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European Community Trademark and
Brand Equity

Stefano Sandfi

1. Change Culture

The increasingly closer relationship between ecooprfimancial and legal
iIssues is clear, and especially so where the negept-day form of intellectual
ownership is concerned. This ownership was spadificonceived and designed
to meet the requirements of companies with curmgnstrategic interests in a
market, such as the European Union, which embratg@sesent approximately
fifteen countries and over 300 million consumerbe Tcommunity trademark,
from this point of view, is the first legal tool ttave been created to serve the
new economic environment being laboriously createdEurope. It might
therefore be a good idea to consider whether - @ndvhat extent - this
environment has impacted on, and influenced, thad &nd, as a consequence,
whether or not it is changing the meaning and valugational and international
trademark legislation, which as we all know stregFar back in time.

It is well-known that over the last ten years weéiaeen such an evolution in
market structure, corporate strategy and consueleavdour so as to place under
the spotlight all the traditional benchmarks foly action or activity regarding
company law rules and regulations. | will attemgpstimmarize the main steps in
the development of this trend, with particular refece to the establishment of a
trademark. | do not presume to state anything rew,do so solely in order to
clarify subsequent discussion:

a) In general terms, we have witnessed a phenomenopragjressive
dematerializatiorof assets which has led companies, consumers aed ot
leading market players to favour ideological, atixe or even intangible
aspects of material assets.

b) Marketglobalisationhas led to increasingly more frequent horizontal an
vertical integration being carried out between cames, with the effect
being that of ‘anchoring’ the trademark more andranto company
strategy, rather than to the need of identifyirsglit as the industrial or
commercial source of the products actually pos@ton the market.

Y Chairman of the Third Board of Appeal of OHIM —fioé of Harmonization in the Internal Market,
Alicante, Spain
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c) Market enlargement, further favoured by the redisation of similar
economic areas, has progressively weakened thébéhkeen trademark
and local setting, which was originally of interestid relevance to the
companies located in the area.

d) In economic terms, and on the basis of a developpatern that has also
involved other intangible assets, trademarks haakert on the
connotation of independeonbrporate asset a fundamental constitutional
element in modern corporate equity and itself thged of separate
assessment from the point of view of finance, tprotection and
utilization - which has moved attention from tih@demarkto thebrand.

e) Provisions and strategies for the disposal of sisdets have consequently
become increasingly more important, such liaensing contracts and
merger & acquisitiortransactions.

f) The dynamics of supply and demand are directed @odemore towards
reconsidering the role @lonsumerfreed from the merely passive role of
being on the receiving end of supply and reinstatedn increasingly
more pro-active, interactive and central role ia tharketplace.

g) Closely linked to the growing importance of the samer’'s role is the
emergence of the increasingly more powerful rola@isfribution which
tends to invade areas typically dominated by preducademarks by
putting forward and promoting its own trademarks.

h) Furthermore, we must not underestimate the overpoweevelopment
of the mediaand the potential offered by information technolcay a
means of communication, promotion and marketing af the
distinguishing features of a business.

i) Finally, trademark counterfeiting has now reachetlistrial proportions
and manifests itself, in its more blatant aspeats,well and truly a
phenomenon ofinternational piracy requiring— as such - adequate
protection.

2. TRIP’s Agreements: Trademark Protection?

This latter reflection is at the source of the TRIRgreementAgreement on
Trade - Related Aspects of Intellectual Propertgh® including Trade in
Counterfeit Goods in other words, an agreement which includedgraection
of intellectual property in the GATT “General Agreent on Trade and Tariffs”
global trade agreement. On the one hand, it becdwieus that a minimum form
of protection for some assets, such as trademgd&ignts or copyright, was
indispensable in order to avoid their continualcessive and increasingly
international exploitation. On the other hand, gate amount of insight showed
that these assets interact closely with the maakeit rules on trade. A TRIP'S
agreement is a rather complex and fairly articdlabocument, which also
attempts to set out some sort of coordination wétkisting international
agreements and regional organizations. IndeedEtlrepean Community took
part in negotiations - not as representative fdividual member states but as an
independent autonomous participant. Trademarksenugkone of the sections
and, naturally, the minimum regulations for enveggorotection (so called
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minimum standargsmust be seen in a global context (there are eggmt more
than 150 countries involved), taking into accouhé tiffering standard of
economies covered by the agreement, ranging froen ntost advanced to
developing countries. Notwithstanding the politica&gotiating required among
the opposing and varying interests, it is importemnote that on at least two
occasions the section on trademarks seems to atdagevthe requirements
suggested by thehangel referred to in the previous paragraph: firstle
absolute resumption of risk of confusion in therevihat original products and
their trademark are identical to the products amddmark of a counterfeiter,
and, secondly, protection granted to famous tradesn@r perhaps it would be
better at this point to say torand namesincluding products other than those
originally protected).

Both such circumstances were already dealt witAuropean Community law
and they have now also crept into national legmtatLet us therefore take a
closer look at them.

3. The Trademark as an Exclusive Right of Monopoly

Trademark counterfeiting, by making an identicghy@and using it to produce
identical products to those of the legitimate ownier acknowledged as an
unlawful act, which may in itself be punished widfurther conditions or
specific proof having to be supplied by the ownethe legitimate trademark.
There is, in fact, a statement to the effect thatrisk of confusion both on the
market and among consumers is presumed in absblatee, it fails to take into
account both possible present and potential comriugnd we know well that the
possibility of confusion is a basic requirementptotect trademark rights; the
function whereof is normally precisely that of dguishing a product as
originating from one company rather than anothée fct is that in the situation
described above, it is no longer a question ofaabu potential confusion, and
this leads us to reconsider the very nature anctitum of a trademark. Should its
traditional concept, as an indication of origin, theught through again in the
light of the developments that the notion has ugoee over the last few
decades, and as a consequence ofctiengesthat have come about in the
environment in which it operates? It is true thatiaditional function is apparent
in the TRIP’S agreement and in European Commuratyeimark regulations, but
the unqualified presupposition in the case of idgnindoubtedly leads us to
consider trademark legislation as well and trulgabte; whereby the product
deserves protection in that it has a clearly remadre financial value, thus
bringing it almost as close as to the protecticantgd to copyright. Our Italian
national policy-maker has recognised this signiftcehange and therefore made
the necessary changes to domestic legislation iteg bt into line with the
international agreement. As far as the other issumncerned (i.e. the issue of
protecting famous trademarks), besides the originaterlying issue of
distinguishing products or services, the law haally acknowledged the pleas
made by companies which, in the face of large itmests made for the
promotion and distribution of trademarks which evfemot famous have become
well known, have found themselves increasingly asgrosed to blatant plunder
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at the hands of unfair competition or simple spatuk. Such ‘pirates’ have
registered trademarks in countries where the owafighe trademark failed to
formally protect the trademark with suitable regibn, including registering it
for other classes of products or services, thusingua detrimental ‘diluting’ of
original owner prominence and standing, and thdetmaark’s capacity to set
itself apart.

4. The Trademark: a Distinguishing Role among Dishguishing Marks

Moving on to specifically consider the communitgdemark, which has for its
own part closely influenced issues inherent in TRI&yreements, we notice first
and foremost that we are specifically dealing wifte two economic situations
described above, i.e. protection in the event gbalie identity, and, secondly, a
"famous” @sits protection describes it) trademark which exgeitsl influence to
products or services which are not similar.

Community regulations, rather more explicitly thenfound in the TRIP'S
agreements, actually appear to have taken thig s#fishange” even further than
the two types of circumstances described abovegdneral terms, and with
reference to the nature and purpose of trademtm&y, specifically acknowledge
that by disciplining the community trademark, ceriegal conditions are securely
put in placeé'which allow companies to readily adapt their adtiies involving the
manufacture and distribution of goods or supplgafvices to the dimensions of the
Community” To this end, trademarks which allow them to défaiate their
respective products or services in an identical maarthroughout the European
community, and thereby overcome national barrierg in actual fact most
suitable. A function — therefore - of guaranteetng origin of something, but not
only that: | would say rather a distinguishing raf@ongst distinguishing marks, in
keeping with the new scenarios arising in Europes,l in any case, common
knowledge that consumers nowadays do not really qesticularly interested in
knowing all the ins and outs of the industrial origf the product they are buying.
There are also other points to be taken into ad¢ctrages of which can be found in
the setting up of Community trademark regulatiovisen it is stressed that if there
is no differentiating identity between features amaducts or services, but
similarity, it is best to interpret this notion bgferring primarily to the risk of
confusion. However, the risk of confusion dependlsaaumber of factors, and in
particular on the level of awareness the corpdratgemark has in the market, the
psychological association that may be made betwremorporate brand and the
trademark used or registered, and the degree afastyn between the corporate
brand and trademark, and the specific productseorices. | would say a clear
predisposition emerges from this, on the part efabmmunity legislator to direct
attention towards practical or realistic situatioas where there is clear financial
reward. This might even go so far as to includé eeacrete marketing issues: the
market (standing forelevant marketi.e. the reference market), the consumer, with
his or her rational and emotive behaviour and aa8ous, in a continudked-back
with the trademark, where the latter is taken aammg the mark that associates it
closely with the product or service to which itirked, and thus all going to play a
decisive role in building a trustworthy judgemesta its liability to be confused.
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In the same manner, there is an evident attemptintgegulatory data to real
data, by refusing Community trademark protectioremwtft is not supported by
effective use; a reflection this of the positivgegeiation only of interests which
do actually deserve protection. On several occasimstitutive regulations have
in fact sanctioned the inadmissibility or indefdnidly of the registration of a
trademark when the party opposing it has not baem position to demonstrate
any real interest, by being able to count on aac#ffe prior use of the symbol
being opposed.

Figure 1. EU and Non-EU Applications

1996-1998 1999
Non- Hon-
EU EU
60,6% 63,2%

Contrariwise, community trademark protection canbetcalled upon if the
legitimate owner has not proceeded to use it withenEuropean Union territory,
something that presupposes an obvious interestaking use of this title of
industrial property. Obviously there is no need&more fussy and demanding
than necessary, but certainly if one wishes tordkfe trademark whose presence
in Europe has been wished for and requested, tiegrsame trademark should at
least be used in a significant part of Europe.

5. Trademark Recognition in the Legal Protection othe Trademark

Even in case of a famous trademark which can layncto somerenown,to
use a more appropriate work, regulations prefer tooprovide intangible or
categorizing definitions. Therefore, in order tage whether or not the interest
implicit in a trademark (a trademark which has bées object of significant
investment, been present on the market for some, tim accredited with an
image of quality for the products or services presents, and is well-rooted in
the recorded history and present lifestyles of narexs) merits a greater range of
protection for those products or services which ewvemitially completely
unassociated with it (for instance, tBeca-Cola trademark which has expanded
from beverages to clothing, tHeéOIN trademark which has progressed from
mass distribution to tourism services, and the @Garademark which developed
from photographic equipment to tennis shoes, eém)accurate tangible check
must be made as to whether the third party has iusathout rightful reason and
in such a manner so as to gain unlawful advantage its distinctive nature, or
its renown, or in a way that has considerably dadats reputation. Hence, we
are increasingly closer not so much to the markleftification and origin, as to
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all that surrounds it and accompanies it in its kimgs, in other words, to the
branditself.

6. The Community Trademark and Brand Equity

When we say that the Community trademariust be treated as an object of
ownership independently of the company whose pteduaoods it represents”,
what we are really saying is that a trademark ie ohthe assets of a modern
company and, as such, the potential object of égpion, settlement, transferral,
as with any other corporate asset, without furti@igations or ties. Naturally,
there should always be due respect for the intedghe consumer, who is really
the powerless ‘guest’ at a feast held between ctitope but who should not in
any way be misled.

Table 1: Applications Based on Country of Origin (Overalltdls of First 30
Countries, %)

COUNTRY 1996-1998 1999 TOTAL

USA 28.C 25.F 27.2
German' 16.1 17.¢ 16.4
United Kingdon 13.4 12.¢€ 13.2
Italy 6.5 7.S 6.€
Spair 6.1 6.2 6.2
Franct 5.5 6.€ 5.9
Japal 2.9 2.3 2.7
Nederland 2.8 2.4 2.7
Swedel 2.3 2.1 2.2
Switzerlanc 1.9 1.7 1.¢
Denmarl 1.7 1.5 1.€
Austrie 1.6 1.E 1.€
Belgiunr 1.6 1.2 1.t
Canad. 1.2 1.2 1.2
Finlanc 1.C 1.C 1.C
Australic 0.8 1.C 0.€
Irelanc 0.8 1.1 0.€
Portuga 0.6 0.7 0.€
Taiwar 0.6 0.8 0.€
Luxembouri 0.4 0.€ 0.4
Israe 0.4 0.€ 0.4
Hong Kong 0.4 0.3 0.2
Turkey 0.3 - 0.2
Greec 0.2 0.2 0.z
Norway 0.2 0.2 0.2
Mexicc 0.2 0.2 0.2
Singapor 0.2 0.2 0.2
Brasil 0.2 0.2 0.2
New Zealan 0.2 0.2 0.2
South Africe 0.1 0.2 0.2
Koree - 0.2 -

The fact that a trademark need no longer be accoiepaby the relevant
“branch of a business” when transferred or licensedy now well accepted,
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even by the Italian law courts. The peculiarity,tie case of the Community
trademark, lies in the fact that the financial waland the reference to the
consumer are in themselves intensified (by havimgnake the change from a
domestic market to a much vaster common regiores)awhilst the differences
cannot be cancelled as an effect of a processantlatdization towards a highly
improbable archetype of European consumer. Howaves, nevertheless true
that over time thenediaand multinationals will no doubt progressively auib
certain basic behavioural models that are mordyeesnditioned in that they
tend towards the acquisition of mass-consumed ga@odb services that are
increasingly more generalized.

Table 2: Applications by Language (Totals, %)

First Language Second Languag

Languagsq 11%%% Position] 1999 | PositiorjlLanguage ]i%%% Position| 1999 | Position
ES 6.S 5 7.2 6 ES 8.7 3 8.t 3
DK 2.C 8 1.¢ 8

DE 19.5 2 20.C 2 DE 5.k 4 6.8 4
EL 0.2 11 0.2 11

EN 42.¢ 1 427 1 EN 52.: 1 52.¢ 1
FR 7.2 4 8.1 4 FR 29.1 2 28.¢ 2
IT 16.€ 6 8.1 5 IT 3.2 5 5.4 5
NL 10.€ 3 7.€ 3

PT 0.7 10 0.7 10

SF 0.c 9 1.C 9

SW 2.€ 7 2.€ 7

7. Corporations and the Community Trademark

The Community trademark has effectively been ab&lasince April 1, 1996,
although recourse to this tool does not imply alommeent of protection at a
national level - something still of interest to SMEt might therefore be
interesting to assess how corporations, both Eam@and non-European, have
reacted to the community proposal, bearing in ntivad for anyone intending to
venture into this field, sooner or later, in atdethree or four countries of the
Union, there will be considerable financial advaets to be gained, easier
trademark portfolio management (NB. the communigdémark is single, and
valid for all countries), and greater legal — ahdrefore financial — reliability.
The latter is especially interesting for countrmsch as our own where the
national Trademark and Patents Office is chrorycatid clearly lacking.

a) One initial fact is the evidence of markglobalisation”, considering that a
little under 40% of all applications originate fronon-European Community
regional areas (Figure 1). What is surprising isadditional fact present in the
first, which highlights the evident interest thaist tool has attracted amongst
American businesses — not all necessarily multimals — even after the first
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initial rush of enthusiasm brought about by the el of the system. The
opportunity to have just one “point of referencet the entire European market,
which moreover is expanding eastwards, is the dibstious explanation for this.
Yet there is something else as well: paradoxic#tlg, Americans seem to believe
more in the opportunities offered by the new uxiffrearket than the Europeans
themselves. Look, for instance, at how strangdiyctant French businesses are
to make use of this new tool, which is evidentlycmunore congenial to the
Germans (Table 1). Italy, on the other hand, atiemperiod of cautious
observation, has of late shown itself to be dedideabre active. Whilst, once
again, Spain’s position constitutes a recognitibthe “field factor’ in every type
of business, even though the Spanish economy sggiirough a particularly
dynamic and positive moment, a fact which has neenbwidely recognised.

b) From a linguistic point of view, the languagenhich applications are made
confirms the same trend, and hence English isvi@tbby German (Table 2). As
regards the language in which procedures are peeidy and the language
companies choose for their relations with the Aliea Office (the highly
criticised choice of the location of the EuropeageAcy seems to have become
more acceptable over time, given the widespreadtisgormation systems and
faxes in all communications) however, it is intéirgg, though not excessively, to
note that French is definitely preferred (almos¥a290 German (6.8% in 1999),
notwithstanding the predominance of English ( 52t8% year).

Table 3: Applications Based on Class — First 15 (Totals, %)

POSITION CLASS %
1 9 11.7
2 42 8.C
3 16 7.1
4 25 5.6
5 35 4.2
6 41 4.2
7 5 3.5
8 3 3.2
9 7 2.9
10 30 2.8
11 38 2.7
12 28 2.7
13 18 24
14 36 24
15 1 24

Table 4: Applications Bon Type of Trademark (Units, %)

TYPE NUMBER %
Word marks 75182 64
Figurative marks 40254 34
3D marks 1146 1
Other 990 1
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c) But which products and services are of mostrast® Certainly any devices
and products with a high technological contentrtisiga from computers and
software (Table 3, class 9, 11, 7%), followed Hysatvices in general (8,0 %).
As far as types of mark are concerned (Table 49reths always a strong
prevalence of the'verbal” type (64%), compared to thdigurative' kind.
However, | am personally of the impression thatimesses will have to
progressively shift attention more towards the séctype. A verbal trademark
has, in fact, a better chance of meeting probleves descriptiveness (and hence
nullity) in those countries where the words mayéiawrite or simple descriptive
meaning. Thus it may happen, and it already haast & word which was
completely new to the Finnish language (“delicatist food) appeared
completely obvious in another Community member ¢ourtaly.

At this point it seems evident from all that hageaid and put forward up to
this point that bare regulatory data, from whendsea the monopoly of the
exclusive right of utilization of a trademark cahsied as amtangible assetand
in particular of a community trademark, is coloulsdthe vitality of confronting
interests, corporate strategies, and continuadtyetbping situations; all of which
must by nature affect the interpretation and ermfiorent of that same regulatory
data.

Whosoever is called upon to interpret and enforcat tregulatory data,
whosoever has to make corporate choices, will iglois fact at their peril.

Edited by: ISTEI - Istituto di Economia d'Impresa
Universita degli Studi di Milano - Bicocca



