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Dr Eleonora Rosati is Associate Professor in Intellectual Property Law at Stockholm University and Of Counsel at Bird & Bird.Among the absolute grounds for refusal or invalidity in EU trade mark law, there is one for signs that consist exclusively of ‘the shape, or another characteristic, which gives substantial value to the goods’.The ‘substantial
value’ exclusion has received relatively limited attention and practical application. Some commentators have called for its abolition on consideration that other, clearer absolute grounds may perform its role without giving rise to those issues linked to its uncertain meaning and scope.This contribution reviews relevant EU case law on the substantial
value ground in order to define rationales, scope and functions thereof. It submits that the substantial value ground performs a role—primarily that of preventing or limiting a distortion of the role of trade mark registration—which cannot be subsumed in other grounds. However, clearer guidance on certain fundamental aspects, including the role of
the average consumer, reputation and the relevance of the behaviour of the trade mark applicant/owner, is still required. 1. Setting the scene: aim, approach and methodology Among the absolute grounds for refusal or invalidity of trade marks, Articles 7(1)(e)(iii) of the EU Trade Mark Regulation1 (EUTMR, in relation to EU-wide applications or
registrations) and 4(1)(e)(iii) of the EU Trade Mark Directive2 (EUTMD, with regard to national applications or registrations) provide that signs which consist exclusively of ‘the shape, or another characteristic, which gives substantial value to the goods’ shall not be registered or, if registered, shall be liable to be declared invalid.Originally derived
from Benelux trade mark law, this exclusion has received relatively infrequent consideration by the Court of Justice of the European Union (CJEU), the General Court (GC) and the EUIPO and national trade mark offices alike. This is also probably due to the very fact that, as Advocate General (AG) Szpunar ‘put it bluntly’3 in his Opinion in Hauck, ‘the
third indent of Article 3(1)(e) of [Directive 2008/954] is not worded clearly. That is demonstrated by the large variance in the interpretation of it’.5 In sum (as a recent decision of the UK Intellectual Property Office noted): ‘[t]his is a difficult and developing area of law.’6Both the underlying rationale and relationship to the other grounds in Article 7(1)
(e) EUTMR/4(1)(e) EUTMD have been deemed surrounded by ‘considerable uncertainty’7 and, thus, found ‘unclear’.8 Because of all this, in its Study on the Overall Functioning of the European Trade Mark System, the Max Planck Institute for IP and Competition Law recommended (pre-2015 reform) the deletion tout court of the substantial value
ground, holding that its objectives could be in any case realized by relying on other absolute grounds, including those relating to distinctiveness (currently Article 7(1)(b) EUTMR/4(1)(b) EUTMD) and descriptiveness (now Article 7(1)(c) EUTMR/4(1)(b) EUTMD).9In 2015, the EU legislature amended the EU trade mark system and adopted both a new
Regulation10 and a new Directive. Among other things, not only was the substantial value ground not removed, but its scope was seemingly broadened by adding ‘another characteristic’ to the language of the provision. Pre-reform, in fact, the exclusion only related to signs consisting exclusively of a ‘shape’. The reason supporting a change in the
language of the ground and the addition of ‘another characteristic’ was not much elucidated during the legislative process that eventually culminated in the adoption of the current EUTMR and EUTMD.11By reviewing relevant decisions of the CJEU, GC and EUIPO Boards of Appeal, this contribution seeks to: first, extract the rationales of the
substantial value ground; secondly, understand how the ground has been interpreted and applied over time; thirdly, determine whether the addition of ‘another characteristic’ has altered the scope of the exclusion; and ultimately, answer the question of what role Article 7(1)(e)(iii) EUTMR/4(1)(e)(iii) EUTMD performs in the EU IP system.The analysis
is structured as follows. Section 2 discusses the origin and rationales of the substantial value ground. Section 3 reviews relevant case law in order to determine the assessment required under Article 7(1)(e) EUTMR/4(1)(e) EUTMD. Section 4 considers that the addition of ‘another characteristic’ in the language of the law merely clarifies the scope of
the absolute ground, without altering it. Section 5 reflects on whether other absolute grounds, notably distinctiveness, descriptiveness, bad faith and public policy and morality, could absolve the same tasks underpinning the substantial value ground. Section 6 considers how the role and functioning of the substantial value ground could be revamped.
This contribution concludes that whilst other absolute grounds might serve to achieve results similar to those underpinning the substantial value exclusion in certain cases, this absolute ground performs an important role, both on a theoretical and practical level. 2. The exclusion for substantial value conferring shapes Even if some commentators have
considered the option to protect shapes as marks designating the goods which they incorporate not easily reconcilable with the basic tenets of trade mark law,12 since the early days of a harmonized EC trade mark system,13 the law has expressly provided for the possibility for trade marks to consist of ‘the shape of goods or of the packaging of
goods’ (now Article 4 EUTMR/3 EUTMD). In parallel with this, ad hoc limitations to the protection of shapes, specifically by means of the absolute grounds currently found in Article 7(1)(e) EUTMR/4(1)(e) EUTMD, have been envisaged. The law prohibits registration of signs which consist exclusively of: the shape, or another characteristic, which
results from the nature of the goods themselves (Article 7(1)(e)(i) EUTMR/4(1)(e)(i) EUTMD); the shape, or another characteristic, of goods which is necessary to obtain a technical result (Article 7(1)(e)(ii) EUTMR/4(1)(e)(ii) EUTMD); the shape, or another characteristic, which gives substantial value to the goods (Article 7(1)(e)(iii) EUTMR/4(1)(e)(iii)
EUTMD). 2.1 Origin of the exclusion The substantial value ground finds its origin in the former Benelux Trade Mark Act. The presence of this exclusion was justified by the need of imposing ‘a certain limitation to the possibility that trademark protection coincides with the protection which can be derived from copyrights or design rights’, where the
attractiveness of a certain shape confers a substantial value to the goods in respect of which it has been employed. This means that an ‘attractive shape, which does not have a real influence of the intrinsic value of the product’ would not fall within the scope of the exclusion, irrespective of whether also other IP rights (IPRs) cumulatively subsist in
such shape.14 However, where ‘the essential value of the goods does not only lie in the material used, but also, and maybe especially, in the beauty of the shape’, then trade mark protection would be unavailable.15The first EC trade mark instruments (Directive 89/104 and Regulation No 40/94) contained no explicit reference to a ‘need to keep free’
certain signs from trade mark protection so that the rationale of the exclusion for shapes was not readily apparent.16 With specific regard to three-dimensional signs, in his Opinion in SAT.1 SatellitenFernsehen, AG Jacobs suggested that the public interest rationale in keeping certain shapes free would only apply to ‘shapes which are in some way
closely bound up with its nature’.17 However, the CJEU (at that time, still known as the European Court of Justice) extended the public interest rationale to technical shapes in its decisions in Philips and Linde.18In all this, the justification for the substantial value exclusion has remained uncertain for a long time. Questions regarding its rationale are
even more puzzling if one considers the ‘absolute’ character of this absolute ground: indeed, unlike other grounds, if a shape (or another characteristic) falls within the scope of application of Article 7(1)(e)(iii) EUTMR/4(1)(e)(iii) EUTMD, the acquired distinctiveness of the shape at issue will not be able to ‘save’ the application or the validity of the
registration. Article 7(3) EUTMR/4(4) EUTMD, in fact, does not list the ground sub (1)(e) among those that might be overcome through acquired distinctiveness.Uncertainties have not really dissolved over time: the 2015 addition of ‘another characteristic’ to the language of the shape-specific grounds occurred without much guidance on the side of
EU legislature as to whether this would alter the scope thereof. Although some commentators argued (pre-reform) that, unlike what is for the other absolute grounds for shapes, the substantial value exclusion only applied to three-dimensional signs,19 it appears preferable to hold that, in light of existing case law and EUIPO decisions, the scope of the
exclusion has not been altered, in that it also applied to two-dimensional shapes and other characteristics even pre-reform.20 2.2 Justifications for the exclusion The rationale of the absolute ground concerning signs consisting exclusively of a shape or another characteristic which gives a substantial value to the goods is twofold: first, to prevent trade
mark law and the virtually perpetual protection that registration might afford from becoming an (undue) extension of time-limited rights, notably copyright and designs; secondly, to avoid that someone acquires a monopoly right when limited options are available or when the aspect of the shape at issue is indissociable from the goods in question.
Relevant decisions refer to both explanations, though the latter is often presented as a consequence of the former and appears somewhat weaker for aesthetic functionality than what is the case for the other grounds in Article 7(1)(e) EUTMR/4(1)(e) EUTMD. Rulings have also stressed the need to interpret the absolute grounds for refusal or invalidity
in light of the public interest underlying each of them.21In what remains as of today the most analytical assessment of and guidance on the substantial value ground—Hauck—the CJEU confirmed that the aim of the exclusion is ‘to prevent the exclusive and permanent right which a trade mark confers from serving to extend indefinitely the life of other
rights which the EU legislature has sought to make subject to limited periods’.22 In his Opinion in that case, AG Szpunar linked this explanation to both a deeper public interest rationale and the need to respect and balance different rights and interests, the latter being something that often recurs in CJEU IP case law and, with specific regard to trade
marks, is now also expressly, though rather cryptically, acknowledged in the EU trade mark instruments23:That difference in purposes explains why the protection conferred by marks is indefinite but the protection conferred by other intellectual property rights is subject to a time-limit imposed by the legislature. That limit results from the balance
which is struck between the public interest in protecting innovation and creativity, on the one hand, and the economic interest based on the possibility of exploiting the intellectual achievements of other persons to promote future socio-economic development, on the other.Exercise of a trade mark right in order to extend an exclusive right to
immaterial assets protected by other intellectual property rights could — after those rights have expired — jeopardise the balance of interests which the legislature established inter alia by limiting the scope of protection conferred by those other rights.24That the rationale of the substantial value ground is to avoid an undue extension in the
protection afforded under other IPRs is not surprising considering its historical origin. However, over time, some doubts have also arisen because of the very language employed in case law. So, for instance, in Philips, the CJEU appeared to limit this rationale to the second indent of Article 3(1)(e) of the Directive 89/104,25 although in his Opinion in
that case, AG Ruiz-Jarabo Colomer had not made any particular distinction between the various shape-related grounds.26 Indeed, in his Opinion in Linde, still Ruiz-Jarabo Colomer confirmed that also the other grounds in that provision are animated by the same rationale:[T]he purpose of excluding from trade mark protection three-dimensional signs
which are exclusively dictated by the nature of the product, by the need for a technical result or by the need to give substantial value, reflects the paramount concern not to permit individuals to use trade marks to perpetuate exclusive rights over natural forms, technical developments or aesthetic designs. 27Even if historically the cumulative
protection of the same object under different IPRs was disallowed in certain jurisdictions on consideration of the demarcation between the subject matter protected by patent, copyright and trade mark law,28 shapes (or other characteristics) are currently not precluded from being simultaneously protected by different IPRs29 and no impediments
subsist for a shape previously protected by a now-expired IPR to be registered as a trade mark.30 Overlaps in IPR protection are also the result of the progressive expansion of the scope of the various rights beyond their original remit and are not necessarily problematic per se, considering the multifaceted nature of many objects or invention or
creation,31 the different rationale underlying the various rights, as well as the different protection available under each of them. So, for instance, the doing of a certain act might constitute infringement under more than one IPR and the availability of a defence under one of those rights (eg trade mark exhaustion) would not prevent a finding of
liability under the other rights (eg copyright).32 All this said, however, under EU trade mark law pre-existing IP protection might weigh against the possibility of trade mark registration (see further at Section 3.2) or call for scrutiny under other absolute grounds (see further at Section 5.2).Overall, nothing in Article 7(1)(e)(iii) EUTMR/4(1)(e)(iii)
EUTMD suggests that the rationale of the ground for refusal to register covered by that provision is different from the rationale that the case law ascribes to the grounds for refusal covered by the other indents in that provision.33 This said, the anti-monopoly justification is somewhat weaker for substantial value conferring shapes than what is for
shapes exclusively determined by the nature of the good or by their technical and functional features.34 Yet, in Philips, the CJEU did not distinguish between the various indents of Article 3(1)(e) of Directive 89/104 when it stated that that provision is aimed at avoiding an undue restriction of competition.35 Subsequent case law has confirmed the
relevance of this rationale also with specific regard to the substantial value exclusion36 and the EFTA Court in the Vigeland case expressly referred to the reasoning in Philips.37 All this said, in his First Opinion in Louboutin, AG Szpunar considered that the purpose of the substantial value exclusion is to exclude the distortion of competition on the
market concerned as resulting from the reservation thereof to a single undertaking38:[T]he provision in question is designed to prevent the monopolisation of external features of goods which are essential to their market success, and thus to prevent the protection conferred by the mark being used to gain an unfair advantage; that is, an advantage
which does not result from competition based on price and quality.39In this sense, the basic rationale of Article 7(1)(e) EUTMR/4(1)(e) EUTMD is to prevent trade mark law from being exercised for a purpose (the monopolization of the basic characteristics of a product), which is incompatible with it.40 All this appears justified more by a broader
public policy stance, rather than issues inherent to individual IPRs per se, that is to say by external—rather than internal—limitations to IP protection. Consideration of a fundamental rights perspective confers further strength to the argument that trade mark protection should be limited in these instances. Since the 2007 Treaty of Lisbon,41 the
Charter of Fundamental Rights of the European Union (the ‘Charter’) had the status of primary source of EU law, and references to its provisions—notably IP protection within the right to property (Article 17(2) of the Charter), freedom of expression/information (Article 11), and freedom to conduct a business (Article 16)—have appeared in relevant
EU case law (especially at the CJEU level) with increasing frequency.42 This has been so also in trade mark law. Recently, in his Opinion in the Fack Ju Goethe case, AG Bobek noted that the scope of application of the Charter and the fundamental rights guaranteed therein extends to any activity or omission of EU institutions and bodies, including the
EUIPO. As a result, also in the trade mark field, different rights and interests must be appropriately balanced by competent authorities.43 3. Interpretation and application of the ground A sign that consists exclusively of a shape or another characteristic that gives substantial value is excluded from registration. Article 7(1)(e) EUTMR/4(1)(e) EUTMD
also excludes from registration signs that consist exclusively of a shape or another characteristic that (i) results from the nature of the goods themselves or (ii) and is necessary to obtain a technical result. As said, the rationale of these three grounds is similar, in the sense that they prevent an undue extension of the life of other IPRs that legislature
has made subject to limited duration.44 The three grounds in Article 7(1)(e) EUTMR/4(1)(e) EUTMD may apply cumulatively to the same shape and each of them must be applied independently of the others.45 The provision does define neither the concept of ‘shape’ nor that of ‘another characteristic’ (on the latter, see further below at Secttion 4), but
the former is not confined to three-dimensional shapes: it also applies to other categories of marks, such as figurative signs representing shapes.46 Whether a sign consists ‘exclusively’ of a ‘forbidden’ shape or another characteristic depends on what the essential characteristics, ie the most important elements, of the sign at issue are. The
assessment, conducted on a case-by-case basis, serves to discriminate between signs which, despite the presence of one or more minor arbitrary elements, will fall within the scope of application of the ground and signs which will not, due to the fact that they incorporate additional, distinctive matter.47As mentioned, there is relatively scarce case law
on the substantial value ground, which includes surprisingly unambitious or even altogether contradictory rulings. There are judgments—like those of the CJEU in Louboutin and Textilis—that are characterized by a cautious approach and shed little light on how the ground is to be interpreted (also post-reform). Then there are decisions that show a
contradictory approach in relation to nearly identical subject matter,48 even in a context in which the assessment of whether a certain shape or characteristic confers a substantial value is not monolithic and may change over time.49In relation to the scrutiny required under Article 7(1)(e)(iii) EUTMR/4(1)(e)(iii) EUTMD, various questions have arisen
before both EU courts and the EUIPO, such as: is this to be conducted with regard to the sign’s representation alone? Does it entail a simple visual analysis or a detailed examination? What is the role of the average consumer? What evidence is to be considered? Is the trade mark owner’s reputation relevant? Although the required scrutiny is in
principle one in which only the shape or characteristic is taken into account, to determine whether a shape or another characteristic actually adds ‘substantial value’, an evaluation in abstracto appears difficult, if possible at all, to undertake. Thus, the consideration of different factors is required. 3.1 Notion of ‘substantial value’ ‘A shape gives
substantial value to a product if it has the potential to determine to a large extent the consumer’s behaviour to buy the product.’50 In Hauck, a referral made in the context of an application for the annulment of the Benelux trade mark registration of a sign corresponding to the Tripp Trapp children represented below, the CJEU rejected a narrow
reading of the concept of ‘substantial value’. It ruled out that this notion could only be referred to the shape of products having solely artistic or ornamental value: holding otherwise would entail a risk that products which have essential functional characteristics as well as a significant aesthetic element would fall outside the scope of application of the
ground, with the result that its underlying anti-monopoly rationale would be circumvented.51In order to determine whether the relevant public buys because the shape is the only or one of the essential selling features of the product at issue, it is necessary to consider the aesthetic, economic and commercial value of such shape. For a shape to
possess substantial value, such value must come directly from the shape for which protection is sought. In this sense, the notion of value entails the likelihood that a certain product will be purchased (and chosen over other products of the same kind) primarily because of its particular shape. However, in an appeal concerning registration of the threedimensional sign pictured below, the OHIM Third Board of Appeal noted that: ‘the fact that the shape may be pleasing or attractive is not sufficient to exclude it from registration. If that were the case, it would be virtually impossible to imagine any trade mark of shape, given that in modern business there is no product of industrial utility that has not
been the subject of study, research and industrial design before its eventual launch on the market.’52In all this, however, the presumed perception of the sign by the average consumer is not decisive, also because it is generally the case that an examination on absolute grounds takes place by ex ante prognosis and is based on an objective analysis.53
With the exclusion of the assessment of distinctiveness, where the perception of the target public must be taken into account to determine whether the sign at issue is capable of functioning as a trade mark, the other grounds do not appear to impose any obligation on relevant authorities to consider the average consumer’s perception in the relevant
assessment.54 Nonetheless, such perception might be and has been considered a relevant criterion for the competent authority when identifying the essential characteristics of the sign at issue,55 eg when the design is an element which will be very important in the consumer’s choice even if the consumer also takes other characteristics of the goods
at issue into account.56 It follows that the average consumer’s perception serves to appreciate whether the aesthetic value of a shape or another characteristic is per se decisive for determining the commercial value of the product and the consumer’s choice.57In his Additional Opinion in Louboutin, AG Szpunar considered that account should be
taken of both the perception of the sign at issue by the relevant public and the economic effects, which would result from reserving that sign to a single undertaking.58 He also noted that the outcome of said assessment might change over time. Since the substantial value ground is aimed at allowing ‘a characteristic to remain available for all market
participants over the period during which that characteristic has a particular effect on the value of the goods’, when this is no longer the case, for instance on account of changes in the public’s preferences which result in that characteristic being no longer sought and valued by the public, then the substantial value exclusion may no longer apply to a

certain shape (or characteristic).59In all this, it is also clear that the notion of value is different from that of reputation because what the law requires for the substantial value exclusion to apply is only that consumers’ choice will be affected by the aesthetic features of the shape, not by the reputation of the trade mark owner or other trade marks also
used to identify those same goods.60 AG Szpunar emphasized all this, in particular in his Additional Opinion in Louboutin:[I]f the concept of a ‘shape [giving] substantial value to the goods’ were to be acknowledged as being, even in part, determined by characteristics which are perceived as attractive by the public, it would then be necessary to
exclude the characteristics linked to the reputation of the trade mark or its proprietor, in order to prevent the appeal created by that reputation being attributed to a shape which, taken on its own, would not be attractive. Otherwise, the ground for refusal or invalidity laid down in Article 3(1)(e)(iii) of Directive 2008/95 could be interpreted very
broadly and improperly having regard to its objective.61Put it otherwise, the question to be asked is the following: is the shape or characteristic in question the one which gives substantial value to the good, or is it rather the reputation of the trade mark represented by that particular sign or the reputation of the trade mark owner that confer such
value? In the case of the Louboutin red sole sign (pictured below), does the substantial value stem from the application of that particular shade of red to a specific part of the shoe (the sole), or does it rather descend from the reputation of Louboutin?62Attractiveness flowing from reputation alone does not lead to the application of the substantial
value exclusion: holding otherwise would run contrary to an important aspect of the system of competition which trade mark law helps to maintain, that is the possibility of acquiring such a reputation.63 The analysis should thus exclusively focus on the intrinsic value of the shape, without taking into account the attractiveness of the goods as flowing
from the reputation of the mark or its proprietor.64The fact that a certain shape was previously protected by a different IPR might also favour a finding that such shape is caught within the substantial value exclusion. Whilst a conclusion of this kind is not surprising considering the key rationale of the ground, it also suggests that a careful IP
protection strategy should be envisaged by concerned IPR holders and aspiring trade mark owners.65 For instance, registration of a design right might make it harder to obtain subsequently trade mark protection for a shape. This is the conclusion that the High Court of England and Wales substantially reached in a case concerning registration of the
shape of a London taxi. Arnold J (as he then was) reasoned that the circumstance that The London Taxi Corporation Limited had a registered design for the TX1 model (shown below) favoured a finding that, indeed, its shape conferred a substantial value to the good. However, the assessment would not be different if such design registration had not
been sought (as it was the case for the Fairway model, also pictured below), insofar as protection would be available in principle.66On appeal, it was noted how it is not entirely clear ‘whether, in addressing substantial value, one should take into account or ignore the fact that consumers will recognise the shape’. However, if consumer recognition is
required, then the assessment is not ‘only to “the shape itself”’, and the same is true if one has to take into account ‘the relevance of the presence or availability of design protection in fact’. The Court of Appeal of England and Wales found that these are issues in respect of which no clear guidance is available yet.67 3.2 Type of assessment In its case
law, the CJEU has been consistent in holding that ‘the competent authority may carry out a detailed examination that takes into account material relevant to identifying appropriately the essential characteristics of a sign, in addition to the graphic representation and any descriptions filed at the time of the application for registration’.68 The
representation of the shape applied for is relevant and an inquiry into the hidden characteristics which are not visible in the shape represented is not required.69 However, the assessment should not be limited to the sole representation of the sign. It should in fact take into account ‘additional information’,70 which encompasses material relevant to
identifying the essential characteristics of the contested mark.71 In any event, the circumstance that a certain mark has been registered as a figurative mark or is described as, eg a position mark (as it was the case of the Louboutin red sole trade mark) has no bearing in the determination as to whether the substantial value ground applies.72 This is
important (and was even more so pre-reform, when the absolute ground only expressly referred to ‘shape’) because it prevents a trade mark applicant/owner from circumventing the application of the absolute ground so that examination under Article 7(1)(e) EUTMR/4(1)(e) EUTMD is possible irrespective of whether the application or registration
explicitly states that the mark at issue is in fact a shape mark.73In relation to the question whether the assessment is to be conducted by carrying out a simple visual analysis or whether, instead, a detailed examination is to be undertaken, case law has allowed both approaches, depending on the circumstances at issue. If a detailed examination is to
be undertaken, surveys, expert opinions, data relating to IPRs conferred previously in respect of the goods concerned may be all taken into account.74 With specific regard to substantial value shapes, the criteria to be considered—besides the average consumer’s perception—include:the nature of the category of goods concerned,the artistic value of
the shape in question,its dissimilarity from other shapes in common use on the market concerned,a substantial price difference in relation to similar products, andthe development of a promotion strategy which focuses on accentuating the aesthetic characteristics of the product in question so that it is necessary to assess the overall relevance the
manufacturer gives to the shape of their product as a marketing tool.75A shape or another characteristic might possess substantial value per se, and the choice of a particular shape, eg a diamond-shaped bottle as a container for beverages, might be indicative of a strategy aimed at communicating certain ideas (expense and exclusivity) and, thus,
targeting consumers who would purchase the product because of the aspect of the container, rather than because of its content.76It might also be the case that such value has been acquired through the applicant/owner’s own marketing strategies and efforts.77 Overall, in Hauck, the CJEU made it clear that the assessment to be undertaken is a
multi-faceted one that goes beyond the external appearance of the shape product78 and is also intended to depend on the circumstances at hand.79 In any event, as it will be discussed further below in Section 5.1, assuming that a shape or another characteristic is able to ‘escape’ application of the substantial value ground, trade mark protection may
remain nonetheless challenging to obtain and present ‘enormous challenges’.80 4. ‘Another characteristic’: an actual change? A question that has arisen in the aftermath of the 2015 reform is whether the addition of ‘another characteristic’ to the language of Article 7(1)(e) EUTMR/4(1)(e)EUTMD has altered the scope of the exclusions envisaged
therein. Pre-reform, arguments were advanced that the approach to functionality in EU trade mark law was limited to ‘shapes’ and that it should be broadened instead, so to ‘cover not only shapes, but other functional characteristics of a product as well’.81 Following the reform, some commentators have submitted that the alteration of the language
has served to compensate for the relaxation of the representation requirement (no longer a graphical representation, but merely representation in an appropriate form) and the seemingly lower threshold under Article 4(b) EUTMR/3(b) EUTMD. In other words, the reformed language of the absolute ground in Article 7(1)(e) EUTMR/4(1)(e)EUTMD
would serve to contrast registration of certain signs that would now have better chances to overcome the representation hurdle.82 The result would thus be an increased risk that certain types of non-traditional marks, which could be considered as giving substantial value to the goods, could be rejected or invalidated without the possibility of relying
on, eg inherent or acquired distinctiveness.83The view that the addition of ‘another characteristic’ in the language of the ground has altered its scope of application is not convincing. First, both the EUTMR and the EUTMD contain recitals in their preambles that spell out and—thus—codify the seven (infamous) Sieckmann84 criteria. This means that
a representation might be in any appropriate form, but will still need to satisfy the requirements of it being clear, precise, self-contained, easily accessible, intelligible, durable and objective (Recitals 10 EUTMR and 13 EUTMD). All this suggests that the presumed relaxation of the representation requirement does not necessarily entail an actual
lowering of the threshold to registration. Secondly, there is a wealth of pre-reform case law that suggests that the scope of the absolute grounds in what is now Article 7(1)(e) EUTMR/4(1)(e)EUTMD has never been just limited to three-dimensional signs.85 The CJEU put it bluntly in its Storck decision, when it considered that case law developed in
relation to three-dimensional trade marks consisting of the appearance of the product itself also applies where, as in the case at issue, the trade mark applied for is a figurative mark consisting of the two-dimensional representation of that product.86 Again in its Study on the Overall Functioning of the European Trade Mark System, the Max Planck
Institute for Intellectual Property and Competition Law considered that the notion of ‘shape’ as found in the pre-2015 reform legal texts would need to be interpreted rather broadly.87 All this is also further confirmed by the fact that, as also noted by the referring court in Louboutin, the various language versions of the EUTMR and EUTMD (also prereform) suggest indeed that the concept of ‘shape’ has never been limited to three-dimensional signs: ‘forme’ (French), ‘forma’ (Italian), ‘Form’ (German), ‘vorm’ (Dutch), etc are all terms that may be employed indistinctly to refer to three-dimensional and two-dimensional shapes. In practice, the classification of the sign as two-, rather than as threedimensional, has never excluded that: (i) at the time of seeking registration, scrutiny of the application could also be conducted having regard to specific shape-related grounds or the enhanced distinctiveness requirement for three-dimensional signs and (ii) at the time of enforcing the rights in a registered two-dimensional sign, courts have accepted
that such trade marks could be infringed by the use of three-dimensional signs.88 4.1 A mere clarification In its two most recent decisions on the substantial value ground, Louboutin (this case was however referred and decided under Directive 2008/95) and Textilis, the CJEU regrettably failed to provide express guidance on whether the addition of
‘another characteristic’ altered the scope of the exclusion. In Textilis, in particular, the Court limited itself to tackling the question asked, that is whether the reformed language would have retroactive application.89 The CJEU answered in the negative, considering the need to safeguard legal certainty and legitimate expectations,90 but did not
address whether ‘another characteristic’ was part of the substantial value ground even before the 2015 reform. It found that a sign like the one at issue (pictured below), which consists of two-dimensional and decorative motifs and which is affixed to goods such as fabric or paper, contains lines and contours. However, even if that sign represents
shapes which are formed by the external outline of drawings representing, in a stylized manner, parts of geographical maps, it also contains decorative elements which are situated both inside and outside those outlines, as well as word elements (‘Manhattan’). As such, it would not be indissociable from the shape of the goods to which it is affixed, the
form of which differs from the decorative motifs.91Previously, in Louboutin, the Grand Chamber of the CJEU had limited itself to holding—laconically—that a sign like the one at issue in the background proceedings ‘cannot be regarded as consisting “exclusively” of a shape, where, as in the present instance, the main element of that sign is a specific
colour designated by an internationally recognised identification code’.92 This said, in his Opinions in that case, AG Szpunar reviewed the reformed ground and submitted that the change in language would not entail a change in its scope of application. He opined that EU legislature had merely intended to clarify the ground, not changing it. This
would follow from consideration that the EUTMD does not contain any transitional provisions aimed at safeguarding trade mark owners’ legitimate expectations as regards signs registered under the previous regime.93 The AG reiterated this view in his subsequent Additional Opinion, also rejecting the argument advanced by UK Government that
other changes, eg those concerning the own name defence in what is currently Article 14 EUTMD, were not accompanied by transitional provisions either. The AG noted that the own name defence is a limitation on the exclusive rights of a trade mark owner, while the amendments introduced by the EUTMD do not limit a trade mark owner’s rights.94
In addition to the AG’s considerations, the analogy proposed by the UK Government is also unconvincing for another reason: whilst the amended defence relates to prima facie infringing activities committed after the entry into force of the relevant instruments, an actual change to an absolute ground for registration or invalidity would potentially have
retroactive effects and affect registrations obtained before the entry into force of the relevant legislative instruments.95Earlier CJEU case law also supports the conclusion that the addition of ‘another characteristic’ has not altered the scope of the ground.96 This is especially so because, in approaching the way in which the ‘essential characteristics’
of a sign are to be identified, the CJEU did not limit the relevant assessment to the shape alone. So, in Hauck, the Court stated that ‘the fact that the shape of a product is regarded as giving substantial value to that product does not mean that other characteristics may not also give the product significant value’97 and that the concept of ‘shape which
gives substantial value to the goods’ cannot be limited purely to the shape of products having only artistic or ornamental value.98 This approach had been also previously employed in relation to Article 7(1)(e)(ii) of Regulation No 40/94 in Lego Juris, in which the CJEU found that ground not to be limited to shapes: what is required for its correct
application is an identification of the ‘essential characteristics’ of a three-dimensional sign. The concept of ‘essential characteristics’ ‘must be understood as referring to the most important elements of the sign’.99The GC decision in Yoshida Metal Industry, concerning registration of the sign pictured below, also suggests an expansive reading of the
notion of ‘shape’.Right before recalling that the rationale for the absolute ground in Article 7(1)(e)(ii) is to prevent trade mark protection from granting its proprietor a monopoly over technical solutions of functional characteristics of a product that a user is likely to seek in the products of competitors,100 the GC held in fact that:Article 7(1)(e) of
Regulation No 207/2009 does not, however, define the signs which must be considered as shapes within the meaning of that provision. It makes no distinction between three-dimensional shapes, two-dimensional shapes, or two-dimensional representations of three-dimensional shapes. Hence, it must be held that Article 7(1)(e) of Regulation No
207/2009 may therefore apply to two-dimensional shapes.101A two-dimensional sign could be indeed treated as a three-dimensional one, depending on ‘the actual use made of the trade mark following its registration’.102In all this, in EU case law,103 the clearest confirmation that the notion of ‘shape’ would be limited to neither three-dimensional
shapes nor shapes tout court comes from the GC and CJEU decisions concerning, respectively, registrability of the Louis Vuitton’s Damier Canvas pattern mark and the validity of Louis Vuitton’s locking device.In their judgments, both the GC and CJEU limited their assessment to distinctiveness. However, they suggested that a two-dimensional sign
might be treated like a three-dimensional sign when they relied on relevant case law on distinctiveness of three-dimensional signs, including the ‘substantial departure’ requirement for distinctiveness.104 Indeed, ‘the line of authority that evolved in relation to three-dimensional trade marks consisting of the appearance of the product itself also
applies where the trade mark applied for is a figurative mark consisting of the two-dimensional representation of that product. In such cases, the mark likewise does not consist of a sign independent of the appearance of the products it designates’.105In sum, it appears that—despite the formal changes made in the context of the 2015 trade mark
reform to both the representation requirement and the language of the absolute grounds in what is now Article 7(1)(e) EUTMR/4(1)(e) EUTMD—the substantive scope of protection has not been really altered. In this sense, the stance of the CJEU in Textilis, ie that there is no retroactive application of the reformed substantial value ground, is formally
correct. However, it might be incorrect to think that only substantial value conferring three-dimensional signs registered prior to the entry into force of the new EUTMR and EUTMD are exposed to the risk of invalidation post-reform. Trade marks consisting exclusively of a two-dimensional shape or another characteristic that gives substantial value to
the goods may also be liable to be invalidated, irrespective of when they were registered. 4.2 Scope and assessment Having considered that addition of ‘another characteristic’ should not be necessarily intended as a change in the law, a number of issues arise concerning its interpretation, including: whether a two-dimensional or other types of sign
(eg a colour, pattern, sound106) considered on its own might be regarded as being ‘another characteristic’; and how ‘another characteristic’ is to be assessed in order to determine the applicability of the substantial value ground. Starting from the latter, there appear to be no particular reasons which justify a different assessment of whether ‘another
characteristic’ confers a substantial value to the goods from that reserved to substantial value-conferring shapes. First, the essential characteristics of the sign at issue must be identified.107 Then, an assessment of the overall impression that a sign produces is to be conducted. These steps allow the correct application of the substantial value ground,
which ‘requires that all of the essential characteristics of the sign at issue be properly identified, on the basis of the overall impression produced by that sign’.108 Even if it is true that how a sign is categorized does not preclude it from being considered in a different way, this does not mean that any ‘characteristic’ that gives a substantial value would
fall within the scope of application of the ground. With regard to colours, this has been clearly the case since the Libertel decision, in which the CJEU suggested that colours per se, which are not spatially delimited, do not fall within the absolute ground for shapes.109 What is required for a colour or another characteristic to potentially fall within the
scope of application of the substantial value ground is its application to an element of the surface of the goods110 and a determination that it is indeed because of that characteristic that the relevant public buys the product incorporating it. For ‘another characteristic’ to fall within the ground in principle, it is required that it is both spatially delimited
and indissociable from the goods. In Textilis, in fact, the CJEU appeared to endorse the approach indicated by AG Szpunar in his First Opinion in Louboutin. The Court indicated the need for a pattern to be spatially delimited for the substantial value ground to apply, and excluded that the sign at issue would fall within the scope of application of that
ground: a sign is not indissociable from the shape of the goods if it is affixed to goods, the form of which differs from the decorative motifs that compose the sign.111 This said, the fact that the characteristics giving substantial value to the goods are, in part, determined by the public’s perception does not mean that account is to be taken of the
reputation of the trade mark or its proprietor as part of the assessment.112 Even if potentially falling within the scope of application of the ground, this may nonetheless be inapplicable due to the fact that the sign at issue would not confer a substantial value per se, as the actual substantial value would instead stem from the reputation of the trade
mark or its proprietor. In any case, public policy considerations (including pro-competitive ones) underpin the decision whether to allow registration of signs falling within the scope of Article 7(1)(e) EUTMR/4(1)(e) EUTMD. 5. Can other absolute grounds do the job (better)? Even if recent CJEU case law (notably Hauck) has sought to shed further light
on the rationale and scope of the substantial value ground—including the fact that its purpose is not just to prevent trade mark protection from unduly extending the protection granted under copyright and design rights, but also potentially patents113—uncertainties remain in relation to a number of key aspects. All this gives rise to the question
whether, as suggested by the Max Planck Institute, other absolute grounds for refusal or invalidity might be more appropriate to rely upon also to achieve the stated objectives of the substantial value ground. 5.1 Distinctiveness, descriptiveness and bad faith Whilst it might be the true that consideration of distinctiveness alone could be enough in
most cases to prevent registration of substantial value conferring shapes or other characteristics, the justifications underpinning Article 7(1)(b) EUTMR/4(1)(b) EUTMD differ from Article 7(1)(e) EUTMR/4(1)(e) EUTMD, and the grounds operate under different logics. Distinctiveness relates to the ability or inability of a sign to function as a trade
mark. The grounds in Article 7(1)(e) EUTMR/4(1)(e) EUTMD apply irrespective of and even if the sign at issue functions as a trade mark because their rationale is to prevent the misuse of trade mark registration: instead of seeking registration to be able to operate in a system of undistorted competition, registration would serve for the opposite
reasons, that is to gain an unfair advantage over competitors.114 As such, assessment of whether the absolute grounds in Article 7(1)(e)/4(1)(e) apply logically precedes that of distinctiveness, as the effects arising from their subsistence are irreversible: a shape or another characteristic that is caught within the scope of the provision cannot be ‘saved’
by inherent or acquired distinctiveness. The language of Article 7(3) EUTMR/4(3) EUTMD is clear, and the CJEU has confirmed all this since the Philips decision.115In any case, when it comes to assessing distinctiveness of a three-dimensional sign, case law has held that the relevant criteria are in principle no different from those applicable to other
categories of trade marks.116 However, what is required in practice is a substantial departure from the norm or customs of the reference sector, on consideration that the average consumer would not be ‘in the habit of making assumptions about the commercial origin of goods on the basis of signs which are indissociable from the appearance of
those same goods’.117 In addition, the question whether acquired distinctiveness needs to be proved with regard to whole territory of the EU remains ‘highly controversial’ and guidance from the CJEU is still awaited.118 In any event, one should not think that the distinctiveness hurdle facing three-dimensional sign is necessarily limited to them. In
his Additional Opinion in Louboutin, in fact, AG Szpunar recalled that in X Technology Swiss,119 the CJEU did not uphold one part of a ground of appeal relied on by the applicant (who was seeking to register a sign characterized by an orange colouration in the form of a hood covering the toe of each article of hosiery, represented below), ie that the
GC had incorrectly failed to distinguish between three-dimensional marks and position marks when assessing the distinctive character of the sign.The CJEU did not reject the GC’s finding that, to establish whether or not a sign has distinctive character, it is not necessary to consider its classification as a figurative, three-dimensional or other mark,
but rather whether or not the sign is indistinguishable from the appearance of the goods in question.120Considering the rationale of the absolute ground in Article 7(1)(e) EUTMR/4(1)(e) EUTMD, there may be more points of similarity between this ground and those relating to descriptiveness (Article 7(1)(b) EUTMR/4(1)(b) EUTMD) and bad faith
(Article 7(2) EUTMR/4(2) EUTMD). Descriptiveness as an absolute ground also pursues the public interest objective of keeping signs or indications relating to the characteristics of goods or services in respect of which registration is applied for free for everyone to use.121 The CJEU has clarified that this ground applies to any trade mark, including
product shapes, which consists exclusively of a sign or indication which may serve to designate the characteristics of goods or a service within the meaning of that provision.122 This said, unlike the exclusion in Article 7(1)(e) EUTMR/4(1)(e) EUTMD, and similarly to Article 7(1)(b) EUTMR/4(1)(b) EUTMD, this absolute ground can be overcome, eg on
consideration that the combination of descriptive elements at issue is not simply descriptive123 or that the average consumer does not perceive the sign as descriptive.124Turning to bad faith, in Lindt, the CJEU was asked to clarify whether the bad faith absolute ground applies in the case of an application made despite awareness that a competitor
in (at least) one Member State is using the same sign, or one so similar as to be capable of being confused with it, for the same or similar goods or services, and such application is aimed at preventing that competitor from continuing use of the sign.125The Court provided a qualified response, holding that—to determine bad faith—account must be
taken of all relevant circumstances, in particular: the fact that the applicant knows or must know that a third party is using, in at least one Member State, an identical or similar sign for an identical or similar product capable of being confused with the sign for which registration is sought; that they aim to prevent that third party from continuing to
use such a sign; and the degree of legal protection enjoyed by the third party’s sign and by the sign for which registration is sought.126 In a case in which the sign consists of the entire shape and presentation of a product, the fact that the applicant is acting in bad faith might more readily be established where the competitors’ freedom to choose the
shape of a product and its presentation is restricted by technical or commercial factors. However, the Lindt holding is rather specific and the Court warned that, even in such circumstances, the applicant’s registration of the sign may be in pursuit of a legitimate objective.127 All this said, in the case of the substantial value ground, the goal is not to
repress a subjective behaviour of the applicant (as is the case of bad faith), but rather to prevent the use of the trade mark system to unduly extend IP protection vesting in a certain ‘object’. In this sense, whilst bad faith requires a scrutiny of the subjective state/intention of the applicant, the substantial value ground operates mostly on an objective
basis and pursues a more general policy objective of trade mark ‘sanitization’. 5.2 Public policy and morality The most comprehensive judicial assessment of how the absolute ground for public policy and morality might apply in the context of trade mark registrations for signs previously protected by copyright is arguably the decision of the EFTA
Court in Vigeland. On consideration that a number of artworks by Norwegian artists, notably those of Gustav Vigeland, would soon enter the public domain under the Norwegian copyright law, the Oslo Municipality (which managed several of these copyrights) sought to register six artworks by Vigeland as trade marks.The Norwegian Industrial
Property Office (NIPO) rejected some applications tout court, due to their lack of distinctiveness or because the signs consisted of a shape that adds substantial value to the goods. Some registrations were granted in respect of certain goods and services. The Oslo Municipality appealed to the Board of Appeal. In addition to the grounds considered by
NIPO, the Board also noted that registration might be refused on grounds of public policy and morality. The Board referred the case to the EFTA Court for guidance.The EFTA Court considered inter alia the interplay between the public domain and copyright protection, holding that the latter would be an exception to the rule that creative content
becomes part of the public domain once communicated, as well as the rationale of copyright and trade mark protection.128 Because of the potentially everlasting exclusivity afforded to a trade mark owner, several conditions must be satisfied for a trade mark to be registered. The court considered that a trade mark based entirely on a copyright work
presents ‘a certain risk of monopolisation of the sign for a specific purpose, as it grants the mark’s proprietor such exclusivity and permanence of exploitation which not even the author of the work or his estate enjoyed’.129 Hence, ‘[t]he interest in safeguarding the public domain … speaks in favour of the absence of individual protection for, or
exclusive rights to, the artwork on which the mark is based.’130 The court observed that absolute ground in what is currently Article 7(1)(f) EUTMR/4(1)(f) EUTMD refers to ‘public policy’ and ‘morality’: in certain cases, these two limbs overlap, but these concepts are not synonyms. Refusal based on ‘public policy’ is done on objective criteria, whilst
an objection to a trade mark based on ‘accepted principles of morality’ concerns an assessment of subjective values.131In a case like the one at issue, both public interest and morality could be at stake. Starting from the latter, on the one hand, registration of those artworks would not be offensive per se. On the other hand, trade mark registration of
artworks that are considered part of a certain nation’s cultural heritage and values might be perceived by the average consumer as offensive, and therefore be contrary to accepted principles of morality.132 Moving on to public interest considerations, which may vary from country to country and change over time, ‘an artwork may be refused
registration, for example, under the circumstances that its registration is regarded as a genuine and serious threat to certain fundamental values or where the need to safeguard the public domain, itself, is considered a fundamental interest of society’.133 In this sense, the public policy/morality exclusions is somewhat more ‘absolute’ than that in
Article 7(1)(e) EUTMR/4(1)(e) EUTMD, in that it does not require consideration of the classes of goods and services for which registration is sought.134 At the same time, it also applies in very specific—if not exceptional—circumstances, ie where registration is sought for a sign that consists exclusively of a work pertaining to the public domain and
the registration of which constitutes a genuine and sufficiently serious threat to a fundamental interest of society. The mere fact that a work is protected or was previously protected by copyright is not sufficient to justify application of the ground, since ‘in principle, nothing prevents a sign from being protected under both trade mark and copyright
law’.135 From all this it follows that the public policy/morality absolute ground and the substantial value ground remain distinct and pursue different objectives: registration as a trade mark of public domain work is not contrary to public policy or accepted principles of morality per se, as one needs to consider the status and
perception of the artwork at issue in the jurisdiction where registration is sought. In this sense, ‘the risk of misappropriation or desecration of a work’ may be a relevant consideration in certain, specific instances. 6. Revamping the role of the substantial value ground The preceding analysis has shown that, despite a number of shortcomings, the
substantial value ground performs an important role which cannot be entirely subsumed in other grounds. As such, it should be retained. A final question is whether the operation and application of the substantial value ground might be improved in some way. Two points, which are closely connected and are somewhat interdependent, are offered in
response.The first calls for a closer scrutiny of the possibility that different IPRs subsist on the same ‘object’ simultaneously and at what conditions all this should be possible. With particular regard to shapes or other characteristics that give a substantial value, the ‘default’ IPRs are copyright and designs. Even if it appears that Article 17 of the
Design Directive136 leaves in principle EU Member States free to determine at what conditions copyright protection would arise in respect designs protected by design rights, in Infopaq,137 the CJEU removed the possibility of envisaging different standards of protection for different copyright subject matter. In the subsequent decision in Flos, the
CJEU held that, while unregistered designs are outside the scope of the Design Directive, they may qualify for copyright protection under the InfoSoc Directive ‘if the conditions for that directive’s application are met’,138 ie if they are their author’s own intellectual creation.139 In that case, the CJEU held that EU law prohibits Member States from
denying copyright protection to designs that meet the requirements for copyright protection—including designs other than registered ones (subject to Article 17)—and suggested (albeit rather ambiguously) that Member States cannot set any particular requirements as to how protection is to be secured. The implication of all this is that—if a design is
eligible for protection under the InfoSoc Directive and is, as such, original in the sense clarified by the CJEU—then Member States cannot deny such protection. Such a reading of the Flos case is the one that AG Jääskinen proposed in Donner.140 It is also the conclusion that both AG Szpunar in his Opinion and the CJEU in its judgment substantially
shared in Cofemel.141 This was a referral concerning the conditions at which a design may be protected by copyright and whether it is compatible with EU law that a certain national law requires a design to be a ‘work of art’, an ‘artistic creation’ for copyright to vest in it. With its decision, the CJEU clarified that copyright protection for designs could
no longer be subject to an originality threshold other than that of ‘author’s own intellectual creation’. This means that national approaches, which make copyright protection dependent on the design displaying a high level of artistic value (as it has traditionally been the case, eg under the Italian scindibilità approach and the German Stufentheorie),
are no longer allowed. In contrast, the principle of unity of the art, as found, eg in French law, is to be applied across the EU in relation to all copyright subject matter. All this means that, in certain countries, it might become all at a sudden easier for an object to be protected by both design rights and copyright, especially if national courts do not
undertake a thorough scrutiny of the fulfilment of the originality requirement, as instead mandated by the CJEU in Cofemel.142 On the one hand, it might make trade mark registration of a sign consisting of the design less pressing from a strategic standpoint, in that copyright protection might be easier to claim successfully also in countries which
have traditionally had an artistic value requirement. On the other hand, it might also render trade mark protection more difficult to obtain. In fact, since the CJEU in Hauck suggested that prior IP protection is one of the factors that might weigh in favour of a finding that the shape or characteristic at issue confers a substantial value to the goods, the
fact that both design and copyright protection might be in principle available could make the application of the substantial value ground more likely. In this sense, the role of the substantial value ground could be revamped and serve to monitor and contain any attempts to use trade mark law to unduly extend the IP protection available to an ‘object’,
irrespective of whether said object is capable of functioning as a trade mark. As a result, there could be greater room for the ground to fulfil its role.This leads to a second point, which relates to what an authority should take into account when determining whether a sign consists exclusively of a shape or another characteristic that gives a substantial
value to the goods. Overall, what EU case law requires one to consider is the following. First, consideration should be taken of the sign representation and any accompanying descriptions and other material, although the sign classification is not in any case decisive. Secondly, the notion of ‘value’ is not just commercial, but also entails an assessment
of the sign’s own attractiveness. Thirdly, the perception of the average consumer may be taken into account but is not decisive. In all this, consumer taste might change over time. Fourthly, the assessment should also consider: the nature of the category of goods concerned; the artistic value of the shape in question; its dissimilarity from other shapes
in common use on the market concerned; a substantial price difference in relation to similar products; the development of a promotion strategy which focuses on accentuating the aesthetic characteristics of the product in question so that it is necessary to assess the overall relevance the manufacturer himself gives to the shape of his product as a
marketing tool; whether the sign at issue was previously protected by other IPRs. Fifthly, the three grounds in Article 7(1)(e) EUTMR/4(1)(e) EUTMD may apply cumulatively to the same shape. Finally, in the event that registration is not prevented because of the substantial value ground, registration will be in any case only available if the shape or
characteristic at issue significantly departs from the norm or customs of the reference sector.In all this, it is unclear whether and to what extent different subjective (consumer’s perception) and objective elements should be considered and what the hierarchy (if any) between them is or should be. There are three critical elements that require further
clarification. The first is the role of the average consumer and how their perception is to be assessed, as guidance so far has been provided more by AGs than the CJEU. Some clarity on this point might be finally provided when the CJEU decides Gömböc, a referral for a preliminary ruling from Hungary asking indeed (and among other things) the very
question whether and to what extent the perception or knowledge that the buyer has of the goods represented graphically is relevant to the assessment of the substantial value ground.143 Another area in which guidance from the CJEU is still regrettably missing is reputation: the CJEU in Louboutin did not discuss this element at all, despite its
relevance to AG Szpunar’s analysis. The third element is the role of the trade mark applicant/owner: should it be the case that the substantial value of the sign applied for/registered depends on their past behaviour (earlier applications for other IPRs, pricing and marketing strategies)? Both case law and examination guidance are contradictory on this
point.144 If, however, the correct answer was (as it seems to be) that such behaviour does matter, then beauty would not just be in the eye of the beholder (the average consumer), for how controversial that might be, but also in that of the trade mark applicant/owner. 7. Conclusion Moving from the criticisms that have surrounded the substantial
value ground, this contribution has reviewed relevant case law and identified its underlying rationales. It has also considered that the addition of ‘another characteristic’ in the language of Article 7(1)(e) EUTMR/4(1)(e) EUTMD has not necessarily altered the substantial scope of the ground. Finally, it has argued that the substantial value ground
might at times overlap with the absolute grounds concerning distinctiveness, descriptiveness, bad faith and public policy and morality. However, the justifications underpinning the substantial value ground cannot be absorbed into any of the other grounds, nor can the application of this ground be overcome on consideration that the sign at issue is
distinctive or has acquired distinctiveness: in this sense, it remains an exclusion with a specific identity and function, which also serves not to unduly remove ‘objects’ from the public domain145 and does so in a legislative context in which nothing prevents IPR cumulation per se.146 The substantial value ground performs a unique role that serves to
safeguard the functions and role of the trade mark registration system, as well as reducing the risk that the operation and limits of other IPRs are circumvented. As such, where relevant, competent authorities should consider this ground at the very outset, before turning to other questions, eg distinctiveness. A more careful consideration of this
exclusion could also serve to clarify—at last—the practical doubts surrounding its application, including issues such as the roles of the average consumer, reputation and the behaviour of the applicant/trade mark owner. This is an Open Access article distributed under the terms of the Creative Commons Attribution License ( , which permits
unrestricted reuse, distribution, and reproduction in any medium, provided the original work is properly cited.
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