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*E.L. Rev. 178  The nature of the intellectual property cases confronting the Court of Justice is changing. It is now called upon to deal with Community IP legislation and to define the contents of IP rights. This creates problems for the expertise of the European judges, who may lack prior experience in this area of law. They are faced with complex technical questions and their pronouncements will have profound effects, due to the fact that countless business decisions depend on IP rights. Yet the everwidening variety of cases will hinder any process of learning-by-doing. National judges are also experiencing difficulties. They necessarily view Community legislation through the framework created by the assumptions underpinning their domestic system. Yet the EC rights may be based on entirely different principles. The Arsenal saga illustrates the problems that may plague the relationship between the Court of Justice and national courts. However, it is unlikely that the Court will often be found to have exceeded its jurisdiction under Art.234 EC. The distinction between interpretation and other aspects of judicial activity is a matter of language. As long as the Court of Justice drafts its judgments in abstract terms, it is not overstepping its jurisdiction, no matter how detailed its interpretation is. 

Introduction 

During the past decades, the Court of Justice has had to deal with essentially three types of cases involving intellectual property rights. First, there are cases where it is argued that the free movement of goods or services is restricted by an application of a national law enabling the exercise of an intellectual property right. Within this first category fall various sub-types, such as the exhaustion of rights,1 repackaging,2 and common origin cases.3 Secondly, there are cases where it is argued that an intellectual property licensing agreement violates Art.81 EC,4 which prohibits restrictive agreements affecting intra-Community trade. The third type is the cases where it is argued that an exercise of an intellectual property right either by a collective or an individual right owner constitutes an abuse of a dominant position contrary to Art.82 EC.5 

*E.L. Rev. 179  The Court is still regularly faced with these traditional cases, apart from those concerning the doctrine of common origin, which was laid to rest in the 1990s. In the recent years the repackaging cases have been particularly numerous.6 However, the main focus has fundamentally shifted. Today, it is the cases concerning the interpretation of the Community intellectual property legislation that create most work for the Court. There is no end in sight for this case law. So far most concern either the Trade Mark Directive,7 and come to the Court via the preliminary reference route of Art.234 EC, or the Trade Mark Regulation,8 and arrive as appeals to the decisions of the Court of First Instance, but in the future the relentless expansion of the Community intellectual property legislation is likely to increase the number and diversify the nature of the cases.9 

The new cases on Community intellectual property legislation differ from the classical problems in at least two ways. First, they do not concern generally worded provisions of the EC Treaty, but require an interpretation of detailed rules contained in directives and regulations.10 Secondly, they do not require the Court to strike a balance between free movement or competition and intellectual property; rather they concern the very content of the intellectual property rights themselves. Hence, they create new challenges for the Court of Justice, for the referring national courts, and for the relationship between the two.

The purpose of this article is to explore these difficulties with the cases on Community intellectual property legislation, using the recent Arsenal saga as an illustrative example. Three arguments will be presented. First, there is a danger that the issues now facing the Court of Justice will exceed its level of expertise. Secondly, attempts to confine the Court of Justice to a high level of abstraction, removed from the facts, renders a hard task impossible and runs counter to logic and law. Thirdly, the interpretation of European legislation creates problems also for national judges, whose perspectives are shaped by the concepts and principles underpinning their national intellectual property systems.

Arsenal in the High Court and the Court of Justice 

This section describes the judgment of the High Court of England and Wales in Arsenal given in April 2001,11 which referred two questions concerning the interpretation of the Trade Mark Directive to the Court of Justice. This is followed by an examination of the opinion of the Advocate General and the decision of the Court itself.12 Of particular interest for the theme of this article are the different views on the functions of trade marks *E.L. Rev. 180  in display, as well as the elements of the ruling of the Court of Justice that may go beyond interpretation.

Mr Reed had been selling Arsenal13 memorabilia in his stall since 1970. In particular, he had stocked items of clothing marked with various trade marks, such as the words “Arsenal” and “Gunners” and the crest and cannon devices, that were registered by Arsenal Plc, inter alia, for “articles of outer clothing and sports clothing”. Most of his products did not originate from Arsenal or its licensees and this was indicated in the stall with large signs. Arsenal wished to curtail unofficial sales of memorabilia and began legal proceedings against Mr Reed, arguing in particular that the activity amounted to an infringement of its trade marks. In this it relied on s.10(1) of the Trade Marks Act 1994, which corresponds to Art.5(1)(a) of the Trade Mark Directive. This provision entitles the trade mark proprietor to prevent third parties from using in the course of trade “any sign which is identical with the trade mark in relation to goods or services which are identical with those for which the trade mark is registered”.

At first sight, Arsenal seemed to have a strong case. The use was undoubtedly in the course of trade, and the marks and the products were identical. However, Mr Reed countered with an argument that an infringement only arises if the sign has been used as a trade mark for the relevant goods and that, in the present case, the words and devices were not used as trade marks but merely as badges of allegiance.

Laddie J. looked first at the present case and accepted in this respect the argument of Mr Reed, stating that “the Arsenal Signs on Mr Reed's products would be perceived as a badge of support, loyalty or affiliation … They would not be perceived as indicating trade origin.”14 He then turned to the wider issue of whether only trade mark use could infringe as a matter of principle. He cited conflicting decisions of English courts and expressed fears concerning the potential width of the monopoly a trade mark might create if non-trade mark use violated the law, also exposing a number of inconsistencies that would follow. Ultimately, he considered the law on this point unclear and referred two questions to the Court of Justice for a preliminary ruling, asking essentially whether a use which does not indicate trade origin, that is does not imply a connection in the course of trade between the goods and the trade mark proprietor, can infringe, and whether use as a badge of support could create such a connection.

In the Court of Justice, Arsenal and the Commission argued that Art.5(1)(a) of the Directive provides for absolute protection and that any use of the sign in the course of trade infringes, unless one of the exceptions in Art.6(1) (such as the use of the trader's own name or address) applies. Mr Reed repeated his argument that only use as an indication of the origin of goods infringes. Advocate General Ruiz-Jarabo Colomer steered a middle course, concluding that only trade mark use infringes. However, for the Advocate General the concept of “use as a trade mark” was a wide one and included uses of a sign which were “capable of giving a misleading indication as to … origin, provenance, quality or reputation” of goods.15 If the goods were acquired or used because they incorporated the trade mark, infringing use was established. Ultimately, what the *E.L. Rev. 181  proprietor was entitled to prevent was the exploitation of the mark by third parties for commercial purposes. While the Advocate General left it for the national court to decide whether there was an infringement on the facts, he clearly thought Arsenal should win the case.

The arguments of the Advocate General reflected his view of the function of trade marks. For him, the function is not limited to serving as an indication of trade origin, as consumers are in most cases unaware of the identity of the producer of goods that they use, but rather a trade mark “acquires a life of its own, making a statement … about quality, reputation and even, in certain cases, a way of seeing life”.16 According to the Advocate General, consumers may well acquire goods because they perceived the mark as an emblem of prestige,17 rather than because of its message about the trade origin, and the law needs to offer protection also for these other functions.

The Court of Justice took a different route, but arrived at the same destination. It began by reformulating in para.[42] of the judgment the questions asked by the High Court, stating that it was necessary to decide “whether Art.5(1)(a) of the Directive entitles the trade mark proprietor to prohibit any use by a third party … or whether that right of prohibition presupposes the existence of a specific interest of the proprietor as trade mark proprietor, in that use of the sign in question by a third party must affect or be liable to affect one of the functions of the mark”. It then proceeded to answer this question in three stages, employing the teleological method. It started by looking at the reasons for protecting trade marks, then established the legal consequences that flowed from these reasons, and finally turned to the circumstances of the present case.

The Court first noted that “trade mark rights constitute an essential element in the system of undistorted competition”18 and that they enable producers of high quality goods to attract repeat custom. It then proceeded to define the essential function of trade marks, which is “to guarantee the identity of origin of the marked goods or services to the consumer or end user by enabling him, without any possibility of confusion, to distinguish the goods or services from others which have another origin”.19 The Court argued that for a trade mark to fulfil its role, it needed to guarantee that all products bearing a certain mark have been manufactured and supplied under the control of a single undertaking bearing the responsibility for their quality. To safeguard this essential function, it was necessary, the Court said, to protect the trade mark owner “against competitors wishing to take unfair advantage of the status and reputation of the trade mark by selling products illegally bearing it”.20 

The statements of the Court concerning the reasons for trade mark protection did not contain anything surprising. Indeed, the Court was mostly repeating its earlier dicta from the free movement cases such as HAG II 21 and Hoffmann-La Roche. 22 At first sight it might appear striking that the Court defined the essential function of trade marks so much *E.L. Rev. 182  more narrowly than the Advocate General, who had argued that it was “[s]implistic reductionism to limit the function of the trade mark to an indication of trade origin”.23 However, on a closer reading it appears that the Court just saw the origin function as the most important of the various functions, not the only one, as shown by the numerous references to the trade mark “functions” in the plural the Court made in the judgment.24 

Next, the Court drew consequences from its discussion of the functions of trade marks. The legal protection was given “to enable the trade mark proprietor to protect his specific interest as a proprietor, that is, to ensure that the trade mark can fulfil its functions”.25 Therefore, the protection only covered those situations where the functions of trade marks, in particular the essential origin function, were threatened. Use of a trade mark that could not affect the owner's interests as the proprietor, such as use for purely descriptive purposes, was not prohibited. In effect, the Court adopted the second of the propositions it had presented in para.[42] of the judgment.

Finally, the Court turned to the case at hand. It noted that the Arsenal trade marks were used in the context of sales to consumers and not purely descriptively. It argued that, on the facts, the use of the signs created an impression that there was “a material link in the course of trade between the goods concerned and the trade mark proprietor”.26 According to the Court, the fact that Mr Reed displayed a notice on the stall advising customers that the products were not official Arsenal merchandise did not affect this conclusion. Even if such a notice could amount to a defence, post-sale consumers might interpret the Arsenal sign as indicating trade origin.27 Further, there was no guarantee that all the goods bearing the trade marks had been manufactured and supplied under the control of a single undertaking, and indeed on the facts Arsenal had not had such control. In these circumstances, the Court said, “the use of a sign which is identical to the trade mark in issue … is liable to jeopardise the guarantee of origin which constitutes the essential function of the mark”28 and it was immaterial that use of the sign was perceived as a badge of support. Accordingly, the Court answered the questions of the High Court by stating that in the case of use of an identical sign for identical goods in the course of trade, the trade mark proprietor was entitled, in circumstances such as those in the present case, to prevent that use.

Hercules Judges? 

The judgment in Arsenal was important for trade mark law. It clarified that trade marks can be used freely by third parties as long as the functions of trade marks are not endangered, rejecting the maximalist argument that all use in the course of trade not *E.L. Rev. 183  explicitly exempted amounts to an infringement.29 However, the most interesting point about Arsenal may not be the decision itself but the decision-maker. Ultimately, a generalist court settled an issue debated among specialists. This raises concerns about the expertise of the judges who are increasingly faced with making crucial decisions for the whole EU on a wide variety of highly technical areas of private law on which countless business decisions depend.

The crucial issue in Arsenal was whether non-trade mark use can infringe, which is “an important but essentially technical point of trade mark law”.30 The question had been the subject of debate among national intellectual property specialists. In England, it had been discussed judicially by Jacob J., Aldous L.J., and Laddie J., all experienced and learned intellectual property experts.31 In British Sugar 32 Jacob J. examined the issue extensively and came to the conclusion that s.10 of the Act, which corresponds to Art.5 of the Directive, applies regardless of whether the use in issue is trade mark use. In a later judgment in Philips v Remington 33 the same judge conceded that there were arguments for the opposing view, but did not have to decide the point. On appeal in Philips v Remington, 34 Aldous L.J. approved of the decision in British Sugar and argued that there is nothing in s.10 (Art.5) requiring an infringing use to be trade mark use and that “s.11(2) (Art.6) contains a comprehensive list of the exclusions that were thought appropriate. That being so, any use not falling within that list will infringe, whether or not it is trade mark use”.35 In Arsenal Laddie J. strongly criticised this view and, to avoid having to follow the judgment of the Court of Appeal, referred the question to the Court of Justice.36 Accordingly, in the end the debate among intellectual property specialists had to be settled by a non-specialist court consisting largely of public lawyers.37 It must be asked whether this is desirable.

It could be argued that even if the judges of the Court lack expertise in intellectual property matters when they enter the bench, they will rapidly develop it. Undoubtedly, there is now a sufficient number of trade mark cases in the Court to enable the judges to become familiar with the concepts, principles, and structures underpinning this particular branch of law. For example, between January 2001 and June 2003 the Court gave altogether 17 decisions concerning the Trade Mark Directive or the Trade Mark Regulation.

Indeed, by and large the decisions emerging from the Court have been relatively well received. It is true that the Silhouette 38 line of cases establishing that the Directive *E.L. Rev. 184  contained a rule of international non-exhaustion of trade mark rights has been subject to much criticism,39 but most commentators would probably agree that ultimately any blame has to be directed at the Community legislator, not the judges who had to follow the system set up in the Directive.40 It is also true that there seem to be certain inconsistencies in the case law on descriptiveness,41 with the Court taking in Baby-Dry 42 a more liberal approach towards descriptive signs than in Windsurfing Chiemsee. 43 However, it would be unfair to criticise the Court in overly harsh terms for this inconsistency. The Court's case law in this field is still in its infancy,44 and any judicial body developing a new concept is bound to experience some turbulence.

Nevertheless, it seems that a problem is developing. European Union law is now entering so many different fields that it is bound to overwhelm the capacity of the judges to learnby-doing. Developments in the field of intellectual property are perhaps the most visible sign of this trend, with the Court soon likely to face an increasing number of questions on various aspects of patent, copyright, and design law,45 but other examples abound.46 This means that the ultimate decisions for the entire EU on many technical but important points of private law may be made by judges with no particular experience on the area of law, and with insufficient opportunities for developing any expertise, due to the wide variety of cases facing them. Yet thousands of individual business decisions will be affected by these judgments. For example, had the Court in Arsenal taken a very narrow view of infringing use, any business strategy built on merchandising might have been compromised and licence holders who had already paid large sums for trade mark rights would have been placed in a difficult position. It seems that only Hercules Judges47 of superhuman qualities could deal with the task facing the judges of the Court. It may simply be impossible for mere mortals to be at the same time experts in banking law, company law, competition law, constitutional law, consumer law, customs law, employment law, environmental law, human rights law, immigration law, intellectual property law, private international law, public procurement law, social security law, tax law, and so on.48 

*E.L. Rev. 185  It could of course be argued that national supreme courts already face a similar task and seem to manage. However, national supreme courts have a number of advantages when compared with the Court of Justice. First, in many national systems there is more than one supreme court, each dealing with certain types of cases. In the EU legal system the Court of Justice is supreme for all issues. Secondly, many national supreme courts are able to select the cases they wish to hear. The Court of Justice does not have such luxury but is required to deal with every case properly brought to it. Finally, national supreme courts usually decide cases only after they have moved through lower courts. They have reasoned rulings to follow or to criticise, possibly with various options also present in concurring and dissenting judgments. By contrast, the Court of Justice may be the first instance to pronounce on a matter, for example if the lowest national court refers a question without taking a stand itself.49 

Fortunately, the EC Treaty now offers a way of dealing with the problem. Art.225(3) EC, inserted by the Treaty of Nice, allows the transfer of the preliminary rulings jurisdiction in specific areas to the Court of First Instance, subject to review by the Court of Justice in exceptional cases. This could allow intellectual property matters to be dealt with by specialist chambers thoroughly familiar with the area of law.50 

Transfer of preliminary rulings to the CFI would create problems. Ultimately, the main reason for Art.234 EC reference mechanism is to safeguard the uniformity of Community law.51 Uniformity is crucial for both private parties and Member States. The development of the internal market requires that companies and individuals can extend their activities to other Member States safe in the knowledge that their Community rights will be respected and that their business models will not be frustrated by idiosyncratic interpretations of those rights. The Member States will only be willing to consent to onerous obligations, such as an environmental directive imposing substantial costs on domestic undertakings, if they can rely on the other Member States being subject to the same obligations and not avoiding them through creative interpretation.52 A system where the preliminary rulings jurisdiction is divided between two courts seems inherently problematic for this uniformity of the law.53 Nevertheless, it may be that the expansion of Community law, in particular to highly technical areas of private law such as intellectual *E.L. Rev. 186  property, means that any costs in terms of lack of uniformity will be outweighed by gains in expertise and lighter caseload, to which intellectual property cases increasingly contribute.54 

Back in the High Court 

After the preliminary ruling of the Court of Justice, the case returned to the High Court. It seemed clear that Arsenal had won in Luxembourg and that the decision in London would be a formality.55 Events proved otherwise. Mr Reed argued that the Court of Justice had exceeded its jurisdiction and his argument was accepted by Laddie J. in the supplementary judgment in December 2002.56 

Mr Reed's argument was based on the wording of Art.234 EC. It provides that the “Court of Justice shall have jurisdiction to give preliminary rulings concerning … interpretation of acts of the institutions of the Community”. Mr Reed claimed that the Court had gone beyond interpretation and made findings of fact, which were inconsistent with those of the High Court. Accordingly, Mr Reed said, the Court of Justice had overstepped its jurisdiction and the national court was not bound by its findings.

Laddie J. began his judgment by examining a number of decisions of the Court of Justice establishing that it was for the referring national court to settle the facts of a case. He then noted that the reference procedure did not cater for resolving factual issues, that in the case at hand none of the evidence was put before the Court, and that the parties had not been invited to make submissions on findings of fact. After these preliminary remarks, he turned to the actual judgment of the Court of Justice.

Laddie J. argued that the crucially important finding of fact made by him was that the Arsenal signs on Mr Reed's products would not be perceived as indicating trade origin, but as badges of support. According to him, the Court of Justice had disagreed with this finding in particular in paras [56] and [57] of its judgment,57 where it had stated that: “[h]aving regard to the presentation of the word ‘Arsenal’ on the goods at issue … the use of that sign is such as to create the impression that there is a material link in the course of trade between the goods concerned and the trade mark proprietor” and that this “conclusion is not affected by the presence on Mr Reed's stall of the notice stating that the goods at issue in the main proceedings are not official Arsenal FC products … [T]here is a clear possibility in the present case that some consumers, in particular if they come across the goods after they have been sold by Mr Reed and taken away from the stall where the notice appears, may interpret the sign as designating Arsenal FC as *E.L. Rev. 187  the undertaking of origin of the goods.” To Laddie J. this represented a disagreement by the Court of Justice with the findings of fact by the High Court. The latter had found that the marks would not be perceived as indicating trade origin, while the Court of Justice found that some customers would see them as designations of origin. Accordingly, said Laddie J., the Court had overstepped its jurisdiction and he was not bound by its ruling.

Laddie J. then proceeded to apply the guidance of the Court of Justice on the law to the facts as he had found them. According to him, the Court had essentially held that where the use of a trade mark was not intended or perceived as a designation of origin, there could be no infringement. As he had found that the Arsenal signs on Mr Reed's products would not be seen as indicating trade origin, the conclusion was clear. There was no infringement. Mr Reed won.

Zeus Court? 

Were other national courts to adopt a similar approach as the High Court and start routinely questioning the jurisdiction of the Court of Justice in preliminary rulings proceedings,58 the consequences could be profound. Therefore, it is important to examine the respective roles of the national courts and the Court of Justice in these cases. In doing so, three points will be made. First, the division of labour between the courts is of fundamental constitutional significance. Secondly, an insistence that the Court of Justice operate on a high level of abstraction, removed from the facts, would be undesirable as a matter of policy and wrong as a matter of logic and law. Thirdly, the distinction between interpretation and other aspects of judicial activity is a matter of language.

The distinction between interpretation of Community law and other aspects of judicial activity that Art.234 EC draws59 is of fundamental importance both from the theoretical and practical point of view.60 Its constitutional significance for the Member States is reflected in Art.229A EC. According to this provision, the jurisdiction to settle disputes relating to Community industrial property rights may be conferred on the Court of Justice. However, any measure effecting such conferral must be adopted by the Member States in accordance with their respective constitutional traditions.61 This shows that the extension of the jurisdiction of the Court beyond interpretation to the actual decision-making in proceedings between private parties is not something that can be undertaken lightly, but requires a similar procedure as the extension of citizenship rights under Art.22 EC.

The distinction between interpretation and other aspects of judicial activity corresponds more generally to the roles of the Community institutions and Member States. Just as the *E.L. Rev. 188  judicial application “on the ground” is reserved for national courts, so the implementation and application of Community policies is normally a matter for the administrative authorities of the Member States.62 Law and policies may be settled at the Community level, but their effects on individuals are mediated through national bodies.

The limitation of the jurisdiction of the Court to interpretation also reflects the nature of its relationship with national courts. While in a federal appellate system the senior court may decide a case itself, in the Community system the Court of Justice only furnishes the national court with information allowing it to dispense with the case. Accordingly, both courts operate at the same level of the hierarchy. Neither is superior or inferior, they just perform different tasks.63 

Paradoxically, the division of competence between the Court of Justice and national courts serves to increase the effectiveness of Community law. It is well known that Member States sometimes ignore decisions against them in Art.226 EC infringement proceedings. Indeed, it was necessary to introduce in the Maastricht Treaty a special sanction mechanism in Art.228(2) EC, which allows the imposition of fines on a Member State that fails to comply with the Court's rulings. By contrast, no government in a liberal democracy governed by the rule of law is able to ignore the pronouncements of its own national courts. The fact that the final decision is made by a domestic rather than a European court enhances the power of the Community law.64 

The limitation of the preliminary rulings jurisdiction has important implications for the Court of Justice. It is made dependant on the co-operation of national courts. Were the national courts to ignore its pronouncements, it would be powerless. Accordingly, the Court cannot rule through coercion but must persuade national courts by argumentation. This makes the national courts the main interlocutors of the Court of Justice.65 If the Court's jurisprudence takes a wrong turn, it can be prodded to change course by the national courts. This has been seen in the context of the development of the Court's human rights jurisprudence, where it initially refused to consider human rights arguments, but was forced to change its approach in Stauder v Ulm 66 after a challenge by the German Constitutional Court.67 A similar development may be detected in the Court's competence jurisprudence,68 where the criticism expressed by the German Constitutional Court in Brunner 69 on the failure of the Court of Justice to police the borders of Community *E.L. Rev. 189  competences may have prompted the Court to place a greater emphasis on the principle of conferred powers in cases such as Opinion 2/94 70 and Tobacco Advertising. 71 This reliance by the Court of Justice on national courts may be desirable from the point of view of constitutional system of checks and balances. Were the Court ever to run wild, other institutions could potentially rein it in.72 

On a purely practical level, the limited jurisdiction helps the Court to survive its case load. If it had to make findings of fact and apply the law in Art.234 EC proceedings, it would be totally overwhelmed.73 Also, the procedure in preliminary references is not well suited for fact-finding.74 

Despite the importance of the distinction between interpretation and other aspects of judicial activity, it is not entirely clear how it should be drawn. One possibility would be to require the Court to operate on a high level of abstraction, removed from the facts of the case. This is to be rejected as a matter of policy, logic, and law. Instead, the distinction is ultimately a matter of language. If the Court is using abstract terminology, it is engaging in interpretation, no matter how detailed and factually aware that interpretation is.

As a matter of policy, the Court needs to be able to engage in very detailed interpretation if necessary. There are at least four reasons for this. First, as discussed above, Art.234 EC is based on cooperation between the referring national court and the Court of Justice.75 Sometimes the national court may need to obtain very detailed advice from the Court.76 A refusal to give such advice would mean that the national court would not receive a useful answer77 and would in all likelihood be discouraged from making future references, endangering the spirit of cooperation necessary to make the preliminary rulings system work.

Secondly, sometimes the Court needs to be able to give detailed answers to the questions posed in order to safeguard the uniformity of the Community law,78 which is the main purpose of the whole procedure. It may be impossible in practice for the Court to ensure that its general pronouncements on the law are understood in the same way all around Europe if it cannot illustrate the operation of the law.79 This was most clearly seen in the Sunday Trading saga where the Court in Torfaen 80 decided that the UK Sunday trading legislation fell within Art.28 EC but left it for national courts to decide whether it could *E.L. Rev. 190  be justified or whether its restrictive effects exceeded the effects intrinsic to such a rule. This resulted in conflicting decisions in the national courts and the matter had to be ultimately settled by a decision of the Court of Justice, pronouncing that the rules were justified and proportionate.81 

Thirdly, it is unrealistic to expect that any court can formulate abstract principles applicable in all cases in its very first judgment. Rather, courts normally need to make at least a few decisions “on the facts” before they can begin to establish general principles.82 Again, an example may be found in the case law on free movement of goods. In the 1980s and early 1990s the Court delivered a number of judgments on Art.28 EC, such as Blesgen 83 and Quietlynn, 84 where it found that certain national measures fell outside the provision, despite the fact that they seemed to be capable of hindering intra-Community trade as traditionally understood.85 After an intensive judicial86 and academic87 debate where the issues were thoroughly aired, the Court in 1993 in Keck 88 established more generally the outer limits of Art.28 EC. To expect the Court to formulate abstract general principles in the first case it encounters, is to expect a court with the abilities of Zeus, whose daughter Pallas Athena sprang fully formed from his head. Mere mortals, however, give birth to infants who slowly mature to adulthood. In the same fashion, the Court must have the opportunity to develop its case law on a gradual basis and cannot be required to come up immediately with fully formulated abstract answers.89 

Finally, there are no dissenting or concurring judgments in the Court. Any tensions among the judges must be contained within a single judgment. It can be expected that there may often be an agreement on the desired result, but disagreement on the abstract legal rule.90 Accordingly, allowing the Court to give very detailed interpretations simplifies its task of decision-making.

There are of course policy considerations pulling in the other direction as well. National judges will always have superior knowledge of the domestic legal and factual background of a dispute. They will also be better placed to appreciate the various national factors that may have an impact on the ubiquitous proportionality inquiry.91 One way of managing the *E.L. Rev. 191  case load of the Court is to give generalised answers to the questions posed by the national courts,92 which would have the feedback effect of encouraging the national courts to take their responsibilities as Community courts more seriously.93 Accordingly, as a matter of policy, the Court should strive to operate on a relatively high level of abstraction whenever possible,94 but it should not be prohibited from entering into very detailed interpretation if the situation warrants.

An insistence that interpretation requires the Court to operate on a high level of abstraction, removed from the facts, is also wrong as a matter of logic. On a close analysis, any judicial decision contains three parts: establishing the facts, establishing the law, and applying the law to the facts. The second part, establishing the law, includes the clarification of the content of a particular legal rule that might be applicable in a given case. This is interpretation. Essentially, the rule must be explained in a more detailed manner to see whether it has any relevance for a given factual situation.95 In theory, this could be done entirely in the abstract, and an infinitely long book detailing the infinite permutations of the rule could be written. In practice, a court cannot operate this way; it needs to focus on the issues that are relevant for the case at hand.96 On a practical level, therefore, there will be an interaction between the facts and the law. The interpretation will concentrate on the aspects of the legal rule that have a bearing on the case. Conversely, the fact finding will concentrate on those facts that have relevance in the light of the rule. The court will select of the infinite number of facts that any case involves those that are legally relevant.97 After the court has established the facts and arrived at a detailed explanation of the law, it then applies this law to the facts. This involves examining whether the established facts and the established law match, and then pronouncing on the consequences that follow.

If the previous analysis is correct, the level of detail involved in the establishment of the law is irrelevant for its character as interpretation. Rather, the crucial issue is whether the language used is abstract or concrete. As long as the court is discussing in terms of abstract categories, it is merely giving a more detailed interpretation to the rule. Only when the court begins to refer explicitly to the concrete facts in issue, it has moved beyond the realm of interpretation.

An example may illustrate the discussion. Assume that the Commission is bringing infringement proceedings against, say, a French law providing that all shops must close at 10pm in the evening. The potentially relevant rule is obviously Art.28 EC, which prohibits quantitative restrictions on imports and measures having equivalent effect. After establishing the fact that there indeed is such a French law, the Court must explain in more detail *E.L. Rev. 192  the meaning of Art.28 EC. It could begin at a low level of detail and state that only those measures that prevent market access or discriminate against products from other Member States fall within the rules on free movement of goods. It could then move to a higher level of detail and say that product rules automatically prevent market access or discriminate and that rules concerning selling arrangements only do so if they have a discriminatory impact. Despite the more detailed level, this is still interpretation: an explanation of the meaning of the law using abstract terms. The Court could then move to an even higher level of detail and argue that a hypothetical measure which prohibits the shops staying open beyond 10pm would amount to rule concerning selling arrangements, and still be only interpreting the law.98 Only when the Court explicitly refers to the actual French law and begins to examine whether it in actual practice has a disparate impact, it is moving beyond the stage of interpretation. The decisive issue is not the level of detail, but rather the language used. As long as the Court is speaking in terms of abstract categories, it is interpreting the law. Facts naturally direct the efforts of the Court; for instance, it would not in this case discuss whether Art.28 EC could be interpreted as binding also non-state actors, no matter how interesting that legal issue may be, as it would have no bearing on the case. Conversely, when establishing the facts the Court would not be interested to know on what day of the week the law was originally adopted, as that fact would be of no consequence for the application of Art.28 EC.

The logic of separation of powers points at the same direction. Legislatures adopt generally applicable abstract rules. Courts normally operate with reference to particular factual settings. To require the Court of Justice to operate in the abstract would force it beyond the ordinary judicial role.99 

As a matter of law, the Court100 has understood its jurisdiction to interpret Community law as meaning that it cannot “rule on the compatibility of a national law with Community law” but that “it does have jurisdiction to provide the national court with all the elements of interpretation under Community law to enable it to assess that compatibility for the purpose of deciding the case before it”.101 In other words, it cannot pronounce that the particular national law in issue is invalid, but it can declare that a provision of Community law precludes the application of a Member State law which possesses certain specific characteristics, even if this leaves no discretion whatsoever for the referring national court.102 In practice, if the question referred by the national court has been drafted in the terms of whether a specific rule contravenes Community law, the Court will redraft it as *E.L. Rev. 193  a question of whether Community law precludes a rule that has the characteristics of that specific rule.103 

Consequently, the mistake the Court of Justice made in Arsenal was to use language that referred to the actual facts of the case.104 Had it simply drafted its judgment in more general terms, for example stating that “presentation of a trade mark in items of clothing by a nonproprietor is liable to affect the functions of trade marks” and that “a notice displayed at the point of sale stating that products are not official does not affect that conclusion, as the reaction of post-sale consumers may affect the trade mark functions”, it could not have been criticised for overstepping its jurisdiction. Therefore, the main effect of the High Court's decision may be to force the Court of Justice to use less straightforward language, to the detriment of readability but without any substantive implications.105 

Arsenal in the Court of Appeal 

Arsenal appealed the judgment of the High Court. The Court of Appeal made its decision in May 2003.106 The leading speech was given by Aldous L.J., with Clarke and Jonathan Parker LL.J. agreeing. On this final round of litigation, Arsenal proved victorious.

Aldous L.J. began his judgment with a careful analysis of the decisions of the Court of Justice and the High Court. He agreed with Laddie J. that the Court of Justice had made conclusions of fact in paras [56] and [57], where it had ruled that the use in question did create an impression of a material link between the goods and the mark owner and that the notice on the stall was irrelevant. Consequently, Aldous L.J. said those conclusions were not binding. However, on a close analysis they were not inconsistent with the findings of the High Court, which had solely concentrated on the effect of the signs on Mr Reed's customers and had ignored post-sale consumers, who might know nothing about Mr Reed.

Ultimately, according to Aldous L.J., Laddie J. had misinterpreted the judgment of the Court of Justice. Its basis was not that Mr Reed's use would be perceived by some as designating the origin of goods. Rather, the key issue was whether the property right given by trade mark registration is likely to be affected by the actions of a third party. That occurs when the use is liable to jeopardise the guarantee of origin which is the essential function of trade marks. In the case at hand the guarantee of origin was compromised. The trade marks, when affixed to items of clothing, were purchased and worn as badges of support, but this wide use made it less likely that the marks could fulfil their function. As a result of Mr Reed's actions, goods bearing the marks but not coming from Arsenal were *E.L. Rev. 194  in circulation. This affected the ability of the trade marks to guarantee the origin of goods. Accordingly, Aldous L.J. concluded that the result reached by the Court of Justice was inevitable once it had clarified that the key issue was whether the guarantee of origin was jeopardised, not whether the use was trade mark use. Consequently, the High Court should have followed the ruling and decided for Arsenal. The appeal was allowed and judgment given for Arsenal, with permission to appeal to the House of Lords refused.107 

Cyclops? 

The most interesting question remaining is why did Laddie J., an experienced intellectual property judge with a long list of well-argued judgments and fascinating publications, get it wrong? Why did he fail to see that the use by Mr Reed could undermine the functions of trade marks and why did he misunderstand the judgment of the Court of Justice as meaning that only trade mark use, that is use indicating the trade origin of goods, could infringe?

Ultimately it may be that Laddie J. and the Court had very different views on the whole purpose of trade mark law.108 According to the Court, trade marks have more than one function, and the essential origin function is to be interpreted broadly. Use liable to affect this function for example by undermining the distinctive character of the mark through generalised use109 can be prohibited.110 By contrast, Laddie J. seems to adhere to the view that the only reason for protecting trade marks is that they serve to indicate the commercial origin of goods, narrowly understood.111 Since Mr Reed's customers had not been deceived, the function of the trade marks had not been compromised, and the use in question should not be prohibited. In this he seems to exemplify the attitudes of some English trade mark lawyers, who have a narrow view of the function of trade marks.112 

It is unclear why, as a matter of empirical reality, part of the English trade mark profession is wedded to the narrow view. One explanation might be that trade marks were originally protected under the common law tort of passing off and the protection was only later codified. Classically, the action for passing off has focused on issues such as whether there was representation that the goods of the defendant were the goods of the plaintiff and *E.L. Rev. 195  whether consumers were confused or deceived.113 This narrow focus may have spilled over to the realm of registered trade marks.114 Another explanation might be the strong and deep-seated (and healthy) suspicion of monopolies that has sometimes surfaced in the English debates concerning the extent of intellectual property protection.115 

Whatever the reason for the narrow conception, it renders it very difficult for some English trade mark lawyers to appreciate that the European trade mark law is based on a wider approach. Like Cyclops, they hold to a single perspective and can only see trade marks from the point of view of the fundamental assumptions, values, principles, and concepts underlying their own legal system.116 This is not a criticism.117 Rather, it is an unavoidable fact long recognised in the philosophy of science, where the myth of an objective observer unaffected by his theoretical framework has been brought into question.118 Just as a Marxist social scientist is likely to see various social phenomena in terms of class struggle, a national lawyer is bound to see the law, even if of European origin, through the framework created by his own legal system.119 

There is plenty of evidence of the difficulties English trade mark lawyers have had with the aspects of the European system that go beyond the narrowly understood origin function. For example, there was a reluctance to accept that s.10(3) of the Act, which corresponds to Art.5(2) of the Directive, could be infringed in the absence of confusion.120 This provision offers additional protection to trade marks with reputation if a similar sign has been used in a manner that takes unfair advantage of, or is detrimental to, the distinctive character or repute of the mark. To an adherent of a narrow view of trade mark functions, there is no need to give protection if there is no confusion as to where the goods *E.L. Rev. 196  originate from. Accordingly, confusion must be a necessary element for a violation of the provision to be found, a view refuted by the Court of Justice.121 

Another example was the fierce resistance to the doctrine of international non-exhaustion of trade marks. According to the narrow view, if the goods sold under a trade mark are genuine, the origin function is not compromised regardless of whether the goods have been imported from outside the European Union.122 Again the view was refuted by the Court, which established that a trade mark proprietor can rely on his mark to stop imports from third countries.123 This time there was an attempt by Laddie J. to get around the doctrine using the devise of implied consent,124 but the Court firmly prevented any such attempts at introducing international exhaustion by the backdoor by imposing stringent conditions on when consent to importation can be implied.125 

This means that intellectual property cases do not create problems only for the Court of Justice but also for the national courts, which by necessity view Community legislation from the perspective of their own national system. They may not be able or willing to interpret correctly legislation that rests on fundamentally different assumptions to the old national rules.126 This may well lead to instances of accidental or deliberate incomprehension, such as in Arsenal. 127 

Conclusion 

The nature of the intellectual property cases that come before the Court of Justice has changed during the last few years. Not only is the Court required to rule on the interaction between the EC Treaty and national intellectual property laws, it now also needs to interpret Community intellectual property legislation, establishing the very content of the rights. This creates problems for the Court. It needs to deal with inherently complex and technical areas of law where its members may have little expertise. Yet its pronouncements have massive effects, not least because a large number of economic transactions and business decisions rely on intellectual property rights. So far this challenge has been most visible in the area of trade marks, but it is likely that similar developments will also occur in other fields. Further, the advance of European integration in other technical and complex areas of private law, such as company law, is likely to exacerbate the problem, *E.L. Rev. 197  as the wide variety of cases will hinder any process of learning-by-doing. It may be that we are beginning to demand too much of the judges of the Court of Justice and that the option of transferring references to specialist chambers in the Court of First Instance may need to be exercised, not only to ease the case load of the Court but also to ensure the necessary expertise in the judicial process, despite the problems that this may create for the unity of Community law.

The interpretation of Community intellectual property legislation has also created difficulties for national judges. They necessarily view harmonised laws from the perspective created by the principles and concepts underpinning their own national systems, and yet the Community legislation may be based on fundamentally different assumptions. This challenge facing national judges is illustrated by the difficulties that the English intellectual property lawyers have had with the Trade Mark Directive, which does not seem to be based on a narrowly construed origin function.

The Arsenal saga illustrates how the Art.234 EC preliminary ruling procedure can be used by lower national courts to assert their independence from superior courts,128 but it also contains an unusual example of a lower national court rebelling against the Court of Justice. The High Court referred questions to the Court of Justice to avoid having to follow an earlier ruling of the Court of Appeal, but was not satisfied with the answer and evaded it by arguing that the Court of Justice had overstepped its jurisdiction and gone beyond interpretation of Community law.129 This may perhaps reflect a more general tendency among national courts to challenge the authority of the Court of Justice, which has previously been mainly seen in certain judgments of national supreme courts.130 However, it is unlikely that the technique used by Laddie J. can be employed often. The distinction between interpretation and other aspects of judicial activity is a matter of language, and as long as the Court of Justice remembers to couch its rulings in sufficiently abstract terminology, it will not expose itself to the charge that it has exceeded its jurisdiction, even if its interpretation is very detailed and factually aware.

Senior Lecturer, University of Wales Swansea. This paper was first presented in Särkänlinna IV Seminar of the Anglo-Finnish European Law Trust on June 7, 2003. I wish to thank Mads Andenas, Kelyn Bacon, and Paul Todd for helpful comments.
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