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In Europe, the question of the trademark’s function is essential with regard to the development of the case
law of the European Court of Justice. It is classical to consider the trademark as a guarantee of origin. But,
since 2009, the Court of Justice recognized four new functions: quality, advertising, investment, communication.
This new approach of the community judges has for consequences to make harder the understanding of the
meaning of the doctrine of the trademark’s function. In order to have a better understanding of this issue, it
could be interesting to compare the question of trademark’s functions in another country, and more particularly
Japan. Indeed, the Japanese trademark system recognizes also three legal functions: origin, quality and
advertising. Therefore, a transversal approach and an analyze of the use of the trademark in both systems could
allow determining what the European system and the Japanese one could learn from each other’s experiences.

I Introduction the trademark’s functions allows us to determine

The trademarks are important assets for the
companies. Even, may be, one of the most
important. In 2012, the most valuable brand is
“Apple” whose estimated value is around 182
billion of Dollars. The trademark “IBM” has a
value of 115 billion of Dollars®. With regard to this
importance, the law must intervene in order to
ensure the protection of the owner and of the free
competition.

In Europe, the trademark system is little bite
complicated: a directive has harmonized the
national trademark systems. Therefore, even if
there are still the national systems, they are
harmonized and must be respectful of the
directive and of the interpretation given of this
text by the European Court of Justice (now called
the Court of Justice of the European Union)?.
There is also a community system with a
community trademark which can be registered in
the OHIM and which enforces in all the Member
States®. In Japan, there is the Japanese Trademark
Act of 1959, which has been amended many times
since this date.

The issue of the trademark’s function is
without any doubt one of the main issue in the
field of trademark. Actually, the understanding of
the function of a right allows determining the
content of this right. Thus, the understanding of

the legal regime of the trademark’s right.

Nowadays, in Europe but also in Japan, the
commentator and the courts recognized many
functions. This study has for aim to explain the
European approach and the Japanese one. On one
hand, the explanation of the Japanese system
could allow having a better understanding of the
European one that is particularly difficult to
understand. On the other hand, the Japanese
system could learn from the recent development
in the European case law.

The study is divided in two parts: the first
one is related to the definition and the description
of the trademark’s functions and then the second
is related to their practical use.

I The definitions of the trademark
functions

The Court of Justice recognized officially five
functions. We can add to this function the one of
exclusivity - On the contrary, in Japan, the
doctrine and the judges recognize only three
functions. Therefore, the functions shared by both
systems must be considered in a first time (1) and
then it is necessary to study the functions which
seem exclusive to the European system (2).

(*) This is a summary of the report published under the Industrial Property Research Promotion Project FY2012

entrusted by the Japan Patent Office.

(**) Doctor in Private Law, Associate Professor at the University of Orleans (France) and Lecturer at the Centre for
International Intellectual Property Studies (CEIPI), University of Strasbourg (France)
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1 The functions shared by both systems

The European and the Japanese systems
share three functions. In Japan, the recognition of
these functions was easy but in Europe it was
more controversial. These functions are the
function of guarantee of origin (1), the quality
function (2) and the advertising function (3).

(1) The function of guarantee of origin

In Europe, this function is considered as the
main one, as the essential function of the
trademark. This function is used in almost each
case related to the trademark law since the
famous Arsenal decision of 2002°. This function is
also aimed in the preamble of the European
Directive. It was early recognized in France and
was aimed notably by some decisions in the
middle of the nineteenth century ®. Many
commentators aimed also this function in their
study or papers.

However, in a first time, the European Court
of Justice in the Hag decision in 1974 denied this
function and recognized it only in 1976, after
many criticisms, in the Terrapin/Terranova
decision. The Court noticed that: “the basic
function of the trademark to guarantee to
consumers that the product has the same origin is
already wundermined by the subdivision of the
original right””.

The judges speak about the function of origin
or also about the function of guarantee of identity
of origin.

In Japan, the recognition was less
controversial. The doctrine and the commentators
seem unanimous to recognize the function of
indication of origin as the first function of the
trademark. O. SHOEN quotes thus that “Marks
that are attached to goods or services serve to
indicate the origin and ownership of those goods or
services. This function is based on the identification
power of marks”®. For the Professor Tamura,
“there is no doubt in that the source identifying
function is protected under the Trademark law”®.
The Japanese courts seem also use this function
for a long time, as in the decision Lacoste, Chanel
and Cartier.

Even if this function appears as the main one,
it is opened to criticisms. Indeed, the words used
to define this function are ambiguous. According
to this function, it appears that the trademark
could be understood as a kind of tool for the
consumer, and more precisely a tool guaranteeing
the source or the origin of the goods. The terms
guarantee, identity and even origin or source are

ambiguous. According to these words, does it
mean that the trademark allows the consumer to
know the identity of the owner? Do we have to
understand the trademark as a kind of company
name?

We could understand this function differently
and we could use different words in order to
qualify this function.

The words guarantee used in Europe is
definitely misleading. In France, this term is
notably used in the field of contract law. The word
identity — used in Europe — must be understood
as the “same”. Concerning the word origin,
obviously a trademark does not allow the
consumer to identify the owner. With the
globalization, such an approach cannot be retained.
The term origin means that the trademark
guarantees that the goods put on the market
under the trademark always proceed from the
legitimate owner of this sign.

It could be better to speak about the function
of identification. Indeed, as any sign, and more
particularly the legal signs, the trademark has an
1dentification function. Indeed, the owner uses a
trademark in order to identify its goods or
services. It is provided by the article 2 of the
Japanese Trademark Act and by the article 2 of
the Trademark Directive.

Understanding the main function of the
trademark as an identification function is not a
new approach. In Europe, many decisions remind
that the trademark serves to identify goods or
services''. It means that the trademark allows the
owner to distinguish its goods or services from
those of other companies. In Japan also, many
decisions prefer to assert that the first function of
trademark is an identification function'®.

Such a qualification is important and allows
reminding that the manufacturers or the traders
use the trademarks in order to designate the
goods or services with the aim to be
distinguished from its competitor. The trademark
does not have to be understood as a tool for the
consumers and this qualification prevents the
confusion.

(2) The function of guarantee of quality

In Europe, some commentators recognized
this function. CORNISH says that “Marks deserve
protection because they symbolize qualities
associated by consumers with certain goods or
services and guarantee that the goods or services
measures up to expectation”??,

In France, with regards to the new
developments of the case law of the Court of
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justice, more and more authors assert that the
trademark has also a function of quality *.
Nevertheless and fortunately, some other authors
contest the existence of this function®®.

As defined by Cornish, the quality function
does not appear as a legal function. If we can
understand that the consumer believes that the
trademark is an indicator of same, it is important
to underline that the owner is free to change the
quality of its goods without any sanction on the
basis of the trademark right. Therefore, it is
difficult to understand the quality function as a
legal one.

Concerning the Courts, some decisions of
the European Court of Justice aimed the concept
of quality '®. The official recognition of this
function was made by the decision LOréal versus
Bellure in June 2009'7. However, despite this
recognition, the Court of Justice has not defined
and used this function yet.

In Japan, the recognition of the quality
function seems more natural. It is recognized not
only by the authors but also by the Courts. S.
ONO quotes that “if @ mark is used repeatedly (...)
users of goods or services will come to expect that
goods or services under the same mark hold the
same quality”®. This definition reminds obviously
the one of Cornish. More interesting is the use
that the Japanese judges make of this function.
Indeed, they take into account the quality
function when the infringement concerns
authentic goods, like in the cases of parallel
importation or of repackaging'®. Thus, it is
interesting to notice that the Supreme court hold
in the Fred Perry case that “the import of
trade-marked goods does mnot qualify as an
infringement of a trademark where (...) the
imported goods are not different in quality from
the goods marketed under the registered trademark
in Japan due to the position of the right holder in
Japan dirvectly or indivectly to enforce a quality
control of the goods”.*°

The Japanese approach allows understanding
what the quality function is and how it could be
used in Europe. Actually, the quality function
should be considered as a part of the
identification function. Indeed, a trademark is a
sign and it is necessary to apply here the semiotic
rules. As every sign, a signifier and a signified
constituted a trademark. The signifier is the
component of the sign, as the logo, the word or
the shape, and the signified is the good or the
service. The trademark is this whole and the
protection concerns this whole. In other words,
the protection conferred by the trademark right

does not concern only the sign itself — i.e. the
signifier itself — but the relation between a
signifier and a signified.

Usually, the signifier is harmed when there
is a reproduction or an imitation. Nevertheless, it
happens that it is also the signified. Therefore,
the identification function concerns in consequence
not only the sign - i.e. the signifier — but also the
signified. We can therefore assume that if one
part of this sign — the signified or the signifier — is
modified by a third without the authorization of
the owner, it could constitute an infringement. It
means that if a manufacturer or a trader puts on a
market a good with a specific registered sign, he
does not want to see the sign or the good
modified by someone else. In one hand, when
someone reproduces or imitates a sign the
function of identification and the signifier are
harmed. On the other hands, the quality function
is harmed when the goods put on the market by
the owner or with it authorization is modified in a
sense that the quality of the good is harmed and
does not correspond anymore with the will of the
owner. More generally, we can also assume that
the function of quality is infringed when the
owner is not able to control the quality of the
goods put on the market. In such a case, it does
not correspond anymore to the will of the owner
and to the role that he wants to give to its
trademark.

(3) The function of advertising

In Europe, many commentators recognize
the advertising function. CORNISH asserts:
“Marks are ciphers around which investment in the
promotion of a product is built and that investment
is a value which deserves protection as such, even
when  there is mno abuse arising from
misrepresentations either about origin or quality”™"
With regard to this definition, the advertising
function cannot be considered as a legal function.
Therefore, it should not be taken into
consideration to assess the infringement.

Nevertheless, the concept of advertisement
appears in many decisions. The General advocate
COLOMER quoted that “The matter is thus one of
establishment of a dialogue between manufacturer
and consumer. The manufacturer gives the
consumeyr information in order to make him aware
of the goods, and sometimes persuades him as well.
A trade mark is in reality communication’?. And
finally, in the Loréal Bellure case®, the European
Court of Justice recognized the advertising
function as a legal one. Then, this function was
implemented in the Google Adwords case®*. With
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regard to this decision, we can say that this
function could be harmed only when the
competitor who uses the owner’s trademark
prevent the owner from promoting its own goods.

In Japan, once again, the recognition of this
function was less controversial and was aimed by
the authors? and the judges?. Nevertheless,
despite this recognition, this function appears
more as a commercial function and not as a legal
one. Indeed, even if some decisions make
reference to this function, it is not used as the
origin or the quality function. May be this
function could be used more efficiently outside
the scope of the trademark right, in the cases of
dilution of the well-known trademark?’.

2 The function exclusive to the European
system

(1) The function of investments

The concept of investment and reward exists
in the field of the patent right?® and of the
databases right* but does not exist in the
trademark law. The trademark right has never
been considered as a reward of financial or
intellectual investment.

If this function was also recognized in the
LOréal case in 2009, we waited for September
2011 and the Interflora case to understand what
this function means®’. In this case the judges
specified that “in addition to its function of
indicating origin and, as the case may be, its
advertising function, a trade mark also be used by
its proprietor to acquire or preserve a
reputation capable of attracting consumers
and retaining their loyalty”®'. Thus, even if
this function overlaps the advertising function, it
must be understood broader than this latter. The
Court adds that this function is harmed when “the
use by a third party, such as competitor of the trade
mark proprietor, of a sign identical with the trade
mark in relation to goods or services identical with
those for which the mark is registered substantially
interferes with the proprietor’s use of its trade mark
to acquive or preserve a reputation capable of
attracting consumers and retaining their loyalty”*.
In the case where the owner has already a
reputation, the function of investment is harmed
when “use by a third party of a sign identical with
that mark in relation to identical goods or services
affects that reputation and thereby jeopardizes its

maintenance”>.

(2) The function of communication
The communication function was also

recognized by the Court of Justice in the LOréal
case. Nevertheless, as the quality function, it is
not defined and not used for the moment by the
CJEU.

(3) The function of exclusivity

In the case Centrafarm®, in 1974, the court
of justice recognized that the specific subject
matter of the industrial property is the guarantee
that the owner of the trademark has the exclusive
right to use that trademark. Therefore, we can
say that the trademark right has a function of
exclusivity. Such an assessment is logical when
we know that the trademark right is a property
right.

Nevertheless, despite this decision, and
even if the Directive recognize that the
trademark right is a property right, there is no
official recognition.

Il The use of the
functions

trademark

In order to consider the usefulness of these
functions, we need to distinguish in a “classical
way” this usefulness for the existence of the
trademark right (1) and for the exercise of the
right (2).

1 The use of the trademark functions in
the assessment of the existence of the
trademark right

In the field of the conditions of the existence
of the trademark, it appears that the trademark
functions play a fundamental role for the granting
of the right, and more particularly for the
assessment of the distinctiveness (1), and for the
loss of the right, and more particularly for the
question of the lack of genuine use (2).

(1) The use of the trademark functions for
the granting of the right

(i) The use of the trademark functions for the

assessment of the distinctiveness

The distinctiveness can be defined as the
ability for the sign to identify goods and services
and allowing the distinction with the ones of the
competitors. In other words, a sign can be
registered as a trademark only if the sign is able
to fulfill the function of identification. As we can
see, the condition of distinctiveness and the
function of origin are firmly bound, insofar as this
latter explained this requirement.
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In Europe, a sign is not distinctive when it is
descriptive or generic. More generally, even if the
sign is not descriptive or generic, the sign can be
considered as being not distinctive. In such a case,
we speak about the distinctiveness per se. The
Court of Justice considers thus, notably in the
particular cases of slogan, that a sign is not
distinctive because it is not perceived as an

indication of origin *® . The function of
identification justifies the requirement of the
distinctiveness per se.

As mentioned above, a sign must not be
generic, usual, common or descriptive. This
requirement can be explained by the rule of free
competition. It is necessary to prevent the
registration of signs which could be useful for the
competitor. It also can be explained by the
function of identification. Indeed, these signs are
not able to play efficiently the role of the
trademark.

In Japan, the article 3 of the Trademark Act
1s actually quite similar to the European text.
Indeed, it aims the question of the distinctiveness
per se and of the signs which do not have to be
generic or descriptive. Therefore, it is possible to
assume that the function of identification plays
also a crucial role. Such an assumption is
confirmed by the fact that many decisions related
to the article 3 aim the identification function®®.

(i) The use of the trademark functions for the
assessment of the other requirements
Concerning the others requirement for the

registration, the function does not play the same
role. Indeed, the requirement of lawfulness is not
concerned or justified by the identification
function. Concerning the availability, it is not
directly concerned or justified by the
identification function. This requirement allows
the protection of the previous exclusive rights, as
author’s right, design right, personality right or
trademark right. Nevertheless, we have to admit
that the coexistence of the identical signs in the
same specialty and with two different owners
harms their distinctiveness. The second
trademark creates a risk of confusion and
prevents both signs to play their role. On this
occasion, the function of origin must be assessed
in order to determine if the sign is available or
not.

In Japan, the requirements are the same as in
Europe. Therefore, the function of identification
1s not used or is not justified in the case of
lawfulness. Concerning the case of availability,
when the previous exclusive right is a trademark,

the judges make often reference to the function of
identification in order to assess the validity of the
litigious trademark®’.

(2) The use of the trademark function for
the loss of the right

In Europe, the trademark right can be lost
for lack of genuine use during a period of five
years. Obviously, this provision is justified by the
function of trademark. The Court of justice in the
Ansul case stated that “The protection the marks
confers and the consequences of registering it in
terms of enforceability vis-a-vis third parties cannot
continue to operate if the mark loses its commercial
raison d’étre, which is to create or preserve an outlet
for the goods or services that bear the sign of which
it is composed, as distinct from the goods or services
of other undertaking”s.

The revocation can be obtained when the
sign has become misleading or deceptive. Such a
revocation is not justified by the function of
trademark but more by the rules of free
competition. The revocation can also be obtained
when the trademark becomes a common name.
With regard to the identification function, this
sanction is logical. Indeed in becoming a common
designation, the trademark is incapable to fulfill
its function.

As in Europe, the trademark right can be
rescinded in Japan for lack of genuine use. This
provision, as in Europe, can be explained because
of the function of identification. The trademark
can also be rescinded because of the misuse of
the sign. Thus, a trademark right must be
rescinded when the sign causes a risk of
confusion with another business. In this case, the
function of identification is harmed and justifies
the revocation.

2 The use of the trademark functions in
the assessment of the exercise of the
trademark right

(1) The use of the trademark functions for
the assessment of the counterfeiting
The trademark right, even if it is a property
right does not have to be considered as an
absolute right. Indeed, in order to notice an
infringement two requirement must be fulfill. The
use of a litigious sign by a third must be done in
the course of trade and must correspond to a
trademark use. This second requirement is
explained by the trademark function. Indeed, the
trademark right protects a sign which is used to
identify goods or services. Therefore, if someone
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else use this sign in another way, the trademark
right cannot be enforced.

(i) The case of the double identity

In such hypothesis, the third part reproduces
and uses the same sign as the one of the first
trademark in order to designate the same goods.
In such a case, the question of the trademark
function should not be taken into account insofar
as such a behavior from the competitor harmed
necessary the property rights of the owner: it
harms the function of exclusivity of the
trademark right. That is why the paragraph 11 of
the Directive’s preamble provides that the
protection should be absolute, i.e. there is no
need to refer to the risk of confusion. In other
words, there is no need to consider if the
identification function is harmed or not. Such an
assessment of the infringement is logical with
regard to the nature of the trademark right. In a
case of double identity, you contest the
exclusivity of the owner on its sign. It can be
compared with an encroachment known in civil
law. Therefore, the mere noticing of this fact
should be enough to consider that there is an
infringement.

Nevertheless, since the decision Arsena
even in the case of double identity, it is necessary
to demonstrate that the essential function is
infringed. The owner has to demonstrate that it
exists a risk of confusion. In other words, if the
defendant can show that its use does not create a
risk of confusion, the judges will consider that the
identification function is not harmed and notice
the lack of infringement. According to such an
approach, the protection of owner became
narrower.

Since 2009, the situation evolved and is more
complicated as ever. Since the Bellure case®, it is
also possible to take into account the other
functions. But as explained above, these functions
do not confer to the owner a broader protection.

Indeed, in the case of double identity, when
the judges recognized that the use is as a
trademark, it seems that there is no need to refer
to the risk of confusion. Is it because of the
nature of the trademark right? Or is it because
the risk of confusion is presumed and this
presumption cannot be disputed? In such cases of
double identity, it appears that the Japanese
judges notice only that there is a risk of confusion
without a real assessment*!.

39
1,

(i) The case of the similarity
The case of similarity is less controversial

even if the assessment of the risk of confusion is
a big issue. Actually, it is important to notice that
the scope of trademark right is determined by the
trademark function. In Europe and in Japan, the
identification is taken into account. Indeed, in
order to assess the counterfeiting in the case of
similarity, it is necessary to demonstrate the
existence of a risk of confusion or a risk of
association. Therefore, in such a case, the
identification function is harmed and determines
the scope of the trademark right beyond the same
goods or services. It is also important to notice
that in Europe, the other trademark function are
useless in the cases of similarity.

(2) The use of the trademark functions for
the assessment of the exhaustion

In Europe, the question of the exhaustion of
the trademark right is crucial. It allows
conciliating the IP rights and the principles of the
European Union as the free movement of goods.
The exhaustion rules are applied for all IP rights.
But Concerning the trademark right, it is
interesting to notice that if the first paragraph of
the article 7 of the directive limits the function of
exclusivity — i.e. the property right - the second
paragraph allows the trademark functions to limit
the rule of the exhaustion. Thus, in the case of
parallel importation or of repackaging, the Court
of justice uses the function of origin to limit the
exhaustion rule. The Court of justice uses also
the concept of the reputation and of the
trademark image to justify such a limitation.
Therefore, in the future, the Court of Justice
should use the function of investment. It is also
possible to assume that one day, as in Japan, the
function of quality will be use.

In Japan, the question of exhaustion is also
considered. As explained before, in the case
where authentic goods are involved, the Japanese
judges use the identification function and the
quality function. It is used in the case of parallel
importation or in the cases of repackaging.

IV Conclusion

With regard to this study, it appears that both
in Europe and in Japan, the trademark’s functions
exist and play a key role. It justifies the
protection conferred to the trademark owner. The
trademark functions are used in order to assess
the existence of the trademark right — the
distinctiveness, the revocation — and the exercise
of the right — the counterfeiting and the
exhaustion —. Even if the both systems are quite
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similar, we noticed that the European one, under
the influence of the Court of Justice, does not
consider — even if it is not official — the trademark
as a property right. It is a kind of exclusive right
whose the scope is relative and determined by
the trademark’s functions. On the contrary, the
Japanese system seems more respectful of the
trademark right and always considers the
trademark right as a property right. Then, even if
the question of the trademark’s functions seems
more developed in Europe than in Japan, the
Court of Justice should learn about the Japanese
approach concerning the quality function. On the
other hand, if one day, the Japanese Courts wants
to follow the same was as the European one, they
have to be very careful in order to stay respectful
of the trademark’s right and to avoid that this
latter be scarified because of the free competition
principle.

Obviously, this study could not be exhaustive.

Indeed, we tried to consider only the trademark’s
functions for the owner. It could be also
interesting to study the function for the
consumers and therefore the place of the signs
used as trademark in the consumer’s right*?. It
could be also interesting to consider the question
function of the well-known trademark.
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