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Abstract: Claes Granmar 2008-11-09 

 

Brand extension by merchandising, a case under Article 81 EC 

 

Today, the branding principle prevails in most phases of trade on the unbounded consumer 

market. It is in the nature of things that the idea is bigger than its manifestation and from being 

made use of primarily by undertakings classified among the historically separate entertainment 

industry this has become the guiding star for large scale business to consumer enterprises in 

general.1 The continuous meaning of signs is a prerequisite for making the world comprehensible 

and if we have once become accustomed to like what it represents the sign will consecutively 

raise positive expectations. For the purpose of securing return on investments from production 

and distribution the profit maximising trade mark proprietor seeks to make the goods or services 

of secondary importance to the overall image represented by a trade mark in the branding 

process. The brand is an indivisible whole of all its components. It transcends the material world 

by making the garment, garage service, perfume or whatever product there might be part of a 

bigger whole and it materialises the world of ideas by vesting image in product entities offered for 

sale. All impressions from the brand cues are summarised in the trade mark which in turn makes 

everything it represents parts of a consistent, as opposed to constant, brand gestalt. The path 

dependency of the understanding of signs allows the proprietor to leverage the reputation 

achieved in relation to a category of products into other product markets by means of the trade 

mark. 

Schematically, the abundance of business models for extending the brand image into a new 

niche of the market can be divided in two categories. Depending on strategic goals, cost/benefit 

analyses, and negotiation tactics, either licensing arrangements or mergers or accusations are to 

prefer. When it comes to merchandising, licensing is often the best option for the proprietor 

because of the relatively low financial risks it involves. In the brand extension process the trade 

mark becomes the proprietor’s sword for conquering the new market by communication and its 

shield for the reputation acquired. It is efficient for the undertaking to create a multitude of 

access points to the market. Nevertheless, it may render the consumer paying more for less in 

stagnating competition between institutionalised brands. This article investigates the interplay 

between the trade mark protection paradigm and the market intervention paradigm of the EU 

                                                 
1 See i.e. Collected Papers of Charles Sanders Peirce, (Vols. 1-6 edited by C. Hartshorne, P. Weiss and A. Burks 
and Vols. 7-8 edited by A. W. Burkes), Harvard University Press, 1958 (The papers).  
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system for undistorted competition with respect to the practice of reinforcing the brand image by 

merchandising.2   

The merchandise market is per definition conditioned on use of the proprietor’s trade 

mark. In the Opel case, decided by the ECJ in 2007, the proprietor sought to invoke its trade 

mark rights in Germany to prevent a third party from using the trade mark protected 

representation on the radiator grille of remote controlled scale models of the Opel Astra V8 

Coupe. Adam Opel AG had extended the trade mark rights to a licensee producing scale model 

cars and, thus, the third party was directly competing with the undertaking affiliated with the 

proprietor. The EU Commission expressed its concerns with the monopolisation by trade mark 

protection and this point of view was met with sympathy by the Advocate General in his 

opinion.3 If Adam Opel was afforded a right to exclude other undertakings from using the trade 

mark protected representation, only those having the proprietor’s consent would be capable of 

meeting the consumer’s demand for faithful imitations of the original vehicles. The mere risk of 

facing a Court order to pay a considerable damage fee or alternatively to serve a time of 

imprisonment for trade mark infringement may chill the eagerness of any entrepreneur to trade 

without the proprietor’s express consent in souvenir articles, toys or whatever merchandise there 

might be bearing a trade mark protected representation. This state of law contradicts the overall 

aim of the supranational legislator to promote the interests of small and medium sized 

undertakings. Nevertheless, in the Opel case the ECJ established that the national Court has to 

decide on the fact in each case whether or not the conduct constitutes trade mark infringement. 

The rights conferred on the proprietor need to be flexible enough not to frustrate the flow of 

dealings.4 

Cases such as Opel may in a first glance seem to challenge the classical view of the ECJ that 

the proprietor does not enjoy a dominant position because of the mere right to exclude third 

parties from putting into circulation on that market “products bearing the same trade-mark.”5 If 

so the refusal to license could constitute an abuse of a dominant position triggering the 

competition law machinery under Article 82 EC. Famously, the ECJ has on two occasions 

alluded to a possibility to intervene against the analogous refusal to grant accesses to pre-packed 

                                                 
2 Judgement of the ECJ of 17 October 1990 in Case C–10/89, SA CNL–SUCAL NV v. HAG GF AG. “The trade 
marks are, that should be noted, an essential element in the system for undistorted competition that the Treaty 
seeks to establish.” para. 13 
3 Opinion of Advocate General Ruiz-Jarabo Colomer 7 Mars 2006 on Case C-48/05, Adam Opel AG v. Autec 
AG.  
4 Judgment of the ECJ 25 January 2007 in Case C-48/05 Adam Opel AG v. Autec AG. See also i.e. Judgment of 
the ECJ 12 November 2002 in Case 206/01, Arsenal Football Club plc. v Matthew Reed. 
5 Judgment of the ECJ of 18 February 1971 in Case 40/70, Sirena S.r.l. v. Eda S.r.l and others. 
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information.6 Having said this, the international ban on compulsory trade mark licensing remains 

a stumbling block to overcome and the alternative solution of making the mark generic, which is 

known as the Singer doctrine in federal US law, might normally lead too far in the case on brand 

extension. 

A more sailable way in cases of merchandising by trade mark licensing is to rely on Article 

81 EC prohibiting agreements having as their object or effect i.e. of distorting competition within 

the internal market.7 This would harmonise with the fact that the leverage of reputation is taken 

into account when assessing the alternative strategy to merge with an undertaking in the relevant 

sector of trade. The article investigates the possibility of clearer rules within the trade mark 

protection paradigm with respect to the merchandising situation, and the possibility of 

complementary market interventions under Article 81 EC in cases where the practice is not 

brought before a national Court by the proprietor filing a complaint against alleged trade mark 

infringement. 

                                                 
6 See i.e. Judgment of the ECJ 6 April 1995 in Joined Cases C-241/91 P and C-242/91 P, Radio Telefis Eireann 
(RTE) and Independent Televisions Publications Ltd (ITP) v. Commission (Magill). AND IMS See also 
Commission Decision 94/19 1994 Sea Containers/Stena Sealink, OJ L15/8 para. 66. 
7 See i.e. Judgement of the ECJ of 13 July 1966, in joined cases 56 and 58/64, Établissements Consten S.à.R.L. 
and Grundig-Verkaufs-GmbH v. Commission. Commission decision in Re the Agreement of Davide Campari-
Milano SpA [1978] OJ L70/69, [1978] 2. 


