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Reshaping the framework

A study on the functional exclusions for shape marks

under the CTMR and EUTMR

By Nicky Willemsen

ABSTRACT

This article examines the trade mark protection for
non-traditional marks (hereafter: NTMs)], with a
particular focus on three-dimensional trade marks.
Non-traditional trade marks are increasingly being
registered at the European Union Intellectual
Property Office (hereafter: EUIPO], due to the
amendment of Article 4 of the Regulation (EU)
2017/1001 of the European Parliament and of the
Council of 14 June 2017 on the European Union
trade mark [hereafter: EUTMR). With this amend-
ment, the criterion of the graphical representation
has been abolished, resulting in the Article has
become more aligned to practice.’

However, this amendment does not take away the
fact that there are still specific requirements that
should be met in order to register these relatively
new forms of trade marks. Apart from issues
relating to the distinctiveness of such signs, another
obstacle is formed by the absolute grounds for
refusal laid down in Article 7(1)(e] EUTMR. The 2017
reform also included an amendment of this specific
Article that, after the reform, prevents trade mark
protection for signs which consist exclusively of:

[i] the shape, or another characteristic, which
results from the nature of the goods themselves;

[ii] the shape, or another characteristic, of goods
which is necessary to obtain a technical result;

[iii) the shape, or another characteristic, which
gives substantial value to the goods.?

Given these amendments, this article will also
discuss the possible impact of the wording of the
EUTMR on the eligibility of NTMs for trade mark
registration. In order to establish a possible shift,
a comparison will be made between the Council
Regulation (EC] No 207/2009 of 26 February 2009
on the Community trade mark (hereafter: CTMR)
and the EUTMR.

1. NTMS CONSISTING OF THE SHAPE
OF THE GOODS

The most commonly used trade marks are words and figu-
rative signs, yet these signs are not the only signs that are
eligible for trade mark protection through registration.
The scope of trade mark protection has broadened over
the years, with the result that trade mark registration is in
principle open to any type of sign, including three-
dimensional shapes, colours, sounds. Empirical research
demonstrates that trade mark applications are commonly
filed for shapes. Out of the 11,041 applications already filed
for NTMs between 1996 and 2016 at EUIPO, 9o42 applica-
tions (81.89%) concerned three-dimensional shapes.3
Such marks thus make up the largest part of the NTM
group.

Considering this development from another angle, behav-
ioural economics show that NTMs have a perceptible im-
pact on modern consumers, in comparison to traditional
word or figurative marks.* NTMs create the possibility to
attract consumers’ attention in a unique and langua-
ge-neutral way and therefore could be more effective in
terms of consumer engagement, compared with traditio-
nal trade marks.> Such marks can therefore be considered
as a new and important factor in marketing strategies and
trade mark law, since traditional two-dimensional trade
marks are losing their capacity to attract consumers.°®
Also, when keeping the trade mark functions in mind, ad-
vertising campaigns could implicitly educate consumers
to make a connection between a NTM, such as a design
feature, and the origin of the goods.” Thus, trade mark
practice could cautiously show a movement where the
traditional distinction between a sign and a product is be-
coming more unclear.

However, this trend is also being criticised. Traditionally,
a trade mark is a sign which is attached to a product, while
the product in itself cannot constitute a protectable sign
under trade mark law.® Given that trade mark protection
could in principle last indefinitely, granting protection to
three-dimensional products could impede the conti-
nuous evolution of new products on the market place.
Products should be protected as inventions under patent
law, as industrial designs or original works under copy-
right, in order to prevent this so-called cumulation of IP
rights. This rationale is reflected in Article 7(1)(e) of the
EUTMR and is also emerging in case law developments
from the Court of Justice of the European Union (hereafter:
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CJEU) over the last 15 years. Furthermore, when speci-
fically addressing trade mark protection for signs that
consist of shapes, shapes are usually not considered inhe-
rently distinctive. This prevents many of these signs from
being registered as a trade mark. In order to receive pro-
tection in such cases, the applicant must prove distinc-
tiveness acquired through use.” This is a major obstacle
that should be taken into consideration by brand owners
when applying for trade mark protection for signs consis-
ting of shapes.

Irrespective of the distinctiveness threshold and the
absolute grounds for refusal, the formal requirements laid
down in Article 4 of the CTMR also complicated the regis-
tration of NTMs until the latest amendments. The regis-
tration process forced applicants to register two-dimen-
sional signs in order to get trade mark protection for three-
dimensional shapes. Consequently, the representation of
the sign for which registration was sought was not always
in line with the sign that was actually used in trade. In
order to have a register that aligns with the NTMs used in
trade, the changes were considered necessary.

With the amendments, Article 4(b) of the EUTMR codi-
fies the so-called Sieckmann criteria that require repre-
sentations to be ‘clear, precise, self-contained, easily acces-
sible, intelligible, durable and objective’® At the same
time, it is no longer required to represent the sign in a
graphical way, as appears from the 10th recital of the
EUTMR: ‘a sign should be permitted to be represented in
any appropriate form using generally available technology;,
and thus not necessarily by graphical means’ The sign
needs to be represented in the register in a manner which
enables the competent authorities and the public to
determine the clear and precise subject matter of the pro-
tection granted to its proprietor. This new way of repre-
sentation in the register made it easier for trade brand
owners to meet these formal requirements when filing
NTMs. Consequently, the practical challenge for filing
NTMs has been taken away by these amendments.
However, there are still obstacles to registration for shape

marks in particular, which will be discussed in this article.
These issues are related to policy arguments and public
interest, embodied in Article 7(1)(e) EUTMR.”

2. THE MEANING OF THE WORD ‘SHAPFE’
ACCORDING TO LOUBOUTIN

Before taking a closer look at the developments with
regard to the new wording of Article 7(1)(e) EUTMR, it is
important to determine the meaning of the term ‘shape’
The EUTMR itself does not explain the meaning of this
term, and the definition has thus been a matter for case
law.

The Louboutin case is one of the cases in which the
CJEU indicated how the term ‘shape’ should be interpre-
ted. The case concerned the Benelux trade mark registra-
tion for the colour red (Pantone 18-1663TP) applied to the
sole of Louboutin shoes. The contour of the shoe as such
is not part of the trade mark, but is intended to show the
position of the mark. The mark is represented as seen
below in Figure 1. The CJEU gave guidance on the term
‘shape’ and assessed whether the Louboutin mark could
be considered a shape mark.

Figure 1

1

2

3

“An EU trade mark may consist of any signs,
in particular words, including personal
names, or designs, letters, numerals, colours,
the shape of goods or of the packaging of
goods, or sounds, provided that such signs
are capable of: (a) distinguishing the goods or
services of one undertaking from those of
other undertakings; and (b) being represented
on the Register of European Union trade
marks (‘the Register’), in a manner which
enables the competent authorities and the
public to determine the clear and precise
subject matter of the protection afforded to its
proprietor.” (my emphasis).

Article 7(1)(e)(i)-(iii) EUTMR (my emphasis).
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The Dutch company Van Haren had put a shoe on the
market with a red sole that was similar to the signature
red sole of Christian Louboutin shoes. Christian Lou-
boutin initiated infringement proceedings against Van
Haren. During these proceedings, the validity of Lou-
boutin’s trade mark registration for the red colour applied
to the sole was challenged. The District Court of The Hague
had to assess whether the mark was to be perceived as
being two-dimensional or three-dimensional and also
had to give guidance on the interpretation of the term
‘shape’

The District Court of The Hague started by noting that
the red colour was inextricably linked to the sole of the
Louboutin shoe. For this reason, the court was of the
opinion that the mark could not be seen as merely two-
dimensional. The fact that the trade mark description ex-
pressed that ‘the contour of the shoe does not form part of
the mark’, does not undermine the assessment of the The
Hague court.# It considered that the ‘description, the
shape of the shoe, as illustrated in the graphical represen-
tation of the mark at issue, is not intended to reduce the
sign to a two-dimensional mark, but is intended rather to
show the position of that mark’’ In addition, the District
Court of The Hague cited a market survey, in which it was
concluded that consumers were able to distinguish Lou-
boutin shoes from shoes made by other undertakings.
Therefore, the mark was recognised as a trade mark in
relation to those goods. Moreover, shoe colour is an im-
portant factor in a consumers’ decision to purchase the
goods and thus the red sole adds substantial value to these
shoes. In this respect, the District Court of The Hague
observed that Louboutin initially used the red colouring
on the soles for aesthetic reasons and ‘later started regar-
ding it as an identifier of origin and using it as a trade
mark’.

For this reason, the The Hague Court posed the ques-
tion whether the sign was subjected to the absolute
ground for refusal of Article 3(1)(e)(iii) of Directive
2008/957: signs which consist exclusively of the shape
which gives substantial value to the goods. Specifically,
the court asked whether the concept of ‘shape’, within the
meaning of that provision, is limited only to the proper-
ties of a product, such as its contours, measurements and
volume, or whether that concept also covers properties
that are not three-dimensional, such as colours.®

In the CJEU judgment, the Court started by explaining
that the Directive does not provide a definition for ‘shape’.
For this reason the definition should be derived from
everyday language, while also taking into account the
context in which it occurs and the purposes of the rules of
which it is part. In trade mark law, ‘shape’ is ‘usually
understood as a set of lines or contours that outline the
product concerned™ - therefore it does not follow that a
colour which is applied to a specific part of a product con-
stitutes a ‘shape’. The Court continued by stating that ‘the
shape of the product or the part of the products plays a
role in creating an outline for the colour’>> However, the
shape cannot be part of the trade mark registration if the
sign only seeks to protect the application of a colour and
does not include the shape of the product.*

In the present case, the trade mark description revealed
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that the trade mark was not related to a specific shape and
the shape was intended to show only the precise positio-
ning of the red colour. Furthermore, the sign could not be
regarded as consisting exclusively of a shape within the
meaning of Article 3(1)(e)(iii) of Directive 2008/95, since
‘the main element is a specific colour designated by an
internationally recognized identification code’** Since the
sign did not meet the criteria for qualifying as a shape, the
indent was found to be non-applicable in this case. None-
theless, the CJEU provided us with a definition of the
term ‘shape, which it could later build on in the Textilis
case.

3. THE MEANING OF THE WORD ‘SHAPFE’
FURTHER CLARIFIED BY TEXTILIS

The Textilis case, which came before the CJEU a year after
the Louboutin case, concerned a pattern mark. Joseph
Frank designed a pattern called MANHATTAN for the
Swedish company Svenskt Tenn, which was protected by
copyright. In addition, Svenskt Tenn filed an application
for a EUTM for the pattern in 2012, which was registered
as represented in Figure 2.

When the company Textilis started to sell goods for
interior decoration incorporating patterns similar to the
figurative mark MANHATTAN, Svenskt Tenn initiated
infringement proceedings before the Stockholm District
Court, claiming that Textilis infringed their trade mark
registration and their copyright on the pattern. Textilis
counterclaimed the accusations of lack of distinctive
character of the mark by stating that the mark consisted
of a shape adding substantial value to the goods (the latter
within the meaning of Article 7(1)(e)(iii) of the EUTMR).
The Stockholm District Court ruled in favour of Svenskt
Tenn,* but Textilis appealed this decision.

In appeal, Textilis held that the pattern of the fabric
could not be protected under trade mark law, since it was
already protected under copyright. Protection of the pat-
tern under the trade mark law would come into conflict
with the time-limited protection provided by copyright.>

The Swedish Court of Appeal examined the applicability
of Article 7(1)(e)(iii) EUTMR for signs consisting of
two-dimensional goods, such as a pattern on a fabric. The

Figure 2
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Court of Appeal questioned the impact of the amended
wording ‘or another characteristic’ on the applicable
ground for refusal. Specifically, the question was whether
a two-dimensional mark representing two-dimensional
goods could be considered as consisting exclusively of the
shape which gives substantial value to the goods, where
the design of the goods was in such manner that the sign
covered the whole or substantial parts of the goods, or
could be used as a logo.>

Contrary to the opinion of the Swedish Court of Appeal,
the CJEU did not consider the EUTMR applicable, due to
the fact that the trade mark was registered before the
EUTMR entered into force. Therefore, the case was assessed
on the basis of the CTMR and the CJEU did not address
the amendments.>

When explaining the meaning of the term ‘shape’, the
CJEU referred to Louboutin and held that the meaning
could be deduced from everyday language, taking into
account the context in which the sign occurred and the
purpose of the rules of which it was part. Moreover, the
court stated that the concept of ‘shape’ within trade mark
law was understood as ‘a set of lines or contours that out-
line the product concerned’*® The sign in the current case
consisted of a two-dimensional decorative motif affixed
to goods such as fabric. The court therefore decided that
the sign contained lines and contours.®

The CJEU concluded that the sign did not consist ‘ex-
clusively of the shape’ within the meaning of Article 7(1)
(e)(iii) CTMR, even though the sign represented shapes
formed by the external outline of drawings representing,
in a stylized manner, parts of geographical maps.*® Apart
from the shapes, the sign also contained decorative
elements situated inside and outside the outlines. In
addition, the sign also highlighted the word MANHAT-
TAN, in particular. Lastly, it was briefly mentioned that
the copyright protection of the pattern had no bearing on
the assessment of the trade mark.3 For these reasons, the
CJEU concluded that the sign in this case did not fall
within the meaning of Article 7(1)(e)(iii) CTMR.>»*

Following from these two cases, the CJEU gave guidance
on the interpretation of the concept ‘shape’ within trade
mark law. Unfortunately, the CJEU did not have the oppor-
tunity to give its view on the amendments of the absolute
grounds for refusal.

4. ABSOLUTE GROUNDS FOR REFUSAL FOR
REGISTRATION OF A SHAPE OR ANOTHER
CHARACTERISTIC OF GOODS

This chapter will briefly discuss the implications of the
new wording of Article 7(1)(e) EUTMR. The amendments
have led to the following wording of this article:

1) The following shall not be registered:

e) signs which consist exclusively of:
i) the shape, or another characteristic, which results
from the nature of the goods themselves;
(ii) the shape, or another characteristic, of goods which
is necessary to obtain a technical result;
(iii) the shape, oranother characteristic, which gives sub-
stantial value to the goods.»

The amendments of Article 7(1)(e) EUTMR are seen as limi-
ting the expansion of Article 4 EUTMR. Article 4 EUTMR
would make the trade mark register more suitable for
NTMs and Article 7(1)(e) EUTMR would create a possible
extra hurdle for shape marks being eligible for trade mark
protection. Traditionally, this provision was written speci-
fically for shape marks, but it is assumed that the applica-
tion of Article 7(1)(e) EUTMR would not be limited to
signs consisting of shapes only. Before the amendments,
it was held in legal doctrine that the scope of the absolute
grounds of refusal was considered to be too narrow, since
it applied only to shapes. Other NTMs consisting of other
signs such as colours, smells or sounds were not included
under the old provision.>* The EUIPO Guidelines®, as well
as a Max Planck Institute (MPI) study, indicated that it
would be possible that other signs would also fall under
the provision. Examples that were mentioned included
the sound of a motorbike which could fall under the first
indent, when the sound is the result of the technicalities
of the motorbike. Another example given by the EUIPO
Guidelines is an olfactory mark for the smell of a per-
fume.

14 |bid para 14. % Judgment of 14 March 2019, Textilis Ltd v. Miihlendahl, ‘Study on the Overall Functioning

5 |bid. Svenskt Tenn AB, C-21/18, of the European Trade Mark System’ (2012)

16" |bid para 16. ECLI:EU:C:2019:199. MPI Research Paper No. 14-17, 72.

"7 Directive 2008/95/EC of the European % |bid paras 13-14, 17. % Guidelines for examination of European Union
Parliament and of the Council of 22 October % |bid para 19. Trademarks, European Union Intellectual
2008 to approximate the laws of the Member % |bid paras 21, 24-25. Property Office (EUIPO), part B, Examination,
States relating to trade marks. " |bid para 30. section 4, absolute grounds for refusal,

8 Judgment of 12 June 2018, Christian % |bid para 36. chapter 6, shapes or other characteristics
Louboutin v. Van Haren Schoenen, C-163/16, ¥ |bid paras 35-36 and 38. resulting from the nature of the goods, with

ECLI:EU:C:2018:423 para 18.

3

8

Ibid paras 40-42.

Article 7(1)(e)(i)-(iii) EUTMR (my emphasis).

7 Ibid para 21. % |bid paras 40-41 and 45.
2 |bid para 24. % |bid paras 43 and 47.

2 |bid. £

22 |bid para 26. &

Roland Knaak, Annette Kur and Alexander von
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value, Article 7(1)(e) EUTMR, para 2.
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Figure 3

Before the amendments, Article 7(1)(e) CTMR covered
signs that consisted of packaging and product shapes.
National Courts referred a number of cases to the CJEU
regarding the scope of the provision. These CJEU deci-
sions have raised doubts with regard to the method used
by the CJEU to establish whether the sign would fall under
the absolute grounds of refusal. The Lego Juris case is an
example in which the colour of the red Lego brick was not
considered to be an essential feature. This resulted in the
court finding the shape of the studs was only conclusive
for finding functionality.” If the CJEU had identified the
dominant elements in another way, the assessment of the
absolute grounds for refusal of Article 7(1)(e) CTMR
would have led to a different outcome.

In addition to these questions regarding the assessment
of the CJEU in relation to the absolute grounds, the
amendments also led to questions on the interpretation
of the new provision. Advocate-General Szpunar shed
light on the possible interpretation of ‘or another charac-
teristic’ in his First Opinion connected to the Louboutin
case. In his view, the phrase ‘another characteristic’
should be understood as ‘a part or an element of the goods
in question’®® This should be clarified further, for example

S

3 Judgment of 14 September 2010, Lego Juris “
v. OHIM, C-48/09 P, ECLI:EU:C:2010:516, para

Judgment of 18 September 2014, Hauck v.
Stokke C-205/13, ECLI:EU:C:2014:2233. This 14.

it is not clear what should be understood by ‘an element
of the goods’ Also, it remains uncertain whether words
affixed to a product’s shape should be considered as being
part of the goods. It is likely that this question would be
answered in the negative. If this was not the case, the
scope of the functional exclusion would be too broad
otherwise. A more adequate description would be that
the notion of ‘another characteristic’ would relate to a
feature which does not have an independent nature/cha-
racter in regard to the product itself

Apart from ‘another characteristic) there is also lack of
clarity with respect to the words ‘or’ and ‘exclusively’
When discussing the meaning from a literal perspective,
‘or” would imply that both the shape and another feature
of the sign could fall within the functional exclusions. The
question remains whether the exclusion would apply
when there are more than two features combined within
one sign.* The wording ‘exclusively’ could provide some
clarification in this respect. As it appears from the Lego
Juris case, in order to identify the dominant characteris-
tics and decide whether they are functional or not, a sign
should be assessed in its entirety.#

Nonetheless, it is not certain that the new wording will
create a completely new legal framework with regard to
the protection of NTMs. It is discussed that these amend-
ments, which resulted in Article 7(1)(e) EUTMR, will not
have far-reaching consequences. Under the previous
regulations, characteristics of goods that were inherently
connected to these goods prevented such signs from trade
mark protection. The new wording cannot be interpreted
in a broad way; otherwise, the definition of the word
‘shape’ would also be subject to this change. If interpreted
broadly, this would mean that a shape is considered as a
characteristic of a good (‘the shape or another characte-
ristic’). As a result, the new grounds of exclusion would
not be limited to shape marks only, but extend to other
marks as well, such as colour marks, sound marks, figura-
tive marks and word marks.# This could undermine the
rationale of these functional exclusions, namely: the need
to keep free technical solutions or functional characteris-
tics which a user is likely to seek in the products of com-
petitors.

Law’ (2014) MPI Research Paper No. 14-17,

73. section of the article will discuss the parts of 2 Judgment of 18 September 2014, Hauck v.

«
8

First opinion of AG Szpunar of 22 June 2017,
Louboutin v. Van Haren Schoenen, C-163/16,

ECLI:EU:C:2018:423, para 23. the third indent.

% Lavinia Brancusi, ‘Trade Marks’ Functionality “ |bid para 15.
in EU law: Expected Trends after the B
Louboutin Case’ (2019) 41 EIPR, 101. @

4 |bid.

41" Judgment of 14 September 2010, Lego Juris v. EU:C:2002:377.
OHIM, C-48/09 P, EU:C:2010:516, para 70. “¢ " |bid para 23.

42 | otte Anemaet, ‘The Public Domain Is Under “ |bid para 24.
Pressure - Why We Should Not Rely on % |bid paras 25-27.
Empirical Data When Assessing Trademark il
Distinctiveness’ (2016) 47 ICC, 327.

“ Article 7(1)(e)(i)-(iii) EUTMR.

the judgment that concerned the first indent,
section 5.5.2 will focus on the application of £

Ibid paras 18-22 and cited case law.
This rationale is established in judgment of 18
June 2002, Philips v. Remington, C-299/99,

Annette Kur, ‘Too Common, Too Splendid, or
Just Right'? Trade Mark Protection for
Product Shapes in the Light of CJEU Case

Stokke C-205/13, ECLI:EU:C:2014:2233.
Guidelines for examination of European Union
Trademarks, European Union Intellectual
Property Office (EUIPO), part B, Examination,
section 4, absolute grounds for refusal,
chapter 6, shapes or other characteristics
resulting from the nature of the goods, with
an essentially technical function or
substantial value, Article 7(1)(e) EUTMR, para
2.

% Annette Kur, ‘Too Common, Too Splendid, or
Just Right'? Trade Mark Protection for
Product Shapes in the Light of CJEU Case
Law’ (2014) MPI Research Paper No. 14-17, 14.

8
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5. THE CJEU’S INTERPRETATION OF THE
ABSOLUTE GROUNDS FOR REFUSAL BEFORE
THE AMENDMENT OF THE REGULATION

In this section, a selection of case law will be discussed
which concerns the interpretation of the absolute grounds
for refusal before the amendments entered into force. Prior
to the amendments, the absolute grounds under the
CTMR and previous regulations were phrased as follows:

Article 7

(1) The following shall not be registered

()

(e) signs which consist exclusively of:

(i) the shape, which results from the nature of the
goods themselves;

(ii) the shape of goods which is necessary to obtain a
technical result;

(iii) the shape which gives substantial value to the
goods;#

The first indent will be discussed in the first subsection.
The second and third indents of the provision are discussed
in the subsequent paragraphs.

5.1 Shapes that are ‘the result of the nature of the
goods themselves’

This paragraph discusses the relevant case law regarding
the shapes that result from the nature of the goods, in
relation to the absolute grounds of refusal. One of the
pivotal cases regarding the interpretation of the ‘nature of
the goods’ exclusion, is the Hauck v. Stokke case. The im-
portance of this case also lies in the fact that the first in-
dent has not been found applicable in many other cases.

5.1.1. Judgment by the CJEU of 18 September 2014
Hauck v. Stokke

The object of dispute in the Hauck v. Stokke case* was the
award-winning ‘Tripp Trapp’ chair, designed by Mr. Opsvik.
In 1998, the chair was registered as a three-dimensional
trade mark by Stokke for ‘chairs, especially high chairs for
children), as represented below in Figure 3. The opposing
party, Hauck, produced and marketed similar chairs under
the names ‘Alpha’ and ‘Beta’.

Before the proceedings in the Netherlands commenced,
it was established in proceedings in Germany that the
“Tripp Trapp’ chair is protected by copyright. In the Dutch
proceedings, copyright and trade mark infringement was
claimed by Stokke. The court upheld both the copyright
and the trade mark infringement. The court of appeal
confirmed this judgment and held that the shape was
determined by the nature of the product and gave the
product substantial value. Hauck brought an appeal in
cassation before the Dutch Supreme Court, which formu-
lated several questions regarding the interpretation of
Article 3(1)(e) of Directive 89/104. The first question was
whether the provision only applies to a sign which consists
exclusively of the shape which is indispensable to the
function of the product, or if the provision also applies to
a sign which consists exclusively of a shape with one or
more characteristics which are essential to the function of
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the product and which consumers may be looking for in
the products of competitors.+

The CJEU addressed the assessment to establish
whether the sign would fall under the first indent, namely
that the assessment should be done on a case-by-case basis
in which the overall impression should be taken into
account.# It should be noted that the provision does not
apply if a sign also contains a non-functional or decorative
element that plays an important role.

Apart from this assessment, the CJEU focussed in its
decision on the argument of public interest. This entails
that the first indent should be interpreted in accordance
with the aim of the other indents, which is to prevent mono-
polisation of and permanent protection for functional
shapes.# Subsequently, the Court stated that the inter-
pretation of the first indent cannot be limited to signs
which exclusively consist of shapes that are indispensable
to the function of the goods, since the manufacturer
would not have any possibility to make a personal contri-
bution to the shape.#® If this were the case, this would lead
to a narrow interpretation of the provision, which would
then only apply to ‘natural’ products (which have no subs-
titute) and ‘regulated’ products (the shapes of which are
prescribed by legal standards). Furthermore, this would
be problematic, since such shapes cannot be subjected to
trade mark protection because they lack an inherent
distinctive character.#

The Court therefore proposed another interpretation,
namely that the provision should be interpreted to mean
that shapes that include essential characteristics which
are inherent to the generic function or functions of the
goods should be denied registration. Monopolisation of
these characteristics would have a limiting effect on the
creativity of competitors. They would be restricted in
their choice to give their goods a certain shape that is ex-
pected for such goods and that consumers are looking for
in products.>®

5.2. Discussion regarding the first indent

The absolute ground of refusal that concerns the shape,
which results from the nature of the goods themselves, is
seen as the purest exclusion from trade mark protection.>
According to the EUIPO Guidelines, this provision covers
‘natural products’ that do not have a substitute, such as
the shape of a banana. As the CJEU described in Hauck v.
Stokke, the provision also covers regulated products of
which the shape is the result of legal standards.>* In this
respect, the EUIPO Guidelines referred to the example of
a rugby ball.» Apart from these two categories, there is a
third category covering products where the shape is inhe-
rent to their generic function(s). Protecting these shapes
under trade mark law would result in a de facto monopoly.
For the majority of such products, certain elements can be
identified as resulting from the nature of the goods, such
as that a table would need to consist of a flat surface and
legs. However, goods such as tables can be designed in
many different ways, resulting in the provision not apply-
ing when there are alternatives available on the market.>
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In the Hauck v. Stokke case, the Court followed Avocate
General ( hereafter: AG) Szpunar’s line of argumentation
and emphasised that the essential characteristics that
contribute to the generic function of the product, fall under
the exclusion of the absolute grounds for refusal of the
first indent. Herewith, the chair could not be monopolised
under trade mark law.> This interpretation affirms that
the common purpose of the three indents of the provision
would be undermined if the indents were not aligned and
did not share the same common purpose.>® The Court also
stated that the first indent is applicable when one or more
essential characteristics are inherent to the generic func-
tion or functions of the product.” The Court did not clarify
in which way the generic function or functions should be
interpreted. To a certain extent, all shapes have a generic
function. The exclusion could even cover technical shapes,
since such shapes may also have characteristics which
could be generic. The Hauck v. Stokke judgment could
therefore be seen as widening the scope of the exclusion
of the first indent. Furthermore, it is argued that shapes
which also add substantial value to the goods (and there-
fore normally could be subjected to the third indent of the
provision) can be considered to fall under the first indent,
which makes it a very broad exclusion, combining all three
exclusions under one indent.>

After this decision, there is still an ongoing debate on
how the first indent relates to the other two indents of the
provision. It is discussed that the first and the second in-
dent seem to overlap to some extent, with the first indent
having a broader concept of functionality than the second
indent.® Apart from the implications of this decision, the
applicability of this indent will in practice often depend
on the trade mark description. When a shape mark has a
narrow description of the goods and services, it is more
likely that the essential characteristics can be seen as
resulting from the nature of the goods.®

5.3. Shapes ‘necessary to obtain a
technical result’

This section discusses the relevant case law with regard to
shapes that are necessary to obtain a technical result,
such as Philips v. Remington, Lego Juris v. OHIM, Société
des Produits Nestlé SA v. Cadbury UK Ltd and last year’s
decision in the case of Gémbdc.

5.3.1. Judgment by the CJEU of 18 June 2002

Philips v. Remington

The Philips v. Remington case is considered as the first
landmark case in relation to the absolute grounds for re-
fusal concerning the registration of a sign that consists of
a shape of goods that is necessary to obtain a technical
result. The dispute between Philips and competitor
Remington focused on the 1985 trade mark application
filed by Philips for the graphical representation of a three-
headed rotary electric shaver. The shaver comprised three
circular heads with rotating blades in the shape of an
equilateral triangle, as depicted in Figure 4. Remington
started to sell a similar shaped shaver in the same territory
as Philips in 1995. Philips initiated infringement procee-
dings against Remington.
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Figure 4

The High Court of Justice of England and Wales referred
several questions to the CJEU, such as whether the availa-
bility of other shapes that are capable of achieving the
same technical result can overcome the limitation of
Article 3(1)(e)(ii) Directive 89/104. If this is not the case,
the referring court questioned whether a shape is exclu-
ded from trade mark protection if the essential features
only attribute to the technical result. Thirdly, if the two
scenarios presented in the previous questions were not
applicable, which test would be the most suitable to
determine whether the limitation applied.®

In its decision, the CJEU expressed that the rationale of
the provision should be interpreted ‘in the light of the
public interest underlying each of them’® and held that
the function of a trade mark was not to extend trade mark
rights to grant a monopoly on a technical solution or
functional characteristics of a product which users are
likely to seek in the products of the competitors.® In parti-
cular, protection should not be extended to signs that ex-
clusively consist of the shape of the product, whose essen-
tial characteristics perform a technical function, with the
result that competitors would be limited in choosing a
technical solution that they want to incorporate in such a
function in their product.® Therefore, the provision pre-
vents an extension of the protection of trade mark rights,
beyond signs that indicate the origin of the goods. It is not
the objective of trade mark law to grant an individual a
monopoly on technical solutions.® The Court also noted
that the availability of other shapes that can achieve the
same technical result did not preclude the applicability of
this provision. It does not appear from the wording or the
aim of the provision that the availability of other shapes
could overcome this ground for refusal.®”

5.3.2. Judgment by the CJEU of 14 September 2010
Lego Juris v. OHIM

Afterasilent period of eight years, the CJEU had the oppor-
tunity to clarify its earlier Philips judgment. The dispute
concerned the trade mark application for the Lego brick,
as depicted in Figure 5. According to OHIM, the sign was
not eligible for registration since it was devoid of distinc-
tive character, did not acquire distinctiveness through use
and consisted exclusively of the shape of goods which is
necessary to obtain a technical result. After examination
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Figure 5

of the evidence presented by the applicant, the sign was
found to be distinctive and the registration of the shape
was not precluded by the functionality of the good. This
resulted in registration of the sign as a trade mark.
However, Mega Brands claimed invalidity on the basis of
Article 7(1)(e)(ii) of Regulation No 40/94%.

The rationale of the provision as expressed in Philips
was recalled by the CJEU, namely that this provision pre-
vents undertakings to obtain an exclusive right on technical
solutions or functional characteristics of a product for an
unlimited period of time. The opportunity for other under-
takings to use a technical solution which is incorporated
in the shape of a product would be taken away by granting
trade mark protection for a sign that incorporates the
shape of a patented product. Technical solutions are only
protected for a limited period of time within the patent
system and become a part of the public domain after the
expiry of the patent. The Court continued that the legi-
slator took into account that all shapes are functional to
some extent, which resulted in the ground for refusal to
be limited to shapes which consist exclusively of functional
characteristics or technical solutions. The CJEU held that
minor arbitrary elements of a shape cannot prevent the
applicability of Article 7(1)(e)(ii) of Regulation No 40/94.

% Judgment of 18 September 2014 Hauck v.

Stokke C-205/13, EU:C:2014:2233, paras

25-26; Opinion of AG Szpunar of 14 May 2014, G
Hauck v. Stokke, C-205/13, ECLI:C:2014:322. ¢
Opinion of AG Szpunar of 14 May 2014, Hauck

s

Ibid, 17.

@
&

Thus, registration cannot be refused when a shape incor-
porates a major non-functional element.®

Moreover, the mere fact that the shape in question is
the only shape which reaches this specific technical result
does not prevent the applicability of Article 7(1)(e)(ii) of
Regulation No 40/94. Registration of a sign such as the
one in question would still have an effect on ‘the availabi-
lity to other economic operators of the technical solution
which it incorporates’™ If the proprietor obtains a trade
mark registration for this functional shape, it could prevent
the use of a number of alternative technical shapes in the
course of trade. This could lead to the situation wherein a
proprietor chooses to register several purely functional
shapes at the same time. If this were allowed, this might
completely prevent other undertakings from manu-
facturing and marketing certain goods which have a par-
ticular technical function.” The CJEU held that if a shape
cannot be protected because it is necessary to obtain a
technical result, the undertaking to which the shapes
belong can resort to unfair competition law. The Court
also opened for the opportunity to protect a shape under
the rules concerning slavish imitation,”> but did not
address this in detail in these proceedings.”

The second part of the judgment was concentrated
around the criteria for identifying the essential characte-
ristics. The Court explained that the ‘essential characte-
ristics’ are the most important elements of the sign and
there is no hierarchy between the various types of ele-
ments of which a sign may consist of. The identification of
these ‘essential characteristics’ is made on a case-by-case
basis. Subsequently, the competent authority can base its
assessment on the overall impression produced by the
sign, or examine each of the components separately. This
examination can consist of a visual analysis, or of a detailed
examination in which the relevant assessment criteria are
taken into consideration, ‘such as surveys or expert opinions,
or data relating to intellectual property rights conferred
previously in respect of the goods concerned. However,
the perception of the average consumer is not a decisive
element in determining whether the shape’s essential
characteristics are technical.

Product Shapes in the Light of CJEU Case ¢ Council Regulation (EC) No 40/94 of 20
Law’ (2014) MPI Research Paper No. 14-17, 16.

December 1993 on the Community trade
mark.

Judgment of 18 June 2002, Philips v. ¢ Judgment of 14 September 2010, Lego Juris v.
Remington, C-299/99, ECLI:EU:C:2002:377.

OHIM, C-48/09 P, ECLI:EU:C:2010:516, paras

v. Stokke, C-205/13, ECLI:EU:C:2014:322, para ¢ Ibid para 16. 46-52
52. ¢ bid para 77. " lbid para 55.
5 Judgment of 18 September 2014, Hauck v. ¢ |bid, paras 77-78, see also judgment of 4 May "' |bid paras 55-57.
Stokke C-205/13, ECLI:EU:C:2014:2233, para 1999, Windsurfing Chiemsee, C-108/97 72 Slavish imitation is a legal doctrine under
27. ECLI:EU:C:1999:230, paras 25-27. Dutch law that finds its basis in tort law. The

% Antoon Quaedvlieg, ‘Shapes With a Technical €3
Function: An Ever-Expanding Exclusion?’
(2016) 17 ERA Forum, 115. para 79.

% Annette Kur, "Too Common, Too Splendid, or ¢ |bid para 82.
Just Right'? Trade Mark Protection for ¢’ |bid paras 81-84.
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Judgment of 18 June 2002, Philips v.
Remington, C-299/99, ECLI:EU:C:2002:377,

doctrine creates the possibility to act against
needlessly confusing items, when the product
has its own position in the market.

% |bid para 61.
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Lastly, the Court took a closer look at the applicability of
the functionality criteria. The Court referred to the Phi-
lips judgment, in which it was concluded that alternative
shapes are not relevant for determining the application of
Article 7(1)(e)(ii) of Regulation No 40/94. If the presumed
functional characteristics of the shape were also protec-
ted by a patent before seeking protection by a trade mark,
patent documentation could indicate that the shape per-
forms a technical function.

The Court relied heavily on the Philips judgement when
answering the preliminary questions in the Lego Juris
case and herewith presented consistency in the interpre-
tation of the provision. However, the judgement did not
provide a clear interpretation on the ‘essential characte-
ristics’ and in which ways these characteristics influence
the functionality of the shape.

5.3.3. Judgment by the CJEU of 16 September 2015
Société des Produits Nestlé v. Cadbury UK
Another landmark case concerned the shape of Nestlé’s
Kit Kat chocolate bar. The product, whose history goes
back to 1935, was subjected to trade mark protection in
2010 in the United Kingdom. At the time, the sign consi-
sted of the three-dimensional shape depicted in Figure 6.
However, the actual shape of the product sold has the
words ‘Kit Kat’ embossed on each finger and thus deviated
from the sign for which trade mark protection was sought.
The United Kingdom Intellectual Property Office (‘UKIPO’)
accepted the application based on acquired distinctive-
ness through use. In 201, Cadbury filed for opposition,
claiming that registration should be refused due to lack of
distinctive character, the shape being the result of the
nature of the good and the shape being necessary to
obtain a technical result. The examiner of the UKIPO
found that the sign was devoid of inherent distinctiveness
and did not acquire distinctiveness through use.”

In addition, the examiner concluded that the shape
consisted out of three features:

- A basic rectangular slab shape, which falls within
Article 3(1)(e)(i) of Directive 2008/95;

- The presence, position and depth of the grooves
running along the length of the bar, which fall within
Article 3(1)(e)(ii) of Directive 2008/95;

- The number of grooves, which, together with the
width of the bar, determine the number of ‘fingers),
which falls within Article 3(1)(e)(i) of Directive
2008/95.

Figure 6

Nestlé appealed this decision of the UKIPO, stating that
the trade mark had acquired distinctiveness and that it
did not exclusively consist of the shape resulting from the
nature of the goods themselves, or the shape which is
necessary to obtain a technical result. Cadbury cross-ap-
pealed, challenging the inherent distinctive character of
the sign in respect of cakes and pastries, though agreeing
with Nestlé in respect of the functional shape arguments.”

Under these circumstances, the High Court of Justice of
England & Wales referred several questions to the CJEU,
inter alia regarding the combined application of the three
indents of Article 3(1)(e) of Directive 2008/95. Another
question concerned the wording of the second indent, in
particular if the words ‘technical result’ refer to the way in
which the goods are manufactured or to the way in which
the goods function.

The CJEU started with addressing the second question:
whether the essential features which fall under two diffe-
rent indents would preclude the applicability of Article
3(1)(e) of Directive 2008/09. The Court emphasised once
again the relevance of the public interest and the impor-
tance of preventing a trade mark from extending indefini-
tely the life of other IP rights that are subjected to a time
period.”

After these remarks, the Court answered the first ques-
tion by stating that the three grounds for refusal of Article
3(1)(e) of Directive 2008/95 operate independently. It is
therefore relevant that one of the three indents applies in
full. When one ground applies in part, registration of the
sign cannot be denied.” The Court emphasised that one
of the grounds of refusal should be applicable, as anything
else would go against the aforementioned public interest
underlying these grounds of refusal.

With respect to the second indent, the Court held that
it does not appear from a literal interpretation of the wor-
ding of the provision that the manufacturing process is
decisive when determining the technical function of the
shape. The words ‘technical result’ of the second indent
refer to the way in which the goods function and the tech-
nical result is the outcome of a manufacturing method. It
also follows from the aim of the provision, namely to
prevent a monopoly on a technical solution, that the ma-
nufacturing process falls outside its scope. Also, from a
consumer perspective, it is not important how the goods
are manufactured, but it is decisive how the goods func-
tion.” Moreover, the manufacturing method is not decisive
when assessing the essential characteristics of the shape.
The Court therefore concluded that the second indent
only refers to the way that the goods function and does
not apply to the manner in which the goods are manu-
factured.®

5.3.4. Judgment by the CJEU of 23 April 2020, Gombhoc
A more recent case ruled by the CJEU is the Gomboc
case®, which concerned a Hungarian trade mark applica-
tion for a three-dimensional shape, represented below in
Figure 7. The application was subjected to the absolute
grounds for refusal in the second and third indent Article
3(1) of Directive 2008/95.

The Hungarian Trade Mark Office, when assessing the
eligibility of the sign in relation to goods in class 28, held

- 76 -

STOCKHOLM INTELLECTUAL PROPERTY LAW REVIEW VOLUME 4, ISSUE 2, DECEMBER 2021



Figure 7

that the sign exclusively consisted of a shape to obtain a
technical result. The Office also assessed the sign in rela-
tion to goods in the classes 14 and 21and held that the sign
exclusively consisted of a shape that gave substantial value
to the goods. When assessing the applicability of the
absolute grounds for refusal, the Office relied in parti-
cular on ‘the knowledge of the characteristics and the
function of the shape of that product that the average
consumer was able to obtain from the applicant in the
main proceedings’ website and from the considerable
publicity the product had enjoyed in the press’.®

GOomboce Kft. appealed the decision of the Hungarian
Trade Mark Office, and after two unsuccessful appeals,
the applicant appealed to the Supreme Court of Hungary,
which in its turn stayed the proceedings and referred three
preliminary questions to the CJEU.

The first question was related to the identification of
the essential characteristics of a sign, in particular if the
graphical representation® is the sole determinant of
whether the shape is necessary to obtain the technical result
or if the perception of the relevant consumer should also
be taken into consideration.

When answering the question, the CJEU referred back to
Philips and Lego Juris for the two-step test with regard to
the essential characteristics: first, it should be established
which the essential characteristics are, second, if these

7 Judgment of 16 September 2015, Société des % |bid para 12.

Produits Nestlé SA v. Cadbury UK Ltd, 8 The applicable law with regard to this dispute
was the old Directive, hence the graphical
representation requirement was still

C-215/14, ECLI:EU:C:2015:395, para 18.
Ibid paras 21-22.

3
3

7 |bid para 26. applicable.

77" Ibid paras 44-45. 8

% |bid paras 46-47.

7 Ibid para 55. % |bid para 34.

& |bid paras 54-57. & |bid paras 35-37.
8 Judgment of 23 April 2020, Gémbadc, &

C-237/19, ECLI:EU:C:2020:296.

perform a technical function.®* The Court held that this
determination by the competent authority should be based
upon objective and reliable information and that: ‘that
authority may look for such features, inter alia, in any de-
scription of the product submitted at the time of filing of
the application for registration of the mark, in data rela-
ting to intellectual property rights conferred previously in
respect of that product, by looking at surveys or expert
opinions on the functions of the product, or in any rele-
vant documentation, such as scientific publications, cata-
logues and websites, which describes the technical features
of the product.® With regard to the consumers’ percep-
tion, the Court held that the relevant public would not
necessarily have the required expertise to identify the
technical features of the product in question. Therefore,
information regarding the technicalities of the product
should originate from objective and reliable sources and
cannot include the perception of the relevant public.®

5.4. Discussion regarding the second indent

This section will give an insight into the rationale of the
second indent, by combining the aforementioned case
law with legal doctrine. The rationale of the provision will
be addressed, the wording of the provision will be explained
and the different approaches within case law will be dis-
cussed.

5.4.1. The rationale of the second indent

The judges in Philips established that the rationale of the
second indent is to prevent a monopoly on technical solu-
tions or functional characteristics of a product that a
consumer is likely to seek in the products of competitors.?”
This rationale is intended to safeguard the freedom of
choice of competitors by preventing the situation where
the technical subject matter is preserved for one under-
taking alone, even if there are other shapes available that
can reach the same technical result.

This rationale was also explained in more detail in Lego
Juris where the CJEU put more emphasis on the fact that,
unlike other intellectual property rights, trade mark
rights can last infinitely.®® It is discussed that this is an
incorrect position from the Court. The rationale of the
provision is not about the indefinite protection of the tra-
de mark, but preventing the technical monopoly that is
created by obtaining trade mark rights for a technical in-
vention.® However, it is also discussed that the indefinite

8 Judgment of 14 September 2010, Lego Juris v.
OHIM, C-48/09 P, ECLI:EU:C:2010:516, para 45.

% Antoon Quaedvlieg, ‘Shapes With a Technical
Function: An Ever-Expanding Exclusion?’
[2016) 17 ERA Forum, 108.

Judgment of 23 April 2020, Gémbéc,
C-237/19, ECLI:EU:C:2020:296, para 28.

Judgment in Philips v. Remington, C-299/99,
ECLI:EU:C:2002:377, para 78.
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protection under trade mark law is subjected to the use
requirement: if there is no genuine use of the mark, the
sign cannot be protected foran unlimited period of time.*

5.4.2. The relevance of expired patent rights
Considering trade mark law as part of the system of IP
rights, the existence of previous patent rights can be seen
as an indication that indefinite trade mark protection
should be prevented. If the invention embodied in the
good has previously been subjected to patent protection,
this could be the case. Granting trade mark protection
would then interfere with the patent system, which has
the objective to grant market exclusivity for a limited
period of time. In Lego Juris, the CJEU held that previous
patent rights could provide an indication on the functio-
nality of the shape.”” However, it is too rigid to conclude
that if a shape has been protected by a patent, it should
automatically be excluded from trade mark protection.”
For example, if it appears from patent documentation
that a shape was not directly an expression of the patented
function, an earlier patent right should not lead to imme-
diate exclusion.” It should be taken into consideration
that the shape has been chosen with regard to the func-
tion of the good. Thus, existing patent rights might indi-
cate the functionality of a shape, but should not be deci-
sive in the assessment of whether or not the shape can be
the subject of a trade mark.

5.4.3. From functional characteristics to all essential
characteristics

Philips v Remington did not provide a clear rule for identi-
fying the ‘functional characteristics’®* Many industrial
designs contain several essential characteristics that can
constitute a technical result, therefore more specific gui-
dance would be desirable. The Lego Juris case brought
some clarification with regard to this question. It was
established that ‘all essential functional characteristics of
the shape of a product are attributable solely to the tech-
nical result’®> The shape should consist exclusively of

functional characteristics which are necessary to obtain a
technical result. The essential characteristics should be
assessed on a case-by-case basis, where the overall im-
pression combined with other components should be taken
into consideration. When assessing the overall impres-
sion, it follows from Gémbdéc that this assessment should
be based upon reliable and objective information. The
opinion of the relevant public should not be taken into
consideration, as they do not have the expertise required
to identify the essential characteristics.*®

In spite of this analysis, the CJEU did not address the
question of whether there should be a difference in the
case of decorative elements and word marks that can be
attached to a three-dimensional sign. Usually a three-
dimensional sign with an attached word mark is approved
for registration,*” even if the word mark appears in a small
size and does not influence the shape as such. In this case,
competitors will have access to other shapes that are not
identical to or do not bear the same non-functional
elements as the registered shape.”®

5.4.4. Other shapes with minor variations

As described above in the Philips case, the availability of
other shapes that can obtain the same technical result
does not prevent the applicability of the provision. The
next question was if minor variations of other shapes
could overcome the technical exclusion, which was an-
swered in the negative by the CJEU.? Otherwise, compe-
titors would have to be very careful when putting a (copy
of a) technical shape on the market.® This could have a
chilling effect on competition in the market. Also, fol-
lowing from Lego Juris, the trade mark proprietor could
prevent the use by competitors of identical and similar
trade marks. This is the case in particular when the appli-
cant registers various purely functional shapes and pre-
vents others from manufacturing and marketing certain
goods having a particular technical function.” However,
if the applicant wants to register various purely functional
shapes, this essentially means that these shapes cannot be
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purely functional, since they must differ from each
other.” Further, if an applicant tries to monopolise one
shape which obtains a technical result in all its variations,
this does not mean that other undertakings cannot manu-
facture and market certain goods which incorporate a par-
ticular technical function.”

This necessity requirement could also be approached
from another perspective. The requirement ‘should not
be interpreted as resting on the proposition that alterna-
tive shapes cannot be found, simply because the wording
of the provision does not address the non-availability of
other shapes.®* In addition, the CJEU did not address
whether (and, if so, why) these monopolies of Philips and
Lego should come to an end.”s Instead of addressing these
questions, it took a rather interesting position in Lego Juris
by exploring the option of slavish imitation under compe-
tition law. This line of reasoning on the part of the Court
received criticism, because this would ‘jeopardize the
principles governing the interface between intellectual
property and free competition), since under competition
law, measures can be taken to prevent consumers to be
mislead about the commercial origin of a product.”®
However, it could not be the intention of the CJEU to un-
dermine the transparency and consistency of trade mark
law when an applicant can obtain protection for a shape
through the competition law system."”

5.4.5. Non-relevance of the manufacturing process for
a technical result
Neither Philips nor Lego Juris discussed that a shape can
result from the application of certain techniques or manu-
facturing processes. This was, however, discussed in the
Kit Kat case, where the CJEU stated that it does not appear
from the wording of the provision and the aim of the pro-
vision that the manufacturing method is covered by the
second indent of the Article. Referring back to Philips, the
CJEU repeated that the manufacturing process is not im-
portant when assessing the essential characteristics of the
shape. The CJEU therefore concluded that the manu-
facturing method is not within the scope of the indent.*®
Contrary to the CJEU, AG Wathelet reached a different
conclusion. He stated that it is possible that the technical
result can be obtained only through a specific manu-
facturing process. In the Kit Kat case, this would be the
grooves necessary to obtain the technical result of the
consumer breaking the wafer fingers apart. The AG also
referred back to the Philips judgment, specifically ‘that
the exclusivity inherent in the trade mark right would limit
the possibility of competitors supplying a product incor-
porating such a function or at least their freedom of choice
in regard to the technical solution they wish to adopt in
order to incorporate such a function in their product’.'*
The AG noted that the words ‘or at least’ imply that the
provision covers two different situations. The first situa-
tion involves the product incorporating the technical
function. The second situation, according to the AG, is
the situation wherein the producer wants to adopt a tech-
nical solution in order to incorporate that function into
their product. The AG was therefore of the opinion that
the manufacturing process falls under the exclusion of
the second indent of the provision.
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5.5. Shapes that ‘give substantial
value to
the goods’

This section discusses the relevant case law regarding
shapes that give substantial value to the goods, which is
the functional exclusion of the third indent of the provi-
sion. In this section, the Bang & Olufsen v. OHIM case of
the General Court (GC), the Hauck v. Stokke case and the
Goémbéc case of the CJEU will be discussed.

5.5.1. Judgment of the GC of 6 October 2011

in Bang & Olufsen v. OHIM

The Bang & Olufsen loudspeaker that is depicted in Figure
8 was subject to both the exclusion under the third indent
and lack of distinctive character.

The GC firstly confirmed the anti-monopoly rationale
that was established in Philips."® According to the GC,
there is not difference in the rationale of the second and
the third indent of the provision, since the objective of
both indents is to prevent granting of a monopoly on a
shape for an unlimited period of time and to subject shapes
to exclusive rights that last only for a limited period of
time.™

The GC continued with assessment of the applicability
of the third indent. One of the factors for this assessment
was the perception of the relevant public, as follows from
Lego Juris. This can be taken into account by the relevant
authorities when assessing the essential characteristics of
asign. In the case of the Bang & Olufsen speaker, the design
of the good is an important element upon which consu-
mers base their choice, even if the consumers also take
other characteristics of the shape into consideration. The
GC made the following remarks about the design: [it] is
an essential element of its branding and increases the
appeal of the product at issue, so to say, its value’> More-
over, the GC acknowledged that ‘the aesthetic charac-
teristics of that shape are emphasized first and that the
shape is perceived as a kind of pure, slender, timeless
sculpture for music reproduction, which makes it an im-
portant selling point’"s Following these statements, the
GC concluded that the shape gave substantial value to the
goods, apart from the technical qualities which also add
value to the goods at issue.
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5.5.2. Judgment by the CJEU of 18 September 2014
Hauck v. Stokke

Another important judgment is delivered by the CJEU in
the the Hauck v. Stokke case, wherein the third indent was
presumed to be applicable™ - in addition to the first in-
dent already discussed in section 5.1.1. above. With regard
to the third indent, the question was whether the indent
could apply if a sign consists of the shape of a product
with several characteristics, each giving substantial value
to the product. In connection with this, it was asked if it
was necessary to take the target public’s perception of the
shape into account during assessment. The judgment also
discussed the combined application of the indents.

The CJEU observed that the shape of the Tripp Trapp
chair gave substantial value to the product, as well as
other characteristics, such as safety, comfort and reliability.
According to the Court, the applicability of the third in-
dent is not precluded when a sign also performs other
essential functions. It is probable that the value of a shape
is the result of both its practical function and its aesthetic
qualities. The applicability of the third indent can there-
fore not be limited to only artistic or ornamental value;
otherwise shapes that comprise both functional and or-
namental qualities could circumvent the aim of the provi-
sion and could be registered as shape marks."s

The second part of the question dealt with the percep-
tion of the public. The Court referred to the Lego Juris
case and held that the perception of the average consumer
is not a decisive element when determining the applicabi-
lity of the third indent of the relevant provision. It is
considered as a relevant criterion, much like other factors,
such as the artistic value of the shape, a dissimilarity to
other shapes that are common in the relevant market, a
substantial price difference of the product in relation to
other products and a promotion strategy which focuses
on the aesthetic characteristics of the product concer-
ned."® In conclusion, the CJEU followed the opinion of
the AG and held that the third indent applies when a
shape of a product entails several essential characteristics,
each of which may give that product substantial value.

The target public’s perception is only one of the factors
that should be taken into account for the identification of
these characteristics."”

With regard to the combined application, the CJEU stated
that it appears from the wording of the provision that the
indents act independently of each other - and, more im-
portantly, that registration of a sign can be denied if one
of the three indents applies fully to that sign. The CJEU
therefore concluded that the first and third indent cannot
be applied in combination.™®

5.5.3. Judgment by the CJEU of 23 April 2020, Gémbdc
As described in section 4.3.4, the G6mbdc case™ addressed
both the second and the third indent of Article 3(1)(e) of
Directive 2008/95. With regard to the third indent, the
referring court wondered whether the consumer perspec-
tive or the knowledge of the relevant public could be taken
into account when assessing the applicability of the third
indent.

The CJEU held that, also in this case, the refusal should
be based upon an objective analysis that the shape could
(possibly) have an impact on the attractiveness of the pro-
duct.>® However, the presumed perception of the sign by
the average consumer could still be a useful assessment
criterion in identifying the essential characteristics, as
determined in the Hauck v. Stokke case.™

In relation to the third indent, the third question dis-
cussed by the CJEU related to the cumulation of various
IP rights. Since the Gombdc shape was already protected
by a design right, it was questioned whether the shape
should be excluded from trade mark protection on this
basis.

The Court held in this respect that the fact that a shape
is already protected under a design right does not prevent
the shape from also being protected by a trade mark right.
Asstated in Hauck v. Stokke, there is no hierarchy between
the various IP rights.>> The Court came to the conclusion
that the ground of refusal in the third indent ‘must not be
applied systematically to a sign which consists exclusively
of the shape of the product where that sign enjoys protec-
tion under the law relating to designs or where the sign
consists exclusively of the shape of a decorative item’. '

5.6 Discussion regarding the third indent

The exclusion of the third indent has as its objective to
draw a line between copyright and design rights on the
one hand and trade mark rights on the other hand.** The
implications of the cases that have concerned the third
indent will be discussed in this section.

5.6.1. The assessment of ‘giving substantial value

to the goods’

In the Bang & Olufsen judgment, the General Court relied
upon the previous judgments Philips and Lego Juris when
it established the rationale of the third indent, i.e., that
the rationale of the third indent was also to ‘prevent an
exclusive and permanent trade mark right from extending
the life of other rights which are limited in time’.">s Even
though this rationale is driven by competition law inte-
rests, it is questionable whether a European trade mark
registration for the Bang & Olufsen speaker would limit
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competition, since the loudspeaker has a very specific
design which leaves competitors the freedom to create
loudspeaker shapes, as long as they are not confusingly
similar to the one of Bang & Olufsen.*® The GC intended
to treat the technical necessity under the second indent
and the aesthetic functionality under the third indent in
the same objective fashion. However, the third indent
cannot be assessed in the same way. The factors determi-
ning consumer behaviour in buying a product involve
subjective evaluations.”” When assessing the second in-
dent, the perception of the public can only be considered
with regard to determining the essential characteristics as
follows from Lego Juris.

In Bang & Olufsen, the GC established that the third
indent was applicable, since the design of the loudspeaker
appealed to the public. In this respect it stated that ‘the
shape is perceived as a kind of pure, slender, timeless
sculpture for music reproduction which makes an impor-
tant selling point’.® Interestingly, according to the GC,
this appeal followed from an intensive marketing cam-
paign, which emphasised the shape of the speaker as an
important selling point. The perception of the public is
usually a criterion that should be taken into account when
assessing whether the sign had acquired distinctiveness
through use. When the GC emphasised the marketing
efforts and the public’s perception in its assessment of the
applicability of the third indent, it actually undermined
the permanent character of the absolute grounds for refusal
under this indent. Advertising activities are subject to
changing consumer perspectives. The brand could be
perceived differently in the future. Therefore, marketing
efforts should not be considered when assessing the abso-
lute grounds under the third indent, since it does not ap-
pear in the wording of the provision - doing so would lead
to flawed results.

Another noteworthy comment from the GC is that the
technical qualities of the loudspeaker could also contri-
bute to giving value to the goods under the third indent,°
as in the Hauck v. Stokke judgment. This extended the
scope of the provision to ordinary shapes and outstanding
designs, at the expense of transparency and legal certain-
ty.st

5.6.2. The relation to design rights

It follows from the reasoning in the Hauck v. Stokke case
that the objectives of all three indents of the provision are
the same, namely to prevent a monopoly on shapes for an
unlimited period of time.3* However, it is debatable
whether the underlying rationale of the second and the
third indent can be the same. The second ground for refusal
is designed to prevent prolonging patent rights. The nature
of design rights is different, and the third indent should
therefore be treated differently. Design rights are available
for novel designs with an individual character and the
threshold for these standards is considered to be low. If
trade mark registration for these shapes is denied, this
would mean that only banal and non-novel shapes will be
registrable under trade mark law. Furthermore, since sub-
stantive examination is lacking in the registration process
of designs, it could be the case that design rights actually
should not be granted at all. Therefore, it would be too
simplistic to say that the shape cannot be granted a time-
limited monopoly,s which is also confirmed in the G6mbdéc
case. The sole fact that a shape has been protected under
a design right prior to trade mark registration does not
exclude the shape from trade mark protection.>+ In addi-
tion, outstanding designs, such as the award-winning
Tripp Trapp chair, regularly attract copyright protection
and are thus protected for a longer period of time.
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5.6.3. The (irlrelevance of the third indent

Apart from the problem described above, the CJEU also
dealt with the question of when a shape is aesthetically
appealing and also has other advantages, such as in regards
to safety and liability. The question posed to the Court
was whether these other advantages would prevent the
application of the exclusion of the third indent. This
should not be the case, as shapes could then easily circum-
vent this ground of refusal by adding other characteris-
tics, meaning the objective of the provision would not be
fully realised.3® The Court ruled out the possibility that
the indents could be applied in combination. In addition,
the Court took a different view on what should be consi-
dered as giving substantial value to the goods.

The CJEU considered that the substantial value clause
was still applicable to the shape if the product also perfor-
med essential functions apart from its aesthetic functions.
As seen in Bang & Olufsen v. OHIM, an aesthetically plea-
sing loudspeaker could also perform other functions. It
follows that ‘functional characteristics as such could give
a substantial value to the goods’” The CJEU did not use
the concept functions, but held onto the concept of the
characteristics of a shape. By looking at the functions
instead of the characteristics of the shape of the goods,
the CJEU did not interpret the third indent in a broad
fashion.®

AG Szpunar considered that the three indents should
be applied separately, not in combination. However, he
did not exclude the combined application of the grounds
of refusal within the third indent. This would mean that
when the third indent allows an internal combination of
the grounds of refusal, the external combination of the
indents will not be applicable anymore."° The CJEU reco-
gnised in the Hauck v. Stokke judgment that the internal
combination of the grounds was necessary, because the
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32. p. 305.
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Apart from the case-specific criticism, there are general
concerns about the interpretation of the substantial value
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prohibition on trade mark protection for shapes that
could be subject to the third indent is not clear. It is pos-
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tinctiveness. This distinctiveness threshold is high. It is

Marks’ (2014) 15 World Trademark Review, 59.
197 See in this respect Judgment of 16 February
2000, Procter & Gamble v. OHIM, T-122/99,

37 Antoon Quaedvlieg, ‘Shapes With a Technical !

Function: An Ever-Expanding Exclusion?’
(2016) 17 ERA Forum, 114.

138 bid.

137 Opinion of AG Szpunar of 14 May 2014, Hauck
v. Stokke, C-205/13, ECLI:EU:C:2014:2233,
para 102.

1% Antoon Quaedvlieg, ‘Shapes With a Technical
Function: An Ever-Expanding Exclusion?
(2016) 17 ERA Forum, 114.

1 lbid.

12 Annette Kur, Too Pretty to Protect? Trade
Mark Law and the Enigma of Aesthetic
Functionality’ (2011) Technology and
Competition, 18.

1% |rene Calboli, 'Hands Off “My” Colors,
Patterns, and Shapes!’, in Irene Calboli and
Martin Senftleben (eds), The Protection of

Janne Glaesel and Louise Stuhr, 'The 3D
Shape Dilemma: Refusal to Register the
Three-dimensional Shape of a Loudspeaker’
(2012) 7 JIPL&P, 767.

Roland Knaak, Annette Kur and Alexander von
Miihlendahl, ‘Study on the Overall Functioning
of the European Trade Mark System’ (2012)
MPI Research Paper No. 14-17, 73.

14 Jean-Christophe Troussel and Stefan Meuwis-
sen, ‘Because Consumers Do Actually Eat
Trade Marks: An Assessment of Current Law
Regarding Non-Conventional Trade Marks in
the European Union’ (2012) 13 ERA Forum,
429.

Judgment of 12 December 2002, Procter &
Gamble v. OHIM, T-63/01, EU:T:2002:317,
paras 43-45.

148 Anders Michael Poulsen, ‘Challenges with 3D

1

&

1

5

- 82 -

EU:T:2000:39.
150 Judgment of 18 June 2002, Philips v.
Remington, C-299/99, EU:C:2002:377, paras
81-84.
Jean-Christophe Troussel and Stefan Meuwis-
sen, ‘Because Consumers Do Actually Eat
Trade Marks: An Assessment of Current Law
Regarding Non-Conventional Trade Marks in
the European Union’ (2012) 13 ERA Forum,
432.

15

STOCKHOLM INTELLECTUAL PROPERTY LAW REVIEW VOLUME 4, ISSUE 2, DECEMBER 2021



widely assumed that a shape cannot serve as an indicator
of origin and therefore it is difficult for these signs to over-
come the lack of distinctive character in Article 7(1)(b)
EUTMR. Three-dimensional signs that an applicant
would like to register as a trade mark are assessed on the
same basis as the traditional trade marks, namely with
regard to the relevant goods and with the consumer per-
spective in mind. The consumer perspective is the com-
plicating factor in this respect, since consumers
traditionally do not see shapes as an indication of origin.
However, none of the CJEU cases involve empirical data
that would confirm these assumptions.#® Courts stick to
these assumptions and prevent the incorporation of a dif-
fering view. The consequence is that shape marks are to be
considered as lacking distinctive character, which makes
getting trade mark protection for such signs more compli-
cated. As discussed before in this article, consumers are
nowadays more sensitive to shape marks and non-tradi-
tional trademarks with the consequence that these signs
are more likely seen as an indicator of origin.

In the case law discussed above, it is described that a
sign that consist of the shape of a product can be protected
under trade mark law only when a shape departs greatly
from the norm', which is a very restrictive interpreta-
tion. It is important to keep in mind that there is a fine
line between a sign being distinctive and it falling under
the third indent of Article 7(1)(e) EUTMR. When a sign
that consists of a three-dimensional shape departs too
much from the norm in the sector, it is possible that the
shape adds substantial value to the product and therefore
is subject to the functional exclusions.*#

This problem also exists when a sign is not inherently
distinctive. In order to overcome lack of distinctiveness, a
sign could acquire distinctiveness through use of Article
7(3) EUTMR. For traditional trade marks, this could be a
challenge. For a NTM, such as a sign that consists of the
shape of the product, acquiring distinctiveness through
use and overcoming Article 7(1)(b) EUTMR is considered
to be difficult. As shown before, such signs can also be
subjected to the functional exclusions of Article 7(1)(e) of
the Regulation. These absolute grounds for refusal cannot
be overcome by acquired distinctiveness, since it lies in
their rationale to serve the public interest. A sign which
falls within these grounds and lacks distinctive character
cannot acquire distinctiveness through use. When a shape
is the result of the nature of the goods (and falls within
the first indent), this sign can never be distinctive, since
there is only one shape that the product can have.> With
regard to the second indent, the CJEU held in Philips that
the exclusion cannot be overcome by the availability of
other shapes.’ The third indent, where shapes that give
substantial value to the product are excluded, poses serious
problems in combination with the high level of distinc-
tiveness that is required for shape marks. When a shape is
considered to be distinctive (since it departs significantly
from the norm in the sector), the shape might be seen as
contributing value to the goods, within the meaning of
the third indent and therefore might be excluded from
protection under the trade mark system.

7. CONCLUSION

In this article, the absolute grounds for refusal of a trade
mark registration under Article 7(1)(e) EUTMR and pre-
vious regulations have been examined, with particular
emphasis on NTMs and shape marks. In the discussed
case law, the CJEU has elaborated on the notion of ‘shape’
and set the framework for signs that could possibly iden-
tify as shapes within the meaning of the absolute grounds
for refusal. From the Louboutin case follows that the word
‘shape’ must be interpreted as a ‘set of lines or contours
that outline the product concerned’. The Textilis case built
upon this notion and with this judgment the CJEU also
answered the question whether a two-dimensional mark
that represents two-dimensional goods can be considered
to be a shape. In this respect the Court referred back to
Louboutin and held that the meaning of the concept of
‘shape’ must be deduced from everyday language.

The new formulation of the EUTMR caused discussion
within academia on the interpretation of the new wor-
ding of Article 7(1)(e) EUTMR. The CJEU did not give gui-
dance on the interpretation in the recent cases G6mbdc,
Louboutin and Textiles, since the old framework was still
applying to these cases. However, the First Opinion of AG
Szpunar in the Louboutin case gave some guidance. He
held that it should be interpreted as ‘a part or an element
of the goods in question’. His interpretation covered many
aspects, but it is still unclear whether or not a word mark
attached to the product could qualify as an element of the
goods.

It has been discussed that the concept of ‘another cha-
racteristic’ encompasses only features which do not have
an independent nature with regard to the product itself.
The interpretation of other terms of Article 7(1)(e)
EUTMR is also unclear. By using the term ‘or’ (in relation
to another characteristic) could suggest that the shape is
also considered to be a characteristic of the product. Fur-
ther, it is not clear how to assess a sign that consists of a
shape and two characteristics, since the provision only
speaks about ‘another characteristic’ It is likely that the
amendments will not have far-reaching consequences. If
the shape of a product would be identifiable as being a
characteristic, this would open up the possibility to inclu-
ding NTMs under the scope of the functional exclusions.
Undoubtedly, such consequences will be discussed exten-
sively in the future, in a similar manner as the interpreta-
tion of the provision that was in place before the amend-
ments.
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Before these amendments, the situation was considered
to be clear to a certain extent. With regard to the first in-
dent, the CJEU had established in Hauck v. Stokke that
this exception could only apply when a shape was inhe-
rent to the generic function. However, the Court did not
give guidelines on the interpretation of the term. Further-
more, it was the CJEU’s interpretation that technical
shapes could also be generic, with the result that the first
and the second indent could overlap. The concept of tech-
nicality of the second indent is considered to be wider,
since generic technical shapes can also be subject to the
first indent.

The outcomes of the case law regarding the second
indent are not clear-cut either. The Philips case made clear
the anti-monopoly rationale of the provision: to safe-
guard the freedom of choice of competitors to include the
same functional characteristics. Only when a shape
consists of the essential characteristics which contribute
to a technical result, the sign consisting of the shape can
be refused trade mark protection. In the Lego Juris case,
the CJEU defined essential characteristics as the most im-
portant elements of the sign, which needed to be identi-
fied on a case-by-case basis. Whether or not these ele-
ments are considered to be technical might be based
upon previous patent rights, but previous patent docu-
mentation is not decisive in this respect. When the shape
incorporates technical elements, but there is also a major
non-technical element involved, the shape cannot be de-
nied trade mark protection. From the Kit Kat case follows
that the manufacturing process of the shape is not impor-
tant when assessing the essential characteristics of the
shape, contrary to the opinion of AG Wathelet, who stated
that the manufacturing method should fall under the
second indent. More recently, the Gombdéc case gave gui-
dance on the role of the relevant public when identifying
essential characteristics.

In respect of the third indent, in the Bang & Olufsen
case, the GC held that consumer choice and the branding
of a product in marketing campaigns can increase the att-
ractiveness of the product and contribute value thereto.
The outcome of marketing campaigns can differ over time,
making it an interesting parameter to take into account in
determining the attractiveness of a shape. Further, the GC
stated that technical qualities of the shape could also
contribute to the value of the goods. The GC was of the
opinion that the third indent still applies when the shape
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is not only adding value but also has essential characteri-
stics that are considered to be technical. It therefore
allowed an internal combination of the grounds within
the third indent. Apart from these remarks, it is not clear
why there should be a ban on trade mark protection for
shapes that are attractive. The assessment of whether or
not the shape is adding value is a subjective assessment.
Within literature, it is proposed that this indent should
be assessed differently than the two other indents. It has
also been discussed that this indent should be abolished.

In addition to the hurdles resulting from the absolute
grounds for refusal, the distinctiveness requirement also
creates difficulties. The case law concerning Article 7(1)
(b) EUTMR establishes that the assessment of distinctive
character of NTMs is to be performed in the same way as
for traditional trade marks. However, the way this assess-
ment is described by the CJEU is problematic. The assess-
ment of distinctiveness is based upon the goods for which
the sign is to be registered. In addition, the consumer per-
ception is another criterion that is used for assessing dis-
tinctive character. As follows from relevant case law, it is
more difficult to establish distinctive character in relation
to shape marks. In order to be distinctive, the shape
should depart greatly from the norms within the sector to
be seen as an indicator of origin. The relevance of this
criterion is questionable nowadays. As described before,
consumer perception is changing, and consumers are
more likely to acknowledge a sign consisting of a shape as
an indicator of origin. One aspect remains problematic:
when a shape departs significantly from the norm, such as
the Bang & Olufsen loudspeaker, the shape could fall
within the exclusion of Article 7(1)(e)(iii) EUTMR. As
stated in the Philips judgment: when a shape is lacking
distinctive character and falls within the functional exclu-
sions, the shape cannot acquire a distinctive character
within the meaning of Article 7(3) EUTMR. Thus, the
shape will be permanently denied trade mark protection,
based on an rather arbitrary assessment. Distinctiveness
of shape marks remains problematic within the current
framework. Even though consumers are more likely to
perceive a shape mark as an indicator of source, by which
it functions as an indication of origin, the CJEU has not
adopted this contemporary view for assessing such marks.

With the latest trade mark amendments, the legal frame-
work has become more suitable for representation of un-
conventional trade marks in the register. However, the
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distinctiveness barrier and the functional exclusions pre-
vent trade mark protection for such signs in many cases. It
is undecided how this will evolve in the coming years.
There are still doubts regarding the new wording of the
functional exclusions under Article 7(1)(e) EUTMR and
its effects on the eligibility of shape marks for trade mark
protection. There are no clear EUIPO Guidelines on the
interpretation of the new wording and the CJEU has not
yet taken the opportunity to decide on the interpretation.
It is difficult to say in which direction the CJEU will deve-
lop the interpretation of the absolute barriers to trade
mark protection with respect to NTMs. However, the
Court will probably not take a drastic turn in its interpre-
tation of this provision. Until there is further guidance
from the CJEU, the new wording of this provision should
not be considered to narrow the scope of the Article, but
merely to make it more precise. The implications of this
reshaped framework on the eligibility of three-dimensional
shapes as trade marks is for the CJEU to decide in its
coming decisions.
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