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TRADEMARK LAW

No discrimination based on nationality

e National court should ascertain whether proprie-
tor_excercises rights with same strictness, whatever
the national origin of any possible infringer

It is for the court of first instance, after considering the
similarity of the products and the risk of confusion, to
enquire further in the context of this last provision
whether the exercise in a particular case of industrial
and commercial property rights may or may not consti-
tute a means of arbitrary discrimination or a disguised
restriction on trade between member states . It is for the
national court in this respect to ascertain in particular
whether the rights in question are in fact exercised by
the proprietor with the same strictness whatever the na-
tional origin of any possible infringer.

Restriction on import — economic independence

e Import of products of an undertaking in another
member state can be prohibited by virtue of a right
to a trademark and a right to a commercial name,
provided that there are no agreements restricting
competition and no legal or economic ties between
the undertakings exist

Article 36 in fact admits exceptions to the free move-
ment of goods only to the extent to which such
exceptions are justified for the purpose of safeguarding
rights which constitute the specific subject-matter of
that property . (...) it follows from the above that the
proprietor of an in-dustrial or commercial property
right protected by the law of a member state cannot rely
on that law to prevent the importation of a product
which has lawfully been marketed in another member
state by the proprietor himself or with his consent .
Even where the rights in question belong to different
proprietors the protection given to industrial and com-
mercial property by national law may not be relied on
when the exercise of those rights is the purpose , the
means or the result of an agreement prohibited by the
treaty . In all these cases the effect of invoking the terri-
torial nature of national laws protecting industrial and
commercial property is to legitimize the insulation of
national markets without this partitioning within the
common market being justified by the protection of a
legitimate interest on the part of the proprietor of the
trade-mark or business name .

On the other hand in the present state of community
law an industrial or commercial property right legally
acquired in a member state may legally be used to pre-
vent under the first sentence of article 36 of the treaty
the import of products marketed under a name giving
rise to confusion where the rights in question have been
acquired by different and independent proprietors under
different national laws . If in such a case the principle
of the free movement of goods were to prevail over the
protection given by the respective national laws , the
specific objective of industrial and commercial prop-

erty rights would be undermined. In the particular
situation the requirements of the free movement of
goods and the safeguarding of industrial and commer-
cial property rights must be so reconciled that protec-
tion is ensured for the legitimate use of the rights
conferred by national laws , coming within the prohibi-
tions on imports ' justified ' within the meaning of arti-
cle 36 of the treaty , but denied on the other hand in
respect of any improper exercise of the same rights of
such a nature as to maintain or effect artificial parti-
tions within the common market .

It is appropriate therefore to reply to the question re-
ferred to the court that it is compatible with the provi-
sions of the eec treaty relating to the free movement of
goods for an undertaking established in a member state,
by virtue of a right to a trademark and a right to a
commercial name which are protected by the legisla-
tion of that state, to prevent the importation of products
of an undertaking established in another member state
and bearing by virtue of the legislation of that state a
name giving rise to confusion with the trade-mark and
commercial name of the first undertak-ing , provided
that there are no agreements restricting competition and
no legal or economic ties between the undertakings and
that their respective rights have arisen independently of
one another.
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IN CASE 119/75

Reference to the court under article 177 of the EEC
treaty by the Bundesgerichtshof ( federal court of jus-
tice ) for a preliminary ruling in the action pending
before that court between

Terrapin (overseas) Itd ., of Bletchley , Buckingham-
shire ( England )

and

Terranova industrie ¢ . a . Kapferer & co ., of Freihung,
Oberpfalz ( federal republic of Germany ),

Subject of the case

On the interpretation of the provisions of the eec treaty
on the free movement of goods and in particular arti-
cles 30 and 36 thereof with regard to trade-mark law ,
Grounds

1 By order dated 31 october 1975, received at the court
registry on the following 5 december, the Bundes-
gerichtshof referred to the court for a preliminary ruling
under article 177 of the treaty the following question on
the relation between the provisions of the treaty on the
free movement of goods and the protection given by
national laws to the right to a trade-mark and to a
commercial name :

'Is it compatible with the provisions relating to the free
movement of goods (articles 30 and 36 of the eec
treaty) that an undertaking established in member state
a , by using its commercial hame and trade-mark rights
existing there, should prevent the import of similar
goods of an undertaking established in member state b
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if these goods have been lawfully given a distinguish-
ing name which may be confused with the commercial
name and trade-mark which are protected in state a for
the undertaking established there , if there are no rela-
tions between the two undertakings , if their national
trade-mark rights arose autonomously and independ-
ently of one another ( no common origin ) and at the
present time there exist no economic or legal relations
of any kind other than those appertaining to trade-
marks between the undertakings? '

2 it appears from the order of reference that the plaintiff
in the main action , the respondent to the appeal , is the
proprietor in the federal republic of germany of the
trade-marks 'terra ', ' terra fabrikate ' and ' terranova ',
registered at the german patents office , the last of these
names being simultaneously used as a commercial
name . The plaintiff manufactures and markets finished
plaster for facades and other construction materials un-
der these names . The defendant in the main action and
appellant in the appeal is an english company specializ-
ing in the production of prefabricated houses and
components for the construction of such houses which
it sells under the name ' terrapin ', which is at the same
time the defendant ' s commercial name . The defendant
applied to the german patents office to register the
trade-mark ' terrapin ', but terranova lodged an opposi-
tion and by order of the bundespatentgericht of 3
february 1967 registration was refused on the ground of
the risk of confusion with the trade-marks ' terra ' and '
terranova ' . Subsequently terranova brought an action
before the landgericht munchen to prohibit the defen-
dant from using the name ' terrapin ' on its products .
This action was dismissed by judgment dated 27 no-
vember 1972 , since the landgericht considered that the
names in question did not cause any real risk of confu-
sion . Terranova brought an appeal before the
bayrisches oberlandesgericht , munich , which reversed
the judgment of the landgericht and by judgment dated
27 september 1973 held that there was a risk of confu-
sion and as a result prohibited the defendant from using
the name ' terrapin ' and declared that in principle the
defendant was bound to make good any damage caused
to the plaintiff by the use of the name in question . Ter-
rapin brought an appeal against this judgment before
the bundesgerichtshof .

3 the bundesgerichtshof considers that the first appel-
late court rightly found similarity between the products
of the two parties and risk of confusion between the
names in question with the result that according to
german law the judgment of the appellate court and the
injunction which it issued against terrapin must be con-
firmed .

4 although this finding has been questioned during the
oral procedure the court does not have to rule on this
point since no question has been put to it with regard to
the matter . It is right however to stress that the answer
given below does not prejudge the question whether an
allegation by one undertaking as to the similarity of
products originating in different member states and the
risk of confusion of trade-marks or commercial names
legally protected in these states may perhaps involve

the application of community law with regard in par-
ticular to the second sentence of article 36 of the treaty.
It is for the court of first instance , after considering the
similarity of the products and the risk of confusion , to
enquire further in the context of this last provision
whether the exercise in a particular case of industrial
and commercial property rights may or may not consti-
tute a means of arbitrary discrimination or a disguised
restriction on trade between member states . It is for the
national court in this respect to ascertain in particular
whether the rights in question are in fact exercised by
the proprietor with the same strictness whatever the na-
tional origin of any possible infringer .

5 as a result of the provisions in the treaty relating to
the free movement of goods and in particular of article
30 , quantitative restrictions on imports and all meas-
ures having equivalent effect are prohibited between
member states . By article 36 these provisions never-
theless do not preclude prohibitions or restrictions on
imports justified on grounds of the protection of indus-
trial or commercial property . However , it is clear from
that same article , in particular the second sentence , as
well as from the context , that whilst the treaty does not
affect the existence of rights recognized by the legisla-
tion of a member state in matters of industrial and
commercial property , yet the exercise of those rights
may nevertheless , depending on the circumstances , be
restricted by the prohibitions in the treaty . Inasmuch as
it provides an exception to one of the fundamental
principles of the common market , article 36 in fact
admits exceptions to the free movment of goods only to
the extent to which such exceptions are justified for the
purpose of safeguarding rights which constitute the
specific subject-matter of that property .

6 it follows from the above that the proprietor of an in-
dustrial or commercial property right protected by the
law of a member state cannot rely on that law to pre-
vent the importation of a product which has lawfully
been marketed in another member state by the proprie-
tor himself or with his consent . It is the same when the
right relied on is the result of the subdivision , either by
voluntary act or as a result of public constraint , of a
trade-mark right which originally belonged to one and
the same proprietor . In these cases the basic function
of the trade-mark to guarantee to consumers that the
product has the same origin is already undermined by
the subdivision of the original right . Even where the
rights in question belong to different proprietors the
protection given to industrial and commercial property
by national law may not be relied on when the exercise
of those rights is the purpose , the means or the result
of an agreement prohibited by the treaty . In all these
cases the effect of invoking the territorial nature of na-
tional laws protecting industrial and commercial
property is to legitimize the insulation of national mar-
kets without this partitioning within the common
market being justified by the protection of a legitimate
interest on the part of the proprietor of the trade-mark
or business name .

7 on the other hand in the present state of community
law an industrial or commercial property right legally
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acquired in a member state may legally be used to pre-
vent under the first sentence of article 36 of the treaty
the import of products marketed under a name giving
rise to confusion where the rights in question have been
acquired by different and independent proprietors under
different national laws . If in such a case the principle
of the free movement of goods were to prevail over the
protection given by the respective national laws , the
specific objective of industrial and commercial prop-
erty rights would be undermined. In the particular
situation the requirements of the free movement of
goods and the safeguarding of industrial and commer-
cial property rights must be so reconciled that
protection is ensured for the legitimate use of the rights
conferred by national laws , coming within the prohibi-
tions on imports ' justified ' within the meaning of
article 36 of the treaty , but denied on the other hand in
respect of any improper exercise of the same rights of
such a nature as to maintain or effect artificial parti-
tions within the common market .

8 it is appropriate therefore to reply to the question re-
ferred to the court that it is compatible with the
provisions of the eec treaty relating to the free move-
ment of goods for an undertaking established in a
member state, by virtue of a right to a trademark and a
right to a commercial name which are protected by the
legislation of that state, to prevent the importation of
products of an undertaking established in another
member state and bearing by virtue of the legislation of
that state a name giving rise to confusion with the
trade-mark and commercial name of the first undertak-
ing , provided that there are no agreements restricting
competition and no legal or economic ties between the
undertakings and that their respective rights have arisen
independently of one another .

Decision on costs

Costs

9 the costs incurred by the government of the kingdom
of belgium , the government of the kingdom of den-
mark , the government of the federal republic of
germany , the government of the french republic , the
government of ireland , the government of the kingdom
of the netherlands , the government of the united king-
dom and by the commission of the european
communities , which have submitted observations to
the court , are not recoverable , and as these proceed-
ings are , in so far as the parties to the main action are
concerned , a step in the action pending before the
bundesgerichtshof , costs are a matter for that court .
Operative part

On those grounds ,

The court

In answer to the questions referred to it by the bundes-
gerichtshof by order of that court dated 31 october
1975, hereby rules :

It is compatible with the provisions of the eec treaty
relating to the free movement of goods for an undertak-
ing established in a member state , by virtue of a right
to a trade-mark and a right to a commercial name
which are protected by the legislation of that state , to
prevent the importation of products of an undertaking

established in another member state and bearing by vir-
tue of the legislation of that state a name giving rise to
confusion with the trade-mark and commercial name of
the first undertaking , provided that there are no agree-
ments restricting competition and no legal or economic
ties between the undertakings and that their respective
rights have arisen independently of one another.
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