unfair competi-
tion provisions of the TRIPs, it is clear that the Model Provisions more directly relate to the Paris
Convention. WIPO, by way of the Model Provisions, has drafted (proposals) for legislation on
matters that were not fully dealt with under the TRIPs Agreement.

50 Seesupra47. The study is based upon research conducted by the Max Planck Institute for Foreign
and International Patent, Copyright and Competition Law in Munich completed by expert
opinions.
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Convention. As we will see, however, the Model Provisions are — as is the case with the
Paris Convention — limited to a setamount of ‘classic’ acts of unfair competition.”' They
supplement the types of unfair competition as mentioned in the Paris Convention
(creating confusion, discrediting one’s competitor and misleading the public) by adding
provisions that provide protection for trade secrets and to prevent badges of trade from
being diluted.’” The provision on trade secrets is consonant with Article 39 of the TRIPs
Agreement. Not included, however, are provisions on other areas of unfair competition,
e.g. slavish imitation or other forms of ‘free riding’ other than dilution, sales promotions
(e.g. lotteries, free gifts etc.) or taking the lead over one’s competitors by benefiting
from a violation of the law. More importantly, although the Model Provisions do
incidentally refer to consumer protection® as opposed to the Paris Convention, the
interests of consumers play only a marginal part. This is most indicative by the omission
of any rules on the enforcement of these Provisions for the consumer. Consequently, the
Model Provisions, by not integrating consumer protection law to a greater extent, do not
seem to be on a par with the developments in modern unfair competition law.>*
Nonetheless, the Model Provisions are, to some extent, an improvement on or at least
an extension to Article 10bis of the Paris Convention. First of all, the Model Provisions
clearly do not stipulate the presence of a relationship between economic competitors.>
While the Paris Convention mentions ‘any act of competition contrary to honest prac-
tices...”,” the Model Provisions use the words ‘any act or practice (...) that is contrary
to honest practices’. Secondly, while the Paris Convention, as we have seen, provides
for the obligation to ensure appropriate legal remedies to repress all the acts referred to
in Article 10bis, the Model Provisions leave room for the expansion of this notion.
Article 1(1)(b) of the Model Provisions states that ‘any natural person or legal entity
damaged or likely to be damaged by an act of unfair competition shall be entitled to the
remedies referred to in ...". The dots at the end of this provision have not been filled in,
since, according to the Notes to the Model Provisions, ‘provisions on enforcement will
be added to the Model Provisions at a later stage, after a study on the enforcement of

51 Schricker/Henning-Bodewig (2001), p. 105. See for an outline of the acts of unfair competition
as specified in the Model Provisions: Gielen, WIPO and unfair competition, EIPR 1997, 19(2),
pp- 78-81.

52 See Henning-Bodewig, in: Schricher/Henning-Bodewig, Neuordnung des Wettbewerbsrecht,
Nomos: 1999, p. 37 et seq.

53  WIPO Model Provisions, notes 1.06, 4.01 and 4.05. See also Henning-Bodewig, UWG, 39;
Schibli, Multistate- Werbung im internationalen Lauterkeitsrecht mit besonderer Berticksichtigung
der Internet-Werbung, diss. Zurich 2004, p. 41.

54 See supra § 2.4.

55 Gielen (1997), p. 79.

56 Although, as we have seen, this can also be interpreted as the Paris Convention including
protection against acts of unfair competition where no competitor relationship is present, see
supra 11.
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intellectual property rights has been carried out by the International Bureau.”” Refer-
ence is thereby made to the provisions of Part III of the TRIPS Agreement, entitled
‘Enforcement of Intellectual Property Rights.”>® Such remedies should be available to
businesses and consumers as well as consumer associations. The Notes to the Model
Provisions also endorse systems of self-regulation, like e.g. ‘codes of conduct applying
to newspaper and broadcast advertising, sales promotion, the advertising of employment
and business opportunities, mail order sales, sales of cosmetics, tobacco, alcoholic
drinks and so on’. Opinions provided by self-regulatory bodies cannot, according to the
Notes, be enforced in national courts, but may nevertheless provide them with guidance
when considering unfair competition matters.

The WIPO Model Provisions have led to discussions in the literature. Gielen, as a
proponent of the Model Provisions, states that they are ‘an extremely useful tool for
countries wishing to adopt or improve legislation on unfair competition.’* Cornish, in
a reaction to this outline, opposes the broad interpretation of the Paris Convention by
means of the Model Provisions. In his view, the WIPO Model Provisions are simply a
tool for assisting countries to implement international obligations. He indicates that
these Model Provisions on unfair competition favour a ‘very extensive view of activities
which should constitute unfair competition’.® Cornish believes that they take a highly
protective view of the scope of unfair competition. In this respect, he indicates the
protection provided by the Model Provisions as being in some areas equivalent to
(European) trademark protection, as is the case with protection against the dilution of
one’s badge of trade. In some cases, he argues, the Model Provisions may provide for
protection when trademark law does not do so, as could be the case when there is

57 WIPO Publication No. 832, p. 12. To my knowledge, these provisions on enforcement have not
been added to date.

58 According to the Notes to the Model Provisions, ‘the provisions on enforcement will be added to
the Model Provisions at a later stage, after a study on the enforcement of intellectual property
rights has been carried out by the International Bureau. Due account will be taken in that
connection of the provisions of Part III of the TRIPS Agreement, entitled ‘Enforcement of
Intellectual Property Rights’.” However, the provisions on enforcement of intellectual property
rights as stated in part III of the TRIPs Agreement, relate to intellectual property rights as
specified in Sections 1 to 7 of Part II of the TRIPs Agreement (see Article 1(2) TRIPs Agree-
ment). These include geographical indications and trade secrets. Unfair competition as a whole,
however, does not fall within the definition of intellectual property rights within the meaning of
the TRIPs Agreement. The TRIPs Agreement does not therefore extend its procedural require-
ments to unfair competition law as such. See also Cornish, Genevan bootstraps, EIPR 1997, 19(7),
p. 337. The provisions on ‘Enforcement of Intellectual Property Rights’ in the TRIPs Agreement
may therefore serve as a guideline for devising specific provisions, but they are not directly ap-
plicable to unfair competition law.

59 Gielen (1997), p. 81.

60 Cornish (1997), p. 337.
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likelihood of “association’ in the absence of a likelihood of confusion.®! Furthermore,
he dislikes the possibility granted to competitors to take action against advertisements
that mislead the public.®* In short, he believes the WIPO Model Provisions to be part of
a race to promote extensions of intellectual property and that they threaten to destroy
the balance between protection and competition.

2.2.5 The International League of Competition Law

The unification of unfair competition law has been the topic of discussion in various
scientific associations as well.®® One of them is the International League of Competition
Law (LIDC), which has as one of its aims ‘to promote the principles of fairness and
justice in competitive trade’ and to ‘campaign against all types of unfair competition’.**
At its Congress in Berlin in September 1994, the International League of Competition

Law adopted the following Resolution:

‘1. Competent national authorities provide for effective protection against unfair competition at
least according to the standards of article 10 bis of the Paris Convention, and, where necessary to

61 Ibid., p. 337.

62 Although this possibility granted to competitors is indeed not implicitly present under the Paris
Convention that serves as a basis for these Model Provisions, it is nonetheless a sound possibility
for the Member States of the European Union . The EC Directive on Misleading and Comparative
Advertising explicitly states that its rules are meant to protect the interests of consumers as well
as competitors. It is therefore not completely illogical to include this possibility in the Model
Provisions.

63 For example, in around 1950 the Institute for the International Unification of Private Law in
Rome (UNIDROIT) prepared a comparative study on the concepts and theoretical foundation of
legal actions for unfair competition in seven different European countries. The outcome was not
very positive. See: Observations préliminaires pour une étude comparative en matiere de concur-
rence déloyal, U.D.P. Rome 1957, Etudes: XLI Concurrence déloyale, Doc. 1 and: Rapport sur
les possibilités de réaliser une certain unification en matiére de concurrence déloyale, U.D.P.
Rome 1950, Etudes: XLI Concurrence déloyale Doc. 2. Another report was presented by the
International Association for the Protection of Intellectual Property (AIPPI) in 1994, in the form
of a Resolution on ‘Effective protection against unfair competition under Article 10bis Paris
Convention of 1883”, Question Q115, AIPPI Yearbook 1994/11, pp. 398 — 404. This report is an
elaboration of Article 10bis of the Paris Convention and the subsequent WIPO study (see supra
47). The AIPPI Executive Committee in Copenhagen, which drafted this report, provides a
definition of unfair competition law and proposes the unification of this subject-matter, in
particular in the areas covered by the Paris Convention, as well as in the areas of dilution, slavish
imitation and trade secrets.

64 The LIDC was formed in 1930 and since 1984 is has been called ‘Ligue Internationale du Droit
de la Concurrence’ or ‘International League of Competition Law’. It is a Swiss independent
scientific association consisting of National and Regional Groups and Individual members in
countries all over the world.
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achieve such protection, by adopting specific laws relating to unfair competition rather than by
piecemeal legislation;

2. states and international organisations accelerate the harmonisation of laws relating to unfair
competition based on the preceding recommendation.

3. For example: the following principles should be taken into account:

— with respect to deception, that

a) the mere risk of deception is in principle sufficient to constitute unfair competition and

b) the intention to deceive is not required to constitute unfair competition.

— with respect to comparative advertising, that the reference to another's mark or name should be
permitted only to the extent that such reference does not take unfair advantage of and is not
detrimental to the distinctive character or reputation of the mark or name.”®®

The LIDC has, in addition to this Resolution, published various papers that relate to
unfair competition.’ It organizes a congress for its members on a yearly basis, whereby
a group of experts present national reports on various matters relating to unfair competi-
tion, which they have previously been requested to draft. These reports discuss differ-
ences between the laws of various nations on issues of unfair competition.®’

2.2.6 Conclusions

The Paris Convention and other relevant international conventions have established a
minimum level of protection against unfair competition in each Member State. The
WIPO Model Provisions on unfair competition are not binding, and neither were they
unequivocally received in the literature. Although it is safe to say that no real unification
has been attained in international law regarding unfair competition, the international
conventions have nonetheless resulted in the drafting of rules on unfair competition on
the national level. All countries that have established market economy systems have
devised some kind of safeguard against unfair competition. The questions raised and

65 International Review of Competition Law, 1994, No. 175, p. 13.

66 See e.g. Remiche, La rélation actuelle entre le droit de la concurrence et le droit déloyale est-elle
satisfaisante, Rapport géneral, RIDC 1995-2, 35-61; De Caluwé/Delcorde/Didier Putzeys, Les
régles de concurrence dans le monde — Evolution récente, RIDC 1997-23, 14-37; Loewenheim,
‘Harmonisierung des Rechts des Unlautern Wettbewerbs’, RIDC 1994-2, 33-44 and RIDC
1993-3, 6-23. See also AIPPI, Annuaire 1994/1, 61-72.

67 Topics include, e.g., the approach towards comparative advertising, the regulation of domain
names, the treatment of the media under unfair competition law, etc. See for more details, the
website of the LIDC: http://www.ligue.org. See also Kabel, Reclamerecht Online: Problemen in
theorie en praktijk, a composition of two separate articles previously published in IER no. 6,
December 2001, pp. 257-266 and in IER no. 3, June 2002, pp. 117-124, published 16 August 2002
on http://www.ivir.nl/publicaties/kabel/reclamerecht online.html, p. 23. Kabel indicates that it
is apparent, based on these LIDC reports, that the law of unfair competition is different in the
Member States. This will, in his opinion, be an obstacle for harmonisation as well as the fact that
this area of the law is primarily judge-made law.
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topics discussed relating to unfair competition on an international level as shown above,
e.g. in relation to the scope of protection under the Paris Convention and the differences
in the implementation of this Convention in the laws of the countries of the Union, fuel
the need for a coherent approach towards this subject-matter.®® Below, I will discuss
whether the European Union may serve as a convenient platform for creating a uniform
approach towards the law of unfair competition.

2.3 UNFAIR COMPETITION WITHIN THE EUROPEAN COMMUNITY
2.3.1 Introduction

Unfair competition has always been something of a maverick in the development of EC
law. As far as law regulating competition is concerned, the EU has primarily focused
on creating a framework of anti-trust law in order to speed up the task of breaking down
national customs and trade barriers. As a consequence, the harmonisation of unfair
competition law was not a principal point to be addressed during the first decades after
the foundation of the European Community, despite the fact that most national legisla-
tion was already familiar with the doctrine of unfair competition.” Conversely, the
harmonisation of the neighbouring area of intellectual property law did, indeed, get off
the ground. Could the law of unfair competition not take part in this process? The law
ofunfair competition, however, could not be put on a par with intellectual property law.
Unlike the Paris Convention, the European Court of Justice and the TRIPS do not regard
unfair competition law as belonging to intellectual property.™

68 As we will see below, a more coherent approach relating to unfair competition on a national as
well as Community level is feasible as well. However, comprehensive empirical material that
supports the assumed malfunctioning of the (internal) market because of any absence of a unified
law of unfair competition does not exist, although the European Commission has based its
proposal for the harmonisation of unfair competition law by way of the Unfair Commercial
Practices Directive on various empirical surveys, see sub 234 and 235.

69 In retrospect, one can nonetheless argue that the introduction of EC Anti-trust law has had a
positive influence on the development of unfair competition law in Europe. See Beier, The law
of unfair competition in the European Community — Its development and present status, [1985]
10 EIPR, p. 287; Ulmer, Das Recht des unlauteren Wettbewerbs in den Mitgliedstaaten der
Europédischen Wirtschaftsgemeinschaft, Volume I: Vergleichende Darstellung mit Vorschlagen
zur Rechtsangleichung, 1965, 58 ef seq.

70 According to EC case law, the law of unfair competition cannot be qualified as ‘protection of
industrial and commercial property’ within the meaning of Article 30 EC Treaty. See Case 6/81
[1982] ECR 707; [1982] 3 CMLR 102. See also Cornish (1997), p. 337. It is interesting to note
that the Convention establishing the WIPO, concluded at Stockholm on July 14, 1967, in Article
2(viii) defines intellectual property as rights relating to (...) protection against unfair competition.
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In addition to the abovementioned lack of an initial interest by the European legisla-
tor to create rules on unfair competition alongside anti-trust rules, there are several
added reasons for the absence of any complete harmonisation of unfair competition law.
First of all, the complexity of the subject-matter.”" The law of unfair competition is a
very dense and comprehensive area of the law. It serves various interests, and it encom-
passes a multitude of acts that are deemed to be unfair. The differences in national law
that would theoretically call for harmonisation have, ironically, proved to be obstacles
in devising a single set of harmonised rules for this legal jurisdiction, because these
differences have prevented the Member States from reaching a compromise on this
politically sensitive subject-matter. The past decades have, nonetheless, demonstrated
a gradual unification of the law of unfair competition within the member states, that can
partly be attributed to the harmonisation of neighbouring areas of the law.”* Secondly,
in addition to the complexity and divergences that existed between national laws, the
law of unfair competition has been accommodated in a different way within the various
national legal systems. As we have seen in chapter 1, some Member States have drafted
specific rules on unfair competition, others have placed this tenet under the rules
concerning tortious liability, while a third group of Member States do not recognize any
law of unfair competition at all.”

The common law Member States,” and in particular the United Kingdom, have been
reluctant in accepting a law of unfair competition and have therefore so far rejected a
general action for unfair competition.” Free competition is deeply rooted in common
law, or in other words ‘Imitation is the lifeblood of competition’.”® There was conse-
quently no room left for a new tort of unfair competition. However, not only legal
objections were responsible for the absence of any consensus on this topic. Considera-

See Blakeney, Trade Related Aspects of Intellectual Property Rights: A Concise Guide to the
TRIPs Agreement, London, Sweet&Maxwell: 1996, 2.01.

71 See Beater, Europaisches Recht gegen unlauteren Wettbewerb, ZEuP 2003, Band 67, Heft 2,
p. 40.

72 Even Ulmer, in his famous comparative study on unfair competition law dating from forty years
ago, already noted that the national laws of the Member States are similar in many areas, except
inter alia the protection of trade secrets and the ancillary protection of unfair competition in
trademark law. See Ulmer and Beier, Het recht inzake oneerlijke mededinging in de lidstaten der
Europese Economische Gemeenschap, Deel 1: Rechtsvergelijkend overzicht, Tjeenk Willink,
Zwolle, nr. 389 et seq. See chapter 6 for a comparative overview.

73 In chapter 6, where I will provide a comparative overview, I will demonstrate that this factor is
one of the main obstacles preventing the law of unfair competition from being harmonised.

74 The United Kingdom and Ireland.

75 Despite their initial active role during the consultations on the Paris Convention. See in more
detail on the position of the UK § 2.2.1 as well as chapter 5 English Law.

76 Kaufmann, Passing Off and Misappropriation — An Economic and Legal Analysis of the Law of
Unfair Competition in the United States and Continental Europe, diss., VCH Verlag, Weinheim,
1986, p. 5.
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tions on an economic level, e.g. whether rules on unfair competition law would hamper
competition, as well as political considerations, e.g. whether governments should devise
rules that might interfere with the principle of free trade, impeded the process of
harmonisation. Various pressure groups, like consumer organisations, trade unions,
(big) businesses and governments used their political power to influence the harmonisa-
tion process which started as early as 1960 and created a stalemate that prevented the
process of harmonisation from progressing. As Cornish put it, ‘in a way the world is
divided over how far it is legitimate to extend civil obligations which inevitably inhibit
the freedom of traders to compete in the course of competition’.”” Advocate-General
Verloren Van Themaat, in the Oosthoek case,” characterised this by stating that the law
of unfair competition represents ‘an area in which pitfalls, obstacles, snares and traps
abound’.

Kamperman Sanders, in his study on unfair competition law, is nonetheless favour-
ably disposed towards the possibilities for reaching a certain level of unification in the
field of unfair competition law. He states that ‘despite these different legal views there
are clear indications that the desire for a system of minimum intervention on the field
of unfair competition features high on the policy agenda’.” Schricker notes in this
respect that ‘In the field of unfair competition law many have doubted whether legal
harmonisation [is] necessary at all’®, although he concludes that it ‘in no way appears
to be a lost cause, but a real chance to consolidate the internal market’.®!

These observations prove to be even more convincing if one would take into account
the developments that have taken place in the European internal market over the past
years. There are increasing cross-border exchanges implying not only the transfer of
goods and services from one Member State to another, but also the use of promotional
techniques in marketing, and other types of trade practices that may be unfair. The
globalisation of the market accentuates this situation. Alpa justly indicates that equip-
ping the various Member States with similar rules on unfair trading might help as a
uniform address to this growing issue.*

77 Cornish, Genevan Bootstraps, Opinion: [1997] 7 EIPR, p. 336.

78 ECIJ Case 286/81 of 15 December 1982.

79 Kamperman Sanders, Unfair competition law, Oxford: Clarendon Press 1997, p. 1.

80 Schricker, European harmonisation of unfair competition law — a futile venture?, (1991) 22 IIC
789.

81 Ibid., at 801.

82 See Alpa, Rules on Competition and Fair Trading, in: Hugh Collins (ed), The Forthcoming
Directive on Unfair Commercial Practices — Contract, Consumer and Competition Law Implica-
tions, Kluwer Law International 2004, p. 105.
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2.3.2 The need for harmonisation

Before I look at the harmonisation of unfair competition law, it is of importance to
identify whether there is actually a need for harmonisation. The main function of the
harmonisation of laws relates to the establishment as well as the functioning of the
internal market.* The establishment of the internal market strives to eliminate any trade
barriers that might impede the free movement of goods as well as hinder access to the
market. Provisions that affect the functioning of the market are those that determine and
possibly distort the conditions of competition in the market. This is the case for all
legislative and administrative provisions which directly concern market behaviour,
particularly behaviour towards competitors, as is the case with unfair competition.*
Under Article 95 of the EC Treaty, the Council can adopt measures ‘for the approxima-
tion of the provisions laid down by law, regulation or administrative action in Member
States which have as their object the establishment and functioning of the internal
market’. In the context of the completion of the internal market, the Council may adopt
measures under Article 153 EC Treaty that promote the interests of consumers and
ensure a high level of consumer protection.*

Do the various national laws on unfair competition justify the adoption of measures,
in particular Directives, so as to support the establishment as well as the functioning of
the internal market? Are there differences between the national laws on unfair competi-
tion that function as trade barriers to the free movement of goods? It is difficult to
provide any solid answers to these questions. Nonetheless, it is safe to say, that there are
differences between the national laws on unfair competition, as outlined below in
section 2.3.4,% and as was indicated by Ulmer in his comprehensive study.®” Unfair
competition plays a part in international marketing, or, more generally, in cross-border
trade. It is therefore likely that differences in national laws on unfair competition may
hamper a competitor who seeks to adopt an international marketing strategy, as well as
a consumer who seeks redress in case he encounters a problem while shopping abroad.
As we will see below, there has been no all-inclusive harmonisation of unfair competi-
tion law within Europe so far. On the contrary, we are today presented with a patchwork
of piecemeal rules not showing any cohesion at all. The many judgments of the Euro-

83 Kapteyn/VerLoren van Themaat, Introduction to the Law of the European Communities, 3d ed.
1998, p. 778.

84 1Ibid., at p. 778-779.

85 See in this respect Stuyck, European consumer law after the Treaty of Amsterdam: consumer
Policy in or beyond the internal market, Common Market Law Review, 2000, p. 367 et seq. The
Unfair Commercial Practices Directive is based on Article 95 as well as 153 of the EC Treaty.

86 See also chapter 5 that compares the Dutch, English and German legal systems.

87 See sub § 2.3.5.1. See also Stuyck/Terryn/Van Dyck, La proposition de directive «pratiques
commerciales déloyales»: quel marché unique pour le consommateur?, Revue européenne de droit
de la consommation, 4/2003, p. 242.

27



Chapter 2

pean Court of Justice on Article 28 of the EC Treaty show that national measures in the
field unfair competition are often likely to form obstacles to trade. Moreover, these
judgements are themselves characterised by a very casuistic approach and therefore in
themselves contribute to the specific, piecemeal approach towards national measures
relating to unfair competition law.*

Under the Paris Convention, the EU Member States, which are all parties to this
Convention, are obliged to provide for effective protection against unfair competition.
The European Commission, in its proposal to the Unfair Commercial Practices Direc-
tive, has indicated several reasons that justify the harmonisation of unfair competition
law within Europe.*” In the Green Paper on Consumer Protection, the Commission
points out that, for the development of a fully functioning consumer internal market, a
greater degree of harmonisation of the rules that regulate business-to-consumer commer-
cial practices is needed.” The Commission validates its proposal by referring to surveys
that show the economic benefit for the internal market’' as well as the benefit for the
consumer,’? when disparities between national rules, in particular in the field of market-
ing practices, are removed. According to the Commission, the consumer needs to be
able to make an informed decision in particular when shopping abroad. To make such
a decision, the consumer should have access to all the information necessary to make
this informed decision. Trading barriers caused by differences in national laws on unfair
competition might obstruct the consumer in acquiring this information thereby affecting
consumer confidence and depriving the consumer of the incentive to purchase across
the border. The Commission stated in its Green Paper on Consumer Protection that there
is a clear need ‘to address the internal market barriers caused by divergent national
provisions and to provide the necessary support to consumer confidence to make a
mutual recognition approach workable’.”> According to the Commission, the adoption
of a uniform standard would improve legal certainty and provide incentives for cross-
border trade and marketing for traders and cross-border purchases for the consumer.

Some authors have criticized the Commission in its move towards the harmonisation
of unfair competition law,” in particular because of the fact that the Commission uses

88 See sub § 2.3.3 where [ state that EC case law does not convey any unification, but on the
contrary demonstrates the need for such unification.

89 This Directive will be discussed sub § 2.5.2.

90 Green Paper, p. 10.

91 Commission’s Cardiff report on the functioning of the internal market, COM 2001 (736) of
7 December 2001 and the study ‘The Benefits of a Working EU Market for Financial Services’
commissioned by the European Financial Services Round Table, see www.zew.de/erfstudy
results/.

92 Eurobarometer carried out for the Commission, FLASH BE 117 ‘Consumer Study’ January 2002.

93 Green Paper on Consumer Protection, p. 8.

94 See e.g. Wilhelmsson, Contract law enforcement of provisions on marketing: The solution of the
consumer sales directive, in: Collins, The Forthcoming EC Directive on Unfair Commercial
Practices: Contract, Consumer & Competition Law Implications, The Hague, Kluwer Law
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consumer protection as the sole foundation for its proposals, as we will see in section
2.5.2 when discussing the Unfair Commercial Practices Directive. Howells and
Wilhelmsson argue that the Commission, by stating that the disparities between national
rules are hindering the internal market and preventing consumers from undertaking
cross-border transactions, shut their eyes to the real reasons that prevent consumers from
engaging in these transactions e.g. cultural as well as language barriers.”” This could
lead to the assumption that it is not the interest of the consumer that has been the
primary concern of this Unfair Commercial Practices Directive, but rather the integra-
tion of the markets and the reduction of obstacles to cross-border trade.’®

Although there are various factual obstacles to cross-border trade like language
barriers, the removal of other obstacles created by divergences in national laws will
nonetheless increase the consumers’ incentive to purchase cross-border as well as
traders to engage in cross-border trading. As stated above, the divergences in national
law may hinder a competitor who seeks to adopt an international marketing strategy,
while at the same time form an obstacle to the consumer who seeks redress when he
encounters a problem while shopping abroad. There is a need for European harmonisa-
tion, however only if processed in the form of a coherent approach using an integrated
concept that provides for the protection of competitors, consumers as well as the public
interest.

2.3.3 Community harmonisation so far

As we have seen above, and this will be addressed under section 2.3.5 as well, no
complete harmonisation has been attained in the field of unfair competition law. The EC
Treaty does not contain any provisions against unfair competition. The only references
are in the Preamble to the EC Treaty, stating ‘that the removal of existing obstacles calls
for concerted action in order to guarantee (...) fair competition’ and in Article 3(g) that
intends to fashion ‘a system which protects competition against falsifications.” With
reference to the absence of harmonisation in unfair competition law, the question arises

International 2004, comprising the proceedings of the May 2002 London Conference of
SECOLA, p. 223; Antoniolli, Consumer protection, fair dealing in marketing contracts and
European contract law — a uniform law?, in: Collins, The Forthcoming EC Directive on Unfair
Commercial Practices: Contract, Consumer & Competition Law Implications, The Hague, Kluwer
Law International 2004, p. 242-243.

95 Howells/Wilhelmsson, EC Consumer Law: has it come of age?, E.L. Rev. 2003/28, p. 377.
Besides this point, one could also question the legitimate basis for the Directive in view of the
‘debacle’ of the Tobacco Advertising Directive 98/43/EC that has been cancelled by the ECJ
(Case C-376/98 Germany v. Council, [2000] ECR 1-8419).

96 Statement from the Consumer Ombudsmen in Sweden, Denmark, Finland and Norway on the
proposal for a directive on Unfair Commercial Practices (COM (2003) 356 final, accessible via
http://www .forbrug.dk/english/dco/speeches-and-articles-etc/eu/joint-nordic-statement-on-the-
proposal-for-a-directive-on-unfair-commercial-practices-356-final-2003.
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whether primary European Union law, such as for instance the law on the free move-
ment of goods and services, has allowed Member States to retain as well as to devise
their own rules on unfair competition in their national legislation. This issue will be
discussed in section 2.3.4. Prior to that, I will address the question whether there
actually is a need for harmonisation in section 2.3.3. Some specific areas of unfair
competition law have, however, been harmonised by secondary European Union law.
These areas will be discussed in section 2.3.5. Finally, in section 2.3.6 I will briefly
address the influence of the European Court of Human Rights on European unfair
competition law.

2.3.4 Primary European Union Law”’

In the absence of a complete harmonisation of unfair competition law, EC Law exer-
cises a strong influence upon the application of national laws against unfair
competition.”® The case law of the Court of Justice shows that the law on the free
movement of services and, in particular, the free movement of goods regularly clashes
with national laws against unfair competition. Under article 28 of the EC Treaty
Member States are prohibited from drafting rules that place disproportionate restrictions
on trade across borders, thereby preventing the free movement of goods. Many of the
national unfair competition laws have the potential to negatively effect the free move-
ment of goods. These laws are said to have an ‘equivalent effect’ to the quantitative
restrictions prohibited by Article 28.

The ECJ introduced the doctrine of ‘equivalent effect’ in the Cassis de Dijon case,”
where it was held that in the absence of harmonisation of legislation, measures of
equivalent effect prohibited by Article 30 (now 28) include obstacles to the free move-
ment of goods where they are the consequence of applying rules which lay down
requirements to be met by such goods that have been lawfully manufactured and
marketed in the Member States, even if such rules apply equally to domestic and

97 For a detailed analysis of the application of primary EC law on unfair competition law, see
Schricker, UWG GroBkommentar, Einleitung, no. 376 et seq.; Rose, Passing Off, Unfair Competi-
tion and Community Law, (1990) 12 EIPR 123 et seq.; Kirkbride, The Law of Unfair Competi-
tion: Is there an E.C. Approach, Company Lawyer 2000, p. 230 et seq.; Hosch, Der Einfluss der
Freiheit des Warenverkehrs (Art. 30 EWGYV) auf das Recht des unlauteren Wettbewerbs, 1993;
Reese, Grenziiberschreitende Werbung in der Europdischen Gemeinschaft, 1994; Sack, Aus-
wirkungen der Art. 30, 36, 59 (jetzt 28, 30, 49) EG-Vertrag auf das Recht gegen den unlauteren
Wettbewerb GRUR 1998, 871.

98 Schricker/Henning-Bodewig, Elemente einer Harmonisierung des Rechts des unlauteren Wett-
bewerbs in der Europdischen Union— Rechtsvergleichende Untersuchung im Auftrag des Bundes-
ministerium der Justiz, Max-Planck-Institut fiir ausldndisches und internationales Patent-,Urheber-
und Wettbewerbsrecht, Munich, July 2001, p. 10.

99 ECIJ Case 120/78 of 20 February, [1979] E.C.R. 649; [1979] 3 C.M.L.R. 494.
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imported goods. In this case, the German government legally required that certain spirits
had to contain a minimum alcohol percentage. The ECJ ruled that this German law
served as a quantitative restriction under Article 30 (now 28) and was therefore in
violation of EC law since equivalent consumer protection as well as the prevention of
unfair commercial practices'® could be achieved through other measures such as
labelling requirements. The ECJ also noted, however, that any ‘obstacles to movement
within the community resulting from disparities between the national laws relating to
the marketing of the products in question must be accepted in so far as these provisions
may be recognised as being necessary in order to satisfy mandatory requirements
relating in particular to the effectiveness of fiscal supervision, the protection of public
health, the fairness of commercial transactions, and defence of the consumer’.

The Cassis de Dijon case thus introduced an exception to Article 28 of the EC
Treaty. The Cassis de Dijon principle has been applied in a significant number of unfair
competition cases.'"! This actually shows that there are in fact many national measures
of unfair competition law that potentially hinder cross-border trade.'® This shows the
need for harmonisation in order to remove obstacles for the completion of the internal
market.'” In the famous Keck case,'™ the strict application of art. 28 under the Cassis
de Dijon principle was somewhat softened. The ECJ drew a distinction between product
requirements and selling arrangements. It held that an obstacle to the free movement of
goods could be found only in provisions that lay down product requirements and not in
national provisions that only restrict or prohibit certain selling arrangements, provided

100 Consumer protection, as well as the prevention of unfair commercial practices, were the interests
that in this case justified the national measures taken by the German government. See also the
case law mentioned by Kapteyn c.s., Introduction to the Law of the European Communities,
3rd edition, Kluwer International 1998, p. 676 et seq., footnotes 601 and 602.

101 The following cases were not considered to be an obstacle to the free movement of goods: The
protection against slavish imitation under Dutch law, see ECJ Case 6/81 of 2 March 1982; The
Dutch prohibition on free gifts with sales, see ECJ Case C-286/81 of 15 December 1982. The
following cases were held to be in violation of art. 30 (28 now) of the EC Treaty: The protection
of tied distribution under Danish law, see ECJ Case 58/80 of 22 January 1981; The protection
against a firm name that was geographically misleading, see ECJ case 16/83 of 13 March 1984;
Rules of a Member State permitting an objection to the marketing of products bearing the symbol
( R) if the affixed trade mark has not been registered in that Member State, see ECJ Case
C-238/89 of 13 December 1990; The prohibition on using so-called ‘was-is-price labelling’ under
Luxembourg law, see ECJ Case C-362/88 of 7 March 1990; The previous prohibition, but under
German law, see ECJ Case C-126/91 of 18 May 1993; The application of French provisions on
misleading advertising concerning advertising for parallel imported vehicles, see ECJ Case
C-373/90 of 16 January 1992. See also Schricker/Henning-Bodewig (2001), p. 14.

102 Despite the fact that a number of these national measures were thereby not considered to violate
Article 28 of the EC Treaty because they fell under the exception of either Article 30 EC Treaty
or the rule of reason.

103 Schricker/Henning-Bodewig (2001), p. 16.

104 ECJ Case 267/91 of 24 November 1993, [1993] E.C.R. 1-6097; [1995] 1 C.M.L.R. 101.
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that these arrangements apply equally as between the sale of domestically produced and
imported products .

Consequently, the question arose whether unfair competition laws could be classified
as provisions on selling arrangements and would therefore fall outside Article 28. While
many authors have raised this question, none are confident as to its outcome.'® In the
Clinique case,'™ a national measure prohibiting the importation and marketing of a
product classified and presented as a cosmetic on the ground that the product bears the
name ‘Clinique’, was precluded by the ECJ as it did not appear necessary to satisfy the
requirements of consumer protection and the health of humans. In the Mars case,'”’
proceedings were brought under German unfair competition law to stop Mars GmbH
from presenting their ice cream in wrappers bearing the words ‘+10%’ (the Mars
wording was part of a publicity campaign in which the quantity of ice cream was
increased by 10%). This measure by its very nature was held to hinder intra-Community
trade in that it ‘may compel the importer to adjust the presentation of his products
according to the place where they are to be marketed and consequently to incur addi-
tional package and advertising costs’. The court rejected Germany’s purported consumer
protection justification and ‘Mars was therefore able to employ Article 28 (...) to defeat
the German hindrance to its capacity to construct an integrated cross-border marketing
strategy’.'” In some other cases, however, national measures on unfair competition were
classified as selling arrangements and were therefore considered not to violate Article
28. In the LeClerc case,'® an advertisement for the distribution of fuel was scrutinised
as aresult of a French law banning televised advertising by the distribution sector. Such
a law is likely to restrict the volume of sales by depriving distributors of a particularly
effective form of advertising. However, the ECJ held that this measure is a form of
selling arrangement which is outside Article 30 (28 new) provided that it does not
discriminate against imports or affect inter-member trade. Similarly, Dutch rules on the
opening hours of petrol stations were held to be outside Article 28,''" as was a prohibi-
tion on the promotion of para-pharmaceutical products outside pharmacies.'"

It therefore seems that one can distinguish between a form of advertising that is
intrinsically part of the product or that is external to the product. A national measure
prohibiting the form of advertising as in the first case, will constitute a product require-

105 See e.g. Robertson/Horton, ‘Does the United Kingdom or the European Community Need an
Unfair Competition Law?’ (1995) 17 EIPR 568-582 at 566 and 578; Kirkbride (2000), p. 233.

106 ECJ Case C-315/92 of 2 February 1994, [1994] ECR 1-317.

107 ECJ Case C-470/93 of 6 July 1995, [1995] ECR 1-1923.

108 Weatherill and Beaumont, EU Law, Penguin Books, 3rd edition 1999, at 584.

109 ECJ Case C-412/93 of 9 February 1995 , [1995] ECR I-0179.

110 ECJ Cases C-401 and 402/92 of 2 June 1994, [1994] ECR 1-2199.

111 ECJ Case C-292/92 of 15 December 1993, [1993] ECR 1-06787.
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ment within the meaning of Keck and be governed by the Cassis formula.''> Whereas
in the case of advertising which is external to the product, a national measure prohibit-
ing this will be governed by the Keck formula for selling arrangements.'"?

It is difficult to draw conclusions from the case law as mentioned above. It is safe
to say, however, that in at least some cases Member States still have a margin of
appreciation in formulating national measures relating to unfair competition. This may
lead to differences between measures on unfair competition law that are formulated by
Member States. Moreover, the case law of the ECJ on the exceptions to Article 28 of
the EC Treaty shows a casuistic approach, that is not suitable for a general synopsis.'"*
Hence, EC case law does not convey any unification, on the contrary, it shows the need
for such unification.'”

2.3.5 Secondary European Union Law
2.3.5.1 The Ulmer comparative study

Despite the absence of an overall harmonisation of unfair competition law in Europe,
be it by way of directives or regulations, some specific areas of unfair competition law
have nonetheless been subject to harmonisation. In the early 1960s, a first attempt was
made at harmonising the law of unfair competition of the Member States of the — at that
time — European Economic Community. The EEC Commission requested the University
of Munich, and subsequently the renowned Max-Planck-Institute for Foreign and
International Patent, Copyright and Competition Law (the Max-Planck-Institute) to
undertake a comparative study of the laws of the Member States.''® The study was, at
least for the major part, completed at the end of the 1960s.'"’

112 See the Clinique case supra 106 and the Mars case supra 107, where the ECJ considered the
advertisement on the label to be incorporated into the product itself and thus to belong to the
product itself and therefore to fall within the scope of Art. 28 of the EC Treaty. See also ECJ
C-368/95.

113 Mendez, Recent developments in the free movement of goods: Moving towards a market access
based test, QMLJ Law Journal, Issue 8, December 2002, p. 17. See also Biondi, In and Out of the
Internal Market: Recent Developments on the Principle of Free Movement, (1999/2000) 19 YEL
469 at 481-483.

114 Green Paper from the Commission on Commercial Communications in the Internal Market,
COM(96)192, 8 April 1996, p.11.

115 Schricker/Henning-Bodewig (2001), p. 15.

116 See for more details, in particular on the reaction of the EC to the study, Schricker, The Efforts
toward Harmonisation of the Law of Unfair Competition in the European Economic Community,
IIC Vol. 4, No. 2/1973, p. 201-226.

117 See Ulmer (ed.)., Das Recht des unlauteren Wettbewerbs in den Mitgliedstaaten der Européischen
Wirtschaftsgemeinschaft (Munich/Cologne), in seven volumes. Vol. 1: Ulmer, Vergleichende
Darstellung mit Vorschldgen zur Rechtsangleichung, Beck, Munich 1965, 343 pp; Vol. 2 (Part 1):
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Ulmer, the main author of this study, showed in his comparative analysis that the law
of unfair competition is a clearly structured and coherent field of law, despite the
presence of some national differences. These differences were in particular apparent in
the area of the law of trade symbols, including the protection of one’s get-up and other
insignia utilised by traders in the distribution of their goods and services. Additionally,
in some Member States, the owner of a well-known trademark does not enjoy protection
against third parties using his trademark for dissimilar products. Differences were also
apparent in the field of slavish imitation and the protection of trade secrets and geo-
graphical indications.''® Ulmer proposed to base a European regulatory framework on
the abovementioned Article 10bis of the Paris Convention, but with two modifications
regarding its applicability to the liberal professions and its extension to third parties who
are involved in competition.'”” Ulmer suggested a slightly extended general clause on
honest trade practices which is equivalent to the one in Article 10bis of the Paris
Convention, supplemented by special provisions including prohibitions against causing
arisk of confusion, against disparagement (including personal and comparative adver-
tising), against deceptive advertising and against deception as to geographical origin,'*’
as well as a provision providing protection for trade secrets.'*' As to the procedural part
of his proposal, Ulmer recommended introducing the possibility for injunctive relief,
irrespective of fault or damage, combined with swift interlocutory proceedings. This
action should be available to any competitor as well as to all commercial associations'*
and consumer organisations.'” Ulmer proposed to establish a uniform legal body on
unfair competition law by way of a convention.'**

As far as anti-trust law is concerned, Ulmer argued that anti-trust law as it was —and
still is — continuously being developed by the EEC, puts emphasis on the basic principle
of freedom of competition, and therefore will basically have a positive impact on unfair

Schricker/Wunderlich, Belgien, Luxemburg, Beck/Carl Heymanns, Munich/Cologne 1967, 794
pp-; Vol. 2 (Part 2): Bacumer (in cooperation with van Manen), Niederlande, Beck, Munich 1967,
477 pp.; Vol. 3: Reimer, Deutschland, Beck, Munich 1968, 977 pp; Vol. 4: Kra3er (in cooperation
with Sallerin/Schatz), Frankreich, Beck, Munich 1967; Vol. 5: Schricker, Italien, Beck/Carl
Heymanns, Munich/Cologne 1965, 316 pp.; Vol. 6: Ulmer/Graf v. Westerholt, Gutachten.
Vereinigtes Konigreich von Grossbritannien und Nordirland, Beck, Munich 1981; Vol. 7:
Ulmer/Alexandridou, Landerbericht Griechenland, Beck, Munich 1994, 300 pp. Some of these
volumes have been translated into other languages, like e.g. Italian, French and Dutch.

118 Ulmer (1965), at 167-174, 263 et seq. and chapter 4.

119 Ulmer (1965), at 409.

120 Beier additionally proposed the inclusion of a Multilateral Agreement on the Protection of
Geographic Indications of Source and Appellations of Origin between the EEC countries, see
Ulmer (1965), at 428 et seq.

121 Ulmer (1965), at 401.

122 Ulmer (1965), at 398.

123 Ulmer (1965), at 399.

124 Ulmer (1965), at 232 et. seq.
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competition law, a place where a ‘rougher climate in the competitive struggle should
cautiously be welcomed’.'*

2.3.5.2 Harmonisation in specific areas'*
a Misleading Advertising Directive

However, although Ulmer had laid the foundations for a common unfair competition
law, there was not enough political momentum to achieve this ambitious project. The
European Commission did not adopt Ulmer’s comprehensive proposals nor did it
endorse the following dwindling efforts to harmonise unfair advertising.'*’ Or, as
Micklitz stated, ‘any further efforts to harmonise unfair advertising ran into a
deadlock’.'* The Commission nonetheless drafted a proposal for a directive, but instead
of basing its proposal on the Max Planck study, the advertising guidelines of the
International Chamber of Commerce were taken as a guideline.'” The accession of the
two common law countries — the United Kingdom and the Republic of Ireland — to the
European Community in 1973 did not make things any easier. Beier attributed the
tactics of the Commission to the fact that for the UK the law of unfair competition was
largely considered to be ‘terra incognita’,'*" and that these guidelines would be more
familiar to the system of common law. A factor of greater importance was, in his view,
the pressure that the idea of consumer protection had put on the harmonisation of unfair
competition law. Under the influence of the strong consumer protection movement in
the 1960s and 1970s, the Commission decided to concentrate'' on the protection of

125 Ulmer (1965), at 55 et seq.

126 Iwill address the harmonisation that has been attained so far in the field of unfair competition law
in chronological order.

127 A proposed Directive on unfair advertising in 1978-79 was abolished. See Schricker/Henning-
Bodewig (2001), p.18. For an overview of the harmonisation process, see also Ohly, who
compares it to the German fairy tale ‘Hans im Gliick’, see Ohly, Die Bemithungen um eine
Rechtsvereinheitlichung auf EU-Ebene von den Anféingen bis zur Richtlinie iiber irrefithrende
Werbung von 1994, in: Schricker/Henning-Bodewig (eds.), Neuordnung des Wettbewerbsrecht
(1999), p. 69.

128 Micklitz et al., Legislative framework on Fair Trading, study produced by the ‘Institut flir
Europaisches Wirtschafts und Verbrauchersrecht e.V’, Berlin, 2000, p. 9.

129 See Beier (1985), p. 290; Brandmair, Die Neufassung der internationalen Verhaltensregeln fiir
die Werbepraxis, GRUR Int 1974, p. 251 et seq. The ICC provides for a set of voluntary rules that
are considered to be part of internationally accepted trade standards. The rules are, however, not
designed to protect consumers and have not been developed with their participation, see Micklitz
(2000), p. 13. According to Article 1 ‘advertising should be legal, decent, honest and truthful.’

130 Beier (1985), p. 290.

131 See also sub § 2.3.4.
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consumers against misleading and unfair advertising. Finally, Directive 84/450 was
adopted concerning — solely — misleading advertising.'**

While the Max Planck study did not bring about the much hoped for harmonisation
ofunfair competition law, the ensuing adoption of the Misleading Advertising Directive
at least signified a starting point for a more complete harmonisation of the law of unfair
competition at a later stage. Important provisions in this respect are Article 4 that re-
quires the Member States to ensure that adequate and effective means exist for control-
ling misleading advertising. Moreover, Article 1 clearly formulates which different
interests are to be protected under the directive, being consumers, traders and the public
in general. Finally, in the Preamble to the Misleading Advertising Directive reference
is made to the further harmonisation of unfair competition law. The preamble states, in
this respect, that ‘at a second stage, unfair advertising and, as far as necessary, compara-
tive advertising should be dealt with, on the basis of appropriate Commission propos-
als’. The Misleading Advertising Directive is, however, directed at minimum harmoni-
sation, leaving the Member States to devise stricter rules in their national laws.

The greatest shortcoming of the Misleading Advertising Directive is its inability to
harmonise the law of procedure. Under Article 4 of the Directive, Member States were
not required to choose between an administrative authority with the power to impose
criminal or administrative sanctions, or private law rights of action. Consequently,
Germany as well as the Netherlands could retain their system based on private law
enforcement, France could hold on to its system of criminal sanctions and the UK could
set up a system of enforcement under public law which is suitable to reduce any
interference with its own law by the Misleading Advertising Directive. Nonetheless, it
is safe to say that the Misleading Advertising Directive has, as Micklitz argues, ‘consid-
erably influenced European standards on marketing practices by setting incentives for
the integration of appropriate standards in common law countries’."** In particular, the
case law of the ECJ appears to have aligned the standards of the Member States on the
issue of what is supposed to be ‘misleading’. It has introduced the figure of an ‘average
consumer who is reasonably well-informed and reasonably observant and circum-
spect’.’** In Germany, a country known for providing a wide range of protection against
misleading advertising,"** the courts have considerably mitigated their exaggerated

132 Council Directive (EEC) No. 84/450 of 10 September 1984 relating to the approximation of the
Laws, Regulations and Administrative Procedures of the Member States Concerning Misleading
Advertising, 1984 OJ No. L 250/17.

133 Micklitz (2000), p. 16.

134 ECJ Case C-210/96 of 16 July 1998, Jur. EG 1-4657, at 31. This judgement has been further
substantiated in ECJ case law, e.g. ECJ Case C-303/97, 0J C 86/6, 1999; ECJ Case C-220/98, Jur.
EGI-00117, at 27.

135 Schricker/Henning-Bodewig (2001), p. 24.
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evaluation of misleading advertising. In Italy, on the other hand, a significantly higher
standard of repression of misleading advertising has been achieved.'*

b Cases of very specific EU regulation relating to unfair competition

However, despite the enormous effort by the Max-Planck-Institute in preparing the
report, and despite the existence of the Misleading Advertising Directive clearly
providing a basis for a more complete harmonisation of unfair competition law, the
European Community has merely developed a step-by-step, one might say problem-
orientated approach, to the regulation of unfair competition law."” Following the
adoption of the Misleading Advertising Directive, rules on certain very specific areas
of unfair competition law have been drafted. These rules are, however, remote from the
core of unfair competition law. In most cases they do not show any interrelation with
each other or with a more comprehensive concept of unfair competition law. They relate
to special goods, for instance food, drugs, cosmetics and tobacco products,'** services,'*’
or to special media, in particular television advertising.'*’

¢ Unfair competition law accommodated in other areas of the law

In addition to these very specific rules, certain aspects of unfair competition law were
included in the harmonisation of other fields of law or were given a separate status.

136 Ibid, p. 25. See also Bastian, Landerbericht Italien, in: Schricker (Ed.), Recht der Werbung in
Europa, (Looseleaf), Baden-Baden 1997, No. 39 et seq., 45.

137 Micklitz (2000), p. 9.

138 See e.g. Directive 2000/13/EC on the labelling, presentation and advertising of foodstuffs of 20
March 2000, OJ L 109 of 6 May 2000; Directive 2003/33 on the advertising and sponsorship of
tobacco products of 26 May 2003, OJ L 152/16 of 20 June 2003; Directive 76/768/EEC on
cosmetic products of 27 July 1976, OJ L 262/169 of 27 September 1976 (subsequently amended
on many occasions).

139 Directive 87/102/EEC on Consumer Credit of 22 December 1986, OJ L 42 of 12 February 1987,
as amended by Directive 90/88/EEC of 22 February 1990, OJ L 61 of 10 March 1990 and
Directive 98/7/EC of 16 February 1998 OJ L 101 of 1 April 1998; Directive 2002/65/EC on the
distance marketing of consumer financial services and amending Council Directives 90/619/EEC,
97/7/EC and 98/27/EC of 23 September 2002 , OJ L 271/16 of 9 October 2002; Directive
(90/314/EEC) of 13 June 1990 on package travel, package holidays and package tours, OJ No.
L 158/159 of 13 June 1990; Directive 85/577/EEC of 20 December 1985 to protect the consumer
in respect of contracts negotiated away from business premises (Door to door selling Directive);
Directive 97/7/EC of 20 May 1997 on the protection of consumers in respect of distance contracts
(Distance Selling Directive).

140 Directive 98/552 of October 3, 1989, on the coordination of certain legal and administrative
provisions of the Member States on the exercise of televising activities, OJ L 298/23 of 17
October 1989 (Television without frontiers Directive).
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First, the Trademark Directive'*' as well as the Council Regulation on the Community
Trademark'** provide for protection in areas that are originally seen as belonging to
unfair competition law, such as e.g. the protection of the owner of a well-known
trademark against third parties using his trademark for dissimilar products and protec-
tion against the dilution of one’s badge of trade.'** Moreover, the Trademark Directive
as well as the Regulation on the Community Trademark expressly reserve the applica-
tion of national laws against unfair competition.'** Next, the Database Directive'*
provides for sui gemeris protection for databases, in addition to protection under
copyright law. This system of sui generis protection has replaced a previously proposed
system of protection under unfair competition law that was dismissed during the
drafting of the directive.'*® That which is protected under the sui generis protection of
the Database Directive, i.e. the creation of a database and in particular the investments
involved, could also under certain circumstances have fallen within the scope of unfair
competition law, especially the protection against free riding. Finally, the Regulation
on Community Designs'*” has introduced the legal concept of an unregistered Commu-
nity design. Such designs are granted protection under the Regulation for a period of
three years as from the date on which the design was first made available to the public
within the Community,'*® instead of the maximum of 25 years that is granted to regis-
tered designs. Moreover, right holders of an unregistered Community design may enjoy
the same rights as those that have registered their design, but only if the contested use
results from copying the protected design.'* This protection, as provided by the
Regulation on Community Designs, would normally fall within the boundaries of unfair
competition law, e.g. slavish imitation.

141 First Council Directive 89/104/EEC of 21 December 1988 to approximate the laws of the Member
States relating to trade marks, OJ L 40, 11.2.1989, p. 1.

142 Council Regulation (EC) No. 40/94 of 20 December 1993 on the Community trade mark, OJ L
11,14.1.1994, p. 1.

143 See Article 9(1)(c) of the Regulation on the Community Trademark and Article 5(2) of the
Trademark Directive, that despite being an optional provision has been implemented in virtually
every Member State.

144 Article 14(2) of the Community Regulation states ‘This Regulation shall not prevent actions
concerning a Community trade mark being brought under the law of Member States relating in
particular to civil liability and unfair competition’. In the Preamble to the Trademark Directive
it states ‘Whereas this Directive does not exclude the application to trade marks of provisions of
law of the Member States other than trade mark law, such as the provisions relating to unfair
competition, civil liability or consumer protection’.

145 Directive 95/46 of the European Parliament and the Council of 11 March 1996 concerning the
legal protection of Databases, PbEC 27 March 1996, L77/20

146 More into detail: Grosheide, Database Protection — The European Way, Washington University
Journal of Law & Policy, Washington University 2002, p. 44-45.

147 Regulation 6/2002 of 12 December 2001, OJ L 003 of 5 January 2002, p. 1-24.

148 Article 11(1) of the Regulation.

149 Article 19(2) of the Regulation.
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d Comparative Advertising Directive

In 1997, the Misleading Advertising Directive was amended in order to include compar-
ative advertising."® As a result, a consolidated Directive concerning misleading and
comparative advertising was conceived that consists of a set of rules applying to
misleading and comparative advertising. This amended Directive was the second
important step forward in the harmonisation of unfair competition law in the European
Union. Under the Directive, comparative advertising is basically allowed if certain
conditions are met.

Since the rules on comparative advertising are based on total harmonisation and the
rules on misleading advertising are based on minimum harmonisation, one can foresee
problems occurring in the relationship between these two types of advertising in one
directive. What would occur if we had to assess, in a single Member State, an advertise-
ment that is allegedly misleading on the one hand, and, on the other, an advertisement
that is allegedly misleading as well as comparative? The first advertisement would have
to be assessed against the rules on misleading advertising, that fall within the minimum
harmonisation regime. For this type of advertisement, Member States are thus allowed
to adopt provisions with a view to ensuring more extensive protection.'”' As a conse-
quence, this advertisement could be subject to a critical judgement in a Member State
that has chosen to draft rules on misleading advertising allowing for more consumer
protection. The second, comparative, advertisement on the other hand, might not be held
to be unlawful in the same Member State, since those strict rules on misleading advertis-
ing do not apply. For comparative advertisements, the rules of the Directive that fall
within the total harmonisation regime will apply, meaning that in these cases Member
States are not allowed to deviate from the rules in the Directive. In such cases, whether
or not there is a case of misleading (comparative) advertising, one needs to look at the
liberal European norm which, most probably, will be the one formulated in the Gut
Springenheide judgement.'** In short, if we would follow this line of reasoning, adver-
tisements that are allegedly misleading will be less likely to be held to be misleading
when they are also comparative in nature.'>

150 By Directive 97/55/EC 84/450/EEC of the European Parliament and of the Council of 6 October
1997, OJ L 290, p. 18 of 23 October 1997.

151 Article 7(1) of the Misleading and Comparative Advertising Directive.

152 See supra 134.

153 Article 7(2) seems to address this issue by providing that ‘Paragraph 1 [see supra 122, RWdV]
shall not apply to comparative advertising as far as the comparison is concerned’. In other words:
a Member State is not allowed to provide for more extensive protection in the case of comparative
advertising as far as the comparison is concerned. If one relates this, subsequently, to article 3a
of the Directive the answer is still not clear. Article 3a(1) states that ‘Comparative advertising
shall, as far as the comparison is concerned, be permitted (...)” when certain conditions are met.
And one of these conditions is, according to Article 3a(1)(a), that the advertisement ‘is not
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e E-commerce Directive

On 8 June 2000, the E-commerce Directive was adopted.'>* This Directive applies to
forms of so-called electronic unfair competition. These are, on the one hand, common
acts of unfair competition used online, i.e. online misleading advertising and unfair
marketing like ‘webvertising’. On the other hand, it refers to ‘new’ acts of unfair com-
petition online, like, for example, spamming, domain name grabbing, the manipulating
of search engines and the misleading use of hyperlinks."* The E-commerce Directive
is only applicable for cases of electronic unfair competition that fall within the defini-
tion of ‘commercial communications’. Article 2(f) of the E-commerce Directive states
that commercial communications are ‘any form of communication designed to promote,
directly or indirectly, the goods, services or image of a company, organisation or person
pursuing a commercial, industrial or craft activity or exercising a regulated profes-
sion’.!%

The E-commerce Directive is of limited importance to substantive unfair competition
law. The most relevant provisions are the ones that establish information requirements.
Under Article 6 commercial communications are, inter alia, to be clearly identifiable
as such and the natural or legal person on whose behalf the commercial communication
is made has to be clearly identifiable. Articles 5 and 10 provide for a certain information
requirement as far as the service provider is concerned. Finally, under Article 7 certain
information requirements are established for sending unsolicited commercial communi-

misleading according to Articles (...) 7 (1)’. One could thus also argue that the reference to
‘misleading’ in Article 3a(1) as one of the conditions for lawful comparative advertising, is solely
a reference to the rules on misleading advertisements in another part of the Directive, namely
Article 3 of the Directive. If we would follow this line of reasoning, it would lead us to the
conclusion that in the case of misleading comparative advertising, Member States are indeed
allowed to provide for extensive protection with regard to the element of ‘misleading’, or in other
words Member States may ensure that their courts have to closely scrutinize a particular compara-
tive advertisement to see if it is misleading. See de Vrey, Vergelijkende reclame: de vergelijking
opgelost?, Intellectuele eigendom & reclamerecht (IER), 2001/17, no. 4, p. 164-175.

154 Directive 2000/31/EC of the European Parliament and of the Council of 8 June 2000 on certain
legal aspects of information society services, in particular electronic commerce, in the Internal
Market, 200 OJ L178/1.

155 Vermeer, Electronic Unfair Competition and Applicable Law: An Open Spot in the European
Jungle, vol. 7.5 Electronic Journal of Comparative Law, (December 2003), <http://www.ejcl.org/
ejcl/ 75/art75-9.html>, p. 1.

156 Article 2(f) subsequently excludes the following from the definition of commercial communica-
tions:

(1) information allowing direct access to the activity of the company, organisation or person, in
particular a domain name or an electronic-mail address, and

(2) communications relating to the goods, services or image of the company, organisation or
person compiled in an independent manner, particularly when this is without financial con-
sideration.
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cations (spam).'”’ It is, however, not the rules on substantive law in this Directive, but
the rules on private international law that have an essential influence on (part) of unfair
competition law as well as consumer law. Article 3 of the Directive contains the so-
called ‘country-of-origin principle’."® According to this principle, in electronic legal
transactions the law of the ‘home-country’,'” i.e. where the offeror has its domicile, is
decisive. In other words, the country-of-origin framework invokes laws where the e-
commerce goods and services are shipped. If the offeror complies with the laws of the
Member State where he is established, he is free to provide his services throughout the
European Union. The country of the receiver of the offer is not relevant. Consequently,
the country-of-origin principle ensures that access to the common information society
market is equal in all Member States, thereby facilitating the use of ‘euromarketing’.'*’
For a consumer, this may lead to an unsatisfactory situation. If an English company, by
way of e-mail, makes an offer to a German customer, English law will be applicable
instead of German law that is more likely to be rigid. As some authors have predicted,
this could lead to a ‘race to the bottom’, since most offerors will choose to reside in the

country that offers the most flexible legal regime.'®' Moreover, this could de facto lead

157 Additionally, EC Directive 2002/58 on Privacy and Electronic Communications, OJ 2002 L
201/37, contains a provision (Article 13) on product offers by unsolicited telephone calls or
telefax messages and on spamming.

158 It should be noted, however, that the country-of-origin rule is intended as a rule of national
supervision, not as a conflict rule. See in this respect Article 1(4) that expressly mentions that the
E-commerce Directive ‘does not establish additional rules on private international law relating
to conflicts of law or jurisdiction’. Another reference is made in preamble (23) to the Directive:
“This Directive neither aims to establish additional rules on private international law relating to
conflicts of law nor does it deal with the jurisdiction of Courts; provisions of the applicable law
designated by rules of private international law must not restrict the freedom to provide informa-
tion society services as established in this Directive’. The practical use of the country-of-origin
rule, as used in the Directive, is therefore still highly debatable. See for more details, Vermeer
(2003), p. 3.

159 The ‘country of origin’ principle is also incorporated in the Television without Frontiers Directive
and was incorporated in the earlier draft versions of the Directive on Unfair Commercial Prac-
tices, see sub § 2.6.2.2d.

160 Vermeer (2003), p. 3.

161 Seee.g. Dethlof, Europdisiering des Wettbewerbrechts, Mohr Siebeck, Tiibingen 2001, pp. 54-55;
Vermeer, Unfair Competition on the Internet; The Dutch Perspective: Substantive —, and Private
International Law Aspects of Unfair Competition in Electronic Commerce, pp. 151-187; Ibid.;
De IPR-kluwen van elektronische ongeoorloofde mededinging: De warboel na de implementatie
van de E-commerce Richtlijn, JAVI, June 2002, no. 1, pp. 16-23; Mankowski, Particular Kinds
of Unfair Competition on the Internet and Conflict of Laws, IIC 2001/4, Vol. 32, pp. 390-411;
Ibid., Internet und Internationales Wettbewerbsrecht, GRUR Int. 1999, pp. 909-912; Ibid., Das
Herkunftlandslandprinzip als Internationales Privatrecht der e-commerce-Richtlinie, ZvgIRWiss
2001/100, p. 137-181; Ibid., Electronic Commerce und Internationales Privatrecht, in: Molen-
grafica European Private Law 1999-2000, Articles on International Commercial Contracts and
Intellectual Property. E-Commerce Issue, Intersentia; Thiinken, Die EG-Richtlinie tiber den
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to an enfeeblement of consumer protection across Europe, to internal discrimination
between national and international businesses and, finally, to a division between rules
which are applicable to off-'*> and on-line advertising.'®

f Conclusions

As we have seen, the process of harmonising unfair competition law within the Euro-
pean Union is by no means finished. Two important pieces of legislation have been
placed on the European table. The first one, the Misleading Advertising Directive, by
only providing for a minimum standard and by not completely harmonising the proce-
dures and sanctions available in cases of misleading advertising, has not led to a
complete harmonisation of this part of unfair competition law. Nevertheless, it has
clearly influenced the unification of unfair competition law within the European Union
through its interpretation by the ECJ. The second one, the Comparative Advertising
Directive amending the first directive, brought about total harmonisation thereby

elektronischen Geschiftsverkehr und das internationale Privatrecht des unlauteren Wettbewerbs,
IPRax, 2001/1, p. 16; Kabel, supra 69, pp. 5-6; Schack, Internationale Urheber-, Marken- und
Wettbewerbsrechtverletzungen, MMR 2000, pp. 59-63; Spindler, Der neue Vorschlag einer
E-commerce Richtlinie, ZUM 1999, p. 775-785 and MMR 1999, p. 205-206; Lofler, Werbung
im Cyberspace — Eine kollisionsrechtliche Betrachtung, WRP 2001, p. 379-384; Schricker/
Henning-Bodewig (2001), p. 12; Bodewig, Elektronischer Geschiftsverkehr und unlauterer Wett-
bewerb, GRUR Int. 2000, 475, 483; Hoeren, Vorschlag fiir eine EU-Richtlinie tiber E-Commerce:
Eine erste kritische Analyse, MMR 1999, p. 194-196; Fezer/Koos, Das gemeinschaftsrechtliche
Herkunftslandprinzip und die e-commerce-Richtlinie, IPRax 2000/5, p. 349-354; Honing, The
European Directive on e-Commerce, Global Jurist (2005), Volume 5, Issue 2, p. 25.

162 For off-line advertising, the general ‘Market-Place’ rule is applicable, which has also been
adopted in Article 5 of the proposed Rome-II-Directive (Proposal for a Regulation of the Euro-
pean Parliament and the Council on the law applicable to non-contractual obligations (‘Rome II’)
of 22 July 2003, COM(2003) 427 final, 2003/0168 (COD), and which provides that in cases
concerning cross-border unfair competition the courts should apply the law of the marketplace.

163 Kabel, supra 69, p. 5-6. See also Schricker/Henning-Bodewig (2001), p. 10 et seq.; Determann,
‘Abgrenzung gezeltzlicher Medienkategorien im Internet’, Rtkom 2000-1, p. 11-22; Dommering,
Een Tiroolse politieman of een Tiroolse privé detective? Over het internet en het mediarecht, in:
Internet en Recht, Brussels: Vrije Universiteit Brussels 2001; Gersdorf, Rundfunk und E-Com-
merce. Von der Konvergenz der Techniken zur Konvergenz der Medienregulierung, Rtkom 1999,
p- 75-84; Mankowski, E-Commerce und Internationales Verbraucherschutzrecht, MMR — Beilage
2000-7, p. 22-37; Dumortier, Elektronische handel en consumentenbescherming in de Europese
ontwerprichtlijn en het Belgisch recht, Computerrecht 1999, p. 124-132; Lehmann, Electronic
Commerce and Consumer Protection in Europe, Santa Clara Computer and High Technology Law
Journal 2000, p. 101-114; Fritze/Holzbach, Die Electronic-Commerce-Richtlinie. Ende oder
Chance fiir das Deutsche Wettbewerbsrecht, WRP 2000, p. 872-876; Meyer, Rabatt- und Zugabe-
Regulierung auf dem Priifstand, GRUR 2001, p. 98-111; Landfermann, Der Richtlinienvorschlag
‘Elektronischer Geschéftsverkehr’. Ziele und Probleme, ZUM 1999, p. 795-802; Drijber, De
Richtlijn elektronische handel op de snijtafel, SEW 2001, p. 122-138.
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supplying a uniform set of rules within the European Union. It nevertheless has some
discrepancies, especially with respect to its relation to the Misleading Advertising
Directive.

These two directives have over time been supplemented by regulations that deal with
very specific areas of unfair competition. Unfortunately, this nowadays presents us with
a patchwork of piecemeal rules not showing any cohesion at all. For further European
harmonisation, therefore, a more coherent approach should be followed using an
integrated concept that provides for the protection of competitors, consumers as well as
the public interest.

2.3.6 The European Convention on Human Rights

In the previous two sections, I have discussed the influence of primary and secondary
European Union law on unfair competition law within Europe. However, a recent case
by the European Court of Human Rights (ECHR) has showed that its case law is likely
to have an impact on unfair competition law as well. In this case,'** an Austrian pub-
lisher and its owner, Krone Verlag, disputed an advertisement by a rival publisher that
made a comparison between the subscription rate of their newspapers. The advertise-
ment stated that the Neue Kronenzeitung was 'the best' local newspaper. Krone Verlag,
as the owner of the ‘quality newspaper’ Salzburger Nachrichten, instituted proceedings
under Article 1 of the Austrian Unfair Competition Act, that contains a general clause
prohibiting unfair trade practices. The Austrian courts upheld the claims by Krone
Verlag since consumers were likely to be misled by the advertisement. The defendants
were ordered to refrain from comparing the subscription rates of the two newspapers
‘without disclosing at the same time the differences in their respective reporting styles,
in particular as regards coverage of foreign or domestic politics, the economy, culture,
science, health, environmental issues and law, and without referring also to the Neue
Kronenzeitung as an entertainment-orientated communications medium and the Salzbur-
ger Nachrichten as a medium mainly geared to information’.'®®

The applicant party and its publisher, Krone Verlag, thereby lodged a complaint with
the ECHR, complaining that its right to freedom of expression under Article 10 of the
European Convention on Human Rights'® had been infringed. The Court held that the
measure at issue was disproportionate, and therefore not ‘necessary in a democratic
society’ within the meaning of Article 10(2) of the Convention. This Article is thus

164 ECHR Case of 11 December 2003, Appl.No. 39069/97, [2003] ECHR 678.

165 Ibid, at 13.

166 Convention for the Protection of Human Rights and Fundamental Freedoms as amended by
Protocol No. 11, Rome, 4 November 1950.
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applicable not only to idealistic advertising, but also to commercial advertising.'”’ The
Court conceded that the Austrian courts do have a margin of appreciation in these
matters, but this margin is subject to European supervision as regards both the relevant
rules and the decisions which apply them.'®® This margin of appreciation is especially
of importance in the ‘complex and fluctuating area of unfair competition’.'” The Court
will therefore only ascertain whether national measures are justifiable in principle and
proportionate.'”

In the present case, the Court pointed out inconsistencies in the argumentation of the
Austrian courts. On the one hand, they stated that the two newspapers were not of
comparable quality and that a comparison of their prices would therefore be misleading.
On the other hand, they stated that the two newspapers were competitors in the same
market and for the same circle of readers. Secondly, the Court felt that the judgements
of the Austrian Courts had far-reaching consequences, virtually impairing any future
possibilities for using comparative advertising. The Court held that under these circum-
stances the Austrian courts had overstepped their margin of appreciation.

In a similar case,'”" an Austrian company by the name of Troostwijk bought goods
from a bankrupt’s estate and offered them by promoting this very fact in his advertise-
ments. Karner, his competitor, argued that Troostwijk's advertising was contrary to
Article 30(1) of the Austrian Unfair Competition Act because it gave the public the im-
pression that it was the insolvency administrator who was selling the insolvent com-
pany's assets. Before the European Court of Justice, Troostwijk invoked Article 10 of
the Convention. The ECJ accepted this by recalling that ‘according to settled case-
law,'”? fundamental rights form an integral part of the general principles of law the
observance of which the Court ensures. For that purpose, the Court draws inspiration
from the constitutional traditions common to the Member States and from the guidelines
supplied by international treaties for the protection of human rights on which the
Member States have collaborated or to which they are signatories. The ECHR has
special significance in that respect.”'” The ECJ felt obliged to provide guidance to the

167 See Kabel, Vijfentwintig jaar uitingsvrijheid voor handelsreclame in de Rechtspraak, in: Hins/
Nieuwenhuis (red.), Van ontvanger naar zender, Opstellen aangeboden aan prof.mr. J.M. de Meij,
Amsterdam, Otto Cramwinckel 2003, pp. 175-191.

168 With reference to the ECHR Case of 20 November 1989, Series A no. 165, p. 20, at 33.

169 Supra 164, at 30.

170 With reference to the ECHR Cases of 24 February 1994, Series A no. 285-A, p. 28, § 50 and of
26 May 1994, no. 15088/89, § 26.

171 ECJ Case C-71/02 of 25 March 2004, OJ of 30 April 2004, C 106/09.

172 The ECJ refers to Case C-260/89 ERT [1991] ECR 1-2925, paragraph 41; Case C-274/99 P
Connollyv. Commission [2001] ECR I-1611, paragraph 37; Case C-94/00 Roquette Freres [2002]
ECR1-9011, paragraph 25; and Case C-112/00 Schmidberger [2003] ECR 1-5659, paragraph 71.

173 1bid, at 48.
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national courts concerning interpretation as this was necessary to enable it to assess the
compatibility of that legislation with fundamental rights.

The ECIJ thus tested Article 30(1) of the Austrian Unfair Competition Act against
Article 10 of the Convention. It consequently held that the freedom of expression is
subject to ‘certain limitations justified by objectives in the public interest, in so far as
those derogations are in accordance with the law, motivated by one or more of the
legitimate aims under that provision and necessary in a democratic society, that is to say
justified by a pressing social need and, in particular, proportionate to the legitimate aim
pursued.” Adopting the argumentation of the ECHR in the case mentioned above, the
ECJ argued that in the case of a commercial use of freedom of expression, particularly
in a field as complex and fluctuating as advertising, a judicial review under Article 10
of'the Convention is limited to an examination of the reasonableness and proportionality
of the interference. In the present case, according to the ECJ, the restriction on advertis-
ing as provided for in Article 30 of the Austrian Unfair Competition Act is reasonable
and proportionate in the light of the legitimate goals pursued by that provision, namely
consumer protection and fair trading.

These cases show that Article 10 of the Convention has an impact on national laws
regarding unfair competition. This Article will almost certainly have the same influence
on the Unfair Commercial Practices Directive when it harmonises (and replaces) these
national laws, because the ECJ ensures compliance with Article 10 of the Convention
as shown in the Troostwijk case. Fundamental rights will therefore play an explicit part
in the future harmonisation of unfair competition law.'"

2.4 THE INTRODUCTION OF CONSUMER PROTECTION IN UNFAIR COMPETITION LAW'7
From its origin, unfair competition law was primarily directed towards protecting the

interests of the (honest) trader. However, following the developments of unfair competi-
tion law after the Paris Convention, in national,'’® European'’’ as well as international

174 This could include the fundamental rights as expressed in the Charter of Fundamental Rights of
the European Union. Preamble (25) to the UCP Directive states: ‘This Directive respects the
fundamental rights and observes the principles recognised in particular by the Charter of Funda-
mental Rights of the European Union’. Of relevance could be, e.g. Article 16 of the Charter: ‘The
freedom to conduct a business in accordance with Community law and national practices is
recognised’, Article 38: ‘Union policies shall ensure a high level of consumer protection’ and,
finally, Article 11 addressing the ‘freedom of expression and information’.

175 See, on the development of consumer protection law within EC law, Reich/Micklitz, Europaisches
Verbraucherrecht (2003); Howells/Weatherill, Consumer protectioin law (2005).

176 See e.g. the increased focus on consumer protection under Dutch unfair competition law that had
its start in the 1970s, as indicated by inter alia Slagter’s 1963 Preliminary Report, the 1971 Ser
Proposal, and the voices in the literature since then by writers like Keurentjes and Rodrigues. See
for more, § 3.3 of chapter 3 that examines the legislative development of unfair competition under
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law,'”™ a more consumer-oriented application of unfair competition law has prevailed.
The 1960s and 1970s saw a strong consumer protection movement in most of the
Member States of the European Union.'” As a consequence, unfair competition law has
gradually evolved from being purely competitor-focussed, to safeguarding the interests
of business, consumers as well as the market as a whole.'® This development of unfair
competition law, subject to the influence of consumer protection, took different direc-
tions in the Member States.

In Germany, for example, consumer protection has been integrated into the UWG
(Act Against Unfair Competition), in ‘small and cautious steps’.'! This development
has resulted in the latest amendment of the UWG that contains an Article 1 stating that
the law against unfair competition protects competitors, consumers as well as the public
as a whole.'®* The same integration of consumer protection into the law of unfair com-

Dutch law. A similar focus on consumer protection can be noted in the development of German
unfair competition law. Indicative in this respect is the fact that the interests of consumers are
explicitly mentioned in the German Act on Unfair competition, see chapter 4, § 4.2.5.

177 The influence of consumer protection law in the realms of European unfair competition law is
very noticeable considering the fact that the recent directive on Unfair Commercial Practices (see
§ 2.5.2 et seq.) originates from the department of Consumer Protection of the European Commis-
sion and mostly focuses on consumer protection issues.

178 See e.g. WIPO publication No. 725 (E), p. 73 et seq. See also Henning-Bodewig, I1C 02/1999,
p. 178 who argues that the general clause of Art. 10bis(2) Paris Convention may be ‘assessed as
a ‘gate of entry’ for consumer protection in the Paris Convention’.

179 Beier (1985), p. 151 et seq. See also the analysis of Schricker in: Schricker, Unfair competition
and consumer protection in Western Europe, 1 IIC (1970), p. 415-449; Idem, Unfair Competition
and Consumer protection — New Developments, 3 IIC (1977), p. 185-227; Idem, Unlauterer
Wettbewerb und Verbraucherschutz, GRUR Int. 1970, p. 23 et seq.; [dem, Wettbewerbsrecht und
Verbraucherschutz, 36 RabelsZ (1972), at 315 et seq.; Idem, Moglichkeiten zur Verbesserung des
Schutzes der Verbraucher und des funktionfihigen Wettbewerbs im Recht des unlauteren Wett-
bewerbs, 139 ZHR (1979), at 208 et seq.; Idem, Verbraucherschutz — Ein neues Rechtsgebiet?,
GRUR Int. 1976, at 315 et seq.; Idem, Wettbewerbsrechtliche Aspekte des Verbraucherschutzes,
40 RabelsZ (1976), at 535 et seq.

180 Cf. Article 3 of the German law on unfair competition, UWG 2004 (see chapter 4 German law,
§ 4.2.5) and Article 1 of the Directive concerning Misleading and Comparative Advertising, that
both explicitly mention the protection of consumers, business and the public in general. See also
Cseres, Competition law and consumer protection: a love-hate relationship, diss. Utrecht 2004,
p- 167; Danthe, Le droit international privé suisse de la concurrence déloyale, Geneva 1998, p. 21;
Dyer, Unfair Competition in Private International Law, RCADI 1988, Part 211, Dordrecht 1990,
pp. 381-389, especially pp. 387-388.

181 Beier (1985), p. 152.

182 See the analysis of the New UWG 2004 in chapter 4, in particular § 4.2.5.
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petition exists under inter alia Greek law,'** Austrian law,"™ Luxembourg law,'® Polish
law,'*® Swiss law,"®” Spanish law'®*® and Dutch law."** The countries that have the most
‘modern’ laws of unfair competition provide for a more progressive model of combined
competitor and consumer protection law. Examples of countries with these ‘modern’
laws are Denmark, Sweden, Norway and Belgium. Unlike the German model, that has
only at a later stage included consumer protection in the originally competitor-focussed
unfair competition law, these ‘modern’ laws were created with a strong view of con-
sumer protection. Consumer protection has from the beginning had a very strong
presence in these laws. It is therefore better to characterise these laws as ‘market
practice laws’ instead of unfair competition laws, since they seek to uphold honest
conduct in the marketplace rather than the ‘bonos mores in competition’."” In France,
on the other hand, the rise of consumer protection led to a separate Consumer Protection
Act.”! Consumer protection under French law is therefore not integrated into the rules
on unfair competition, but is separately addressed.'”

183 Although a separate Consumer Protection Act exists next to the Unfair Competition Act, see
Harte-Bavendamm/Henning-Bodewig/Henning-Bodewig (2005), Einl. E, 178 et seq.; Baumbach/
Hefermehl (2004), p. 69.

184 Harte-Bavendamm/Henning-Bodewig/Henning-Bodewig (2005), Einl. E, 445 et seq.; Baumbach/
Hefermehl (2004), p. 73.

185 Harte-Bavendamm/Henning-Bodewig/Henning-Bodewig (2005), Einl. E, 370 et seq.; Baumbach/
Hefermehl (2004), p. 72.

186 Harte-Bavendamm/Henning-Bodewig/Engelbrekt (2005), Einl. E, 482 et seq.; Baumbach/
Hefermehl (2004), p. 74.

187 Baumbach/Hefermehl (2004), p. 75. Article 1 of the Swiss UWG states that the Act provides
protection for all ‘participants’ in competition. Under Articles 8 and 9, consumers have a ground
for action.

188 Harte-Bavendamm/Henning-Bodewig/Henning-Bodewig (2005), Einl. E, 637 et seq.; Baumbach/
Hefermehl (2004), p. 76.

189 Unfair competition law in the Netherlands is primarily based on case law. Nevertheless it is clear,
when looking into this case law as well as the legal doctrine, that not only the competitor but also
the consumer may seek protection under unfair competition law. See for more, chapter 3 on Dutch
law.

190 Beier (1985), p. 157. The new German UWG of July 2004, links up with these ‘modern’ unfair
competition laws, and could therefore be called a market practice law as well. See chapter 4 on
German Law for more.

191 Chapter II of the ‘Code de la Consommation’ of 26 July 1993.

192 Petit, Le parasitisme économique. Passé, présent et avenir, diss. Université du Droit et de la Santé,
Lille, 2002, p. 64. Harte-Bavendamm/Henning-Bodewig/Henning-Bodewig (2005), Einl. E, 127,
Baumbach/Hefermehl (2004), p. 69. In Finland there is a separate Act on Consumer Protection
as well, see Compilations of national laws, accessible via http://europa.eu.int/comm/consumers/
cons_int/safe_shop/fair_bus_pract/national laws en.pdf, p. 2-3; Harte-Bavendamm/Henning-
Bodewig/Henning-Bodewig (2005), Einl. E, 130; Baumbach/Hefermehl (2004), p. 68.
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The unfair competition laws of the Member States have thus become increasingly
influenced by consumer protection law. The same development is mirrored in Commu-
nity law. The European Commission in proposing a regulation for harmonising unfair
competition law, initially focussed on both the traditional field of unfair competition,
i.e. protecting the trader against the unfair trading practices of other traders as well as
consumer protection. The prime examples of this approach are the Directives on
Misleading and Comparative Advertising that were supposed to protect the interests of
competitors and consumers alike. However, inspired by the ‘modern’ consumer-oriented
marketing practice laws of the Nordic countries, and because of tactical considerations,
the European Commission decided to adapt its strategy of harmonisation accordingly.'”
The Commission changed its focus by concentrating solely on the protection of consum-
ers. In line with the new Consumer Policy Strategy 2002-2006 adopted in May 2002,
the Commission proposed a directive on unfair commercial practices that was limited
business-to-consumer relations. Consumer protection (law) has therefore become
inextricably bound up with unfair competition law, both on the national as well as on
Community level.

2.5 COMMON PRINCIPLES SUGGESTED IN LEGAL DOCTRINE AS ALTERNATIVE
APPROACHES TO HARMONISATION

Before I discuss, in section 2.5, the new proposals that have recently been made by the
Commission in view of harmonising unfair competition law, I will address some of the
proposals that have been made by authors that suggest a new approach to European
unfair competition law.

2.5.1 Unjust enrichment

First of all, Kamperman Sanders explored an (alternative) foundation for a protective
regime based on unfair competition law, with the advantage of it being more appropriate
for European harmonisation. In his dissertation,'™ he constructs an action of ‘malign
competition’ that is based on the doctrine of unjust enrichment augmented by principles
of constructive knowledge. By using this construction he avoids the situation that
traders will be too readily held liable for unfair commercial behaviour, as can be the
case under tort law, because under unjust enrichment law, the plaintiff does not only
need to prove damage, but he must also prove that because of the damage sustained, the
defendant has been unjustly enriched. The solution put forward by Kamperman Sanders

193 See for a discussion of the EU policy on harmonisation of unfair competition law, §§ 2.3.5.2. and
2.6.
194 See supra 79.
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seeks to prevent traders from simply claiming exclusive rights in intangible trade values,
thereby promoting the freedom to compete.'”

Under the doctrine of unjust enrichment it is required that an actual shift in benefit
has taken place from the plaintiff to the defendant, whereas the inclusion of the princi-
ples of constructive knowledge require that the defendant has been able to make a
choice with regard to the risks he was taking in the appropriation of the other’s badge
of trade."” In addition, the action of malign competition results in a restitutionary
remedy. According to Kamperman Sanders, ‘the fact that a plaintiff can never gain more
than his own loss measured against the defendant’s gain should secure action is only
taken when substantial interests are at stake.”'”” A further advantage of his approach is
the fact that the Member States have all drafted unjust enrichment laws, and that his
doctrine would therefore be consistent with these legal developments.'*®

Kamperman’s proposed action for malign competition has many constructive aspects
that would streamline the action of unfair competition in a way which is acceptable to
civil law as well as to common law countries, thereby restricting the application of
unfair competition law and not allowing this area to become a haven for those seeking
overly protective measures in addition to intellectual property law. Nonetheless, in view
of possible harmonisation, his proposal might be a bridge too far from a practical point
of'view, despite its theoretical soundness. Firstly, because nearly all Member States base
their action of unfair competition on tort law or a sui generis system of written law.'”

195 See e.g. Kamperman Sanders at p. 7: “Where exploitation of another's achievements becomes
inequitable, unfair competition law acts provides a remedy. This means that the mere fact that
another's achievement is being exploited does not call for any impediment on the basis of unfair
competition provisions. On the contrary, appropriating and building on others' achievements is
the cornerstone of cultural and economic development. The axiom of freedom to copy epitomizes
the principles of the free market system’.

196 Ibid, p. 211-212.

197 Ibid.

198 Ibid, chapter 4.

199 One can always argue, of course, that the principle of unjust enrichment basically underlies the
law of property and obligations and, therefore, also unfair competition law. See Schoordijk,
Ongegronde vermogensvermeerdering. College ter herdenking van de promotie van Marcel Henri
Bregstein (1977), p. 4-5; Idem, Het algemeen gedeelte van het verbintenissenrecht naar het Nieuw
Burgerlijk Wetboek (1979), p. 452; Idem, Onverschuldigde betaling en ongerechtvaardigde
verrijking bij zogenaamde drichoeksverhoudingen (1999), p. 15; Nieskens-Isphording, Het fait-
compli in het vermogensrecht (1991), p. 70; van Engelen, Prestatiebescherming, Tjeenk Willink:
Zwolle 1994, § 5.5; Gielen, Bescherming van bedrijfsgeheimen, Preadvies van de Vereeniging
Handelsrecht, Tjeenk Willink: Zwolle 1999, p. 45. See however Linssen who criticizes
Schoordijk’s and Nieskens-Isphording’s vision, Linssen, Voordeelsafgifte en ongerechtvaardigde
verrijking, diss. 2001, Boom J.U. 2001, at 325. Even if we would follow the argument that the
principle of unjust enrichment basically underlies unfair competition law, this would still not be
convincing as an argument to opt for unjust enrichment as a basis for the European harmonisation
of unfair competition law. One could, in particular, argue that the law of unjust enrichment is not
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Introducing an action based on unjust enrichment in a directive harmonising unfair
competition law, e.g. by integrating it into a general clause, would therefore not link up
with the practices in most Member States. Besides, all Member States may indeed have
drafted unjust enrichment laws, but this does not mean that these national laws are all
alike. Differences in the content as well as the systematic approach towards unjust
enrichment within the national system, could hamper an effective harmonisation of
unfair competition law based on the principle of unjust enrichment. This problem is in
particular prominent in England & Wales where English lawyers grapple with inter alia
the scope of the law of unjust enrichment, as indicated by Van Kooten in his thesis on
the restitutionary consequences of illegal contracts.”” Finally, the introduction of such
a general principle could arguably be problematic when put into effect in the case of
unfair commercial practices in the business-to-consumer sphere.

2.5.2 The doctrine of misappropriation

For some time, it has been argued that Parliament or the courts in the United Kingdom
should consider adopting the so-called misappropriation doctrine, in the absence of any
law on unfair competition. Some authors even suggest using this doctrine as a model for
a harmonised unfair competition law in Europe.*”' The common law doctrine of misap-
propriation originates in the 1918 opinion of the United States Supreme Court in the
case International News Service versus Associated Press.”” International News Service
(INS) and Associated Press (AP) were two competing news services that employed
correspondents to gather and report news worldwide. AP gathered 'hot news' relating
to events in the First World War, by using its transmission facilities from the front line
and it sold the news to newspaper subscribers in the United States. INS began copying
AP’s stories from AP’s bulletin boards, and from early editions of AP-affiliated newspa-
pers on the East Coast. An INS reporter would take the reported information, write an
article in his own words, and the new article would be wired to INS-affiliated papers for
publication. In some cases newspapers on the West Coast, which subscribed to INS,
were published before newspapers which subscribed to AP and thus took away AP's
commercial advantage.

The US Supreme Court held that although there was no copyright infringement,
since the stories were ‘rewritten’, a wrong had nonetheless occurred and this required
a remedy. In Justice Pitney’s majority opinion, the Supreme Court found that AP had

similar in the Member States and that the term ‘unjust’ could potentially lead to the same
vagueness as the term ‘unfair’ does.

200 Van Kooten, Restitutierechtelijke gevolgen van ongeoorloofde overeenkomsten, Deventer:
Kluwer 2002, p. 219 et seq., in particular 228-229.

201 Robertson/Horton, Does the United Kingdom or the European Community need an Unfair
Competition Law, European Intellectual Property Review 1995 (EIPR 1995, 17(12), p. 582.

202 248 U.S. 215
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a quasi-property right in the news that it had gathered and that IN'S had misappropriated
this by 'endeavouring to reap where it has not sown'. Some authors have tried to find the
rationale behind the misappropriation doctrine, suggesting: unjust enrichment; the theft
of property, alias misappropriation of commercial intangibles; accountable (unfair)
behaviour, irrespective of any property right; and passing off without the confusion/
deception requirement.”” Since the AP/INS case, two incompatible lines of cases have
developed in US law, one restricting the doctrine, and one expanding it. The result is
a highly amorphous and unpredictable body of law, in particular because of uncertainty
as to whether the misappropriation doctrine, as a state-based doctrine, was pre-empted
for matters that were not, but could have been, protected under federal laws.*** How-
ever, the Supreme Court seems to have accepted in the Bonito Boats Inc. v. Thunder
Craft Boats Inc. case®” that state laws against unfair trade practices are not pre-empted
by federal statutes as long as they are not in direct conflict.?”

The misappropriation doctrine, however, does not seem to be an ideal model for
harmonising unfair competition law in Europe. Its application seems to be too limited
for such use, mostly because it does not seem to be suitable to accommodate the various
unfair trading practices that are recognised within most national laws of the Member
States, in particular those that relate to B2C relations. It would be better suited to acting
as a basis for ‘sweat of the brow’ protection, i.e. which is the case when a trader benefits
from the achievements of his competitor.*”’ In addition to this, it is questionable whether
the misappropriation doctrine is compatible with English law, e.g. the law of passing
off.

203 Harms, Hark! There goes a tort, EIPR 1995, 17(9), 454. See also Adams, Unfair Competition:
Why a need is unmet, EIPR 1992, 14(8), p. 260.

204 Spaulding, The Doctrine of Misappropriation (1998) at http://cyber.harvard.edu/metaschool/
fisher/linking/doctrine/index.html

205 489 US 141 (1989).

206 Robertson/Horton (1995), p. 573. In the case of NBA v. STATS, Inc. and Motorola, 105 F.3d 841
(2d Cir. 1997), the appellate Court reasoned that because the federal copyright statute forbids the
ownership of purely factual data, then such protection could not be obtained from resorting to the
common law of the states, in this case commercial misappropriation under New York common
law. Motorola, in conjunction with STATS, Inc., had developed a pager device which received
real-time statistical updates of live NBA (basketball) games. Motorola had developed the delivery
system, while STATS furnished the game data. Intending to market its own such device, the NBA
sought an injunction against the duo for using the score data without authorization from the
league. See on this case also, Tibbetts, 3 B.U. J. SCI . & TECH. L. 16; Djavaherian, Comment,
Hot News and No Cold Facts: NBA v. Motorola and the Protection of Database Contents, 5 RICH.
J.L. & TECH. 8; Charles Shifley and Patrick Shifley, 1 Nw. J. Tech. & Intell. Prop. 6.

207 This kind of protection against unfair competition is often referred to under German law as
‘Leistungsschutz’ and under Dutch law it is referred to as ‘prestatiebescherming’. In these cases
the focus is not primarily on the unlawful behaviour, but instead, on a certain object (or ‘valuable
intangible’) that is worthy of the kind of protection equivalent to the protection provided for under
intellectual property law. See chapter 3, § 3.5.5.4; and chapter 4, § 4.8.
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Besides the action for malign competition and the doctrine of misappropriation,
several other theories have been posed that try to find underlying principles for a
harmonisation of unfair competition law within Europe. They are, for the largest part,
not as comprehensive as the two described above.*”

2.6 NEW EUROPEAN LEGISLATIVE INITIATIVES

Above, I have examined the position of unfair competition law and its development in
International law, within the European context, under primary and secondary European
Union law, as well as under the European Convention on Human Rights. Additionally,
I have addressed some of the alternatives that have been suggested in the literature for
harmonising unfair competition law, which, despite their theoretical soundness, are not
suitable to act as basis for the harmonisation of unfair competition law.

It is now time to address two important recent legal initiatives that have been drafted
by the European Commission. Firstly, a draft Regulation on Sales Promotions, the
amended version of which was presented on 25 October 2002, and, secondly and
more importantly, a proposed Directive on Unfair Business-to-Consumer Commercial

208 For example: Ulmer, in his comparative study, argued that there is a coherent body of unfair
competition law across Europe, which despite national differences, could be said to have a
unifying objective. This objective is described by Beier as being the interest of the honest trader
in having the right to restrain his competitors from causing him injury by unfair conduct. The test
was whether a competitor's conduct complied with a general clause, like ‘honest practices’
(Article 10bis Paris Convention). See Beier (1985), at 284. Molengraaff believes that the “bonos
mores’ are the fundamental principle underlying unfair competition law, See Molengraaff, RM
1887, p. 386 et seq. Aalberse argues that there is an underlying principle within unfair competition
law that everyone is bound by a social duty of veracity, see Aalberse, Oneerlijke concurrentie en
hare bestrijding volgens het Nederlandsche recht, diss. Leiden 1897, p. 17. Pfefter, in his treatise
on Dutch trade law, also endorses the principle of veracity, but does not believe that there is an
underlying ‘social duty’. In his opinion, the principle of veracity is fundamental to unfair
competition law since the violation of it may injure the general public interests and may have an
anti-competitive effect. See Pfeffer, Grondbegrippen van het Nederlands Mededingingsrecht,
1938, p 13 et seq. Gotzen, in his comprehensive treatise on the freedom of trade and unlawful
competition, describes a general notion of ‘unlawful acts of competition’ which comprises all acts
that violate statutory regulations or legal contracts. See Gotzen, Vrijheid vanberoep en bedrijf &
Onrechtmatige Mededinging, Brussels 1963. Frison-Roche suggest instead of basing the action
of unfair competition on Article 1382 of the French Civile Code, to base it on a new theory of
‘abnormal disorders of competition’ (‘troubles anormaux de concurrence’). See Frison-Roche, Les
principes originels du droit de la concurrence déloyale et du parasitisme, RIDA 6/94, at 27 et. seq.

209 Amended proposal for a Regulation concerning sales promotions in the Internal Market of 25
October 2002, COM(2002) 585 final.
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Practices,?!? that became law on 11 June 2005.2'! These initiatives from the Commission
show a new momentum in the process for harmonising unfair competition law within
the European Union. It is unclear, however, how they relate to each other.?'> What is
certain is that the proposals originate from different Directorates-General at the Com-
mission. Whereas the draft Regulation on Sales Promotions has been drafted by the
‘Internal Market’ Directorate-General, the Unfair Commercial Practices Directive has
been drafted by the ‘Health and Consumer Protection’ Directorate-General. As we will
see, below, these different backgrounds will have as a consequence that both regulations
are of a totally different nature.

2.6.1 Draft Regulation on Sales Promotions

In May 1996 the Commission published a Green Paper on Commercial Communica-
tions.?"* For the term ‘commercial communications’ the Commission used a slightly
different definition to the one used in the E-Commerce Directive as shown above. The
Green Paper defined commercial communications as: ‘All forms of communication
seeking to promote either products, services or the image of a company or organisation
to final consumers and/or distributors.” This very broad definition covers all forms of
advertising, direct marketing, sponsorship, sales promotions and public relations. The
Commission in the Green Paper proposed to draft regulations for four key areas within
the field of commercial communications, that diverge significantly at the national level
and therefore potentially give rise to both Internal Market barriers and to a lack of
effective protection across borders within the Community. These four areas are (i) the
protection of minors, (ii) unfair competition, (iii) sponsorship, and (iv) misleading
claims. In the Follow-up to the Green Paper on Commercial Communications,”* the
Commission enumerated the various reactions to the Green Paper and presented their
own updated view. The Commission argued that a balance needed to be found between
the objective of promoting the growth of cross-border commercial communication

210 Proposal for a Directive concerning unfair business-to-consumer commercial practices in the
Internal Market and amending directives 84/450/EEC, 97/7/EC and 98/27/EC of 18 June 2003,
COM (2003) 356 final (the Unfair Commercial Practices Directive). This proposal has since been
amended. See amended proposal after opinion of the European Economic and Social Committee
of 20 February 2004, 2003/0134 (COD), 6453/04; opinion of the European Parliament in first
reading 19 May 2004, 2003/0134 COD, 8492/04 COR 2; Common position of 15 November
2004, 2003/0134 (COD), 11630/2/04 REV 2 ADD 1; European Parliament opinion in second
reading, 2003/0134 COD24, 6618/05, 2 March 2005.

211 OJ L 149/22 of 11 June 2005.

212 Stuyck/Terryn/Van Dyck (2003), p. 293.

213 Commission Green Paper on Commercial Communications in the Internal Market of § May 1996,
COM(96) 192 final.

214 The follow-up to the Green paper on Commercial Communications in the Internal Market of 4
March 1998, COM (98) 121.
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services and that of ensuring consumer protection. In order to smooth the process
towards drafting a regulation on commercial communications, the Commission decided
to set up a Commercial Communications Expert Group with the duty to ‘establish
transparent and efficient administrative co-operation between itself and the Member
States and a dialogue with interested third parties’. The Expert Group will inter alia
examine how existing redress and dispute settlement systems (including those operated
by self-regulatory bodies) can be improved in a cross-border environment.

In October 2001 the Commission adopted its proposal for a Regulation on Sales
Promotion, and an amended version was presented a year later.”'> According to the
Preamble, the main purpose of the Regulation is the removal of barriers that arise from
divergences in legislation and from the legal uncertainty as to which national rules apply
to the use and communication of sales promotions, in order to facilitate the free move-
ment of goods associated with the sales promotion.?'® In conformity with the principle
of subsidiarity as set out in Article 5 of the EC Treaty, the draft Regulation deals only
with those specific identified matters which give rise to problems for the Internal
Market. These matters comprise, as far as sales promotions are concerned, ensuring ‘a
high level of protection of objectives of general interest, in particular the protection of
minors, consumer protection and in that context fair trading and the protection of public
health’.*'” This is put into effect by setting down a detailed number of information
requirements, ensuring that sales promotions are ‘transparent and that an individual
interested in a communicated sales promotion will be able to easily obtain all the
relevant information announced in that communication’.*'® In addition, the use and
commercial communication of sales promotions will be subject to a number of harmo-
nised targeted bans and precise restrictions.*" For example, national bans on premiums,
national value limits on discounts, bans on making participation to promotional games
subject to purchase are removed and replaced by stronger transparency requirements.’
Any remaining cross-border barriers to the use and commercial communication of sales
promotions will be submitted to the application of the principle of mutual recognition
of national legislation.

The draft Regulation uses, as opposed to the Green Paper on Commercial Communi-
cations, the same definition for ‘commercial communications’ as is being used in the
E-Commerce Directive.”' ‘Sales promotions’ are defined as** ‘the offer of a discount,
a free gift, a premium or an opportunity to participate in a promotional contest or game’.

215 See supra 208.

216 Preamble (4).

217 Preamble (11).

218 Preamble (14).

219 Ibid.

220 Article 10(1) in conjunction with Article 2(a) and (b).
221 Article 2(a).

222 Article 2(b).

54



International and European Unfair Competition Law

One would expect the draft Regulation to have a very broad scope of application, since
it deals with all forms of commercial communications. In practice, it is nonetheless of
limited significance to the law of unfair competition. It contains bans for some sales
promotions, as mentioned above, and additionally it contains a set of information
requirements as to commercial communications. Under the draft Regulations, for
instance, all discounts will be subject to the condition that the promoter will, on request,
indicate to the client the preceding price of the promoted good or service and the length
of time (including dates) that this preceding price was applied. Besides these informa-
tion requirements, no other requirements need be met for promoters using commercial
communications, like e.g. that they should not be misleading, aggressive, etc. What is
more, the preamble to the draft Regulation explicitly states that it does not affect ‘the
Community acquis, which is applicable to the use and communication of sales promo-
tions, which covers, in particular, Council Directive 84/450/EEC concerning misleading
advertising and comparative advertising’.*** Next, the preamble states ‘non-compliance
with the information requirements of this Regulation shall be considered as breaches of
the ban on misleading advertising established by Council Directive 84/450/EEC’. So,
in this respect, the draft Regulation is basically a lex specialis to the Directive on
Misleading Advertising. In short, the draft Regulation will most likely not have a strong
harmonising effect on the law of unfair competition within the European Union.***
Besides, the draft Regulation seems to have very limited prospects of being adopted in
the near future.””

2.6.2 The Unfair Commercial Practices Directive®*
2.6.2.1 The Green Paper and its Follow-up

At the same time as the Commission adopted the draft Regulation on Sales Promotions,
it presented the Green Paper on Consumer Protection, containing a proposal for a
Framework Directive on Fair Commercial Practices.””” The Green Paper is based on
three studies, produced for the Commission, that provide a comprehensive survey of
consumer protection regulations at national and EU level.**® In this Green Paper, the

223 Preamble (12).

224 Kabel, Reclamerecht online (2002), p. 27.

225 See e.g. the online notices of the Advertising Information Group, of 17 June 2005, Issue 257, at
http://www.aig.org/notices/257.html.

226 See also on the UCP Directive: Radeideh (2004).

227 Green Paper on European Union Consumer Protection of 2 October 2001, COM(2001) 531 final.

228 Micklitz, V.ILE.W. Study on the Feasibility of a General Legislative Framework on Fair Trading
by the Institut fiir Europdisches Wirtschafts- und Verbraucherrecht e.V., November 2000; de
Vries/Prins/Hondius/Kabel/de Cock Buning, Price Waterhouse Coopers study on ‘Consumer Law
and the Information Society’, 17 August 2000; Lex Fori study to identify best practice in the use
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Commission points out that, for the development of a fully functioning consumer
internal market, a greater degree of harmonisation of the rules that regulate business-
consumer commercial practices is needed.”” To achieve this, the Commission proposes
two options: harmonisation by way of a specific approach based on the adoption of a
series of further directives, or by way of a mixed approach of a comprehensive frame-
work directive, supplemented by targeted directives, where necessary. As an example
of the specific approach, the Green Paper mentions the draft Regulation on Sales
Promotions. In the Green Paper, the Commission tends to favour the mixed approach,
and subsequently provides a comprehensive analysis of the possibility of a general
Framework Directive on fair commercial practices.”’

The Commission fully realises that such a directive would need enforcement that is
more or less equally effective in all Member States for it to be effective. To ensure that
this is the case, the Commission proposed various options of co-operation that could
tackle these enforcement issues. These options could lead to the institution of a legal
framework for formal co-operation between public authorities. The options provided for
in the Green Paper include the nomination of competent authorities by each Member
State to co-ordinate enforcement co-operation among national, regional and local
bodies.”! In addition, the Commission proposes to establish a system of mutual assis-
tance between the Member States, the establishment of common databases and commu-
nication networks, the establishment of obligations for Member States to supply
information to the Commission for dissemination to other Member States to enhance the
co-ordination of market surveillance, the possibility for Member States to carry out co-
ordinated enforcement actions albeit under national enforcement powers and, finally,
the possibility for the EU to enter into co-operation with third countries on enforcement
and to join global enforcement networks.?

The Green Paper received a wide response from businesses, consumer organisations
and national governments and agencies.*** In reaction to these responses and in line with
the new Consumer Policy Strategy 2002-2006 adopted in May 2002,%** the Commission

of soft law and to analyse how this best practice can be made to work for consumers in the EU,
Groupement européen d'intérét économique, Luxembourg. See for these three studies http:
//europa.eu.int/comm/consumers/cons_int/safe shop/fair bus pract/green_pap comm/ studies/
index en.htm.

229 Green Paper, p. 10.

230 Green Paper, p. 13 et seq.

231 Green Paper, p. 19.

232 Ibid.

233 See http://europa.eu.int/comm/consumers/cons_int/safe_shop/fair_bus_pract/green_pap comm/
responses/index_en.htm

234 Consumer Policy Strategy 2002-2006, COM (2002) 208 final. See http://europa.eu.int/
comm/consumers/publications/pub09 _en.pdf. The three objectives of the new European Con-
sumer Policy are (1) a high common level of consumer protection, (2) an effective enforcement
of consumer protection rules and (3) proper involvement of consumer organisations in EU
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published a Follow-up Communication to the Green Paper on EU Consumer Protec-
tion.”* Based on the responses, the Commission discards the specific approach men-
tioned above. Consequently, in the Follow-up Communication, the Commission sub-
stantiated the proposals made in the Green Paper by adding to the contents of a pro-
posed Framework Directive on fair commercial practices. The Commission justifies its
proposal to draft a Framework Directive by referring to surveys that show the economic
benefit for the internal market®® as well as the benefit for the consumer,”’ when
disparities between national rules, in particular in the field of marketing practices, are
removed.”®

2.6.2.2 An analysis of the Unfair Commercial Practices Directive
a Introduction

The Unfair Commercial Practices Directive”’ (hereinafter: ‘the UCP Directive’) that
came into force on 11 June 2005, calls for a total harmonisation of laws on unfair trade
practices within the European Union. As we can see in the title, the word ‘fair’ as used
in the Green Paper on Consumer Protection has been replaced with the word ‘unfair’.
The Commission has chosen the word “unfair’ to meet the requests formulated in the
many responses to the Green Paper and its Follow-up to refrain from imposing any
positive obligations which a trader has to comply with in order to show that he is trading
fairly, and thereby improving legal certainty.** In line with the Consumer Policy
Strategy 2002-2006, the Commission has opted for total harmonisation, a novelty, since
most directives concerning consumer protection are based on minimum harmonisa-
tion.*!

policies.

235 Follow-up Communication to the Green Paper on EU Consumer Protection of 11 June 2002,
COM(2002) 289 final.

236 The Commission’s Cardiff report on the functioning of the internal market, COM 2001 (736) of
7 December 2001 and the study ‘The Benefits of a Working EU Market for Financial Services’
commissioned by the European Financial Services Round Table, see www.zew.de/erfstudy
results/.

237 Eurobarometer carried out for the Commission, FLASH BE 117 ‘Consumer Study’ January 2002.

238 Some authors have criticised the justifications that the Commission uses to demonstrate the need
for drafting legislation in this field. See e.g. Howells/Wilhelmsson (2003), p. 377. See also supra
2.3.2.

239 Supra 210.

240 Supra 209, p. 7. It is clear, though, that this reversal is brought about by industry’s lobbying.

241 The Directive 2002/65/EC on the distance marketing of consumer financial services is also based
on total harmonisation. The Commission has proposed, in its Consumer Policy Strategy 2002-
2006, to change the basis of the Directives on Timeshare (94/47/EC, OJ 1994 L 280/83) and on
package travel (90/314/EEC, OJ L 158, 23 June 1990), from minimum to total harmonisation. In
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b Total harmonisation

Aswe have seen, the Commission is pressing to move towards maximum harmonisation
for all consumer protection directives, which would allow Member States only to enact
the level of protection that is laid down in the relevant directive. Member States with
high levels of consumer protection are obviously wary of this, fearing the loss of
existing protection. Some authors stress the need for total harmonisation.**> The Com-
mission, in its Green Paper on Consumer Protection, justifies the choice for total
harmonisation by referring to the need ‘to address the internal market barriers caused
by divergent national provisions and to provide the necessary support to consumer
confidence to make a mutual recognition approach workable’.*** Evidently, maximum
harmonisation restricts Member States from imposing their own rules thereby ensuring
the same standard throughout the EU. This would remove the presence of trade barriers
generated by differences between national laws. Such a uniform standard would
improve legal certainty and provide incentives for cross-border trade and marketing for
traders and cross-border purchases for the consumer.

Other authors, however, criticize the move towards total harmonisation.*** A system
of minimum harmonisation would leave it to the Member States to decide if they want
to enact legislation that provides for more consumer protection. It would provide for a
platform which leaves room for the Member States to retain and build their own ‘legal
houses’. Total harmonisation, on the other hand, could lead to a significant weakening
of the existing levels of consumer protection in some Member States. The adoption of
total harmonisation could bring European Union consumer policy to a halt, thereby

a more general note the Commission proposes to ‘review and reform existing EU consumer
protection directives, to bring them up to date and progressively adapt them from minimum
harmonisation to ‘full harmonisation’ measures’, see page 16 of the Consumer Policy Strategy.
This seems to indicate a policy change in the field of consumer protection from minimum to total
harmonisation. See Commissie voor Consumentenaangelegenheden of the SER (Sociaal-
Economische Raad), Oneerlijke handelspraktijken op consumententerrein in de EU, Pbnr., 13
April 2004, p. 25.

242 See e.g. Henning-Bodewig, Stellungnahme des Max-Planck-Instituts zum Vorschlag einer
Richtlinie tiber unlautere Geschiftspraktiken vom 18.6.2003 und eine Verordnung iiber die
Zusammenarbeit im Verbraucherschutz vom 18.7.2003, GRURInt 2003, 926; Deutsche Ver-
einigung fiir gewerblichen Rechtsschutz und Urheberrecht e.V., Stellungnahme zum Vorschlag
der Europdischen Kommission fiir eine Richtlinie tiber unlautere Geschiftspraktiken im
binnenmarktinternen Geschéftsverkehr zwischen Unternehmen und Verbrauchern— KOM (2003)
356 endg., GRUR 2004, 215; Kur, Européische Union — Kommission legt Richtlinienvorschlag
iiber unlautere Geschiftspraktiken gegeniiber Verbrauchern vor, GRURInt 2003, 795; Sosnitza,
Das Koordinatensystem des Rechts des unlauteren Wettbewerbs im Spannungsfeld zwischen
Europa und Deutschland — Zum Regierungsentwurf zur Reform des UWG vom 9.5.2003, GRUR
2003, 739.

243 Green Paper on Consumer Protection, p. 8.

244 See e.g. Howells/Wilhelmsson (2003), p. 370; Wilhelmsson (2004), p. 223.
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freezing it at a low level and preventing it from further developing.** Howells believes
that the shift towards maximum harmonisation requires a thorough assessment of
substantive consumer policy, which has not yet taken place .**® He argues that the
dominance of the internal market arguments and the paucity of consumer policy in the
Communication on Sales Promotion Regulation make it obvious that European Commu-
nity consumer policy is not sufficiently developed to entrust it with exclusive responsi-
bility in consumer protection matters, as a maximum harmonisation directive would do.

Besides the danger of degrading the level of consumer protection, a total harmonisa-
tion would also conflict with some specific directives that fall under a minimum
protection regime, since under Article 3(4) of the UCP Directive in the case of conflict
between the UCP Directive and a specific directive ‘the latter shall prevail and apply
to those specific aspects’. This problem has been tackled, however, and the European
Commission has reached a compromise in the form of Article 3 (5) of the UCP Direc-
tive. Under this article, ‘For a period of six years from 12 June 2007, Member States
shall be able to continue to apply national provisions within the field approximated by
this Directive which are more restrictive or prescriptive than this Directive and which
implement directives containing minimum harmonisation clauses. These measures must
be essential to ensure that consumers are adequately protected against unfair commercial
practices and must be proportionate to the attainment of this objective.” Member States
may propose to prolong this derogation for a further limited period.

The Commission has, by reaching this compromise, moved the UCP Directive into
a new position, which in practice is situated somewhere between minimum and total
harmonisation. Article 3(5) that has been introduced as a compromise, may function as
a safeguard procedure that is indispensable due to the loss of national competence
through total harmonisation.

¢ Confined to B2C relations

Another striking feature of this proposal is its scope. Unlike earlier directives, it
concerns all types of unfair trading practices. It is not restricted to a particular type of
unfair behaviour, nor is it either media- or product- or service-specific. This is a very
welcome feature, since as we have seen up to now, the European legal landscape
concerning unfair competition can be portrayed as a patchwork of piecemeal rules. We
should not become overexcited, however, since the proposal still has an important
restriction. It is limited to business-to-consumers relations (B2C), meaning that competi-
tors’ economic interests are not protected under the proposal. As announced supra § 2.5,

245 See UK Government Response to the consultation paper on the draft EU Directive on Unfair
Commercial Practices issued in July 2003, http://www.dti.gov.uk/ccp/consultpdf/unfaireponse.
pdf, p. 9.

246 Howells/Wilhelmsson (2003), p. 370.
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this limitation clearly reflects the structure of the Commission and its functioning. As
we can see, the Commission has issued, concerning the very same subject-matter, a set
of documents and regulations that clearly do not relate to each other, although they all
originate from the very same institution. Whereas the directives concerning Misleading
and Comparative Advertising as well as the draft Regulation on Sales Promotion have
been drafted by the ‘Internal Market’ Directorate-General, the proposal for an Unfair
Commercial Practices Directive has been drawn up by the ‘Health and Consumer
Protection’ Directorate-General (hereinafter: ‘DG Sanco’).

This is probably the main reason why the proposal is confined to consumer protec-
tion and thus to B2C relations. This is expressed in Article 1 of the proposal which
outlines the objective of the UCP Directive, which is to achieve ‘a high level of con-
sumer protection’. The Explanatory Memorandum explicitly states that only acts that
harm the economic interests of consumers fall under the proposal.**” Consequently, the
UCP Directive proposes to split up the national laws of unfair competition into a part
providing rules for the consumer and a part providing rules for the (honest) trader. This
outcome is, for multiple reasons, unfavourable.***

First of all, the laws of unfair competition within most national laws of the Member
States serve the interests of the consumer as well as the trader. As we have seen,?*
unfair competition law has gradually evolved from being purely competitor-focussed,
to safeguarding the interests of consumers as well. This aspect has been codified in most
national unfair competition laws,*° with France as the notable exception.””' As a con

247 See the draft Directive, p. 10. However, in the final version of the Directive, the interests of
competitors are indirectly protected as well, see sub 252.

248 See also Glockner, Richtlinienvorschlag tiber unlautere Geschéftspraktiken, deutsches UWG oder
die schwierige Umsetzung von europarechtlichen Generalklauseln, WRP 2004, 936 at 938;
Henning-Bodewig, Das Européische Lauterkeitsrecht B2C, B2B oder doch besser beides?, in:
Keller/Plassmann/von Falck, Festschrift fiir Winfried Tilmann (2003), p. 149 et seq.; Kohler/Lettl,
WRP 2003, 1019 at 1033; the comments of the German Society for Industrial Property and
Copyright (GRUR), GRUR 2004, 215; the comments of the Max Planck Institute for Intellectual
Property, Competition and Tax Law, see Henning-Bodewig (GRUR Int. 2003), 926; Ohly (2005),
Towards a Harmonised European Unfair Competition Law? Comments on the Proposal for a
Directive on Unfair Commercial Practices, lecture given to the Hungarian Competition Law
Association at Budapest, 4 March 2005, www.versenyjog.hu/hun/doc/ohly.doc. Ohly is of the
opinion, however, that some of the criticism voiced particularly in the German literature seems
to be exaggerated, see p. 6. See also in this respect Kefler/Micklitz, BB-Europareport: Der
Richtlinienvorschlag tiber unlautere Praktiken im binnenmarktinternen Geschéiftsverkehr BB
2003, 2073 at 2074; Veelken, Kundenfang gegeniiber dem Verbraucher, WRP 2004, 1 at 10.

249 See supra § 2.4.

250 For e.g. in Sweden, Norway, Denmark, Germany, Austria, Greece and Belgium.

251 In France, protection against unfair competition for the consumer or the competitor has been
accommodated in separate laws. Ohly also mentions Hungarian law as a similar example. See
Ohly (2005), Towards a Harmonised European Unfair Competition Law? Comments on the Pro-

60



International and European Unfair Competition Law

sequence, most national laws on unfair competition have, over time, changed into laws
on ‘market practices’. The UCP Directive breaks with this tradition as vested in the
national systems of most Member States. Moreover, it breaks with traditions in Euro-
pean law, since the Misleading and Comparative Advertising Directive explicitly states
that ‘the purpose of this Directive is to protect consumers, persons carrying on a trade
or business or practising a craft or profession and the interests of the public in
general’.**? But the UCP Directive does not merely attack a set of legal traditions, more
importantly it tries to split a coherent field of law. The law of unfair competition is
aimed at protecting consumers and traders alike. As Ohly has indicated in his 2005
lecture to the Hungarian Competition Law Association, these are ‘inseparable aspects,
two sides of the same coin.’** However, in many cases the interests of consumers and
traders are interwoven. A misleading claim concerning a competitor’s product will
amount to damaging the competitor’s goodwill, as well as impeding the consumer in
making a rational choice.

The competitor who, of course in his own interest, will take action under unfair
competition law to stop the misleading claim and prevent it from reappearing, will
thereby also help the consumer by ‘removing’ these misleading claims from the adver-
tising market. So, providing the consumer and the honest trader with the same set of
rules, may lead them to help each other, although this may not be their intention. The
Commission, in one of its latest versions of the draft UCP Directive,?* has admitted this
fact. Preamble (8) now states that the UCP Directive ‘also indirectly protects legitimate
businesses from their competitors who do not play by the rules in this Directive and thus
guarantees fair competition in fields coordinated by it.” Nonetheless, the interests of
competitors are only protected under the UCP Directive if the interests of the consumers
are at stake as well.”

What is more, honest competitors can even take legal action under the UCP Direc-
tive against unfair commercial practices.”® This possibility has been added in one of the
latest amendments®’ to the UCP Directive. Although the addition of an action for
(honest) traders under the UCP Directive is favourable, the ensuing construction adds
to the complexity of the legal framework on unfair competition as created by the Euro-
pean legislator. Does this mean, for example, that a competitor may institute an action

posal for a Directive on Unfair Commercial Practices, lecture given to the Hungarian Competition
Law Association at Budapest, 4 March 2005, www.versenyjog.hu/hun/doc/ohly.doc, p. 5.

252 Article 1.

253 Ohly (2005), p. 5.

254 Common Position adopted by the Council of 15 November 2004, 2003/0134 (COD), 11630/2/04
REV 2.

255 This follows from preamble (6), see below.

256 Article 11 UCP Directive.

257 Document from the Presidency to the Delegations, Brussels 20 February 2004,2003/0134 (COD),
6453/04, p. 18.
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under the UCP Directive in the case of comparative advertising that creates confusion
with one of his products,® next to his claim under the Misleading and Comparative
Advertising Directive? If this is the case, how do these two sets of rules relate to each
other? These amendments have led to the situation that the final version of the UCP
Directive not only relates to consumer protection, but also contains provisions that
provide protection for the (honest) trader. This is, e.g. the case with comparative ad-
vertising. In a Directive primarily focused on consumer protection, one would not
expect to see provisions that provide protection against ‘any marketing of a product,
including comparative advertising, which creates confusion with any products, trade
marks, trade names or other distinguishing marks of a competitor’.>** Why, then, has this
provision been inserted?

So, the UCP Directive contains provisions that, albeit in most cases indirectly, relate
to commercial practices in B2B relationships. Nevertheless, the UCP Directive clearly
leaves it to the Member States to prohibit unfair commercial practices in B2B relations.
As it states in preamble (6):

‘[The Directive] neither covers nor affects the national laws on unfair commercial practices which
harm only competitors’ economic interests or which relate to a transaction between traders; taking
full account of the principle of subsidiarity, Member States will continue to be able to regulate
such practices, in conformity with Community law, if they choose to do so’.

This preamble does theoretically enable the Member States to retain their own system
ofunfair competition law. However, in most cases, the Member States’ system of unfair
competition law will lose its integrity. First of all, the integrated concept of consumer
protection and classic unfair competition law will be abolished. The consumer protec-
tion part of the national unfair competition law will be governed by the UCP Directive
and its interpretation by the ECJ, while the part that provides protection for (honest)
traders will remain attuned to the national commitments that exist in relation to unfair
competition law. As a result, national unfair competition law will lose its balance. In
addition to this, national unfair competition law that provides protection for (honest)
traders will indeed be influenced by European law since the UCP Directive provides
rules that play a part in these cases, not withstanding its formal limitation to consumer
protection. As shown above, some provisions in the UCP Directive are directly applica-
ble to traders, instead of consumers. As a result of this, European unfair competition law
will become more complex because of the B2C and B2B regime that will exist side by
side,*® and the fact that the UCP Directive is not clearly defined. This will lead to many
problems, in particularly in cases of misleading and comparative advertising. The UCP
Directive incorporates the B2C provisions of the Misleading Advertising Directive and

258 Under Article 6(2a) in conjunction with Article 11 of the UCP Directive.
259 Article 6(2a) of the UCP Directive.
260 Ohly (2005), p. 6.
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limits its scope to B2B advertising and comparative advertising which may harm a
competitor, but where there is no consumer detriment.**' Consequently, advertising law
in Europe will be divided into two sets of rules running parallel with each other.

What will happen if we would read a newspaper and encounter an advertisement that
seems to be misleading? First, we would have to decide if it harms the consumer in his
rational choice, or whether it harms a competitor. If it is liable to harm the consumer’s
economic interests, the UCP Directive is applicable. Whether or not the advertisement
is misleading will be assessed against the norms laid down in the UCP Directive that
directly relate to ECJ case law concerning the average consumer. But what if the
advertisement turns out to be comparative as well? If it is still to the detriment of the
consumer, then the UCP Directive will be applicable as well. Under the UCP Directive,
however, no special provisions exist with respect to comparative advertising other than
Article 6(2)(a) under the heading of ‘Misleading actions’. Or does the Misleading and
Comparative Advertising Directive nonetheless apply? Under Article 14 of the UCP
Directive, the answer would be no.

Suppose the advertisement is not directly harmful to the consumer but instead, to the
honest competitor. If he decides to take action, it is not the UCP Directive, but rather
the Misleading and Comparative Advertising Directive that will apply. Whether the
advertisement is misleading, in this case, will be assessed against nationally devised
norms on misleading advertising, that can in certain cases be stricter than the European
normrelating to the average consumer, since the Misleading and Comparative Advertis-
ing Directive provides for minimum harmonisation. Moreover, if the advertisement
would be comparative as well, the strict conditions that are laid down in this Directive
for comparative advertising need be met. But, to make things even more complicated,
for the misleading element in the comparative advertisement, not only the rules on
misleading advertisements under the Misleading and Comparative Advertising Directive
apply, but the rules on misleading commercial practices under the UCP Directive are
applicable as well!*** And what would happen if, like in most cases, the advertisement
is potentially harmful to traders and consumers alike? Would both sets of rules be
applicable?

These questions show that the UCP Directive will most probably lead to more
complexity and various questions of interpretation. Ohly compares this situation to a

261 Article 14 of the UCP Directive.

262 According to Article 14 of the UCP Directive, article 3(a) of the Directive on Misleading and
Comparative Advertising will be replaced by the following provision:
Article 3a
1. Comparative advertising shall, as far as the comparison is concerned, be permitted when the
following conditions are met:
(a) it is not misleading according to Articles 2(2), 3 and 7(1) of this Directive or Articles 6 and
7 of Directive 2005/29/EC of the European Parliament and of the Council of 11 May 2005
concerning unfair business-to-consumer commercial practices in the internal market; (...).
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football match. ‘Now, none of us would wish two sets of football rules, some only
protecting rival players, others protecting the spectators watching the game. Football is
a single and undividable process. So is competition.” Certainly, the approach towards
harmonising unfair competition law for B2C relations is not solely the consequence of
it originating from DG Sanco. This DG is only committed to the protection of the
consumer, not the competitors and will thus keep any legislation it drafts within the
realm of consumer protection. But there are, [ assume, other factors which are likewise
responsible for this outcome. The most important one may be the probable absence of
political consensus on unfair competition law. If the past fifty years have demonstrated
anything, then it is that unfair competition law gives rise to different reactions from
policy makers across the European Union. The past decades have consequently seen a
policy shift towards consumer protection within the European Union.*** So by ‘surfing
these waves’ the Commission may have found a safe way of reaching the harbour of
harmonisation in one piece. Although an all-inclusive directive prohibiting all types of
unfair competition directed towards consumers as well as traders may be preferred, the
present draft has to date the most realistic prospects of being adopted. The Commis-
sion’s ‘Realpolitik’ may therefore be tactically quite feasible and even preferable, since
its alternative could be no harmonisation at all. However, despite its greater possibility
of being adopted, I am still not in favour of the Commission’s proposal. The B2C UCP
Directive will lead to (further) fragmentation of the law of unfair competition within the
European Union, thereby consequently contradicting its purpose of contributing ‘to the
proper functioning of the internal market’.*** Besides, as mentioned above, it does not
correspond to the laws of most Member States, in particular those that have adopted
laws on ‘market practices’. To my mind, the UCP Directive may have a tactical advan-
tage,” but it is conceptually inferior to one single market law approach.**

d The country-of-origin rule

Like the E-commerce directive, in the UCP Directive the Commission has opted for the
country-of-origin rule. As we have seen, this shows a movement away from the tradi-
tional position in unfair competition law which favours the law of the marketplace. In
this case, where a dispute arises concerning the good or service, the applicable law
would be that of the consumer’s country. This rule is common to most Member States
and has also been adopted in Article 5 of the proposed Rome-II Directive.?*” The draft
UCP Directive, however, has changed the applicable law to the law operating in the
trader’s country, following a similar move in the E-commerce Directive to open up trade

263 This policy shift was equally endorsed by the literature, see e.g. Schricker 1 IIC 415-449 (1970).
264 Henning-Bodewig (GRURInt 2003), 926 et seq.

265 In the way that consumer protection is a ‘hot topic’ for harmonisation.

266 See Ohly (2005), p. 6 who is of the same opinion.

267 See supra 162.
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in the single market. As Article 4(1) states, ‘traders shall only comply with the national
provisions, falling within the field approximated by this Directive, of the Member State
in which they are established. The Member State in which the trader is established shall
ensure such compliance.’ This provision has been widely criticized.**® Many feared that
it might undermine consumer protection within the Member States. The clear winners
would obviously be traders, who only have to comply with the requirements of their
country of origin when selling to consumers around the European Union.

So, the country-of-origin rule formulated in the draft UCP Directive has the same
drawbacks as its equivalent in the E-commerce Directive as discussed above. Thus, the
country-of-origin principle will probably lead to a ‘race to the bottom’, an enfeeblement
of consumer protection across Europe, internal discrimination between national and
international businesses and, finally, to a division between rules which are applicable
to unfair trade practices in B2C and B2B relations. After many protests, this provision
has consequently been removed by the Commission pursuant to the Council’s common
position.”® As a consequence, and in line with normal practice, the applicable law in
cross-border disputes will now be determined by the courts.

e General Clause

Article 5 of the UCP Directive introduces, in line with Article 10bis of the Paris
Convention, a general clause on unfair competition into Community law for the first
time. Under Article 5, ‘unfair commercial practices shall be prohibited’. General
clauses, such as these, are common in all Member States of the European Union except
the United Kingdom and Ireland.””® The general clause introduced in the UCP Directive
will therefore replace the existing divergent general clauses and principles in the
Member States and ‘define a common EU wide framework , which will considerably

268 See Henning-Bodewig (GRURInt 2003), 11-6; Schricker/Henning-Bodewig (2001), p. 12; Ohly
(2005), p. 14 et seq.; Micklitz, A General Framework Directive on Fair trading, in Hugh Collins
(ed), The Forthcoming Directive on Unfair Commercial Practices — Contract, Consumer and
Competition Law Implications, Kluwer Law International 2004, p. 59 et seq.; Micklitz (2000),
p- 11; Stuyck/Terryn/Van Dyck (2003), p. 266 et seq.; Permanent Bureau of the Hague Confer-
ence on Private International Law (2000), supra 27, footnote 62; van Eechoud, Choice of Law
in Copyright and Related Rights, Alternatives to the Lex Protectionis, Kluwer Law International
2003, § 3.3.3.1.

269 Communication from the Commission to the European Parliament concerning the common
position of the Council of 23 November 2004, 2003/0134 (COD), 15155/04, p. 4.

270 Of the other Member States, most have a general clause, or alternatively use a general tort clause
(e.g. France, the Netherlands). See, also for the position in common law systems, Ohly, Rich-
terrecht und Generalklausel im Recht des unlauteren Wettbewerbs, 1997, p. 73 et seq.; Cornish,
Intellectual Property: Patents, Copyright, Trademarks and Allied Rights, 4th edition 1999, No.
1-13 et seq.
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simplify the legislative environment in which traders and consumers operate’.””" Not
surprisingly, these clauses are highly criticized in the common law jurisdictions.
Common objections are their alleged contribution to legal uncertainty and their interfer-
ence with the principle of freedom of trade and the system of checks of balance under
the trias politica.””* One should keep in mind, nevertheless, that general clauses are a
familiar tool in European law. In European cartel law, for example, Article 82 of the EC
Treaty strikes a balance between the legitimate use of the freedom of competition and
the misuse of this freedom by stating that it is prohibited to abuse a dominant position
in the market. Also, in secondary EC law, general clauses are already present, e.g. in the
unfair contract terms Directive.?”> General clause are, therefore, a flexible tool for
controlling the ever changing market practices, for preventing the circumvention of
existing statutory provisions and, finally, for drawing a line between acceptable and
unacceptable commercial innovations.”’* Ideally, the general clause is the happy com-
promise in drafting a rule, thereby providing legal certainty, that can be interpreted in
case law, and thereby providing the flexibility needed to adapt to new unfair trading
practices.

Since it is impossible to formulate under what conditions a commercial practice is
considered to be ‘unfair’, case law will play an important role in the practical applica-
tion of the UCP Directive.?”” Since the draft Regulation is based on a system of total
harmonisation, the ECJ will have to interpret the general clause on a case by case basis,
thus shaping the notion of “unfair commercial practice’. This would saddle the ECJ with
the task of assessing an abundance of references from Member States. Moreover, the
ECJ would have to decide on what is fair and unfair while at the same time knowing
that this is closely related to existing customs and habits in the Member States. The ECJ
must therefore strike a delicate balance between shaping unified European rules and
applying flexibility in view of national peculiarities. In practice, however, it is not

271 Draft Directive of 18 June 2003, COM (2003) 356 final, p. 12-13.

272 See for a comparison of the common law view on general clauses, chapter 6 Comparative law.
See for a comprehensive analysis of general clauses in unfair competition law: Ohly, Richterrecht
und Generalklausel im Recht des unlauteren Wettbewerbs: Ein Methodenvergleieh des englischen
und des deutschen Rechts, Max-Planck-Institut fiir ausldndisches und internationales Patent-,
Urheber-und Wettbewerbsrecht Schriftenreihe zum gewerblichen Rechtsschutz, GWR Band 100,
Carl Heymanns Verlag, Cologne 1997, 344 pp.

273 Article 3(1) of the Unfair Contract Terms Directive 93/13/EEC of 5 April 1993. See also e.g.
Article 1 and 2(2) of the Directive on Misleading and Comparative Advertising; Article 8(5),
9(1)(e) and 12(c) of the Community Trademark Regulation 40/94; Article 4(3), 5(5) and 6(1)(c)
of the First Trademark Directive 89/104/EEC. See also Schricher/Henning-Bodewig (2001), p. 36.

274 Schricher/Henning-Bodewig (2001), p. 35.

275 See Ohly (1997), p. 227 et seq.; Schricker/Henning-Bodewig, New Initiatives for the Harmonisa-
tion of Unfair Competition Law in Europe, [2002] 24(5) EIPR, at 274; Glockner, Richt-
linienvorschlag tiber unlautere Geschéftspraktiken, deutsches UWG oder die schwierige Umset-
zung von europarechtlichen Generalklauseln, WRP 2004/8, p. 942 et seq.
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certain whether the general clause will likely be used frequently, since it is followed by
examples of unfair practices that will capture the vast majority of cases.

A problem for the ECJ, in interpreting the general prohibition of Article 5, will be
the interpretation of one of the sub-requirements. Under Article 5 of the UCP Directive,
acommercial practice shall be unfair if ‘it is contrary to the requirements of professional
diligence’. This standard stems from the realms of tort law, where it may be used to
weigh individual behaviour against the usual standards of care in cases of negligence
liability, but is not suitable within the context of unfair competition law.’”® In the
‘common position’ to the draft UCP Directive, the concept of good faith is incorporated
into the definition of ‘professional diligence’, thereby introducing a contract law
concept into the field of unfair competition law. The notion of ‘professional diligence’
has been introduced to ensure that normal business practices which are in conformity
with custom and usage, such as advertising based on brand recognition or product
placement, will not be caught by the Directive even if they are capable of influencing
consumers’ economic behaviour.”’”” While professional standards pertaining to the duty
of care may help a court in determining what is fair, they should nevertheless not be
decisive . In deciding whether certain behaviour should be considered unfair, the court
should refer to the standards that are contained in the UCP Directive, in national
legislation and in case law. Practices that are common in business may just as well be
malpractices and traders adopting these practices could be held liable under the UCP
Directive. Moreover, the application of the ‘professional diligence’ notion may be
troublesome in the case of a new form of unfair competitive practice. For such practices,
no standards of ‘professional diligence’ have yet been determined, so these new prac-
tices cannot be measured by this standard. This notion is therefore not at all flexible.
The condition of ‘professional diligence’ is supplied by a second condition concerning
the distorting of the average consumer’s behaviour. If a commercial practice is ‘likely
to materially distort the economic behaviour’ of the average consumer or the average
member of a group that is addressed by the commercial practice, it is deemed to be
unfair. This ‘consumer detriment’ clause functions de facto as a de minimis rule,
preventing the courts from interfering in practices that do not harm anyone.

In one of the latest proposals of the draft UCP Directive, the definition of ‘average
consumers’ in the unfairness test has been extended to include ‘vulnerable consumers’.
So, whether a commercial practice is unfair depends on it distorting the economic
behaviour of an average consumer, who ‘is reasonably well-informed and reasonably
observant and circumspect, and taking into account social, cultural and linguistic
factors’.””® However, if the commercial practice is likely to distort the economic

276 See Ohly (2005), p. 8; the comment of the German Society for Industrial Property and Copyright,
GRUR 2004, 215 at 216; Glockner, WRP 2004, 936 at 939; Kohler/Lettl, WRP 2003, 1019 at
1036; Schiinemann, WRP 2004, 925 at 930.

277 Draft Directive of 18 June 2003, COM (2003) 356 final, p. 12.

278 This corresponds with EJC case law, see supra 134.
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behaviour of only ‘a clearly identifiable group of consumers who are particularly
vulnerable to the practice or the underlying product because of their mental or physical
infirmity, age or credulity in a way which the trader could reasonably be expected to
foresee’,”” the practice must be assessed from the perspective of the average member
of that group of vulnerable consumers. Such vulnerable consumers can be e.g. children
and senior citizens. This introduces a new group of ‘vulnerable’ consumers, that may
lead to wide differences in interpretation, with possible divergences between the Mem-
ber States.

The Commission has two solutions to this problem of interpretation. First of all,
Article 5(3) moderates the extra protection provided to vulnerable consumers in addition
to average consumers, by stating that exaggerated claims by traders are not meant to be
taken literally, as they are part of the usual hyperbole and the ‘huff and puff” often used
in advertising. Secondly, according to the preamble (18) to the UCP Directive, national
courts and authorities may use their own judgement, having regard to the case law of
the Court of Justice, to determine the typical reaction of the average consumer in a given
case. The UCP Directive thus grants the courts a margin of appreciation in assessing
these cases.

1 Specific clauses; Misleading commercial practices

In Articles 6-9 of the UCP Directive, two key types of unfair commercial practice are
elaborated. They act independently from the general clause, so a practice which is either
misleading or aggressive under the corresponding provisions is automatically deemed
to be unfair.

The provisions on misleading commercial practices are largely an elaboration of the
1984 Directive on Misleading Advertising. They likewise contain a definition of what
is misleading, based on the ECJ formula of the average consumer.” The definition of
misleading has, however, been slightly elaborated upon and has been completed by a
number of examples.?®' Next, a provision has been added concerning misleading omis-
sions.” Finally, as we have seen above, the UCP Directive differs from the Directive
on Misleading Advertising in its proposed total harmonisation.?®* What is ‘left’ of the
Misleading Advertising Directive, after the removal of the B2C provisions, are a set of
B2B provisions that still fall under a regime of minimum harmonisation.

Under Article 6 of the UCP Directive, a commercial practice is regarded as mislead-
ing if it either contains false information, or if it is likely to deceive the average con-

279 Article 5(3) of the draft Directive of 18 June 2003, COM (2003) 356 final.

280 See the ECJ case law on misleading advertising, supra 134.

281 Article 6 and Annex I.

282 Article 7.

283 See above, for the complications this brings when relating the UCP Directive to the Directive on
Misleading Advertising that allows for minimum harmonisation.
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sumer in relation to certain factors.”* The misrepresentation must be likely to influence
the consumer’s transactional decision. If this is not the case, the misleading claim will
not be prohibited under the UCP Directive. In addition to certain conditions that have
to be met by the trader with regard to information which he provides to the consumer,
Article 7 obliges the trader to give certain specific information to the consumer. The
consumer needs this information to make a transactional decision. The omission of any
of these information requirements will be regarded as misleading. The following is,
inter alia, required to be provided: information on the main characteristics of a product,
the address and the identity of the trader, the price inclusive of taxes, unusual arrange-
ments for payment, delivery and performance and, finally, information about revocation
rights.?® These information requirements, combined with those adopted in the Distance
Selling Directive and the E-commerce Directive, may well become a burden for
advertising practice.”® The ECJ will, in applying Article 7, have to strike a balance
between a strict application in accordance with consumer protection and a restrained
application that is more consistent with the needs of business.

The provisions on misleading commercial practices are not meant as a comprehen-
sive list of information to be positively disclosed in all circumstances. While the
emphasis on ‘unfair’ commercial practices, instead of ‘fair’ commercial practices,
entails that a trader does not have to comply with any positive obligations to show that
he is trading fairly, Article 7 nonetheless imposes a duty on a trader not to omit any
‘essential’ information. The preamble (21) to the UCP Directive states that it is for
national law to determine the burden of proof. As a general rule, the burden of proving
the unfairness of a disputed commercial practice will therefore lie with the plaintiff. The
preamble, however, commends the courts and administrative authorities to require
traders to produce evidence if they make a factual claim about a product.?*’

g Specific clauses; Aggressive commercial practices

Articles 8 and 9 of the UCP Directive introduce a set of provisions on aggressive
commercial practices, an area that has not yet been touched upon by the European
legislator. According to Article 8, a commercial practice is believed to be aggressive if
harassment, coercion or undue influence is used. As is the case with misleading prac-
tices, the aggressive commercial practice must impair the consumer’s ability to make
an informed transactional decision. This requirement narrows down the application to

284 The factors of relevance are inter alia the existence or nature of the product, the main characteris-
tics of the product, the extent of the trader's commitments, the price, the need for a service, part,
replacement or repair, the nature, attributes and rights of the trader or his agent and, finally, the
consumer's rights or the risks he may face. See Article 6 (a)-(g).

285 Atrticle 7(4).

286 See also Ohly (2005), p. 11.

287 See preamble (21). See also Article 12(1).
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cases where consumers under the influence of a trader who exploits his position of
power, are influenced in making an informed transactional decision. If the consumer is
not influenced, the aggressive behaviour will not be held to be unlawful. A consumer
who receives e-mail Spam, but is not coerced to take the offer, cannot stop the sender
from sending the unsolicited e-mail under the UCP Directive. However, according to
preamble (7), Member States are free to prohibit such commercial practices in their
territory ‘for reasons of taste and decency’.**® The blacklist of Annex I to the UCP
Directive contains some specific aggressive commercial practices that are deemed to be
unfair. This blacklist will be addressed below.

h  Blacklist of unfair commercial practices

Annex I to the UCP Directive contains a blacklist of commercial practices. These
practices will in all circumstances be deemed to be unfair. This list applies in all
Member States and can be changed or added to only in the same way as the rest of the
Directive. The selection of commercial practices as listed in Annex I (thirty-one in
total), seems to be quite arbitrary. Of course, one has to admit that drafting such a list
will always have this effect. Besides, the list can be amended later on, albeit not very
easily. Nonetheless, some remarks are necessary as far as the selection of practices is
concerned. First of all, some of them relate to behaviour or specific situations that will
not frequently occur in practice. These situations could have been better dealt with
under the general clause in Article 5, than separately. An example is number (8) that
prohibits the offer of an after-sales service in another language when a foreign language
was used when the consumer entered into the contract. Next, some of the trading
practices listed are also clearly actionable under the provisions of the UCP Directive.

288 Besides, the sending of unsolicited e-mail falls within the scope of other European directives, e.g.
Directive 2002/58/EC of 12 July 2002 concerning the processing of personal data and the
protection of privacy in the electronic communications sector (the e-Privacy Directive); Directive
95/46/EC 1 of 24 October 1995 on the protection of individuals with regard to the processing of
personal data and on the free movement of such data (OJ L 281, 23.11.1995, p. 31) as amended
by Regulation (EC) No. 1882/2003 (OJ L 284, 31.10.2003, p. 1); Directive 97/7/EC of 20 May
1997 on the protection of consumers in respect of distance contracts (OJ L 144 , 04/06/1997,
p- 19-27). For more on this topic, see Carey, E-privacy and online date protection, London:
Butterworths Lexis 2002, 268 pp.; Donovan, Implementation of the e-Privacy Directive in the
UK — understanding the new rules, in: The computer law and security report: the bi-monthly
report on computer security and the law governing information technology and computer use, vol.
20 (2004/2), pp. 127-132; Pedzich, The E-Privacy Imperative, in: Library Journal 2002, vol. 127
(2002/3), p. 156 et seq.; Funk, Unsolicited Commercial Emails in the Jurisdictions of Germany
and the USA: some Thoughts on the New Anti-Spam Laws in the Interests of the Parties Involved
in Email Traffic, Computer Law Review International (2004), vol. 5, p. 138-144; Thole,
e-Privacyrichtlijn maakt geen eind aan spam, NJB 2004/168; Asscher, Regulating Spam —
Directive 2002/58 and beyond, IVIR 2004, available at http://www.ivir.nl, 75 pp.
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Number (9) prohibits the trader from creating the impression that a product can legally
be sold when it cannot. Under number (17) it is considered unfair to falsely claim that
aproduct is able to cure illnesses, dysfunction or malformations, and under number (20)
it is unfair to describe a product as ‘gratis’, ‘free’, ‘without charge’ or similar if the
consumer has to pay anything other than the unavoidable cost of responding to the
commercial practice and collecting or paying for the delivery of the item. Although
these practices are also likely to be considered unlawful under Article 6 of the UCP
Directive (Misleading actions), they have nevertheless been placed on the list, probably
as a way of clarification so as to ensure that these practices are indeed actionable under
the UCP Directive. Besides, the advantage of putting them on the blacklist is that they
are deemed to be misleading per se.

Finally, some of the trade practices listed on the blacklist seem to apply to interests
that exceed the UCP Directive’s scope of protection. As noted supra in section 2.5.2.2c,
the UCP Directive only indirectly protects the interests of (honest) traders. Or, as put
by the preamble (8) to the UCP Directive: ‘[The UCP Directive] also indirectly protects
legitimate businesses from their competitors who do not play by the rules in this
Directive and thus guarantees fair competition in fields coordinated by it’. However,
number (13) in the blacklist provides a striking example of just the opposite. It states
that it is an unfair commercial practice to promote ‘a product similar to a product made
by a particular manufacturer in such a manner as deliberately to mislead the consumer
into believing that the product is made by that same manufacturer when it is not’. This
provision clearly corresponds to the Civil law concept of ‘slavish imitation’ as well as
the Common law tort of ‘passing off’. These actions are, however, primarily directed
at protecting the interest of competitors, not consumers. This is therefore another
example of the way in which protection for (honest) traders is covertly included in the
UCP Directive.**

In addition to misleading practices, the blacklist in Annex I to the UCP Directive
also contains some specific aggressive commercial practices that are deemed to be
unfair.”° In this respect, one might wonder what will occur if a national law calls for
stricter protection than the protection provided under the UCP Directive and its black-
list. For example, under German law, the delivery of goods that have not been ordered
by the consumer is regarded as unfair per se, even if the seller does not demand pay-
ment.”' The UCP Directive prohibits this type of inertia selling under number (26) of
the blacklist, if payment is demanded. It is not clear whether, in such a case, German
law can be upheld.**

289 See also supra § 2.5.2.2c.

290 Number (22), for example, prohibits creating the impression that a consumer cannot leave the
shop until a contract is formed. Number (23) bans the same kind of practices using pressure, when
a trader does not want to leave the consumer’s house.

291 BGH GRUR 1959, 277 at 278 (Kiinstlerpostkarten). See Ohly (2005), p. 12.

292 See Ohly (2005), p. 12.

71



Chapter 2
i Remedies

Like the Misleading Advertising Directive, the UCP Directive fails to provide for a
comprehensive set of rules harmonising procedural law. The provisions on enforcement
in the UCP Directive reproduce those established in Articles 4 to 6 of the Misleading
Adpvertising Directive. The UCP Directive therefore imposes no new obligations on
Member States as to the nature or form of enforcement required. As we have seen
above, this shortcoming has prevented the Misleading Advertising Directive from
reaching its full potential. Article 11, a provision clouded with prose, compels the
Member States to ‘ensure that adequate and effective means exist to combat unfair
commercial practices’, equivalent to what is required by the Misleading Advertising
Directive. The UCP Directive allows the Member States to see to it that codes of
conduct are drafted, preferably in cooperation with consumer organisations, thereby
enabling traders to apply the principles of this Directive effectively in specific economic
fields. The Commission is of the opinion that the use of such codes could diminish the
need for recourse to administrative or judicial action. Abuse of codes of conduct can be
misleading under Article 6 of the UCP Directive. In accordance with the blacklist
formulated in Annex I, it is misleading if a trader claims to be a signatory to a code of
conduct when he is not or that a code of conduct has an endorsement from a public or
other body which it does not have.*”

It is unfortunate that the Commission has not seized this opportunity to improve the
means of legal redress in the field of European unfair commercial practices. This failure
to provide for satisfactory means of redress will be of great influence to the UCP
Directive’s anticipated effectiveness, if we realize that the enforcement of consumer
protection rules is almost of greater importance than the rules themselves. Because of
this omission the UCP Directive largely becomes a ‘dead letter’ as far as the consumer
is concerned. There is one reference in the Explanatory Memorandum to the UCP
Directive, however, that could provide slight satisfaction. The Commission explicitly
refers to a complementary proposal for a regulation on consumer protection co-opera-
tion that will enable more effective administrative co-operation between Member States
supporting the UCP Directive.*” The Regulation on Consumer Protection Cooperation
was adopted by the Council on 27 October 2004,?** and will introduce a new EU-wide
network of national enforcement authorities capable of taking co-ordinated action
against rogue traders, starting in 2006. It will also empower enforcement authorities to
seek and obtain action from their counterparts in other Member States. Each Member

293 See Annex I, numbers (1) and (3).

294 See draft Directive 2003/0134 (COD), COM (2003) 356 final, p. 17.

295 Regulation (EC) No. 2006/2004 of the European Parliament and of the Council of 27 October
2004 on cooperation between national authorities responsible for the enforcement of consumer
protection laws,
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State is required to designate a public enforcement authority to be part of the EU-wide
mutual assistance network.

A public enforcement authority that becomes aware of an intra-Community infringe-
ment of consumer protection law, can take enforcement action directly under its own
authority or by application to the courts, depending on the choices in procedural law as
decided by the national legislator. If the unfair commercial practice originates from
abroad, the competent authorities may request mutual assistance, via a so-called ‘single
liaison office’, from other members of the network. The Regulation seems to indicate
that the public enforcement authorities have prosecutorial discretion. They may well
wait to take action, until multiple consumer complaints have been lodged. This Regula-
tion does not, therefore, provide the consumer with an independent action of its own.

What is the ideal mechanism for enforcing the UCP Directive has been the topic of
discussion for quite some time. This discussion was, in part, fuelled by a speech
delivered by former EC Commissioner Byrne of DG Sanco®® who proposed a new
regulatory technique consisting of the creation of ‘safe harbours’, if necessary linked
with systems of self-regulation. If a trader complies with the rules that describe permit-
ted behaviour or conduct in the market, he will be virtually immune from any legal
challenge, even under the general clause. This safe harbour will provide the trader with
the incentive to comply with the law. The Commission is even considering linking the
safe harbour concept to codes of conduct that are drafted in cooperation with businesses
and trade associations, thereby involving them in the process. A trader who agrees to
comply with these codes, however, will not enter a complete safe harbour, but will
create a ‘presumption of conformity’.*”” The Commission has not integrated this concept
in its UCP Directive; on the contrary, it has provided a disincentive for voluntarily
subscribing to a code since a breach thereof will be automatically regarded as having
committed an unfair commercial practice.*”®

Various authors have expressed their views on possible systems of soft law, be it by
self-regulation, non-binding guidelines, co-operation, co-ordination, best practices,
marketing standards or mandatory requirements. Micklitz believes that the harmonisa-
tion of unfair commercial practices alone does not suffice to overcome the different
marketing practice regulations of the Member States. He proposes a joint approach,
supplying mandatory legislation with new forms of self-regulation. His approach is
based upon the so-called ‘New Approach on harmonisation of technical standards and

296 Speech/01/620 of Mr David Byrne, The EU Consumer Protection Green Paper Public Hearing on
the Commission’s Green paper on Consumer Protection, Brussels, 7 December 2001, http:
/leuropa.eu.int/rapid/pressReleasesAction.do?reference=SPEECH/01/620&format=HTML &ag
ed=0&language=EN&guilanguage=en.

297 Collins, EC Regulation on Unfair Commercial Practices, in: Collins, The Forthcoming EC
Directive on Unfair Commercial Practices: Contract, Consumer and Competition Law Implica-
tions, Kluwer Law International 2004, p. 30.

298 Article 6(2)(b) of the UCP Directive.

73



Chapter 2

regulation’ developed by the Commission.*” It calls for the development of marketing
standards by trade, industry and consumer organisations. These marketing standards are
notified to national enforcement authorities, which may grant the ‘fair communication’
logo to businesses that comply with these standards. According to Micklitz, the objec-
tive of achieving these standards can only be kept alive if there is a common framework
that governs the elaboration of marketing standards on a national and European level.
These marketing standards must therefore comply with so-called mandatory require-
ments, which are a specification of the general clause on fair communication.** These
mandatory requirements must be developed by national and/or European standardisation
bodies in joint co-operation with national authorities, and with the input of consumer
organisations. Micklitz is a strong supporter of such a system of co-operation.

Alpa proposes a system of soft law, based on codes of conduct, that should be
supplemented with rules of a general nature that allow the interpreter to adjust them to
various (unforeseeable) circumstances. These general rules will need to support and
reinforce the flexible self-regulating codes.’®' Howells clearly distinguishes co-regula-
tion from self-regulation. In his opinion, co-regulation works in two ways. Firstly it
integrates voluntary standards into the legal framework, and, secondly, it involves the
stakeholders in the development of these standards.’”* As to the ‘New Approach’
favoured by Micklitz, he is reserved as to its direct usefulness. Howells believes that
this New Approach cannot simply be transposed for this case of Fair Trading harmoni-
sation. More state and court involvement is needed in this area of the law. He rightly
criticises the proposed framework directive since it fails to integrate soft law and still
views standardisation as a private function. This will perpetuate the imbalance caused
by the impact of Community law in this area. Member States should, to his mind, be
more proactive in promoting good trade practices, as is done e.g. by the Office of Fair
Trading in the UK. For the establishment of a system of soft law, he suggests a hierar-
chical approach.’” On a lower level, there must be non-binding guidance providing for
the establishment of a safety net for consumers against unfair trade practices. This non-
binding guidance seeks to establish what amounts to unfair trading practices. At a
higher level, a set of Codes would seek to go further and promote fair trading practices.

299 Micklitz, A General Framework Directive on Fair Trading, in: Collins, The Forthcoming EC
Directive on Unfair Commercial Practices: Contract, Consumer and Competition Law Implica-
tions, Kluwer Law International 2004, p. 59.

300 Ibid, p. 83

301 Alpa (2004), p. 110.

302 Howells, Co-regulation’s role in the Development of European Fair Trading Laws, in: Collins,
The Forthcoming EC Directive on Unfair Commercial Practices: Contract, Consumer and
Competition Law Implications, Kluwer Law International 2004, p. 120.

303 TIbid, p. 128.
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Wilhelmsson, in a well thought-out article,* asserts that certain consumer contract
claims can be used as a complementary method of enforcing rules on marketing. In his
opinion, private law can play arole in the enforcement of the rules on unfair commercial
practices, although the Green Paper on Consumer Protection does not mention this.**
The Consumer Sales Directive®® could offer a European basis for this approach. Goods
that are, for example, bought under the influence of misleading advertising, might also
lead to a claim of non-conformity, thus falling under the rules of marketing liability in
the Consumer Sales Directive. Wilhelmsson even relates to a possible inclusion in a
future European contract law of a rule on contractual liability for marketing. Finally,
Collins proposes an approach which is analogous to the Open Method of Co-ordination,
as proposed by the Commission in its White Paper on European Governance.**” This
method requires the Member States to prepare annual reports on the problems occurring
in trading practices and how their national law, including soft law, is combating these
practices. These reports would give a synopsis of any new methods of unfair trading that
are being devised, the variety of techniques being employed across the Member States
in dealing therewith and the effectiveness of these techniques. Members of the Council
and the Commission would be able to react to these findings by recommending certain
Member States to take action against a particular unfair trade practice, by pointing out
to Member States if some of their legal instruments are ineffective, and by advocating
best practices.’™ Collins is in favour of this approach because of its flexibility to adept
to new forms of unfair commercial behaviour.

2.7  CONCLUSION

The 1965 Ulmer comparative study depicted the law of unfair competition present in the
legal systems of the European Member States as a clearly structured and coherent field
of law. Ulmer nonetheless indicated that various differences existed between the
national laws. Most of these differences still exist, despite a variety of Community
legislation (most importantly the Misleading and Comparative Advertising Directive)
that has had a limited effect on the harmonisation of unfair competition law. Besides
that, the harmonisation of intellectual property laws has to a certain extent led to a
harmonisation of (part of) unfair competition law as well. This effect has been most
evident in the Trademark Directive that contained rules that, although they were
previously part of unfair competition law, are now accommodated under Community

304 Wilhelmsson (2004), p. 223 et seq.

305 TIbid, p. 237.

306 Consumer Sales Directive 1999/44/EC.
307 Com (2001) 428.

308 Collins (2004), p. 41.
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Trademark law, such as e.g. the protection of the owner of a well-known trademark
against third parties using his trademark for dissimilar products.

The Paris Convention combined with more than fifty years of efforts by the Commis-
sion has not led to an overall harmonisation of unfair competition law. On the contrary,
the harmonisation by the use of specific directives has presented us with a distorted
image of piecemeal regulations showing little coherence . The fact remains, however,
that nearly all Member States have a coherent system of unfair competition law, as
indicated by the 1965 Ulmer comparative study. The only two exceptions to this rule
are the two countries of Common Law origin, the United Kingdom and Ireland. Besides
these two countries, the Member States of the European Union all clearly have national
laws on unfair competition that can serve as a dogmatic basis for a more complete and
coherent harmonisation of unfair competition law. As shown in section 2.3.4, there is
a need for harmonisation both in order to efficiently protect the interests of the trader
as well as the consumer while conducting cross-border trade and purchases.

The past decades have shown a development in consumer protection law leading to
a shift of unfair competition from a purely competitor-based approach towards a mixed
approach directed towards protecting the interests of traders, consumers and the public
as a whole. Most Member States consequently amended their national fair trading
legislation in the heyday of the consumer movement. In the past decades, the protection
of the consumer has even more prominently come to the fore. It is therefore now time
to seize the opportunity for harmonising unfair competition law by hitching on to the
impetus towards improving consumer protection within the European Union. The
European Commission, and in particular its ‘Health and Consumer Protection’
Directorate-General, has skilfully availed itself of this opportunity and has proposed the
harmonisation of unfair competition law purely based on consumer protection. By
surfing the waves of consumer protection, the Commission has found a safe way of
reaching the inaccessible harbour of harmonisation in one piece.

The UCP Directive marks an important step towards the harmonisation of the
complete area of unfair competition law. It does, however, omit a very important part
of unfair competition, i.e. the traditional unfair competition directed at protecting the
honest trader against his competitor. Should we nevertheless be happy that it has finally
come to a harmonisation of a more general nature in the field of unfair competition law?
Or should we be dissatisfied with the fact that the UPC Directive de facto splits up the
law of unfair competition into a Business-to-Consumer and a Business-to-Business
part?*” One view is to be content with what has been reached by way of the UPC
Directive. A truly complete harmonisation of unfair competition law, in one run, seems

309 See van Gerven, The ECJ Case-law as a means of unification of private law?, in: Hartkamp c.s.,
Towards a European Civil code, Third Edition, Ars Aequi Libri, Nijmegen: 2004, p. 101-102.
Van Gerven discusses the disruption of national law as a consequence of harmonisation, and
points out that the only way to avoid such a disruption would be to enact comprehensive codifica-
tion.
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to be very difficult to attain, especially considering the political and juridical issues
involved in harmonising a field like unfair competition law. So we should be happy with
what we have and hope to include the harmonisation of the B2B part at a later stage.
However, this view might bring the risk of being stuck with this purely consumer-
oriented harmonisation since after the UPC Directive the incentive to harmonise unfair
competition law in the B2B field may be lacking as policy makers will argue that
‘enough has already been done *. Moreover, in my mind, the UPC Directive has brought
along maybe more problems than it seeks to resolve. The UPC Directive will lead to a
division of unfair competition law that should be prevented at all costs. To split up the
law of unfair competition into a part that provides protection to traders and a part that
provides protection to consumers would mean disturbing its equilibrium and, in addi-
tion, setting aside more than a century of legal development.
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CHAPTER 3

Dutch Law

3.1 INTRODUCTION

Dutch law does not contain any specific statutory rules on unfair competition law,
although the legal concept itselfis clearly recognised in case law and legal doctrine. The
general principles of unfair competition law are derived from the basic provision of tort
embodied in Article 162 of Book 6 of the Dutch Civil Code (BW).! This general tort
clause has, over the years, given rise to an extensive body of case law on unfair compe-
tition. In Dutch legal practice, unfair competition law often plays a part as a supplement
to protection under intellectual property laws. In most intellectual property cases, e.g.
in the case of an alleged copyright, trademark or design infringement, unfair competi-
tion law is used as an alternative charge. In these cases, protection against unfair
competition may be especially welcome if, e.g., a patent’s term has lapsed, or a trade-
mark is not registered. Unfair competition law, in this respect, plays the part of a
residual category as well as a last resort. In addition to this, unfair competition or, more
in particular, advertising law plays an important role in preventing the public from being
misled and businesses from being defamed.

In the following sections I will present an overview of Dutch unfair competition law.
First of all, after addressing the principle of free trade underlying unfair competition
law, I will discuss how this field of law has developed over the years. Secondly, I will
point out whose interests are protected under Dutch unfair competition law. After that,
I will look at a group of unfair trading practices that are dealt with under Dutch law in
the field of misleading advertising, discrediting of competitors and protection of
achievements including know-how. Finally, I will summarise my findings.

3.2  FREEDOM OF TRADE

The predominant starting point in case law is the freedom of trade. This principle was
introduced into Dutch law following the French Revolution.>* On the market, there

1 The Dutch approach is comparable to the French one which is based on the general tort clauses
of Articles 1382 and 1383 of the French ‘Code Civile’, cf. supra 9.

2 See on the principle of free trade: Pfeffer, Grondbegrippen van Nederlands mededingingsrecht,
Haarlem: Bohn 1938, § 2; Peters, Vrijheid van bedrijf, SEW 1959, p. 129 et seq.; Maeyer, in:
Cerutti et al. (ed.), Opstellen over recht en geschiedenis aangeboden aan prof. mr. B.H.D. Her-
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should be a situation of free and unrestrained competition. Competing with one’s com-
petitor and consequently benefiting from his achievements must principally be allowed.
However, for some situations, specific monopolies have been designed that are an
exception to this rule. Intellectual property rights, as absolute and exclusive rights, are
monopolies meticulously created by the legislator. Each of these intellectual property
rights serves its own functions that justify its exception to the general rule of freedom
of trade.

The protection granted under unfair competition law, e.g. protection against benefit-
ing from one’s achievement, may result in the elimination of competition to a certain
degree. Pfeffer has indicated this antinomy between the principle of free trade and the
law of unfair competition in general.* The Supreme Court dealt with this issue in its
decision of 27 June 1986.° According to the Supreme Court, the principle of free trade
dictates that benefiting from the achievements of another person is allowed even if this
behaviour harms the interests of that person. Only under special circumstances may this
behaviour be held to be unlawful.®

3.3 LEGISLATIVE DEVELOPMENT OF UNFAIR COMPETITION’
3.3.1 The 19" century
The legislation of the Netherlands in the 19™ century, after coming under French rule,

was significantly influenced by French law. The French Revolution and the consequen-
tial principle of free trade resulted in the ending of the system of guilds. From that

mesdorf, Kluwer: Deventer 1965, p. 213-230; Gotzen, Vrijheid van 136beroe en bedrijf en on-

rechtmatige mededinging, Brussels 1963, 2 Volumes; Schellekens, Praesidium Libertatis (1975),

p- 295-306; Kaufmann, Passing Off and Misappropiation (IIC-studies, vol. 9, 1986); Verkade,

Ongeoorloofde mededinging, Zwolle: Tjeenk Willink 1986, no. 17; Duk/Limperg, Ongeoorloofde

mededinging en Europees Recht, BIE 1985, p. 176 et seq.; Van Nieuwenhoven Helbach/Huydeco-

per/Van Nispen, Industriele eigendom en mededingingsrecht, Volume II in the series of Dorhout

Mees, Nederlands handels- en faillissementsrecht, Gouda Quint: Arnhem 1989, no. 1257,

Koopmans, Intellectuele eigendom, economie en politieck, AMI 1994, p. 107-111.

See the next section.

Pfeffer (1938), p. 5.

5 NJ 1987, 191. See infra 341. This case will be discussed in § 3.5.5.4b et seq. See also HR
1 November 1991, NJ 1992, 423 and HR 1 November 1991, NJ 1992, 424,

6 NJ 1987, 191, at 4.2. These circumstances will be addressed in § 3.5.5.4b.

7  See, in more detail, on the system of guilds before the French Revolution: Overvoorde/Joosting,
De gilden van Utrecht tot 1528, Verzameling van rechtsbronnen, Volume I, The Hague: Martinus
Nijhoff 1897, 152 pp.; van Dillen, Bronnen tot de geschiedenis van het bedrijfsleven en het
gildewezen van Amsterdam, Three volumes, The Hague (1929, 1933, 1974); Posthumus, De ge-
schiedenis van de Leidse lakenindustrie, Two Volumes (1908, 1939). See, for a general overview

W
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moment on, every citizen was allowed to establish a business for himself. Government
regulations and guilds’ codes of conduct were abolished. The absence of boundaries for
competitive behaviour amongst traders resulted in excesses in trade.® In contrast to most
European countries, like France and Germany, the Dutch legislator and judiciary chose
to refrain from taking any measures to oppose these unfair trading practices. French case
law based the action of unfair competition on the general rule of tort under Article 1382
Code Civile.’ This article states that

‘Any act of man, which causes damage to another person, obliges the one, by whose fault this

damage has been caused, to compensate the other’."

This article is based upon the sole concept of ‘faute’, that is, culpable behaviour on the
part of the defendant.!' This legal term is difficult to translate as well as to define. The
Code Civile itself offers no definition of ‘faute’, but most writers describe it as a failure
to observe a precept of behaviour which the defendant should have respected.'* Article
1382 of the Code Civile introduces a civil responsibility to act honestly, without ‘faute’,
when competing with others in trade.'® French law distinguishes between ‘concurrence
déloyale’ and ‘concurrence illicite’, pertaining to intentional and negligent harm
respectively.' The starting point under French unfair competition law is the freedom of

of the development of unfair competition in the Netherlands: Drucker, Opmerkingen over Oud-

Vaderlandsch Merkenrecht, RM 1921, 482; Aalberse, Oneerlijke concurrentie en hare bestrijding

volgens het Nederlandsche Recht, diss. Leiden 1897; van Schaik, De oneerlijke concurrentie uit

strafrechtelijk oogpunt beschouwd, Nijmegen-Utrecht 1946; Pfeffer (1938); Valkhoff, Inleiding
tot het sociaal-economisch recht in Nederland, Groningen-Leiden 1964; Ulmer/Bacumer/Van

Manen, Oneerlijke mededinging, Volume II/2, Nederland, Tjeenk Willink: Zwolle 1974, p. 1 et

seq. See for the development of the principle of freedom of trade, in particular in the area of tax

law: Peters (1959), 129-156, 169-199 (187-199).

Van Schaik (1946), p. 2; Ulmer/Baeumer/Van Manen (1974), § 2.

9  Petit, Le parasitisme économique. Passé, présent et avenir, diss. Université du Droit et de la Santé,
Lille 2002, p. 11; Tunc, Unfair competition — French and European approaches, 1 Monash U.L.
Rev. 34 (1974/1975).

10 ‘Tout fait quelconque de I’homme, qui cause a autrui un dommage, oblige celui par la faute
duquel il est arrivé, a le réparer’.

11 Buydens, La protection de la quasi-création, diss., Brussels: Bruylant 1993, p. 655. See also
Roubier, Droit de la propriété industrielle, volume I, Sirey, Paris 1954, p. 508; Burst, Concurrence
déloyale et parasitisme, collection Dalloz Affaires, first edition, 1993, 210 pp.; Chavanne/Burst,
Droit de la propriété industrielle, Précis Dalloz, fifth edition, 1998, 904 pp; Passa, Contrefagon
et concurrence déloyale, Litec, 1997, 355 pp; Izorche, Concurrence déloyale et parasitisme
économique, in: Serra (ed.), La concurrence déloyale: Permanence et devenir, Paris: Dalloz 2001,
p- 27 et seq.

12 Zweigert/Kotz, op.cit., p. 659.

13 Mathély, Le droit frangais des signes distinctifs, Paris, p. 511.

14 Actionable under Article 1382 respectively 1383 of the Code Civile.
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trade.'> Abuse of this freedom can lead to liability under Article 1382."° Article 1382 has
effectuated a vast body of case law."”

The Dutch equivalent Article 1401 BW'®, however, makes a distinction between
‘schuld’ (as a translation of ‘faute’) and ‘onrechtmatigheid’ (unlawfulness). This articles
states that

‘Any unlawful act, which causes damage to another person, obliges the one, by whose fault this

damage has been caused, to compensate the other’."

As we can see, the only difference between the Dutch and French wording is the
addition of the word “unlawful’ in the Dutch version. Why was this term inserted?
According to prevailing opinion, the Dutch legislator, when drafting the Dutch Civil
Code in 1838, tried to ensure that not every act or culpable behaviour that inflicts
damage would lead to compensation, but only acts that were not legally authorized. The
legislator thus wanted to prevent every act which caused damage from leading to a
claim for damages. Claims under Article 1401 BW should be confined to unlawful
acts.” While the French provision does not mention the word unlawful, this condition
is embodied in one of the two elements of ‘faute’, the objective element (‘circonstances
externes’), as opposed to the subjective element (‘circonstances internes’).”!

In the years following the introduction of the Dutch Civil Code in 1838, case law
interpreted the term “‘unlawful” as meaning acting against the law or acting in a manner
which is legally unauthorized.”> However, at the end of the 19™ century the situation
changed. The Hoge Raad (Supreme Court of the Netherlands) construed “unlawful’, in

15 This principle was established by the law of 2 and 17 March 1971 (loi des 2 et 17 mars 1791 sur
la Liberté du Commerce et de I’Industrie,). See Azéma, Le droit frangais de la concurrence, PUF,
1981, p. 92.

16 Cour de cassation 22 October 1985, RDPI 1985, 137.

17 Consumer protection against unfair trading practices is mainly dealt with under the ‘Code de la
Consommation’ of 26 July 1993.

18 This article has been replaced, as of January 1, 1992, by Article 6:162 of the new Dutch Civil
Code.

19 °Elke onrechtmatige daad, waardoor aan een ander schade wordt toegebracht, stelt dengenen door
wiens schuld die schade veroorzaakt is in de verplichting om dezelve te vergoeden’. Section 2 of
Article 6:162 (2) of the new Dutch Civil Code defines an unlawful act as ‘the violation of a right
and an act or omission breaching a duty imposed by law or a rule of unwritten law pertaining to
proper social conduct.’

20 Van Maanen, Onrechtmatige Daad, diss. 1986, p. 33 et seq.; Van Dam, Aansprakelijkheidsrecht,
The Hague: Boom J.U. 2000, p. 163.

21 Rabut, De la notion de faute en droit privé, Paris 1948, p. 199-200.

22 See Van Maanen (1986), p. 33 et seq. for case law in this respect.
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most cases,” as being contrary to statutory law, and consequently it only accepted two
types of tortious acts: the violation of a right and the violation of a statutory duty. Legal
literature, on the other hand, displayed a reverse trend. While the first half of the 19®
century demonstrated a tendency towards limiting the liability based on Article 1401 of
the Dutch Civil Code, this tendency changed at the end of the century. This about-turn
in the literature was instigated by the famous article on unfair competition by (the Dutch
lawyer) Molengraaffin 1887.%* He advocated an extension of the liability under Article
1401 (and 1402) of the Dutch Civil Code, so as to accommodate an effective control of
unfair competitive practices.” In his view, an act of unfair competition should also be
prohibited, in the absence of an intention to act unfairly, e.g. in case of an unintended
misleading statement. In addition, Molengraaff was in favour of the possibility of
imposing a prohibition next to a claim for damages as a legal remedy.*®

However, despite Molengraaft’s request to extend the liability under Article 1401,
case law did not follow his lead. In fact, several cases showed the reluctance of the
Dutch judiciary to expand the liability under Article 1401 of the Dutch Civil Code so
as to accommodate an action against unfair competition. Especially in the period
between 1905-1919, most claims for protection against unfair competition under Article

23 In some cases, case law showed a broader interpretation of Articles1401 and 1402 BW, see
Asser/Hartkamp, Mr. C. Asser’s handleiding tot de beoefening van het Nederlands Burgerlijk
Recht: Verbintenissenrecht, part III, Deventer: Tjeenk Willink 2002, no. 30 and Van Maanen
(1986), p. 121 et seq.

24 Molengraaff, De ‘oneerlijke concurrentie’ voor het forum van den Nederlandschen rechter,
Rechtsgeleerd Magazijn, 1887, p. 373-435.

25 In contradiction to the communis opinio at that time. See e.g. van der Does de Bije, De verplich-
ting tot schadevergoeding wegens onrechtmatige daad volgens het Nederlandsch Recht, Themis
1866, p. 389 et seq.; van Ittersum, Eene nadere beschouwing van de vereischten voor de acties
van Article 1401 BW, Nw. Bijdr. 1866, p. 101 et seq.; Thorbecke, lets over de verbintenis tot
schadevergoeding wegens onrechtmatige daad, diss. Leiden 1867; Kist, Academisch proefschrift
over de verbintenissen die uit onrechtmatige daad ontstaan, volgens artt. 1401 en 1402 BW, diss.
Leiden 1861; Opzoomer, Het burgerlijk wetboek verklaard door C.W. Opzoomer, part 6,
Amsterdam: Gebhard, p. 313 et seq.; Diephuis, Het Nederlandsch Burgerlijk regt, part 11,
Groningen 1888, p. 81; Land, Beschouwingen over de verbintenis uit onrechtmatige daad,
Haarlem 1896, p. 33; Sybenga, Eenige opmerkingen over onrechtmatige daden als bron van
verbintenis, Assen 1885. In favor of Molengraaff’s view were Belinfante, Wat is onregtmatige
daad en wat is schuld volgens Article 1401 B.W., Themis 1865, p. 341 et seq., and 1869, p. 285
et seq.; Hamaker, Het recht en de maatschappij, 1888, p. 79; Roelfsema, De beteekenis der woor-
den ‘onrechtmatig’ en ‘schuld’ in Article 1401 B.W., Diss. Groningen 1893; Aalberse, Oneerlijke
concurrentie en hare bestrijding volgens het Nederlandsche Recht, Diss. Leiden 1897, p. 64;
Simons, Ons burgerlijk delichtsrecht, Themis 1902, p. 6 et seq.

26 See Pfeffer (1938), p. 22.
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1401 were rejected by the Hoge Raad.”” One such example is the Dutch imitation of the
famous American ‘Singer’ sewing-machine. The sewing-machines of the Dutch manu-
facturer were labelled ‘Improved Singer Sewing-Machines’ (transl.), whereby the term
‘Singer’ had been displayed on one side of the apparatus. The plaintiff was unable to
prove a violation of any right (e.g. trademark) or a violation of a statutory duty. The
plaintifftherefore argued that the marketing of the Dutch sewing-machines was mislead-
ing and, as such, unlawful. The Hoge Raad denied this claim and showed its reluctance
to expand the liability under Article 1401 of the Dutch Civil Code, by stating that
unlawfulness only stems from an act or omission that violates a legal duty or the
violation of a right.

The reserved policy of the Hoge Raad at the end of the 19", beginning of the 20"
century, can — at least to a certain extent — be attributed to the Dutch trading situation
during that same period of time. At the end of the 18" century, beginning of the 19®
century, Great Britain, and later on Belgium, Northern France and the German ‘Ruhr
district’ were influenced by the process of industrialization. The Dutch economy at that
time mainly revolved around foreign trade and investments.” The Dutch industrial
revolution, however, signifying a shift of emphasis on increasing domestic production,
did not start until the second half of the 19" century. This resulted in a period of rapid
economic growth at the turn of the twentieth century. The swift economic develop-
ments, accelerated by experience gained from foreign manufacturers, demanded a
system of free, unrestrained competition on the marketplace. This demand was mirrored
in the policy of the judiciary, especially the Hoge Raad, at the turn of the century.
Counterfeiting of products’ design was permitted in most cases, even if the original
designation of the product was copied.”

3.3.2 Bills before Parliament

This liberal approach of the Hoge Raad, however, soon met with difficulties. The case
law at the turn of the twentieth century proved to have a negative effect on trade. Many
traders, who over the past years had managed to establish a firm position in domestic
trade thanks to the liberal trade policy of the Dutch government and the case law of the
Hoge Raad, found that they were being harmed by the unfair trading practices that were

27 Seee.g. HR 10 June 1910, W 9038. See also Van Maanen (1986), p. 144 et seq., referring to the
president of the civil section of the Hoge Raad, A.P.Th. Eyssel, who strongly disagreed with
Molengraaff’s proposals.

28 De Jonge, De industrialisatie in Nederland tussen 1850 en 1914, Nijmegen 1976, p. 18.

29 Seethe case law mentioned in Molengraaff’s annotation to the Lindenbaum/Cohen case, NJ 1919,
161. See also Van Maanen (1986), p. 140.
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a consequence of the same liberal policy.* The Dutch legislator strove to remedy this
situation and on January 11, 1911 a bill was tabled by Regout.’' This bill proposed to
extend the liability under 1401 of the Dutch Civil Code by adding the elements ‘con-
trary to morality’ and ‘contrary to the duty of care of the bonus pater familias’. This bill
was favourably received concerning its objectives, but criticized* for its formulation of
the constituent elements of ‘unlawful’.”” In an attempt to dampen the criticism, in 1913
the government proposed an amended bill drafted by Heemskerk.** The definition of
‘unlawful act’ was linked to the terminology used in the case law and literature, in
particular the article by Molengraaff in 1887.%

The Regout bill was positively received by most authors, but fiercely criticized by
Eyssel,*® one of the judges that presided over the Hoge Raad at the time of its ‘re-
strained’ case law at the turn of the century.”’ Eyssel feared that it would impair legal
certainty and, moreover, that it would give too large a margin of appreciation to the
‘subdistrict court of the countryside’, something that, in his opinion, would likely harm
Dutch society.® Despite the general support in the literature, the Regout bill never
entered into force due to a lack of momentum.*® Nevertheless, case law would, some
years later, fill the vacuum by providing for an extension of the liability under Article
1401 of the Civil Code.*

3.3.3 Criminal Law regulation of 1915

In 1897, Aalberse completed his doctoral dissertation on ‘unfair competition and its
control under Dutch law’.*' Like Molengraaff, he supported a broad definition of Article

30 The ‘summit’ of this line of case law was reached by the case before the Supreme Court on
10 June 1910, W 9038, see Verkade, 100 jaar ‘Oneerlijke concurrentie’ in Nederland — Molen-
graaff en de onbetamelijke mededinging, BIE 1987, no. 7, p. 156. See also Pfeffer (1938), p. 21.

31 Published in W 9099.

32 See e.g. Ribbius, Eenige opmerkingen over het wetsontwerp tot regeling van de onrechtmatige
daad, RM 1911, p. 561.

33 “Contrary to morality’, ‘contrary to the duty of care of the bonus pater familias’ or ‘contrary to
public order’.

34 Published in W 9459.

35 See the link to Molengraaff in W 9312, p. 4.

36 Eyssell, Het wetsvoorstel omtrent de onregtmatige daad en de regtszekerheid, Themis 1911,
p 568-617.

37 Inthe case law at the turn of the century, in particular the cases of 6 January 1905 and of 10 June
1910, the Hoge Raad adhered to a restricted interpretation of Article 1401 BW by defining
‘unlawful” as meaning acting against the law or acting in an unauthorized manner, in contrast to
the prevailing opinion in the literature. See Van Maanen (1986), p. 141; Verkade (1987), p. 156.

38 Eyssell (1911), p. 594 et seq.

39 See Pfeffer (1938), p. 27.

40 Seesub §3.2.4.

41 See supra 7.
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1401 of the Civil Code. In his opinion, the basic concept underlying unfair competition
was the obligation of truthfulness. A violation of this concept may lead to unfair
competition. Aalberse was a strong supporter of introducing a provision in the Criminal
Code pertaining to unfair competition. In 1900 a bill was proposed before Parliament.
In 1903, Aalberse presented a preliminary report on this topic to the Netherlands
Lawyers’ Association. The assembly was in favour of defining the term “‘unlawful act’
in Article 1401 Civil Code in such a way as to accommodate protection against unfair
competition. A separate provision in the Criminal Code, however, was not deemed to
be necessary. Nevertheless, in 1915 a bill was adopted that had been proposed by
Aalberse. This bill introduced a new Section 328bis in the Criminal Code.

This section, however, is confined to misleading advertising. The wrongdoer must
act deceitfully and his action must be damaging to another person or the general public.
The strict requirements and the limited scope of this provision have prevented it from
being of any value in the battle against unfair competition.*

3.3.4 The Lindenbaum/Cohen case of the Hoge Raad

Despite the new Section 328bis of the Criminal Code, there was still a need for a
provision in civil law that could deal with unfair competition. On January 31, 1919, the
Hoge Raad delivered an epoch-making judgement.” This case is considered by many
to be one of the most important judgements of the Hoge Raad.* The case involved the
use of trade secrets.

Cohen, a commercial printer, had persuaded a servant of his competitor Lindenbaum
by means of gifts and promises to provide him with the offers made by Lindenbaum as
well as the addresses of the persons who had placed the orders or applied for a quota-

42 See Van Schaik (1946), p. 61 et seq.; Ulmer/Baeumer/Van Manen (1974), no. 16; Pfefter (1938),
§ 20; Wichers Hoeth/Gielen/Hermans, Kort begrip van het intellectuele eigendomsrecht, Zwolle:
Tjeenk Willink 2000, no. 676.

43 HR 31 January 1919, W 10365, ann. Molengraaff; NJ 1919, p. 161 et seq., nt. EMM; WPNR
2564, ann. EMM (Lindenbaum/Cohen). See for an analysis Van Maanen (1986), p. 155 et seq.;
Van Maanen, De Zutphense juffrouw en de ontrouwe bediende Lindenbaum, Ars Aequi Cahiers
Rechtsvergelijking en rechtsgeschiedenis, Volume 3, Nijmegen, Ars Aequi Libri 1996, 62 pp.;
Wiarda, Terecht Gesteld (monthly magazine of the Groningen Faculty of Law), November 1968,
vol. 1, no. 1, p. 19-24 and March 1969, vol. 1, no. 6, p. 10-22 with reference to Sect. 328bis
Criminal Code; Ketelaar, De schepping van het arrest Lindenbaum-Cohen, in: Bentinck (red) et
al., Kabaal in Holland. Bundel aangeboden bij het afscheid van mr.B.J.Asscher als president van
de Arrondissementsrechtbank te Amsterdam op 28 april 1993, Arnhem, Gouda Quint: 1993,
p. 15-23.

44 See e.g. Asser/Hartkamp (2002), 11, no. 29. See for an analysis of this judgement: Ketelaar, De
schepping van het arrest Lindenbaum-Cohen, in: Bentinck (red) et al., Kabaal in Holland. Bundel
aangeboden bij het afscheid van mr.B.J.Asscher als president van de Arrondissementsrechtbank
te Amsterdam op 28 april 1993, Arnhem: Gouda Quint 1993, p. 15 et seq.
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tion. The district court allowed the claim for damages, but the court of appeal reversed
the ruling stating that Cohen, as opposed to the servant, had not violated any statutory
duty. The Hoge Raad set aside the decision of the court of appeal, and held that:

‘An unlawful act shall be taken to mean an act or omission, violating a right or a statutory duty or
violating either the good morals or the standard of due care, which must be observed in society
with respect to a person or the person’s property (...)’

This phrasing was almost literally copied from the phrasing used by Molengraaff in his
famous article in 1887 which led to the Heemskerk bill. From this moment on, unfair
trading practices not covered by Dutch statutory law could be combated as well. New
avenues were opened up for extending the scope of protection against unfair competi-
tion. The above-mentioned phrasing was subsequently used by judges to decide whether
a certain form of behaviour constitutes an unlawful act. The Lindenbaum/Cohen
judgement was favourably received in the literature,* and most authors predicted a
beneficial influence on case law.*®

3.3.5 The 1941 and 1963 Preliminary Reports and the draft NBW legislation*’
a The 1941 Preliminary Reports

In the years following the new Section 328bis Criminal Code and the Lindenbaum/
Cohen case of the Hoge Raad, the ‘new’ Dutch law on unfair competition was applied
by the judiciary. In many cases, especially in the highly competitive times of the
economic crisis of the 1930s, unfair trading practices were combated with success.*®
Nevertheless, there was a call for the further development of unfair competition law.*’
At the 1941 meeting of the Netherlands Lawyers’ Association, the question was raised
whether the relation between the specific legislation on intellectual property rights and
the protection granted under Art. 1401 of the Civil Code required a separate piece of
legislation.”® Both of the preliminary reporters to this meeting, van Wageningen and

45 See for the comments of the various authors, Van Maanen (1986), p. 155 et seq.

46 See e.g. Molengraaff in his annotation, W 10365 and Scholten, Nog eens het arrest over de
onrechtmatige daad, WPNR 15 maart 1919, no. 2568.

47 See for an overview of the development of unfair competition law in this period, inter alia Boden-
hausen, WPNR 4280; Van der Zanten, BIE 1952, p. 130; Ibid, BIE 1953, p. 71; Ibid, Verdrag gaat
voor de wet, ook in de nationale rechtsbetrekkingen, Zwolle 1952, p. 177-190; Martens, BIE
1972, p. 220; Polak (1963), p. 73; Beekhuis, Dient de wet t.a.v. de ongeoorloofde mededinging
nadere bijzondere regelingen te bevatten, en zo ja, welke?, Handelingen NJV 1963, p. 4; Leijen-
dekkers, de NV 1964, p. 161 et seq.

48 Ulmer/Baeumer/Van Manen (1974), no. 13.

49 TIbid. no. 14.

50 See van Oven, Article 1401 BW en de industrieele eigendom, NJB 1941, p. 473-480.
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Beerman, held the view that in addition to the intellectual property legislation, Article
1401 of the Civil Code should be able to provide for the required ancillary protection.”®
Although some of those present at the 1941 meeting voted for the drafting of specific
regulations, the majority agreed with the position adopted by the preliminary reporters.>
In 1946, after the Second World War, the item was put on the agenda once more. Van
Schaik concluded in his doctoral dissertation in 1946 that Section 328bis of the Criminal
Code did not adequately provide protection against unfair competition.”* He suggested
an alternative use of disciplinary measures by professional and collective industrial
organisations. Drucker-Bodenhausen criticized the prevailing law on unfair competition
as well.”* In their opinion, in addition to the general clause of Article 1401 Civil Code,
certain specific cases needed to be laid down in additional regulations. This would
improve legal certainty and curtail the judges’ discretionary power.”

At about the same time,*® Meijers was appointed to draft the recodification of the
Civil Code (hereinafter referred to as ‘NBW”). During the debates in Parliament in
1952, Meijers and the then Minister of Justice stated that no specific provision relating
to unfair competition law were to be included in the NBW. Van der Zanden’” and
Bodenhausen objected to this statement by arguing that the case law was not up to
standard and by pointing to the obligations pertaining to international law as imposed
by section 10bis of the Paris Convention. These arguments convinced the drafters of the
NBW bill to issue a statement that proposed the introduction of a general prohibition
on unfair competition accompanied by specific rules for certain kinds of unfair competi-
tion.” However, the bill as proposed in 1961 by Meijers’ three successors (at that time:
Drion, Eggens and de Jong), since Meijers had unexpectedly died in 1954, did not

51 Beerman, Handelingen NJV 1941, I, p. 107 et seq. and 127; Van Wageningen, Handelingen NJV
1941, p. 23 and 76. See Ulmer/Baecumer/Van Manen (1974), no. 41; Pfeffer (1938), p. 17;
Molengraaft (1887), p. 149; Drucker-Bodenhausen, Kort begrip van het recht betreffende de
intellectuele eigendom, p. 168 et seq.; Slagter, Dient de wet t.a.v. de ongeoorloofde mededinging
nadere bijzondere regelingen te bevatten, en zo ja, welke?, Handelingen NJV 1963, p. 44 et seq.

52 Ulmer/Baeumer/Van Manen (1974), no. 15; Beekhuis (1963), p. 3; .M. Polak, op.cit., p. 72; NJB
12 July 1941, no. 27, p. 510-511.

53  Van Schaik (1946), p. 61 et seq.

54 Drucker-Bodenhauzen, p. 186. See also Drucker, BIE 1933, p. 1; Bodenhausen, RM 1935, p. 1;
Pfeffer, RM 1936, p. 132.

55 See Ulmer/Baeumer/Van Manen (1974), no. 16; Berkhouwer/Voetelink, Toelaatbare en ontoelaat-
bare reclame, Zwolle: Tjeenk Willink 1954, p. 115 et seq. See for the opposite opinion, Voetelink,
op.cit., p. 189 et seq. who was in favour of the predominant position of the general standard.

56 On 25 April 1947, to be precise.

57 Van der Zanden, BIE 1952, p. 130 et seq.

58 Bodenhausen, WPNR 4280.

59 See Handelingen II 1953, p. 2920.
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contain any specific regulations at all.*” The triumvirate accounted for the absence of
any specific regulations on unfair competition by arguing that, firstly, prohibiting
specific kinds of unfair competition would lead to the supposition that all acts that are
not covered by an explicit prohibition are allowed. Secondly, they argued that drafting
detailed regulations would intervene in the concurrent efforts of the European Commu-
nity to elaborate the provisions of the EEC treaty relating to competition (Article 85 et
seq. of the old EEC Treaty) in more detail.®!

b The 1963 Preliminary Reports

The promulgation of the NBW bill inspired the Netherlands Lawyers’ Association to
organize a meeting on the 28" and 29" of July 1963 (again) relating to unfair competi-
tion.®* Two persons issued a preliminary report on the need for a specific regulation on
unfair competition. Slagter proved to be a moderate supporter of a statutory regulation
with a general clause complemented with an enumeration of specific types of unfair
competition.”® In his view, statutory regulation would offer more legal security and a
greater preventive effect as opposed to a system purely based on case law. His proposal
would also make it possible to draft specific rules on legal procedure. In Slagter’s view,
the law of unfair competition seeks to provide protection to the competitor as well as
to the consumer.** Beekhuis, however, adopted a similar position to the above-men-
tioned triumvirate who proposed the NBW bill.** He believed that there was no special
need for a statutory regulation, but that proper and accurate case law was of far greater
importance.®® In his opinion, the only areas that needed regulation by the government
were the protection of designs, the protection of marketing organizations and the
situation of someone taking the lead over his competitors by benefiting from a violation
of the law. The majority of those present at the meeting were in favour of Beekhuis’s
view, except with respect to his last point.®”’

60 The Lower House objected to this codification as well, according to the interim report of the
Lower House. See Parlementaire Geschiedenis Boek 6, p. 608-609.

61 See the Explanatory Memorandum to the NBW Bill, part 3 (book 6), p. 642. See, for a critical
reflection of these arguments, sub § 3.3.12.

62 See Handelingen NJV 1963, part II; NJB 1963, p. 566 et seq.

63 Slagter (1963), p. 78 et seq.

64 Several authors opposed his view, see Drion, Handelingen NJV 1963, p. 9 et seq.; Zeylemaker,
Handelingen NJV 1963, p. 19; Polenaar, Handelingen NJV 1963, p. 26; Polak, Handelingen NJV
1963, p. 32 et seq.; Lowensteyn, Handelingen NJV 1963, p. 38 et seq.; Stoffels, Handelingen NJV
1963, p. 40 et seq. See also Martens, Onrechtmatige Daad (oud), Groene serie privaatrecht,
Kluwer (looseleaf), VI-30j.

65 Beekhuis (1963), p. 117 et seq.

66 Beekhuis (1963), p. 172.

67 See Ulmer/Bacumer/Van Manen (1974), no. 18.
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In the 1960s most authors argued that the Netherlands did not meet its obligations
under the 1883 Paris Convention.®® In their opinion, statutory regulations had to be
drafted to fulfil these obligations,* albeit that most authors believed that a full codifica-
tion of unfair competition law was not feasible.” Bodenhausen proposed a statutory
regulation that prohibited the most important trade practices supplemented by a general
clause, analogous to Article 10°* of the Paris Convention. In his opinion, such a general
clause would be flexible, but at the same time it would be more specific than the general
tort clause.”' Some authors, on the other hand, believed that Dutch unfair competition
law did comply with international treaties and they were opposed to the drafting of a
statutory regulation.” Nonetheless, the fact that the Netherlands had acceded to the
1883 Paris Convention,” and the prevailing view in the literature proved to be insuffi-
cient grounds for the codification of Dutch unfair competition law.”

3.3.6 The 1967 Report by the Committee for Orderly Commerce

The Committee for Orderly Commerce, established in 1964 by the State Secretary of
Economic Affairs, published a report in 1967 on the desirability of a general statutory
regulation on orderly commerce.”” The Committee, however, was not allowed to
propose any supplements to the Civil Code or Criminal Code. The Committee was
therefore left with limited room for any action. As a result, the report provided for an
administrative solution to the problems raised. The Committee’s proposals were
consequently not supported by many.”

68 Ulmer/Bacumer/Van Manen (1974), § 31; Berkhouwer/Voetelink (1954), p. 55 et seq.; Van der
Zanden (1952), p. 132; Bodenhausen, WPNR 4280, p. 52-53; Beekhuis (1963), p. 121; Slagter
(1963), p. 74.

69 Ulmer/Bacumer/Van Manen (1974), § 31; Van der Zanden (1952), p. 132; Bodenhausen, WPNR
4280, p. 52-53.

70 Bodenhausen, WPNR 4280, p. 52.

71 Ibid.

72 Ulmer/Baeumer/Van Manen (1974), § 31; Beerman (1941), p. 182-189; Beekhuis (1963), p. 121;
Slagter (1963), p. 74 (not without reservations).

73 The London revision came into effect on 5 August 1948, the Stockholm revision came into effect
on 10 January 1975.

74  See also Dorhout Mees (1964), at 423.

75 Rapport Commissie Ordelijk Economisch Verkeer, Staatsuitgeverij 1967. See for an analysis of
this report, Leijendekkers, ESB 1967, p. 815 et seq.; Van Breda, ESB 1967, p. 1069 et seq.;
Snijders, ESB 1968, p. 796 et seq.; Mok, Het publiekrecht van het bedrijfsleven en ordelijk
economisch verkeer, SEW 1967, p. 444 et seq.; Polak, Mededinging en Ordelijk Economisch
Verkeer, WPNR 1968, no. 5001; Verkade (1986), no. 91-95.

76 Rodrigues, Onbehoorlijke handelspraktijken, Utrecht: May 1987, p. 51; Martens, BIE 1972,
p- 220; Verkade (1986), no. 91; Polak (1968), no. 5001, p. 295 et seq.; Mok (1967), p. 444-460.
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3.3.7 The 1971 SER Proposal

Since the report by the Committee for Orderly Commerce did not produce the desired
effect, the State Secretary of Economic Affairs requested the opinion of the Social and
Economic Council (SER) on this matter.”” The State Secretary , in his very extensive
request to the SER, dismissed the option of a statutory provision under private law
arguing that the subject-matter was already dealt with under Section 1401 of the Civil
Code. This seems to be a somewhat peculiar argument, since all the time the (reverse)
question had been whether the case law under Section 1401 of the Civil Code should
be codified.™

The SER deemed it necessary to exceed its boundaries as set in the request for an
opinion by the State Secretary.” This resulted in the proposal for a general regulation
under private law with respect to unfair competition.** This proposal distinguished
between a general clause (Section 1), very similar to Section 10bis of the Paris Conven-
tion, enumerated by a provision (Section 2) dealing with specific types of unfair
competition, starting with misleading advertising.*' Section 3 qualified an act of unfair
competition as a tortious act under Article 1401 of the Civil Code. Section 4 stated that
an injunction and a judicial order are available as remedies. Finally, Section 5 clearly
stated that similar to competitors, consumers’ associations are entitled to bring legal
proceedings as well. In summary, one can conclude that the SER proposal brought the
state of discussion back on the track that had been lost in 1963 following the introduc-
tion of the NWB bill.

The SER proposal was, in general, favourably received in the literature. Martens
welcomed the SER proposal and indicated that Dutch unfair competition law should be
improved following — at least part of — the SER guidelines.*” He agreed with the
introduction of a possibility for consumers’ organisations to bring legal proceedings,
although he did not want to give them the right to claim damages. He rejected a self-
regulated code for fair competition, by stating that a proper weighing of the interests of
entrepreneurs against those of consumers must be carried out by an impartial public
body, such as a judge or the legislator.*> Martens’ opinions on the need for a separate

77 SER Proposal ‘inzake wettelijke maatregelen ter bevordering van het ordelijk economisch
verkeer’ (concerning legal measures for orderly commerce [transl.]), SER publication 1971,
no. 21. For an analysis of the SER opinion, see Martens, BIE 1972, p. 220 et seq.

78 Verkade (1986), no. 91.

79 Verkade (1986), no. 92; Martens, BIE 1972, p. 222.

80 This did not mean that the SER dismissed regulations under public law, like e.g. the Prices Act
1961, the Economic Competition Act, the Act on Clearance Sales, Restriction of Free Gift
Schemes Act 1977. See Verkade (1986), no 92 and Martens, BIE 1972, p. 222.

81 See annexes III and IV to the SER Opinion.

82 Martens, BIE 1972, p. 223.

83 Martens, BIE 1972, p. 224.
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general clause differed from the SER point of view. He believed that in addition to
specific provisions on certain unfair trading practices, there was no need to add a
general clause. Especially not the general clause as proposed by the SER as expressed
in the words ‘contrary to honest practices in industrial or commercial matters’. He
rightfully argued that this phrasing leads one to believe that the honest practices within
a certain demarcated group in society are decisive as to what is unfair instead of
common opinion. But even if these words were to be rephrased, Martens opposed the
introduction of a general clause because (1) it would be uncertain how the judge is
supposed to discern what ‘honest practices’ actually are, (2) he doubted whether it
should be allowed to test common opinion against that of the judge and (3) he wondered
what should be done in the absence of any common opinion. In addition, (4) he doubted
whether such a general clause would consider the interests of consumers. As an alterna-
tive, he proposed to drop the proposal for a general clause and to use Section 1401 Civil
Code as a ‘backup’ instead.*

Verkade publicly gave his support to the codification of the SER proposals,®
although he, in later publications, adhered to a more differentiated approach.* He
embraced the explicit relationship with the text of Section 10bis of the Paris Conven-
tion, although he, as well as Martens, rejected the use of the words ‘contrary to honest
practices in industrial or commercial matters’.*’” In his opinion, the generally accepted
practices in trade should not be included in the assessment, and the aim of consumer
protection should be reflected more clearly.*® He particularly emphasized the need for
consumers’ organizations to be able to take joint action against unfair trading
practices.® Under the SER proposals, consumers’ organizations were allowed to take

84 See also § 3.3.12 for a critical reflection on these arguments.

85 Verkade, Intellectuele eigendom, mededinging en consument, Deventer: 1976, inaugural address.

86 In some of his later publications, Verkade calls into question the feasibility of codification by
pointing to problems that could arise like unwanted a contrario reasoning leading to difficulties
in the interpretation of statutory regulation of unfair competition. In my opinion, comparable
issues play a part in a case law approach, since the case law of the Hoge Raad can lead to
a contrario reasoning as well and is therefore likewise liable to different interpretations. Besides
the a contrario argument, Verkade limited his preference for codification because one of the main
flaws of Dutch unfair competition law, in his view the absence of a right of joint action for
consumer groups, had been corrected in the case law. Verkade nonetheless favoured codification
in view of the harmonisation of European unfair competition law. See Verkade, Ongeoorloofde
mededinging 101 jaar na Molengraaff, in: CIER publicaties Molengraaff Instituut voor Privaat-
recht, p. B2-B4.

87 Verkade (1986), no. 94.

88 Ibid. See also Keurentjes, Agressieve handelspraktijken, diss. Nijmegen 1986, p. 258-259.

89 He will surely be pleased by the recent proposal from the European Commission for a Regulation
on Consumer Protection Cooperation, Brussels, 18 July 2003, COM (2003) 443 final, which
builds on the Commission’s 2001 Green Paper on EU Consumer Protection and the Follow-up
to the Green Paper, published in 2002.
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joint action against unfair trading practices even without sustaining damage. In addition
to Verkade, several other authors embraced this idea as well.”” Keurentjes, in his
doctoral dissertation, explored how consumers could be protected against aggressive
marketing practices. Keurentjes drew the conclusion that the introduction of a general
clause in conjunction with a code of conduct and a collective ground for action is the
best solution for the protection of consumers.’!

Verkade proposed to change the terms “unfair competition’ law into ‘market prac-
tices’ law so as to indicate the fusion of consumer interests in this area. Finally, he
indicated a number of current difficulties in a law of unfair competition, based on the
law of tort (Art. 1401 Civil Code or the new 6:162 equivalent). These concern the
following issues: (a) the principle of relativity,’” (b) which persons are authorised to take
action under the regulations, (c) sanctions, (d) the prerequisite of ‘fault’ and proving
this, (e) proving an unlawful act and (f) the risk inherent in execution or proceedings.
It is safe to say that if it would come to codification, at least some of these problems as
indicated by Verkade would be solved to a certain degree.” An indication of this is the
regulation of misleading advertising in Section 1416b-1416¢ Civil Code,” that pre-
scribes rules on the areas under (d), (e) and (f) as mentioned above.”

3.3.8 Developments following the 1971 SER proposal
The SER proposal was favourably received, as shown above. However, the mere fact

that the proposal was beyond the competence of the Minister and State Secretary of
Justice because it had exceeded its objectives, explains the absence of any consequential

90 See Verburg, Privaatrecht en collectief belang: verdediging van kollektieve belangen via de
Nederlandse burgerlijke rechter, Tjeenk Willink, Zwolle 1975, p. 6, who argued that such a joint
action by consumer organisations was already possible even without a specific statutory regula-
tion; Groenendijk, Behandeling van belangen bij de burgerlijke rechter, diss, Tjeenk Willink,
Zwolle 1981, p. 259 et seq.; Verkade, Monografieén Nieuw BW B-49, Kluwer 1992, p. 26-27.

91 See Keurentjes (1986), p. 279-280. The same conclusion is drawn by De Roos, Strafbaarstelling
van economische delicten, Arnhem: 1987, p. 95. See on the possibility for consumer organisations
to institute private actions, supra 108.

92 Not to be confused with Einstein’s theory, this principle embodied in Article 6:163 of the Dutch
Civil Code, declares that liability is denied if the rule invoked by the plaintiff does not cover the
interests of the plaintiff that are damaged by the defendant’s actions. This principle resembles the
German theory of the ‘Schutznorm’, as well as the English concept of ‘duty of care’, in so far as
it determines the scope of the interests protected. See Barendrecht, Pure economic loss in the
Netherlands, Netherlands reports to the fifteenth international Congress of Comparative Law,
II.A.2, Intersentia, Antwerp/Groningen 1998, p. 117.

93 The insertion of a clearly formulated ‘Schutzzwecktrias’ (see German chapter, § 4.2.5), for
instance, would diminish the likelihood of violating the principle of relativity.

94 In 1992 this was changed to Article 6:194-196 of the New Civil Code.

95 See also section 3.2.9.
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legislative action undertaken by the government. The SER proposal nonetheless
accelerated the introduction of the rules on misleading advertising in Section 1416a-
1416¢ of the Civil Code in 1980, equivalent to the current Section 6:194-196 of the
NBW. Although the debates in Parliament show that the codification of the complete
area of unfair competition has been a topic of discussion,’® the Minister preferred to start
by gaining experience in a single sub-area.”” Verkade criticized this restricted approach
and pointed out that many other undesirable market practices needed to be regulated,
such as aggressive methods of selling and touting for custom.”

In a different setting, however, the Minister explicitly left scope for a future codifica-
tion of unfair competition law. During the work on the recodification of the Civil Code,
i.e. the drafting of the NBW bill, the Minister of Justice referred to a future Section 4
of Title 3 NBW dealing exclusively with unfair competition law.” This provision by the
Minister for the possibility of codifying unfair competition law was not acted upon.'®

3.3.9 Voices in the literature 1971-1992

In the years following the SER proposal several books and articles were published in
the field of unfair competition law, often proposing codification in Dutch law.'” The
reference work by Martens on unlawful acts in the form of a loose-leaf volume,'®
updated on a year to year basis, provided for a first comprehensive contemplation of

96 Bijlagen Handelingen Tweede Kamer 1973-1974, 11005, no. 11, p. 7.

97 See Groenendijk (1981), p. 259.

98 See supra 85. de Roos agrees with these critical notes, see de Roos (1987), p. 116-130. Haardt
welcomed the new regulations on misleading advertising, but urged follow-up action as well, see
Haardt, BIE 1976, p. 147.

99 Memorandum of Reply to the NBW bill, 30 January 1976, p. 156.

100 Cf. Hondius (ed.), Het nieuw BW in 400 trefwoorden, Deventer: Kluwer 1983, p. 254.

101 In addition to the literature enumerated in the main text, one could mention inter alia: Jansen, De
bestrijding van de oneerlijke mededinging in de eerste decennia van de 20ste eeuw: het Duitse
recht als voorbeeld voor de Nederlandse rechtsbeoefening, Groninger opmerkingen en mede-
delingen: magazijn voor leerstellige rechtsvergelijking op historische grondslag, vol. X1V, 1997,
pag. 8-29; Quaedvlieg, 75 jaren aarzeling of namaak goed of kwaad is: Tendensen en constanten
in de ontwikkeling van het recht van de intellectuele eigendom en de ongeoorloofde mededinging,
1923-1998, Recht door de eeuw: opstellen ter gelegenheid van het 75-jarig bestaan van de
Faculteit der Rechtsgeleerdheid van de Katholieke Universiteit Nijmegen, p. 317-336; Verkade;
100 jaar ‘Oneerlijke concurrentie’ in Nederland — Molengraaff en de onbetamelijke mededinging,
BIE 55 (1987), p. 155-160; Bremer, Tien jaren recht van de ongeoorloofde mededinging,
Rechtsgeleerd magazijn Themis: tijdschrift voor publiek- en privaatrecht, (1994) vol. 3, p. 113-
120 (8); Klomp, De klassieken van het Nederlandse privaatrecht: Molengraaff en de oneerlijke
concurrentie, NTBR vol. 16 (1999/3), p. 70-73.

102 Martens, Onrechtmatige Daad (oud), Groene serie privaatrecht, Kluwer (looseleaf). Martens
updated the chapter on unfair competition up unil 1991. His successor is Van Nispen.
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Dutch unfair competition law. However, he did not address the codification issue.'” In
1974, the Dutch edition of the comprehensive Ulmer-Baeumer-van Manen volume on
Dutch unfair competition law was published.'™ It describes in great detail the develop-
ments in Dutch unfair competition law until 1966. Bacumer and van Manen did not
expressly state their view on the desirability of codifying (part of) Dutch unfair competi-
tion law. They stated, however, that, in their opinion, the codification of this area of the
law was not probable in the near future.'®

In 1978 Verkade published the first edition,'* in 1986 followed by the second, of his
book on Dutch unfair competition law, to date the only separate book on this subject
besides the dated Ulmer-Bacumer-van Manen volume. In his nineteenth chapter he
addressed the codification of Dutch unfair competition law. In the light of several
previous attempts at codification, in particular the 1967 Report by the Committee for
Orderly Commerce and the 1971 SER proposal,'”’ he advocated the codification of
unfair competition in civil law, in line with the SER proposal. Important issues were,
in his opinion, the protection of the consumer next to the protection of the honest trader,
an effective system of enforcement in particular for consumer organisations, and the
effective interweaving of the unfair competition rules within the general rules on tort.
As stated above, his most important prerequisite, i.e. the integration of consumer
protection and the consequential effective enforcement by consumer organisations, has
for some time already been addressed — to a certain extent — by legislation. The 1994
Act on Joint Actions authorises certain associations to bring proceedings on behalf of
other (groups of) persons.'” In the field of misleading advertising specific rules exist
in this respect.'”

Rodrigues, in his research on unfair trading practices in 1987, promoted the intro-
duction of a civil general clause against unfair trading practices.'' Protection should be
granted to consumers as well as businesses. Consumer protection should be enforced

103 In later editions of the loose-leaf volume, Martens pointed out that the government rejected the
codification of unfair competition law and prefered to wait for regulations from the side of the
European Union. See Martens, Onrechtmatige Daad (oud), VI-62r, no,. 62a referring to the
Parliamentary Reports, Handelingen II, 1979/1980, p. 64 and Verkade, NJB 1979, p. 463 et seq.;
Slagter, TVVS 1980, p. 40.

104 Ulmer/Baeumer/Van Manen, op.cit.

105 Ulmer/Bacumer/Van Manen (1974), § 19.

106 The second print was published in 1986, see supra 2.

107 See for his view on the SER proposals, the appropriate § 3.1.6.

108 The Act of 6 April 1994, Stb. 1994, 269 introduced two provisions in the Civil Code, Article
3:305a en 3:305b BW. These provisions allow private law organisations or foundations as well
as public law entities to bring actions, under certain conditions, to enforce collective interests.
These actions cannot however relate to monetary damages. See Van Gerven et al. (gen. ed.), Tort
Law, Cases, Materials and Text on National, Supranational and International, 2000, § 2.5.4.

109 Article 6:196 (2), New Civil Code.

110 Rodrigues (1987), p. 81.
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by the introduction of a collective ground for action for consumers’ organisations. In
addition to this, self-regulation should play an important role in combating unfair
practices in trade. In this context, Rodrigues drafted a bill on unfair trading practices.
This bill contains an extensive and non-exhaustive list of types of action that can lead
to unfair competition, including the abuse of a dominant position and the intrusion of
one’s privacy.

3.3.10 New Civil Code 1992

During the implementation of the New Civil Code, the question was (again) raised in
the Upper House in 1988 whether codification of the law on unfair competition was
deemed to be necessary.'"" Although a special place had been reserved in the Bill for a
New Civil Code to regulate unfair competition law, the government decided to refrain
from codifying the complete area of unfair competition law and instead to use the free
space to solely regulate misleading advertising. In taking this decision, the government
explicitly considered the earlier proposals presented by Keurentjes''? and Rodrigues.'"
Their books were, however, considered not to contain any proposals for specific rules
on unfair competition other than the proposed introduction of a general clause that
already for thatreason would be ‘of'a vague nature’.'"* Since their main suggestion — the
introduction of the right for consumer groups to take joint action — had already been
acknowledged by the legislator, the government considered their books to be outdated
and as a consequence they did not provide any grounds for any form of codification.'"

In short, the idea of codifying (part of the) law of unfair competition was renounced
during the drafting and implementation of the New Dutch Civil Code. Consequently,

111 See Reehuis/Slob, Invoering Boeken 3,5 en 6, Boek 6 Algemeen gedeelte van het verbintenissen-
recht, Deventer: Kluwer 1990, p. 1400-1401. See also Verkade, Monografieén Nieuw BW, B-49,
Deventer: Kluwer 1992, p. 11.

112 Made in his dissertation on aggressive marketing practices, see supra 89.

113 Made in his report on indecent marketing practices, see supra 110.

114 See Reehuis/Slob (1990), p. 1401.

115 This does not seem to be sound reasoning. Although Rodrigues proposed the introduction of a
general clause, he favoured, in addition, the introduction of additional specific provisions on
certain types of unfair competition. These specific provisions were necessary, in his view, in order
to elaborate the general clause in greater detail, and thus to prevent it from becoming a ‘vague
norm’. Additionally, he proposed a detailed Bill on unfair competition which was not limited to
only one general clause with the possibility for consumer groups to take joint action, but which
covered a large part of unfair competition law. It seems that the government did not take these
efforts sufficiently into account. Besides this, the Minister of Justice, in his Memorandum of
Reply to the Upper House, strangely enough stated that he preferred the codification of the entire
body of unfair competition law currently spread over various acts and regulations partly or
completely governed by public law. This was and is, however, not the issue. The greater part of
unfair competition law, besides misleading and comparative advertising, is still unwritten law.
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Dutch unfair competition law was not amended by the introduction of the New Dutch
Civil Code."" It is still based upon the basic provision of tort, now embodied in Article
6:162 et seq. (i.e. Article 162 of Book 6) of the New Civil Code instead of Article 1401
et seq. of the Old Civil Code.

3.3.11 Voices in the literature 1992-the present

Van Nieuwenhoven Helbach-Huydecoper-Van Nispen mention the codification tenden-
cies, but do not provide a view as to their feasibility.""” Van Nispen, who succeeded
Martens as the editor of the loose-leaf volume on unfair competition law,''® mentions
the unsuccessful attempts to codify Dutch unfair competition law as well. He briefly
points to the drafting of the WIPO Model Provisions on unfair competition law, but
does not indicate whether these WIPO proposals are in any way viable.'"” Finally, in the
Wichers Hoeth-Gielen-Hagemans volume on Dutch intellectual property law, Hagemans
refers to the various voices in the literature and government offices that favour codifica-
tion.'** She predominantly points out the difficulty of creating a general rule on unfair
competitive behaviour. Should it be narrowly or broadly defined? She favours the
approach as used in most modern pieces of legislation, by introducing a general clause
extended with a non-exhaustive list of specific cases of unfair trading that will have a
preventive effect on unfair behaviour.

3.3.12 Conclusions

From the above, one can conclude that several attempts have been made to codify Dutch
unfair competition law in the past. Apart from the areas addressed by European harmo-
nisation, no part of Dutch unfair competition law has been codified so far. It is still
chiefly based on case law. Voices in the literature during the past decades have indi-
cated, however, a preference for the codification of at least part of this subject-matter.
However, as noted above, many authors nonetheless have reservations as to the details
and the extent of such a codification.

Some of these arguments contra codification are, in my view, not very sound. First
of all, this concerns the arguments put forward by Drion, Eggens and De Jong, who
succeeded Meijers during the drafting of the new Dutch Civil Code. Their objection
against implementing rules on unfair competition in a new Dutch Civil Code was, as

116 VanNispen, Ongeoorloofde mededinging, in: Onrechtmatige Daad (looseleaf), Deventer: Kluwer,
IV.1, no. 20.

117 VanNieuwenhoven Helbach/Huydecoper/Van Nispen, Intellectuele eigendom en mededingings-
recht, in: Dorhout Mees, Nederlands handels- en faillissementsrecht, part II, no. 1260.

118 See supra 102.

119 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.1, no. 2.

120 Wichers Hoeth/Gielen/Hermans (2000), no. 675.
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noted above,'?! firstly that prohibiting specific kinds of unfair competition would lead
to the supposition that all acts that are not covered by an explicit prohibition are
allowed. I would argue that the introduction of a number of specific types of unfair
competition that are deemed to be unlawful, next to a general clause, does not necessar-
ily prevent the prohibition of other types of unfair competition. The use of a non-
exhaustive list of specific types of unfair competition that unmistakably serves as an
addendum to the general clause still leaves room for (future) expansion of the scope of
protection granted against unfair competition. The German Unfair Competition Act
clearly demonstrates this option.'* In short, the fear of any future arguments a contrario
seems to be out of place.

Their second objection to the implementation of unfair competition law within a new
Dutch Civil Code was that it would intervene in the concurrent efforts of the European
Community to elaborate provisions of the EEC Treaty relating to competition, espe-
cially Article 85 of the Old EEC Treaty. This reference to the old Article 85 of the EEC
Treaty (equivalent to Article 91 of the (New) EC Treaty) seems somewhat out of place.
This provision relates to public Competition law, often referred to as anti-trust law. It
is indeed true that developments in unfair competition law will often be influenced by
these provisions in the EEC Treaty. But the same is true for e.g. copyright law, trade-
mark law and patent law. The European Court of Justice has introduced the doctrine of
‘specific subject-matter’ to tackle the problem of certain statutory rights clashing with
these EEC Treaty provisions.'” On the contrary, the effective enforcement of the
Section 85 EEC Treaty rules will increase competition and will point to the need for an
effective statutory regulation on unfair competition. And seen from a substantive law
viewpoint, the EEC Treaty provisions differ from the private law provisions on unfair
competition law in many respects. While European competition law tries to regulate
competition on the marketplace from the perspective of the government, the private law
of unfair competition tries to provide rules (‘of the game’) to — mostly equal — parties
that come into conflict with each other. This misconception of unfair competition law
derives from a lack of clarity in defining the area of unfair competition at this period of
time. Some people, amongst whom were the preliminary reporters to the 1963 meeting

121 See supra § 3.3.5.

122 Although under the new UWG 2004, the possibilities for providing additional protection under
the new general clause ex Section 3 UWG has been limited, see Chapter 4, in particular § 4.2.5.
and 4.5.

123 This doctrine draws a distinction between the existence and exercise of an (intellectual) property
right. See ECJ Cases 15/74 of 18 October 1974 and Case 102/77 of 23 May 1978. For more on
this issue see Keeling, Intellectual Property Rights in EU Law, Volume I: Free Movement and
Competition Law, Oxford European Community Law Library 2004, 455 pp.; Govaere, The use
and abuse of intellectual property rights in E.C. law: including a case study of the E.C. spare parts
debate, London: Sweet & Maxwell 1996, 337 pp; Anderman, EC competition law and intellectual
property rights: the regulation of innovation, Oxford: Clarendon Press 1998, 320 pp.

98



Dutch Law

of the Netherlands Lawyers’ Association, Slagter and Beekhuis, applied a very broad
definition of unfair competition, including anti-trust law (e.g. abuse of a dominant
position and cartels). Van Oven rightfully criticized this broad definition and he
promoted the use of a clearly delineated definition of unfair competition, i.e. confined
to non-contractual liability under civil law.'** In short: the fact that the European
legislator is addressing the public competition law provisions in the EEC Treaty should
not restrain a national legislator from adopting rules on private unfair competition law.
As aside note, the (slow) progress in the harmonisation of unfair competition within the
European Community does not justify the suspension of the codification of Dutch unfair
competition law.

While no rules on unfair competition law were to be inserted in the new Dutch Civil
Code, the 1971 SER proposal promised to bring the issue of codification back on track.
The proposal’s strongest asset was, in my opinion, the integration of consumer protec-
tion as well as rules on the enforcement of these consumer protection rules. While it was
generally favourably received, some authors nevertheless criticized (parts of) the
proposal. Martens disapproved of the use of a general clause.'” Most of Martens’
arguments that prove the general clause as proposed by the SER to be insufficient to
meet its purpose are indeed sound.'* One could nevertheless question whether the total
rejection of any form of a general clause in favour of the use of Section 1401 Civil Code
as a substitute general clause, is to be preferred. A general clause that would prohibit
unfair behaviour, without referring to ‘honest practices’, and that clearly states, or is
supplemented by a provision that clearly states, that the interests of the competitor and
the consumer are to be taken into account, would remedy many of the problems which
Martens indicated. Again, a reference to the German equivalent in Section 1 UWG
seems to prove this point. Of course, defining what is fair or unfair, or what is right or
wrong, is not an easy task for the courts to undertake, but the same problem presents
itself when determining ‘unlawful” under Section 1401 Civil Code. The advantage of
incorporating a separate general clause into the specific unfair competition regulations
over the use of the ‘standard’ general code under Section 1401 Civil Code, would be its
contribution to systematic unity. Since the area of unfair competition law can be seen
as an exception to the rule of free trade and commerce, and should therefore be strictly
interpreted, the same strict interpretation would have to be applied to such a general
clause on unfair competition.'?’

124 See Van Oven, Ongeoorloofde mededinging, NJB 1963, no. 27, p. 516-522.

125 See supra 3.3.7.

126 Martens rightly argued, for example, that a general clause should not be a mirror of the best
practices as they are believed to be according to a certain demarcated group in society. It is
important, in assessing if there is a case of unfair competition, whether the unfair trading practice
by the defendant is a regular practice in his line of business, but these standards should not be
decisive, but, instead, be seen as guidelines.

127 See supra 3.4.4.1.
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It is therefore, in my view, unfortunate that despite the above mentioned efforts,
unfair competition law has not been codified in Dutch law. Such a codification would
lead to more legal certainty as well as foreseeability. Moreover, it would require the
legislator to come to a decision on what kind of unfair practices should be protected
under unfair competition law and what kind of practices should be allowed, in view of
the principle of free trade. Of course, this does not mean that the present case law on
unfair competition is incomprehensible. On the contrary, the rules as laid down in the
case law provide a perfect basis for codification. In the next sections, I will look at the
various acts that can be brought under the aegis of unfair competition law in the
Netherlands.

34 SCOPE OF PROTECTION

Before moving on to a review of the law of unfair competition in the Netherlands, it
may be helpful to address its scope of protection since that will give an indication as to
what kind of unfair behaviour it provides protection against. Dutch unfair competition
law'?® aims to protect the interests of the competitor as well as the consumer. Although
this principle is not explicitly stated in Dutch unfair competition law, the neutral
formulation of the basic provision on tort under Article 6:162 BW leaves scope for the
protection of these combined interests. According to the principle of relativity under art
6:163 BW an individual can claim damages if the standard that he claims has been
infringed, purports to protect his particular interests.

In the early stages of its development, unfair competition law was only supposed to
protect the interest of the competitor. This was particularly the case with the provision
in the penal code, Article 328 bis Criminal Code.'*’ However, at a later date, this view
changed. Slagter, in his preliminary report to the Netherlands Lawyers’ Association in
1963, advocated extending its scope so as to include the interests of consumers by
stating that honesty in competition implies honesty towards the consumer as well."*°
Following his lead, most authors have shared this view."*! The introduction of a system

128 The term ‘Dutch unfair competition law’ refers to the largely uncodified body of — primarily —
case law of the Dutch courts in the field of unfair competition, supplemented by some statutory
regulations e.g. in the area of misleading and comparative advertising. ‘Unfair competition’ or
‘ongeoorloofde mededinging’ has, despite the absence of general codification, been recognised
in Dutch legal doctrine as a separate area of law that has its basis in the 1919 Hoge Raad case of
Lindebaum/Cohen as well as Article 10 of the Paris Convention; See Verkade (1986), p. 54.

129 Ulmer/Bacumer/Van Manen (1974), § 84.

130 Slagter (1963), p. 4 et seq.

131 See e.g. Polak, SEW 1967, p. 430 et seq.; ibid., WPNR 5001, p. 296; ibid., NJB 1969, p. 759;
Martens, BIE 1972, p. 221; Verkade (1986), nos 4 and 21; Van Delft-Baas, NJB 1980, p. 125 et
seq. Boekman criticised this view, see Boekman, De handelsnaam, Kluwer: (1977), p. 62.
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of self-regulation in advertising by representatives of business and of consumers in
1963, clearly indicates the impetus towards including the protection of the consumer as
well."*? As a consequence of this inclusion of consumer protection in unfair competition
law, facilitated by the flexible nature of the tort clause of Article 6:162 BW, no proof
of a competitive relationship is required for a successful action against unfair competi-
tion. This means that any unfair behaviour on the marketplace can be scrutinized, be it
between a trader and a consumer or between two traders, as long as the behaviour takes
place in a commercial setting, meaning not in the private sphere.

The broad scope of protection provided under unfair competition law to consumers
and traders alike, leads to the conclusion that the term ‘unfair competition law’ is no
longer accurate. Terms like ‘trade practices law’ or ‘fair trading law” are more effective
in indicating this broad area of the law.'*’

3.5 ACTS PROHIBITED UNDER UNFAIR COMPETITION LAW
3.5.1 Introduction

As stated above, the main principles of unfair competition law are derived from the
basic provision of tort embodied in Article 6:162 BW. Dutch unfair competition law has
only partially been codified, and for the most part under the influence of European
harmonization. Starting from about the middle of the 20™ century, several regulations
under public law were enacted that can be partly categorized as belonging to unfair
competition law."** They primarily serve to regulate the flow of commerce from the
government’s perspective. Some of these regulations have been abolished at a later
stage or are no longer frequently applied.'

132 See supra 3.4.2.3.

133 By broadening its scope of protection, brought about by the inclusion of the protection of the
interests of the consumer, Dutch unfair competition law has linked up, since the 1960s/1970s,
with the modern laws of unfair competition (or trading practices regulations) in Belgium and the
Nordic countries. See the country reports rendered in Harte-Bavendamm/Henning-Bodewig
(2004), Einleitung E.

134 Inter alia: the Prices Act 1961, the Commodities Act 1936, the Trading Hours Act 1976, the
Discounts Act 1956, the Restriction of Free Gift Schemes Act 1977, the Betting and Gaming Act
1964, the Door-to-Door Sales Act 1975, the Consumer Credit Act 1972, the Instalment Credit
Sales Act 1961, the Establishment of Businesses Act 1954, the Retail Business (Establishment)
Act, and regulations of [lower] governments.

135 The following Acts have inter alia been abolished: the Restriction of Free Gift Schemes Act (in
1997); the Discounts Act in 1984. The Retail Business (Establishment) Act was incorporated in
the Establishment of Businesses Act 1995. The Establishment of Businesses Act will itself be
abolished in the near future, no later than January 1, 2006. The Prices Act 1961 is still in force
but has not been applied by the Dutch government in the past few years. The Trading Hours Act
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The first written rules under private unfair competition law, concerning misleading
advertising, were introduced in the Civil Code in 1980."*° These regulations were not
a product of harmonisation, although European intentions to create a directive on
misleading advertising did play a part in stimulating the Dutch legislator to draft this
piece of legislation.'” When the EU directive on misleading advertising came into force
in 1984, the government decided that no change in the national law was necessary.'*
After the introduction of the NBW, the rules on misleading advertising were transferred
to Section 6:194-196 NBW. Finally, in 2002 rules on comparative advertising were
implemented in the NBW following Directive 97/55/EC on comparative advertising.'*

In the next sections, I will examine various actions that can be brought within the
ambit of Dutch unfair competition law. But prior to that, I will show how these actions
for unfair competition law have been classified in the legal doctrine.

3.5.2 Classification of acts prohibited under unfair competition law

Various authors in the literature have proposed systems for categorizing the doctrine of
unfair competition. Most authors have grouped this legal area under the law of industrial
property law, following the classification in Article 10bis of the Paris Convention.'"!
The main characteristic of unfair competition law is the struggle between individuals
in attaining the same (economic) target.'** The first comprehensive classification of acts
of unfair competition was made by Aalberse in his doctoral thesis of 1897.'* He
distinguished between (1) obtaining economic benefit from perpetrating unfair competi-
tive activities and (2) misleading one’s competitor. The first category was subdivided
into obtaining benefit at the expense of one person'** and obtaining benefit at the ex-

1976 has been replaced by a new Trading Hours Act 1996, providing for a more liberal regime.
The Consumer Credit Act 1990 replaced the Consumer Credit Act 1972 and the Instalment Credit
Sales Act 1961.

136 Section 1416a-c of the Old Civil Code, Stb. 1980, 304. These provisions were based on Section
1416a-d of the Old Civil Code, introduced in 1928, providing rules for the liability of a corpora-
tion when distributing a prospectus that misleads the public.

137 Verkade (1986), no. 40(c), footnote 13. See on the Bill on misleading advertising, Verkade, NJB
1976, p. 357 et seq.; Verkade, NJB 1979, p. 458. See also Kabel, Tijdschrift voor Consumenten-
recht, 1985, p. 4 et seq.

138 Pb. L250/17, 19 September 1984.

139 See Verkade (1986), no. 40(c), footnote 13; Asser/Hartkamp (2002), III, no. 244.

140 Act of 28 March 2002, Stb. 2002, no. 187.

141 Pfeffer (1938), p. 15 et seq.; Drucker-Bodenhausen, op.cit., p. 7 et seq.; Beerman (1941), p. 81
et seq.; Berkhouwer/Voetelink (1954), p. 14 et seq.

142 Aalberse (1897), p. 13; Pfeffer (1938), p. 4; Slagter (1963), p. 7; Beekhuis (1963), p. 8; Ulmer/
Baeumer/Van Manen (1974), no. 37.

143 Aalberse (1897), p. 20 et seq.

144 E.g. creating confusion, making untrue statements about a competitor or his trade.
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pense of a group of persons.'** The second category pertains to the misleading of one
competitor'*® or a group of competitors.'*’

Aalberse’s approach uses misleading as a sole starting point. Pfeffer'*® used a
classification based upon the one used by the German lawyer Reimer.'* He distin-
guished between (1) the protection of distinctive signs,'** (2) hitching on to and leaning
against [one’s other achievements],"”' (3) direct attacks on competitors'>* and (4)
indirect attacks on competitors.'” Molengraaff more or less used the same classifica-
tion."** Drucker-Bodenhausen differentiated eight groups of unfair competitive acts.'>
His classification was more or less used by Dorhout Mees, Slagter and Veldkamp.'>
Beekhuis made a distinction between nine acts of unfair competition.'”” Martens
differentiated between unfair behaviour towards one competitor or several specific
competitors and unfair behaviour directed at competitors in general.'”® The first group
is subdivided into five different types of unfair competitive acts. These are (1) aggres-
sive acts, (2) hitching on to one’s other achievements (imitating another’s products), (3)
imitating another’s badges of trade), (4) leaning against a competitor and his achieve-
ments (e.g. referring to his products in comparative advertising), and (5) misleading the
consumer. The second group entails behaviour like benefiting from someone else’s
breach of contract.

Baeumer/Van Manen introduced, in their comprehensive analysis of the law of
unfair competition in the Netherlands, their own classification of unfair competitive acts

145 l.e. misleading the public.

146 E.g. industrial espionage.

147 E.g. making false statements that can influence the course of trade.

148 Pfeffer (1938), p. XIII-XIX, and § 37.

149 See Pfeffer (1938), p. 86, refering to Reimer, Wettbewerbs- und Warenzeichenrecht, 1933.

150 E.g. trade names and trademarks.

151 E.g. slavish imitation, comparative advertising, protection of trade secrets.

152 E.g. making false statements about a competitor, boycotting.

153 E.g. misleading advertising, touting customers by the use of discounts.

154 Molengraaff, op.cit., p. 149 et seq.; Ulmer/Bacumer/Van Manen (1974), § 81.

155 These are: the creation of confusion; parasitizing on another’s achievement; misleading advertis-
ing; obstructing a competitor; denigrating a competitor; cheating a competitor out of his trade
secrets; benefiting from a breach of contract and benefiting from a breach of the law.

156 Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (1989), p. 16 and no. 466; Slagter (1963),
p- Il etseq. and p. 87 et seq.; Veldkamp, De toepassing van artikel 1401 B.W. op de onbehoorlijke
mededinging, diss. VU Amsterdam, 1940, p. 10 et seq.

157 Parasitizing; unfair competition in advertising and offers; direct or clandestine attacks on com-
petitors; spoiling the market; abuse of a dominant position; benefiting from a breach of contract
or another’s unlawful act; breach of confidence; benefiting from a breach of the law; acting
unfairly with regard to a non-competition clause. See Beekhuis (1963), p. 14.

158 Martens, Onrechtmatige Daad (oud), VI-II until VI-V.
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thereby referring to the classification used by their predecessors.'*’ They differentiated
between eight groups of unfair competitive acts.' Verkade, in his volume on unfair
competition law, based his classification on previous ones which were common in
Dutch literature, with some modifications of his own. For instance, he divided the
category of ‘hitching on to another’s achievements’ into imitating another’s products
and imitating another’s badges of trade.

To conclude, most authors use a concurring system of classification that is based on
the acts described under Article 10bis of the Paris Convention and extended by other
types of unfair competition.

3.5.3 Misleading the public: Misleading advertising
3.5.3.1 Provisions in the Civil Code

Dutch rules on misleading advertising were introduced in 1980 in the Dutch Civil Code.
Prior to that, the general clause under Article 6:162 BW was applicable. The introduc-
tion of the directive on misleading advertising in 1984 did not bring about any changes
to these rules. In 1992 they were transferred to the New Dutch Civil Code, with only
minor changes.'®' The rules concerning misleading advertising, Article 6:194-196 BW,
are a species of the general tort clause under Article 6:162 BW. They are only applica-
ble to commercial advertising.'®* According to Article 7 (4) of the Constitution, the right
to freedom of expression is not applicable to commercial advertising. Recent case law,
however, has indicated that Article 10 ECHR may be applicable to commercial advertis-
ing and thus it limits the restrictions on inadmissible commercial advertising.'®

159 Ulmer/Baeumer/Van Manen (1974), § 83 and p. X-XX.

160 Benefiting from another’s reputation (protection of tradenames and trademarks, hitching on to
someone’s reputation); benefiting from another’s achievement (slavish imitation, protection of
trade secrets, cheating someone out of his custom); denigrating and comparative advertising;
misleading advertising; protection of indicators of origin; offensive methods in selling (intrusive
advertising, lotteries, sweepstakes, etc.); boycott and discrimination, underbidding, infringement
of exclusive distribution agreements; gifts and discounts.

161 Art 6:195 BW (Article 1416b, 2 BW (old)) was adapted to the new criterion for accountability
under Article 6:162 (3) BW. Article 6:196 BW (Article 1416c BW (old)) was abridged and a
reference to Article 6:167 (3) was added.

162 Kabel (ed.), Praktijkboek Reclame- en aanduidingsrecht (PRAR), Deventer: Kluwer (looseleaf),
p- 1IA-9.

163 See Van Nispen, Ongeoorloofde mededinging (looseleaf), Article 194, no. 25; Verkade, Mono-
grafieén Nieuw BW B-49 (1992), no. 85 and the annotation by Kabel to CvB 18 January 1993,
IER 1993, p. 49 et seq. See also chapter 2, § 2.3.4.3.
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3.5.3.2 Article 6:194-196 BW

The first provision sets the standards for misleading advertising. It states that anyone
who in the line of business makes a misleading statement in public can be held liable.
To bring an action for misleading advertising under Article 6:194 BW the following
requirements need to be fulfilled: There must be a statement (1) in public (2) in the
course of business (3) concerning certain goods or services (4) that is misleading (5).

A statement can be any possible method of expressing information on goods or
services. It is irrelevant which medium is used for transmitting the message, so dissemi-
nation via the press, radio, television and the cinema are included.'® The message must
be disclosed to the public and the public must be able to receive the message.'®® This
includes oral statements by employees to individual customers and a standardized offer
to an addressee with a private message attached to it.'* However, conversations of a
strictly personal nature and written offers are not included in Article 6:194 BW."" In
addition, the message should be made in the course of business. Incidental advertise-
ments by private persons are therefore not covered by this provision.'® Moreover, the
fourth prerequisite requires the message to concern the offer of certain goods or ser-
vices. This requirement narrows the scope to commercial advertising, and rules out
statements of a philosophical, idealistic or political nature.'®

a Misleading

Finally, the statement must be misleading. The public does not actually have to be
deluded by the misleading statement, it is sufficient to prove the danger of this occurring
in the future. According to legal history, the statement must be misleading to the
average person, who is aware of the fact that advertising involves a certain degree of
exaggeration and who is not easily affected by this fact.'” Case law has adopted the

164 Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (1989), § 1274.

165 The public is not required to actually take notice of the message, see Van Nispen, Ongeoorloofde
mededinging (looseleaf), OD 1, chapter 4, Artikel 194, no. 5 and Kabel, PRAR (looseleaf),
p. ITA-22-24.

166 Wichers Hoeth/Gielen/Hermans (2000), no. 691.

167 Van Nispen, Ongeoorloofde mededinging (looseleaf), OD I, chapter 4, Artikel 194, no. 5.

168 Van Nispen, Ongeoorloofde mededinging (looseleaf), OD I, chapter 4, Artikel 194, no. 4.

169 Wichers Hoeth/Gielen/Hermans (2000), no. 691.

170 See the Explanatory Memorandum, Bijl. Hand. II 1975-76, no. 13 611, p. 10 and 21. See for the
problems associated with the use of market analysis for determining whether ‘the consumer’ has
been misled, Verkade, Monografieén Nieuw BW B-49 (1992), p. 70; Van Nieuwenhoven Hel-
bach, Het opinie-onderzoek als bewijsmiddel in het mededingingsrecht, in: Heemskerk et al.
(red.), Een goede procesorde: opstellen aangeboden aan Mr. W.L. Haardt, Deventer: Kluwer
1983, p. 287; Van Westendorp/Kaufmann, De rol van marktonderzoek bij mededingingsrechtelij-
ke procedures, Amsterdam: Vereniging voor Mededingingsrecht 1988.
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same criterion.'”" This criterion is quite liberal and leaves a great deal of space for
various types of advertisements. It resembles the criterion adapted in case law by the
European Court of Justice.'”? This liberal approach may become stricter in the case of
advertising aimed at a special group of individuals, e.g. minors.'”

In determining whether an advertisement is misleading, one has to take into account the
content of the message as well as its format.'”* The last aspect can play a part in increas-
ing the possibility of creating a false impression to the consumer. The presentation and
format of the advertisement, the font used and its directness can be a catalyst in this
course of events. As to the content, the following applies. An advertisement that
contains falsehoods or half-truths, is deemed to be misleading if a person relies on its
correctness and consequently buys the goods offered.'” The advertiser is conversely not
required to ensure completeness. He is, consequently, not obliged to communicate
aspects of his product that are not essential to the buyer’s decision. However, the
omission by the advertiser of facts that are relevant to the consumer for making his
decision, can be misleading.'’® Moreover, if the advertiser chooses to enter into detail
with respect to a certain feature of his product, this piece of information should be
complete and correct.'”” In most cases, the advertiser is not obliged to point to the
negative features of his product or the fact that other products are of better quality.'™

Advertisements containing untrue statements are principally misleading.'” This is
even the case when the advertiser’s products are, despite his untrue statement, better

171 See e.g. HR 29 March 1985, NJ 1985, 592 (LWH), BIE 1985, no. 38, p. 296 (DWFV); Court of
Appeal ’s-Hertogenbosch 19 June 1991, BIE 1993, no. 52, p. 190, IER 1991, no. 48, p. 119;
President District Court Breda 1 June 1993, BIE 1995, no. 105; Court of Appeal *s-Hertogenbosch
21 September 1994 (see for the text: HR 15 December 1995, NJ 1996, 509); President District
Court Arnhem 22 February 1989, BIE 1991, p. 55 (CvN); President District Court Haarlem 28
September 1990, BIE 1991, no. 98, p. 353, IER 1991, no. 4, p. 15 (SdW); President District Court
Breda 28 December 1990, IER 1991, no. 18, p. 43; President District Court Amsterdam 21
September 1989, BIE 1992, no. 68, p. 223; President District Court Rotterdam 16 March 1995,
KG 1995, 171.

172 See Chapter 3, § 2.3.4.2a.

173 See the EM, 13 611, p. 10. See also HR 29 March 1985, NJ 1985, 591; HR 29 March 1985, NJ
1985, 592; Rb. Leeuwarden 24 December 1993, KG 1994, 150.

174 This is mentioned in Article 6:195 BW.

175 EM, 13 611, p. 10.

176 Kabel, PRAR (looseleaf), p. IIA-235. Based on the standard of due care under Article 6:162 BW
the advertiser has a duty to inform the consumer about essential information concerning his
products that are relevant to the consumer’s decision to buy a product. This doctrine is of
particular importance in the field of product liability. See Kabel, PRAR (looseleaf), p. IIA-255.

177 Kabel, PRAR (looseleaf), p. [IA-256, and the case law mentioned in IIA-420 et seq. See e.g. RCC
3 July 1979, no. 1729; RCC 26 November 1979, no. 1973; RCC 5 November 1982, no. 3195.

178 Kabel, PRAR (looseleaf), p. [IA-257.

179 Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (1989), § 1272.
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than his competitor’s. Suppose an advertiser claims that his product is better than that
of his competitor thanks to feature x. It transpires, however, that instead of feature x,
feature y is the actual factor which improves the quality of his product. According to the
case law, his advertisement is as a result misleading to the public, although his product
is still of better quality than that of his competitor."™ In some cases, however, the
making of untrue statements can be admissible. This can be the case if the untruth is
easily recognisable to the public, as is the case in advertising in superlatives or adver-
tisements intended as a clear jest. Truthful statements, on the other hand, can be
misleading as well. This is especially the case with so-called half-truths. An advertiser
who omits an important aspect in an advertisement than may be of influence to the
consumer’s decision, does not make an untruthful statement. He misleads the consumer
nonetheless.

Factors that can also be of influence are the comprehensiveness of the statements in the
advertisement and the medium that has been used to relay the advertisement. As a
general rule, the more precise the statements, the more can be excepted in terms of
truthfulness and correctness. Likewise, a comprehensive advertisement in a newspaper
is subject to a stricter assessment than a short TV spot."™ In considering all these
aspects, the court will have to look at the overall picture.'®

Article 6:194 BW contains a list of factors that will, if at least one of them is
fulfilled, lead to the qualification of the advertisement as unlawful. According to Article
6:194 BW an advertisement is misleading if it misleads as to the'®

180 HR 29 March 1985, NJ 1989, 591, at 3.6 (Pokon/Substral). Verkade rightly criticises this
judgement, stating that the issue is whether the consumer is influenced in his choice to buy the
advertised product. In his opinion such a statement should only be held to be misleading in case
the presence of the specific feature x was of influence in the consumer’s decision. This opinion
is endorsed by Kabel/Van Delft-Baas, PRAR (looseleaf), p. [IA-240-241 , who point out that the
Pokon/Substral case concerned comparative advertising, and was therefore subject to a stricter
regime. See also Van Delft-Baas, I[ER 1985, p. 81 et seq. and Kabel, IER 1993, p. 179 stating that
the fact that the consumer, despite the falsehood, will be better off with the defendant’s product
since it is better than its competitor’s, leads to the conclusion that no action for rectification based
on an unjust head start should be allowed. See also President District Court Haarlem 12 January
1988, BIE 1988, no. 74, p. 261. See for a contrasting opinion: Kaufmann, TVVS 1987,
p. 175-176.

181 See the Memorandum of Reply, 1978-79, 13 611, p. 24.

182 Rb. Amsterdam 3 July 1985 and Court of Appeal Amsterdam 5 February 1987, IER 1987, no. 15,
p- 39; Rb. Amsterdam 10 March 1993, BIE 1994, no. 92, p. 333. See also Verkade (1986) B-49,
no. 40.

183 This list of factors has led to an extensive body of case law, see e.g. Kabel, PRAR (looseleaf),
p. IIA-461 till IIA-678; Verkade, Monografieén Nieuw BW B-49 (1992), p. 50-61; Van Nispen,
Ongeoorloofde mededinging (looseleaf), Article 194, no. 15-24; Wichers Hoeth/Gielen/Hermans
(2000), 692-700.
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— nature, composition, quality or features of a product or service or its uses;
— quantity;

— source;

— geographical origin;

— method of production;

— date of production;

— size of stock;

— price or its calculation;

— awards or certificates received;

— use of technical or scientific terminology;

— conditions for delivery or payment;

— extent, specifications and duration of a warranty;
— characteristics of the seller or manufacturer.

This list of relevant factors in the assessment of advertisements is non-exhaustive.'®*
b Burden of proof

The plaintiff must prove that the advertisement is misleading. However, in two cases the
burden of proof'is shifted to the defendant. First of all, the defendant, in most cases the
advertiser, must prove under Article 6:195 (1) BW that his allegations in his advertise-
ments are correct. This is only the case if the defendant was directly or indirectly
responsible for the content of the advertisement and as far as dividing the burden of
proof'is not unreasonable. Secondly, if the advertisement is found to be misleading, the
defendant must prove under Article 6:195 (2) BW that (the publishing of) this was not
his fault. These special rules are not applicable in interlocutory proceedings, although
the defendant may nonetheless be expected to prove the correctness of his statements.'*

¢ Sanctions

The plaintiff can under Article 6:196 BW claim for the rectification — possibly accom-
panied by an order to disclose the names of the addressees — of the misleading advertise-
ment and an injunction, if need be in conjunction with a daily default fine, in order to
prohibit the defendant from making any such misleading advertisements in future.'** In
addition to this, he may claim damages, transfer of profit, compulsory publication of the

184 Explanatory Memorandum, 1975-76; 13 611, p. 10.

185 VanNispen, Ongeoorloofde mededinging (looseleaf), Article 195, no. 10; Verkade, Monografieén
Nieuw BW B-49 (1992), no. 71-73.

186 See on the issue of whether the judge has a discretionary power in imposing this prohibition or
granting the action for rectification: Grosheide, WPNR 1996, 6223, p. 351-352.
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judgement, the declaration of a new legal status and a product recall.’®” The plaintiff
who claims rectification or requests an injunction does not have to prove culpable
behaviour by the defendant, as opposed to a claim for damages. The plaintiff must,
however, in any case prove that he has sustained damage or is in danger of sustaining
damage.'®®

Three groups of persons can take an action to counter misleading advertising. These
are a competitor of the advertiser, a consumer, and, finally, a consumers’ organiza-
tion."” Verkade argues that the individual consumer does not have a legitimate interest
in bringing an action.'” While he is correct that this may apply to many cases of
misleading advertising, it is not applicable to all cases. A consumer whose complaint
about a misleading advertisement has been granted by a self-regulatory body but the
ensuing judgement is not observed by the advertiser, must be able to bring an action in
a court of law, so as to counter such a refusal to cooperate or to prevent repeated
unlawful behaviour.'”! Next to the individual consumer and competitor, certain consum-
ers’ organizations can bring an action against misleading advertising in the form of a
type of class-action under Article 3:305a and b BW. The consumers’ organization must,
in conformity with its charter, look after the interests of those consumers it seeks to
protect in court. In addition, the organization must be a legal person with full legal
competence.'” It is not allowed to claim damages.'”

187 See for the action on product recall in connection with misleading advertising, Grosheide, WPNR
1995, 6182, p. 333-335. See also President District Court Breda 28 December 1990, IER 1991,
no. 18, p. 43; President District Court Rotterdam 16 March 1995, KG 1995, 171. In the case of
President District Court Arnhem 10 April 1996, IER 1996, no. 18, p. 104 the Court upheld the
claim for the destruction of the misleading advertising material.

188 Itis not yet totally clear whether this is solely confined to material damage. In favour of this point
of view is Slagter, TVVS 1981, p. 168. See, however, in contrast: President District Court
Amsterdam 18 September 1980, NJ 1981, 198, BIE 1981, no. 34, p. 159 with annotation of
DWEFV, TVVS 1981, p. 167 with annotation by Slagter, GRUR Int. 1981, p. 701 with annotation
by Henning-Bodewig.

189 See Holzhauer, Ontoelaatbare reclame, Zwolle: Tjeenk Willink 1994, p. 65; Kabel, PRAR
(looseleaf), p. IIA-984-987; Van Nispen, Ongeoorloofde mededinging (looseleaf), Article 196,
no. 5; Wichers Hoeth/Gielen/Hermans (2000), no. 702. Verkade also looks into the possibility for
other organisations, such as employers’ organizations, to bring an action, see Verkade, Mono-
grafieén Nieuw BW B-49 (1992), p. 65-68.

190 Verkade, Monografieén Nieuw BW B-49 (1992), p. 64.

191 See also in the same belief: Holzhauer (1994), p. 65-66.

192 Van Nispen, Ongeoorloofde mededinging (looseleaf), Article 196, no. 6.

193 Van Nispen, Ongeoorloofde mededinging (looseleaf), Article 196, no. 5; Kabel, PRAR
(looseleaf), p. IIA-987. See also Verkade, Monografieén Nieuw BW B-49 (1992), with respect
to actions other than rectification and an injunction by organisations.

109



Chapter 3
3.5.3.3 Self-regulation

In addition to statutory legislation a comprehensive system of self-regulation is in place.
In 1964 the Dutch Advertising Code (NRC) was drafted by trade associations of the
media, advertisers and advertising agencies in conjunction with consumers’ organiza-
tions, organized in the Advertising Standards Organization (SRC). It contains rules on
advertising in general, including misleading advertising. It applies to advertising in the
press as well as radio and television advertising. The NRC is divided into a part contain-
ing rules on advertising in general, and a part containing rules on specific types of
advertising such as advertisements for alcoholic beverages and tobacco products or
sweepstakes.'”* Consumers as well as competitors can rely on the NRC, although it is
mostly applied by individual consumers. An applicant can lodge a complaint without
having an interest therein.'”

The complaint is handled by the Advertising Standards Committee (RCC). If the
advertisement is found to be in conflict with the NRC, the RCC can recommend that the
advertiser should stop using the advertisement in question. This recommendation can
be made privately as well as in public. The organizations affiliated to the SRC, such as
the Dutch Advertisers Association, have contractually committed themselves to follow
these recommendations. In the event of a repeat offence or a serious violation of the
Code, the media affiliated to the SRC pursuant to the Netherlands Media Act will be
asked to stop publishing the advertisement concerned. After 14 days, or 7 days in the
case of an urgent complaint, the RCC’s recommendation becomes final. Before that
period, it is possible to lodge an appeal with the Board of Appeal (CvB). If the appeal
is dismissed by this body, the only thing that the applicant can do is to instigate a
separate court action for misleading advertising under 6:194-196 BW.

According to the first Section of the NRC, advertising is defined as any form of
public commendation of goods, services or ideas. An advertisement must be recogniz-
able as such by virtue of, amongst other things, its layout and presentation, taking
account of the public for which it is intended. The basic rule is that advertising must
conform to the law, the truth and the requirements of good taste and decency.'”® In
addition, advertising shall not be gratuitously offensive, arouse feelings of fear or
superstition or undermine confidence in the advertising. Section 7 of the NRC states that
an advertisement shall not be misleading, in particular as to the price, contents, origin,
composition, properties or effectiveness of the products concerned. Advertising shall
be as clear and complete as possible in terms of such factors as its nature and form and
the public at which it is aimed. The party selling the products shall also be clearly

194 Advertising aimed at the general public concerning drugs is reviewed prior to its broadcasting by
the specialized Inspection Board for the Public Commendation of Registered Drugs (KOAG).

195 RCC 11 May 1992, BIE 1994, 205.

196 See for a detailed analysis of RCC and CvB cases, Kabel, PRAR (looseleaf), chapter 11
(Algemene normen terbescherming van de consument).
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indicated. In short, the NRC applies to a much wider range of advertising than the
statutory regulation under Article 6:194-196 BW.

3.5.4 Discrediting competitors

Someone who discredits his competitor(s) can be held liable under the general tort
clause of Article 6:162 BW or he can, in special cases, be held liable under criminal law
under the Penal Code."”” As to the cases that are covered by the standard of due care
under Article 6:162 BW, the following distinction needs to be made. First of all, one
needs to distinguish between discrediting statements aimed at harming another person
or his products, and discrediting statements without that intention. Secondly, one needs
to distinguish between statements relating to a person and those relating to his products.

If the discrediting statement is nof aimed at harming another person or his products,
and the statement is truthful, it will nearly always be allowed.'”® Case law has only
sporadically prohibited such statements, when the issuer knew it would be harmful to
make the statement and he has violated a duty under the standard of due care given the
specific circumstances. These circumstances can, for instance, be the fact that he has
unsolicitly issued the statement, or, on the other hand, was explicitly asked to issue it.'"
A seller who critically voices his opinion concerning a product which he himself sells,
will be assumed not to have a harmful intent.”” In the case of an untrue discrediting
statement, the issuing thereof will nearly always be prohibited.*”"

When a person or a business issues a discrediting statement which is aimed at
harming another person or his products, and the statement is truthful, the issuing thereof
can nonetheless be unlawful depending on the circumstances.””> Relevant circumstances
can be the degree of aggressiveness and the detail of the statement, whether it is
needlessly offending, its relevance, its public nature, the issuer’s relation to the ad-
dressee, or if it is a statement in defence.”” A trader who issues a discrediting statement
about a competitor or his trade is presumed to have done this with the aim of harming

197 E.g. on account of a simple insult to a person, Article 266 Penal Code, or libel, Article 261 Penal
Code.

198 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.7, no. 373.

199 HR 28 November 1941 NJ 1942, 190. See also HR 16 May 1946, NJ 1946, 564 and HR 10 June
1966, NJ 1966, 390.

200 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.7,no. 373; Ulmer/Bacumer/Van Manen
(1974), § 341; Verkade (1986), no. 35.

201 HR 13 March 1941, NJ 1941, 660 (although this is a case with harmful intent); HR 19 April 1968.
See Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.7, no. 373 who puts the topic into
perspective.

202 HR 13 March 1941, NJ 1941, 660.

203 See Verkade (1986), no. 35-38. See also, into detail, Van Nispen, Ongeoorloofde mededinging
(looseleaf), IV.7, no. 375.
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his competitor or his trade.** It is irrelevant whether the issuer of the statement explicit-
ly mentions his competitor’s name, an indication which is identifiable is sufficient.”*
An advertiser who is accused of misleading advertising, can in some cases invoke the
principle of freedom of expression.*”® An intentionally harming statement that is untrue,
is almost never admissible.

If the issuer of the discrediting statement is not a commercial party, but an institu-
tion, e.g. a consumers’ organisation which wants to provide its members with objective
information, less strict rules apply. This is especially the case if such an organization
wants to warn its members of the dangers attached to certain products or methods of
selling.””” Another special category is the warning communicated to a competitor or his
potential buyers, in the case of an infringement or a danger of an infringement of
intellectual property rights.*”® In such cases, less strict rules will apply as well, because
at the moment of issuing such a warning it is not yet certain whether there is an infringe-
ment. The requirement of the truthfulness of the discrediting statement will have to be
flexibly interpreted. This does not give the issuer the freedom to rashly send warnings
containing unfounded discreditory statements.

The burden of proof for cases of discrediting behaviour between competitors will
generally be the same as is the case for statements falling under 6:195 BW. With respect
to discrediting statements made outside a competition context other rules on the burden
of proof will apply.*”

3.5.5 Imitation and misappropriation

This category refers to the imitation or misappropriation of goods, services or intangi-
bles. It is subdivided into three subcategories, being (1) the imitation of products
(slavish imitation), (2) the imitation of badges of trade and, finally, (3) the exploitation
of someone else’s achievements, or in other words the exploitation of another’s ‘sweat
of the brow’. This field of law is judge-made law, based upon the general tort clause
under Article 6:162 BW. As to the remedies available to the plaintiff in these cases,
these basically consist of the ‘standard’ remedies available for tortious liability under

204 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.7, no. 373; Verkade (1986), no. 35;
Houwing, annotation to HR 25 May 1951, NJ 1951, 541.

205 HR 25 May 1951, NJ 1951, 541.

206 Holzhauer, Ontoelaatbare reclame, Tjeenk Willink: Zwolle 1994, § 4.1 et seq.; Dommering,
De zaak ‘Markt Intern Verlag’, IER 1990/3, p. 49-52; Kabel, commerciéle uitingen, in: Grosheide
(ed.), Hoofdstukken Communicatie en Mediarecht, Ars Aequi Libri 2000, VII, § 3.3 et seq.

207 HR 19 April 1968, NJ 1968, 263.

208 See on this topic, Verkade (1986), no. 39; Van Nispen, Ongeoorloofde mededinging (looseleaf),
IV.7, no. 380; Wichers Hoeth/Gielen/Hermans (2000), no. 706;

209 HR 10 June 1966, NJ 1966, 390.
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6:162 BW.?" The plaintiff can therefore file for an injunction, he can claim damages,*"!
or he can ask for a declaratory judgement. In certain cases, specific remedies will be
available like a claim for submission of exhibits, or a claim for a product recall.

3.5.5.1 Slavish imitation

The protection against slavish imitation is, aside from misleading and comparative
advertising, arguably one of the most important areas of unfair competition law in Dutch
legal practice. Nearly every intellectual property case contains an action for slavish
imitation as an alternative charge to the action for an infringement of the intellectual
property right. If the action for an infringement of an intellectual property right is
dismissed, e.g. because the allegedly unlawful behaviour falls outside the scope of the
intellectual property right as invoked, or the behaviour is not protected under intellec-
tual property law because there is no registration, the question will remain whether the
claimed slavish imitation will be upheld.*'* Until recently Article 14(8) of the Benelux
Designs and Models Act (BDMA) impeded a possible action for slavish imitation. This
provision stated that no action for unfair competition may be brought in relation to facts
that solely constitute an infringement of a design right. As a consequence, ancillary
protection to design under the action for slavish imitation was only allowed in the case
of special ‘extra’ circumstances.”'® This obstacle has, however, been removed by the

210 Cf. Wichers Hoeth/Gielen/Hermans (2000), chapter XII.

211 The plaintiff can claim special damages or he can claim for the surrender of profits, cf. Section
6:104 BW that states: ‘If a person liable to another on the grounds of an unlawful act or a failure
in the performance of an obligation has derived profit from that act or failure, the court may assess
the damage, upon the demand of such other person, at the amount of such profit or a part thereof.’

212 See the District Court of the Hague, 11 June 2003, IER 2003, p. 374. See also Meijer, in
Grosheide et seq., Intellectuele Eigendom, artikelsgewijs commentaar, Elsevier (looseleafe), Mo
1I-Art. 14, 22-30.

213 Benelux Court of Justice, 21 December 1990, NJ 1991, 429. See in this respect: The advisory
opinion of the advocate general Ten Kate to the case mentioned above, sub 47; Gielen, Design
Protection and Unfair Competition, in: Kabel/Mom, Intellectual Property and Information Law:
Essays in Honour of Herman Cohen Jehoram, Kluwer Law International: The Hague 1998, where
Gielen rightfully proposes to abolish Article 14(8) BDMA. See also Vollebregt, Slaafse na-
bootsing na implementatiec van de modellenrichtlijn, IER 2003, no. 1, p. 9-15; Verkade,
Bescherming van het uiterlijk van producten, Deventer: Kluwer 1985, no. 143; Verkade (1986),
no. 26(a), WPNR (1975) 5289, p. 6-7 and BIE 1979, p. 195-196; Van Nieuwenhoven
Helbach/Huydecoper/Van Nispen (1989), no. 545; Wichers Hoeth, TVVS 1987, p. 207 and RM
Themis 1986, no. 3, p. 275 criticizing Article 14(8) BTMW; Wichers Hoeth/Gielen/Hermans
(2000), no. 206 arguing for the abolition of Article 14(8) BTMW; Cohen Jehoram, NJB 1974,
p- 1182; Haardt, NJB 1974, p. 1174 sub 2; A. van Oven, Handelsrecht (1981), p. 393; Van den
Bergh, Rechtskundig Weekblad 1979, column 1747-1749, at 3 and 4; De Gryse, Liber Amicorum
Dumon II (1983), p. 1101, 1102 sub 11 and 12; Braun-Evrard, Droit des dessins et modeles au
Benelux (1975), no. 333; Greffe, Traite des dessins et des modeles (1988), p. 799-800 and 812;
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recent amendment of the Benelux Designs and Models Act (BDMA),*'* thereby putting
the action for slavish imitation back on track.

The action for slavish imitation has steadily developed since its introduction in the
Hyster Krane case in 1953.2'"° Before this case authors had failed to provide an unambig-
uous answer to the question of whether the slavish imitation of a product should be
unlawful per se.”'® In this 1953 case, the plaintiff produced a mobile hoisting-crane
under the name of ‘Hyster Karry Krane’. The defendant had imitated this product, partly
by disassembling the Hyster Karry Krane, and created an identical crane called ‘The
Elephant’. It was an incontestable fact that the Hyster Karry Krane was not patented or
protected by any other intellectual property right. The Supreme Court held that

‘Everybody may endow his product with as much reliability and usefulness as possible, using
another’s efforts, even if this leads the public to be confused. Only in case one could have adopted
another course in trade, without impairing the reliability and usefulness of one’s product, and this
omission leads to the confusion of the public, will the imitation of a competitor’s product be
unauthorized. (Author’s translation)’

Based on the Hyster Karry Krane case, and the cases that followed, for a successful
action for slavish imitation the fulfilment of the following four requirements is required:

Stuyck-Van Gerven, Handels en economisch recht XIII (1985), p. 34;Van Dijk, Modellenrecht
in de Beneluxlanden (1975), p. 65. Of a different opinion: Keyser, NJB 1974, p. 1321-1322. See
also Visser who criticises the fact that the action for slavish imitation has been put back on track,
Visser, Het ABC van iedere IE-inbreuk, Het belang van de rest van de markt, The Hague: Boom
J.U. 2004, p. 38.

214 By the Protocol of 20 June 2002, Trb. 2002, 129 transposing Directive 98/71/EC of the European
Parliament and of the Council of 13 October 1998 on the legal protection of designs.

215 HR 26 June 1953, NJ 1954, 90. See for the development of protection against acts of slavish
imitation in the case law before this case, Ulmer/Baeumer/Van Manen (1974), § 237-244.

216 Some authors believed that the mere imitation of another’s product should be unlawful. See e.g.
Hijman and Pfeffer (1938), p. 290 et seq., Themis 1936, p. 127 et seq. and NJB 1939, p. 172 et
seq. Others opposed this view, e.g. Telders, by saying that in the absence of any protection by
intellectual property rights the imitation of a product should be allowed, since it would stimulate
progress in society and would prevent the creation of uncontrolled monopolies. See Telders,
annotation to Pr. Rb. Rotterdam, 30 January 1935, BIE 1937, p. 105. See also in support of this
view: Polenaar, NJB 1938, p. 1015 and 1039 et seq.; Van Haersolte, in: bundel Meyers, p. 581
et seq. This liberal view is supported by the current case law, see e.g. HR 7 March 1941, NJ 1941,
919 and HR 5 March 1943, NJ 1943, 264. A middle course was adopted by Bodenhausen, who
required the presence of ground(s) for justification, see Bodenhausen, BIE 1937, p. 25 et seq.
Additionally, Bodenhausen believed that the Hyster Karry case was confined to the technical
imitation of a product, see Bodenhausen, NJB 1954, p. 367. This point of view has proved to be
incorrect, see the judgement of the Supreme Court (HR) of 21 December 1956, NJ 1960, 414.
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a) the plaintiff’s product must be distinctive;*"”

b) the defendant’s product must be likely to confuse the public;

c¢) the defendant’s product must be similar to the plaintiff’s product regarding features
that are not important for the reliability and usefulness of the product;

d) the defendant must have failed in doing what is reasonably possible to prevent
confusion (‘needless confusion’).

This judgement was favourably received by some,”'* and criticized by others.*"” Hou-
wing, in his annotation to the Hyster Karry case,”® mildly criticized the judgement of
the Supreme Court by stating that, in his view, the sole fact that a competitor had made
the imitation, should be sufficient to find unlawfulness. Bodenhausen, in a very detailed
article, criticized the judgement making use of insights gained by comparative law. In
his opinion, the factor of confusion should not be the only factor leading to unlawful-
ness. He believed that other special circumstances could lead to unlawfulness and
consequentially to unfair competition as well. Since intellectual property rights did not
provide adequate protection in all cases, Bodenhausen argued for the possibility of
ancillary protection based on unfair competition law, so as to prevent the situation of
the Netherlands becoming a ‘country of pirates’. He referred in this respect to the
omission of any regulation on design protection in the Netherlands.??' Van der Grinten
criticized the fact that the Supreme Court had chosen to follow a middle course between
the per se unlawfulness of product imitation and the per se lawfulness thereof.*** In his
view, this would lead to legal uncertainty. Additionally, he criticized the protection
under the general tort clause based on a moral right of the trader. He argued that the
issue of providing additional protection to a trader against imitation of his product, is
a politico-economic issue, and should consequentially be addressed by the legislator.
Slagter rightfully distinguished between two elements of protection in slavish imitation:
the protection of the public and the protection of the honest trader.””

217 Explicitly laid down as a requirement in the Supreme Court (HR) case of 21 December 1956,
NJ 1960, 414.

218 See e.g. Hijmans van den Berg in his annotations to this case, Ars Aequi 1953, p. 13 et seq. and
Ars Aequi 1954, p. 21 et seq.

219 See for a detailed analysis of the views in the literature at this time, Ulmer/Bacumer/Van Manen
(1974), § 254-259.

220 NJ 1954, no. 90, p. 184-186.

221 Bodenhausen, NJB 1954, p. 365 et seq. and p. 383 et seq. The Hyster Karry case, however, dealt
with ‘naked’ imitation, i.e. imitation without special detrimental circumstances. The Supreme
Court had, in fact, left room for assessing these special circumstances in such a case. Boden-
hausen’s criticism was not entirely correct on this point, see also Houwing, NJB 1954, p. 23.

222 Van der Grinten, Ars Aequi 1960, p. 21.

223 Slagter (1963), p. 112.
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The Hyster Karry case was upheld, clarified”** and amplified in the case law that
followed. The Drukasbak case™ made it clear that not only technical products but also
non-technical products, where protection for the aesthetic creation is of importance,
were subject to the Hyster Krane case law. It is also clear that the plaintiff does not
necessarily have to be the designer or the creator of the product which he is trying to
protect. In addition to this, the Supreme Court held in the Scrabble case* that for the
assessment of unlawfulness in slavish imitation cases, the honest practices in industrial
or commercial matters are not per se of influence and are therefore not decisive.””’ In
the Monte/Kwikform case,”® the Supreme Court reiterated the underlying principle of
freedom of trade. As to the four constituting elements of the action for slavish imitation
as described above, a vast body of case law has developed.

a Distinctiveness

The plaintiff’s product must be distinctive, meaning that his product must significantly
stand out from the other products on the market.”” The term ‘market’ is thereby nar-
rowly interpreted, so a certain dish will be set off against e.g. the market for plastic
dishes instead of the market for domestic appliances as a whole.”° Irrelevant is the
product’s distinctiveness per se,! its novelty or originality.**? Principally, the market
conditions in the Netherlands are deemed to be decisive.”** A product’s distinctiveness
will diminish over time when more similar imitations are introduced on the market,**
although the extensive use of the product in this period may just as well lead to increas-

224 Seee.g. HR 12 November 1965, NJ 1966, 59; HR 15 March 1968, NJ 1968, 268; HR 28 February
1969, NJ 1969, 366.

225 HR 21 December 1956, NJ 1960, 414.

226 HR 8 January 1960, NJ 1960, 415.

227 Gerbrandy rightfully indicates that, following the Hyster Krane case law, the argument for an
extended action for slavish imitation based on unjustified cost savings because of product
imitation was renounced. See GRUR Ausl. 1964, p. 563.

228 HR 1 December 1989, NJ 1989, 473.

229 HR 21 December 1956, NJ 1960, 414.

230 HR 15 March 1968, NJ 1968, 268.

231 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, 279.

232 HR 7 June 1991, NJ 1992, 392; HR 22 November 1974, NJ 1975, 176.

233 HR 7 June 1991, NJ 1992, 392. See Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6,
no. 280.

234 Martens, Onrechtmatige Daad (oud), p. VI-109. If a number of imitations are introduced on the
market at about the same time, the original product may still retain its distinctive character, as the
alternative would lead to the situation where multiple imitations could ‘hide behind each other’.
See Martens, Onrechtmatige Daad (oud), p. VI-110.
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ing the distinctiveness.”** The defendant has to prove the presence of other products on
the market that are similar to the plaintiff’s product.”®

b Confusion

Confusion is probably the most controversial requirement for the action of slavish
imitation,”’ since there is uncertainty as to the scope of confusion and the frame of
reference. Van Nispen introduced a useful classification of different levels of confusion,
which can be utilized in a discussion of this requirement. In his view, four different
gradations of confusion exist:**

1. direct confusion, or product confusion: the public may directly confuse two products
or badges of trade;

2. confusion as to the origin: the public can make a distinction between the two
products or badges of trade, but are confused as to their origin;

3. confusion concerning a relationship: the consumer does not mix up the two products
or badges of trade, nor is he confused as to its origin, but he may think that an
economic or organizing link exists between the products or badges of trade;

4. confusion® as a result of association, possibly leading to dilution: the consumer is
liable to associate the imitated product with the original. The consumer is however
not confused.

It is not absolutely certain which gradation of confusion is protected under the action
for slavish imitation. Some argue that only direct confusion (1) qualifies.*** Others
believe that categories (2) and (3) may qualify as well.**' Case law does not provide for
aclear answer as to what gradation of confusion is protected under the action for slavish

235 Tbid., p. VI-109.

236 Such a presence would demonstrate that the plaintiff’s product is not distinctive. See Van Nispen,
Ongeoorloofde mededinging (looseleaf), IV.6,281; Haardt, annotation to HR 22 November 1974,
NJ 1975, 176; Martens, Onrechtmatige Daad (oud), VI-108. In the opposite direction: Hijmans
van den Bergh, annotation to HR 8 January 1960, NJ 1960, 415.

237 See for the different opinions as to the function of confusion as a requirement, § 3.6.2.6. sub A.

238 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 282.

239 Inmost cases, this category is solely referred to as association and is not graded as confusion. See
the discussion mentioned sub 324.

240 See inter alia Quaedvlieg, Verwarring en onderscheiden, de slaafse nabootsing in een ver-
anderend intellectueel eigendomsperspectief, BIE 1992, p. 367 et seq.; Van Dijk, Modellenrecht
in de Beneluxlanden, p. 64; Limperg, Bescherming van Vormgeving tegen plagiaat: Een handlei-
ding voor de praktijk, Agon Elsevier: Amsterdam 1971, p. 137.

241 Se e.g. Martens, Onrechtmatige Daad (oud), VI-114 et seq. and Verkade (1986), 25b (see also
Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 282).
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imitation,*** although its persistent focus on assessing the similar features of the pro-
ducts themselves (instead of its effect on the consumer’s decision to buy), leads one to
believe that primarily direct confusion and confusion as to the origin will qualify.*** The
(similar) get-up of a product, e.g. its packaging, will only lead to confusion in specific
circumstances.***

In assessing the probability of confusion, leaving aside which gradation of confu-
sion, the courts start from the hurried, non-vigilant consumer, most of the time not an
expert, and most of the time not able to directly compare the two products in juxtaposi-
tion.?*® If the buyers are experts, confusion will not readily be assumed.**® Evidently,
this does not hold true if the end-user is or will probably be an inexperienced consumer.
The general impression of the products’ appearance is decisive.*’’ The likelihood of
confusion may increase when the general impression of two products are similar,
although both of the products may differ slightly in various respects.”** Case law does
not provide clarity as to whether the use of a trademark or other badge of trade, to dis-
tinguish the imitated product from the original, may reduce the likelihood of confu-

242 1t is not clear whether other types of confusion than direct confusion and confusion as to the
origin are supported under the slavish imitation doctrine of the Supreme Court. In specific
circumstances, the (lower) courts will provide protection against imitation of the get-up of the
product as well, see e.g. Court of Appeal Amsterdam 9 September 2004, IER 2005/2, No. 26. In
the recent cases concerning the imitation of the exclusive delftware china houses made by the
Dutch company KLM (Royal Dutch Airlines) for their Business Class travelers, the courts did not
provide protection against dilution. See Court of Appeal The Hague 21 April 2005, IER 2005/46;
Court of Appeal The Hague 21 April 2005, IER 2005/47 and the annotation of J.J. C. Kabel. In
the area of trademark law, the Dutch courts have been quite willing to provide for the protection
of various types of confusion including the sole association. See e.g. Kamperman Sanders, The
Wagamama Decision: Back to the Dark Ages of Trade Mark Law, [1996] 1 EIPR 3 and 10 EIPR
521; Prescott, Think Before you Waga Finger [1996] 6 EIPR 317 and [1997] 3 EIPR 99; Gielen,
A Benelux perspective: Sabel v. Puma, [1998] EIPR 109. Dutch law does presumably not allow
protection against ‘post-sale confusion’, see e.g. (although it is a trademark case) District Court
The Hague, 21 July 1999, BIE 1999, p. 409 et seq. However, in the recent Lego case, the District
Court of Breda (6 July 2005, LIN AT8962) awarded the Lego Corporation protection against
post-sale confusion regarding its toy bricks. See chapter 6 (Comparative law), § 6.5.

243 See also, Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 288; Holzhauer,
Inleiding intellectuele rechten, Boom J.U.: Den Haag 2002, 12.04; Van der Kooij/Mulder,
Hoofdzaken mededingingsrecht, Kluwer: Deventer 1996, p. 185.

244 HR 26 June 1953, NJ 1954, 90; HR 7 June 1991, NJ 1992, 392.

245 HR 7 June 1991, NJ 1992, 392; Court of Appeal Den Haag 29 March 1990, see HR 14 February
1992, BIE 1993, no. 6, p. 25.

246 Court of Appeal Amsterdam 9 January, BIE 1976, no. 92, p. 281.

247 HR 7 June 1991, NJ 1992, 392.

248 See for a representation of the case law in this respect: Martens, Onrechtmatige Daad (oud),
VI-112 sub 4.
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sion.*”” The burden of proving confusion falls upon the plaintiff.>* In many cases, the
court will independently decide whether the likelihood of confusion has arisen.*"

¢ Similarity regarding features that are not important for the reliability and usefulness
of the product

In its judgement of 12 June 1970, the Supreme Court decided that the elements of
‘reliability’ and ‘usefulness’, as stated in the Hyster Krane case, do not relate solely to
technical aspects of a product but to other aspects as well. In short, the requirements for
standardization in industry may allow a company to imitate its competitor’s product
including the features of the product that have been subject to standardization. This
means that a product, whose appearance is primarily dominated by standardization
requirements, may be strictly imitated.”>* Non-technical trends, that relate to people’s
preferences for a certain popular style, and for that reason in most cases of a temporary
nature like e.g. trends in fashion, probably do not allow for such a strict imitation.”*

A consequence of this rule is that most slavish imitation cases will concern the
imitated design of a product instead of the imitation of its functional aspects since these
are predominantly related to the elements of reliability and usefulness.

249 VanNispen, Ongeoorloofde mededinging (looseleaf), IV.6,no. 284. Verkade believes that the use
of a badge of trade so as to distinguish one’s imitated product does not justify the imitation. See
Verkade (1986), no. 25(b) where he points to the fact that many manufacturers market the same
products under different brand names; Verkade, Verwarrende verwarring?, in: Gratia Commerecii,
Zwolle: Tjeenk Willink 1981, p. 406; Verkade, Bescherming van het uiterlijk van producten
(1985), p. 180. See in agreement, Hoyng, Bescherming(somvang) anno 1989, inaugural address
K.U. Brabant 1989, Deventer: Kluwer 1990, p. 29 et seq.

250 See HR 28 February 1969, NJ 1969, 366.

251 See for more detail on the appropriate rules of evidence, Van Nispen, Ongeoorloofde mede-
dinging (looseleaf), IV.6, no. 285.

252 NJ 1970, 434 (Hazenveld/Tomado). See also Maris, Slaafse navolging en normalisatie, in:
Met eerbiedigende werking — Opstellen aangeboden aan Prof. mr. L.J. Hijmans van den Bergh,
Deventer: Kluwer 1971, p. 187-202.

253 The Hoge Raad is nevertheless cautious in allowing this defence by the imitator. See e.g. the
Monte/Kwikform case of the Hoge Raad of 1 December 1989, BIE 1991, 68. Kwikform had
developed a system for linking scaffolding parts. Monte imitated this system and Kwikform
instigated proceedings under unfair competition law. Monte was held to have acted unlawfully
in imitating Kwikform’s system, since Monte did not succeed in proving circumstances that
showed the need for using a similar system to Kwikform’s. In particular, Monte did not succeed
in proving that the designing of an alternative system would mean impairing the reliability and
usefulness of as well as deviating from a standard that was set by Kwikform’s system.

254 See Verkade (1986), no. 25(c). See also HR 22 November 1974, NJ 1975, 176.
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d Needless confusion

In the Scrabble case®™ the Supreme Court held that the defendant’s product was not
required to be different from the plaintiff’s product in all possible ways without impair-
ing its reliability and usefulness. It is sufficient to differentiate concerning some points
to such an extent that one has reasonably done all that is needed to prevent confusion.
Ifit is possible to deviate from the original product without impairing the reliability and
usefulness of the imitation, one is obliged to do 0. In the Lima v. Lego (Lego bricks)
case the Amsterdam Court of Appeal follows the trail set out by the Supreme Court by
stating that the defendant is not required to design another set of bricks different from
the original ones, but when imitating it should try to differentiate from the original
without impairing the reliability and usefulness of its product.””’ Features like the
original products sturdiness, its attractiveness, its compatibility and exchangeability,
may permit a competitor to more precisely imitate the original in order to transfer these
features to his product.

3.5.5.2 Slavish imitation; controversies in the literature

Before the introduction of the BDMA in 1975, the action for slavish imitation served
basically as a ‘substitute’ to protection against product imitation based on statutory
regulation. In the absence of any statutory regulation in the field of protecting the design
of a product, the action for slavish imitation was therefore frequently brought against
an imitator. The introduction of the BDMA, as noted, seriously reduced the interest in
an action for slavish imitation.”®® The abolition of Article 14(8) BDMA subsequently
revived the action for slavish imitation. It is questionable, however, whether the actual
protection granted under the law of tort against slavish imitation is equivalent to the
protection granted before 1975. The pre-1975 action for slavish imitation was not
restricted by the presence of an exclusive right of intellectual property. One could say
that , in many ways, it acted as a replacement for such a right. The actual action for
slavish imitation, on the other hand, runs parallel to the statutory design right as codified
in the BDMA. Consequently, it no longer serves as a ‘substitute’ for protection for
product imitation based on statutory regulation. Consequently, the actual action for
slavish imitation is (more) limited in scope. It is essential, therefore, to critically review

255 See supra 226.

256 Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 288. See also HR 15 March 1968,
NJ 1968, 268; HR 1 December 1989, NJ 1990, 473, BIE 1991, p. 244, TER 1990, no. 22, p. 46.

257 Court of Appeal Amsterdam, 23 December 1999, IER 2000/2, at 4.3.10 et seq. See also the
annotation of Grosheide to this case who acknowledges the fact that Lima should be allowed to
make his products compatible with the original Lego bricks, but that Lima also has an obligation
to differentiate from the original as much as possible.

258 Supra 213.
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some of the essential elements of the actual action for slavish imitation. In this light, I
will address the requirement of confusion, the ‘reflex effect’ and the duration of the
action for slavish imitation.

a The requirement of confusion

As to the element of confusion, two questions come to mind. Firstly, should the element
of confusion be a necessary requirement for the action for slavish imitation? Secondly,
if this is affirmative, what type of confusion should be present for a successful action
for slavish imitation?

Confusion as a necessary element?
As to whether confusion must be regarded as an essential element for the action for
slavish imitation, opinions vary between different authors. Most authors believe that the
Supreme Court in its Hyster Krane judgement deliberately left room for the adoption
of alternative grounds for unlawfulness next to confusion, or at least it left this issue
open for further discussion.”® Case law has not provided an unequivocal approach to
this issue. In its Hyster Krane judgement, the Supreme Court stated that imitation is
only unlawful in the case of needless confusion. The judgement did not make clear,
however, if special circumstances without the presence of confusion can lead to unlaw-
fulness as well. In a later judgement, the Supreme Court was asked to address this issue,
but decided to leave the matter open.”®

In his advisory opinion, the Advocate General at the Supreme Court™ made a
distinction between two types of cases. On the one hand, those circumstances flanking
the imitation that are unlawful per se, such as benefiting from a breach of contract by
a competitor’s employee or stealing another’s trade secrets. On the other hand, those
circumstances of a more neutral nature, like the extent of the imitation or whether it has
been done by a direct competitor. The first type of case can,*” in the view of the
Advocate General, make an imitation appear to be unlawful although no likelihood of

t26l

259 Bodenhausen, BIE 1937, p. 25 et seq. and NJB 1954, p. 365 et seq. and 394; Croon, BIE 1954,
p. 156 et seq.; Houwing, NJ 1954, p. 184 et seq.; Beekhuis (1963), p. 26 et seq.; Gerbrandy,
GRUR 1964, p. 561; Hijmans van den Bergh, AA IV, p. 23 and annotation to NJ 1970, 434; Van
der Grinten, AA 1960, p. 24; Van Staay, NV XXXVIIL, p. 97 et seq.; Verkade (1986), no. 26 and
in Gratia Commercii (1981), p. 406; Van Nieuwenhoven Helbach/Huydecoper/Van Nispen
(1989), no. 1264. See in more detail, Ulmer/Bacumer/Van Manen (1974), § 248 et seq. and 258.
Of a different view: Slagter (1963), p. 113 et seq., although more leniently at p. 115; Maeijer
(1965), p. 228; Van Nieuwenhoven Helbach, annotation to the Hyster Krane case, in: 2000 weken
rechtspraak, 1978, p. 27-29.

260 HR 12 November 1965, NJ 1966, 59.

261 Mrs. Minkenhof.

262 Cf. Verkade, Bescherming van het uiterlijk van producten (1985), no. 143.
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confusion is present. In my opinion, these cases do not lead to slavish imitation, but to
a separate action for unfair competition based on, respectively, the violation of trade
secrets or acts of aggression, and consequently they should be considered unlawful per
se.*® This type of case was particularly of influence within the framework of Dutch
Design law, in the period between 1975 and 2004.%** As mentioned before,” the
introduction of the BDMA in 1975 excluded the possibility of ancillary protection under
the action for slavish imitation. Before its introduction, the protection of the design of
a product was provided by the doctrine of slavish imitation as based on Article 1401
BW (Old). The introduction of the BDMA created a situation where only certain forms
of ‘aggravated imitation’ or ‘imitation plus’**® could be combated under the action for
slavish imitation.”” Only the above-mentioned category of cases would qualify for
protection under the action for slavish imitation.

In the — in my opinion correct — view of the Advocate General the second type of
cases will not in themselves,*® in the absence of any likelihood of confusion, lead to
unlawfulness. They will, nonetheless, be of influence in deciding whether an imitation
is considered to be unlawful*® As a consequence, they will presumably increase the
possibility for a successful action for slavish imitation, in tandem with the element of
confusion. Amongst these cases are the spoiling of the market,””® the undermining of a
person’s reputation,”’’ the methods used in imitating the original,”’? misleading the

263 See also e.g. Van Nieuwenhoven Helbach (1978), p. 28.

264 In 1975 the BDMA was introduced, and on 1 December 2003, Article 14(8) BDMA was abolish-
ed (see supra 362).

265 Cf. supra 213.

266 Cf. Vollebregt (2003), p. 9.

267 See Benelux Court of Justice, 21 December 1990, RvdW 1991, 32.

268 Cf. Verkade, Bescherming van het uiterlijk van producten (1985), nos. 144-151.

269 See into detail, Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 292; Verkade
(1986), nos. 25¢ and 26.

270 For instance by selling far below the price of the original product. See e.g. Court of Appeal
Amsterdam 23 August 1979, BIE 1981, p. 236; Court of Appeal Amsterdam 17 September 1981,
BIE 1982, no. 81, p. 241; Court of Appeal Leeuwarden 11 December 1985, NJ 1987, 452; Court
of Appeal Amsterdam 29 May 1986, BIE 1987, no. 12, p. 43. See also Beekhuis (1963), p. 26;
Martens, Onrechtmatige Daad (oud), VI-123(1). Spoiling the market will in most cases not be
considered unlawful, see Verkade (1986), no. 26(gB) and HR 21 December 1956, NJ 1960, 414.

271 For instance by selling similar products of inferior quality. See e.g. Court of Appeal Den Haag,
9 February 1942, NJ 1942, 371; Court of Appeal Amsterdam 23 August 1979, BIE 1981, p. 236;
Court of Appeal Amsterdam 29 May 1986, BIE 1987, p. 43; Court of Appeal Den Bosch, 30
November 1965, NJ 1969, 228, although the court did not presuppose unlawfulness because the
defendant did not intentionally choose a confusing trade name and because and it was not clear
how the defendant could have benefited from the confusion. See also Bodenhausen, NJB 1954,
p. 365 et seq.; Beekhuis (1963), p. 27; Verkade (1986), no. 26(h); Martens, Onrechtmatige Daad
(oud), VI-123(2). See on the issue of whether the intentions of the imitator are decisive, Martens,
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273 274 «

public as to the imitator’s capacity,”” systematic imitation,”” ‘absolute unreasonable’
imitation,””* imitation leading to (almost) complete likeness,*’® and finally, improperly
penetrating another’s market.?”’

In my view, and based on the opinion of the Advocate General in the case mentioned
above,””® no concept of slavish imitation exists without the presence of confusion. It is
consequently safe to conclude that the element of confusion is an absolute requirement
for the action for unfair competition.

Onrechtmatige Daad (oud), VI-113 (5), Slagter (1963), p. 111; Van Nispen, Ongeoorloofde
mededinging (looseleaf), IV.6, no. 284.

272 For instance, by a breach of confidence or misuse of good faith. See Court of Appeal Amsterdam
29 May 1986, BIE 1987, no. 12, p. 43; President District Court Arnhem 9 November 1990,
KG 1990, 380; Court of Appeal den Bosch 30 Oktober 1990, BIE 1992, no. 17, p. 75; Court of
Appeal Den Bosch 24 May 1983, BIE 1984, no. 70, p. 218. See for more case law on this issue,
Martens, Onrechtmatige Daad (oud), VI-123 (c). See also Beekhuis (1963), p. 27; Bodenhausen,
BIE 1937, p. 27; Ulmer/Baeumer/Van Manen (1974), § 251.

273 For instance by leading one’s former customers to believe that one is still employed by company
x, when this is not the case. See e.g. Court of Appeal Den Haag 9 February 1942, NJ 1942, 371;
Pres Rb. Den Haag, 18 September 1970, NJ 1971, 87; President District Court Groningen,
10 October 1978, BIE 1981, no. 19, p. 46; President District Court Zutphen, 19 February 1981,
BIE 1984, no. 29, p. 88. See Bodenhausen, NJB 1954, op.cit., p. 394, BIE 1954, op.cit., p. 65 and
BIE 1937, p. 27. Slagter, however, believes this category to be a separate ground for unlawful-
ness, and therefore to be distinguished from the act of imitation itself, see Slagter (1963), p. 117.

274 This category comprises the systematic copying of another’s (range of) products. See e.g. Court
of Appeal Den Haag, 9 February 1942, NJ 1942, 371; Court of Appeal Arnhem 18 January 1972,
President District Court Zutphen, 19 februari 1981, BIE 1984, no. 29, p. 88; Pres Rb. Arnhem,
6 September 1985, KG 1985, 295; President District Court Utrecht, 25 June 1987, BIE 1990,
no. 30, p. 106.

275 This category was submitted by Bodenhausen, see NJB 1954, op.cit., p. 385. It refers to the forms
of imitation that are absolutely unreasonable and lead to unacceptable results. For instance,
systematic imitation on a wide scale, leading to the unjust enrichment of the imitator. It is a very
broad category compromising e.g. the category of systematic imitation. This category has been
criticized by Slagter (1963), p. 116 et seq.

276 See e.g. District Court The Hague, 28 June 1961, BIE 1968, no. 67, p. 261.

277 See e.g. Court of Appeals Arnhem, 18 January 1972, NJ 1972, 297 concerning the technical
multiplication of gramophone records on cassette tapes. See Martens, Onrechtmatige Daad (oud),
VI-123(8) and the annotation of Wichers Hoeth to the case mentioned above.

278 See supra 260. This opinion was endorsed by Martens, see Martens, Onrechtmatige Daad (oud),
VI-121, 3. However, Martens argued that the imitation of a product without causing confusion
can nonetheless be actionable under slavish imitation if the criteria as posed in the Holland
Nautic/Decca case are met. The judgement by the Supreme Court (HR) of 31 May 1991, NJ 1992,
391 (Borsumij/Stenman), made clear, however, that the special basis for protection introduced in
the Holland Nautic/Decca case does not apply to the imitation of products. See also Van Nispen,
Ongeoorloofde mededinging (looseleaf), IV.6B, no. 294.
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Personal reflections on the necessity of the confusion element

In my view the absolute requirement of the element of confusion is a reflection of the
limited scope of protection granted by the action for slavish imitation. As stated in § 3.3,
unfair competition law serves to protect the honest competitor as well as the consumer.
Consequently, imitating another’s products is perfectly acceptable as long as its does
not needlessly confuse the consumer and thereby influences his transactional decision.?”
If the consumer is not unduly influenced, the principle of freedom of trade applies and
the trader who imitates his competitor’s product, cannot be held liable under unfair
competition law. The (honest) trader may therefore claim damages under unfair compe-
tition law, but only if the consumer is needlessly confused. Of course, his chances of
success will improve if the imitator uses means that are unlawful per se®®® or means that
will increase the likeliness of unlawful behaviour.”® As a result, the existence of
consumer confusion is a justification for allowing the action for slavish imitation
although it provides for an — albeit necessary in view of the prevention of consumer
confusion — obstacle to the principle of free trade and business.

A second argument for the requirement of the element of confusion can be derived
by looking at the basis for protection under unfair competition law, and slavish imitation
in particular. The action for slavish imitation protects the identity of a product and its
function of communication to the public. In this respect, the action for slavish imitation
clearly corresponds with trademark law. This leads to the conclusion that, in my view,
the noticeable use of a trade mark or other badge of trade on an imitated product may
diminish the possibility of consumer confusion, and will consequently diminish the
possibility of a successful action for slavish imitation.”®* A consumer who sees an
imitated product, and who is directly confused as to its origin, for example, may decide

279 Cf. Article 6 of the Proposed Directive on Commercial Practices, see chapter 2, § 2.5.2.2f.

280 See supra 263.

281 See supra 268.

282 Of a different opinion: Verkade (1986), no. 25(b), arguing that the use of badges of trade on
imitated products does not (entirely) diminish the danger of confusion, particularly because in
some cases the same product from a factory may be marketed under different trade marks. See
also the following different opinion: Quaedvlieg (1992), p. 368. Quaedvlieg rightly criticises the
Hoge Raad when it justifies the slavish imitation case law by referring to the protection of the
identity of the products imitated, but, on the other hand, it utilises in its assessment the criterion
of confusion as to the design of the product. He still believes, however, that a ‘disclaimer of
origin’ will not prevent the public from being confused. In my opinion, however, the identifica-
tion function is the trade mark’s strongest asset, and the argument mentioned would lead us to
believe that this function is of no real value in practice. I believe that the clear and obvious use
of a trade mark or other badge of trade on an imitated product will diminish the danger of the
public thinking that the imitated product is produced by the original manufacturer or that another
connection between the two is present.
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to buy it on the basis of this (false) identity. Confusion is a decisive factor in trademark
law, and therefore it must be a decisive factor in slavish imitation cases as well.”®*

What type of confusion should be protected?™

The term ‘confusion’ relates to many aspects, and can therefore be addressed in differ-
ent ways. Verkade rightfully distinguishes between confusion on the one hand and
misleading on the other.®* Misleading is ‘more’ than just confusion. In the case of
misleading, a person is confused as to certain aspects of a product or service that are
essential to his decision to purchase this product or acquire this service. As a result, the
consumer who has been misled and finds out that he has based his decision to purchase
solely on this confusion will feel that he has been duped.

This distinction between products that confuse the public, and products that confuse
and mislead the public as well, reinforces my support for a clear-cut action for slavish
limitation. Only those types of imitation that confuse the public, but also, because of
this confusion, will lead the public to purchase the imitation, should be held unlawful.*¢
If one looks at the action for slavish imitation in this way, it clearly aims to protect the
market against unnecessary obstacles and leaves the public with a free choice in
obtaining the products they really want to purchase. Along these lines, the action would
purely fulfil the function of protecting the identity of a product, and safeguarding the
correct communication of its origin to the public, leaving the public to make a deliberate
choice. Additionally, it would prevent the consumer from being unduly influenced in
making his choice. Slavish imitation, in this form, does not per se protect the labour
invested by the original manufacturer in designing the product, but nonetheless provides
protection to the manufacturer for its products’ function of identity. In short, a causal
link between the confusing imitation and the consumer’s decision to buy the imitation
should be present to qualify for slavish imitation.*®’

Now that we know that the relation of confusion to the buyer’s decision is of im-
portance, I will look into the scope of the confusion that is required. In § 3.4.4.2a 1
distinguished between four gradations of confusion. Of these four gradations, the first

283 Most authors are clearly in favour of protecting a product’s function of identity. See e.g. Quaed-
vlieg (1992), p. 367; Ruijsenaars, GRUR Int 1992, 507; Van Oven, NJB 1963, 516.

284 See also Quaedvlieg, who makes a distinction between confusion as to the origin and confusion
as to the product design: Quaedvlieg (1992), p. 367.

285 Verkade 1986, no. 26(f); Verkade, Bescherming van het uiterlijk van producten (1985), no. 146;
Verkade, Gratia Commercii (1981), p. 400 et seq.

286 Cf. Verkade, Gratia Commercii (1981), p. 402 who states that using misleading confusion as an
criterion may be preferable to the sole confusion without the consumer being misled. However,
in this article he argues that confusion should only be used as a technical juridical criterion for
assessing, in case of imitation, whether two products are similar to each other.

287 In other words, this means that I prefer to use the requirement of confusion leading the consumers
to be misled — and consequently influenced in their buying decision — as well.
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three can, in my view, lead to slavish imitation. A consumer who directly confuses an
imitation with the original product because of their similarity may, as a result, be
influenced in his decision to buy the imitation because he might actually think he is
buying the original. Alternatively, if the consumer can distinguish between the imitation
and the original, he might still be influenced in his decision to buy the imitation because
he thinks that they originate from the same (reliable) source. Finally, the consumer
might not mix up the two products or be confused as to their origin, but he may think
that an economic or organizing link exists between both the products or their manufac-
turers, which might as a consequence influence his decision to buy the imitation.

The fourth gradation of confusion, association, possibly leading to dilution, will in
my opinion hardly ever qualify as slavish imitation. The consumer , in these cases, is
well aware that he is buying an imitation. He will therefore not be influenced in his
transactional decision. Protection against association therefore only protects those
interests of the competitor that are not worthy of protection, and as a consequence falls
outside the scope of protection against slavish imitation.

b The ‘Reflex Effect’

Certain statutory regulations, and in particular intellectual property laws, contain
provisions that implicitly or explicitly refer to the possibility of providing ancillary
protection by case law. In the literature, this phenomenon has given rise to the doctrine
of the ‘reflex effect’.”

On the one hand, statutory regulation can leave room for ancillary protection.
Section 13(A) of the Benelux Trade Mark Act, for example, explicitly leaves a degree
of scope for ancillary protection based on tort law (Section 6:162 BW).* In this case
there is a positive ‘reflex effect’, meaning that the legislator has intentionally created
room for additional protection. Some intellectual property regulations do not contain
any specific rules on the ‘reflex effect’, but are assumed to allow for ancillary protection
based on tort law, for example the Trade Names Act, the Databases Act, the Copyright
Actand, finally, the recently revised BDMA as discussed above.* Statutory legislation
can, on the other hand, exclude ancillary protection under tort law as well. This is the
case, although not explicitly expressed, in the Patent Act, the Seeds and Planting

288 The term ‘reflex effect’ was originally derived from the dissertation by Boukema, Civielrechtelij-
ke samenloop, diss. Leiden, Zwolle 1966. It is interesting to note that Molengraaff, one of the
“fathers’ of Dutch unfair competition law, clearly rejected the adoption of any form of negative
‘reflex effect’. See Molengraaff (1878), p. 419 et seq. See also Drucker, RM 1931, p. 310.

289 See also Section 2 and 12(A) Benelux Trademark Act. The last provision leaves scope for
ancillary protection based on tort law for signs that do not fall within the scope of the Benelux
Trademark Act. See also Article 2.19 of the new Benelux Treaty on Intellectual Property of
25 February 2005 (The Hague).

290 See Van Nispen, Ongeoorloofde mededinging (looseleaf), IV.4, No. 101 et seq.
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Materials Act and the Original Topographies of Semiconductor Products Legal Protec-
tion Act.””' These Acts pre-empt tort law as a basis for ancillary protection.

The above shows that in particular intellectual property rights that protect the
technical features of a product, such as e.g. patent law, provide for an exhaustive regime
of protection whereby the awarding of ancillary protection under tort law is not deemed
to be appropriate.*** The reasons for this restriction may be that these types of exclusive
intellectual property rights protect the (financial) efforts of the person entitled to these
rights and stimulate the progress of science, in return for the creation of a monopoly. If,
e.g., the patent owner has benefited from his period of exclusive protection, he should
not be allowed artificially to extend the term of protection by invoking protection under
tort law. On the other hand, intellectual property rights that protect the design of a
product or its means of identification allow for more room in the granting of additional
protection based on tort law. The reason for the flexible nature of these intellectual
property rights may be that, as far as copyright or design law are concerned, the protec-
tion based on these rights still serves a function in the market even when its term has
lapsed. The design of a product and its badges of trade will still function as a means of
identification to the public. Consequently, protection must be granted against confusion
as to the outer appearance of a product since it will influence the consumer’s decision
to purchase the product. Especially with regard to trademark law, it is therefore impor-
tant to protect the identification function of a certain badge of trade, even though it does
not fall within the scope of the Benelux Trademark Act.

¢ Term of protection
The question whether the action for slavish imitation should be limited in time, has

given rise to a broad discussion. It is important, when discussing this issue, to take
account of the function and objective of the action for slavish imitation. In the literature,

291 Ibid.

292 In deciding whether, in a specific case, statutory intellectual property rights pre-empt ancillary
protection under tort law, certain circumstances may be of influence. A factor that may prevent
the possibility of ancillary protection under tort law is, infer alia: the lapse of a term of an
intellectual property right, since the fact that there is a term could lead one to believe that after
the term has elapsed, the freedom of trade should take precedence. Other factors that may be of
influence are whether the absence of protection under intellectual property rights is a consequence
of not meeting the formal requirements set out in the statutory intellectual property rights
legislation or falling outside its scope of protection. These two factors may lead to the pre-
emption of tort law (e.g. if the case is in the sphere of patent law) or, alternatively, to the possibil-
ity of allowing ancillary protection under tort law, e.g. in case one uses a badge of trade that does
not fall under the Benelux Trademark Act.
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some authors believe that the duration of this action should be limited in time.*
Verkade believes that,”* although there is no natural right that protects against the
imitation of one’s products outside the scope of protection of intellectual property
rights, in some cases a temporary monopoly should be created providing protection for
a limited time analogous to, for example, patents and design rights.”>> The Advocate-
General, in his advice in the Raamuitzetter case,”* argued in favour of limiting the term
of protection as well. The Supreme Court in this case, however, stated that the protec-
tion granted against slavish imitation differs from the protection granted under design
law,””” and that it should not be limited in time. Quaedvlieg correctly differentiates
between slavish imitation using confusion as to origin as a criterion, and slavish
imitation using direct confusion, or product confusion. He argues that, in the first case,
the protection should not be limited in time, while in the second case, the protection
should be limited in time since it would lead to an undesirable monopoly which is
unrestricted in time.*”® Brinkhof clearly opposes limiting the action for slavish imitation
in time, and indicates the similarities between slavish imitation and trademark protec-
tion.*”

293 See for e.g. Verkade (1986), no. 26(d), p. 83; Verkade, in: Luijten, Goed en trouw: opstellen
aangeboden aan prof. mr. W.C.L. van der Grinten ter gelegenheid van zijn afscheid als hoogleraar
aan de Katholieke Universiteit Nijmegen, Zwolle: Tjeenk Willink 1984, p. 567-569; Van Engelen,
IER 1995, p. 201-202. Quaedvlieg believes that when using confusion as to origin as a criterion,
the protection should not be limited in time, Quaedvlieg (1992), no. 12. When using direct
confusion, or product confusion, as a criterion, Quaedvlieg believes that the protection should be
limited in time since it would lead to an undesirable monopoly which is unrestricted in time.
Against the assumption that the action for slavish imitation should be limited in time, see
Brinkhof, Bescherming van ‘oude’ modellen, annotation to Court of Appeal Amsterdam 28 juni
1990 and HR 1 december 1989, BIE 1991, p. 258, no. 17, comparing the protection against
slavish imitation to trade mark protection; Ruijsenaars, GRUR Int, 1992, 508; Kaufmann/Gemser,
Lof der nabootsing revisited, BIE 62 (1994), No. 4, p. 107. I believe that most authors argue for
a limitation of the term of protection against slavish imitation, because they believe it to be a form
of protection of achievement (‘sweat of the brow’), instead of protection from customer confu-
sion. Of course, the danger of creating an unwanted de facto monopoly is a reason for the courts
to be very reserved in granting an action for slavish imitation. See also Kaufmann/Gemser, cited
above, who criticize the line of reasoning based on the protection of achievement.

294 See Verkade (1986), no. 26(d), p. 83; Verkade (1984), p. 567-569.

295 In my opinion, Verkade’s approach seeks to protect the labour invested in the product design or
the invention in the case of a patent (a pure ‘protection of achievements’), while the action for
slavish imitation only protects the identification function of a product, analogous to trademark
law.

296 HR 31 May 1991, NJ 1992, 391 (Borsumij/Stenman). See also Meijers, in Grosheide et al.,
Elsevier (loose-leaf), Mo II-Art. 14-27 et seq.

297 See also Kaufmann/Gemser (1994), p. 109; Vollebregt (2003), p. 10 et seq.

298 Quaedvlieg (1992), no. 12.

299 Brinkhof, BIE 1991, p. 258, no. 17. See also, in this respect, Ruijsenaars, GRUR Int, 1992, 508;
Kaufmann/Gemser (1994), p. 107.
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In my view, most authors argue in favour of limiting the term of protection against
slavish imitation, because they believe it to be a form of protection for achievement
(‘sweat of the brow”), instead of a form of protection for the identification function of
the imitated product.’” If we would reserve the protection of slavish imitation only for
those cases where the identification function of a product is impaired, then the action
of slavish imitation could be more restrictively interpreted by the courts.’*' This could
lead to the courts being very reticent in granting an action for slavish imitation.*”
Consequently, there would be less danger of creating an unwanted monopoly next to the
monopolies created by intellectual property rights.

The distinction mentioned above between protection against slavish imitation before
the introduction of the BDMA in 1975, and the protection against slavish imitation since
the amendment of the BDMA in 2004 should be taken into account here. As noted, the
pre-BDMA protection against slavish imitation served de facfo as a substitute for design
law protection, since any statutory regulation in this field was lacking. The actual
protection against slavish imitation, on the other hand, merely serves as an additional
form of protection, serving purposes other than the Design Act.’” The actual protection
against slavish imitation based on tort law, should not — analogous to trade-mark
protection — be limited in time, since it will keep serving its function as a communicator
of origin, thereby protecting the honest trader as well as the consumer from being
confused.

3.5.5.3 The imitation of badges of trade

Benefiting from another’s trade by imitating the badges of trade, which the other uses
to distinguish his products, will generally be held to be unlawful in the case of confu-
sion. This behaviour is primarily actionable under the Benelux Trademark Act or the
Trade Names Act. These acts provide for an extensive regime of protection. In principle,
any sign used to distinguish the goods or services of a company can serve as a trade-
mark.** The trademark owner can invoke section 13 of the Benelux Trademark Act if
one of his trademarks is used by another without his permission, if it leads to confusion
as to the origin of his goods or services, or if this use is detrimental to the distinctive-

300 See also Kaufmann/Gemser (1994), supra 297, who criticize the line of reasoning based on the
protection of achievement.

301 Also, partly, because of the above mentioned ‘reflex’ effect of (pre-emption by) some of the
intellectual property regulations.

302 Which, in fact, is the case nowadays.

303 The action for slavish imitation does therefore not provide for an exclusive right (of intellectual
property), as opposed to the Design Act.

304 This includes, according to Article 1 Benelux Trademark Act: names, designs, imprints, stamps,
letters, numerals, the shape of goods or of their packaging as well as other signs provided that
such signs are capable of distinguishing the goods of an undertaking.
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ness of his trademark or its reputation, to the benefit of the infringer. The Trade Names
Act alternatively prevents the use of a trade name by a company, if this trade name is
already used by another company. A trade name is defined as the name used to conduct
a business. It can be used in various ways, for example on company stationary, build-
ings, vehicles, or in advertising.**> Consequently, the broad scope of protection under
the above mentioned Acts reduces the need for additional protection under unfair
competition law against the imitation of badges of trade. Section 12 of the Benelux
Trademark Act nonetheless leaves the possibility for the plaintiff to bring an action
under tort law, if he has not deposited his trademark.**

There are, however, some cases in which protection under unfair competition law
can be provided for a person’s badges of trade, as an alternative to protection under
trademark law or trade name law. In the area of trade names, three categories can be
distinguished. First of all, a person may want to protect a name that falls outside the
scope of protection under the Trade Names Act. This is the case if a certain name does
not fall within the definition of a trade name under the Trade Names Act, such as the
name of a natural person or of a legal person that is not a business within the meaning
of section 1 of the Trade Names Act. Imitating such a name may be actionable under
unfair competition law in the presence of the likelihood of confusion.’”” Secondly,
unfair competition law may provide protection in case the imitated trade name is not
used as a trade name, e.g. if a former employee refers to his former employer in his
advertisements.*”® Finally, a person may want to protect a trade name within the
meaning of section 1 of the Trade Names Act against the dilution or misappropriation
of the goodwill invested therein, in the absence of any likelihood of confusion. The
Trade Names Act only provides protection against product confusion and confusion as
to origin.’® Various authors®'’ have argued for protection against the dilution of one’s

305 Wichers Hoeth/Gielen/Hermans (2000), no. 452.

306 Gielen/Wichers Hoeth, Merkenrecht, Zwolle: Tjeenk Willink 1992, no. 865-868. See also HR
11 February 1977, NJ 1977, 633.

307 HR 29 November 1957, NJ 1958, no. 31; HR 11 February 1977, NJ 1977, no. 363.

308 See e.g. HR 11 February 1977, NJ 1977, 363 and the case law mentioned in Drion/Martens,
Onrechtmatige Daad (oud), VI-126.3.

309 Cf. supra 3.6.2.1.

310 Boekman (1997), p. 84; Wichers Hoeth, annotation, sub 7 to HR 29 October 1971, NJ 1972, 75;
Beekhuis (1963), p. 33 sub a; Verkade (1986), no. 32; Verkade, GRUR Int. 1986, p. 17;
Arkenbout, Handelsnamen en merken, Zwolle: Tjeenk Willink 1991, p. 38; Martens, Onrecht-
matige Daad (oud), VI-126.2 and 139.
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trade name under unfair competition law. This protection has been granted in many
cases in the lower courts,’'" albeit reticently.'?

In the area of trademark law, two possibilities for additional protection under unfair
competition law exist. However, these possibilities will not regularly arise, primarily
because of the wide scope of protection of the Benelux Trademark Act. Firstly, the
protection of signs that do not fall within the meaning of section 1 of the Benelux
Trademark Act. Examples of such signs are (certain) words,*" slogans,’'* advertise-
ments,'* a title of a book or periodical,’'® (certain) logos,’'” and shop fixtures and
fittings.*'® The imitation of these signs can be held to be unlawful under unfair competi

311 See e.g. President District Court The Hague 16 December 1969, NJ 1971, 68; President District
Court Amsterdam 29 October 1970, BIE 1974, n0. 43, p. 175; President District Court Amsterdam
19 June 1975, BIE 1976, no. 4, p. 144; President District Court The Hague 28 December 1988,
BIE 1989, no. 51, p. 160.

312 See e.g. HR 8 May 1987, NJ 1988, 36, where the Supreme Court denied protection against
dilution when the word as used in the trade name of the competitor had become part of common
parlance.

313 See e.g. HR 28 June 1929, NJ 1929, 1750 (EMM); President District Court The Hague 10
September 1971, BIE 1972, no. 33, p. 79 where the sign REDDY for inter alia vegetable oils and
fats was diluted, but protection against confusion was still possible under unfair competition law;
President District Court Zwolle 4 June 1982, BIE 1982, no. 33, p. 82.

314 Seee.g. President District Court Haarlem 29 May 1990, IER 1990, no. 52, p. 106 upheld by Court
of Appeal Amsterdam 18 October 1990, BIE 1992, no. 34, p. 122. Slogans can, alternatively, in
some cases be protected under copyright law, see Spoor/Verkade, Auteursrecht en naburige
rechten, Deventer: Kluwer 1993, no. 77 (recently a new 3d edition has been published in 2005).

315 Seee.g. HR 26 June 1953, NJ 1954, no. 90 (Ph.A.N.H.); President District Court Haarlem 17 May
1971, BIE 1972, no. 30, p. 69; President District Court Breda 4 January 1974, BIE 1976, no. 8,
p- 41; President District Court Amsterdam 20 December 1979, BIE 1982, no. 4, p. 19; President
District Court The Hague 28 June 1996, BIE 1997, no. 34, p. 215. Advertisements, other than
slogans, can be protected under copyright law as well, see Spoor/Verkade (1993), no. 77.

316 See e.g. President District Court The Hague 26 February 1982, BIE 1982, no. 71, p. 218;
President District Court Utrecht 6 January 1983, BIE 1983, no. 63, p. 176; President District
Court Haarlem 13 October 1989, BIE 1991, no. 6, p. 20; President District Court Zutphen 26 July
1990, see Court of Appeal Arnhem 18 June 1991, BIE 1992, no. 83, p. 328. A title of a book or
periodical will, however, in many cases fall within the scope of protection of the Benelux
Trademark Act or Trade Names Act.

317 See e.g. Court of Appeal Arnhem 1 April 1970, NJ 1970, no. 392; Court of Appeal Den Bosch
7 February 1979, NJ 1980, no. 178. Logos will, however, in many cases fall within the scope of
protection of the Benelux Trademark Act or Trade Names Act.

318 See e.g. Court of Appeal Leeuwarden 15 February 1995, BIE 1996, no. 98, p. 360 and President
District Court Groningen 3 July 1987, BIE 1988, no. 67, p. 230. See for more case law Van
Nispen, Ongeoorloofde mededinging (looseleaf), IV.6, no. 314. The protection of shop fixtures
and fittings or the ‘trade dress’ of a business is of particular importance to businesses that use
franchising as a business model. See Slagter (1963), p. 97-98; Molenaar, Handel in goede naam
(Openbare les), Tilburg, 1970; Kneppers-Heynert, Een economische en juridische analyse van
franchising tegen de achtergrond van een property rights- en transactiekostenbenadering, diss.
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tion law. Secondly, the protection of owners of trademarks within the meaning of the
Benelux Trademark Act against behaviour that is not actionable under the Benelux
Trademark Act.*”

Asnoted above, the Benelux Trademark Act protects against a wide range of actions,
including the dilution**° of a well-known trademark that has a reputation in the Benelux,
i.e. the use without due cause of an identical or similar mark for goods or services which
are similar’' or not similar to those for which the earlier trademark is registered, that
takes unfair advantage of, or is detrimental to, the distinctive character or the repute of
the earlier trademark.*? In addition, a trademark owner is protected under the Benelux
Trademark Act against dilution by someone who uses his trademark other than for the
purposes of distinguishing goods or services.**

Suppose that a company X uses a sign that is similar to the trademark of its compe-
titor Y, but the use of the sign does not lead to confusion by the public. The public does,
however, associate the sign with the original trademark. This association may be
detrimental to the reputation of the original trademark — to the benefit of company X —
and may negatively affect its distinctiveness. Is it possible for the trademark owner Y
to rely on the Benelux Trademark Act to counter the use of its trademark by way of
association with the sign of company X? If the trademark of competitor Y does not have
a reputation in the Benelux, section 13A(1)b of the Benelux Trademark Act applies.
This section provides for protection against confusion,*** but not for protection against

University Groningen 1988, p. 98-99; Van der Heiden, Franchising: enkele samenhangende
aspecten met betrekking tot de grondslagen voor de juridische vormgeving van franchising,
overeenkomstig Nederlandse en algemeen internationale wetgeving en rechtspraak, in theorie en
praktijk, een en ander vooral bezien vanuit het effect ervan voor een franchisenemer, Deventer:
Kluwer 1992, p. 188-190; Pors, Bescherming van winkelinterieurs, IER 1991, p. 73-74. In some
cases, the Copyright Act will apply as well.

319 This category of exceptions includes the case of a defendant who uses a (similar) trademark, but
not in the course of trade. See e.g. District court of The Hague (interlocutory proceedings)
5 October 2004 (Lijst Pim Fortuin). In this case some members of the Dutch political party LPF
(Lijst Pim Fortuin) had broken away from the party but were still using the name LPF. This use
of the trademark LPF was considered to be unlawful under 6:162 BW.

320 The rules on comparative advertising, as codified in Article 194a-196 BW, may be applicable in
these cases as well.

321 ECJ 9 January 2003 (Davidoff/Gotkid).

322 Section 13A,1,C Benelux Trademark Act, cf. Section 5(2) of the Trade Marks Directive.

323 Section 13A,1,D Benelux Trademark Act, cf. Section 5(5) of the Trade Marks Directive.

324 ECJ Case C-251/95 of 11 November 1997 (Sabel/Puma), [1998]. See for the discussion in the
literature as to whether the use of a trademark involving no confusion could infringe Article
5(1)(b) of the Trademark Directive: Kamperman Sanders, The Wagamama Decision: Back to the
Dark Ages of Trade Mark Law, [1996] 1 EIPR 3 and 10 EIPR 521; Prescott, Think Before you
Waga Finger [1996] 6 EIPR 317 and [1997] 3 EIPR 99; Gielen, [1998] EIPR 109. See for a
comprehensive overview Raas, Het Benelux merkenrecht en de Eerste Merkenrichtlijn: over-
eenstemming over verwarring?, dissertation RUL, The Hague: Boon Jur. Uitgeverij, 2000.
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association with the trademark. The trademark owner will thus not be protected under
trademark law.

If the trademark of competitor Y does have a reputation in the Benelux, section
13A(1)c of the Benelux Trademark Act applies. This section provides for additional
protection to owners of well-known trademarks against the dilution of their trademarks,
which includes injury to their reputation and their distinctiveness as well as the unfair
advan tage given to the (alleged) infringer. This issue has been addressed by the Euro-
pean Court of Justice in the Adidas/Fitnessworld Trading case.’” The plaintiff was the
proprietor of a figurative trademark, used amongst other things for sportswear, formed
by a motif consisting of three vertical stripes. The trademark of the plaintiff had a
reputation in the Benelux. The defendant produced sportswear bearing the motif of two
vertical stripes. Although the public did not confuse the two motifs, the public were
likely to associate the sign of the defendant with the trademark of the plaintiff and
thereby dilute the plaintiff’s trademark. The Court held that for the protection of the
plaintiff’s trademark with a reputation against the use of a sign in relation to identical
or similar goods or services, it ‘is sufficient for the degree of similarity between the
mark with a reputation and the sign to have the effect that the relevant section of the
public establishes a link between the sign and the mark’.>*® It is not yet clear how the
requirement of establishing a ‘link” between the sign and the trademark relates to the
term ‘association’, as used in section 5 (1)b of the Trade Mark Directive and section
13A(1)b of the Benelux Trademark Act. Will the public associate a sign with a famous
trademark if the public establish a link between them? It will probably be easier to prove
the presence of a ‘link’ than to prove the presence of the likelihood of association.*?’
The requirement of establishing a link is dependant on the degree of reputation inherent
in the trademark. The public will therefore be more likely to establish a link between a
very famous trademark and a similar sign.’*®

Finally, a different case should be mentioned. Let us look at the same case as
mentioned above (of a company X that uses a sign that is similar to the trademark of its
competitor Y without causing confusion), but, this time, company X does not use the
sign ‘for the purposes of distinguishing goods or services’. In that case, section 13A(1)d
Benelux Trademark Act’® applies. This section provides protection against other types
of ‘use of a trademark’ that may lead to dilution. Examples are the use by a company
of a trademark of another company in order to describe the quality or characteristic of
its own goods, e.g. a specialist in the Benelux Trademark Act, or a toner for an HP

325 ECJ 23 October 2003, Case C-408/01.

326 The Court also noted that ‘where, according to a finding of fact by the national court, the relevant
section of the public views the sign purely as an embellishment, it does not necessarily establish
any link with a registered mark’.

327 See ECJ 14 September 1999, Case c-375/97, no. 23.

328 See Kabel in his annotation to the Adidas/Fitnessworld Trading case, IER 2004, no. 13, p.57.

329 Cf. Section 5(5) Trademark Directive.
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Laserjet printer. A trademark owner can in principle prevent such ‘other use’ of his
trademark if it, without due cause,** takes unfair advantage of,, or is detrimental to, the
distinctive character or the repute of the trademark. The European Court of Justice has,
however, restricted the application of section 13A(1)d Benelux Trademark Act to a
certain extent.”!

In short, the Benelux Trademark Act provides for a very broad protection against the
imitation of trademarks. Even protection against the dilution of trademarks is covered
under the Benelux Trademark Act. The owner of a trademark that does not have a
reputation in the Benelux may however find it difficult to rely on the Benelux Trade-
mark Act if his trademark is liable to lose its distinctiveness in the event that a competi-
tor uses a sign that is similar to his trademark, and there is no likelihood of confusion
but the public nonetheless associate the sign with his trademark. Sound reasoning would
lead one to believe that, in such a case, unfair competition law may be pre-empted by
the Benelux Trademark Act. The absence of any likelihood of confusion by the public
indicates that the sign is not similar to the trademark. The Benelux Trademark Act
clearly requires the presence of similarity, except for well-known trademarks or ‘other
use’, but both of these exceptions are not applicable here. Protection against dilution
under unfair competition law, in the absence of similarity, is in these cases not prefer-
able.*

In case someone’s badge of trade is imitated, it is sufficient for the plaintiff to prove
the likelihood of confusion. In the presence of the likelihood of confusion, the defendant
will be held liable for his unlawful behaviour, since he benefits from the reputation of
the plaintiff.*** The plaintiff'is protected from the misappropriation of his reputation and
goodwill by the defendant. However, the (confusing) imitation of another’s badge of
trade, that consists of a generic name or a designation of quality or capacity, is in
principle allowed.*** The same is true of a sign that part of the public perceives as an
indication of origin and part of the public as a generic name. The imitation of such a
sign is allowed, even when there is a likelihood of confusion, unless special circum-

330 This use of another firm’s trademark will often mean that there is a case of comparative advertis-
ing, where the European Court of Justice has ruled that the use of a trademark is, when the
comparison is fair and not misleading, with due cause and is therefore in principle allowed. See
e.g. ECJ Case C-112/99 of 25 November 2001 (Toshiba/Katun).

331 See e.g. the ECJ Case C-63/97 of 23 February 1999 (BMW/Deenik) and the following case law.
See for more on this topic, Span c.s., Refererend merkgebruik: is het Tanderil-arrest achterhaald
na Holterhoff/Freiesleben?, Ars Aequi 2003, 814; Speyart, Is verwijzend gebruik maken van een
merk inbreukmakend?, NTER 2002, no. 10, p. 261 et seq.

332 Cf. Martens, Onrechtmatige Daad (oud), VI-154b.

333 HR 5 March 1943, NJ 1943, no. 264.

334 HR 7 March 1941, NJ 1941, no. 919. In this case, the plaintiff was unable to prevent the use of
her trademark Tjoklat by her competitor, because the trademark was considered to be a generic
name for chocolate products. The Supreme Court argued that such a generic name should remain
free of use and is therefore not protectable under the law of unfair competition.
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stances apply, such as the irresponsible use of the sign by an imitator leading to an

increased likelihood of confusion.”* Modern uses of protection under unfair competition

law against the imitation of badges of trade are in cases of so-called ‘domain name
s 336

grabbing’.
3.5.5.4 Misappropriation of (valuable) intangibles®’
a Introduction

In determining whether protection may be granted under tort law, in addition to or in the
absence of protection under intellectual property law, the Supreme Court has determined
that the predominant starting point in case law is the freedom of trade.” As a result,
benefiting from another’s labour is allowed even if it disadvantages that person in doing
so. In the case of the imitation of products, protection under tort law against slavish
imitation may be granted in specific circumstances, inter alia if the action under tort law
is not pre-empted by any specific intellectual property regulation.** For protection
against the misappropriation of (valuable) intangibles a different regime of protection
under tort law applies.**’

b Equivalent performance

This regime was first introduced by the Supreme Court in the famous case between
Holland Nautic and Decca.**' Decca had since 1946 developed an extensive radio
navigation system. It consisted of several radio-towers transmitting radio signals. These
signals could be received by special radio receivers, produced by Decca. With the use
of such a receiver, a ship would be able to determine its position. Holland Nautic
introduced its own (cheaper) radio receivers that were capable of receiving the signals
transmitted by the Decca navigator system (DNS) as well. The Supreme Court argued
that no intellectual property rights had been infringed, nor was the Decca receiver

335 HR 15 mei 1964, NJ 1964, no. 467.

336 See e.g. President District Court Amsterdam 15 May 1997, KG 1997, no. 193. See also Verkade,
Computerrecht 1997, p. 3-6 and Meyboom, IER 1997, p. 1-7.

337 Under the Dutch doctrine of misappropriation, or the protection of one’s achievements, is referred
to as ‘prestatiebescherming’. See for an analysis of ‘prestatiebescherming’ under Dutch law, Van
Engelen, Prestatiebescherming en ongeschreven intellectuele eigendomsrechten (diss. Leiden),
Zwolle: Tjeenk-Willink 1994, 507 pp.

338 See § 3.4.5.1.

339 See § 3.4.5.3b.

340 This type of protection is sometimes referred to as ‘sweat of the brow’ protection.

341 HR 27 June 1986, NJ 1987, 191.
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(slavishly) imitated by Holland Nautic. The problem , however, was how to deal with
Holland Nautic benefiting from the labour invested by Decca in its DNS system.

The Supreme Court started by stating that the benefit to Holland Nautic from Dec-
ca’s business was not unlawful per se, even if it would inflict a loss on Decca. The
predominant starting point in these cases is the freedom of trade. Only under specific
circumstances, after weighing the relevant interests involved,’* is the injured party
awarded damages under tort law. For this to happen, a party has to benefit from the
products of another’s labour that are ‘of such a nature that they could be put on a par
with other products of labour that justify the granting of such a[n] [intellectual property]
right’. In other words, only those products of labour that are equivalent to products of
labour that do qualify for intellectual property protection may be awarded protection
under tort law. However, in the light of the freedom of trade, the Dutch Supreme Court
held that such protection should be applied restrictively.** In this case, the claims were
dismissed and no ‘sweat of the brow’ protection was awarded.

342 Inthis case, the Supreme Court carefully weighed the interests of Decca and Holland Nautic. The
argument in favour of Decca was the necessity for Decca to be compensated for maintaining the
DNS system, a system which was vital to the safety of sea travel. The Supreme Court did not
consider this interest to have sufficient weight to make an exception to the rule of freedom of
trade. The Court argued in favour of Holland Nautic that the lost revenues by Decca were
attributable to the way in which Decca had set up its business. In as far as the DNS system was
in the general interest and should not, for this reason, be circumvented, the Court ruled that such
interests had to be protected by the Government. The claim for compensation for investments
made by Decca in its DNS system was rejected because Decca had already been remunerated as
a result of its 35-year patent monopoly.

343 The restricted application of sweat of the brow protection is also reflected in the case law of the
lower courts. See e.g. President District Court The Hague, 7 March 1991, BIE 1992/26, which
held that the mere imitation of the marketing strategy of claimants was not in breach of unfair
competition law as (1) the claimant did not possess an exclusive right relating to that strategy, and
(2) the strategy could not be regarded as an ‘equivalent performance’. In addition, the Court stated
that the principle of freedom of trade implied that a competitor does not act unlawfully by
imitating the methods of others. This could only be different if this would lead to confusion. The
District Court Breda, 18 December 1990, BIE 1992, 13 dismissed the claim for sweat of the brow
protection for the ¢ manufacture of a unique liquorice done with great care on the basis of personal
liking, stating that it was not enough for the assumption of an ‘equivalent performance’. The
President District Court The Hague did not believe that the layout of a sweet shop (including the
investments required to develop it) amounted to ‘equivalent performance’ to justify sweat of the
brow protection. Two other decisions concerning sweet shops of the District Court Groningen of
3 July 1987, BIE 1988, 67 and the District Court Roermond of 17 September 1987, BIE 1988, 68,
decided the opposite by stating that the plaintiff could prevent others from using its layout under
tort law. These two decisions, however, have been criticized, see e.g. the annotation of van Nispen
to the case of the District Court Breda, BIE 1988, 69. One could wonder, in addition, whether
protection against slavish imitation would be a better heading for these actions.
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This doctrine of ‘equivalent performance’** has been elaborated in various cases that
followed. In the KNVB v. NOS case,*” the Royal Netherlands Football Association
(KNVB) held the belief that the matches it organised could be regarded as ‘products of
labour’ and could therefore be exploited. The NOS, a Dutch broadcasting agency, was
consequently charged a fee for broadcasting highlights of football matches. The
Supreme Court held that the NOS broadcasts were not unlawful, even though the NOS
benefited from the matches as organised by the KNVB to the possible disadvantage of
the KNVB. The KNVB ‘products of labour’ were not considered to be an ‘equivalent
performance’ and the claim under tort law was accordingly dismissed. The KNVB was,
nonetheless, granted protection under a different heading. Under its property right or its
right of use, the KNVB was allowed to impose terms on access to the stadium. Under
this heading, the NOS could be held liable for broadcasting without providing an
equitable remuneration.**® Just as the KNVB, the Dutch government’s claim for sweat
of the brow protection was rejected in a case before the Supreme Court in the same
year.**’ The defendant had copied, by means of a photographic reproduction technique,
the text of the Inland Waterways Police Regulations, as published by the government
in its Bulletin of Acts and Decrees, for use in its own publication. Like the KNVB/NOS
case, the Supreme Court held that there were no special circumstances®® that could
justify sweat of the brow protection.

As shown in the three previously mentioned cases, the Supreme Court is very
reluctant to grant sweat of the brow protection to ‘products of labour’ that fall outside
the scope of protection of intellectual property rights. The 1989 Elvis Presley case®® is

344 Although the Dutch designation of this doctrine is difficult to translate, I will use ‘equivalent
performance’ as its English designation.

345 HR 23 October 1987, NJ 1988, 310.

346 Grosheide, in his annotation to the follow up to this case, rightly criticises this approach taken by
the Hoge Raad. By basing the protection in this case on the violation of the property right of the
KNVB, the Hoge Raad denied the possibility of protection for a similar performance as e.g. the
organising of a big flower parade or a long-distance skating race like e.g. the Dutch Elfsteden-
tocht. See IER 2003, no. 52, p. 268-269. The disadvantage of this artificial approach by the Hoge
Raad can also be shown in another way: What would happen if someone taped the football
matches from a high apartment building next to the stadium? There would be no violation of the
KNVB’s property right, so under the approach taken by the Hoge Raad in the KNVB/NOS case,
no protection would be granted. Only if the cameraman takes his camera inside the stadium,
would he violate KNVB’s property right.

347 HR 20 November 1987, NJ 1988, 311 (Staat/Den Ouden).

348 The perfect likeness of the publication by the defendant and by the government, the defendant
benefiting from the efforts invested by the government in its publication resulting in low prices,
nor the fact that the publications were needlessly similar were a sufficient ground for the Supreme
Court to justify sweat of the brow protection. Besides, the Copyright Act provided for a negative
‘reflex effect’, since article 11 states that statutory legislation is not copyrightable.

349 HR 24 January 1989, NJ 1989, 701.
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the only case to date’™ where sweat of the brow protection for an ‘equivalent perfor-
mance’ has been granted by the Supreme Court.””’ The plaintiff, who was the party
entitled to exploit Elvis Presley sound recordings, demanded that the defendant must
stop producing infringing recordings. The Supreme Court held that Elvis Presley — or
his legal successors — should be awarded protection for his ‘products of labour’, in this
case his recordings. These products of labour were considered equivalent to products
of labour that justify the granting of copyright. The decision by the Supreme Court to
award sweat of the brow protection in this particular case can, to a great extent, be
attributed to the social developments at the time. Performing artists (and their record
companies) had a hard time in protecting their investments. A bill ratifying the 1961
Rome Convention for the protection of performers, producers of phonograms and
broadcasting organisations was pending in the Lower House at that time. These
developments induced the Supreme Court to award sweat of the brow protection to
performers as a means of anticipatory application.**?

¢ Statutory regulation

Besides sound recordings by performers, other products of labour arguably qualify for
sweat of the brow protection as well. Even though, besides the Elvis Presley case, no
sweat of the brow protection has been granted to any other products of labour, some
have nonetheless been incorporated in statutory legislation.”® The most important

350 Besides some cases before the lower courts. The Court of Appeal The Hague decided in its
judgement of 2 May 1991, BIE 1992, 49, that special circumstances justified the awarding of
sweat of the brow protection. The plaintiff was the operator of a system of Pay TV using decod-
ers. The defendant produced devices that could circumvent the decoders. The Court decided that
special circumstances applied, since the plaintiff had to pay fees for his copyright licences, the
Pay TV system met a public need, the defendants unfairly entered the plaintiffs business and the
plaintiff could not be required to make the necessary technical provisions for preventing the
circumvention. Unfortunately, this case did not come before the Supreme Court.

351 The Supreme Court did not, however, explicitly mention ‘equivalent performance’. See Wichers
Hoeth in his annotation to this case, NJ 1989/701.

352 No sweat of the brow protection was awarded, at that time, to the producers of phonograms by
the Supreme Court, although the case law of the lower courts did provide for protection, see Court
of Appeal Arnhem, 18 January 1972, NJ 1972, 297; District Court (KG) Haarlem, 9 July 1987,
IER 1987, 99; District Court (KG) Roermond, 5 July 1990, IER 1990, 105.

353 The protection of service marks was governed under tort law before the Protocol of 10 November
1983 was implemented into the Benelux Trademark Act. The same holds true for designs and
models before Protocol 20 June 2002 was implemented into the BDMA. This protection under
tort law, before the introduction of statutory legislation, to service marks, designs and models
cannot, however, be put on a level par with sweat of the brow protection. Sweat of the brow
protection does not protect the imitation of tangible products, but instead the (unfair) benefiting
of one’s intangible products of labour. Therefore confusion is not a requirement for sweat of the
brow protection, in contrast to protection against the imitation of products.
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example is the incorporation of impersonal writings in the Copyright Act 1912, follow-
ing a set of cases before the Supreme Court.”>* The Supreme Court held that, under the
influence of section 2 BC, the legislator had implied the protection of impersonal
writings when drafting the 1912 Copyright Act. These writings, however, do not fulfil
the criteria for protection under the Copyright Act, especially in view of the absence of
any personal signature.*> In fact, the protection of impersonal writings is more closely
related to competition law than it is to copyright law. It has consequently been desig-
nated as a sui generis regime within the Copyright Act.** In line of this development
the issue was raised whether the protection of impersonal writings in the Copyright Act
could be assumed to include the protection of databases. Following the implementation
of the EC database directive 96/9/EC, the Dutch legislator introduced a sui generis
regime for databases in addition to an amendment of the Copyright Act.*>’ The Database
Act™® provided for a new intellectual property right for the producer of a database,
providing protection against unauthorized obtaining and re-utilization of the whole or
of a substantial part of the contents of a database. As to the programmes for radio and
television broadcasting, the Supreme Court had already decided in 1965* that they

354 HR 1 November 1937, NJ 1937, 1092; HR 17 April 1953, NJ 1954, 211; HR 27 January 1961,
NJ 1962, 355; HR 25 June 1965, NJ 1966, 116. Examples of products that were protected as an
impersonal writing under the Copyright Act are telephone directories, mailing lists, lists of
(stock)prices, charts and radio and television broadcasting programmes. See Wichers Hoeth/
Gielen/Hermans (2000), no. 474. See for a thorough analysis of the protection of impersonal
writings, Van Engelen, Prestatiebescherming en ongeschreven intellectuele eigendomsrechten,
diss. University of Leiden, Zwolle: Tjeenk Willink 1994, § 2.5.

355 The insertion of protection for impersonal writings in the Copyright Act was consequently
criticized by many, see Wijnstroom/Peremans, Het auteursrecht, Zwolle: Tjeenk-Willink 1930,
p- 33-34; De Beaufort, Het auteursrecht in het Nederlandsche en internationale recht, Utrecht: den
Boer 1909, p. 170-173, De Gids 1912, p. 149-150; Scholten, Verzamelde Geschriften I1I, Zwolle:
Tjeenk Willink 1980, p. 532 et seq.; Van Praag, De auteurswet 1912 en haar verband tot de her-
ziene Berner Conventie, Rotterdam: Nijgh en Van Ditmar, 1912, p. 28; Snijder van Wissenkerke,
Het auteursrecht in Nederland: auteurswet 1912 en herziene Berner Conventie, Gouda: Van Goor
Zonen 1913, p. 161-162; Wijnstroom/Peremans (1930), p. 29-36; De Beaufort (1909), 193. See
also Van Engelen, BIE 1987, p. 243; Spoor/Verkade (1993), no. 53; Van Engelen (1994), § 2.5.1.

356 Spoor/Verkade (1993), no. 54. The exploitation of commercial portrait rights can to the same
extent be seen as a sui generis regime within the copyright act. See Quaedvlieg, BIE 1996, 1, p. 9
and Van Engelen (1994), p. 109-111.

357 Upon implementing the Database Directive into Dutch Law, the legislator considered placing the
database right under unfair competition law but decided to implement the database right as an
exclusive right, as was done in many other European jurisdictions. See the Explanatory Memoran-
dum to the implementation of the Database directive in Dutch law, 26 108, no. 3.

358 The Database Act entered into force on 21 July 1999.

359 HR 25 June 1965, NJ 1966, 116. The broadcasting organizations scored a Pyrrhic victory because
the protection of programmes was granted under copyright law, but the organizations carry the
burden of proof that the infringers have derived the data from their impersonal writings. See
Spoor/Verkade (1993), no. 56.
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should fall under the scope of the impersonal writing regime within the Copyright Act.
At a later stage, the question was raised whether the exercise of these rights by the
broadcasting organizations could violate antitrust law, namely section 24 of the Compe-
tition Act (abuse of a dominant position). The Trade and Industry Appeals Tribunal
recently decided in favour of the broadcasting organizations.’® There have been
initiatives in the Lower House, however, to amend the Media Act so as to oblige the
public and commercial broadcasting organizations to disclose the programmes for radio
and television to outsiders for an equitable remuneration.*®’

d Survey of topics under discussion concerning sweat of the brow protection

The introduction of sweat of the brow protection by the Supreme Court in 1986 has
raised many topics to be discussed. First of all, does this protection under unfair
competition law not contradict the principle of free trade? After all, if the legislator had
not deemed it necessary to provide for specific legislation, why should the courts take
it upon themselves to create unwritten rules of intellectual property law? Does this not
conflict with the doctrine of separation of powers?

The Supreme Court has, however, clearly stated that granting sweat of the brow
protection should be applied very restrictively.*® Grosheide has argued in this context
that although the courts are authorized to find law when setting ethical standards, they
have to be reticent on this point, firstly because the courts are not as well equipped as
the legislator to deal with the finding of law — since they might miss the ‘bigger picture’,
and secondly because of the pre-emptive effect of the statutory intellectual property
regulations.’® In addition, Grosheide is of the opinion that it is important to assess the
nature and content of the achievement which the plaintiff tries to protect under sweat
of the brow protection.**

Not everybody agrees with the reticent approach of the Supreme Court. Soetenhorst,
in his dissertation on the protection of the publisher’s products of labour, advocates a
flexible application of the ‘special circumstances’ test and does not believe it necessary
that sweat of the brow protection under tort law should be equivalent to the protection

360 CBB 15 July 2004, IER 2004, no. 88, p. 389 et seq.

361 See e.g. Zie Acts of Parliament, 2003-2004, 29680, nos. 2 and 3. See also Houdijk, annotation to
NOS/de Telegraaf, M&M 2003, 6; Loozen, annotation to IMS Health, M&M 2004, no. 6;

362 Seealso De Cock Buning, Auteursrecht en informatietechnologie (diss. Amsterdam), Amsterdam:
Otto Cramwinckel 1998, p. 228-229, who argues that unfair competition law can, in very specific
cases, be used to stop the gaps in legislation that may appear in case of new technologies.

363 Grosheide, met een knipoog en een glimlach, Noten bij noten, ter herinnering aan Mr L. Wichers
Hoeth, Tjeenk Willink Zwolle 1990, p. 54.

364 Grosheide, ibid, p. 60; Grosheide, annotation to HR 23 May 2003, IER 2003, 52, p. 268-269. He
proposes to ensue this matter by making an analogy with similar intellectual property rights and
by looking at the approach used in European legislation and case law.
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under intellectual property law.*> He is a strong supporter of the protection of publish-
ers’ rights under unfair competition law. Van Engelen, in his dissertation on sweat of
the brow protection and unwritten rules of intellectual property, believes that no serious
objections exist against the introduction of protection equivalent to those of an intellec-
tual property right.**® He qualifies the protection of immaterial objects as a personal
right, comparable to an unwritten right of intellectual property.**” Such an unwritten
right under tort law should be available for transfer, pledging, inheritance and
licensing.*®® Van Engelen distinguishes between intellectual,*® distinctive’™ and
manual®’' fruits of labour. For these last two categories, he believes that possibilities
exist for sweat of the brow protection.*”?

Quaedvlieg believes that the Supreme Court should integrate its approach towards
providing for sweat of the brow protection. He dismisses the incorporation of this type
of protection in the Copyright Act, e.g. in the case of the protection of impersonal
writings and commercial personality rights. Additionally, he argues for a revision of the
formula of ‘equivalent performance’ to prove the need for sweat of the brow protection.
Quaedvlieg believes that the Supreme Court wrongly refrained from giving any weight
to the argument that the defendant slavishly, and effortlessly, benefited from the plain-
tiff’s products of labour without improving it in any way. In his opinion, these economic
factors should be relevant in deciding whether additional protection under tort law has
to be granted.’”

365 Soetenhorst, De bescherming van de uitgeefprestatie: een onderzoek naar het functioneren van
het uitgeefovereenkomstenrecht en het mededingingsrecht in Nederland en Duitsland met
aandacht voor de situatie in Groot-Brittannié (diss. Utrecht), Zwolle: Tjeenk Willink 1993, p. 244.

366 Van Engelen (1994), § 1.4.2.

367 Ibid, § 8.4.5.

368 Ibid, § 8.5.5. et seq. This view has been criticized by Steinhauser, who believes that the Supreme
Court in the Decca case provided for protection which is equivalent to a right of intellectual
property by way of the law of unfair competition. In his opinion, the sweat of the brow protection
introduced by the Supreme Court does not have the elements of an exclusive, personal right. See
Steinhauser, RM Themis 1995/6, p. 283.

369 E.g. know-how.

370 E.g. badges of trade not protectable under Trade Name law or Trade Mark law (such as slogans
or the layout of a store), commercial portrait rights and the protection of goodwill.

371 E.g. products of labour equivelant to those that justify protection under the Seeds and Planting
Materials Act, the impersonal writings regime and the Neighbouring Rights Act, such as the
protection of news facts as such.

372 Van Engelen (1994), p.

373 Quaedvlieg, BIE 1996, no. 2, p. 59.
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e Conclusion

Despite various voices in the literature, case law has proven to be very reserved in
awarding sweat of the brow protection. The Supreme Court persisted in its view of the
strong ‘reflex effect’ of intellectual property regulations and the principle of freedom
oftrade. Only very exceptional circumstances justify the awarding of sweat of the brow
protection. The sweat of the brow doctrine is therefore bound to be mostly an academic
concept of law without any serious consequences in practice.

3.5.5.5 Protecting Know-how

The protection of the know-how’™ embodied in trade secrets in the Netherlands is
provided under civil law as well as criminal law. Dutch law does not provide for
exclusive and absolute rights of know-how protection as opposed to intellectual pro-
perty rights.’”> Know-how is consequently non-transferable and cannot be licensed.*”®

374 There is no unambigious definition of know-how or trade secret in Dutch unfair competition law,
see Ulmer/Baeumer/Van Manen, op.cit. 1968, § 176. Idenburg distinguishes between know-how
and trade secrets. He defines trade secrets as all secret information that relate to the economic
purposes of a business. This type of information is of no value outside of the context of that
specific business (e.g. lists of agents, data on sales figures etc.). Know-how, on the other hand,
covers secret information that is applicable in any business and leads to a concrete result. This
type of information may gain a business a lead over its competitors. See Idenburgh, Kennis van
zaken: aspecten van know-how-recht in de Europese Gemeenschap en de Verenigde Staten,
Kluwer: Deventer 1979, Chapter 5. I will, however, use the terms know-how and trade secrets for
the same type of secret information that is applicable in practice (and of general value) and not
known to third parties. Cf. Gielen, Bescherming van bedrijfsgeheimen, Preliminary report to the
‘Vereeniging Handelsrecht’, Deventer: Tjeenk Willink 1999, § 1.2; Van Nieuwenhoven Helbach/
Huydecoper/Van Nispen, Industriéle eigendom, Vol. 1: Bescherming van technische innovatie,
Deventer: Kluwer 2002, p. 332; Idenburg (1979), p. 34 and 40; see Grosheide, Know how binnen
de EG, Eenvormig en vergelijkend privaatrecht, Vermande: Lelystad 1990, p. 173, who points
to the fact that the common law usage of the term ‘trade secrets’ is equivalent to the civil law
usage of the term ‘know-how’.

375 Gielen (1999), p. 6. Idenburg argues that know-how protection should be grounded upon the
principle of free trade and the utilitarian ends of promotion of innovation and transfer of knowl-
edge, see Idenburg (1979), p. 197. Know-how protection for the owner of a trade secret should
not be based upon a subjective right, but upon liability for unfair trading practices by the in-
fringer. Gielen, however, does not believe that the principle of free trade should be the guideline
in these cases, as he believes that — because of the similarity between trade secrets and intellectual
property —the use of secret information should in principle be prohibited under certain conditions,
see Gielen (1999), p. 39. Grosheide proposes protection for know-how under a sui-generis regime.
The de facto monopoly of know-how (since it is secret) should be supplied by a legal monopoly.
In his view, there is a need for the protection of technical know-how in the form of a property
right, see Grosheide, Know how binnen de EG (1990), p. 171 et seq. Van Engelen, on the other
hand, opposes the creation of a(n) (unwritten) property right for know-how in view of the freedom
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As a rule, benefiting from another’s trade secrets is allowed. Someone who by lawful
means comes up with the composition of a product, may use it for his own benefit, even
though the composition matches another person’s trade secret.””” This is not the case if
a person obtains information he knows or should know to be secret.’”® A person who
uses improper methods in discovering another’s trade secret may be held liable. This
includes inter alia the use of industrial espionage, theft, the bribery of employees or the
use of information disclosed by employees in violation of their obligation of secrecy as
well as the abuse of confidential information acquired during the precontractual stage.*”
Such behaviour may be actionable under tort law.** But also the exploitation and
reproduction of samples acquired during the cooperation between businesses may be

of technology and of information and because it is pre-empted by patent and copyright law, see
Van Engelen (1994), § 6.7.2.2.

376 Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (2002), p. 334. Some authors, however,
believe that know-how should be eligible for transfer under the Civil Code, despite the ‘closed
system’ of transfer of property under the Dutch Civil Code, see e.g. Snijders, De openheid van
het vermogensrecht, Deventer: Kluwer 2002, p. 27-58; Van Engelen, Vermogensrechten op
onstoffelijke goederen, NJB 1991, 431; Gilhuis/Wolter Wefers Bettink, Commissie Auteursrecht
adviseert ten onrechte pas op de plaats, JAVI 2002, p. 43. See also on this issue Brinkhof, De
codificatie van de rechten van de intellectuele eigendom in Boek 9 Burgerlijk Wetboek, Een
tussenbalans, Bijlage II, Overdracht van rechten van intellectuele eigendom, The Hague March
1997, p. 40; Wessels, Know-how en software in de mangel van het vermogensrecht,
NbBW 1995, 99; Gielen (1999), p. 7. The Copyright Committee, in its rapport on the negotiability
of property rights, is nonetheless reserved in assigning to know-how protection an absolute and
exclusive character equivalent to a property right, see their rapport in AMI 2002, no. 2, p. 42
et seq.

377 President District Court Utrecht, 17 May 1963, BIE 1966, 152; Court of Appeal Amsterdam
20 February 1964, BIE 1966, 151; Court of Appeal Amsterdam 4 November 1971, BIE 1973, 81.

378 Wichers Hoeth/Gielen/Hermans (2000), No. 708.

379 See HR 31 January 1919, NJ 1919, p. 161 et seq.; HR 1 December 1972, NJ 1973, 111; Court of
Appeal Leeuwarden 21 February 1996, BIE 1997, 191; Court of Appeal Amsterdam 17 October
1995, BIE 1997, 137; Court of Appeal Amsterdam 2 June 1983, BIE 1984, 221; Court of Appeal
Den Bosch 13 February 1940, NJ 1940, 669; District Court (KG) Breda 11 April 1986, KG 1986,
214; President District Court Amsterdam 6 November 1953, BIE 1954, 33; District Court The
Hague 31 October 1986, KG 1986, 514. See also Court of Appeal Den Bosch 9 November 1994,
BIE 1995, 312 where the Court held that products and technical data, although not strictly secret,
received during cooperation between two businesses should not be used at once by one business
when the cooperation has ended since that would lead to an unjust advantage, see also Verkade
(1986), no. 57 and Wichers Hoeth/Gielen/Hermans (2000), p. 353.

380 See Gielen (1999), § 2.2. and the case law mentioned in that paragraph. Gielen argues that the
requirements set in Article 39 TRIPs should function as a guideline in this case. These require-
ments are (1) the information is secret, (2) because of that the information is of value and (3) the
person seeking protection should take reasonable precautions in keeping the information secret,
see Gielen (1999), p. 26.
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held unlawful.*®' The plaintiff can claim that the defendant is prohibited from using his
trade secret. This right of action is not limited in time.***

For his know-how to be protected under civil law the plaintiffis required to keep the
information secret.”® The plaintiff must therefore impose secrecy upon anyone he
discloses the information to. This will in most cases be accomplished by drafting a
confidentiality agreement. The contracting party who breaches confidentiality by
disclosing the information to a third party, may be held liable for breach of contract. The
third party who has wrongly benefited from the breach of contract, may be held liable
under tort law. A specific duty of confidentiality applies to an employee within the
context of his employment contract. A breach of confidentiality by an employee may
result in an urgent ground for dismissal.** In many of these cases, it is difficult to make
a clear distinction between what is a trade secret of the employer and what is part of the
professional knowledge of the employee himself. Knowledge that falls outside the
working area of the company as well as knowledge that is mainly attributable to the
personal qualifications of the employee — and which will be absent as soon as the
employee leaves the company — will in general not be viewed as a trade secret.’® In
addition to the requirement that the information must be kept secret, the plaintiff must
show that he has an economic interest in keeping the information confidential **¢
Finally, the plaintiff must prove that he has taken reasonable steps to secure the confi-
dentiality of the information.*’

Aside from protection under civil law, the intentional abuse of trade secrets is
punishable under Sections 272 and 273 of the Criminal Code. Section 273 Criminal
Code criminalises the intentional disclosure by an (ex) employee of confidential details,
to which he has sworn secrecy, that are not generally known and that may harm the
company he works or worked for.** This provision does not, however, criminalise the
use of the secret information by third parties.

381 As a violation of the principle of good faith, see Court of Appeal Den Bosch 9 November 1994,
BIE 1995, 312.

382 Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (2002), p. 339.

383 From this requirement it follows that trade secrets provide, first and foremost, for a de facto
protection, since nobody is aware of the trade secrets. This need for secrecy does obviously
impede a plaintiff in taking action in court since it is difficult to prevent the disclosure of the
secret information during litigation. See Van Nieuwenhoven Helbach/Huydecoper/Van Nispen
(2002), p. 344 et seq.

384 Article 7:678 (2) sub i BW. See also Van Manen, Televisieformats en -ideeén naar Nederlands
recht, Amsterdam: Otto Cramwinckel 1994, p. 75.

385 See Van Nieuwenhoven Helbach/Huydecoper/Van Nispen (2002), p. 336 et seq. for more details.

386 Wichers Hoeth/Gielen/Hermans (2000), No. 708.

387 Ibid.

388 See more into detail, Gielen (1999), § 2.6.
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3.6 CONCLUSION

Unfair competition law plays an important role in the regulation of behaviour between
private parties on the market. Following the ratification of the Paris Convention, Dutch
unfair competition law has developed along the lines set out in Article 10, by prevent-
ing unfair trading practices that may be confusing, misleading or that may denigrate a
competitor. In addition to this, case law has developed a system of protection for those
areas of unfair competition law that fall outside the scope of Article 10° (3) of the Paris
Convention, e.g. protection against slavish imitation, the protection of valuable intangi-
bles and the protection of trade secrets. This comprehensive approach in the case law
has, however, not led to any substantial codification in Dutch law, despite the many
initiatives to do so. Although codification may lead to undesirable methods of interpret-
ing statutory regulation, be it a contrario or analogous, the same ‘misuse’ can be made
when interpreting a case of the Hoge Raad. With a view to the possible harmonisation
of European unfair competition law, and, in particular, in view of the new Unfair
Commercial Practices Directive, a future codification of Dutch unfair competition law
is needed as well as inevitable.

But how should this codification be embodied? The subject-matter as dealt with in
the previous paragraphs shows that under Dutch law a comprehensive body of case law
has been developed in the field of unfair competition. Dutch unfair competition law, but
probably unfair competition law in any legal system,*®* can be divided into two. First
of all, unfair competition law that relates to the breach of a certain code of conduct.
Most acts of unfair competition are judged by this standard. Misleading advertising
requires the public to be misled. In the case of denigration a trader disparages his
competitor or his products. In cases of slavish imitation, a trader (needlessly) confuses
the public. By withholding the public information that is essential to them, the trader is
likely to distort their economic behaviour. The protection against slavish imitation, it
is therefore focused on the identification function of the imitated function.*”® The
plaintiff is granted protection against the unfair behaviour (e.g. the harming of a prod-
uct’s identification function) instead of being granted protection to the goodwill
invested in his product. So, for these cases, unfair competition law does not provide for
protection that is equivalent to the protection provided under intellectual property law.
It is therefore not pre-empted by intellectual property law. As a consequence, issues
relating to the term of protection are out of place since the same unfair behaviour should
be prohibited at any time. In these cases, unfair competition law does not seek to protect
a certain object, but instead, it seeks to sanction the detrimental (and therefore unfair)

389 See chapter 6 (Comparative law), § 6.6.

390 As we will see, in the next paragraphs, this kind of behaviour also violates the German Unfair
Competition Act (UWG) and the EC Unfair Commercial Practices Directive that define unfair
competition as unfair commercial practices that are likely to distort the economic behaviour of
consumers.
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behaviour. In contrast to this group of unfair trading practices, we have come across a
different group of unfair trading practices above. In these cases of unfair competition,
there are certain goods, services or intangibles that are deemed worthy of protection,
because the plaintiff has invested labour and capital in their production and promotion.
A plaintiff may want to invoke unfair competition law in order to protect (the goodwill
invested into) these objects. By doing so he may be able to prevent competitors from
benefiting from the fruits of his labour and investments. In such a case the plaintiff is
awarded protection against misappropriation. Under Dutch law, the Supreme Court has
only awarded protection against the misappropriation of (valuable) intangibles. For
these instances, unfair competition law does play the role of a source of protection
equivalent to intellectual property law. It is therefore of importance that such an action
under unfair competition law is not too readily upheld. As we have seen in the Holland
Nautic/Decca case,”' the simple benefiting by Holland Nautic from Decca’s extensive
radio navigation system, was not held to be unlawful even if it would inflict a loss on
Decca. Such cases of unfair competition are therefore pre-empted by intellectual
property law. Since the term for a patent had lapsed in this case, no alternative protec-
tion under unfair competition law was possible.

So, with regard to a possible codification in Dutch law as well as European harmoni-
sation, | give preference to differentiate unfair competition as far as it seeks to protect
the goodwill invest in an object or seeks to protect against unfair behaviour, like the
harming of a product’s identification function by slavishly imitating it. The last category
of unfair competition could be regulated in separate articles equivalent to the German
approach, while the first category could be accommodated — as far as necessary — in a
general clause that would necessarily have a very restrictive application.

391 See supra 341.
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German Unfair Competition Law!

4.1 INTRODUCTION

Unfair competition law has had, for over more than a hundred years now, a strong
presence in the German legal landscape. From its codification onwards, first in the
UWG 1896, followed by the UWG 1909, unfair competition law has developed
extensively and has become an indispensable asset to traders who want to be protected
against the unfair trading practices of their (dishonest) competitors. Plaintiffs will
usually not only invoke protection under unfair competition law as an alternative
contention to the infringement of an intellectual property right, but they will also in
many cases base their actions purely and solely on unfair competition law. Unfair

1 See, for a general overview of German unfair competition law (no¢ including the many books that
focus on specific areas of German unfair competition law) the following ‘Kommentare’
(commentaries): Harte-Bavendamm/Henning-Bodewig/Bodewig, Gesetz gegen den unlauteren
Wettbewerb: UWG, Beck 2004, 2424 pp.; Baumbach/Hefermehl, Wettbewerbsrecht, Beck:
Miinchen 2004, 1684 pp.; Fezer, Kommentar zum Gesetz gegen den unlauteren Wettbewerb
(UWG), Beck 2004, 2 Volumes, 3335 pp.; Micklitz/KeBler, UWG-Kommentar, Heidelberg 2005,
950 pp.; Gloy/Loschelder, Handbuch des Wettbewerbsrechts, Beck 2004, 2102 pp.; Jacobs/
Lindacher/Teplitzky, UWG-GroBkommentar zum Gesetz gegen den unlauteren Wettbewerb mit
Nebengesetzen, looseleaf, De Gruyter, ca. 3600 pp.; Kohler/Piper, Gesetz gegen den unlauteren
Wettbewerb: Kommentar, Beck 2002, 1978 pp.; Ekey/Klippel/Kotthoft, Heidelberger Kommentar
zum Wettbewerbsrecht, C.F. Miiller: 2005, 1366 pp.; Matutis, UWG: Praktikerkommentar zum
Gesetz gegen den unlauteren Wettbewerb, Erich Schmidt 2005, 304 pp. See also the following
books: Berlit, Wettbewerbsrecht — Ein Grundriss, Beck 2005, 270 pp.; Eckardt/Klett, Wett-
bewerbsrecht, Urheberrecht und Gewerblicher Rechtsschutz, C.F. Miiller, Heidelberg 2005, 500
pp.; Emmerich, Unlauterer Wettbewerb, Beck 2004, 550 pp.; Von Gamm, Gesetz gegen den
unlauteren Wettbewerb (UWG), Kommentar, Carl Heymanns Verlag: 1993, 748 pp.; Goétting,
Wettbewerbsrecht, Beck 2005, 400 pp.; Heinemann (ed.), Gewerblicher Rechtsschutz, Wett-
bewerbsrecht, Urheberrecht, (looseleaf), Beck 2004, ca. 3116 pp.; Kehl, Wettbewerbsrecht, Carl
Heymanns Verlag: 1990, 348 pp.; Kling/Thomas, Grundkurs Wettbewerbs- und Kartellrecht,
Beck:2004, pp. 1-269; Krimphove, Die UWG-Reform, Haufe 2004, 194 pp.; Lehr, Wettbewerbs-
recht, Tipps und Taktik, Miiller Verlag, Heidelberg, 186 pp.; Lettl, Das neue UWG, Beck 2004,
300 pp.; Loschelder, UWG, Beck 2004, 353 pp.; Rittner, Wettbewerbs- und Kartellrecht, C.F.
Miiller: 1999, 436 pp.; Rodding, Wettbewerbsrecht, Carl Heymanns Verlag: 1988, 244 pp.;
Schiinemann, Wettbewerbsrecht, Vahlen: 2002, 300 pp.; Schwintowski, Wettbewerbsrecht (GWB/
UWG), Beck 1999, 407 pp.; von Speckmann, Wettbewerbsrecht, Carl Heymanns Verlag: 2000,
899 pp.

2 UWG stands for ‘Act against Unfair Competition’, see sub § 4.2.1.
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competition law therefore adopts an independent position in German law. In recent
years, unfair competition law has undergone a process of modernisation that has clearly
manifested itself in a more liberal policy towards competition and the inclusion, to a
higher degree, of consumer protection in the new UWG 2004. The (German) law of
unfair competition is often depicted as featuring a highly complex and non-transparent
subject-matter. This is for a great part due to the fact that it covers a substantive field
of different cases and has generated a great deal of case law as well as writing in the
literature. What makes German unfair competition law particularly interesting is the fact
that unlike other fields of German law, it is for a large part judge-made law. This
attribute demonstrates that, despite the criticism coming in particular from common-law
systems that German unfair competition law is inflexible because it is based on written
law, it is capable of showing remarkable elasticity to adapt to new circumstances.’

In the following sections I will present an overview of German unfair competition
law. I will start by drawing an outline of the development of the law of unfair competi-
tion over the years. Next, I will address the scope of protection provided under the law
of unfair competition in Germany, followed by an outline of the classifications used in
the literature for this subject-matter, and a discussion of the famous general clause. After
that, I will look at a group of unfair trading practices that are dealt with under German
law in the field of misleading advertising, the discrediting of competitors and protection
of achievements including know-how. At the end, I will summarise my findings.

4.2 LEGISLATIVE DEVELOPMENT OF UNFAIR COMPETITION
4.2.1 The outset

The legislation against unfair competition in Germany dates from the end of the 19"
century.* The liberalistic movement in France after the French Revolution, that resulted
in the ending of the guild system, brought about the concept of freedom of trade:
‘Laissez faire, laissez aller, le monde va de lui-méme’.* It was not until 1869 that in
Germany the freedom of trade was officially proclaimed by a specific Act on Business
Licences.® The implementation of this Act started a relentless rat race not restricted by
any case law, since in view of the liberal way of thinking of that time, the judges were
not prepared to provide for protection against unfair competition on the basis of ordi-

3 See for example the turn in the case law from protecting the ‘hasty, inattentive and uncritical
consumer’ against misleading advertising, to protecting the ‘average’ consumer. See sub 4.6 and
in particular footnote 145.

4 Kohler/Piper, Gesetz gegen den Unlauteren Wettbewerb, Munich 1995, Verlag C.H. Beck, p. 36.

See Baumbach/Hefermehl (2001), p. 77.

6  The ‘Gewerbeordnung’ of 21 June 1869. See Harte-Bavendamm/Henning-Bodewig/Keller, Ge-
setz gegen den unlauteren Wettbewerb (UWG), Kommentar, Beck: Munich 2004, Einl. A, No. 1.

W
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nary civil law. On the contrary, because of the presence of the Trade Mark Act of 1874
— providing only partial protection for trademarks — everything was allowed that was
not prohibited by the Trade Mark Act.” As a consequence, the increase in competition
brought along an increasing number of anti-competitive cartels and unfair trading
practices. This led to a public debate on the protection against unfair competition in
legal doctrine as well as in commercial practice.® In 1891, the ‘Association for the
Protection of Intellectual Property’® was established to counter unfair competition and
force amendments to the legislation.'® In spite of the objections raised, the legislator
approached the regulation of this area with hesitation and slowness.

The first piece of legislation in the area of unfair competition was the Act of May 12,
1894 on the protection of Trade Names. Subsection 15 of this Act protected the get-up
of a product or its packaging from being imitated and protection against false indica-
tions of origin was provided by subsection 16. This regulation did not suffice, however.
Two years later the first version of the Act against Unfair Competition (Gesetz gegen
den unlauteren Wettbewerb [UWG]) entered into force by the Act of May 27, 1896."

7 RG30Nov. 18803 RGZ 67; RG 14 Feb. 1882 6 RGZ 75; RG 29 Apr. 1892 29 RGZ 56. See also
D. Reimer, Deutschland, Part III in Ulmer (ed.), Das Recht des unlauteren Wettbewerbs in den
Mitgliedstaaten der Europdischen Wirtschaftsgemeinschaft, Cologne 1977, Carl Heymanns
Verlag, p. 2 et seq.

8  Fezer (2005), Einl. E, 4. See for critical notes, e.g. Baumbach, Kommentar zum Wettbewerbs-
recht, Berlin 1929, p. 123, who states that ‘Es entwickelten sich in Deutschland betriibliche
Zusténde. Aber jeder Fortschritt wurde vom RG mit rauher Hand genkickt’, translated: ‘Deplor-
able situations arise in Germany. The Imperial Court breaks down every advancement the hard
way’. See also Lass, Rechtsgrundsdtze des Reichsgerichts und anderer hoher Gerichtshofe
Deutschlands auf dem Gebiete des Urheber-, Muster-, Marken- und Patentrechts, Berlin 1892, p.
2 (who indicates that traders who issue untruthful and immoral statements basically act in
accordance with the law); Lobe, Die Entwicklung des Schutzes gegen unlauteren Wettbewerb
nach der Rechtsprechung des Reichsgerichts, GRUR 1931, 1215.

9  “Verein fiir den Schutz gewerblichen Eigentums’.

10 Fezer (2005), Einl. E, 4.

11 Reichsgesetz of27 May 1869, RGBI. p. 145. The term ‘Unlauterer Wettbewerb’ came in for some
criticism upon its introduction, e.g. by Bismarck: ‘Damit wird man nicht weit kommen. Schon die
Uberschrift — unlauteren Wettbewerb —, was das fiir ein Wort ist; das hort sich an wie Wachtel-
schlag auf dem Felde’, which is translated: ‘They will get no further with this. Just the title —
Unfair Competition-, what kind of a word is that; it sounds like a quail birdcage on farmland’:
Bismarck Gespriche, Von der Entlassung bis zum Tode, 1963, p. 401, quoted by: Wettbewerbs-
recht und Kartellrecht, Miinchen 2000, 22¢ edition, with introduction by H.C. Wolfgang Hefer-
mehl and Harte-Bavendamm/Henning-Bodewig/Keller (2004), Einl. A, No. 1. The actual title of
the UWG 1869 was: Gesetz zur Bekdmfung unlauteren Wettbewerbs. Ever since the introduction
of the UWG 1909, the new terminology has been used.
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4.2.2 UWG 1896"

The UWG 1896 only consisted — in contrast to the present UWG 1909 — of a number
of specific cases of unfair competition. A general clause was not implemented so as to
prevent competition on the market from being over-regulated. However, a small general
clause was provided for in Section 1, similar to the Section 3 of the UWG 1909. This
concerned protection against misleading statements. In addition to this, the denigration
of competitors, defamation relating to business, the imitation of identification marks and
the disclosure of professional secrets were regulated. This regulation did not provide for
a comprehensive arrangement of unfair competition law nor did it intent to do so."

4.2.3 UWG 1909

In contrast to the reserved attitude of the judges towards awarding ancillary protection
against unfair competition at the time of the Trade Mark legislation of 1874, the German
Imperial Court (the ‘Reichsgericht”) decided to provide ancillary protection to the
protection given by the UWG 1896. In its landmark decision of 1901, the Imperial
Court awarded ancillary protection under § 826" of the German Civil Code [BGB] —
which had just entered into force on January 1, 1900 — in order to fill the ‘gaps’ in the
UWG 1896 Act. As a consequence of this judgement, § 826 BGB was granted the status
of a general clause for this matter. Protection against discrimination, embargo and
boycott was now provided for by this paragraph. Be that as it may, the situation was still
far from perfect in the eyes of many German lawyers.'® In order to comply with the
requirements of § 826 BGB one had to prove intention by the wrongdoer causing the
damage. In addition to this form of protection, the German literature promoted the idea
of utilizing § 823 BGB for protection against unfair competition. This provision could
only be applied, however, to protect an absolute right, which, in this case, was not
granted under any statutory provision, be it either § 823 BGB or any intellectual pro-

12 For a detailed analysis of the development of the UWG 1869, see H. v. Stechow, Das UWG vom
27. Mai 1986 — Entstehung und Wirkung, Diss. Bayreuth 2001.

13 Kohler/Piper (1995), p. 37 and Emmerich (2002), p. 11.

14 RG 11 Apr. 1901 48 RGZ 114.

15 § 826 BGB is a general provision describing tort and states:
‘A person who, by offending good morals, intentionally inflects damage on someone, is obliged
to provide reimbursement for this damage’.
This provision supplements § 823 I and Il BGB — see sub 9 —, and is often classified as the third
small ‘general clause’ of German tort law. See Medicus, Schuldrecht II, C.H. Beck 1997, 8. ed.,
No. 744 et seq.

16 Cf. von Bethmann-Hollweg in the first discussion of the UWG 1909 Bill, GRUR 1909, 106. See
also Harte-Bavendamm/Henning-Bodewig/Keller (2004), Einl. A, No. 2.
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perty statute.'” If the aim of acknowledging an absolute right for competitors in the
sense of § 823 BGB had been accomplished, Germany would probably have had a
system of protection based upon a general clause in the Civil Code similar to France.'®

In consequence of these troubles in addressing unfair competition law, the call for
a reform of the UWG 1869 gained momentum, and more specifically the call for the
introduction of a specific general clause. As a response to these developments, the
legislator proposed to improve the situation by introducing the UWG 1909. The main
feature of this new piece of legislation was section 1 which contained the famous (‘big’)
general clause.'” This provision expressed the principle that an injunction and a claim
for damages are awarded in those cases in which someone in the course of business acts
in conflict with bonos mores, good morals.”’ In addition to this, the UWG 1909 con-
tained a ‘small’ general clause (section 3) prohibiting the use of misleading statements,*'

17 Kohler/Piper (1995), p. 37. § 823 I and II BGB are the main provisions in German tort law. This
provision describes the liability for damages and states:

(1) A person who, wilfully or negligently, unlawfully injures the life, body, health, freedom, pro-
perty or other right of another is bound to compensate him for any damage arising therefrom.
(2) The same obligation is placed upon a person who infringes a statute intended for the protection
of others. If, according to the provisions of the statute, an infringement of this is possible even
without fault, the duty to make compensation arises only in the event of fault’.

Translation: S.L. Goren, The German Civil Code (rev. edn 1994), p. 153. One could argue that
an absolute right could be constructed by placed it under the heading of ‘other right’ (§ 823 (1)
BGB), but the German Federal Supreme Court has refused to accept such an absolute right.

18 Emmerich (2002), p. 11. The German Federal Supreme Court refused to extend the general
tortious action to cover acts of unfair competition, like the French did, despite the opinion of
various prominent scholars like, e.g. Kohler (Kohler, Das Recht des Markenschutzes, 1884, at 98
et seq.; Kohler, Treu und Glauben im Verkehr: ein Beitrag zur Lehre vom strafbaren Betrug, Ber-
lin 1893). See Beier, The law of unfair competition in the European Community — Its develop-
ment and present status, [1985] 10 EIPR, p. 285.

19 Section 1 UWG 1909 stated: ‘Wer im geschiftlichen Verkehr zu Zwecken des Wettbewerbs
Handlungen vornimmt, die gegen die guten Sitten verstoen, kann auf Unterlassung und Scha-
densersatz in Anspruch genommen werden’. Translated: ‘Any person who, in the course of busi-
ness activity and for purposes of competition, commits acts contrary to honest practices may be
enjoined from these acts and held liable for damages’.

20 Kamperman Sanders (1997), p. 56.

21 Section 3 UWG 1909 stated: ‘Wer im geschéftlichen Verkehr zu Zwecken des Wettbewerbs tiber
geschiftliche Verhiltnisse, insbesondere tiber die Beschaffenheit, den Ursprung, die Herstellungs-
art oder die Preisbemessung einzelner Waren oder gewerblicher Leistungen oder des gesamten
Angebots, iiber Preislisten, tiber die Art des Bezugs oder die Bezugsquelle von Waren, iiber den
Besitz von Auszeichnungen, iiber den Anlal3 oder den Zweck des Verkaufs oder iiber die Menge
der Vorrite irrefiihrende Angaben macht, kann auf Unterlassung der Angaben in Anspruch
genommen werden.” Translated: ‘Injunction proceedings may be brought against anyone who, in
the course of trade and for the purposes of competition, provides misleading information about,
in particular, the characteristics, origin, method of manufacture or price calculation of specific
goods or of the whole offer, or about price lists, the nature or source of the supply of goods, or
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and several specific provisions. These two general provisions (section 1 and 3 UWG
1909) did not, during the enactment of the UWG 1909, undergo any essential changes.

4.2.4 Subsequent changes to the UWG 1909*

The main part of the UWG 1909 remained unchanged until the law reform of 2004, and
the UWG 1909 has merely undergone minor modifications. Until the Second World
War the only developments worth mentioning were the introduction of the 1932
Ordinance on Bonuses and the 1933 Law Governing Discounts.” These regulations
were meant to protect small and medium-sized enterprises against aggressive unfair
trade practices of big companies during the economic crisis at that time.** They were
quite recently repealed, in July 2001.% A right of action for consumers’ associations was
introduced in 1965.%° Some years later, in 1969, a development started towards provid-
ing protection to certain (medium-sized) companies against specific forms of unfair
competition instead of providing general protection for fair competition. This resulted
in the 1969 regulations concerning producer and wholesaler advertising and qualifica-
tion certificates®” and the 1986 regulations concerning progressive canvassing (e.g.
snowball-systems),?® advertising with quantitative restrictions (e.g. only 2 products per
person are sold) and price comparisons between one’s own products by comparing an
old price with the new price.?’ Parts of these strict regulations — the ones concerning
advertising with quantitative restrictions and internal price comparisons — were repealed
in 1994.*° Finally, the implementation of the Directive on Comparative Advertising in
the UWG 1909 on 1 September 2000 is worth mentioning.”!

about the reason or purpose of the sale, or about the quantity of stocks held, with a view to
securing an end to the dissemination of the information in question’.

22 For a complete overview see e.g. Gloy, Die Entwicklung des Wettbewerbsrecht und seiner
Nebengebiete, FS Gewerblicher Rechtsschutz und Urheberrecht in Deutschland, 1991, p. 855 et
seq. and Schricker, Hundert Jahre Gesetz gegen den unlauteren Wettbewerb — Licht und Schatten,
GR Int. 1996, 467 et seq.

23 Zugabeverordnung 9 Mar. 1932, RGBI1 1 121 and Rabattgesetz 25 Nov. 1933, RGBI 1 1011.

24 Emmerich (2002), p. 13.

25 By Act of 23 Jul. 2001, BGBI 2001 I 1661 and 1663.

26 UWGAdG 21 Jul. 1965, BGBI I 625.

27 UWGAnG 6 Jun. 1969, BGBI I 633.

28 2. WiKG 15 May 1986, BGBI 1 721.

29 Gesetz zur Anderung wirtschafts-, verbraucher-, arbeits-, und sozialrechtlicher Vorschriften 25
Jul. 1986, BGBI 1 1169, amended 1987 I 565.

30 UWGAnG 25 Jul. 1994, BGBI I 1738 (die ‘kleine’ UWG Novelle).

31 BGBII1374.
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4.2.5 UWG 2004*

On July 8,2004, the amended Act against Unfair Competition (UWG 2004) entered into
force.** ** Prior to that, the German Federal Ministry of Justice had called for two expert

32 The New UWG has been very extensively discussed in the literature. See e.g. Alexander, Die
strafbare Werbung in der UWG-Reform, WRP 2004, p. 407; Benz, Werbung von Kindern unter
Lauterkeitsgesichtspunkten. Zum Entwurf eines Gesetzes gegen den unlauteren Wettbewerb, § 4
No. 2, WRP 2003, p. 1160; Berlit, Das neue Gesetz gegen den unlauteren Wettbewerb: Von den
guten Sitten zum unlauteren Verfialschen, WRP 2003, p. 563; Engels/Salomon, Vom Lauterkeits-
recht zum Verbraucherschutz: UWG Reform 2003, WRP 2004, 32; Fezer, Das wettbewerbsrecht-
liche Vertragsauflgsungsrecht in der UWG-Reform, WRP 2003, p. 127; Ibid, Modernisierung des
deutschen Rechts gegen den unlauteren Wettbewerb auf der Grundlage einer Europdischerung des
Wettbewerbsrecht, WRP 2001, 989; Finger/Schmieder, The New Law Against Unfair Competi-
tion: An Assessment, German Law Journal, Volume 6, No. 1 (1 January 2005), p. 201-216; Geis,
Das Lauterkeitsrecht in der rechtspolitischen Diskussion, FS Tilmann, 2003, 121; Henning-
Bodwig, Richtlinienvorschlag iiber unlautere Geschéftspraktiken und UWG-Reform, GRUR Int
2004, p. 183; Ibid, Ein neues Gesetz gegen den unlauteren Wettbewerb in Deutschland, BIE 18
October 2004, p. 447-452; Ibid, Das neue Gesetz gegen den unlauteren Wettbewerb, GRUR
2004/9, p. 713-720; Heermann, Die Erheblichkeitsschwelle i.S. des § 3 UWG-E, GRUR 2004,
p- 94; KeBler/Micklitz, Die Harmonisierung des Lauterkeitsrechts in den Mitgliedstaaten der
Européischen Gemeinschaft und die Reform des UWG. NOMOS Verlag, 2003; Kéhler, UWG-
Reform und Verbraucherschutz, GRUR 2003, p. 265; Kohler, Kopplungsangebote (einschl. Zu-
gaben) im geltenden und kiinftigen Wettbewerbsrecht, GRUR 2003, p. 729; Kohler, Der Rechts-
bruchtatbestand im neuen UWG, GRUR 2004, p. 381; Kohler/Lettl, Das geltende europdische
Lauterkeitsrecht, der Vorslag fiir eine EG-Richtlinie iiber unlautere Geschéftspraktiken und die
UWG- Reform, WRP 2003, 1019; Kohler/Bornkamm/Henning-Bodewig, Vorschlag fiir eine
Richtlinie zum Lauterkeitsrecht und eine UWG-Reform, WRP 2002, p. 1317; Kriiger/v. Gamm,
Européisches Recht und deutsche UWG-Reform, The European Legal Forum, 2004/2, p. 98-101;
Leistner/Pothmann, E-Mail-Direktmarketing im neuen européischen Recht und in der UWG-
Reform, WRP 2003, p. 815; Micklitz/Stadler, Der Reformvorschlag der UWG-Novelle fiir eine
Verbandsklage auf Gewinnabschopfung, WRP 2003, p. 559; Micklitz/Stadler, Unrechtsge-
winnabschopfung, Moglichkeiten und Perspektiven eines kollektiven Schadenersatzanspruches
im UWG (Gutachten im Auftrag des BMVEL), NOMOS Verlag, 2003; Nippe, Die Neuordnung
des Rechts der Sonder- und Raumungsverkdufe im Vorschlag fiir eine UWG-Reform und im
Referentenentwurf, WRP 2003, p. 568; Ohly, Das neue UWG — Mehr freiheit fiir den Wettbe-
werb?, GRUR 2004/11, p. 889-900. Omsels, Zur Unlauterkeit der gezielten Behinderung von
Mitbewerbern (§ 4 No. 10 UWG), WRP 2004, p. 136; Pierson, Synopse zum aktuellen Regie-
rungsentwurf fiir ein neues UWG, JurPC Web-Dok. 270/2003; Pierson, Tatbestandsmerkmale der
neuen Generalklausel § 3 UWG-E, JurPC Web-Dok. 271/2003; Pierson, Schnelliibersicht UWG-
Entwurf, JurPC Web-Dok. 272/2003; Quiring, Werbung von Kindern unter Lauterkeits-
gesichtspunkten. Zum Entwurfeines Gesetzes gegen den unlauteren Wettbewerb, § 4 No. 2, WRP
2003, p. 1181; Sack, Der Gewinnabschopfungsanspruch von Verbénden in der geplanten UWG-
Novelle, WRP 2003, p. 546; Schnorr/Wissing, Reform des Gesetzes gegen den unlauteren Wett-
bewerb, ZRP 2002, 143; Sosnitza, Das Koordinatensystem des Rechts des unlauteren Wett-
bewerbs im Spannungsfeld zwischen Europa und Deutschland. Zum Regierungsentwurf zur
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opinions, by Fezer’” and by Schricker/Henning-Bodewig.*® These expert opinions
stressed the need for a reform of German unfair competition law. The reform was prim-
arily motivated by the need to reorganize and modernize the law, thereby bringing it
into line with developments in EC law.”” The reform offered a perfect opportunity for
the German government to change its policies towards the regulation of (unfair)
competition. By way of this the law reform, the government could liberalize its competi-
tion policy and consolidate the much desired consumer protection.* Finally, the law
reform which has resulted in a modernised German law and a more firmly included con-
sumer protection, has as its purpose to accelerate the harmonisation of unfair competi-
tion law within the European Union, by serving as a role model.* The UWG 2004 is
meant to be more in conformity with the existing unfair competition laws of the various
Member States of the European Union than its predecessor, the UWG 1909.

The new UWG 2004 shows various modifications in comparison to the 1909 UWG.
First of all, a new Section 1 codifies the so-called ‘Schutzzwecktrias’,*® which had
previously been acknowledged by case law and the literature. This paragraph explicitly
states that the UWG 2004 seeks to protect the interests of competitors, the female and
male consumers as well as all the other market participants against unfair competition.
By way of this section, the interests of consumers are explicitly taken care of in the

Reform des UWG v. 09.05.2003, GRUR 2003, p. 739; Trube, Das (neue) ‘Gesetz gegen den
unlauteren Wettbewerb (UWG)’, JurPC Web-Dok. 228/2004; Ullmann, Das Koordinatensystem
des Rechts des unlauteren Wettbewerbs im Spannungsfeld von Europa und Deutschland, GRUR
2003, 817; Weiler, Ein lauterkeitsrechtliches Vertragslosungsrecht des Verbrauchers?, WRP 2003,
p. 423; Wimmer-Leonhardt, UWG-Reform und Gewinnabschopfungsanspruch oder ‘Die
Wiederkehr der Drachen’, GRUR 2004, p. 12.

33 Inthis section I explicitly use the term ‘new UWG 2004, so as to clarify that I am addressing the
UWG after the latest law reform. In the following sections, I will refrain from using this extensive
terminology, and will - in most cases, except when clarification is necessary - resort to using the
singular term ‘UWG’ to denote the UWG as modified by the 2004 law reform.

34  Gesetz gegen den unlauteren Wettbewerb (UWG), BGBI. 12004, 1414 of July 3, 2004.

35 Fezer, Modernisierung des deutschen Rechts gegen den unlauteren Wettbewerb auf der Grundlage
einer Européischerung des Wettbewerbsrecht, WRP 2001, 989.

36 Schricker/Henning-Bodewig, Elemente einer Harmonisierung des Rechts des unlauteren Wettbe-
werbs in der Européischen Union, WRP 2001, 1367-1407.

37 Inparticular the proposals for a Directive on unfair commercial practices and a regulation on sales
promotion. See chapter 2, § 2.6. See Fezer (2001), p. 7.

38 Schricker/Henning-Bodewig (2001), p. 104.

39 Cf Schricker/Henning-Bodewig (2001), p. 104; Harte-Bavendamm/Henning-Bodewig/Keller
(2004), Einl. A, No. 11.

40 This term is difficult to translate; it amounts to something like ‘tripartite protection’ or ‘protective
purpose triad’. See Harte-Bavendamm/Henning-Bodewig/Schiinemann (2004), § 1, No. 3 who
refers to the ‘multiple dimensionality’ of protection; Baumbach/Hefermehl (2004), § 1, 3; Fezer
(2005), Einl., 25; § 1, 1, 14, 18 et seq.; Beater (ZEuP 2003), 11, 34 et seq.
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UWG 2004.*' Section 2 (1) contains the definition of some of the terms that are used in
the UWG 2004.* Under this paragraph, an ‘act of competition’ is defined as ‘any act
of a person that is aimed at increasing the sale or supply of goods or services, including
immovables, rights and obligations, for his own benefit or for the benefit of a third
party’. Section 2 (2) conveys that the UWG 2004 aims to protect businesses even when
they are not directly related to another business. To receive protection under the UWG
2004, it is therefore not required that the parties involved should have a competitive
relationship, which is e.g. the case with two companies that operate in different branches
of business.*

Section 3 contains the general clause, which under the UWG 1909 was accommo-
dated in Section 1. It states, in Section 3, that:

‘Acts of unfair competition are impermissible, in so far as they are capable of substantially

affecting competition to the detriment of competitors, consumers or other market participants’.*

The general clause has been altered concerning its content as well as its application.
Following the new system of law under the UWG 2004, the general clause can only be
applied if none of the specific cases of unfair competition under Sections 4 to 7 are
applicable. The reason for this restriction of Section 3 is that Sections 4 to 7 contain an
(almost) exhaustive list of specific cases of unfair competition. And even if a certain
form of behaviour is not actionable under Sections 4 to 7, that behaviour is only action-
able under the general clause in case these Sections leave room for additional protection
under the general clause. The general clause, as embodied in Section 3, is therefore not
meant to be a broad residual category, but has a very narrow scope and applies only to
specific cases that do not fall under the ‘rest” of the UWG 2004, but are still worthy of
protection.”” The second limitation of the general clause in Section 3 of the UWG 2004
is the insertion of a ‘de minimis’ threshold. Even if a certain form of behaviour is con-
sidered to be ‘unfair’, there may still be no action for unfair competition if the behaviour

41 Paragraph 1 of the UWG primarily codifies the case law and the literature under the UWG 1909.
See Baumbach/Hefermehl (2004), at § 1-1/1-3; Harte-Bavendamm/Henning-Bodewig/Keller
(2004), Einl. A, No. 21; Henning-Bodewig, Das neue Gesetz gegen unlauteren Wettbewerb,
GRUR 2004, p. 715.

42 In line with the proposals put forward by Kohler/Bornkamm/Henning-Bodewig, Vorschlag fiir
eine Richtlinie zum Lauterkeitsrecht und eine UWG-Reform, WRP 2002, p. 1317.

43 Cf. Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, 16. See also
Fezer (2005), § 2, 11 and 29 et seq.

44 Section 3 UWG 2004 (Verbot unlauteren Wettbewerbs) states: ‘Unlautere Wettbewerbshandlun-
gen, die geeignet sind, den Wettbewerb zum Nachteil der Mitbewerber, der Verbraucher oder der
sonstigen Marktteilnehmer nicht nur unerheblich zu beeintréchtigen, sind unzulissig.’

45 Cf. Henning-Bodewig, GRUR 2004, p. 716; Harte-Bavedamm/Henning-Bodewig/Schiinemann
(2004), § 3, 34 et seq.
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did not substantially affect competition.** Minor offences, that do not distort competi-
tion, are therefore not actionable under the UWG 2004. Finally, while under the old
UWG 1909 behaviour was tested against the principles of ‘guten Sitten’, that is ‘contra
bonos mores’, under the UWG 2004 it is taken into consideration whether the behaviour
is fair or unfair. The inclusion of fairness as a test in the general clause is a result of the
desire to bring the UWG more into line with EC law.*’ The term ‘unfair’ is deliberately
not described more precisely, because any expatiations would not lead to clarity, but to
more vagueness instead.* However, the term ‘unfair’ is elaborated in the following
Sections. Sections 4 to 7 of the UWG 2004 contain lists of specific examples of acts
typically regarded as being unfair. The list of examples mentioned in Sections 4 to 7
UWG 2004 , despite being very comprehensive, is non-exhaustive. The structure of the
UWG 2004, with its general clause, followed by definitions and a list of specific acts
of unfair competition, clearly corresponds to the Unfair Commercial Practices Direc-
tive.*

Besides limiting the scope of the general clause, several provisions of the UWG
1909 have been omitted from the UWG 2004 so as to achieve to aim of providing for
more freedom of competition. The government has chosen to achieve this liberalisation
of the UWG by repealing the provisions governing special sales events and special
offers, as well as the provision governing the consumer’s right of withdrawal. There are
no longer provisions on the sale of goods in the case of insolvency, on the issuing of
buyer’s passes that enable consumers to purchase at a discount at wholesalers, on the
advertising and sale by producers or wholesalers to consumers, on special sales events
or on clearance sales. These activities can nonetheless lead to ‘unfair’ behaviour under
the general clause or if they are misleading, under Section 5 of the UWG 2004.*° The
consumer’s right of withdrawal has been repealed because it was considered to be of no
great use in practice.”’ A consumer who claims the cancellation of a contract must
therefore invoke the provisions under contract law, in particular those embodied in the
German Civil Code (BGB).

46 This liability threshold is also applicable to Sections 4-7 UWG, cf. Henning-Bodewig, GRUR
2004, p. 716. Cf. Fezer (2005), § 3, 23 et seq.

47 Baumbach/Hefermehl (2004), § 3, 3. In EC law, fairness is often used as a criterion, e.g. in the
Unfair Commercial Practices Directive and in the Unfair Contract Terms Directive.

48 Henning-Bodewig, GRUR 2004, p. 716. Cf. Fezer (2005), § 3, 42 et seq.

49 For more on this directive, see chapter 2, § 2.6.

50 Harte-Bavendamm/Henning-Bodewig/Keller (2004), Einl. A, No. 19; Baumbach/Hefermehl
(2004), UWG Einl, 2.12.

51 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, 15.
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Finally, Section 10 of the UWG 2004 contains a new remedy. This highly controver-
sial section® enables the plaintiff to order a skim-off of extra profits™ gained by the
defendant at the expense of a multitude of customers in the case of unfair competition.
The defendant must remit this skim-off to the public treasury. This remedy may prove
particularly effective in cases where the damage has been spread out over a multitude
of consumers.>* A single consumer, especially if he has suffered only minor damage,
less than the ‘de minimis threshold’, will in those cases not institute proceedings since
the litigation costs will outweigh his claim. Under Section 10, certain consumers’ and
traders’ organizations are allowed to bring an action against the offender(s).”

4.3  SCOPE OF PROTECTION
4.3.1 Scope of the UWG 1909

Although the UWG 1909 at the end of its ‘lifetime’ included the protection of consum-
ers in addition to the protection of competitors, it did not contain a provision that
explicitly acknowledged this extended scope of protection. Section 1 of the UWG 1909
stated that:

‘Injunction proceedings and claims for damages may be brought against anyone who, in the course
of trade and for the purposes of competition, resorts to improper practices’>

According to this Section, most of the rules of the UWG 1909 only applied to acts that
were performed in the course of trade.’” Something was performed in the course of trade
if it served the promotion of business interests, not necessarily one’s own.*® This term
had to be broadly interpreted. Although it did not extend to purely private or official
acts, it covered artists, academics, and independent professionals such as lawyers,

52 See for the discussion inter alia Sack, WRP 2003, 549; Stadler/Micklitz, WRP 2003, 559;
Wimmer-Leonhardt, GRUR 2004, 12. One of the points raised was whether acknowledging such
an action would impede the freedom of competition, because it would be possible not only to deal
with wrongdoers, but also with honest traders that use innovative and aggressive marketing.

53 The German term ‘Gewinnabschopfung’ is somewhat difficult to translate. I have chosen the
terminology ‘skimming-off extra profits’, but one could also use the following terms: ‘surrender
of profits’ or ‘syphoning-off profits’.

54 Henning-Bodewig, GRUR 2004, p. 719.

55 Seesub § 4.3.3.

56 For the original German text version, see supra 19.

57 That was §§ 1, 3, 5, 6a, 6b, 6¢, 12 and 18 UWG 1909.

58 Baumbach/Hefermehl, 22d edition (2003), UWG Einl, No. 208.
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architects, or doctors.” The state could perform an act in the course of trade as well,
providing that it established a competitive relationship within the scope of private law,
even if there was no profit motive.*

Secondly, to fall within the scope of the UWG 1909, the acts concerned had to be
performed for purposes of competition.®' German doctrine makes a distinction between
an objective and a subjective point of view.®> From an objective point of view, the
market behaviour should lend itself to increasing a person’s sales or revenue at the
expense of another. Subjectively, one must infend to reach this goal by means of the
market behaviour concerned. A competitive relationship between the two market parties
involved was required.®

As a consequence of this narrow field of application, the UWG 1909 was mainly
applicable to the behaviour of competitors, in other words: enterprises. This could be
deduced from the original function of the UWG 1909: the protection of the individual
competitor.® The requirement of a competitive relationship, especially in the case of the
application of Sections 1 and 3 UWG 1909, has over the course of time been increas-
ingly criticised.® As a result, the scope of protection has been expanded ever since, and
during the last few decades it has included the protection of other market parties,*
consumers and the general public as well. Although this expansion has been adopted in
doctrine as well as in case law,?” there was no sign of this in the wording of Sections 1
and 3 UWG 1909.

4.3.2 Scope of the UWG 2004

Under the UWG 2004, as mentioned above, the Schutzzwecktrias®® has been explicitly
stipulated. Section 1 of the UWG 2004 now reads:

59 Lehmler, Das Recht des unlauteren Wettbewerbs/Eine systematische Darstellung, 1st ed.,
Neuwied, Kriftel: Luchterhand 2002, p. 10.

60 BGH (GSZ) GRUR 1977, 51 , 52 f. (Auto-Analyzer); BGH GRUR 1982, 425, 427 (Brillen-
Selbstabgabestellen); BHG GRUR 1993, 917, 919 (Abrechnungs-software fiir Zahnirtze); BGH
GRUR 1995, 601, 602 (Bahnhofs-Verkaufstellen).

61 This criterion is stated in §§ 1, 3, 6b, 12, 14, 17, 18 and 20 UWG.

62 See e.g. Baumbach/Hefermehl (2001), UWG Einl, No. 215 et seq.; Lehmler (2002), p. 12 ff;
Kohler/Piper (1995), Einf Rdn 167.

63 V. Gamm, p. 227, Rdn. 30.

64 Baumbach/Hefermehl (2001), Einl UWG Rdn 41.

65 See e.g. Baumbach/Hefermehl, 22d edition, UWG Einl. 247; Emmerich (2002), p. 28 ff.

66 This development is often expressed as the advancement of individual protection for social pro-
tection. See e.g. G. Schricker, Hundert Jahre Gesetz gegen den unlauteren Wettbewerb- Licht und
Schatten, GRUR Int 1996/04, p. 476.

67 Seee.g. BGH GRUR 1972, 553 (Statt Blumen Onk-Kaffee); BGH GRUR 1985, 550 (Dimple).

68 See supra 40.
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“This Act is meant to protect the competitors, the female and male consumers as well as all the
other market participants against unfair competition. It equally protects the interests of the public
to enjoy unalloyed competition’®

Section 1 thus stipulates that both the traditional acts of unfair competition, that regulate
behaviour between competitors, fall within the UWG 2004, as well as the more ‘mo-
dern’ acts of unfair competition that serve to protect the interests of the consumer as
well. By way of this Section, the UWG 2004 clearly corresponds with the EC Directive
on Misleading Advertising that contains a similar provision. When referring to consum-
ers, the UWG 2004 uses the definition of consumers as used in EC law, namely of the
‘average consumer’. In section 5.2 below, I will address what the German courts have
determined to be an ‘average consumer’.”

Not every act of unfair competition is actionable under the UWG 2004. First of all,
the allegedly unfair act must be an ‘act of competition’. Section 2(1) UWG 2004
defines, as I have mentioned earlier,”" what is an act of competition. The prerequisite
of an ‘act of competition’ basically resembles the criterion used in the UWG 1909 that
required an act committed ‘in the course of business activity and for purposes of
competition’.” Secondly, the general clause embodied in Section 3 UWG 2004 requires
the party who seeks redress to prove that the defendant, by acting unfairly, was acting
to his disadvantage. So not the unfair behaviour itself is tackled, but the unfair behav-
iour that is detrimental to the interests of one of the parties protected by the UWG
2004.” Does this mean that the interests of a single consumer who has suffered damage
fall within the scope of protection of the UWG 2004? Since the law explicitly mentions
consumers (in the plural) and not ‘a consumer’ one could begin to doubt whether it also

69 Section 1 UWG (‘Zweck des Gesetzes’) states: ‘Dieses Gesetz dient dem Schutz der Mitbewerber,
der Verbraucherinnen und der Verbraucher sowie der sonstigen Marktteilnehmer vor unlauterem
Wettbewerb. Es schiitzt zugleich das Interesse der Allgemeinheit an einem unverfélschten
Wettbewerb.’

70 See also Lettl, Der Schutz der Verbraucher nach der UWG-Reform, GRUR 2004, p. 449 et seq.
who describes what is an ‘average consumer’ with regard to German law, European law as well
as compared to other Member States of the EU. He proposes to attune this criterion, according to
the types of goods or services that are advertised. See Lettl (2004), p. 454. Cf. Lettl, Die
wettbewerbswidrige Ad-hoc-Mitteilung, ZGR 2003, p. 862.

71 See supra 4.2.5.

72 The new criterion of ‘act of competition’ is better attuned to the EC Directive on Misleading
Adpvertising. Cf. Kéhler/Bornkamm/Henning-Bodewig, WRP 2002, 1317; Harte-Bavedamm/
Henning-Bodewig/Keller (2004), § 2, 4 et seq.; Baumbach/Hefermehl (2004), § 2, 3. See how-
ever, as to the requirement of the ‘Wettbewerbsverhéltnis’ (‘competitive relationship’) critical:
Keller in: Harte-Bavedamm/Henning-Bodewig/Keller (2004), § 2, 16 et seq. who states that under
European law no actual competitive relationship is required and it thus seems like German law
by setting this requirements, presupposes the presence of a ‘particularly intense competitive
situation’.

73  Lettl, GRUR 2004, p. 450.
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seeks to protect the single consumer. Despite the — in this respect — indistinct wording
used in Section 3 UWG, it is nonetheless beyond all doubt that the UWG 2004 is
applicable when a single consumer has been harmed, as long as the act of unfair
competition touches upon the interests of consumers as a whole.” This can be derived
from the fact that various provisions of the UWG 2004 relate to the single consumer.”

The inclusion of consumer protection in the UWG 2004 does not mean that the
consumer de facto receives full protection against acts of unfair competition under the
UWG 2004. For this not only requires the presence of substantive law on unfair compe-
tition for the protection of the consumer, but also a possibility for the consumer to
actually ‘exercise’ his or her rights. In the next section, I will address the remedies that
are possible under the UWG 2004, and whether the consumer is entitled to any of them.

4.3.3 Remedies under the UWG 20047

There are various legal remedies available to a party who has suffered damage because
of an act of unfair competition.”” First of all, under Section 8 UWG 2004 the injured
party may file for injunctive relief, by requiring the offender to abate the nuisance
(‘Beseitigungsanspruch’) or, if there is danger of repetition, to refrain from acting
(‘Unterlassungsanspruch’). Actual damage is not a prerequisite, it is sufficient to prove
the likeliness of damage.” Injunctive relief is expeditiously enforceable by a prelimi-
nary injunction.” According to Section 8(3) UWG 2004 injunctive relief may be filed

74 Tbid.

75 E.g. Section 4 and 7 UWG 2004.

76 See for an analysis, Harte-Bavedamm/Henning-Bodewig/Beckedorf (2004), § 8 UWG.

77 In addition to the remedies mentioned in this paragraph, a plaintiff may have in certain cases
special remedies that are available to him. E.g. in case of unlawful imitation, the plaintiff can
institute a claim on the account of unjust enrichment (in general, however, unfair competition
does not allow such a claim), see Fezer/Gotting (2005), § 4-10, 76. Next, he can claim for
damages by use of the so-called ‘triple damage calculation’. This means he can claim (1) special
damage, (2) a fair licence fee, (3) or damages based on account of profits, see Baumbach/ Hefer-
mehl/Kohler, § 9, 1.36 et seq. Additionally he can claim for third party discovery, based on § 242
BGB, see Fezer/Gotting (2005), § 4-10, 77. In case of unlawful imitation, the plaintift will prob-
ably not be able to bring a claim for destruction of the imitated goods, since not the production
of the imitation as such but the putting of it on the market violates unfair competition law, see
Fezer/Gotting (2005), § 4-10, 78. See also Retzer, Einige Uberlegungen zum Vernichtungsan-
spruch bei der Nachahmung von Waren oder Leistungen, in: Festschrift fiir Dr. Henning Piper,
Beck: Munich 1996.

78 In this case the party who feels that he will be harmed, can file for ‘preventive’ injunctive relief.
See Harte-Bavedamm/Henning-Bodewig/Beckedorf(2004), § 8,23 et seq.; Baumbach/Hefermehl
(2004), § 8, 1.15 et seq.; Fezer (2005), § 8, 76 et seq.

79 Cf. Section 12 UWG 2004 and Sections 935 and 940 ZPO (German Code of Civil Procedure).

160



German Unfair Competition Law

by direct competitors,* trade associations,*' consumers’ associations,* Chambers of
Industry and Trade and Chambers of Crafts.*® The threshold for trade associations and
consumers’ associations for bringing an action for unfair competition has been lowered.
Under the UWG 1909, these associations had to prove that the allegedly unlawful acts
were liable to significantly impair competition on the market.* Under the new law, the
associations only have to prove that these acts are liable to have more than an unsub-
stantial impact on competition.* In contrast to the UWG 1909, that allowed competitors
to bring proceedings even when they were merely ‘conceptually affected’,* only com-
petitors that have a direct competitive relationship with the wrongdoer are authorised
to bring proceedings under the UWG 2004.*" In addition to this, a competitor can claim
damages under Section 9 UWG 2004, provided the wrongdoer has acted intentionally
or negligently.® The competitor can claim compensation for actual damage, for lost
profits, or he can demand an adequate licence fee.*” The consumer associations” cannot,
however, lodge a claim for damages, because they have not suffered damage’' them-

80 Section 8(3)(1) UWG 2004.

81 Section 8(3)(2) UWG 2004. The objective of trade associations is to protect the individual
competitor and the general public against unfair trade practices. These associations may bring an
action for unfair competition under the UWG, provided the interests of their members are
affected. See BGH, GRUR 1956, 279 (Olivin); BGH GRUR 1960, 379 (Zentrale); BGH GRUR
1964, 397-398 (Damenmintel).

82 Section 8(3)(3) UWG 2004. These are the so-called qualified entities, that have been listed
pursuant to Article 4 of the EC Injunction Directive 98/27/EC of 19 May 1998 and Article 4 of
the Injunctive Relief Act (Unterlassungsklagengesetz, UKIaG).

83 Section 8(3)(4) UWG 2004.

84 Section 13(2) UWG 1909.

85 Section 3 UWG 2004. See Heidenreich, The New German Act Against Unfair Competition,
German Law Archive, 2005, accessible at: http://www.iuscomp.org/gla/literature/heidenreich.htm,
footnote 64.

86 Section 13 (2)(1) UWG 1909. The option of appealing to industry or competition associations was
deemed to provide adequate protection to competitors not directly affected by the allegedly unfair
practices. See the Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487,
22.

87 Henning-Bodewig, GRUR 2004, p. 719.

88 The liability of a newspaper publisher is however limited to cases of wilfulness (intent). See
Section 9 UWG 2004.

89 Nordemann, Wettbewerbsrecht und Markenrecht, 10th ed., Nomos-Verlag: Baden-Baden 2004,
1886-1893.

90 Also not the trade associations and Chambers of Industry and Commerce or Craft Chambers.

91 Besides, for practical reasons the claim for damages is said to be of minor importance to German
competition law. Proof of fault is required as well as the occurrence of the incidence of loss and
the calculation of the damages. See Henning-Bodewig, Die Regelung der Zivilrechtligen Sanktio-
nen im UWG, in: Straus, Aktuelle Herausforderingen des geistigen Eigentums, Festgabe fiir
Friedrich-Karl Beier zum 70. Geburtstag, Carl Heymanns Verlag KG: Cologne 1996, p. 528.
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selves. It has been argued, that an opportunity to claim for the damage sustained to their
members as third party damage would be preferable.’

Prior to filing for injunctive relief, the injured party has to issue a warning notice
(‘Abmahnung’) to the wrongdoer.” The legal concept of the warning notice is of
extreme importance to German legal practice, since an estimated 90-95 % of all acts of
unfair competition are settled out of court in this way.”* By way of this notice, the
wrongdoer is offered the possibility to settle the legal proceedings by signing an affi-
davit containing a declaration of discontinuance, with an appropriate penalty clause.”
The issuer of the warning notice may claim the reimbursement of the necessary ex-
penses incurred in this issuing,” if the warning notice is legitimate.”” This possibility
has led to various critical voices in the literature.”® Various authors feared an abuse of
the warning notice by traders and trade associations in order to profit from the reim-
bursement of the ‘necessary’ expenses. The legislator has given in to these objections
by drafting Section 8(4) of the UWG 2004. According to this provision, it is illegal to
issue a warning notice, when this notice is issued abusively under the circumstances and
mainly serves as a claim for expenses.”

Under Section 12 (3) UWG 2004 the courts can authorise the prevailing party, when
the legitimate interest of this party is demonstrated, to publicly publish the judgement
at the expense of the loser. The courts, when deciding whether to authorise such a
publication, will strike a balance between the interests of the prevailing party and the
interests of the loser.'” Finally, Section 10 UWG 2004 has introduced the action for

92 Cf. Rittner, Wettbewerbs- und Kartellrecht, Miiller: Heidelberg 1999, p. 104.

93 Section 12 UWG. The procedure is roughly as follows: a party, e.g. a consumer organisation,
issues a warning notice [Unterlassungsklage] to the assumed wrongdoer. Attached to this letter
is a contract which contains a declaration of discontinuance with a penalty clause, and also a
notice to pay for the cost of the warning notice. The assumed wrongdoer can choose to comply
with the demand and pay the cost of the warning notice, or to refuse and to allow the complainant
to bring the matter to court.

94 Fezer (2005), volume 2, § 12, 2.

95 See for more on this topic, Kaiser, Die Vertragsstrafe im Wettbewerbsrecht, Schriftenreihe zum
gewerblichen Rechtsschutz, GWR Band 106, XX VIII, Carl Heymanns Verlag AG: Cologne 1999,
264 pp.

96 Section 12(1) UWG.

97 Asitis stated in Section 12(1) UWG: ‘Soweit die Abmahnung berechtigt ist, kann der Ersatz der
erforderlichen Aufwendungen verlangt werden’. The warning notice must be issued by a person
who is entitled to injunctive relief (Unterlassungsanspruch) and whose interests are at stake.
Additionally, there must be the likeliness of a repetition of the offence. Whether the warning
notice is issued legitimate will probably be for the courts to decide. See Fezer (2005), § 12, 46.

98 See e.g. Albrecht, WRP 1983, 540 et seq.

99  One could also argue that abusively issuing a warning notice constitutes an act of unfair competi-
tion under § 4(1) UWG 2004, that prohibits any acts of competition that are likely to influence
the consumer in his/her free choice by exerting pressure on him or her.

100 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, 25.
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skimming-off extra profits, as set out above in section 4.2.5. Such an action may be
brought by trade associations, consumers’ associations, Chambers of Industry and
Trade, and Craft Chambers, though not by individual competitors or consumers.

It is important to realize that the individual consumer cannot take any action under
the UWG 2004 himself. Under the UWG 1909, the consumer had the possibility to
withdraw from a contract in the case of unlawful misleading advertising.'”' In practice,
this right was hardly exercised. The German government therefore decided not to
include such a provision in the UWG 2004. Instead, it was held that inter alia an action
based on nonconformity under § 434 (1)(3) BGB (German Civil Code) would be more
appropriate.'” So, in this respect, it is better to refer to the UWG 2004 as offering in-
direct consumer protection. This does not necessarily mean, though, that there is a low
level of consumer protection. What is more, some aspects of this system of placing legal
power with consumers’ associations can be said to even increase the level of consumer
protection. The well-informed and strictly organised consumer associations have more
leverage and resources for instituting legal proceedings against a company, than a single
consumer. Besides, they do not have to prove the infringement of a particular consu-
mer’s interest. That their own interests and competence have been affected is a suffi-
cient ground for legal action.'” So they have many opportunities to take legal action.
Nevertheless, as expressed above, they do not have the possibility to lodge a claim for
damages.

If consumer associations cannot claim for damages, can the consumer do so himself?
As expressed above, the consumer cannot take action against an infringer under the
UWG 2004.""* Whether he can claim for damages under the general tort provisions of
the BGB is not clear. While the UWG 1909 was still in force, the point was, in particu-
lar, whether the consumer could take action under § 823 II BGB (the main tort provi-
sion) in the case of a misleading statement as defined in Section 3 UWG 1909.'” Most

101 According to § 13a UWG 1909, the consumer did have the right to withdraw from a contract,
when he had been misled, as defined in § 4 UWG 1909, by the advertisement of the seller. This
right ended by the lapse of 6 months after entering into the sales contract. The burden of proof
mainly fell upon the consumer. See Henning-Bodewig, Die Regelung der Zivilrechtlichen
Sanktionen im UWG, in: Strauss (ed.), Aktuelle Herausforderungen des Geistigen Eigentums —
Festgabe fiir F-K Beier zum 70. Geburtstag, Carl Heymanns Verlag 1996, p. 533 and Rittner,
Wettbewerbs- und Kartellrecht, p.104-105.

102 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, 14/15.

103 Fezer (2005), Volume 2, § 8, 221 et seq.; Harte-Bavendamm/Henning-Bodewig/Bergmann
(2004), § 8, 299 et seq.; Baumbach/Hefermehl (2001), § 8, 3.56 et seq.

104 See also Fezer, WRP 2003, 127-128.

105 See for acomprehensive analysis: Schaffernak, Das wettbewerbsrechtliche Vertragslgsungsrecht
nach § 13 a UWG, Rechtswissenschaftliche Forschung und Entwicklung, Munich: 1992, 244 pp.
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authors believed this issue to be open to doubt.'” § 823 I1 BGB was most likely not
applicable because the UWG 1909 contained special regulations that provided for
liability for damages. Since the individual consumer was not included in the area of
protection under the UWG rules, it therefore remained to be seen whether Section 3
UWG 2004 was a ‘protective law’ (the violation of which entitles a victim to receive
damages) in accordance with § 823 Il BGB. The fact that in the amendment to the UWG
1909 of 1986, the legislator explicitly'®” chose to restrict the claims of individual
consumers to a single right to withdrawal, indicated nonetheless that there was no claim
for damages under the general tort provisions of the BGB.'® Under the UWG 2004, this
issue has been clarified. It is now clear that Section 3 UWG is not a ‘protective law’
within the meaning of § 823 II BGB.'” It is, therefore, not possible to ‘use’ § 823 II
BGB as a detour to justify a claim for damages for an individual consumer. Besides, it
should be stated that the question of the possibility of a claim for damages for the
individual consumer is of limited relevance. In most cases, the consumer has not
suffered any damage, so contractual claims''® or a claim under the Product Liability Act
are more likely to bring relief. The German government has similarly abstained from
introducing a right for the individual consumer to file for injunctive relief. Giving a
consumer such an individual means of action would lead to ‘tax payer’s suits’, and,
consequently, to a great deal of pressure on businesses as well as on the courts.''' In
short, the UWG 2004 primarily protects the collective interests of the consumer by way
of recognising the right of certain consumers’ organisation to bring legal proceedings.

106 See Baumbach/Hefermehl (2001), Einl., Rdn 43 and § 3 Rdn 440; Canaris, Festschrift Larenz,
1983, p. 69; Fricke, GRUR 76, p. 680; Tilmann, ZHR 141 (77), 32-37; GroBkommentar UWG,
Kohler § 13a RDN 67 [90] et seq.; Henning-Bodeweg, Die Regelung der Zivilrechtlichen
Sanktionen im UWG (1996), p. 533; Rittner, Wettbewerbs- und Kartellrecht, p. 104. Of an
opposite view see Sack, Deliktsrechtlicher Verbraucherschutz gegen unlauteren Wettbewerb,
NIW 1975, 1303 et seq.; Schricker, GRUR 1975, p. 111-120; Traub, GRUR 1980, p. 673 et seq.

107 After much debate in legal literature, see e.g. Schricker, Zur Reform des Gesetzes gegen den
unlauteren Wettbewerb. Schadensersatzanspriiche der Abnehmer und Riicktritt vom Vertrag bei
irrefithrender und unlauterer Werbung, GRUR 1979, 1 et seq.; Michaeli, Zur Regelung der
Abnehmerrechte in der UWG-Novelle, GRUR 1979, 8 et seq.; Krieger, Zur Kritik an der UWG-
Novelle, GRUR 1979, 14 et seq.

108 See also BGH 14 May 1974, GRUR 1975, 150 (Priifzeichen) and BGH NJW 1983, 2493-2494.

109 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 22.

110 E.g. if there is a case of misleading advertising: under §§ 119 (voidability on the ground of
mistake) and 123 (voidability on the ground of deceit and duress) BGB, or a claim based on
nonconformity under § 434 (1)(3) BGB. See for an analysis of the possibilities under civil law,
Baumbach/Hefermehl (2004), § 8, 3.4 and § 1, 34; Kohler, GRUR 2003, 267; Weiler, WRP 2003,
425; Engels/Salomon, WRP 2004, 33.

111 See Harte-Bavendamm/Henning-Bodewig/Bergmann (2004), § 8, 258 et seq.; Kohler in Baum-
bach/Hefermehl (2004), § 8, 3.4 who argues that the introduction of such a right to take action
would be illogical. He claims that if there is a ‘protection deficit’ it should be addressed within
civil law, not (unfair) competition law. See also Fezer (2005), § 8, 182 et seq.
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So the UWG 2004 does not provide the individual consumer with a means of action, nor
does it contain a specific duty to furnish information, a ‘class action’ or specific
provisions on a right to withdrawal.''> For reasons of individual consumer protection,
an action for damages, for example by way of reference to § 823 II BGB in the UWG,
would nonetheless be preferable.

4.4  CLASSIFICATION OF ACTS OF UNFAIR COMPETITION

As has become clear from the preceding paragraphs, Germany forms part of the group
of countries that have adopted Lex Specialis approach and have thus drafted special
provisions for unfair competition law. The German UWG Act contains one general
provision and several additional specific provisions. An attempt to classify German
unfair competition law has often been made in the literature, since the structure of the
different sections of the UWG itself is not suited for use as a classification.

Kohler introduced the first notable systematic classification in 1914.""* He distin-
guished between misleading actions and hostilities. The first category is subdivided into
objective deceptive statements with respect to the vendor or its choice of products, and
the subjective use of means of identification. By hostilities he meant disparagement,
betrayal of secrets, bribing and hostile obstruction in the course of business. This
approach focuses on the aim of the unfair trade practices. Different authors have refined
the Kohler system."'* Most of them divide the subject-matter into three or four parts.

The classification proposed by Hefermehl'"> has become customary in this field.""®
It is based on the type and course of the unfair trading practice as well as the specific
interests that are at stake. He classified five different groups of anti-competitive acts as

112 Cf. Henning-Bodewig, GRUR 2004, 719; Sack, WRP 2003, 549; Stadler/Micklitz, WRP 2003,
559; Wimmer-Leonhardt, GRUR 2004, 12.

113 Kohler, Der Unlautere Wettbewerb, Berlin 1914, Verlag Rothschild, p. 24 et seq., p. 104 et seq.
and p. 235 et seq.

114 See e.g. Callmann, Der unlautere Wettbewerb, Kommentar zum Gesetz gegen den unlauteren
Wettbewerb, 2d edn. 1932, p. 20; Emmerich (2002), p. 57-58; Fezer in RWW -Rechtsfragen in
Wettbewerb und Werbung-, 3.0 No. 120-129; Fikentscher, Wirtschaftsrecht 11, § 22 X1 6; Kraft,
Interessenabwigung und gute Sitten im Wettbewerb, Miinchen: Beck 1963, p. 272 et seq.; Ner-
reter, Allgemeine Grundlagen eines deutschen Wettbewerbsrecht, WbRechts, 1936, p. 102 et seq.;
Nordemann, Wettbewerbs- und Markenrecht, 8th edn. 1996, p. 35 et seq.; Schiinemann (arr.),
Jacobs, Lindacher and Teplitzky (ed.), UWG Grokommentar, Walter de Gruyter & Co, Berlin
1991, Introd. No. D 137 et seq.; Ulmer, GRUR 1937, 769 (771).

115 Baumbach/Hefermehl (2001), p. 257 et seq.

116 See e.g. Lehmler (2002), p. 20; Emmerich (2002), p. 57; Ackermann, Wettbewerbsrecht: Unter
Bertiicksichtigung europarechtlicher Beziige, Berlin: Springer 1997, p. 48; Kohler/Piper (1995),
p- 96; Klippel e.a., Heidelberger Kommentar zum Wettbewerbsrecht, p. 34; Rittner, Wettbewerbs-
und Kartellrecht, p.32.
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acts of unfair competition. These are touting for custom, the obstruction of a competitor,
the exploitation of another’s achievements, obtaining a head start by a misapplication
of the law and market disruption. This group of anti-competitive acts may be assessed
against the first section of the UWG 1909, the general clause, or under the UWG 2004,
against the general clause of Section 3 in conjunction with the specific Sections 4-7.

4.5 THE GENERAL CLAUSE
4.5.1 Introduction

Both the UWG 1909 and the UWG 2004 feature a general clause that contains a general
description of behaviour that is assumed to be unlawful. These Acts however differ in
the terminology used for describing the unlawful behaviour. In the next two sections,
I will look at the constructions that have been applied to these two terms.

4.5.2 UWG 1909 - ‘guten Sitten’

The general clause of Section 1 UWG 1909 prohibited acts that were found to be
contrary to honest practice, or as it is formulated, the ‘guten Sitten’ (bonos mores, good
morals). This Section worked inter alia as an umbrella section under which supplemen-
tary protection could be given to industrial property rights once a breach of the guten
Sitten had been established.''” What the legal notion of guten Sitten should be taken to
mean was not clear in view of the wording of the UWG 1909.'"* Case law was given the
task of interpreting this legal concept. As a matter of fact, since the entry into force of
the UWG 1909, case law had developed a very comprehensive, detailed and, even for
the specialist, barely surveyable system of standards of conduct. This led to a vast body
of judge-made law. It was and still is therefore not correct to classify the German legal
system as one that is solely influenced and built up by the legislator. While the legisla-
tion on unfair competition in Germany serves as a legal basis, the case law provides for
conversion and adaptation to actual cases in practice. This makes the German system
almost as flexible as the English one.

It is important to distinguish between the legal term guten Sitten as it was used in
Section 1 UWG 1909 and as it is used in §§ 826 and 138 BGB.'" It does not have the

117 Kamperman Sanders (1997), p. 57.

118 As for the Roman law origin of this term guten Sitten (bonos mores), see v. Ihering, Der Zweck
im Recht Bd. I, 2d Ed. 1886, p. 1 et seq.; Lobe, Gruchot 72 (1932), p. 145 et seq.

119 §138 lit. 1 BGB states: ‘Ein Rechtsgeschdft, das gegen die guten Sitten verstoft, ist nichtig’,
translated: ‘A legal transaction which offends good morals is void’. § 826 BGB states: ‘Wer in
einer gegen die guten Sitten verstofsenden Weise einem anderen vorsdtzlich Schaden zufiigt, ist
dem anderen zum Ersatze des Schadens verpflichtet’. Translation see sub 15.
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same meaning, because, first of all, the objective differs. § 138 BGB deals with a legal
act, § 826 intentional damage or injury and Section 1 UWG 1909 a competitive act in
the course of trade. This difference affects the assessment criterion. Secondly, the legal
effect of these sections is not the same. The legal effect of an infringement of § 138
BGB is the nullity of a juristic act, in the case of an infringement of § 826 BGB the
obligation of indemnification and in the case of an infringement of Section 1 UWG
1909 the obligation of omission and — by fault — of indemnification. However, an
infringement of the competitive guten Sitten, albeit while entering into an agreement,
does not by right imply the nullity of the agreement. Finally, these sections differ in
their function. § 138 BGB sets limits on the freedom of citizens to enter into a juristic
act and give substance to it.'** § 826 BGB protects the individual against damage which
is intentionally inflicted and against the guten Sitten. Section 1 UWG 1909, by compari-
son, protected the fairness of competition in the interest of the competitor, the consumer
and the general public. From this it could be concluded that no uniform concept of guten
Sitten existed.””' The concept was determined by its function.'” An infringement of
Section 1 UWG 1909 did not necessarily entail an infringement of § 138 BGB.'*

However, the basic principle underlying these different interpretations of guten
Sitten was the same. Because of the fact that § 826 BGB preceded Section 1 UWG
1909, the construction of the general clause in Section 1 UWG 1909 was based upon
the interpretation of § 826 BGB. The German Imperial Court had developed a common
standard of decency. As a criterion for guten Sitten when there is a case of disloyal
impairment in competition, the judges of the Imperial Court extracted from the prevail-
ing societal views the ‘Anstandsgefiihl aller billig und gerecht Denkenden’.'** Case law
adjusted this general criterion to those cases under Section 1 UWG 1909. According to
the case law of the German Federal Supreme Court (BGH) there was a violation of the
guten Sitten when:

120 See for the function of § 138 BGB int. al. Medicus (1994), Rnn. 679-680 (pp. 250-251); Mayer-
Maly, in: Miinchener Kommentar zum Biirgerlichen Gesetzbuch, 3th ed., Munich: Beck 1993,
§ 138, Rnn. 1-3; Van Kooten, Restitutierechtelijke gevolgen van ongeoorloofde overeenkomsten,
p. 133.

121 See also Baumbach/Hefermehl (2001), UWG Einl. No. 69, p. 222; Schricker, Gesetzesverletzung
und Sittenverstoss: Rechtsvergleichende Untersuchung zur wettbewerbsrechtlichen Haftung bei
Verletzung auflerwettbewerbsrechtlicher Normen (diss. Munich), Munich: Beck 1970, pp. 248-
275; Teubner, Standards und Direktiven in Generalklauseln: Moglichkeiten und Grenzen der
empirischen Sozialforschung bei der Prézisierung der Gute-Sitten-Klauseln im Privatrecht,
Frankfurt am Main: Athendum 1971, p. 62; Vogt, NJW 76, pp. 729-730; Sack, GRUR 70, pp.
493-502; Fikentscher, Wb, p. 108.

122 Baumbach/Hefermehl (2001), UWG Einl, No. 69, p. 222.

123 BGH 110, p. 156-174 (HBV-Familien- und Wohnungsrechtsschutz).

124 “The sense of decency of all fair and righteous minded people’.
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‘(...) ein Wettbewerbsverhalten dem Anstandsgefiihl der redlichen und verstiandlichen Mitbewer-
ber widerspricht oder von der Allgemeinheit, insbesondere von den angesprochenen Verkehrskrei-
sen, miBbilligt und fiir untragbar angesehen wird.”'*

So, the criterion as used under the UWG 1909 was whether the competitive conduct
conflicted with standards of decency as experienced by the honest and comprehensible
competitor or was viewed by the general public, in particular by the addressed target
groups, as disapproved of or intolerable. Crucial was what is supposed to be fair or
unfair according to the gufen Sitten, so not based upon the prevailing opinion in
society.'” A deplorable custom, which has become integrated, could consequently not
turn the balance.'”’

It followed from Section 1 UWG 1909 that each competitive act contrary to the
guten Sitten was unfair. This did not mean, however, that each unfair competitive act
— under the UWG — was in violation of the guten Sitten. In addition to the general
clause, a specific group of unfair competitive acts were regulated in other sections of
the UWG (Sections 2 UWG et seq.). For an infringement of one of these provisions the
condition of a violation of the guten Sitten was not considered to be a requirement.'®
These additional provisions — e.g. comparative advertising (Section 2 UWG 1909) and
illicit advertising, including misleading (Sections 3-8 UWG 1909) — did not exclude
ancillary protection by Section 1 UWG 1909. The general clause nevertheless did not
apply in cases where the special provision was of an exclusive nature.'*

In order to specify Section 1 UWG 1909 more particularly, a final distinction was
made between Leistungs- and Nichtleistungs-wettbewerb.”** Both of these types of
competitive behaviour pursue the same goal: the active pursuit of customers. The first
is a type of positive competition, where a company augments its sales potential by
employing its own resources and achievements. The different competitors can offer their
goods on the market without any restrictions, and the consumer can freely make his
choice. On the other hand, in the case of Nichtleistungs-wettbewerb, one tries to expand
one’s business by obstructing one’s competitors (‘Behinderung’). In this case a com-
pany uses means that make it impossible for the consumer to compare and distinguish
between the achievements of the different competitors. This distinction in the type of

125 ‘[There is a violation of the guten Sitten in case] a trade practice violates the sense of decency of
the honest and intelligible competitor or is frowned upon or regarded as intolerable by the general
public, in particular by the target group that is addressed by it’. See BGH GRUR 1988, 614, 615
(BTX —Werbung); BGH NJW 1995, 2486, 2487 (Busengrapscher/Schliipferstiirmer).

126 BGH NJW 1995, 2492, 2493 (H.I.V. Positive).

127 Baumbach/Hefermehl (2001), Einl. UWG Rn 66, p. 220.

128 Baumbach/Hefermehl (2001), Einl. UWG Rn 65, p. 220.

129 BGH WRP 1998, 1181, 1182 (MAC Dog).

130 See the expert opinion of Nipperdey in the Benrather Tankstellen case (RG 134, 342) in: Nipper-
dey, Wettbewerb und Existenzvernichtung, 1930. Cf. BGHZ 15, 356 (365), NJW 1955, 377;
BGHZ 51, 236 (242), NJW 1969, 744 (Stuttgarter Wochenblatt).
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competition could serve as an indication as to what is fair or unfair."*' It could, however,
only be used as a basis for the valuation of guten Sitten. In most cases of competitive
behaviour involving the use of one’s own performances, even at the disadvantages of
a competitor, the behaviour will be considered to be fair. Vice versa, entering into
competition without the use of one’s own performances but solely by obstructing a
competitor’s business, will usually lead to unfairness. However, special circumstances
could lead to different results. This use of a distinction between performance and non-
performance competition for determining whether there has been a violation of the
guten Sitten, has nevertheless been criticized."”* There was a real possibility that the
vague legal concept of guten Sitten was just being replaced by another. For example,
it was difficult to specify what a performance of a company actually is, certainly from
a legal point of view.

4.5.3 UWG 2004 — ‘Unlauterkeit’

As we have seen above, supra § 4.2.5, the criterion of guten Sitten, as used under the
UWG 1909, has been replaced in the UWG 2004 by the criterion of ‘Unlauterkeit’
(unfairness). This substitution was made in order to bring the UWG more into harmony
with EC law. Besides, the term guten Sitten had become a little antiquated in legal
parlance, since it focused too much on immorality.'** This brings us to the question
whether the guten Sitten test is equivalent to the new test of ‘unfairness’. As was the
case with the criterion of guten Sitten, the German legislator has decided to refrain from
giving a precise definition of what is deemed to be unfair. The legislator has, neverthe-
less, substantiated the term ‘unfairness’ by drafting in Sections 4 to 7 UWG 2004
various specific types of behaviour that are deemed to be unfair. Behaviour that is not
actionable under Sections 4 to 7, as I have shown above, is only actionable under the
general clause when these Sections leave room for additional protection under the
general clause. The general clause of Section 3 UWG 2004, as an independent ‘source
of law’, has a very narrow scope since most of the cases are dealt with under Sections
4 to 7. So the criterion of unfairness , similar to the guten Sitten, is on the one hand wide
in scope since it includes behaviour that is unfair under Sections 4 to 7 of the UWG
2004, but within the confines of Section 3 it has a very limited scope. While the

131 Baumbach/Hefermehl (2001), Einl. UWG Rdn. 96 {f; Kohler/Piper (1995), UWG Einl. Rdn. 270;
Nordemann, Wettbewerbsrecht, Tz. 46; Emmerich (2002), p. 49, noot 48.

132 See e.g. Emmerich (2002), p. 49-50; Ohm/Roper, in: Seraphim and Piitz, Grundlegung
wirtschaftspolitischer Konzeptionen, Berlin: Duncker und Humblot 1960, 254, 279; Willeke, in:
Festschrift fiir Rieger, 1963, p. 158; Kirchberger, MuW 1933, 275; Kohler, Wettbewerbs- und
kartellrechtliche Kontrolle der Nachfragemacht, 1979, p. 24 et seq.; Merkel, BB 1977, 706; Merz,
Vorfeldthese, p. 268 et seq.; Meyer-Cording, JZ 1964, 273, 311 et seq.; Nerreter, Grundlagen
(1936), p. 82 et seq.; Steindorff, in: Summum ius, p. 77; Teubner, Standards (1971), p. 39 et seq.

133 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 16.
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criterion of guten Sitten had been elaborated in the case law and literature, the criterion
of unfairness has been largely elaborated by the codification of the previous case law
in Sections 4 to 7.

Whether certain behaviour is fair or unfair under Section 3 UWG 2004 is for the
courts to decide."** Under the UWG 2004, the courts are partly relieved of their duty to
determine whether the behaviour is unfair, when Sections 4 to 7 apply, since the vio-
lation of one of these provisions will automatically lead to unfairness. The courts are
very limited in their possibilities to award protection against behaviour that, although
not falling within the scope of protection of Sections 4 to 7 UWG 2004, is possibly
unfair under the general clause of Section 3 UWG 2004. However, the narrower the
application of Sections 4 to 7, the more room there will be for applying Section 3 UWG
directly.'*

It is therefore safe to say that under the UWG 2004, the general clause is not of a
vague nature, but instead has been precisely elaborated in the Sections that follow it.
The general clause therefore primarily functions as an important asset to the structure
ofthe UWG 2004, instead of it being of significant independent substantial importance.
In addition, it fits in nicely with recent EC legislation, in particular the EC Directive on
Unfair Commercial Practices.

4.6  MISLEADING THE PUBLIC
4.6.1 Introduction

Now that we have discussed some general concepts of the German UWG, it is time to
focus on some specific acts of unfair competition that are contained within the UWG.
The fifth section of the UWG, known as the ‘small’ general clause," applies to mis-
leading advertising. Section 5 UWG is largely based on its predecessor, Section 3 of the
UWG 1909, but also uses terminology that is very similar to the terminology used in the
EC Directive on Misleading Advertising. Section 5(1) states that:

‘It is unfair in terms of Section 3 to engage in advertising that is misleading’"*’

134 Federal Constitutional Court, GRUR 2001, 173; Explanatory statement to the UWG 2004,
Deutscher Bundestag, Drs. 15/1487, p. 16.

135 Cf. Omsels, WRP 2004, p. 136.

136 Cf. Schiinemann, WRP 2004, 925. However, under the UWG 2004, § 5 is not an independent
general clause, but merely an elaboration of the general clause of § 3 UWG 2004.

137 Section 5(1) (Irrefiihrende Werbung) states in German: ‘Unlauter im Sinne von § 3 handelt, wer
irrefithrend wirbt’.
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Section 5 prohibits any statements made in the course of trade and for the purpose of
competition, which are likely to mislead a substantial part of the target group. This
section does not exclude the application of Section 3 UWG. Making a misleading
statement can be classified as unfair competition as defined in Section 3 UWG. This
means, as a consequence, that the ‘de minimis threshold’, as stated under Section 3
UWG, is also applicable to Section 5 UWG."**

4.6.2 Prerequisites

For a breach of § 3 UWG the wrongful conduct of the advertiser has to meet certain
conditions. First of all, the misleading statement has to be made in the course of trade.
This implies wrongful conduct in the field of business, not being of a private or govern-
mental kind. Secondly, the statement should be made for purposes of competition. This
implies a wrongful act which may lead to an increase in a person’s sales revenue at the
expense of another person. In addition to this, the person who performs the wrongful act
should have the intention of improving his competitive position at the expense of
another person.'*’ Furthermore, the statement has to refer to any kind of circumstance
that is somehow able to promote commercial activity in competition.'*’

Section 5(2) UWG lists three groups of criteria for determining whether a statement
is misleading. These criteria refer to the product offered, the circumstances and condi-
tions of the offer, and the undertaking advertising the products.'*' In determining
whether an advertising statement is misleading under Section 5(2) UWG, account shall
be taken of all its features, and in particular of any information it contains concerning:

— the characteristics of goods or services, such as their availability, nature, execution,
composition, the method and date of manufacture or provision, fitness for purpose,
uses, quantity, specification, geographical or commercial origin or the results to be
expected from their use, or the results and material features of tests or checks carried
out on those goods or services;

— the occasion of the sale, the price or the manner in which the price is calculated, and
the conditions subject to which the goods are supplied or the services provided;

— the nature, attributes and rights of the advertiser, such as his identity and assets, his
ownership of industrial, commercial or intellectual property rights, his qualifications
or his awards and distinctions.

138 Harte-Bavendamm/Henning-Bodewig/Dreyer (2004), § 5, 234; Fezer (2005), Volume 2, § 5, at
450.

139 BGHZ 3, 270, 277 (Constanze I); BGh WRP 1981, 457-458 (Preisvergleich); BGH GRUR 1986,
812-813 (Gastrokritiker). See also Fezer (2005), § 5, 23.

140 BGH 30 Oktober 1963, GRUR 1964, 33-36 (Bodenbeldge).

141 Baumbach/Hefermehl/Bornkamm (2004), § 5, 1.79.
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The third section of the UWG applies to any statement, in the broadest sense of the
term. Unverifiable sales talk or pure value judgements fall outside the scope of this
section as long as there is no verifiable factual information.'** In all instances the
statement must be liable to influence a customer’s decision to contract. Finally, the
statement must be likely to mislead a substantial part of the target group. This require-
ment will be discussed in the next section.

4.6.3 Misleading

German case law has often proved to be rather protective towards the consumer,
especially in the case of misleading advertising. Until recently, a very high standard was
applied to consumer protection. The law reform that resulted in the UWG 2004, as well
as the case law of the ECJ, have seen a more liberal approach towards the regulation of
competition in general, and misleading advertising in particular. Over the years,
advertisements have quite frequently been considered misleading by the German courts.
To see whether a statement is misleading one has to determine the target group of the
statement in question. The search for a general model of a consumer, in the case of a
statement aimed at the general public, has become one of the main issues in this field
of law. For many years, the decisions of the Federal Supreme Court demonstrated the
application of a strict guiding principle. Decisive was whether the statement is likely to
mislead the ‘hasty, inattentive and uncritical consumer’.'* This criterion has been
criticized by several authors,'* who believe that the average consumer is underestimated
by the criterion. In its recent case law,'* the Federal Supreme Court has relented in this
tight criterion and has looked to ECJ case law that starts from the ‘average consumer

142 Lehmler (2002), p. 159.

143 BGH GRUR 1959, 365 (English-Lavendel); BGH GRUR, 1968, 433 (Westfalenblatt I1); GRUR
1969, 415 (Kaffeerosterei); BGH GRUR 1970, 425 (Melitta-Kaffee); BGH GRUR 1971, 365
(Worterbuch).

144 See e.g. Schricker, GRUR Int. 1990, 112; Sosnitza, Wettbewerbsbeschrinkungen durch Recht-
sprechung 1995, p. 181; Fezer, Das wettbewerbsrechtliche Irrefithrungsverbot als ein normatives
Modell des verstindigen Verbrauchers im Européischen Unionsrecht, WRP 1995, 671; Doepner,
Verbraucherleitbilder zur Auslegung des wettbewerbsrechtlichen Irrefithrungsverbots, WRP 1997,
999; Beater, Zum Verhiltnis von europiischem und nationalem Wettbewerbsrecht - Uberlegungen
am Beispiel des Schutzes vor irrefiihrender Werbung und des Verbraucherbegriffs, GRUR Int.
2000, 963; Bornkamm, Die Feststellung der Verkehrsauffassung im Wettbewerbsprozess, WRP
2000, 830; Schweizer, Die ‘normative Verkehrsauffassung’ — ein doppeltes Missverstindnis —
Konsequenzen fiir das Leitbild des ‘durchschnittlich informierten, verstdndigen und aufmerk-
samen Durchschnittverbrauchers’, GRUR 2000, 923; Sack, WRP 1999, 399, Fn. 1-12; Emmerich
(2002), p. 181; Lehmler (2002), p. 167.

145 BGH WRP 2000, 517; NJW 2001, 3262. See also BT-Drucksache 15/1487, p. 19.
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who is reasonably well-informed and reasonably observant and circumspect’."*® The
scope of protection against misleading advertising is dependant on the persons who are
addressed by it. Minorities will enjoy greater protection against misleading advertising
than professional parties that are well-informed.'*’

As stated before, a certain statement or advertisement is misleading when the facts
are misrepresented to a substantial part of the advertisement’s target group. The German
courts have had a difficult time in deciding what should be considered a ‘substantial
part’.
The determinative factor was not whether the statement is incorrect from an objec-
tive point of view, but how it was perceived by its target group.'*® Previous decisions
have shown that a statement is misleading, in the event of an objectively untruthful
statement, if merely 10-15 % of the target group are being misled.'*”’ If, on the other
hand, the statement is deemed to be correct from an objective point of view, the Federal
Supreme Court requires a higher quota of people to be misled.'* It is important in this
regard to balance the interests and to take the impact of a possible prohibition of the
truthful statement into consideration."”' In recent cases these strict ‘quotas’ have been
loosened, influenced by the above mentioned tendency by the courts to look at the
‘average consumer’ when assessing an advertisement that is allegedly misleading.'>* In
the Mindestverzinsung case,' that concerned advertising for capital investments, the
Federal Supreme Court held that a quota of 15 to 20 percent of the public being misled
by the advertisement did not justify an action against misleading advertising under the
UWG. Recent case law has adopted the formula that starts from the assumptions made
by the ‘average consumer’ instead of ‘the possible deviating view of the minority of
consumers’."** The fact that a minority of consumers are not longer a decisive factor,

146 ECJ Case C-210/96 of 16 July 1998, Jur. EG 1-4657, at 31. This judgement has been further
substantiated in ECJ case law, e.g. ECJ Case C-303/97, 1999, Sektkellerei Kessler; ECJ Case C-
220/98, Jur. EG 1-00117, at 27. See also Schricker/Henning-Bodewig (2001), p. 24; Baum-
bach/Hefermehl (2004), § 5, at 2.85.

147 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 19.

148 See BGH GRUR 1973, 481 (Weingeist); BGH GRUR 1984, 455 (Franzésischer Brandy).

149 BGH GRUR 1992, 66 (Koningl.-Bayerische Weifle). This stringent interpretation of the ‘target
group’ that needs to be misled by an advertisement for it to be misleading has — in my opinion,
rightly — been criticized. See e.g. Baumbach/Hefermehl, § 3, No. 27, 28 and 32, pointing to the
fact that about 5% of'the population have the level of a special school for disabled children, which
means that the required 10-15% is quickly attained; Kéhler/Piper (1995), § 3, Rdn. 149; Emme-
rich, p. 186.

150 BGH GRUR 1996, 985 (PVC-frei); BGH WRP 1993, 239 (Sofortige Beziehbarkeit).

151 BGH GRUR 1996, 985 (PVC-frei); BGH GRUR 1991, 852 (Aquavit); BGH NJW 1996, 2161
(Der meistgekaufte Europas).

152 Harte-Bavendamm/Henning-Bodewig/Bodewig (2004), § 4, 6-19.

153 BGH, I ZR 252/01, GRUR 2004, 162, 163.

154 BGH, GRUR 2002, 550-552; BGH, GRUR 2003, 247-248.
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does not mean that the quota has been set at 50%.'* It is safer to assume that under this
new, liberal case law, the public will likely be held to have been misled when at least
a quarter or a fifth of this population have been de facto misled.'*

In certain cases, however, advertisements can be held to be misleading under Section
5 UWG despite the fact that they do not mislead a substantial part of the target group.
An advertisement may therefore be considered misleading if it consists of statements
that are objectively untrue or for other reasons unfair per se. The justification, in these
cases, is probably derived from the principle of truthfulness, that is one of the basic
principles underlying advertising law, and unfair competition law in general."”” Under
this principle the advertiser is bound to abide by the precept of truthfulness and trans-
parency while advertising.'* He must supply the consumer with adequate and correct
information even in case the consumer is perfectly able to make an informed decision
by himself."*’ A company that in its advertising mentions a recommended retail price
that is too high and therefore not correct, can be held liable under Section 5 of the UWG
even if the recommended retail price is depicted in a very small font and is not likely
to mislead many consumers.'® In addition, an advertisement can be held to be mislead-
ing although there is no misleading information, but the issuer has withheld information
that is vital to a consumer’s decision to purchase a product or service. The issuer of a
misleading statement may be held liable for omitting certain information if he violates
his duty of disclosure. The duty of disclosure that had been framed under pre-UWG
2004 case law,'® does not entail a general duty to inform.'®* The trader, in many cases
the advertiser, is only obliged to disclose the information that is essential for the
protection of the consumer, thereby taking into account the interest of the advertiser. An
important factor is to what extent the information that has been omitted is of influence
to the consumer in making his purchasing decision.'®

Advertisements that contain allegedly misleading value judgements are less likely
to be considered misleading than advertisements that contain factual statements that are

155 Cf. Sack, WRP 2004, 525 et seq.

156 Baumbach/Hefermehl (2004), § 5, 2.104.

157 Fezer/Peifer (2005), § 5, 43.

158 This can also be the case when a company alleges that it supports a good cause, so as to generate
goodwill, while in fact it does not really support the good cause at all. See e.g. the Oil Polluted
Duck case, 28 1IC 276 [1997], in which the courts held that ‘any person who in business activity
exploits feelings of sympathy or solidarity with social commitment for no substantive reason is
open to the allegation of an act contrary to honest practices in competition’.

159 Ibid.

160 BGH, GRUR 2001, 79.

161 BGH, GRUR 1999, 757.

162 Harte-Bavendamm/Henning-Bodewig/Dreyer (2004), § 5, 783; Baumbach/Hefermehl (2004), § 5,
2.44.

163 Harte-Bavendamm/Henning-Bodewig/Dreyer (2004), § 5, 783; Baumbach/Hefermehl (2004), § 5,
2.45; Fezer/Peifer (2005), § 5, 185.
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in fact misleading.'® One reason for this is that value judgments are likely to fall within
the scope of the protection of free speech as opposed to factual statements.'®® Another
reason for the tolerance of value judgements is the fact that in many cases they are
obviously subject to exaggeration. General recommendations (the ‘usual puff’) are
usually not considered to be misleading since most people know that they are not to be
taken seriously.'*

4.6.4 Specific cases of misleading advertising

Section 5(4) and 5(5) contain rules on two specific cases of advertising. Under Section
5(4) UWG, there is presumed evidence'”’” of misleading advertising when an advertiser
promotes his product by way of a price reduction, while the original (higher) price has
only been demanded for an unreasonably short period of time. The consumer will
incorrectly assume this offer to be very attractive, because of the price reduction. In
order to protect the consumer, the burden of proof has been placed on the advertiser,
who will have to prove that there was no ‘short period of time’ before the price reduc-
tion.'®® Section 5(5) UWG relates to advertising that uses bait and switch practices. This
Section declares advertising to be misleading if the quantities held in stock are not
adequate to satisfy the anticipated demand. This will lead the consumer to opt for
another, probably more expensive, alternative since his first choice is ‘out of stock’.'®
An inventory level is deemed to be adequate if it is sufficient for two days of (antici-
pated) sales. If the product sought by the consumer is not in store before this period, the
trader might be exempted in case of specific circumstances like a sudden rise in demand
or problems in the supply chain.

164 Fezer/Peifer (2005), § 5, 165.

165 Fezer/Peifer (2005), § 5, 39. See e.g. the Benetton case, 32 1IC 858 [2001], in which the Federal
Supreme Court held that ‘the principle of freedom of the press protected by Article 5(1) of the
Constitution also protects advertising that draws attention to topics of social and political
relevance, even, and particularly, if this is done in a denunciatory and socio-critical manner’.

166 See Harte-Bavendamm/Henning-Bodewig/Weidert (2004), § 5, 690; Peifer in Fezer/Peifer (2005),
§ 5,167, who lists older case law that showed that the courts (before the ‘liberalisation’ of unfair
competition law) were sooner inclined to consider a general recommendation to mislead the
public.

167 Fezer (2005), Volume 2, § 5, 426.

168 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 20. See also
Finger/Schmieder (2005), p. 208.

169 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 20.
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4.7  DISCREDITING COMPETITORS
4.7.1 Introduction

The UWG contains two provisions that regulate the discrediting of one’s competitor.
These provisions have been inserted in Section 4, that contains a group of examples of
acts of unfair competition. Both Section 4(7) and Section 4(8) prohibit certain kinds of
trade libel, whereby the former covers statements of opinion, and the latter covers
statements of fact.'”® These cases of trade libel have partly lost their significance over
the past few years, primarily as a result of the implementation of the EC Directive on
comparative advertising in Section 2 of the old UWG 1909 that corresponds to Section
6 of the (new) UWG.'”' Subsequently, in case a competitor is discredited in comparative
advertising, the rules on comparative advertising concerning discrediting will be ap-
plicable as well. Section 6(5) UWG states that an advertiser is not allowed to ‘discredit
or denigrate the goods, services, activities, or personal or professional circumstances of
a competitor’. This Section refers to Section 4(7) and (8) UWG that explicitly deal with
the discrediting of a competitor. In the next sections, I will discuss the two cases of trade
libel that are covered by Section 4 (7) and (8) UWG.

4.7.2 Trade libel by statements of opinion'”

Under Section 4(7) it considered unfair to disparage or to denigrate the (trade)marks,
goods, services, activities, or personal or professional circumstances of a competitor.
This includes cases of trade libel by way of a disparaging or denigrating expression of
opinion, in particular if the criticism is expressed by the use of a taunt or dispraise.
Since these cases concern a trader expressing his opinion of a competitor (in a disparag-
ing way), the assessment of such a statement is likely to involve the basic principle of
freedom of speech.'” The courts will have to strike a balance between the trader’s
freedom of speech and the right of the competitor to remain free of disparagement.'”
The starting point is the freedom of the trader to criticize his competitors, thereby
providing consumers as well as other market participants with appropriate informa-
tion.'” This criticism may not turn into sheer disparagement or denigration. In particu-

170 Harte-Bavendamm/Henning-Bodewig/Omsels (2004), § 4-7, 6; Baumbach/Hefermehl (2004), §
4,7.5.

171 Cf. Henning-Bodewig, Ein neues Gesetz gegen den unlauteren Wettbewerb in Deutschland, BIE
18 Oktober 2004, p. 450. Cf. Kohler/Bornkamm/Henning-Bodewig, WRP 2002, 1319.

172 The German term is ‘Herabsetzung’.

173 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 18.

174 Cf. BGH GRUR 1966, 635; BGH GRUR 1964, 394.

175 Harte-Bavendamm/Henning-Bodewig/Omsels (2004), § 4-7, 9 et seq.; Baumbach/Hefermehl
(2004), § 4,7.2

176



German Unfair Competition Law

lar, when a business is disparaged without any identifiable factual basis, the courts will
assume that the business is able to substantiate a claim for unfair competition.'’® Even
trade libel by statements of opinion that are verifiably true can be prohibited, for
example if they violate human dignity or are solely aimed at insulting another
business.!”” If the statements are on the other hand untrue, there will nearly always be
a case of unfair competition under Section 4 (7) UWG.'” In such cases, the trader who
issued the untrue statements will not be able to invoke the right of freedom of expres-
sion.'”

4.7.3 Trade libel by statements of fact'*’

There is an act of unfair competition according to Section 4(8) if someone claims or
disseminates facts concerning the goods, services or the business of a competitor, or the
person of the proprietor or a member of the board, that are likely to damage the opera-
tion of the business or the proprietors’ credit, unless those facts can be proved to be true,
the burden of proof resting on the person alleging or disseminating the facts. This
Section refers to cases of trade libel in relation to factual claims. Statements that are not
facts, but basically value judgements do not fall under 4(8) UWG, but fall under 4(7)
UWG instead.'" If the facts are held to be true, it is not possible to frame an action
under 4(8) UWG, although it may still be possible to invoke 4(7) UWG.'*

Section 4(8), second phrase, contains a special regulation with regard to traders who
claim or disseminate confidential information that has not been disclosed to the
public.'® If the confidential information is of a legitimate interest to the disseminator
or the recipient of the allegedly disparaging statement, there will only be a case of trade
libel when the statement is factually untrue, the burden of proof in this case resting on
the claimant.'® So, in this case, the burden of proof shifts from the defendant to the
claimant.

176 Ibid.

177 Cf. Federal Constitutional Court, GRUR 2001, 172; Federal Constitutional Court, GRUR 2001,
1059; Federal Constitutional Court, GRUR 2003, 455; BGH GRUR 1984, 215.

178 Baumbach/Hefermehl (2004), § 4, 7.15; Harte-Bavedamm/Henning-Bodewig/Omsels (2004), § 4-
7, 13 et seq.

179 Federal Constitutional Court 54, 208 et seq. (Boll); 61, 1 et seq. (Wahlkampf/’CSU: NPD
Europas’); 85, 1, 15 (Bayer-Aktionére); 90, 1, 15 (Jugendgefahrdende Schriften III).

180 The German term is ‘Anschwirzung’.

181 Cf. BGH GRUR 1982, 236. See also Baumbach/Hefermehl (2004), § 4, 8.2; Harte-Baven-
damm/Henning-Bodewig/Bruhn (2004), § 4-8, 4.

182 See the previous section. See also BGH GRUR 1967, 597.

183 See for more information on the protection of confidential information, sub § 4.8.4. et seq.

184 Baumbach/Hefermehl (2004), § 4, 8.21.
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4.8  IMITATION AND MISAPPROPRIATION
4.8.1 Introduction

The new UWG contains three provisions that relate to the unlawful imitation'® of
another’s goods, services or intangibles. Under the UWG 1909, these acts of unfair
competition were placed under the general clause of Section 1 UWG 1909. Under the
new UWG, they have been codified in Section 4(9). This Section renders it unfair to
offer goods or services that are an imitation of the goods or services of a competitor, if
the imitator:

a. needlessly confuses the buyer as to their commercial origin;

b. unduly exploits or affects the goodwill invested in the imitated goods or services;

c. has dishonestly obtained the knowledge and data that are necessary for the produc-
tion of the imitation.'

This list of acts of unfair competition by exploiting another’s accomplishment is not
exhaustive.'®” The legislator has only seen fit to regulate the three acts which are most
important in practice. Amongst the acts of unfair competition that have not been
regulated are the parasitic exploitation of the investment and ideas of another, the
imitation combined with the obstruction of the seller of the original and ‘insertion into

185 I will use the term unlawful imitation instead of slavish imitation, since the German doctrine
recognizes cases of unlawful imitation that are not considered to be slavish imitation. Basically,
the German literature does not include cases of ‘direct imitation’ in the category of slavish
imitation. See e.g. Emmerich (2002), p. 129; Harte-Bavendamm/Henning-Bodewig/Sambuc
(2004), § 4-9, 4.

186 The German text of § 4(9) states: ‘[Unlauter im Sinne von § 3 handelt insbesondere, wer Waren
oder Dienstleistungen anbietet, die eine Nachahmung der Waren oder Dienstleistungen eines
Mitbewerbers sind, wenn er
a) eine vermeidbare Tduschung der Abnehmer iiber die betriebliche Herkunft herbeifiihrt,

b) die Wertschétzung der nachgeahmten Ware oder Dienstleistung unangemessen ausnutzt oder
beeintrachtigt

oder

¢) die fiir die Nachahmung erforderlichen Kenntnisse oder Unterlagen unredlich erlangt hat’.

187 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 18. In the Ger-
man legal doctrine the protection of one’s achievements is referred to as ‘Leistungsschutz’. See
for an analysis of ‘Leistungsschutz’ under German law: Weihrauch, Der unmittelbare Leis-
tungsschutzim UWG, Berliner Hochschulschriften zum gewerblichen Rechtsschutz und Urheber-
recht, 2001, 314 pp; Meister, Leistungsschutz und Produktpiraterie: Fragmente zu einem Phéno-
men, Frankfurt/Main: Deutscher Fachverlag 1990, 359 pp.; Fiechter, Der Leistungsschutz nach
Art. 5 lit.c UWG, Bern/Stuttgart/Wien: Haupt 1992, 201 pp.; Walch, Ergénzender Leistungsschutz
nach § 1 UWG: ‘Ersatz-Ausschliesslichkeitsrechte’ bei Computerprogrammen und &sthetischen
Schopfungen, Cologne: Heymann 1992, 178 pp.
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anon-proprietary series’.'* Protection against the exploitation of another’s accomplish-
ments is only awarded under German law when a competitor imitates such an accom-
plishment, in the absence of protection under intellectual property laws, and under very
specific circumstances. As I will show in the next section, the courts have premised that
such protection will not be given lightly in view of the principle of freedom of competi-
tion. In the subsequent sections, I will discuss the cases in which the courts have
awarded protection under the heading of unlawful imitation.

4.8.2 Freedom of competition

The principle of freedom of competition, or, more in particular, the principle of freedom
to imitate, has long been the backbone of German unfair competition policy. To award
unlimited protection to a person against the exploitation of his accomplishments would
impede this freedom of imitation and is therefore considered to be undesirable. Award-
ing such protection would affect persecutive, imitating competition that principally has
as its function the advancement of technology.'® To allow, on the other hand, unbridled
imitations of other person’s products could also imperil innovation by businesses.
Totally denying businesses any form of protection at all could seriously diminish the
incentive to create and market new products in the light of expenses that need to be
incurred, and the prospect of competitors copying them for free.'”® German case law has
thus attempted to find a happy medium between overly regulated competition and
unbridled competition, while at the same time balancing the interests of the parties
involved as well as the public in general. Whereas the German courts have followed a
casuistic approach which included weighing all the interests involved in the particular
case, they have stuck to the basic rule that in absence of any protection under intellec-
tual property law,"" imitation is basically allowed and is only unfair in very specific

188 See for this last action under unfair competition law, sub 4.8.3.4d.

189 Baumbach/Hefermehl (2004), § 4, 9.3. Cf. BGH GRUR 2000, 523.

190 Baumbach/Hefermehl (2004), § 4,9.3. Cf. BGH GRUR 2000, 526; BGH GRUR 1966, 620; BGH
GRUR 1996, 213.

191 See as to the pre-emptive effect of intellectual property laws: Fezer, WRP 1993, 63; Mees, WRP
1999, 65; Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 18.
Basically, patent law in particular, but copyright law as well, do not allow for additional protec-
tion under the heading of unfair competition law. See e.g. the Engraving Plates for Printed Music
case, 19 IIC 392 [1988], in which it was decided that unfair competition law may not be used to
stop the photomechanical reproduction of printed versions of musical works that were once
protected by copyright law but are now in the public domain, unless there are special circum-
stances indicating unfair conduct. Trademark law, trade names law, design law are more appropri-
ate to allow for additional protection under unfair competition law. Of course, unfair competition
law is applicable if the behaviour is, independently from any intellectual property rights, unfair
per se, e.g. in cases of undue pressure. See Baumbach/Hefermehl (2004), § 4, 9.6-9.12.
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circumstances.'”” It follows, therefore, that there is no exclusive, personal right to be
free from imitations of one’s products, or, more in general, one’s performances, as is the
case with intellectual property rights.'” It is not the fact that an imitated product is fair,
but the way in which it is imitated that can lead to unfairness. It is not the products or,
more generally, the performance itself that is protected, but instead the consumer or
honest trader is protected from behaviour that is unfair.'*

4.8.3 Unlawful imitation by misrepresentation or misappropriation
4.8.3.1 Introduction

The German courts have established a comprehensive system of case law, originally
based on the general clause of Section 1 UWG 1909, relating to protection against
unlawful imitation. To institute an action against unlawful imitation, the plaintiff has
to prove several requirements. First of all, the allegedly unfair imitation must be ‘an act
of competition’, as defined in Section 2 UWG.'** Secondly, the imitator must actually
put the imitation on the market. The sole reproduction of the original is not enough for
establishing unlawful imitation.'”® A person who or a business which places a hyperlink
on its website linking to information on another’s website, cannot be held liable for
unlawful imitation either.'”’” Thirdly, the object that is being imitated must have certain
‘competitive characteristics’ that justify its owner receiving protection under the UWG.
Finally, whether the imitation is considered to be unfair, depends on the grade of
imitation as well as on the special circumstances that accompany it. The ‘competitive
characteristics’, the grades of imitation and the special circumstances will be assessed
in the following sections.

4.8.3.2 Competitive characteristics

Only goods and services that meet the requirement of having sufficient ‘competitive
characteristics’ are eligible for protection against unlawful imitation under unfair

192 Cf. BGH GRUR 1999, 752; BGH GRUR 1999, 1108; BGH GRUR 2000, 523. Explanatory
statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 18. See also Schricker/
Henning-Bodewig, Gutachten (2001), p. 43-44; Harte-Bavendamm/Henning-Bodewig/Sambuc
(2004), § 4-9, 9.

193 Cf. Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 5.

194 Kohler/Piper (1995), § 1, 592.

195 See supra Sections 4.2.5 and 4.3.2.

196 Baumbach/Hefermehl (2004), § 4, 9.39.

197 BGH, GRUR 2003, 963.
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competition law."”® This requirement has been introduced in the case law so as to
prevent businesses from invoking protection against unlawful imitation for (simple)
products or services not worthy of protection.'” It basically means, and this is somewhat
simplified, that the plaintiff’s products or services, in order to merit protection against
unlawful imitation, must be of sufficient distinctiveness. If the product is of sufficient
distinctiveness the owner may receive protection from imitation that may cause confu-
sion to the public as to its origin. It is necessary, in this respect, to add that the plaintiff’s
product is supposed to have at least a certain degree of high profile in the eyes of the
public.?®® The owner of a product that is, on the other hand, not very distinctive, will not
be able to invoke protection under unfair competition law since the public will, because
of'its absence of distinctive features, not pay any attention to its origin. The fact that the
product will not fulfil its function as an indicator of origin means, in this case, that the
owner cannot invoke protection against an imitation that may cause confusion as to the
product’s origin. This can be the case, e.g., if an original has been copied several times
resulting in it becoming ‘common property’ and losing its function as an indicator of
origin.

A product or service may derive its distinctiveness from its aesthetic features. Not
decisive, in this respect, is the product’s ‘originality’ or ‘newness’. The distinctiveness
of a product or service is rather dependant on its functionality as an indicator of com-
mercial origin.**' In addition, a product or service may also derive its distinctiveness
from certain technical features. The courts have, however, been reticent in assuming that
technical features can be indicated as a ‘competitive characteristic’.*** The reason for
this is that businesses (which imitate other businesses) should be free to assign those
technical features to their products that enhance the quality of their product, in the
interest of consumers. So the technical features of a product that belong to the publicly
accessible ‘state of the art’” cannot be protected by an action against unlawful imitation.
The same holds true for technical features that are essential to attain a certain technical
effect.?”

198 See e.g. BGH, WRP 1976, 372; BGH, GRUR 1981, 519; BGH, GRUR 2000, 523; BGH, GRUR
2002, 89; BGH, GRUR 2002, 276; BGH, GRUR 2002, 631; BGH, GRUR 2003, 360; BGH,
GRUR 2003, 974. See Baumbach/Hefermehl (2004), § 4, 9.24 et seq.; Harte-Bavedamm/Henning-
Bodewig/Sambuc (2004), § 4-9, 37 and 47; Bopp, GRUR 1997, 34; Sambuc, GRUR 1986, 130;
Sack, ZHR 160 (1996), 499 et seq. See also critical as to this criterion, Beater, Unlauterer
Wettbewerb, Munich: Beck, 2002, § 22, No. 17.

199 Cf. Baumbach/Hefermehl (2004), § 4, 9.24.

200 Cf. Baumbach/Hefermehl (2004), § 4, 9.41 and 9.52.

201 Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 48; Baumbach/Hefermehl (2004),
§4,9.27.

202 Cf. e.g. Higher Regional Court (OLG) Stuttgart, NJW-RR 1987, 424.

203 Lehmler (2002), p. 106-107.
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Finally, the distinctiveness can not only be attributed to a single product because of
its distinct features, but also to a certain ‘programme’ of a producer, for example the
combined set of principles behind a construction kit for desk furniture or a system for
fastenings with recurring modules.”*

4.8.3.3 Grade of imitation

A trader may, when confronted with an imitation of his product or service, bring an
action for unfair competition under German law. The more the imitation resembles his
original product, the greater possibility the trader will have in bringing a successful
action. The courts have distinguished three categories of imitation, being direct imita-
tion, virtually identical imitation and, finally, imitation with sufficient similarities.
These will be discussed below.

a direct imitation

In cases of direct imitation, the original is copied literally, without changes.””® In most
cases it will be done by means of a technical duplicating process.””® Such a direct
imitation will nearly always lead to a successful action against unfair competition.
Because of the obviously unfair character of the defendant’s actions, the plaintiff will
have a lighter burden in proving the other prerequisites of ‘competitive characteristics’
and ‘special circumstances’.”"” It is decisive in the case of direct imitation whether ‘the

appropriation is detrimental to the party that in all fairness should reap the fruits’ 2*®

b virtually identical imitation

If the imitator does not imitate the original by direct means, but still fabricates an
imitation that is virtually identical to the original, he will likely be held liable for unfair
competition if the other prerequisites of ‘competitive characteristics’ and ‘special
circumstances’ are fulfilled. These other prerequisites will be more easily fulfilled than
when there is an ‘imitation with sufficient similarities’, although the plaintiff will find
the fulfilment of these requirements more difficult to prove than in the case of direct
imitation.””

204 Cf. Lehmler (2002), p. 108.

205 Cf. BGHZ, GRUR 1959, 240; BGHZ, GRUR 1969, 186; BGH, WRP 1975, 371; BGH, GRUR
1999, 927.

206 Baumbach/Hefermehl (2004), § 4, 9.35.

207 See e.g. BGH, GRUR 1982, 307; BGH, GRUR 1986, 673; BGH, GRUR 1975, 385 et seq. Cf.
Lehmler (2002), p. 108.

208 BGH, NJW 1992, 1316, 1317; BGH, GRUR 1969, 186, 188.

209 Cf. BGH, GRUR 1960, 246; BGH, GRUR 1986, 675; BGH, GRUR 1996, 211.
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¢ imitation with sufficient similarities

This last category comprises cases of the imitator following the original as an example
while creating his imitation, although he does not directly or semi-directly copy it. The
imitation can nonetheless be held unfair if it features clearly recognisable and essential
elements of the original.*' Minor modifications to the imitation will not lead to a
successful defence when it is still obvious that the original has served as a role model.*"!
But, for example, the person who copies data (song names and sales figures) from the
charts of another person, to be used in his own charts, called ‘Hit Bilanzen’, does not
act unfairly if he sorts the data according to different criteria, and prepares it for use
over a longer period.?"?

4.8.3.4 Special circumstances

The imitation of a product or service that has sufficient ‘competitive characteristics’ is
not necessarily unfair within the meaning of Section 4(9) in conjunction with Section
3 UWG. This is only the case if there are special circumstances that justify protection
against unlawful imitation. These special circumstances will be elaborated in the next
sections.

a confusion as to origin

As mentioned above, supra 4.8.1, it is not allowed to put goods or services on the
market that needlessly confuse the buyer as to their commercial origin. Confusion
includes not only direct confusion as to the commercial origin of the product or service,
but also the confusion of a consumer who thinks that the imitated product is part of the
second product line (‘Zweitmarke’) of the original manufacturer or of a consumer who
assumes that there is a business or organisational connection between the original
business and the business of the imitator.?' If the confusion is caused by the labelling
used for the imitated product, for example by way of an imitated trademark of the
original manufacturer, the test used to determine confusion is the one contained in
Sections 14 and 15 of the German Trade Mark Act, which in such a case will act as the
lex specialis®™ The courts will, in particular in cases of direct imitation, look at the

210 BGH, GRUR 1963, 155; Higher Regional Court (OLG) Munich, GRUR-RR 2003, 330.

211 Higher Regional Court (OLG) Cologne, GRUR-RR 2003, 85.

212 Higher Regional Court (OLG) Munich, GRUR-RR 2003, 330.

213 BGH WRP 2001, 534, 536; BGH, WRP 2001, 153, 157; BGH, GRUR 1998, 477, 480; BGH,
GRUR 1977, 614, 616. Cf. Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 72-75.

214 BGH, WRP 2001, 153, 157. Also: Wiedemeyer, Das neue UWG: Neugestaltung der Unlauter-
keitstatbestinde, Seminar zum Gewerblichen Rechtsschutz, 7 January 2004, p. 30.
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overall picture when assessing the imitation.””* In the case of packaged groceries, the
courts will look at the product labelling and the manufacturer’s information instead of
focusing on the outer appearance of the goods or their packaging.”'® When deciding
whether an imitation leads to unlawful imitation, the court will try to determine whether
the circle of customers that are addressed by the imitation are likely to be confused by
it. If it is mostly specialists that purchase the imitation, these circumstances can lead the
courts to decide that confusion is not likely to occur. The trader who sells special
(imitated) vacuum pumps for professional use will not likely confuse the specialists who
buy these products as to their commercial origin.?'” If the imitation is not addressed to
a certain group of people, but e.g. to all consumers, the courts will estimate whether the
‘average consumer’, as defined by the case law of the European Court of Justice, will
be confused.*™

However, even when confusion is likely to occur, the imitator can only be held liable
ifhe could have avoided the confusion by taking reasonable measures. The imitator can,
by clearly and conspicuously putting a mark or sign on his products signifying that he
is the original producer, remove the danger of confusion.”’” An imitator who has done
all that is necessary and reasonable to prevent confusion, will most likely not be held
liable if there is confusion.”” In particular, the technical features of an original product
may be imitated by the imitator, if they are needed to bring about a certain technical
effect that is not realizable by other means,”' or if the technical features are necessary
to retain compatibility with that original product or product line of a competitor.”?* In
the Modulgeriist case, the defendants had manufactured a system of scaffolding that
consisted of scaffolding modules that were compatible and interchangeable with the
modules used by the plaintiff. The Federal Supreme Court held that the unique feature
of interchangeability was not a sufficient ground for an action against unfair competi-
tion. Allowing such an action would, according to the Federal Supreme Court, contra-
dict the principle of the free use of the current ‘state of the art’ and would make it
consequently impossible to imitate accessory parts and replacement parts.*** The owner
of'the original product may however be successful in instituting legal proceedings if he
can prove that the imitated, compatible products are of inferior quality or do not
guarantee the same standard of security.”*

215 BGH GRUR 1981, 273, 275; BGH GRUR 2002, 629, 632.

216 BGH, WRP 2001, 534, 537.

217 BGH GRUR 1996, 210, 212.

218 BGH, I ZR 30/02 (Klemmbausteine III), p. 13; BGH, GRUR 2001, 443, 445 et seq.
219 Lehmler (2002), p. 111.

220 BGHZ 50, 125, 130; BGH WRP 2002, 207, 210.

221 BGH, GRUR 1981, 517, 519; BGHZ 50, 125, 129.

222 BGH, WRP 2000, 493, 498.

223 BGH, WRP 2000, 493, 498.

224 BGH, WRP 2000, 493, 500.
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b exploitation of a competitor’s reputation

Special circumstances that justify an action against unlawful imitation may also lie
when a trader imitates his competitor’s goods or services, and thereby exploits or
damages the goodwill that has been invested by the competitor in the original goods or
services. While the previous case of unlawful imitation by creating confusion is primar-
ily directed at protecting the identification function of the imitated products or services,
unlawful imitation by exploiting or damaging another’s reputation is chiefly concerned
with protecting the marketing function of the products or services. This action requires
the plaintiffto prove that the imitated product has acquired goodwill, for example based
on the quality or exclusive character of the product.””® The plaintiff may find it easier
to prove this goodwill if he has considerably invested in the marketing of the product,
and, in particular, if he can show that the marketing has paid off based on subsequent
high sales figures.**

While unlawful imitation by the exploitation of a competitor’s reputation will in
most cases go hand in hand with the public being confused as to the origin of the
imitated goods, confusion is not a necessary requirement. In Tchibo v. Rolex,” the
defendant had virtually identically imitated the plaintiff’s Rolex watches. The plaintiff
could not bring an action under the Design Act, since the term for the design right had
lapsed. As an alternative, the plaintiff instituted proceedings under the UWG on the
basis of unlawful imitation by claiming that the defendant had unduly exploited the
goodwill and special reputation of the Rolex watches. The court held that the exploita-
tion of another’s reputation by selling an almost identical, low priced, imitation was
anticompetitive, and therefore unlawful, whether or not the public was confused by it.
It was therefore sufficient in this case that the defendant had tried to ‘transfer’ the
goodwill from the plaintiff’s goods to his own goods.*”® In such a case the defendant is
thus prevented from benefiting from the plaintiff’s reputation by accosting the style and
status of the plaintiff’s renowned products. The owner of the original products may
‘use’ the protection provided for under unfair competition law to counter cases of
dilution.”” In such cases, the imitator not only exploits his competitor’s reputation, but
damages it as well.**°

225 Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 107 et seq.; Baumbach/Hefermehl
(2004), § 4, 9.52.

226 Ronke, GRUR 1991, 284, 287.

227 BGH, GRUR 1985, 876, 878.

228 See for a critical note, Sambuc, Der UWG-Nachahmungsschutz, Beck: Miinchen 1996, No. 362.

229 Emmerich (2002), p. 145. See e.g. BGH, I ZR 290/99 of 17 January 2002.

230 Cf. Baumbach/Hefermehl (2004), § 4, 9.59. Cf. BGH, GRUR 1987, 903, 905.
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¢ obtaining knowledge and data by dishonest means

The final case of (slavish) imitation that has been included in Section 4(9) UWG is the
dishonest acquisition of a competitor’s secret knowledge and data which is needed in
order to be able to imitate his products more accurately.”®' Such behaviour may be
unlawful under the UWG if the offender has tried to obtain the trade secrets of his
competitor by dishonest means. Dishonesty entails the obtaining of trade secrets that
leads to criminal liability,”* as well as obtaining and using trade secrets by way of
breach of confidence.”** In that case, the imitator will likely be held liable for unfair
competition under Section 3 UWG as well. Section 4(9) UWG has strong ties with
Section 17 UWG that is entirely devoted to the protection of trade secrets.** If the
unlawful imitation has been facilitated by using the trade secrets of the original manu-
facturer, then Sections 4(9) and 17 are likely to be simultaneously applicable.

d insertion into a non-proprietary series

This category of cases is in fact a species of the cases where an imitator exploits his
competitor’s reputation.”* It concerns cases where the defendant distributes goods (e.g.
toy components) that are compatible with the plaintiff’s in a manner that is allegedly
unfair because he exploits the reputation of the plaintiff. The defendant incorporates his
products into the product series of the plaintiff, and sells imitations of individual parts
of the series but not the whole series, resulting in a reduced demand for the series as a
whole. Confusion of the public as to commercial origin is not a requirement in these
cases.”® This action was introduced in the famous Klemmbausteine I and II cases that
concerned the imitation of the famous Lego bricks.”’ In these cases, the Lego company
succeeded in preventing its competitor from inserting its imitation into the Lego brick
series that was specially designed for future supplementation, expansion and com-

231 Cf. RGZ 135, 385 (395); 144, 41 (52); BGH, GRUR 1958, 351. See on this topic, in detail,
Beater, Nachahmen im Wettbewerb, diss. Gottingen 1995, p. 162, 344 et seq.

232 BGH, GRUR 2003, 356, 357.

233 Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 157-159; Baumbach/Hefermehl
(2004), § 4, 9.61-9.62. See also Erdmann, Die zeitliche Begrenzung des ergénzenden wettbe-
werbsrechtlichen Leistungsschutzes, in: Baur (ed.) c.s., Festschrift fiir Ralf Vieregge zum 70.
Geburtstag am 6. November 1995, de Gruyter 1995, 197, 214.

234 See consequently for more details on trade secrets and breach of confidence, sub 4.8.4 et seq.

235 See supra § 4.8.3.4b.

236 Lehmler (2002), p. 113.

237 BGHZ, GRUR 1964, 621; BGH, GRUR 1992, 619, 620; BGH, GRUR 1977, 666; BGH, NJW-RR
1990, 1128. See also Sack, Das Einschieben in eine fremde Serie: Sonderfall oder Normalfall des
ergidnzenden wettbewerbsrechtlichen Leistungsschutzes?, in: Ahrens (ed.) c.s., Festschrift fiir
Willi Erdmann — Zum 65. Geburtstag, Carl Heymanns Verlag: Cologne 2002, 697.
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plementation.”® The competitor tried to benefit from the demand for supplementation,
expansion and complementation of these Lego bricks, by distributing imitated, compati-
ble, bricks of its own making. The courts held that this was unlawful because the
competitor had exploited Lego’s reputation.

This case law has been criticized by many authors.”*’ According to Schricker/Hen-
ning Bodewig, this case law endorses ‘a parasitic facet as well as the notion of amortisa-
tion” in unfair competition law.*** Kéhler rejects this case law as well. In his view, the
concept of manufacturing a product that has as its feature a possibility for infinite
expansions is not worthy of protection.**' Kohler even doubts whether these are cases
of imitation at all, since the products clearly differed, apart from their compatibility.
Emmerich strictly opposes this case law as it ‘monopolizes, without a basis of support
in the law, a new market for the manufacturer who incidentally was the first to have
entered that market’.* He adds that this introduces de facto a pure protection of ideas,
a concept that is alien to German law.”* Lehmler is also against the introduction of such
a monopoly, and instead advocates the use of the ‘normal’ test of confusion as to
origin.”** Sack is not directly opposed to the protection awarded in these cases, but
nonetheless believes that the protection should be limited in time. The plaintiff should,
in his view, be given protection for the time it takes to earn back his investments as well
as to be reimbursed for his creative labour.**

In the recent Klemmbausteine 111 case, the Federal Supreme Court lifted the protec-
tion under unfair competition that had been enjoyed by Lego since the bricks were

238 Cf. BGH, GRUR 2000, 521, 526.

239 See e.g. in addition to the authors mentioned below, Harte-Bavendamm/Henning-Bodewig/
Sambuc (2004), § 4-9, 40; v. Harder, GRUR 1969, 659; Miiller-Laube, Wettbewerbsrechtlicher
Schutz gegen Nachahmung und Nachbildung gewerblicher Erzeugnisse, ZHR 156 [1992] 497 et
seq.; Kur, Wettbewerbsrechtlicher Nachahmungsschutz gegen compatible Produkte?, GRUR Int
1995, 469; Sambuc (1996), No. 526; Altmeppen, Zur Unlauterkeit des ‘Einschiebens in eine
fremde Serie’, ZIP 1997, 2073 et seq.; Rauda, Abschied des BGH vom ‘Einschieben in eine
fremde Serie?’, GRUR 2002, 38; Knies, Der wettbewerbsrechtliche Leistungsschutz — eine
unzuldssige Rechtsfortbildung?, 1996, p. 63; Brandel, Spielzeug Abbild der Erwachsenenwelt —
Nachahmungsfreiheit und Leistungsschutz, in: Erdmann (ed.) c.s., Festschrift fiir Dr. Henning
Piper, Beck: Miinchen 1996; Nordemann, Wettbewerbs- und Markenrecht, 10" edition, No. 1642.

240 Schricker/Henning-Bodewig, Gutachtung (2001), p. 46. See also Harte-Bavedamm/Henning-
Bodewig (2004), § 4, No. 9-40.

241 Baumbach/Hefermehl (2004), § 4, 9.58.

242 Emmerich (2002), p. 140. See also with the same criticism, Altmeppen (1997), 2069; Nordemann,
Wettbewerbsrecht (1996), No. 391, p. 205 et seq.; Waibel, Warenzeichenrechtliche und wett-
bewerbsrechtliche Fragen des Ersatzteile-, Zubehor- und Reparaturgewerbes, 1977, p. 228 etseq.;
Walch, Ergidnzender Leistungsschutz nach § 1 UWG, Carl Heymanns Verlag: Cologne 1991, p.
55 et seq. and p. 127, no. 73.

243 Emmerich (2002), p. 140.

244 Lembhler (2002), p. 113-114.

245 Sack, Festschrift Erdmann (2002), p. 714 et seq.
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invented almost 50 years ago.*** The Federal Supreme Court held that post-sale confu-
sion did not lead to protection under Section 4(9) UWG. Since there was no confusion
at the time of the sale of the imitated bricks based on their packaging , there was no
violation of unfair competition law. Neither was there a case of exploitation of reputa-
tion under Section 4(9)(b) since the imitator had, when distributing its imitations on the
market that was initially entered by the plaintiff, adequately informed the public of the
fact that its products were not the same as the originals. The Federal Supreme Court,
however, did not deliver a final judgement on whether the case group of ‘insertion into
a non-proprietary series’ is still justified under the new UWG 2004. It did, however,
convey that this kind of protection under unfair competition law, ‘as far as it concerns
protection of an achievement as such’, is by any means not supposed to be everlast-

il’lg.247

e Obstructing the competitor

It is established case law that a trader can be held liable for obstructing its competitor
by systematically imitating its multiple products, thereby depriving his competitor from
the possibility of successfully marketing its products.”*® The more products that are
imitated, and the longer the period of the imitation, the more likely it is that the action
for unfair competition will succeed.** The systematic imitation will also be more likely
to lead to unfairness if there are various other design options that could have been
pursued by the imitator when designing the imitations, and in case the imitator benefited
from the fact that he did not have to invest in the design of his products enabling him
to cut prices.” Finally, the courts will also be more readily persuaded to establish unfair
competition in the case of the imitation of transient (seasonal) fashionable articles, like
clothes.' The imitator is held liable for depriving his competitor of the possibility to
realize his sales targets, which the competitor will only meet if he is able to sell all his
products within the period of one season, after which his products will no longer be

246 BGH, I ZR 30/02, 2 December 2004.

247 BGH, I ZR 30/02, 2 December 2004, p. 15. The Supreme Court added that other types of protec-
tion, like protection against confusion as to commercial origin, against exploitation of reputation,
against obstruction by competitors, as well as against the breach of confidence by a competitor,
are not limited in time.

248 BGh, GRUR 1959, 240, 243; BGH, GRUR 1960, 244, 246; BGH, GRUR 1961, 244, 246; BGH,
GRUR 1968, 581, 585; BGH, GRUR 1969, 618, 619 et seq.; BGH, GRUR 1986, 673, 675; BGH,
GRUR 1988, 690, 693; BGH, GRUR 1996, 210, 212 et seq.; BGH, GRUR 1999, 751, 753; BGH,
GRUR 2002, 820, 823. See also Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 162
et seq.

249 Baumbach/Hefermehl (2004), § 4, 9.66.

250 Ibid. Cf. BGH, GRUR 1996, 210, 213.

251 This protection is called ‘Saisonschutz’, see Harte-Bavendamm/Henning-Bodewig/Sambuc
(2004), § 4-9, 30-34.
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fashionable. It is difficult for the manufacturer of the original products to defend
himself, as most intellectual property rights will not be applicable since his temporary
product has not (yet) gained the required distinctiveness, originality, or newness. The
courts are therefore more readily inclined to award protection under unfair competition
law in these cases. In order to fall within this special category, the fashion articles must
have certain ‘competitive characteristics’, for example offering a new fashion image.
They must not merely follow the already existing fashion.*> Because of its specific
character, based on the temporality of the fashion articles, the protection is only award-
ed for a limited period of time.**

4.8.3.5 Unlawful imitation of advertisements

Under Section 4(9) of the UWG a trader can be protected against the unlawful imitation
ofhis products and services. These terms have a broad scope. Products and services that
may be awarded protection under Section 4(9) include inter alia (public) performances
as well as broadcasts,”* TV programme formats,* trademarks,” fictive characters,”’
and advertising. In particular this last category, advertising, has proven to be important
in practice. An imitation of an advertisement must meet the same requirements as an
imitation of a product in order to be held unlawful. The imitation of another’s advertis-
ing is therefore basically allowed. Only ifan advertisement has ‘competitive characteris-
tics’, for example it has acquired distinctiveness, may its direct imitation or virtually
identical imitation be held to be unlawful if special circumstances apply.>® Special
circumstances are present in the case of confusion as to origin, exploitation of another’s
reputation or in case of obstruction of the competitor.

In assessing whether an advertisement unlawfully imitates another advertisement by
causing the public to be confused, not only the similarity of the advertisements is of
importance, but also the exchangeability of the products that are advertised as well as
the affinity of the settings of both the advertisements.**’ In the Wéirme furs leben case,”®
the plaintiff, a power company, advertised natural gas by depicting the image of a happy
family thereby using the slogan ‘Wérme fiirs Leben’ (warmth for life). The defendant,
a representative of the petroleum industry, created an advertisement in which it pro-

252 Lehmler (2002), p. 117.

253 Cf. BGH, NJW 1973, 800, 801.

254 BGH, GRUR 1960, 614.

255 BGH, GRUR 2003, 876, 878. See also von Have/Eickmeier, Statutory Protection of Television
Show Formats, ZUM 1994, 269, 274 et seq.

256 Cf. BGH, GRUR 2003, 973, 974.

257 Baumbach/Hefermehl (2004), § 4, 9.22; Kur, GRUR 1990, 10 et seq.

258 Lehmler (2002), p. 120.

259 Ibid, p. 121.

260 BGH, WRP 1997, 306, 309.
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moted the use of fuel oil as a combustible and used the same ‘format’ as the plaintiff by
depicting a happy family and using the same slogan. The Federal Supreme Court held
that the defendant, by using the same theme and slogan, had taken advantage of the
‘souvenir picture’ which the public had of the plaintiff’s advertisement. This led the
Federal Supreme Court to the conclusion that the public had, in fact, been confused as
to origin.

Not only in the case of confusion, but also if a trader exploits the reputation of a
competitor may the imitation of an advertisement be held unlawful. In the Rolls Royce
case,”' the defendant in its advertisement for the whiskey ‘Jim Beam’, depicted the
front view of a Rolls Royce, clearly showing the rectangular ROLLS-RR-ROYCE
insignia, the winged hood ornament as well as the characteristic radiator grill. On the
wing of the car two male persons in Texan-style attire were seated playing cards. The
Federal Supreme Court held that it is unlawful to exploit the goodwill invested in
another’s products and to use it as a prefix for its own advertising by relating the quality
of'one’s goods to the appraised goods of another. This may even be the case if the goods
as advertised by the defendant are not similar to the goods of the plaintiff. Nevertheless,
there will be no unlawful imitation if the other person’s products are only casually
depicted without any focus thereon.?** An action for unlawful imitation does not require
the defendant to have used pictures of another’s product in his advertisement. The use
of the advertising slogan ‘Ein Champagner unter den Mineralwéssern’*® in an advertise-
ment for mineral water was deemed to unfairly exploit the reputation of the famous
sparkling wine from the Champagne region.** In its more recent case law, the Federal
Supreme Court has increased the threshold for bringing an action for unlawful imitation
of advertisements by exploiting the reputation of a competitor. In the Salomon case,*®
the Federal Supreme Court did not believe the defendant to be unlawfully exploiting the
reputation of its competitor when it introduced a new brand of cigarettes under the name
Salomon, thereby using the same name as the plaintiff uses for its winter sport goods,
since the products were not similar. In a subsequent case, the defendant was allowed to

261 BGH, GRUR 1983, 247.

262 Lehmler, (2002), p. 124.

263 Translated: ‘A champagne amongst the mineral waters’.

264 BGH, GRUR 1988, 453, 454. In such a case that concerns an indication of origin, special provi-
sions on the protection of indications of origin may apply, that can be found in the German
Trademark Act. Part 6 of the Trademark Act has substituted section 1 of the UWG 1909 as the
legal basis for the protection of geographical indications of origin. See e.g. [2002] ETMR 89
(1091): where the defendant who had used the slogan ‘Champagner bekommenm Sekt bezahlen’
was held liable under Section 127 (3) of the Trademark Act because the indication of origin
‘Champagne’ was likely to be diluted or the reputation of its owner was likely to be damaged.

265 BGH, GRUR 1991, 456, 457.
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fabricate a replica of the famous formula 1 racing-car of ‘Mc-Laren’, as it was fabri-
cated for a morally just, ‘colourless’ purpose: to be used in a facsimile toy racetrack.>*

4.8.3.6 Limitations in time

Unlike intellectual property rights, the protection offered against unlawful imitations is
in principle not limited in time.”*” The main reason for this is their different nexus.
Intellectual property rights lose their exclusive application if the achievement they
protect, or more specifically the object they protect, is no longer deemed to be worthy
of protection, for example if the right holder has had ample time to recoup his invest-
ments. The protection against unlawful imitation, based on unfair competition on the
other hand, is not related to a certain object but to a certain behaviour that is unfair or
to special circumstances that authorize protection. These circumstances differ to a
certain extent depending on the type of unlawful imitation. There is, nevertheless, one
general rule that may cause the protection under unfair competition law to be limited in
time. As we have seen above, supra 4.8.3.2, the plaintiff has to prove that his original
product has certain ‘competitive characteristics’ in order to receive protection against
unlawful imitation. This means that if his products lose their ‘competitive characteris-
tics’, for example by losing their distinctiveness, he can no longer invoke the protection
granted under unfair competition law.

Previous decisions by the German courts have shown that the term of protection
depends on the type of unlawful imitation. Unlawful imitation by way of avoidable
confusion, for example, is not limited in time since it will always be possible for the
public to be confused in the future.”®® This type of protection preserves its function of
indicating the origin of a good, even after a long period of time. Unlawful imitation by
way of exploitation of another’s reputation, on the other hand, will no longer be
actionable if the original manufacturer has lost his reputation. Also when the unlawful
imitation is coupled with the obtaining of knowledge and data by dishonest means, the
protection will not last forever, but only for so long as the information retains its
confidentiality.”® Finally, if the imitator obstructs the original manufacturer by way of
his imitations, for example by using a method of systematic imitation, the manufacturer
will basically receive protection only as far as it is reasonably necessary to recoup his

266 BGH, WRP 1994, 599, 603.

267 BGH, GRUR 1999, 751, 754. See also Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-
9, 192.

268 Baumbach/Hefermehl (2004), § 4, 9.72; Kur, GRUR 1990, 12 et seq.; Erdmann (1995), 212. Cf.
BGH, GRUR 1998, 477, 478; Higher Regional Court (OLG) Diisseldorf, GRUR 1983, 748, 750.

269 Baumbach/Hefermehl (2004), § 4, 9.74.
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costs for the investments in and the marketing of the original product.”” The reason for
this limited period is that the function of this kind of protection, whereby the original
manufacturer receives protection against obstruction by a competitor, is to prevent the
competitor from benefiting from the fact that he did not have to make the same invest-
ments as the original manufacturer. During this limited period, the original manufacturer
is able to exploit the products or services which he himself manufactured or designed.
The protection against unlawful imitation by way of obstruction is therefore more or less
similar to the intellectual property rights that likewise offer protection in order to recoup
the investments made.

The exact term of protection granted in the case of obstruction is dependent on the
circumstances involved. If it involves the imitation of video games that fall outside the
scope of protection offered under copyright law, the protection under unfair competition
law is considered to be exhausted after six months to one year.””" If the product that is
imitated (with the original manufacturer being obstructed by the imitation) consists
chiefly of aesthetic features, the original manufacturer will in most cases receive
protection for the maximum protection that would have been granted under the Design
Act for an equivalent product, which is three years.?’* If fashion products are concerned,
the protection will in most cases not last for longer than the product cycle of one
season.””? With regard to the imitation of a product with technical features, the original
manufacturer cannot receive protection for a longer period of time than he would have
enjoyed under patent law. If the original manufacturer has already enjoyed protection
under patent law, additional protection against unlawful imitation combined with
obstruction is no longer possible.*™

4.8.3.7 Exclusive rights?

In section 4.8.2 I have already indicated that German law does not recognize an exclu-
sive, personal right to be free from imitations of one’s products, or more in general,
one’s performances, as is the case with intellectual property rights. Instead, the German
law of unfair competition is directed towards the regulation of market behaviour. So the
behaviour, the way in which a product is imitated, is decisive, not the fact that the
product is imitated as such, even when the fabrication of the product has involved a
great deal of labour and expenses. Unfair competition law therefore seeks to protect

270 Cf.BGHZ, GRUR 1968, 59; BGH, GRUR 1969, 620; BGH, GRUR 1986, 896; Higher Regional
Court (OLG) Diisseldorf, GRUR 1999, 73 et seq. See also Kohler, WRP 1999, 1079; Sack,
Festschrift Erdmann (2002), 714 et seq.

271 Higher Regional Court (OLG) Frankfurt, GRUR 1983, 758; Higher Regional Court (OLG)
Frankfurt, WRP 1984, 86.

272 Baumbach/Hefermehl (2004), § 4, 9.76.

273 BGH, GRUR 1984, 454. See Harte-Bavendamm/Henning-Bodewig/Sambuc (2004), § 4-9, 198.

274 BGH, GRUR 1990, 530; BGH, GRUR 2000, 526.
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consumers as well as the honest trader against unfair market behaviour instead of
focusing on the protection of the product itself.*”> So while a patent holder knows that
he has a right which he can use, whenever he wants to, the trader who is allegedly
harmed by unfair competition first has to prove that he is eligible for protection under
unfair competition law. And while a patent holder can prevent any imitation as long as
it infringes, the trader who will try to bring an action under unfair competition law will
only receive protection if the imitation is accompanied by special circumstances.?’®
Various authors in the literature, however, have indicated that the distinction between
regulating market behaviour and providing for an exclusive right is not that clear-cut.?”’
This is evident when we look at some of the types of unlawful imitation that have been
addressed in the previous sections. In particular, unlawful imitation by the use of
obstruction has many features that are similar to intellectual property rights. It is aimed
at providing a trader with the opportunity to recoup his investments and labour. More-
over, this action is limited in time, as indicated in the previous section, which means that
it does not really protect market behaviour, since then it would not be limited in time,
but that it protects and rewards labour, investments or maybe even creativity.*’®

4.8.3.8 Conclusion

The protection of someone’s achievements under German law has been primarily
regulated under the heading of unlawful imitation. This presupposes a focus on the
market behaviour of the dishonest competitor instead of focusing on the question of
whether the achievements of the original manufacturer are worthy of protection in light
of the labour and investments needed to create them. Neither the German legislator nor
the courts have allowed the introduction of a separate action of unfair competition
providing for protection of ‘quasi-intellectual property rights’. This does not mean that
German law does not offer any protection to the trader that is equivalent to the protec-

275 Cf. Koéhler/Piper (1995), § 1, 592.

276 Emmerich (2002), p. 141-142.

277 Sambuc (1996), No. 35 et seq.; Baumbach/Hefermehl (2004), § 4, 9.4; Harte-Bavendamm/
Henning-Bodewig/Sambuc (2004), § 4-9, 6-8.

278 Many authors, however, have opposed the idea of introducing ‘quasi-intellectual property rights’
via the UWG, see e.g.: Beater, Nachahmen im Wettbewerb (1995), p. 344 et seq.; Emmerich, in:
Festschrift fiir Gernhuber (1993), p. 863 et seq.; Emmerich, Unlauterer Wettbewerb, in: 50 Jahre
BGH, Festgabe aus der Wissenschaft, Volume II, Munich 2000, p. 633; Nordemann,
Wettbewerbsrecht, 8" edition (1996), No. 357 et seq.; RoBler, GRUR 1995, 549. Others , on the
other hand, are in favour of introducing protection under the UWG for ‘commercial achieve-
ments’, see e.g. Fezer, Der wettbewerbsrechtliche Schutz der unternehmerischen Leistung, in:
Gewerblicher Rechtsschutz und Urheberrecht in Deutschland, Volume II, 1991, p. 961 et seq.;
Sambuc, Der UWG Nachahmungsschutz, 1996; Sack, Nachahmen im Wettbewerb, ZHR 160
(1996), 493. See for a detailed analysis of this controversy Walch, Ergénzender Leistungsschutz
nach § 1 UWG, Carl Heymanns Verlag 1992, 178 pp.
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tion offered under intellectual property law. In particular in the case of an imitation that
is accompanied by the exploitation of another’s reputation or by the obstruction of a
competitor, the distinction between intellectual property law and unfair competition law
seems to fade away. In these cases the plaintiff may not merely receive protection
against misrepresentation, as is the case with confusion as to origin, but may even
receive protection against the misappropriation of, for example, his goodwill even
without the presence of a likelihood of confusion. If we consider this, it is evident that
unfair competition law offers extended protection to a trader, although the principle of
free competition, combined with the pre-emptive effect of intellectual property rights,
may ensure that the courts will not be very eager to grant such general actions under
unfair competition law. Despite the various ways in which the UWG 2004 has liberal-
ised German unfair competition law,*”” businesses are nonetheless still offered various
opportunities to protect their goods and services from being misappropriated even in the
absence of any customer confusion. This is evidently shown by the broad protection that
is still awarded— even under the UWG 2004 — to traders who feel that their reputation
or goodwill is being abused or who feel that they are obstructed in exploiting all by
themselves the products or services which they have manufactured or made available.
As aresult, there is a risk of unwanted monopolies that are created under unfair compe-
tition law. Although protection which is additional to the protection offered under
intellectual property law is feasible as well as necessary to ensure workable competition,
it may cause the law of unfair competition to cross the ‘boundaries’ of intellectual
property law.

4.8.4 Protecting Know-how
4.8.4.1 Introduction

Sections 17 to 19 UWG contain a rather comprehensive regulation with regard to the
protection of know-how. The regulation of know-how protection under the new UWG
largely corresponds with the regulation under the UWG 1909.%** Section 17 displays the
basic rules with regard to the protection of know-how. Section 18 deals with the specific
case when someone who has been entrusted with a submittal or technical instruction that
is confidential, exploits this confidential information or communicates it to another
without permission. Section 19 prohibits a person from inducing someone or from of-
fering someone the possibility to violate Sections 18 and 19 UWG. Violation of Sec-
tions 17-19 can lead to various claims. First of all, they can lead to criminal sanctions.**!

279 See supra 4.2.5.

280 Explanatory statement to the UWG 2004, Deutscher Bundestag, Drs. 15/1487, p. 26. See also
Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), §§ 17-19, 8.

281 See sub 4.8.4.3 et seq.
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These criminal sanctions can be a ground for an action under tort law, in particular
under the main tort provision embodied in § 823 Il BGB.*** The plaintiff may also have
the possibility to bring a contractual action against the defendant, if the defendant has
acted in breach of confidence. This requires the presence of a confidentiality agreement
or special circumstances that generate a fiduciary duty on the part of the defendant.?*?
Finally,”® a violation of Sections 17-19 UWG will likely constitute unfair competition
under Sections 4(11) UWG (breach of law), Section 4(9¢) UWG (obtaining knowledge
and data by dishonest means) or Section 4(10) UWG (obstructing a competitor). In the
following sections, I will give an overview of the protection of know-how, or in other
words trade secrets, under German law, in particular under the UWG.

4.8.4.2 The definition of a trade secret

The UWG does not contain a definition of a ‘trade secret’. However, case law has
provided for a definition of this term. According to the Federal Supreme Court, a trade
secret is ‘any facts related to a business, which have not been made public but are only
known to a limited amount of persons, and which are supposed to be kept a secret
according to the manifested intention of the owner of the business, the intention being
based on justified economic interests’.2*> A first prerequisite is thus that the information
is confidential. The information should therefore not be known to the public, nor be
publicly available.” If the information is freely accessible, or easily accessible with
honest means, the information is deemed to be publicly available.”® The same is true
when the trade secret is accessible to the average professional by way of an ordinary
analysis.™ If it is possible to acquire the confidential information by way of reverse-
engineering, without it costing too much effort and expenses, this may be done at the

282 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 50; Baumbach/Hefermehl
(2004), § 17, 53.

283 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 51-57; Baumbach/Hefer-
mehl (2004), § 17, 53.

284 See Baumbach/Hefermehl (2004), § 55-57 for some very specific actions, which I do not mention.

285 ‘Denn Geschifts- oder Betriebsgeheimnis ist jede im Zusammenhang mit einem Betrieb stehende
Tatsache, die nicht offenkundig, sondern nur einem eng begrenzten Personenkreis bekannt ist und
nach dem bekundeten Willen des Betriebsinhabers, der auf einem ausreichenden wirtschaftlichen
Interesse beruht, geheimgehalten werden soll’. See BGH, GRUR 1955, 425; BGH, GRUR 1961,
43; BGH, GRUR 2003, at 358.

286 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 3-4; Baumbach/Hefermehl
(2004), § 17, 6; Fezer (2005), § 17, 12 et seq.

287 Higher Regional Court Bavaria (BayObLG), GRUR 1991, 695.

288 RGZ 149, 334; Regional Court (LG) Munich, I CR 1986, 38; Higher Regional Court Hamburg,
GRUR-RR 2001, 137. See also Reimann, Einige Uberlegungen zur Offenkundigkeit im Rahmen
von §§ 17 ff. UWG und von § 3 PatG, in: Festschrift fir Ulrich Krieger, Weinheim 1998, 298
(GRUR 1998, 298).
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expense of the keeper of the trade secret.”® The fact that the information is known to
multiple persons does not mean that it is not confidential. The group of people who are
aware of the confidential information must be clearly limited though,*** and checkable
by the keeper of the confidential information." An issue of importance is whether the
circumstances imply that a person has a duty of confidentiality. This is the case, for
example, if a person has a duty of confidentiality based on a confidentiality agreement
or based on the legal implications of his profession as is the case inter alia with accoun-
tants, physicians or lawyers.**?

Next to the information being confidential, the entrepreneur must have an economic
interest in keeping the information confidential.*”* The undesired dissemination of the
confidential information should therefore be likely to damage his own business or be
beneficial to a competitor’s business.”* In addition, the entrepreneur must demonstrate
his intention to keep the information confidential and he must clearly express this
intention to the recipient of the confidential information, although it is sufficient if the
intention follows from the nature of the information that is being communicated.””
There are no requirements as to the form of the trade secret; it may also exist purely in
the mind.**

4.8.4.3 Betrayal of trade secrets

Section 17(1) considers it a criminal act for an employee to disclose for commercial
purposes, without permission, during the period of his employment, confidential
information with which he has been entrusted with or which has become accessible to
him, for his self-interest or the interest of a third party or in order to harm his employer’s
business. The employee is not criminally liable if he knew about the confidential
information beforehand or if he acquired this knowledge independently of his employ-
ment.”” It does not matter whether or not the employer has created the trade secret by

289 Cf. Higher Regional Court Diisseldorf, OLG Report 1999, 55

290 Fezer (2005), § 17, 14.

291 Gloy/Harte-Bavendamm, Handbuch des Wettbewerbsrechts, § 44, NO. 10; Tébbens, Wirtschafts-
spionage und Konkurrenzausspdhung in Deutschland, Neue Zeitschrift fiir Strafrecht (NStZ),
2000/10, 506.

292 Baumbach/Hefermehl (2004), § 17, 7.

293 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 6; Fezer (2005), § 17, 20.

294 Baumbach/Hefermehl (2004), § 17, 9.

295 BGH, GRUR 1969, 343; BGH, NJW 1995, 2301. Cf. Fezer (2005), § 17, 18; Harte-Baven-
damm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 5.

296 Baumbach/Hefermehl (2004), § 17, 11.

297 Baumbach/Hefermehl (2004), § 17, 15; Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm
(2004), § 17, 9.
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himself while being employed.*”® If the employee discloses the information after the
period of his employment, he cannot be held criminally liable,” but he may still be held
liable under civil law.**

The betrayal of trade secrets constitutes an offence which is punishable by law.*"!
The offender can be punished by up to three years imprisonment or a fine. In very
serious cases the offender can be punished by up to five years imprisonment or a fine.*”*
A very serious case is when the offender acts professionally, if he knew at the time of
the disclosure that the trade secret would be exploited abroad, or if he himself plans to
exploit the trade secret abroad. An attempt to commit this offence is punishable by law
as well.*”

4.8.4.4 Industrial espionage

Section 17(2)(1) concerns cases of industrial espionage. Under this section, a person
who, without permission, procures or secures a trade secret for commercial purposes,
out of self-interest or for the benefit of a third party or with the intention to harm the
entrepreneur, by applying technical means, by fabricating a reproduction embodying the
trade secret or by seizing an object that embodies the trade secret can be held criminally
liable. The technical means include the use of inter alia photocopiers, cameras, monitor-
ing equipment as well as computers.** The act of industrial espionage is punishable by
law.** The attempt to commit this offence is punishable by law as well.**

298 BGH, GRUR 1977, 540. Cf. Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004),
§17,9;

299 Cf. BGH, GRUR 1955, 405. See also Sieber, in Hoeren/Sieber, Handbuch Multimediarecht,
loose-leaf, Beck: Munich, part 19, No. 443; Diemer, in: Erbs/Kohlhaas, Strafrechtliche Neben-
gesetze, UWG § 17, 22; Schlétter, Der Schutz von Betriebs- und Geschiftsgeheimnissen und die
Abwerbung von Arbeitnehmern: Eine rechtsvergleichende Untersuchung des englischen, fran-
z6sischen und deutschen Rechts, GWR Volume 99, Carl Heymanns Verlag: Cologne 1997,p. 151
et seq.

300 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 12; Baumbach/Hefermehl
(2004), § 17, 22.

301 Section 17(1) UWG.

302 Section 17(4) UWG.

303 Section 17(3) UWG.

304 Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 17, 22; Fezer (2005), § 17,
56-57.

305 Section 17(2) in conjunction with 17(1) UWG. See supra 4.8.4.3.

306 Section 17(3) UWG in conjunction with § 23 of the Criminal Code.
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4.8.4.5 Exploitation of trade secrets

Section 17 (2)(2) concerns the unauthorised exploitation of trade secrets. A person may
be held criminally liable if he exploits or discloses a trade secret without permission, in
case he has obtained the trade secret by the unauthorised disclosure of another party,*”’
or in case he has obtained, procured or secured this trade secret without permission.*®
This section de facto penalises the person who tries to benefit from an unlawful acquisi-
tion of confidential information. Even when the offender does not directly use or
incorporate the trade secret, but modifies it or enhances it, he can still be held liable as
long as it is clear that he could not have arrived at the same result without expending
extra time or investments.**” The unauthorized exploitation of trade secrets is punishable
by law.’'® The attempt to commit this offence is punishable by law as well.*"

4.8.4.6 Exploitation of entrusted submittals or technical instructions

The German legislator has drafted a separate provision for cases involving the unauthor-
ised exploitation of entrusted confidential information. Section 18 UWG states that an
offender can be punished by up to two years imprisonment or a fine when he, without
authorisation, exploits or discloses, for commercial purposes or for his self-interest,
submittals or technical instructions like graphs, samplers, templates, sections or recipes,
that were entrusted to him in the course of trade. This section is an elaboration of
Section 17 UWG. Section 18 is in particular drafted for the case in which two busi-
nesses have entered into negotiations and one of the contracting partners entrusts the
other with confidential information. If the contracting partner that has received the
confidential information starts to exploit it or to disclose it without the proper authorisa-
tion, he may be held criminally liable. To bring an action under Section 18 UWG, the
plaintiff has to prove that the defendant was entrusted with the confidential information.
The plaintiff can prove this by referring to a confidentiality clause in the contract or by
referring to the duty that was placed upon the defendant while entering into negotia-
tions, be it explicitly or implied, to use the confidential information solely in the interest
of the party that had entrusted the information.’'> Submittals are instruments that are
used as an example for demonstrating the new products that can be developed or
manufactured. The wording of Section 18 cites a couple of instances which are consid-
ered to be submittals, like graphs and samplers. This includes, for example, architec-

307 See Section 17(1) UWG.

308 See Section 17(2)(1) UWG.

309 BGH, WRP 2001, 1177.

310 Section 17(3) in conjunction with 17(1) UWG. See supra 4.8.4.3.

311 Section 17(3) UWG in conjunction with § 23 of the Criminal Code.

312 Appellate Court (KG), GRUR 1988, 703; Higher Regional Court (OLG) Hamm, WRP 1993, 38.
Cf. Fezer (2005), § 18, 16 et seq.
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tonic blueprints ,*'* furniture drawings,*'* computer programs®'® and advertising slo-
gans.’'® The submittal does not necessarily have to be a trade secret within the meaning
of Section 17, although it should not be common knowledge since this would impair the
confidential nature of the submittal.’’’ The duty that rests on the recipients of the
confidential information to keep it secret does not expire after the termination of the
contractual relationship or because of the failure of the contractual negotiations.*'®

4.8.4.7 Solicitation or offer to betray trade secrets

Under Section 19(1) UWG a person can be held criminally liable if he induces another
person, for commercial purposes or for his self-interest, to commit or instigate a
criminal act in accordance with Sections 18 and 19 UWG. Subsection (2) states that it
constitutes an offence to express one’s willingness, or to accept another’s offer or to
arrange with another, for commercial purposes or for one’s self-interest, to commit or
instigate a criminal act in accordance with Sections 18 and 19 UWG. Subsection 2
reproduces § 30 II Criminal Code.>”” The first subsection covers the inducement of
another to commit a criminal act, while the second subsection covers the case when the
criminal act is personally committed. Section 19 has as its purpose to deprive a competi-
tor of the possibility to approach an employee of a rival business in order to gain
knowledge of trade secrets.””” An inducement can emanate inter alia from the sending
of a letter, or the asking of a question that requires an answer leading to the betrayal of
a trade secret.**! Section 19 UWG has been criticized in the German literature due to its
limited practical use*** as well as the fact that it places the culpability unusually far

313 Higher Regional Court (OLG) Karlsruhe, WRP 1986, 623.

314 Imperial Court (RGSt) 48, 76 et seq.

315 Gloy/Harte-Bavendamm, Handbuch des Wettbewerbsrechts, § 43, No. 204 et seq.; Rupp,
Strafrechtlicher Schutz von Computersoft- und Orgware nach §§ 17 ff. UWG unter Beriicksichti-
gung der Reformentwiirfe zum UWG, WRP 85, 678; Fezer (2005), § 18, 12.

316 Appellate Court (KG), GRUR 1988, 703. See also Fezer (2005), § 18, 13.

317 BGHZ 82, 373.

318 Because of the after-effect of the fiduciary duty. See Baumbach/Hefermehl (2004), § 18, 13.

319 Cf. Harte-Bavendamm/Henning-Bodewig/Harte-Bavendamm (2004), § 19, 1.

320 Arians, Der strafrechtliche Schutz des Geschéfts- und Betriebsgeheimnisses in der Bundesrepu-
blik Deutschland, in: Oehler (ed.), Der strafrechtliche Schutz des Geschifts- und Betriebs-
geheimnisses in den Lindern der Europiischen Gemeinschaft sowie in Osterreich und der
Schweiz I, Volume 2, 1978, p. 375; Diemer, in: Erbs/Kohlhaas, Strafrechtliche Nebengesetze,
UWG § 20, No. 1; Otto, in: Jacobs/Lindacher/Teplitzky, UWG, GroBkommentar zum Gesetz
gegen den unlauteren Wettbewerb mit Nebengesetzen, Gruyter, UWG § 20, 1.

321 Imperial Court (RGSt) 32, 310.

322 Cf. Otto, in UWG GroBBkommentar, UWG § 20, 1.
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ahead compared to § 30 Criminal Code that is limited to indictable offences.*** Fezer
also points to the stressed relationship between, on the one side, Section 19 UWG and,
on the other, Sections 17 and 18 UWG. While Section 19 requires the offender to act
solely for commercial purposes or for one’s self-interest, Section 17 for instance
includes cases in which the offender acts in the interest of a third party or in order to
harm his employer’s business. Fezer therefore wonders whether it would not be better
to repeal Section 19.%*

4.9  CONCLUSION

Triggered as well as inspired by the recent initiatives of the European Commission to
harmonise the law of unfair competition within the European Union, the German
legislator has executed an ambitious legislative project in order to bring about the
modernisation and liberalisation of German unfair competition law. This liberalisation,
which started with the repeal of the provisions governing special sales events and
special offers, has resulted in a modernized and more liberal new UWG 2004 that
explicitly includes protection for the consumer. The UWG 2004 has been restructured
so as to fall in line with current’® as well as pending®*® Community unfair competition
law. The ultimate goal of the new UWG 2004 is to be launched as a guideline for the
(future) harmonisation of unfair competition law.

The question of course is whether the German legislator has succeeded in drafting
new legislation that can serve as a pioneer in the process of the harmonisation of unfair
competition law. It is evident that, by way of the modernisation and liberalisation of its
law, the German legislator has taken an important step towards the adoption of a
common European standard for unfair competition. The inclusion of consumer protec-
tion in the wording of the UWG, the adoption of a liberal European standard for the
‘average consumer’ in misleading advertising, the toning down of the doctrine of
‘insertion into a non-proprietary series’, the introduction of an action for skimming-off
extra profits, the introduction of a threshold for ‘de minimis’ cases, and, finally, the

323 Fezer (2005), § 19, 13. See also Lampe, Der strafrechtliche Schutz des Know-how gegen
Veruntreuung durch den Vertragspartner, BB 1977, 1481; Kriiger, Der strafrechtliche Schutz des
Geschifts- und Betriebsgeheimnisses im Wettbewerbsrecht: eine Untersuchung zum derzeitigen
und kiinftigen Rechtszustand, diss. Bielefeld, Europdische Hochschulschriften, 2d series,
Rechtswissenschaft, Volume 405: 1984 , p. 175 et seq.

324 Fezer (2005), § 19, 13. Alternatively, he considers setting aside any special notions in Section 19.
See also Mitsch, Strenge Akzessorietdt der Teilnahme und andere Merkwiirdigkeiten im neuen
§ 19 UWG, Wistra 2004, p. 161 et seq.

325 In particular the Directive on Misleading and Comparative Advertising.

326 The Unfair Commercial Practices Directive that in the meantime has become law, as well as the
draft Regulation on Sales Promotions.
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replacement of ‘outdated’ legal terminology by terminology used in European legisla-
tion as well as the adoption of the structure used in European legislation are good
examples of the effort that has been made to come to a modern European-like model of
legislation. Whether this complete ‘makeover’ of German unfair competition law is, in
the end, suitable to be followed as an example by the Community legislator is a matter
that is not easy to decide, besides the fact that the Community legislator has obviously
already taken a road of its own by enacting the Unfair Commercial Practices Directive.

It is a fact that the traditional ‘coloured’ picture of German law offering a very high
level of protection to traders against unfair competition, and thereby neglecting the basic
principle of freedom of imitation, is no longer accurate. This does not mean, however,
that under the UWG 2004 traders are no longer able to claim for extended protection
against unfair competition. On the contrary, in some cases traders still enjoy very broad
protection. This might lead to undesirable results if protection is awarded against cases
of unlawful imitation that do not confuse the public as to origin, but where other
circumstances lead to the liability of the imitator. This extended protection is offered in
particular in cases where a trader believes that his reputation or goodwill is being
abused or when he feels that he is being obstructed in himself exploiting the products
or services he has manufactured or made available. By offering protection to traders
under these circumstances, German unfair competition law still employs a type of
protection that is equivalent to the protection offered under intellectual property law.
But, in contrast to intellectual property rights, there are no special justifiable economic
or social considerations, such as in the case of patent law the right to recoup one’s
investments, that justify the creation of such a monopoly. While for intellectual property
rights a deliberate choice has been made to create a monopoly, after meticulously
balancing all the interests involved, for these extended actions under unfair competition
law, a de facto comparable monopoly is created as well, in the form of an action against
misappropriation that has nothing to do with an action solely based on misrepresenta-
tion. By allowing direct protection to the trader against the misappropriation of his trade
values, without assessing whether there is unfair behaviour involved, it is very likely
that the principle of freedom of imitation that creates a system of fair, workable compe-
tition may be in danger. It is therefore better to accommodate this kind of protection
within the system of intellectual property laws, instead of accommodating it under
unfair competition law thereby unnecessarily stretching the concept of unfair competi-
tion.*’

327 Cf. Kur (1992) 23 IIC 218 at 228, who argues that these issues of misappropriation and dilution
should be seen as trademark issues, rather than to be sidelined as an unfair competition debate.
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CHAPTER 5

English Law

5.1 INTRODUCTION

Unlike the legislation in most European countries, no statutory provisions exist in the
UK dealing specifically with unfair competition. The courts in the UK have been reluc-
tant to develop a general principle of unfair competition,' despite the accession of the
UK to the Paris Convention bringing along the obligation to assure to nationals of other
countries effective protection against unfair competition.? Part of this subject-matter,
however, is dealt with in more than 100 Acts and Statutory Regulations, precedents and
self-regulatory Codes of Conduct. Nevertheless, a general action for unfair competition
does not exist in English Law.> A number of torts, however, fill this gap to some extent,
the most important of these being passing off, defamation and malicious falsehood. In
addition to this, a diverse set of statutory legislation, mainly in the field of consumer
protection, and various self-regulatory codes of conduct exist that regulate unfair trade
practices. In the next sections, these torts, regulations and codes of conduct will be

1 Seee.g. the comments of the Privy Council in Cadbury-Schweppes Ltdv. Pub Squash Co Pty Ltd
[1981] RPC 429 and the statement by Jacob J in the case Hodgkinson & Corby Ltd and Roho Inc.
v. Wards Mobility Services Ltd, see sub 17. See also the next paragraph. Nonetheless, the British
Code of Advertising, Sales Promotion and Direct Marketing requires, in section 2.3, all forms of
non-broadcast advertising to respect the principles of fair competition generally accepted in
business. See sub 23.

2 See with respect to the effect of Article 10°* of the Paris Convention in the United Kingdom, §
2.1.1. It is interesting to notice that in the neighbouring common law system of the United States,
a general (limited) notion of unfair competition does nevertheless exist. In 1918 the US Supreme
Court adopted in the well-known INS case (248 US 215 (1918)) a doctrine of misappropriation,
although its full effect has been tempered over the years. See also supra § 2.5. In addition, claims
can be brought under Section 43 of the Lanham Act as well as under various state unfair competi-
tion statutes and under state common law. Furthermore, the Federal Trade Commission adminis-
ters the FTC Acts, including the Unfair Deceptive Trade Practices and Consumer Protection Act,
thereby warranting the fairness and freedom of competition. See for more details on US unfair
competition law: Callmann, Unfair Competition, Trademarks and Monopolies, Thomson/West
(looseleaf); McCarthy, McCarthy on Trademarks and Unfair Competition, Thomson/West, 4th
ed. (looseleaf).

3 See also the next section. See for an analysis of unfair competition law in the United Kingdom
from the viewpoint of a German lawyer: Bodewig, Das Recht des unlauteren Wettbewerbs in
Grossbritannien: Ein Dreiklang von Fallrecht, Gesetzesrecht und Selbstkontrolle, GRURInt 2004
(7/8), p. 543-558.
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discussed, as well as the question of whether the tort of passing off relates to a wider
concept of unfair trading. In the absence of a general action for unfair competition, there
will be no separate section on the development of English unfair competition law unlike
the previous two chapters. Instead, the development of each separate tort will be
discussed, as far as it is necessary, in the sections dedicated to these torts.

5.2 REJECTION OF A GENERAL ACTION FOR UNFAIR COMPETITION

Before examining how unfair trading practices are addressed under English law, it is
important to outline the system of torts under English law,* and to examine why no tort
of unfair competition exists under English law. For this reason, we have to distinguish
between the meaning of tort in civil and common law jurisdictions. Whilst in the civil
law tradition, distinctions between delicts have been ironed out over the course of time
to the point where a general principle of delictual liability has been created, Anglo-
American common lawyers have adhered to a clearly defined number of separate torts
and have refrained from creating a single denominator in the form of a general tort
clause. English law has not adopted a prima facie tort theory whereby any harm which
one person inflicts on another person is actionable in the absence of lawful justification.
Instead English law recognises discrete nominate torts.” The common law torts are,
therefore, separate and independent torts, each having its own preconditions and its
appropriate defences, and each protecting a particular interest of the citizen against a
specified form of invasion.®

So, English law demonstrates a closed system of torts. This fact, combined with the
fact that no tort of unfair competition exists, justifies the conclusion that no specific rule
on unfair competition exists under English law, as indicated in the previous section.
That does not mean, however, that the English system of torts is not flexible enough to
address new types of unfair trading practices. As we will see, below, the tort of passing
off has had its parameters relaxed, so as to address new types of unfair behaviour.” One

4 See for a complete analysis of English tort law: Rogers, Winfield and Jolowicz on Tort, Sweet
& Maxwell 2002, 1008 pp.; Weir, Tort Law, Oxford University Press 2002, 240 pp.; Jones,
Textbook on Torts, Oxford University Press 2002, 784 pp.; Clerk/Dugdale/Lindsell, Clerk and
Lindsell on Torts, Sweet & Maxwell, 19 ed., 2005; Mitchell/Grubb (Ed.), The Law of Tort,
Butterworths Law 2000, 1030 pp.; Deakin/Johnston/Markesinis, Markesinis and Deakin’s Tort
Law, Clarendon Press 2003, 962 pp.; Cane, Tort Law and Economic Interests, Clarendon Press
1991, 559 pp.; Ibid, The Anatomy of Tort Law, Hart Publishing 1997, 264.

5 Coleman, The legal protection of trade secrets, London: Sweet & Maxwell 1992, p. 47.

6  Zweigert/Ko6tz, An Introduction to Comparative Law, Oxford: Clarendon Press 1992, p. 605. See
for a general (as well as comparative) overview of the characteristics of the common law of tort,
and English law in general, chapter III and VIII-E of this book.

7  Seesub §5.5.1.6.
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could wonder, nonetheless, why a general action for unfair competition has so far been
rejected by British Common Lawyers. Some underlying motives for this rejection can
be marked.®

First of all, the common law courts were not favourable towards large generalisa-
tions about rights. Adopting a broad principle such as ‘unfair competition’ would have
been foreign to their traditional caution. In addition to this, the fear of a flood of liti-
gation prevented the courts from allowing a wide range of claims based on unfair
competition.” The specific structure of the British court system, with a small number of
superior judges, prevented the adoption of a general action for unfair competition from
a practical point of view. The courts were opposed to becoming a forum for justifying
the advertising claim of one business competitor against those of another.'® Thirdly,
freedom to trade and, consequently, the freedom of competition were motives that
marked the agenda of Britain before the First World War, facing the growing compe-
tition of protectionist Germany and the USA. The UK formally subscribes to strict free-
market principles in accordance with which product simulation is a right rather than a
wrong."" Legal interference in the economic market, with the danger of creating a
monopoly, was seen as unfavourable at that time. The judges decided to avoid regulat-
ing unfair trading practices and were unwilling to participate in the formulation of
economic policy.'? The emergence of ‘consumerism’ in the developed economies, which
influenced the doctrine in parts of Europe and called for more protection against unfair
trading practices, did not fundamentally change this view.

The notion of ‘unfair’ proved to be one of the prime obstacles to adopting a general
principle of unfair competition. Whether a certain act could be classified as constituting
unfair competition depends on one’s individual notion of what constitutes ‘unfair’. This
criterion can lead to uncertainty. Indicative in this respect is the statement by Fry LJ in
Mogul Steamship Co. v. McGregor Gow & Co.:"

‘to draw a line between fair and unfair competition, between what is reasonable and unreasonable,
passes the power of the courts.’

8  Cornish, Intellectual Property, Fourth Edition, London: Sweet&Maxwell 1999, par. 1-18.

9  See e.g. White v. Mellin [1985] A.C. 154 at 164, HL.

10 Cornish (1999), 1-19.

11 Reichman, Legal Hybrids between the Patent and Copyright Paradigms, 94 Col. LR 2432 (1994),
at 2465; Lahore, Products Simulation and Copying the Get-up of Goods, EIPR [1979], p. 146.

12 Asputby Lord Davey in [1902] AC 484, p. 500: ‘public policy is always an unsafe and treacher-
ous ground for legal decisions’. See for more details on this issue Carty, An Analysis of the
Economic Torts, Oxford University Press 2001, p. 9.

13 (1889) 23 Ch.D. 598 at 625-626.
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British Common lawyers have traditionally refused to embrace concepts such as fairness
or good faith in business,'* leaving the moral issue in the hands of the players on the
market and refraining from applying any legal sanctions.

This leads to the conclusion that advocates of a concept of unfair competition in the

common law countries'® were not met with a wide response.'® Or, as Jacob J. recently
commented in the English High Court:

‘I turn to consider the law and begin by identifying what is not the law. There is no tort of copying.
There is no tort of taking a man’s market or customers. Neither the market nor the customers are

14

15

16

206

See Robertson/Horton, Does the United Kingdom or the European Community need an Unfair
Competition Law?, EIPR 1995, 17(12), 568-582, who cite Lord Ackner in Walford v. Miles
[1992] 2 AC 128, at 138: ‘A duty to negotiate in good faith is as unworkable in practice as it is
inherently inconsistent with the position of a negotiating party.” Robertson and Horton point out
that this statement has been questioned by Steyn J in his Royal Bank of Scotland Law Lecture
1991, delivered at Oxford University (see Steyn, The role of good faith and fair dealing in
contract law: a hair-shirt philosophy?, in: Democracy through law, selected speeches and
judgements, Hampshire: Dartmouth 2004, p. 213-223) and has been diluted by the Unfair Terms
in Consumer Contracts Regulations, Article 4, ST 1994/3159, which requires the application of
a test of good faith as a test of enforceability of certain contractual terms. Dworkin argues that:
‘(...) law and business morality overlap and the courts may apply their own standards to determine
which unethical and unfair activities constitute unlawful competition and which activities, though
unethical (and in that non-legal sense unfair), must remain legally permissible. There are those
who would argue that such tasks should not be undertaken lightly by the courts.’, see Dworkin,
Unfair Competition: Is the Common Law Developing a New Tort?, EIPR [1979] 241.

Elliot, The Common Law: Unfair Competition and sui generis Legislation, A Time for Reap-
praisal, (1992) 20 TMW Jan/Feb 25-30.; Lahore, Design and Petty Patents: A Broader Reform
Issue, (1996) 7 AIPJ 7; Dworkin, [1979] EIPR 241.

See in addition to the above mentioned statement of Fry LJ: Swedac v. Magnet & Southerns,
[1989] 1 F.S.R. 243, per Harman J.:

‘The man who makes a better mousetrap, leading to people beating a path to his door to buy it,
will inevitably damage the business of the makers of the earlier, worse mousetraps; they will,
perhaps sadly, go out of business unless they are backed; but that is what competition is about;
and that is what has been the driving force for the success of the capitalist world. It is an abso-
lutely fundamental proposition, in my view, which Mr. Hobbs was right to emphasise, that this
alleged tort really amounts to saying that there has been competition, and adding the old nursery
cry ‘It’s unfair!” To that I would only cite my nanny’s great nursery proposition: ‘The world is
a very unfair place and the sooner you get to know it the better.” In my view, unfair competition
is not a description of a wrong known to the law. Competition that causes some loss may also be
unfair because it breaks existing legal rights, but competition which is effective is not thereby
unfair.” In Cadbury Schweppes Prop. Ltdv. Pub Squash Prop. Ltd[1981] 1 Al ER 213, the Privy
Council put forward that their Lordships expressed no opinion on the development of a tort of
unfair competition by the US Supreme Court in the landmark case International News Service v.
Associated Press (1981) 248 US 215.
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the plaintiff’s to own. There is no tort of making use of another’s goodwill as such. There is no tort
of competition.’"’

So, as we can see, no general action for unfair competition law exists under English law.
In the following sections we will see that, nevertheless, a variety of torts, regulations
and codes of conduct do create a framework of protection that, at least to some extent,
is equivalent to the protection provided for under unfair competition law in most of the
continental European countries.

5.3 MISLEADING ADVERTISING
5.3.1 Introduction

Adpvertising in the UK is controlled by an intricate framework of patchy legal controls
alongside, and sometimes overlapping with, various regulations and codes emanating
from a wide range of statutory, quasi-statutory and self-regulatory bodies. The primary
and main source for controlling advertising are the various self-regulatory Codes of
Conduct. Most of the cases of misleading advertising are handled under this self-
regulatory regime. In addition to this, a diverse set of statutory legislation can lead to
civil remedies or criminal convictions in the case of a misleading advertisement, such
as the Trade Descriptions Act, the Consumer Protection Act and the Control of Mislead-
ing Advertisements Regulation 1988. Finally, in the event of an advertisement that
infringes a private right of an individual, the person involved may have a civil remedy
under common law. Whereas the United Kingdom has deliberately abstained from
granting private law remedies under the Control of Misleading Advertisements Regula-
tion, most of these civil claims in an advertising context will likely be framed in tort, for
example defamation, malicious falsehood or passing off.'®

5.3.2 British Code of Advertising, Sales Promotion and Direct Marketing

In addition to specific legislation, a wide-ranging system of self-regulation exists, based
upon several Codes of Practice.'” This self-regulatory system has been established so

17 Case Hodgkinson & Corby Ltd and Roho Inc. v. Wards Mobility Services Ltd [1995] FSR 169.

18 These torts will be discussed sub § 5.4 et seq.

19 The system of self-regulation in the UK has been criticized since the mid-1990s, despite the fact
that this system has been a source of inspiration to other countries and has been copied by many
of them. The government, however, continues to be a strong supporter of the self-regulatory
controls on advertising in the UK as run by the Advertising Standards Authority. See e.g. Mem-
bers in Commons Hansard Written Answers (reports of the proceedings of the main Chamber of
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as to give effect to section 5 of the Directive on Misleading Advertising. The Advertis-
ing Standards Authority (ASA) is responsible for investigating complaints of breaches
— from any source —of the British Code of Advertising, Sales Promotion and Direct
Marketing (the CAP Code), a comprehensive industry self-regulatory set of rules that
apply to all advertisements in non-broadcast media.”® The self-regulatory bodies
themselves have to comply with a wide range of statutory rules, the most important
being the Control of Misleading Advertisements Regulation 1988.%'

The Code requires an advertisement to be legal, decent, honest and truthful and to
be prepared with a sense of responsibility to both consumers and society.?* In addition,
the advertisement should respect the principles of fair competition generally accepted
in business.” If claims in an advertisement are disputed, the burden of proof lies with
the advertisers, who must provide documentary evidence to substantiate their claims.**
The ASA?® can issue a ruling or ‘adjudication’ against the advertiser, demanding the
amendment or withdrawal of the advertisement and assurances that the misleading as-
pects will not be repeated. In exceptional circumstances, the ASA Council can be asked
to reconsider its ruling.* If the advertiser does not comply, sanctions are applied. This
can be the publishing of the ruling on the internet,”’ alerting the publishers and other
media to withhold their services and to refrain from accepting the advertisements,
revoking, withdrawing or temporarily withholding recognition and certain trading
privileges to a member that does not comply with the Code,*® and the vetting of some
or all future advertisements. An obligatory publication of rulings through the previously
offending media seems to be missing from this list of sanctions, though.

The ASA is abody whose decisions are subject to judicial review. The Courts have,
however, been very reluctant to correct the ASA’s judgements® and have confined

the House of Commons) text of 20 June 2000, No. 126329-126330; of 6 June 2000, No. 124084;
of 22 July 1996, No. 37754, 37783.

20 The Committee of Advertising Practice (CAP) devises and amends the Code and offers advice
on advertising to advertisers prior to publication.

21 These regulations will be discussed later on.

22 Section 2.1 and 2.2 of the Code.

23 Section 2.3 of the Code. For a comprehensive explanation of the Code, See Howells/Voigt, United
Kingdom, in: Micklitz et al. (ed.), Marketing Practices Regulation and Consumer Protection in
the EC Member States and the US, Baden-Baden 2002: Nomos Verlagsgesellschaft, p. 383-385.

24 See section 3.1 of the Code.

25 Usually in conjunction with the CAP.

26 “The Independent Review’ procedure, see section 60.38 of the Code.

27 See at www.asa.org.uk.

28 E.g. withholding substantial direct mail discounts offered by the Royal Mail, see section 61.7 of
the Code.

29 Seee.g.[1989]1 W.L.R. 517, at. 6, where J. Hoffmann advocates strong support by the Court to
the self-regulatory bodies: ‘I think that advertisers would be more inclined to accept the rulings
of their self-regulatory bodies if it were generally known that in cases in which their procedures
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themselves to making supervisory decisions, mainly due to a lack of expertise. In the
words of J. Popplewell in Regina v. ASA ex parte DSG Retail Limited:*

‘The Authority [the ASA, RWdV] have the expertise to make the decisions which are judgemental.
The Court does not possess that expertise. It is not the function of the Court to substitute its own
judgement for that of the Authority. The Court will only interfere on the usual ground of irrational-
ity, illegality, or procedural impropriety. Where there is a band of reasonable interpretation in
relation to any particular advertisement, the Court will not interfere simply because another
reasonable view can be taken, unless it is shown that the Court’s decision is plainly wrong. This
approach is particularly important where an authority is given the task of dealing with very many
complaints and has therefore acquired a considerable experience in practice in this particular field.’

This did not, however, keep J. Popplewell from considering the complaint at hand and
arriving at the conclusion that the ASA judgement was reasonable, followed by the
dismissal of leave to appeal.

One can conclude that the British Codes of Conduct provide general and flexible
provisions that resemble, as to the subject-matter in general, those provisions laid down
in the law of other Member States.”’ They supplement the law, fill those gaps where the
law does not reach and often provide an easier way of resolving disputes than by civil
litigation or criminal prosecution.’” They provide the recipient of an advertisement with
a broad set of rules that can be invoked, and complaints are investigated free of charge.
However, these rules place a heavy burden on the shoulders of the advertiser, because
of the abundance of details with which the advertisers have to comply. It is therefore
safe to say that these self-regulation rules are more specific and detailed than the
majority of the rules that can be found in the Member States with specific legislation.”

5.3.3 ITC and RA Broadcasting Advertising Codes

Until July 2003, the Radio Authority (RA) regulated advertisements on the radio and
the Independent Television Commission (ITC) regulated advertisements on commercial

had been exhausted and the advertiser was still publishing an advertisement which appeared to
the court to be prima facie misleading an injunction would ordinarily be granted.’ In addition, J.
Hoffmann granted an injunction, which was not limited to the disputed advertisement, but also
applied to advertisements which are in similar terms or likely to convey a similar impression with
respect to the six specific misleading claims of the case. See also Stephen Buxton (Trading as the
Jewelry Vault) v. ASA [2002] EWHC 2433, at par. 13.

30 [1996] EWHC Admin 315.

31 Ohly, Richterrecht und Generalklausel im Recht des unlauteren Wettbewerbs: Ein Methodenver-
gleich des englischen und des deutschen Rechts, Carl Heymanns Verlag, Cologne: 1997, p. 56.

32 See the beginning of the Code, p. 3.

33 Howells/Voigt (2002), p. 383.
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TV, and cable and satellite services.** The Broadcasting Act 1990 requires the ITC to
publish a code governing standards and practice in television advertising, the ITCC.*
For radio advertising, it requires the RA to publish a code of practice, the RAC.* In
addition to drawing up codes of practice, the two broadcasting regulators are responsible
for adjudicating complaints and applying sanctions. All independent television and radio
companies are required to comply with the Codes, as published by the ITC and RA, as
a condition of their licen