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Industrial Property and the EEC Treaty

Noted professor takes controversial
view of Court’s decisions

BY DR. F. A, MANN*

{Reprinted by permission of the British Institute of Interna-
tional and Comparative Law, and first appeared in Vol. 24,
1975, The International and Comparative Law Quar-
terly, at pp. 31-43)

When in 1957 the Six concluded the Treaty of Rome, it
would have been open to them to incorporate its terms
into a relatively small number of very general clauscs,
Thus they could have stated that from a certain date there
shall exist in the countries ot the Six a single or Common
Market and that, accordingly, all laws impeding the free
and unrestricted exportation, importation or transporta-
tion ot goods within the Six shall be abolished. Nothing of
the kind in fact happened. Elaborate provisions were
made to define the scope of the Common Market. Some 75
Articles deal with the four headings included in Part [ of
the Treaty, viz. frec movement of goods, agriculture, free
movement of persons, services and capital, and transport,
[n particular the first Title, free movement of goods, is
sub-divided into two chapters, the customs union and “the
climination of quantitative restrictions as between Mem-
ber States,” the latter comprising Articles 30 to 37, There
is, for instance, no question of the High Contracting Par-
tics having confined themselves to the simple abolition of
all quantitative restrictions. Rather does Article 3 state
that “the activities of the Community shall include, under
the conditions . .. envisaged in this Treaty . .. the elimina-
tion, as between Member States of quantitative
restrictions in regard to the import and export of goods, as
well as of all other measures having equivalent eftect.”
And Article 30 lays down the rule: “Quantitative restric-
tions on imports and all measures having cquivalent eftect
shall, without prejudice to the following provisions, be
prohibited as between Member States.”

The (rclative) devotion to detail will be well under-
stood. Short general clauses would have put the Treaty on
a par with the language and technique of Constitutions. It
would have been left to the courts and, in particular, the
European Court of Justice, to develop the law and legal
institutions within the constitutional tframework. As the
constitutional history of the United States of America has
taught us, such a process is possible against the back-
ground of a political, albeit federal, union, though we are
all aware of the great tensions and the bitter debates which
the unifying policy of the Supreme Court of the United
States produced and which was so often said to involve a
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violation of the sovereignty ot the States. In the case of the
Treaty of Rome, which operates independently of any
degree of political unification and which is strictly limited
to the specitic matters regulated by it, the interpreting
authoritics, in particular the courts, must nceessarily
adhere much more closely to the letter of the Treaty. This
is not to say that its spirit and purpose must not be allowed
to pervade the process of interpretation. But the continu-
ing political disunity and the continuing and very far-
reaching, though in a few respects limited, sovereignty of
member States demand much caution on the part of the in-
terpreting authority, in fact that caution which interna-
tional tribunals have traditionally observed when measur-
ing treaty obligations.

Basic Considerations

One has to remember these basic considerations (the ac-
curacy ot which is unlikely to be gamnsaid) if one attempts
to assess the status of industrial property and, in partic-
ular, trademarks under the Treaty of Rome.! There is
much to be said for the view that Articles 3 and 30 leave
trademarks wholly unaffected. Trademark law, even in so
far as it grants the right to restrain the importation of in-
fringing goods, cannot fairly be described as a “quantita-
tive restriction”™ or as a measurc “having equivalent
effect.” It may be contidently asserted that the framers of
Article 30 were not wholly unaware of Article X1 of the
General Agreement on Tariffs and Trade (GATT) which
had been adopted in 1947, It reads as tollows:

No prohibitions or restrictions other than duties, taxes or
other charges, whether made effective through quotas,
import or export licenses or other measures, shall be in-
stituted or maintained by any contracting party on the in-
pertation ot any product of the territory of any other con-
tracting party or on the exportation or sale for ¢xport of
any product destined for the territory ot any other con-
tracting party.

In both cases the legislator was thinking of measures
which are general in character and restrict the whole of
the trade, cither generally or in respect of certain goods,
as between one country and another.2 According to its
natural meaning, which has become current at lcast since
1947, the cxpression “quantitative restrictions or similar
measures” is napt to include the specific right of in-
dividual traders to exercise their trademark rights by
restraining the importation of specitic goods, whether that
right be derived from industrial property rights, contract,
or any other source.

Nevertheless the legislators were by no means confident
that the interpreting authority would reach results which
to many may seem obvious. On the contrary, whether for
the avoidance of doubt or as real exceptions, they estab-
lished a list of matters which were not to be caught by the
elimination ot quantitative restrictions or similar mea-
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sures. Thus, the second paragraph of Articic X1 of the
Genceral Agreement on Taritfs and Trade states that the
above-quoted general provision shall not apply to certain
kinds of import restrictions and Article XX lists general
exceptions. In so far as material in the present context it
reads as follows:
Subject to the requirement that such measures are not ap-
plied in a manner which would constitute a means of ar-
bitrary or unjustitiable discrimination between countries
where the same conditions prevail or a disguised restric-
tion in international trade, nothing in this Agreement
shall be construed te prevent the adoption or enforce-
ment by a contracting party of measures ...

(d) necessary to secure compliance with laws or regula-
tions which are not inconsistent with the provisions of this
Agreement, including those relating to customs enforce-
ment, the enforcement of monopolics operated under
paragraph 4 of Article [1 and Article XVII, the protec-
tion of patents, trademarks and copyrights, and the pre-
vention of deceptive practices; ...

It is very much in the same spirit and in very similar
terms that Article 36 of the Treaty of Rome, one of "the
following provisions™ to which Article 3( is subject, lays
down this rule:

The provisions of Articles 30 to 34 inclusive shall not
preclude prohibitions or restrictions on imports, exports
or goods in transit justified on the grounds of public
morality; public policy (ordre public); public security; the
protection of health and life of humans, animals or plants;
the protection of national treasures possessing artistic,
historic or archacological value; or the protection of in-
dustrial and commercial property {propricté industrielle).
Provided always that such prohibitions or restrictions
shall not be used as a means of arbitrary discrimination
nor as a disguised restriction on trade between Member
States.

On a fair reading of this text it cannot be open to doubt
that it is intended, inter alig, to clarify a consequence that
has been described as obvious, namely the impassibility of
bringing trademark rights within the scope of quantitative
restrictions or similar measures. The clarification,
however, is welcome. Not is its force in any way
diminished by the proviso in the last sentence. This is not
directed to the heading of industrial and commercial
property mentioned in the preceding sentence. It is apt to
apply to all other categorics. Thus, to takce a single exam-
ple, public policy must not be invoked to justity
unreasonable incqualities between imports from one
Member State as compared with those from another. Nor
can public policy justify a statutory measure the real pur-
pose of which is the prevention of certain imports: if a
State grows too many potatoes it cannot prevent the im-
portation of potatoes from a member State by alleging a
danger of plant infection. No such situations can arise in
the case ot industrial property in general or trademarks in
particular. The existence of trademarks or the cxercise of
rights attached to them cannot in European legal systems
ever involve arbitrary discrimination, though in theory it
is conceivable that a State could frame its trademark laws
in so unusual a way that they would, for instance, permit
infringing imports from certain, but not from all Member
States. And although legislative quirks producing dis-
guised restrictions on trade between member States can
perhaps be imagined, the traditional right of protection
granted by European trademark laws docs not ever con-
stitute a ““disguised restriction on trade between member

States.” If it is a restriction on trade at all, it is an un-
disguised one. Its very purpose is the prevention of a cer-
tain type of trade, usually dishonest trade.? 1t is, however,
not a restriction on trade within the meaning of the
Treaty. The right conterred upon the owner of a trade-
mark by the well-known trademark legislation is specific.
It is a particular emanation of legislation of an entircly
general character. [t is not a quantitative restriction “on
imports” or a measure having equivalent ctfect. The
unchallengeable existence of industrial property rights, as
well as the owner’s unchallengeable entitlement to exer-
cise those rights, arc put beyond any doubt by Article 222:
“This Treaty shall in no way prejudice existing systems
and incidents of ownership (propri¢té).”+ The importance
of this provision to which it will be necessary to revertisin
no way diminished by the fact that the Court has invari-
ably ignored it.

Self-Evident Truths

It would not have been necessary to devote so many
words to what most readers are likely to regard as self-evi-
dent truths had not the European Court of Justice adopted
a very ditterent view. In the case of Deutsche Grammophon
GmbH (D.G.G.) v. Metro SB Grossmarkte & Co. K.G.>
(Metro) the facts were shortly as follows: DGG sold gra-
mophone records which it had produced and the
copyright in which it owned to a wholly-owned subsidiary
in France. Metro bought such records from a German
wholesaler who had obtained them trom the Strasbourg
branch of the French company. DGG alleged that by vir-
tue of its copyright it had the exclusive right of distribu-
tion in Germany and therefore claimed an injunction
against Metro, On a reference under Article 177 the Euro-
pean Court of Justice decided in 1971 that it followed
from Article 36 ¢

that, although the Treaty does not affect the existence of

the industrial property rights conferred by the national
legislation of « Member State, the exercise of these rights
may come within the prohibitions of the Treaty. Although
Article 36 permits prohibitions or restrictions on the {ree
movement of goods that are justitied for the protection of
industrial and commercial property, it only allows such
restrictions on the freedom of trade to the extent that they
are justified for the protection of rights that tform the
specitic object of this property.

The Court continued that if DGG were to obtain an in-
junction “such a prohibition maintaining the isolation of
the national markers contlicts with the essential aim ot the
Treaty, the integration of the national markets into one
uniform market.” By its concluding words, however, the
Court seemed to be confining itself to cases in which the
owner of the copyright claimed to prevent the distribution
of “products that had been sold by him himself or with his
consent in another Member State.”7 There was, accord-
ingly, room for the impression that the decision covered
only a very small field.

Yet in 1974 the Court applied its doctrine to another set
of facts in the case of Van Zuylen Fréres v. Hag A.G.% It
therefore becomes necessary to analyse closely one of the
most remarkable doctrines any international tribunal has
enunciated.

Since the early years of the century the German com-
pany Hag A.G. was in Germany and elsewhere the owner
of a trademark incorporating the word Hag as its
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prominent feature. As a result of the sequestration and
subsequent sale of German property by the Belgian
authority corresponding to the Custodian of Enemy
Property the Benelux mark Hag was eventually acquired
by the Belgian company of Van Zuylen Fréres, the
distributors of decaffeinised coffee produced in Belguim
by the Belgian subsidiary formerly the property of Hag
A.G., Germany and now belonging to a Belgian group. In
1972 Hag A.G. began to deliver its coffees to
i Luxembourg retailers under the mark Hag. Van Zuylen
Fréres brought an action for infringement. The
Luxembourg Tribunal referred certain questions to the
European Court of Justice. In consequence of the answers
given the action is likely to fail. In order to explain so
unexpected a result it is necessary, and in view of the
laconism of the Court’s reasoning it is possible, to quote
verbatim the main paragraphs of the decision?:

(6) The provisions of the Treaty relating to the free cir-
culation of goods, in particular Article 30, have the eftect
that measures restricting imports and all measures of
equivalent effect are prohibited between member States.

(7) Under Article 36 these provisions do not, however,
prevent prohibitions or restrictions on imports justified
by reasons of protection of industrial and commercial
property.

(8) It appears, however, from that very Article, partic-
ularly in its second sentence, as well as from the context,
that, while the Treaty does not affect the existence of the
rights recognized by the laws of a member State on in-
dustrial and commercial property, the exercise of those
rights may nonetheless, according to circumstances, be
affected by the prohibitions of the Treaty.

(9) In so far as it applies an exception to one of the fun-
damental principles of the Common Market, Article 36
only allows derogations from the free circulation of goods
in so tar as such derogations are justified by the protec-
tion of the rights which constitute the specific object of
such property.

(10) Thus, in any case, the application of the laws on
the protection of trademarks protects the lawful holder of
a mark against infringement on the part of persons lack-
ing in any legal title.

(11) The excrcise of the trademark right is such as to
contribute to the partitioning of the markets and thus to
affect the tree circulation of goods between member
States, all the more so in that, as opposed to other in-
dustrial and commercial property rights, it is not subject
to temporal limits.

(12) It could not theretore be accepted that the ex-
clusiveness of the trademark right, which can be the con-
sequence of the territorial limits of the national laws,
should be relied on by the holder of a mark with a view of
prohibiting trading, in one member State, in goods law-
fully produced in another member State under an identi-
cal mark which has the same origin.

(13) In fact, such a prohibition, establishing the isola-
tion of the national markets, would come into conflict
with one of the fundamental aims of the Treaty, the fusion
of the national markets into one single market.

(14) While, in such a market, the indication of the
origin of a trademarked product is useful, informing con-
sumers thereon can be done by mcans other than those
which would affect the tree circulation of goods.

(15) Therefore, to prohibit trading in one member State
in a product which lawfully bears a trademark in another
member State, for the sole reason that an identical mark,
sharing the same origin, cxists in the first State is incom-
patible with the provisions laying down the tree circula-
tion of goods within the Common Market.

This reasoning (such as it is) probably rests on the basic
proposition, formulated in paragraph 9, that Article 36
contains an exception from one of the Common Market's
tundamental principles, viz. the principle of the free cir-
culation of goods, and that this exception only operates
within the reach of the obscure formula of 1971, i.e., in so
far as it is “justified by the protection of the rights which
constitute the specific object of such property.” That pro-
tection, so the Court seems to think, is satisfied if the
trademark owner can proceed against “infringement on
the part of persons lacking any legal title,” but does not
extend to infringements by persons “trading in one mem-
ber State, in goods lawfully produced in another member
State under an identical mark which has the same origin.”

In the light of the detailed submissions made above, the
Court’s argument must be described as wholly unconvinc-
ing. Article 36 does not express an exception at all; in so
far as trademarks are concerned, neither their existence
nor their exercise can ever be treated as a “quantitative
restriction” or a measure having similar effects. Even if
this were not so and we were confronted with an exception
in Article 36, the first of its two sentences expresses it in
wholly unqualified terms and without any hint of the kind
suggested by the Court. The second sentence of Article 36,
not relied upon by the Court, has no application to trade-
marks, whether it be the legality of their existence or of
the exercise of the rights flowing from them that is being
considered. In particular, the right of the owner to prevent
the importation of infringing goods cannot possibly be
defined as a disguised quantitative restriction on trade be-
tween member States or a measure having equivalent
effect. In so far as trademarks lead to a “partitioning” of
markets the Treaty, by its very terms, has accepted it.
There is no such general and overriding principle as that
of *“the fusion of the national markets into one single
market.” The Treaty accepts such a principle only subject
to the conditions envisaged by it (see the opening words of
Article 3 already quoted). It is the task of the Court by a
process of ccnstruction to ascertain their nature and
scope. In the instant case the Court has failed to do so. In-
deed, it must be submitted with regret that it has failed to
do justice. Nor has it promoted international trade: it has
permitted the circulation of goods in Belgium under a
mark which is calculated to deceive. It could hardly do a
greater disservice to the “harmonious development of
economic activities,” that is to say, henest trade, which
Article 2 of the Treaty enjoins the Community to pro-
mote.

What are the consequences beyond the relatively nar-
row field directly covered by the decision in the Hag case?

(1) According to its terms the decision applies to trade-
marks only. It would seem to indicate that A can export
into B's territory and B can export into A’s territory, for it
is a consequence of Hag A.G.s right to export into Lux-
embourg that Van Zuylen is entitled to export their Hag
coffee into Germany, the prevention of confusion and
deception of the public no longer being material con-
siderations in the circumstances.

Uncertainty

The question whether in comparable situations the deci-
sion extends to patents or passing-off or similar actions
cannot readily be answered. In 1968 the European Court
decided Parke Davies & Co. v. Probel!? in which it was
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concerned with the importation of pharmaceutical prod-
ucts from [taly (where they do not enjoy patent protec-
tion) into Holland where the product was patented. The
Court mentioned, but did not rely upon Article 36 and in
the result appears to have confined itself to the statement,
for present purposes irrelevant, that the enforcement of
patent rights may in certain cases be caught by Article 86.
On principle, however, there is no reason why, subject to
the qualifications discussed below, Article 36 should not
come to be invoked by the Court in patent cases, just as in
1971 it was applied to copyright. Thus assume that in one
country A is held to be the inventor and is granted a pat-
ent in respect of the invention, while in another country
the patent is granted to B on the footing that he is held to
have made the invention. Or take a case which in practice
is more likely to occur. Assume that a Mr. Dunhill or
perhaps even a Mr. Durant starts to manufacture pipes in
France under the mark *“Dunhill,” Can the famous
English company Alfred Dunhill Ltd. restrain him from
selling such pipes in England? In view of the wholly il-
legitimate use made of Article 36 by the Court it is im-
possible to vouchsafe an answer, It is conceivable that the
Court will strictly observe the self-imposed restrictions to
be mentioned in the following paragraphs. In view of its
present tendencies, however, it is to be fcared that the
Court may not even be influenced by the absurdity of the
fact that Dunhill/Durant could perhaps be restrained
from selling “Dunhill™ pipes in France, but might not be
restrained from exporting them from France to Eng-
land.!i Such fears are increased by the astonishing aver-
sion which the Court has displayed toward trademark and
similar rights. In Sirena v. Eda'? it said as follows:
The exercise of trademark rights is particularly liable to
contribute to the division of markets and therefore to
prejudice the free movement of goods betwecn States
which is essential for the Common Markct. Trademark
rights are distinguished from other industrial and
commercial property rights insofar as the object of the
latter is often more important and worthy of greater
protection than the object of the former.

Whatever one may think about the policy underlying
this statement, it is quite certain that it is for the national
legislator to adopt or reject it and that it has not found any
expression in the Treaty in general or in Article 36 in par-
ticular. On the contrary, the Court’s approach is inconsis-
tent with the latter provision which draws no distinction
between trademark and other rights such as patents. And
there will be many who for very good reasons consider
trademarks as equally important and worthy of protection
as patents or copyright. It is of little significance that the
Advocate-General thought fit to describe patents as
“economically and humanely more respectable” than
trademarks.!3 But it is hard to allow similar freedom in
passing value judgments to a court concerned with the in-
terpretation of a treaty.

(2) This leads to the next point. By virtue of its express
terms the decision is confined to the case in which in the
exporting country the product *“lawfully bears a trade-
mark” — see paragraphs 12 and 15. This covers the ex-
porter in whose favor a trademark is lawfully registered,
as was the fact in the Hag case. What is the position if in
the exporting country no trademark is registered? The ex-
porter who affixes the mark to his product does not, in
such circumstances, act in violation of any trademark law
and therefore may be said to be acting lawfully. In some

countries, such as Germany, he may, however, be guilty of
what is known as unfair competition, Is this sufficient to
make the use of the mark unlawful within the meaning of
the decision in the Hag case? Would such unlawfulness
have to be established by separate proceedings before the
consequences of the Hag case could be avoided? .
(3) The most significant and at the same time the most
incomprehensible restriction inherent in the decision
arises from the repeated emphasis on the fact that the in-
ability to prohibit the importation of foreign infringing
goods presupposes them bearing “an identical mark which
has the same origin™ (paragraphs 12 and {5). A common
origin is likely to be rare and the Hag case will, therefore,
apply only in very few cases, so that the practical impor-
tance of the decision may prima facie appear to be small.
In law, however, the requirement of a common origin can-
not be explained. In particular, it cannot be supported by
the general tendency in the evolution of many European
countries’ trademark law, which has led to the per-
missibility of so-called “parallel imports.” Thus, to take
an example from the practice of the German Federal
Supreme Court, !4 if the “Cinzano™ trademark in Germany
is owned by the German subsidiary of the Italian company
Francesco Cinzano & Cia. S.p.A. in Turin, if the latter
company has another subsidiary in Spain which owns the
Spanish Cinzano mark and sells Spanish Cinzano ver-
mouth to the German defendant and if the Italian com-
pany’s French licensee sells French-made Cinzano ver-
mouth to the German defendant, he does not infringe the
German company’s trademark rights, for there can be no
infringement where goods have been marked and
marketed with the consent of the trademark owner. The
essential element which leads the courts to pcrmit‘
“parallel imports™ is the consent of the trademark owner
in the importing country. Consent of the copyright owner
was also at the bottom of the decision in the Deutsche
Gramophone case. That consent cannot be inferred from
the mere fact that the marks in the exporting and the im-
porting country have a common origin, In the Hag case
any suggestion of consent was negatived by the circum-
stances in which they became split. Hence the European
Court cannot pray the general trademark law in aid, but
has wholly arbitrarily introduced its requirement of com-
mon origin. It has no basis in the Treaty. While it must be
welcomed as limiting the ambit of the decision in the Hag
case, legal principle must lead to its rejection. On the
other hand, if its lack of foundation should come to be
recognized by the European Court, one of the last sup
ports of the international protection of trademarks in
Europe would disappear. For the Court to persist in its er-
ror may he the lesser evil.

Conclusion

In conclusion it appears that the decision in the Hag
case in all its aspects and implications is devoid of merit
and justification. In these circumstances the question
arises whether the Luxembourg court which in pursuance
of Article 177 of the Treaty referred the questions to the
European Court or any other court to which a similar
answer 18 given is bound to decide in accordance with the
European Court’s ruling. Article 177 does not state that ¢
ruling by the Court is binding either upon the judex a quo
or generally. But the European Court has held (again
without giving reasons) that its rulings are binding,!5 and




the result is frequently supported on the ground that Arti-
cle 177 empowers the Court to “give rulings” (statuer) and
that a ruling which is not binding is not a ruling.!e It is not
intended in the present context to quarrel with this pro-
position, It is submitted, however, that under Article 177
the rulings of the Court can only be binding if they con-
cern the interpretation of the Treaty. The decision in the
Hag case, as has been shown, does not rest upon, but far
exceeds a merc interpretative process. It rests upon an
alleged general principle according to which derogations
from the free circulation of goods are permitted only in-
sofar as they “are justified by the protection of the rights
which constitute the specitic object of such property.” No
such principle, whatever it may mean, can be found in the
Treaty or developed by its interpretation. In putting it for-
ward the European Court, it is suggested, lacked jurisdic-
tion and acted wltra vires.\7 Sir Leslie Scarman recently
said, exirajudicially,'® that he would expect “European
methods and approach to enacted law to triumph over that
of the common law” and that this would be "a breath of
fresh air.” Such enthusiasm must not make us forget the
great significance and value of such judicial restraint as
has been traditional in England,

There remains, however, a much more eftective method
of avoiding the impact of misguided decisions by the
European Court. Do not ask questions. Treat the point as
“reasonably clear and free from doubt.”19 [n other words,
do not discover a “guestion” alledgedly in need of in-
terpretation, where there is none -— and in the context of
industrial property rights none assuredly exists. If, by vir-
tue of perfectly legitimate judicial techniques, the Court is
not given the opportunity of developing theories inconsis-
tent with the Treaty, the municipal law which the Treaty
does not reach will continue to prevail with undiminished
strength tor the bencfit of the European Economic Com-
munity as a whole.

POSTSCRIPT

While these pages were going through the press, the
European Court rendered a judgment in the case of
Centrafarm B.V. v. Winthrop B.V.20 which related to
trademarks and by which the Court, employing largely
identical language, affirmed and followed its decision in
the Hag case. On the same day the Court gave judgment in
Centrafarm B.V. v. Sterling Drug Inc.2! In this case the
Court extended its doctrine of the Hag case to patents.
Sterling, a New York corporation, was the owner of a
Dutch patent for the manufacturc of a certain medica-
ment. Sterling had corresponding patents in Great Britain
and elsewhere, Centrafarm, a Dutch trader, imported in-
fringing products from Britain {where they are sold at half
the price at which they are sold in Holland) and offered
them for sale in Holland. Sterling brought an action for
infringement of patent which succeeded in the Court of
Appeal of The Hague, but the Hoge Raad referred certain
questions under Article 177 to the European Court and,
as a result of the answers given, the action will fail,
Paragraphs 5 to 8 of the French text of the decision
(though not of the English translation) are identical with
paragraphs ¢ to 9 of the decision in the Hag case and have
been quoted above. The judgment continues as follows:

9. In relation to patents the specitic subject matter of

the industrial property is the guarantce that the patentee,
to reward the creative eftfort of the inventor, has the ex-

clusive right to use an invention with a view to manufac-
turing industrial products and putting them into circula-
tion for the first time, either directly or by the grant of li-
cences to third parties, as well as the right to oppose in-
fringements.

10. An obstacle to the free movement of goods out of
the existence within a national legislation concerning in-
dustrial and commercial property, of provisions laying
down that a patentee’s right is not exhausted when the
product protected by the patent is marketed in another
member State, with the rcsult that the patentee can pre-
vent importation of the product into his own member
State when it has been marketed in another member State.

11. Whereas an obstacle to the free movement of goods
of this kind may be justified on the ground of protection
of industrial property where such protection is inveked
against a praduct coming from a member Statec where it is
not patentable and has been manufactured by third par-
ties without the consent of the patentee and in cases where
there exist patents the original proprietors of which are
legally and economically independent, a derogation trom
the principle of the free movement of goods is not,
however, justified where the product has been put onto
the market in a legal manner by the patentee himself or
with his consent in the member State from which it has
been imported, in particular in the case of proprietor of
paralle] patents,

12. In fact, if a patentee could prevent the import of
protected product marketed by him or with his consent in
another member State he would be able to partition off
national markets and thereby restrict trade between
member States in a situation where no such restriction
was necessary to guarantee the essence of the exclusive
rights flowing from the paraliel patents.

The European Court, therefore, prohibits “paralle! im-
ports” of patented goods, though so far only from member
States. No European country seems to have extended to
patents the doctrine of “parallel imports™ developed in
the law of trademarks. In Germany the Federal Supreme
Court put the patentee’s long-established right to prevent
“parallel imports™ on the ground,22 inter alia, that by vir-
tuc of Article 4 bis of the Paris Convention for the Protcc-
tion of Industrial Property of 1883 as amended “les bre-
vets demandés dans les différents pays de 'Union
seront indefoendants des brevets obtenus pour 1a m&me in-
vention dans les autres pays. ... The European Court, in
ignoring the accepted European practice and the treaty
provision upon which it is at least partly founded, must be
saying that reliance on a patent in case of “‘parallel im-
ports” is “"a disguised restriction on trade between mem-
ber States,” for if it is not saying this the Court cannot
shake off the first sentence ot Article 36. Why an injunc-
tion against “parallel imports” of patented goods should
more readily involve “a disguised restriction on trade”
than an injunction against imports of any kind and by
anyone, how the distinction made in paragraph il be-
tween, on the one hand, the importation of goods which
are not patented in the exporting State and manufactured
by third parties without the patentee’s consent or which
are patented in the exporting State, the original proprietor
of the patent there being “legally and economically inde-
pendent,” and, on the other hand, the importation of
goods manufactured in the exporting State by or with the
consent of the patentee can possibly be derived from the
second sentence of Article 36, why, in other words, not ev-
cry injunction against the importation of goods infringing

a patent in the importing State should be classified as a
(Please turn to Page 263}
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the time, the Corporations simply referred to the report
expected from the technicians who had discussed at the
stands or attended to the technica! conferences.

|1 had the privilege to visit several factories in Peking

where | could see for myself that some of our technology
could meet urgent requirements of the People’s Republic.
Requested to express frankly my opinion on their process-

ing or manufacturing methods, my fair critic of glaring
deficiencies was appreciated by members of the Revolu-

tionary Committee and managing staff of those factories.

No need to say that my remarks were made tacttully in

putting forward advices and recommendations fitting with
the local conditions.

The final conclusion of our presence in Peking has a

double aspect:

e It gave us the opportunity to make ourselves familiar
with some Chinese customs; we have now a much
-better idea about the foreign trade organizations in
the PRC and their way of doing business with Euro-
pean countries.

o On the other side, the China National Corporations
are now aware of our activities, products and tech-
nologies. We hope to be called back some day in Pek-
ing to have other meetings with specialists or even to
enter into negotiation with the Corporation in charge
of import of technology. 1 should point out that, ex-
cept for highly sophisticated technologies, the PRC
does rarely acquire a particular know-how as a sim-
ple transfer of technology. The aim of orders placed
by the National Corporations is mainly to purchase
machinery or processing and manufacturing equip-
ment, while the disclosure of know-how is rather con-
sidered as detailed instructions for the proper opera-
tion of the plant under consideration. No need to say
that patents are not protected in China,

Keeping in mind that the Chinese like to deal with peo-

ple they have come to know, we consider that our atten-
dance at the Belgian Fair will make easier our further con-

tacts with the People’s Republic,

Belgian professional federations will try to obtain from

the PRC an invitation to delegate further missions of

specialists to China to follow up relations established in
Peking.

Industrial Property & The
EEC Treaty

(Continued from Page 235)

“disguised restriction” — all this remains wholly
mysterious and can only be explained by the disregard of
the clear wording, the intended effect and the true mean-
ing of the Treaty of Rome. The consequences of the
Court’s practice, which in due course may well reach
beyond the scope of “parallel imports”, requires urgent
review on a Ministerial level. That practice is destined to
deprive without compensation the owners of industrial
property of large parts of their rights in international
trade and unexpectedly to supersede much of the prevail-
ing industrial property law. And if one looks at the facts of
the cases it is by no means certain that the change of the
faw can always be said to be in the interest of probity and
merit,

NOTES

1. It should be made very clear that the present cbservations do not
in any way deal with restrictive agrecments relating to industrial prop-

erty rights. They have to be considered in the light of Articles 85 and 56
of the Treaty and therefore give risc to questions which are entirely
difterent from thosc discussed here, It is for this reason that for present
purposes such cascs as Sirena v. Eda [1971] C.M.L.R. 260 are not in
polint.

2. See Ipsen, Europdisches Gemeinschaftsrecht [1972] p. 589: “Mea-
sures of this type are only those which stem trom public luw, that is to
say, as a rule those which have the characier of general legislation.”

3. lpsen, ibid. at p. 729 correctly suminarizes the position when he
says that Article 36 leaves to the Member States their jurisdiction in
regard to the protection of industrial and commercial property. “By
way ot example there is thus determined what torms part of the con-
stitutional principles of the Treaty: the recognition of private property
as an institution of the law and as a right of the individual.”

4. In the first place it is necessary to peint to an important discre-
pancy of translation, No other text contains a reference to “incidents”
of property. Thus the French version reads: “le présent Traitd ne pre-
juge en rien le régime de la propriété dans les Etats membres.” Sec-
ondly, there is a school of thought according to which Art. 222
allegedly touches only the relations between the Community and Mem-
ber States and does not confer [egal protection upoen the individual vis-
&-vis the Community. In this sense, in particular, Ipsen, loc, cit,, p. 725.
There is nothing whatever in the text of Art. 222 or in the “general and
tinal provisions of which it forms part that can support so restrictive a
view. Art. 222 is general in terms and expresses one of the fundamental
rights which do cxist within the Community and of which the Court is
taking cognizance to an ever increasing extent; see most recently the
case of J. Nold K.G. v. Commission [1974] C.M.L./3. 338,

Thirdly, Mr. Roemer as Advocate General put forward the view that
Art, 222 was solely a general guarantee of the freedom of Member
States to organize their respective systems of property, but did not
express a guarantee that the Community will not interfere with
subjective rights of property. “Any other thesis would involve to a large
extent the paralysis of the jurisdiction of the Community,” See Costa
s¢ffv. Enel [1964] CM.L.R. 425 and Consten & Grundig v. E.E.C.
Commission [1966] CM.L.R. 418, at p. 44, It is submitted with respect
that such a view is clearly wrong. The provisions guaranteeing property
which are to be found in numerous Constitutions have not at any time
or place paralyzed the jurisdiction ot the State. They do make it
necessary, however, to distinguish clearly between the permitted
excrcise of the “police power” defining the content of property rights in
general and the deprivation of an individual of his specific property
rights. Art. 222 requires a construction and application of the Treaty
which does not jeopardize the latter.

5. [1971] C.M.L.R, 631.
6. p.657.

7. p. 658,

8. [1974] CM.IL.R. 127,
9. pp. 143, 144,

16, [1968] CM.L.R. 47,

Il Itis, however, submitted with respecet that in the result Graham
1’5 decision in Iwenbrau v. Grunhalle Lager International Lid. ) 1974
C.M.L.R. | is clearly right, though in some respects the reasoning is,
perhaps, not altogether precise.

12, [1971] CM.L.R. 260, at p. 273.

13, At p. 264.

14, BGHZ 60, 185 or, in English [1974] C.M.L.R. 21. The case is
particularly interesting on account of the fact that the separate corpor-
ate personality of the subsidiaries was (very rightly) ignored.

15, Milch-, Fett- und Eirkontor GmbH v. Hauptzollamt Saarbriicken
[1969] C.M.L.R. 400,

16.  For instance Ipsen, loc. cit., p. 770,

17, Cf. Anisminic Lid. v. Foreign Compensation Commission [1969)
A.C. 147,

8. The Listener, Oct. 31, 1974, p, 560,

19, Bulmer v. Bollinger (1974) 2 All ER. 1226, at p. 1235 per Lord
Denning, a most welcome decision which, it is hoped, wilk have great
intfluence on the Continent,

20, Case No. 16/74, not yet reported. decided Oct. 31, 1974,
21, Case No. i5/74, net yet reported, decided Oct, 31, 1974,
22. Febh. 29, 1968, BGHZ 49, 331 at 334.

After The Technology Transfer
Agreement
{ Continued from Page 245)

approach. We should always take as a guideline the most
sophisticated ideal process and work our way back toward
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