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3.COLONIZING THE NORMATIVE GAP: THE INTERVENTION OF THE COURT OF JUSTICE 

3.Colonizing the normative gap: the 
intervention of the Court of Justice 
 

 

3.1. Introduction 

This chapter analyses the relevant case law of the CJEU for purposes of building a 
normative basis from where benchmarks of legislative activity can be derived. In 
particular, the early case law of the CJEU – that is, the Court’s decisions that 
examined the conflict between Treaty provisions and national copyright laws – 
allowed the Court to formulate several theories to address that conflict. The Court’s 
analysis of the accommodation of national copyright laws within the scheme of the 
Treaties can therefore be of use in providing Article 114 TFEU with normative 
content. 

The legitimacy of the Court’s case law to provide for normative inspiration is 
grounded in an argument of hierarchy of sources of law. The Court’s decisions on 
rules of primary law – the highest source of law in the EU legal order – determine 
the meaning and scope of those rules. In fact, in the context of the EU, the 
relevance of CJEU rulings should not be underestimated. While it can be pointed 
out that usually court decisions are more interpretative than normative in nature, 
this argument does not apply in its entirety to the CJEU’s case law.234 At the outset, 
the EU is a new legal order.235 It is unique in its nature, without many precedents or 
comparable legal orders.236 In addition, the EU Treaties – the highest source of law 
of that order – are drafted in general, and sometimes obscure, terms.237 The CJEU 

234 Maduro 1998 at 16-25 and Tridimas 2012 at 310. See also Govaere 1996 at 60, pointing out that, in 
the field of intellectual property, the Court “has gradually elaborated general principles which give 
guidance on the extent to which Community rules (…) impinge upon national intellectual property 
rights to safeguard the objectives of the E.C. Treaty.” 

235 Case 26/62 – Van Gend & Loos. 
236 Bebr 1981 at 4-13 and Tridimas 2006 at 18. 
237 Tridimas 2012 at 310. 
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plays therefore a particularly important role in filling in legislative gaps. This leaves 
room and legitimizes to a certain extent the “judicial creativity” of the CJEU.238  

Moreover, it should be kept in mind that until the Single European Act of 1987 – 
which amended the previous Treaties – harmonization measures could only be 
adopted by unanimity in the Council, instead of a qualified majority. Legislative 
consensus being hard to reach, then, the CJEU played a significant part in achieving 
European integration.  

It should also be recalled that negative and positive integration are normally seen 
as complementary: the negative integration performed by the Court can result in an 
indication to the EU legislator of the need to take action, but it can also suggest 
certain principles or guidelines that should be subjacent to such action.239 
 In the field of copyright and neighbouring rights, the CJEU issued several 
decisions before the first directive (the Computer Programs Directive) was passed. 
These decisions focused on the norms of the Treaties and how they interplayed with 
national copyright laws. Section 3.2. explains the specific methodology that was 
followed to select the relevant case law and analyse the judicial solutions contained 
therein. Section 3.3. introduces the problem at stake. It illustrates the conflict 
between EU principles, enshrined in certain provisions of the Treaties, and the 
copyright legislation of the Member States. Section 3.4. follows to give an 
overview of the judicial solutions delivered to address that conflict. These solutions 
amount to the use of doctrines and principles aimed at conciliating EU law and 
national copyright laws. They are: the existence versus exercise doctrine (3.4.1.); 
the specific subject matter doctrine (3.4.2.); the principle of exhaustion of rights 
(3.4.3.); and the principle of non-discrimination on grounds of nationality (3.4.4.). 
Section 3.5. draws some conclusions regarding the normative basis that can be 
extracted from the CJEU’s case law. 

3.2. Specific methodology 

Following a content analysis technique, I collected all the CJEU cases that decided 
on the subject of copyright vis-à-vis the provisions of the Treaties. This means that 
cases on secondary legislation (namely, on the directives) were left aside, except 
where they were necessary to clarify theories that were established prior to the entry 
into force of directives. In other words, the analysed set of judicial decisions is 
comprised of (1) cases on copyright in relation to primary law, and (2) cases on 
secondary law (copyright directives) only to the extent that such cases add new 
elements to the cases examined in (1). The objective is to isolate the cases where 

238 On the prominent role of the CJEU in the active development of EU law, see inter alia Deelen & 
Deelen 1996 at 81 ff; Meij 2010 at 88; Stone Sweet 2011 at 147; Scharpf 2012 at 128 ff. 

239 See chapter 1 at 14-15 and references cited therein. 

54 

 

                                                           



3.COLONIZING THE NORMATIVE GAP: THE INTERVENTION OF THE COURT OF JUSTICE 

copyright was in conflict with norms of the Treaties and to see how the Court went 
about solving them.  
 The features of the cases that were considered after several reading iterations 
were only the manifest rather than also the latent ones. The judicial solutions pinned 
down were therefore expressly referred to and used by the CJEU. I categorized 
them conceptually (as opposed to chronologically), by resorting to clustering. The 
judicial solutions were thus found following an inductive method.  

The particular classification was done by extracting from the set of cases the 
formulae commonly used therein, and then analysing such solutions separately by 
reference to the concrete cases that used them. Accordingly, the judicial solutions 
found as a result of pattern-finding were: the existence versus exercise doctrine; the 
specific subject matter doctrine; the principle of exhaustion; and the principle of 
non-discrimination. The qualification of a solution as a “doctrine” or a “principle” 
depends on whether it is currently included in positive law (principle)240 or whether 
it is only part of the CJEU case law (and/or doctrinal texts as a result).  

3.3. Conflict between EU principles and copyright 

Before the first directive in the field of copyright came into force, the CJEU had 
already handed down several decisions that dealt with copyright matters. The 
reason for the Court’s intervention was the conflict between EU principles and 
national copyright laws.  

One of the cornerstones of the European Union, the establishment and 
functioning of an internal market, implies the free movement of goods and services 
between the Member States. As a result, the Treaty outlaws restrictions to these 
freedoms. In relation to the free movement of goods, Article 30 TFEU (formerly 
Article 25 EC Treaty) prohibits custom duties or charges having an equivalent 
effect.241 This provision prevents Member States from applying surcharges to 
foreign products, rendering them more expensive than national ones. Moreover, 
Article 34 TFEU (formerly Article 28 EC Treaty) further prohibits quantitative 
restrictions on imports and all measures having equivalent effect.242 This means that 

240 The principle of non-discrimination is posited in Article 18 TFEU, while the principle of exhaustion 
of rights was codified by the Computer Programs Directive (Article 4 paragraph 2 of the codified 
version of 2009), the Rental and Lending Rights Directive (Article 9 paragraph 2 of the codified 
version of 2006), the Database Directive (Article 5 (c)), and the Information Society Directive 
(Article 4 paragraph 2). 

241 Article 30 TFEU: “Customs duties on imports and exports and charges having equivalent effect shall 
be prohibited between Member States. This prohibition shall also apply to customs duties of a fiscal 
nature.” 

242 Article 34 TFEU: “Quantitative restrictions on imports and all measures having equivalent effect 
shall be prohibited between Member States.” 
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quotas or any other measure that can reduce the quantity of imported products 
should be banned as well.  

However, while it was accepted that the expression “quantitative restrictions” 
referred to quotas or complete restrictions on the import or export of a given 
product,243 the definition and scope of the concept of “measures having an 
equivalent effect” to a quantitative restriction was unclear. The CJEU has 
interpreted this expression to mean that any national rule that was “capable of 
hindering, directly or indirectly, actually or potentially, intra-community trade” was 
forbidden.244 Due to its wide scope, this formulation covered measures that were 
indistinctly applicable to domestic and imported products, so long as they could 
have a minimum effect on the potential sale of the latter. Hence, even if a national 
law did not discriminate against foreign products, it could still be deemed 
incompatible with the Treaties if it negatively affected cross-border trade. 

The Court further introduced the principle of mutual recognition: it ruled that, 
where a product had been lawfully produced and marketed in one Member State, it 
should be able to be legally sold in another Member State.245 This principle implied 
that national laws, rules or standards remained the same, but Member States were 
obliged to recognize each other’s standards as valid. Together with the wide scope 
of the notion of “measures having equivalent effect,” the CJEU therefore endorsed 
a broad view of what restrictions to trade might amount to, with the aim of securing 
the free movement of goods across Europe. 

Nevertheless, the Court underlined that some trade-restrictive measures can still 
be admissible if they are “necessary” to fulfil certain “mandatory requirements” 
relating in particular to the effectiveness of fiscal supervision, the protection of 
public health, the fairness of commercial transactions and the defence of the 
consumer,246 but also to cultural policies.247 This list is not exhaustive – it is up to 
the Court to decide, on a case-by-case basis, if a given situation falls under the 
concept of “mandatory requirement,” and if the national law in question is 
necessary to fulfil it.248 The “necessity” of national measures is a direct reference to 
the principle of proportionality, namely in the sense that the measure must be the 
least restrictive one to achieve the intended aim.249 The concept of “mandatory 
requirements”, on the other hand, amounts to grounds of justification that allow for 

243 See case 2/73 – Riseria Luigi Geddo, at 7. 
244 See case 8/74 - Dassonville at 5. This is the so-called “Dassonville formula”, which was applied 

subsequently in a number of cases before the CJEU – see, e.g., case 65/75 – Tasca or joined cases 
88-90/75 – SADAM. See also, on the Dassonville formula and its implications, Gormley 1985 at 20 
ff; Steiner 1992, at 751 ff; Jarvis 1998 at 20 ff. 

245 See case 120/78 – Cassis de Dijon at 14. See also Gormley 1985 at 51 ff; Oliver 2010 at 107 ff. 
246 See case 120/78 – Cassis de Dijon at 8. 
247 Joined Cases 60-61/84 – Cinéthèque. 
248 See, for a list of examples of mandatory requirements that have been examined by the CJEU, 

Mortelmans 2008 at 667-668 
249 Jarvis 1998 at 171; Mortelmans 2008 at 665-666. 
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the acceptance of trade-restrictive measures because of a public interest that should 
not be disregarded.250 In sum, even if it is established that national rules hinder trade 
between Member States, the Court accepts that in some cases such restrictions are 
acceptable if they are necessary to fulfil the said mandatory requirements. Those 
situations fall thus outside the scope of Article 34 TFEU (formerly Article 28 EC 
Treaty).  

In what concerns the free movement of services, Article 56 TFEU prohibits 
barriers to the freedom of an EU national to provide cross-border services.251 
Article 57 TFEU (formerly Article 50 EC Treaty) establishes that, for a service to 
be qualified as such, it should normally be provided for remuneration, although the 
CJEU has clarified that the payment does not have to be made directly252 and that 
profit is not a mandatory requisite within that context.253 The CJEU has furthermore 
considered that the notion of “cross-border” also comprised situations where there 
were only potential254  or future255  cross-border recipients of services. Hence, the 
case law of the Court on the freedom to provide services and on the prohibition of 
restrictions to that freedom has given it a wide scope, much like what happens in 
relation to the free movement of goods. 

The Court has generally refused to transpose en bloc to the field of services the 
conclusions drawn in its case law regarding the free movement of goods,256 
particularly its definition of measures that restrict cross-border trade. Still, in a 
formulation close to the “Dassonville formula”, it established that Article 49 EC 
Treaty (now Article 56 TFEU) required the elimination of discrimination on 
grounds of nationality and the abolition of any restriction, even if non-
discriminatory, which was liable to prohibit or hinder trade in services.257 However, 
in a later case, it deemed acceptable a measure that applied without distinction to 
national and foreign service providers and that affected in the same way the 
provision of services within one Member State and the provision of services 
between Member States.258 The measure in question – a tax that made mobile phone 
tariffs more expensive – didn’t hinder cross border trade more than it did national 
trade, and therefore the Court considered it compatible with article 49 EC Treaty 
(Article 56 TFEU). 

250 Gormley 1985 at 52 ff. 
251 Article 56 TFEU: “Within the framework of the provisions set out below, restrictions on freedom to 

provide services within the Union shall be prohibited in respect of nationals of Member States who 
are established in a Member State other than that of the person for whom the services are intended.” 

252 Joined cases C-51/96-C-191/97 – Deliège at 56. 
253 Case C-157/99 – Smits and Peerbooms at 58. 
254 Case C-384/93 – Alpine Investments. 
255 Case C-36/02 – Omega. 
256 See Hatzopoulos 2008 at 229 and case C-384/93 – Alpine Investments at 33 to 38. 
257 See case C-76/90 – Säger at 12.  
258 See joined cases C-544-545/03 – Mobistar at 35. 
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National copyright laws can in theory be among the barriers to trade that hinder 
the free movement of goods and services, and therefore can potentially come under 
the prohibition of Articles 34 and 56 TFEU respectively. Copyright comprises 
exclusive rights over certain works that are embedded in a good or a service. Such 
rights are granted on a national basis, and can thus be at odds with free movement 
provisions. The differences in the protection regimes may effectively impede cross-
border trade, since the same work might be protected in one Member State but not 
in others, or it might be protected in different Member States to different degrees. 
Another consequence of exclusive rights granted on a territorial basis is the 
possibility it would give the right holder to partition the market, e.g. by practicing 
price discrimination between Member States and subsequently preventing parallel 
imports (that is, prevent the resale of the works across borders). Such division of 
markets also runs counter to the establishment of an EU internal market.  

 At first sight, then, the conflict between EU principles and copyright seemed 
easy to solve: to the extent that national copyright laws constitute barriers to cross-
border trade, they should be removed. This is dictated by the principle of 
supremacy of EU law, which establishes the primacy of EU law over conflicting 
national law.259 However, the Treaty itself gives some legal coverage to national 
laws, even if they negatively impact the EU internal market. Some aspects of 
national laws that clash with free movement principles are recognized by the Treaty 
as well. Therefore, that conflict cannot be resolved by the principle of supremacy. 
Instead, the balance must be found in the context of the Treaty. Two sets of norms 
can accommodate national copyright laws within the Treaty. 

First, Article 345 TFEU (formerly Article 295 EC Treaty) mandates that “the 
Treaties shall in no way prejudice the rules in Member States governing the system 
of property ownership.” The Treaty does not clarify the scope of this rule, although 
the history of the provision can support an interpretation according to which 
“system of property ownership” refers primarily to the national rules regulating 
public or private allocation of property.260 Still, it was not clear how this norm 
ought to be made compatible with the free movement of goods and services in cases 
where copyright as a form of property would be at odds with those freedoms. 

Second, Article 36 TFEU (formerly Article 30 EC Treaty) permits certain 
derogations to the free movement of goods. Prohibitions of restrictions to the free 

259 The principle of supremacy was developed by the CJEU in case 6/64 - Costa v. Enel. The CJEU has 
confirmed this principle in subsequent cases: see, inter alia, case 11/70 – Internationale 
Handelsgesellschaft, at 3: “The law stemming from the Treaty, an independent source of law, cannot 
because of its very nature be overridden by rules of national law, however framed, without being 
deprived of its character as Community law and without the legal basis of the Community itself 
being called into question.(…)” See also, for an analysis of this principle and relevant case law, Bebr 
1981 at 634 ff, and Craig & De Búrca 2003 at 276 ff. 

260 See Schwarze 2000, article 295, paragraph 1. The origins of this provision date back to article 83 of 
the Treaty constituting the European Coal and Steel Community (ECSC Treaty), the aim of which 
was to leave to Member States the choice of whether undertakings subject to the ECSC Treaty should 
be publicly or privately owned. 
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movement of goods and services are thus not absolute. Restrictions on imports and 
exports can be admitted in certain circumstances, namely when they are in force for 
the protection of industrial and commercial property, provided that such restrictions 
are not a means of arbitrary discrimination nor a disguised restriction on trade 
between Member States.261 The CJEU has determined that copyright is part of the 
notion of “commercial and industrial property” to the extent that it is prone to be 
exploited commercially.262 That is, the Court acknowledged that copyright could in 
certain cases consist of a justification to restrict trade. The question was however in 
what way and under which specific circumstances copyright could justify a 
restriction to the free movement of goods. 

Similarly, in what concerns the free movement of services, the Treaty provides 
for exceptions to the prohibition of restrictions. The free movement of services can 
be restricted where an activity is connected with the exercise of an official authority 
(Article 51 TFEU263 – formerly Article 45 EC Treaty -, applicable via Article 62 
TFEU/55 EC Treaty), as well as in cases where public policy, public security or 
public health are at stake (Article 52 paragraph 1 TFEU264 – formerly Article 46 EC 
Treaty – applicable via 62 TFEU/55 EC Treaty). There are no exceptions expressly 
granted with respect to industrial and commercial property. Still, the CJEU has 
considered that derogations from the free movement of services should also be 
accepted for reasons of “general interest,”265 and it has expressly established that 
intellectual property could be a justification to restrict trade in services.266  

261 Article 36 TFEU: “The provisions of Articles 34 and 35 shall not preclude prohibitions or restrictions 
on imports, exports or goods in transit justified on grounds of public morality, public policy or public 
security; the protection of health and life of humans, animals or plants; the protection of national 
treasures possessing artistic, historic or archaeological value; or the protection of industrial and 
commercial property. Such prohibitions or restrictions shall not, however, constitute a means of 
arbitrary discrimination or a disguised restriction on trade between Member States.” 

262 See joined cases 55-57/80 – Musik-Vertrieb v. Gema at 9. The Court further stated that “there is no 
reason to make a distinction between copyright and other industrial and commercial property rights” 
in so far as the economic aspects of copyright are concerned (see decision at 12). 

263 Article 51 TFEU: “The provisions of this Chapter shall not apply, so far as any given Member State 
is concerned, to activities which in that State are connected, even occasionally, with the exercise of 
official authority.(…)” 

264 Article 52 paragraph 1 TFEU: “The provisions of this Chapter and measures taken in pursuance 
thereof shall not prejudice the applicability of provisions laid down by law, regulation or 
administrative action providing for special treatment for foreign nationals on grounds of public 
policy, public security or public health.” 

265 See case C-262/02 – Commission v. France, at 23: “the freedom to provide services may, however, in 
the absence of Community harmonization measures, be limited by national rules justified by the 
reasons mentioned in Article 56(1) of the EC Treaty, read together with article 66, or for overriding 
requirements of the general interest”; and case C-243/01 – Gambelli at 60: “(…) it is necessary to 
consider whether such restrictions are acceptable as exceptional measures expressly provided for in 
articles 45 and 46 EC, or justified, in accordance with the case law of the Court, for reasons of 
overriding general interest.” 

266 See case 62/79 – Coditel I at 15: “whilst article 59 of the Treaty [later article 49 EC Treaty, now 
article 56 TFEU] prohibits restrictions upon freedom to provide services, it does not thereby 
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Importantly, the CJEU made clear that the provisions that recognize a place for 
national copyright laws within the framework of the Treaties did not constitute any 
stronghold of Member States’ powers. Regarding Article 345 TFEU (formerly 
Article 295 EC Treaty), the Court stressed, in relation specifically to “industrial and 
commercial property”, that the provision could not be interpreted as reserving to 
Member States the power to adopt measures that would adversely affect the free 
movement of goods.267 In what concerns Article 36 TFEU (formerly Article 30 EC 
Treaty), on the exceptions to the free movement of goods, the CJEU determined 
that the provision was not intended to grant Member States an exclusive 
competence in the matters contained therein.268 The same argument should be 
applied to the exceptions to the free movement of services.  

This means that these provisions do not amount to a question of competence 
allocation between the EU and its Member States; instead, the free movement 
provisions and their exceptions mediate the relationship between EU law and 
national legislation on given areas, without prejudice to future intervention of the 
EU legislator in such areas. In short, the problem faced by the Court was then how 
these two premises – the free movement of goods and services, on the one hand, 
and national copyright laws, on the other – could be conciliated. The next section 
will explore the judicial solutions offered by the CJEU. 

3.4. Judicial solutions 

The CJEU has delivered several decisions aimed at overcoming the conflict 
between the principles of free movement and national copyright laws. For that 
purpose, the Court has come up with several theories, applying them consistently 
throughout its case law: the existence versus exercise doctrine (3.4.1.); the specific 
subject matter doctrine (3.4.2.); the principle of exhaustion of rights (3.4.3.); and 
the principle of non-discrimination on grounds of nationality (3.4.4.). The next 
sections will look at these theories in turn. 

3.4.1. EXISTENCE VERSUS EXERCISE DOCTRINE 

The existence versus exercise doctrine was formulated to counteract possible 
restrictions to Community action derived from the rule stating that the Treaties 

encompass limits upon the exercise of certain economic activities which have their origin in the 
application of national legislation for the protection of intellectual property, save where such 
application constitutes a means of arbitrary discrimination or a disguised restriction on trade between 
Member States.” 

267 See case C-30/90 – Commission v. UK at 18 and case C-350/92 – Spain v. Council at 18. 
268 Case 35/76 – Simmenthal at 14: “Article 36 [later article 30 EC Treaty and now 36 TFEU] is not 

designed to reserve certain matters to the exclusive jurisdiction of the Member States but permits 
national laws to derogate from the principle of free movement of goods (…).” 
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cannot prejudice the rules in Member States governing the system of property 
ownership.269 

One of the first cases decided by the CJEU regarding this question concerned 
trademark law and competition rules. The Court confirmed that intellectual property 
fell under the property clause (Article 345 TFEU in the current version of the 
Treaties) in the Consten and Grundig case.270 The case involved the firms Grundig 
and Consten, which had an exclusive distribution agreement whereby Consten was 
appointed by Grundig as the exclusive distributor of its products in France. Grundig 
products were sold in France by Consten under the trademark “Gint”. When a third 
company started to sell Grundig’s products having imported these products from 
another Member State, Consten sued for unfair competition and trademark 
infringement.  

Despite the recognition that intellectual property fell under the property clause of 
the Treaty, the Court considered that there was a difference between the existence 
and the exercise of such rights. In the Court’s view, the Treaty’s provision meant 
that the existence (“grant”) of an intellectual property right was a matter for 
national law, but the Community could control the exercise of the right where 
necessary to assure compliance with Treaty norms.271 Based on this reasoning, the 
exclusive distribution agreement between the parties was annulled due to its 
incompatibility with market competition rules.  

The existence versus exercise doctrine was transposed to the field of copyright 
and neighbouring rights in the Deutsche Grammophon v. Metro case,272 where the 
Court admitted that the provisions referring to exceptions to the free movement of 
goods and to competition (Articles 30, 81 and 82 EC Treaty, nowadays Articles 36, 
101 and 102 TFEU respectively) could be relevant to a right related to copyright.273 
The Court did not justify that assumption, but a possible explanation might be that 
the right of a producer of phonograms (which was the right involved in the case) 
has some similarities to industrial property rights due to its economic nature.274  

The concrete problem at stake in Deutsche Grammophon v. Metro was related to 
a sound recording that had been put on the market in France, where France, at that 
point, did not afford protection to sound recordings. A German wholesaler had 
acquired the sound recording in France and had subsequently tried to sell it in 
Germany (where the sound recording was protected) at a lower price than the one 
fixed by the German manufacturer. It was in this context that the CJEU restated 
that, while the Treaty could not affect the existence of a right, it could nevertheless 

269 Article 345 TFEU (formerly Article 295 EC Treaty). See Laddie 2001 at 404 and Lucas & Lucas 
2001 at 990-991. 

270 Joined cases 56-58/64 – Consten and Grundig. 
271 See Consten and Grundig at 345. See also Loewenheim 1995 at 830 and Shaw 2009 at 62-63. 
272 Case 78/70 - Deutsche Grammophon v. Metro. 
273 See Deutsche Grammophon v. Metro at 11. For a detailed discussion of this case, see Bumbak 1984 

at 415 ff. and Haynes 1995 at 122-123. 
274 See Françon 1979 at 150-151. 
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curtail its exercise275 - which meant that the German manufacturer was not allowed 
to prohibit the import of the said sound recording. The Court’s position was thus 
that, should there be a conflict between the use of a national (related) right and the 
free movement of goods, the former should be subject to Treaties’ rules and 
requirements, even though national legislation would still govern the existence or 
granting of the right. 

Moreover, the Court has also resorted to the existence versus exercise doctrine in 
the context of the free movement of services. In Coditel II,276 a case which 
concerned the retransmission of a film’s broadcast, the CJEU expressly established 
that the distinction between existence and exercise of the right, developed in the 
framework of the free movement of goods, was applicable to the free movement of 
services as well.277 

The CJEU’s rulings thus show that a difference should be drawn between the 
concepts of existence and exercise of a right. Yet, the Court did not provide a 
general definition of what existence and exercise of rights amount to.278 The only 
indication that can be derived from case law is that the duration of copyright 
protection might be linked to the existence of rights, but there is no further 
clarification of the distinction between existence and exercise.279 The CJEU’s 
decisions on the property clause stemming from other fields of law cannot shed 
light on this question either, as intellectual property is the area where the existence 
versus exercise doctrine is usually employed.280 In other fields, the Court merely 

275 See Deutsche Grammophon v. Metro at 11: “(…) although the Treaty does not affect the existence of 
rights recognised by the legislation of a Member State with regard to industrial and commercial 
property, the exercise of such rights may nevertheless fall within the prohibitions laid down by the 
Treaty. (…).”  

276 Case 262/81 – Coditel II. 
277 Case 262/81 – Coditel II at 13.  
278 This was noted and criticized by several commentators - see inter alia Laddie 2001 at 404, referring 

to the distinction as a “contradiction in terms”; Keeling 1993, at 134, calls it “unhelpful” and 
“mysterious”; Korah 2006, at 3, states that in legal theory it is “impossible to draw the line between 
existence and exercise, except as extremes”, since the existence of a right includes “all the ways in 
which it can be exercised”; Tritton 1994, at 423, describes the distinction as a “rather empty and 
valueless” doctrine. See however Friden 1989 at 193-194, stating that the distinction between 
existence and exercise has an “exploitable theoretical content”, as both concepts, according to the 
author, have very clear meanings: existence refers to “the conditions which are to be fulfilled if the 
right is to be granted”, while exercise concerns “the effects that granting such rights will have.” 

279 See joined cases C-92-326/92 – Phil Collins/EMI Electrola at 12: “in so far as the disparity between 
national laws may give rise to restrictions on intra-Community trade in sound recordings, such 
restrictions are justified under article 36 of the Treaty if they are the result of differences between the 
rules governing the period of protection and this is inseparably linked to the very existence of the 
exclusive rights.” This was confirmed by case C-5/11 – Donner, at 33. 

280 Akkermans & Ramaekers 2010 at 311. See however case 44/79 – Hauer, concerning a restriction on 
the use of the right of property in a land in the context of cultivation of vineyards, where the Court 
looked more closely to the question of the existence and exercise of the right to property and 
concluded that “the restriction imposed upon the use of property by the prohibition on the new 
planting of vines introduced for a limited period by Regulation No 1162/76 is justified by the 
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stated that the national systems of property ownership were subject to the 
fundamental rules of the Treaty.281 

However, in a later copyright case, while acknowledging that the right to 
property was a general principle of Community law, the Court established that such 
principle was not absolute and had to be viewed in relation to its social function.282 
The case dealt with the validity of the exclusive rental right (introduced by the 
Rental and Lending Rights Directive) vis-à-vis fundamental rights (namely, the 
fundamental right to property). The Court reasoned that, because of the social 
function of property, the exercise of that right could be restricted, “provided that 
any restrictions in fact correspond to objectives of general interest pursued by the 
European Community and do not constitute in relation to the aim pursued a 
disproportionate and intolerable interference, impairing the very substance of the 
rights guaranteed.”283  

In other words, even though the CJEU did not define what the “exercise” of a 
right amounts to, it still set the conditions under which that exercise could be 
restricted. The reference to the social function of the right to property, together with 
proportionality considerations, indicates that the exercise of national exclusive 
rights is not without limitation - other interests ought to be weighed in according to 
the principle of proportionality. 

The discussion on the social function of property, and more specifically of 
copyright as a form of intellectual property, brings to light the issue of copyright’s 
goals and rationales described in chapter 1. Admittedly, the recognition of that 
social function seems to fit better the utilitarian justification of copyright, which 
considers the general interest of society as a fundamental element of the copyright 
system. Nevertheless, the natural rights theories do not per se support an absolute 
conception of property either – e.g., Locke foresaw that private property could be 
limited if needed to secure the commons.284 The notion of “social function” as a 
guidance for the exercise of copyright, and the balance of interests derived 
therefrom, seems thus to be compatible with both theories.  

3.4.2. SPECIFIC SUBJECT MATTER DOCTRINE 

The CJEU framed the specific subject matter doctrine in the context of the 
protection of industrial and commercial property as a justification to restrict the free 
movement of goods (current Article 36 TFEU, formerly Article 30 EC Treaty). The 

objectives of general interest pursued by the Community and does not infringe the substance of the 
right to property (…).”(emphasis added). 

281 See case 182/83 – Fearon at 7 (regarding the compulsory acquisition of land by public bodies) and 
case C-302/97 – Klaus Konle at 38 (regarding administrative procedures for acquisition of land). 

282 Case C-200/96 – Metronome Musik at 21. 
283 Ibid. 
284 See chapter 1, section 1.1.1. See also Geiger 2010 at 538-540. 
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doctrine was initially put forth to clarify the circumstances under which national 
copyright laws were allowed to restrict trade. 

 The Court first mentioned this doctrine in the Deutsche Grammophon v. Metro 
case, which involved the related right of a phonogram producer. When interpreting 
what is now Article 36 TFEU, the Court said that restrictions to the free movement 
of goods based on the protection of industrial and commercial property were only 
justified when “safeguarding rights which constitute the specific subject matter of 
that property.”285 The Court did not explain then, however, what should be 
understood by “specific subject matter.” 

The meaning of “specific subject matter” was developed later on by the Court. 
Following the Court’s reasoning in a string of cases, the “specific subject matter” 
seems to be linked to the protection of certain core rights inherent to copyright and 
related rights.286 These core rights, according to the CJEU, are of two kinds: moral 
and economic. While moral rights enable in particular authors and performers “to 
object to any distortion, mutilation or other modification of a work which would be 
prejudicial to their honour or reputation,” economic rights grant them “the right to 
exploit commercially the marketing of the protected work” (which can be done inter 
alia by conferring licenses in return for payment of royalties).287  

The CJEU has furthermore developed the definition of economic rights, by 
considering that commercial exploitation comprises “two essential rights” – the 
exclusive right of performance and the exclusive right of reproduction, which in the 
Court’s opinion “are not called in question by the rules of the Treaty.”288 That is to 
say, in the Court’s view, the commercial exploitation of works and other subject 
matter can be a valid justification to hinder the free movement of goods and 
services. 

However, the CJEU has also hinted that the right to exploit commercially a work 
or protected subject matter is not unlimited, but should rather be confined to a 
“normal exploitation.”289 In addition, the Court has declared that the remuneration 

285 Deutsche Grammophon v. Metro at 11. See also along the same lines case 58/80 - Dansk 
Supermarked v. Imerco, at 11. 

286 See joined cases C-92-326/92 – Phil Collins/EMI Electrola, at 20, where the CJEU held that the 
specific subject matter of copyright and related rights was to “ensure the protection of the moral and 
economic rights of their holders.” 

287 Phil Collins/EMI Electrola at 20, later confirmed by joined cases C-403-429/08 – Premier League at 
107, where the CJEU stated that the specific subject-matter of an intellectual property right 
(copyright thereby comprised) “is intended in particular to ensure for the right holders concerned 
protection of the right to exploit commercially the marketing or the making available of the protected 
subject-matter, by the grant of licences in return for payment of remuneration.” 

288 Case 158/86 – Warner at 13. 
289 This can be inferred from case 402/85 – Basset v. SACEM at 16: “(…) even if the charging of the fee 

in question were to be capable of having a restrictive effect on imports, it does not constitute a 
measure having equivalent effect prohibited under Article 30 of the Treaty [later Article 28 EC 
Treaty, now Article 34 TFEU] inasmuch as it must be regarded as a normal exploitation of copyright 
and does not constitute a means of arbitrary discrimination or a disguised restriction on trade 
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derived from exploiting the work or protected subject matter ought to reflect the use 
made of it and secure to the respective right holder a “satisfactory share” of the 
market in question.290 In a more recent case (Premier League), the Court also 
clarified that the specific subject matter of an intellectual property right does not 
guarantee the opportunity to demand the highest possible remuneration – the right 
holder is only ensured an “appropriate remuneration.”291 

All these concepts used by the CJEU – “normal exploitation”, “satisfactory 
share”, “appropriate remuneration” – point to the use of the principle of 
proportionality,292 which has also been applied extensively by the Court in areas 
other than intellectual property. In fact, as a general rule, even if a particular 
measure can in principle be justified under current Article 36 TFEU, it still has to 
abide by proportionality guidelines.293 In other words, national laws that hinder free 
trade in goods can be justified under Article 36 TFEU only in so far as they are 
proportionate. In the field of copyright, this goes back to the concepts referred to 
above. National laws should thus not prescribe an absolute protection of copyright, 
which means that  the commercial exploitation of the rights granted to the right 
holders (and income derived therefrom) should be levelled according to 
proportionality considerations. 

This in turn is also in line with copyright goals and rationales. The different 
theories present different justifications for the conferral of rights that form the 
subject matter of copyright. The grant of such rights is seen either as a reward, as a 
consequence of the extension of the author’s personality or as an incentive.294 
However, those rights are not absolute. On the contrary, they must be seen in 

between Member States for the purposes of Article 36 of the Treaty [later Article 30 of the EC 
Treaty, now Article 36 TFEU].” 

290 Warner at 15-16 and case C-200/96 – Metronome Musik at 16, both stating that, in the absence of a 
rental right, it would be impossible “to guarantee to makers of films a remuneration which reflects 
the number of occasions on which the video-cassettes are actually hired out and which secures for 
them a satisfactory share of the rental market.” 

291 Premier League at 108. This was also confirmed by case C-128/11 – UsedSoft at 63, where the Court 
considered that controlling each resale of downloaded software and demanding further remuneration 
for those acts of resale where the right holder had already received an appropriate remuneration for 
the first sale “would go beyond what is necessary to safeguard the specific subject-matter of the 
intellectual property concerned.” 

292 See Govaere 1996 at 74-75, citing Gormley 1985, at 126, who considers that the “specific subject 
matter” doctrine is the concretization of the principle of proportionality. The latter author states: “the 
proportionality principle has been developed most significantly in relation to industrial and 
commercial property, in which context the Court has chosen to express the concepts of necessity and 
action least onerous to intra-Community trade by limiting the permissible derogations under this 
heading to those necessary to give effect to the ‘specific object’ of the right relied upon.” 

293 See Gormley 1985 at 124; Enchelmaier 2010 at 222ff, and case law cited therein. Specifically, the 
national law has to be appropriate and necessary for the protection of the interest involved (see inter 
alia C-390/99 - Canal Satélite Digital at 33; case C-14/02 – ATRAL at 64; case C-432/03 -
Commission v Portugal I at 42; case C-265/06 - Commission v. Portugal II at 37), taking account of 
the objective to be attained and the way to attain it (see case 7/68 – Commission v. Italy at 430). 

294 See chapter 1 section 1.1.1. 
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relation to their social function and take account of other general interests (namely, 
the interests of society).  

In addition, this interpretation of the concept of “specific subject matter” also 
seems be consistent with the existence versus exercise doctrine: the exercise of the 
rights that constitute the subject matter of copyright/related rights is not without 
limits and must be confined to a normal exploitation that grants the right holder an 
appropriate remuneration.   

The same arguments should be applied to copyright as a justification to restrict 
the cross-border provision of services. The CJEU never phrased the specific subject 
matter doctrine as such to justify restrictions to the free movement of services. 
However, when evaluating whether a restriction to the freedom to provide services 
caused by national copyright laws was admissible, the Court ruled that “the right of 
a copyright owner and his assigns to require fees for any showing of a film is part 
of the essential function of copyright”295 (emphasis added). This notion appears to 
amount in essence to the one of specific subject matter: the essential function and 
the specific subject matter of copyright are both linked to the rights vested in 
copyright owners that allow them to receive income from commercial exploitation. 
Furthermore, just like the restrictions to the free movement of goods, the grounds 
for restricting the free movement of services (including national copyright laws) 
also have to be subject to the principle of proportionality. In order to be a valid 
justification for restricting the free movement of services, the national legislative 
measures must thus be necessary and appropriate to achieve their intended aims, 
and not go beyond what is needed to do so.296 

3.4.3. PRINCIPLE OF EXHAUSTION OF RIGHTS 

The principle of exhaustion of rights was formulated by the CJEU to counteract the 
possibility that the distribution right gave the right holder to partition the market.297 
If applied without limitations, the distribution right would give the right holder the 
ability to practice different prices in different Member States and to subsequently 
prevent parallel imports between them, which would be at odds with the 
establishment of an internal market. 
 In the field of copyright and neighbouring rights, the CJEU dealt with this 
problem for the first time in the Deutsche Grammophon v. Metro case. It ruled that 
a manufacturer of sound recordings could not make use of his distribution right to 
prohibit the sale in one Member State of products placed on the market by him or 
with his consent in another Member State.298 In other words, in the Court’s view, 

295 Case 62/79 - Coditel I at 14. 
296 See inter alia case 205/84 – Commission v. Germany at 27; case C-76/90 – Säger at 15; joined cases 

C-369-376/96 – Arblade and Others at 35; Case C-515/08 – Santos Palhota, at 54. 
297 See Dreier 2007 at 196-199; Goldstein & Hugenholtz 2010 at 305; Stothers 2010 at 334-335. 
298 Deutsche Grammophon v. Metro at 13. 
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where goods were marketed in one Member State by the right holder or with the 
right holder’s consent, a right related to copyright could not be relied upon to 
prevent the free movement of those goods in the European Union.299 Another 
example where the Court resorted to the principle of exhaustion is the decision in 
Musik-Vertrieb v. Gema,300 which concerned the distribution of records in the UK 
by a German company. Those records were being subsequently imported into 
Germany and GEMA, the German collecting society, sued the importers for the 
difference in royalty fees paid in the UK and in Germany. The Court deemed the 
distribution right to be exhausted and did not allow the plaintiff to recover the 
difference in royalties.301 

The CJEU has since then consistently restated the principle of EU exhaustion in 
the context of the free movement of goods.302 It has also further clarified the 
fundamental requirements for the principle to apply. In particular, the Court has 
distinguished between situations where copyright products are sold by the owner or 
with his consent and situations where those products are lawfully sold, not due to an 
act of consent, but because of differences in the scope of protection.303 The latter 
situation, according to the Court, does not exhaust the distribution right in so far as 
it is derived from differences in national copyright laws.304 Moreover, the Court has 
differentiated sale from other forms of commercial exploitation, namely rental. For 
purposes of the principle of exhaustion, the Court decided that the sale of a 
copyright product with the consent of the right holder did not have the effect of 
exhausting other forms of commercial exploitation such as rental.305 National laws 
that granted rental rights aimed at providing right holders with an additional source 
of revenue that reflected the number of occasions of actual rental and that allowed 
them to partake in the rental market.306 If that right were to be exhausted by sale, it 
“would be rendered worthless,” according to the Court.307 It is therefore an 
argument of securing revenue that underlies the reasoning of the CJEU.308  

Following that argument, the outcome of cases in relation to services such as 
public communications of the work was different. This was the question at stake in 
Coditel I.309 The facts of the case concerned a Belgian cable television company 

299 Deutsche Grammophon v. Metro at 12-13. See for further discussion on this case Röttinger 1993 at 
74-78; Lucas & Lucas 2001 at 999-1000; Colombet 1997 at 369. 

300 Joined cases 55-57/80 – Musik-Vertrieb v. Gema. 
301 Musik-Vertrieb v. GEMA at 10, 15 and 27. See further Bumbak 1984 at 422 ff; Röttinger 1993 at 78-

84; Loewenheim 1995 at 838-839; Lucas & Lucas 2001 at 999-1000. 
302 See e.g. case 58/80 - Dansk Supermarked v. Imerco at 11-12; case 395/87 – Tournier at 11. See also 

Lucas & Lucas 2001 at 988 ff. 
303 Case 341/87 – EMI Electrola v. Patricia at 10 (in relation to differences in the duration of protection). 
304 EMI Electrola v. Patricia at 10-14. 
305 Case 158/86 – Warner at 18-19. 
306 Ibid. at 14-15. 
307 Ibid. at 18. 
308 Schricker 1989 at 469.   
309 Case 62/79 - Coditel I. 
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that received the broadcast transmission of a film from Germany and retransmitted 
it to its clients in Belgium. The exclusive licensee sued. The matter was thus 
whether the ownership of copyright in a film could be used to prevent an 
unauthorised cable retransmission (in Belgium) of a broadcast which in turn had 
taken place with consent (in Germany). The Court established that, since public 
communications may be “infinitely repeated”, the problems that arise in that realm 
are different from the ones relating to works that are brought to the public in a 
material form (like books or records).310 In such cases, the copyright holder has a 
“legitimate interest” in calculating the due fees on the basis of the actual or 
probable number of performances. Hence, the right to require fees for every 
showing of a film – i.e., an exclusive right of the right holder – is, as mentioned in 
the previous section, part of the essential function of copyright.311 The Court seems 
therefore to draw a line between goods and services for the purposes of exhaustion 
of rights.312  

However, the distinction between goods and services for the purposes of 
assessing whether a right is exhausted can be called into question,313 especially in 
view of the CJEU decision in Usedsoft.314 There, responding to the Commission’s 
argument that the exhaustion of the distribution right does not apply to services, the 
Court said that “the objective of the principle of the exhaustion of the right of 
distribution of works protected by copyright is, in order to avoid partitioning of 
markets, to limit restrictions of the distribution of those works to what is necessary 
to safeguard the specific subject matter of the intellectual property concerned.”315 

In relation to the concept of “sale” as an act that triggers the application of the 
principle of exhaustion, the CJEU has established in UsedSoft that “sale” amounts 
to the transfer of the right of ownership over a copy of the work,316 which can be 
defined as the grant of a right to use a copy of the work, for an unlimited period of 
time, in return for payment of a fee.317 The existence of such transfer of ownership, 
according to the Court, transforms an act of communication to the public and 
making available (which would in principle be one not subject to exhaustion) into 
an act of distribution (which is).318 

310 Coditel I at 12. See for further discussion on this case and its implications, Bumbak 1984 at 418 ff; 
Desurmont 1990 at 109-110; Loewenheim 1995 at 840; Batchelor & Jenkins 2012 at 160 ff. 

311 Coditel I at 13-14. 
312 See Coditel I at 18 and Case 395/87 – Tournier at 12-13. 
313 Clark 2013 at 460 ff; Dreier 2013 at 137-139. 
314 Case C-128/11 – UsedSoft. 
315 Case C-128/11 – UsedSoft at 62. 
316 See case C-128/11 – UsedSoft at 47. The exhaustion rule dealt with in this case is the one codified by 

the Computer Programs Directive (2009) in its Article 4 paragraph 2, which reads: “The first sale in 
the Community of a copy of a program by the rightholder or with his consent shall exhaust the 
distribution right within the Community of that copy, with the exception of the right to control 
further rental of the program or a copy thereof.”  

317 Ibid. at 49. 
318 Ibid. at 52. 
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Yet, the discussion can also be directed at what shall be considered a service in 
the first place.319 In cases where there is a transfer of ownership, the relevant act 
will be qualified as a sale and not as a service. Furthermore, it flows from the case 
law analysed above that the CJEU links the exhaustion of rights, or lack thereof, to 
the specific subject matter or essential function of copyright. Certain acts of 
commercial exploitation, such as selling copies of a work, are part of the normal 
exploitation of copyright and of the specific subject matter of copyright, but 
controlling further acts of resale and demanding remuneration for it goes beyond 
the specific subject matter of copyright and the appropriate remuneration that the 
right holder is entitled to.320 The right is thus, in such cases, exhausted. The same 
does not happen, however, with regard to certain acts – such as rental or public 
performance – whose repetition is the basis of the appropriate remuneration payable 
to the right holder. In these cases, the right to require payment for each repetition, 
as underlined by the Court, is connected to the essential function or specific subject 
matter of the right. The right is therefore not exhausted. 

Again, there seem to be proportionality considerations underlying the principle 
of exhaustion. With regard to the free movement of goods, the distribution right 
gives in because the right holder is free to choose the Member State where he first 
distributes the work, which he will do according to his best interests (e.g., level of 
remuneration in that country and sales channels).321 Consequently, the right holder 
can shape his distribution strategy to get the highest income possible, there being no 
reason to allow him to partition markets in order to increase his income. Put 
differently, his exclusive distribution right is already protected to some extent and 
should be limited to accommodate the principle of free movement of goods. By 
contrast, in the case of services, the principle of proportionality allows the right 
holder to receive income for every act of commercial exploitation, so that he 
receives an appropriate remuneration. Both premises are also aligned with 
copyright goals and rationales, which, as already mentioned in the previous 

319 Recital 29 of the Information Society Directive seems to make the exhaustion of the right dependent 
on the qualification of a given act as a service by stating that “the question of exhaustion does not 
arise in the case of services and on-line services in particular. This also applies with regard to a 
material copy of a work or other subject-matter made by a user of such a service with the consent of 
the right holder. Therefore, the same applies to rental and lending of the original and copies of works 
or other subject-matter which are services by nature.(…)” 

320 This can be inferred from UsedSoft at 63: “To limit the application, in circumstances such as those at 
issue in the main proceedings, of the principle of the exhaustion of the distribution right under 
Article 4(2) of Directive 2009/24 solely to copies of computer programs that are sold on a material 
medium would allow the copyright holder to control the resale of copies downloaded from the 
internet and to demand further remuneration on the occasion of each new sale, even though the first 
sale of the copy had already enabled the rightholder to obtain an appropriate remuneration. Such a 
restriction of the resale of copies of computer programs downloaded from the internet would go 
beyond what is necessary to safeguard the specific subject-matter of the intellectual property 
concerned(…).” 

321 Musik-Vertrieb v. GEMA at 25. See also Dreier 2007 at 197-198. 

69 

 

                                                           



3.COLONIZING THE NORMATIVE GAP: THE INTERVENTION OF THE COURT OF JUSTICE 

sections, entail a protection of authors that must at the same time take account of 
other interests. 

3.4.4. PRINCIPLE OF NON-DISCRIMINATION ON GROUNDS OF NATIONALITY 

The principle of non-discrimination on grounds of nationality is expressly spelled 
out in the Treaties. Article 18 TFEU (previously Article 12 EC Treaty) reads: 
“Within the scope of application of the Treaties, and without prejudice to any 
special provisions contained therein, any discrimination on grounds of nationality 
shall be prohibited.(…).” According to the CJEU, non-discrimination entails 
placing on equal footing persons in a situation governed by EU law and nationals of 
the Member State concerned.322 Yet, it should be noted that Article 18 TFEU does 
not prohibit disparities in treatment derived from differences in national laws, as 
long as those laws treat in the same fashion foreigners and nationals of a given 
Member State.323 

The CJEU has however ruled that the general principle of non-discrimination of 
Article 18 TFEU should only be resorted to in situations where there is no other 
specific Treaty provision applicable prohibiting discrimination,324 which makes it a 
fall-back rule to be used only where others – such as the provisions on free 
movement of goods and services325 – cannot offer a particular solution.326 

The CJEU first applied the principle of non-discrimination to the field of 
copyright and neighbouring rights in the Phil Collins/EMI Electrola case.327 There, 
the Court declared copyright and related rights to be subject to the general principle 
of non-discrimination, “without there even being any need to connect them with the 
specific provisions of Articles 30, 36, 59 and 66 of the Treaty” (corresponding 
respectively to Articles 34, 36, 56 and 62 TFEU). Consequently, it considered that 
the principle of non-discrimination “precludes a Member State from making the 
grant of an exclusive right subject to the requirement that the person concerned be a 
national of that State.”328 To the Court’s understanding, then, the application of the 

322 Case 186/87 – Cowan at 10 and case C-274/96 – Bickel and Franz at 14. 
323 See Tridimas 2006 at 122 and case law cited therein. See also Timmermans 2008 at 162. 
324 See, e.g., case C-411/98 – Ferlini at 39 and case C-379/92 – Peralta at 18. See also, specifically in the 

field of copyright, joined cases C-92-326/92 – Phil Collins/EMI Electrola at 17: “on the rare 
occasions where a specific provision of the Treaty does not apply, the general principle of non-
discrimination laid down by the first paragraph of Article 7 of the Treaty [current Article 18 TFEU]. 
must, in any event, do so.” 

325 Article 36 TFEU, in the context of justifications for restricting the free movement of goods, states 
that “such prohibitions or restrictions shall not, however, constitute a means of arbitrary 
discrimination (…).” 

326 Gaster 1996 at 20-21; Timmermans 2008 at 158; Stothers 2010 at 329. 
327 Joined cases C-92-326/92 – Phil Collins/EMI Electrola. 
328 See joined cases C-92-326/92 – Phil Collins/EMI Electrola at 32. 
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principle of non-discrimination to copyright and related rights was not dependent 
upon the concrete proof of restrictions or hindrances to trade. 

It should be noted, however, that the principle of non-discrimination is not 
absolute.329 “Objective circumstances” can justify derogating from it.330 An 
“objective circumstance” will be a measure that is independent of the nationality of 
the persons concerned and that is furthermore proportionate to the legitimate aim it 
pursues.331 The analysis of the objective circumstances vis-à-vis an alleged 
discrimination comprehends, therefore, a proportionality test,332  which will be for 
the Court to apply on a case-by-case basis.  

In the field of copyright, the Court has never deemed a derogation from the 
principle of non-discrimination to be acceptable. On the contrary, it has ruled twice 
on the inadmissibility of such derogations. It held that exceptions to the principle of 
national treatment by way of material reciprocity as posited in the Berne 
Convention do not constitute an objective justification for discrimination, even 
though such rules do not use nationality, but country of origin, as a criterion.333 

The first rule of material reciprocity to come under the CJEU’s scrutiny was 
Article 7 paragraph 8 of the Berne Convention, which by default establishes that the 
term of protection of foreign works is set at the limit of the country of origin of the 
work, regardless of whether the country where protection is sought has longer 
terms.334 The Ricordi case335 concerned provisions of the German Copyright Law 
that did not deviate from this default rule of the Berne Convention (and therefore 
Article 7 paragraph 8 of that Convention applied). While deciding that the 
provisions of the German law were in fact in violation of the principle of non-
discrimination, the Court also stated that Article 7 paragraph 8 of the Berne 
Convention permitted German law to not discriminate between foreigners and 
nationals, since it was not a mandatory rule. In other words, German law could 
extend to foreigners the same term of protection as it granted its nationals. Thus, 
said provision could not justify the difference of treatment as regards the duration 
of protection.336 

Later on, in Tod’s,337 the question submitted to the Court was related to an action 
for infringement of registered designs in shoes, where the defendant pled for the 

329 Craig & de Búrca 2003 at 390-391; Tridimas 2006 at 121; Timmermans 2008a at 160-161. Contra, 
Walter & von Lewinski 2010, at 42-43.  

330 See generally case 14/68 – Wilhelm at 13, case 1/78 – Kenny at 18 and case C-398/92 – Mund & 
Fester at 16-17. In the field of copyright, see case C-28/04 – Tod’s at 28. 

331 See inter alia case C-274/96 – Bickel and Franz, at 26-27. 
332 Timmermans 2008 at 160 ff. 
333 See case 360/00 – Ricordi and case C-28/04 – Tod’s. 
334 Article 7 paragraph 8 of the Berne Convention: “In any case, the term shall be governed by the 

legislation of the country where protection is claimed; however, unless the legislation of that country 
otherwise provides, the term shall not exceed the term fixed in the country of origin of the work.” 

335 Case C-360/00 – Ricordi. 
336 Ricordi at 32-33. 
337 Case C-28/04 – Tod’s. 
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inadmissibility of the claim under Article 2 paragraph 7 of the Berne Convention. 
Unlike Article 7 paragraph 8, this provision puts forth a mandatory rule of material 
reciprocity by establishing that works protected in the country of origin solely as 
designs and models are only entitled to that protection, and not copyright’s.338 Here, 
the Court expressly recognized that there was a link between the country of origin 
of a work and the nationality of the author of that work.339 That being the case, the 
question at issue was actually one of discrimination based on nationality. It was in 
this context that the CJEU ruled that the provision of the Berne Convention could 
not stand for an objective justification of the discriminatory measure, since it was 
settled case law of the CJEU that the implementation of obligations imposed on 
Member States by the Treaty (such as the principle of non-discrimination) could not 
be subject to reciprocity.340 Consequently, that discrimination – based on the 
country of origin of the work – was prohibited under the general principle of 
prohibition of discrimination on grounds of nationality.341  

In short, and even though in theory the principle of non-discrimination can 
comprise derogations based on objective circumstances, in the field of copyright the 
CJEU has not yet considered a situation of discrimination to be acceptable – which 
in turn goes to show the centrality of the principle. 

3.5. Conclusion 

For the purposes of building a normative basis for further legislative action, the case 
law of the CJEU supplies ground principles that should be taken into account. At 
the outset, it is apparent that the principle of proportionality plays a central role in 
balancing rules of free movement of goods and services and exceptions thereto. 
Proportionality considerations are present in both the general case law of the Court 
and the decisions in copyright cases. This moreover seems also to be in tandem 
with copyright rationales and goals, which entail – to a lesser or greater extent, 
depending on the theory followed – regard for other (often competing) interests.342 

338 Article 2 paragraph 7 of the Berne Convention: “Subject to the provisions of article 7 (4) of this 
Convention, it shall be a matter for legislation in the countries of the Union to determine the extent of 
the application of their laws to works of applied art and industrial designs and models, as well as the 
conditions under which such works, designs and models shall be protected. Works protected in the 
country of origin solely as designs and models shall be entitled in another country of the Union only 
to such special protection as is granted in that country to designs and models; however, if no such 
special protection is granted in that country, such works shall be protected as artistic 
works.”(emphasis added). See also Ricketson & Ginsburg 2006 at 319, 465-467 and 570-571. 

339 Tod’s at 24-27. 
340 Ibid. at 30-31,34. 
341 Ibid. at 35. 
342 See also Geiger 2010 at 539, poiting out that “even among the advocates of a natural law-based view 

of property, it was always considered as a right inherently restricted by public interests.” 
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3.COLONIZING THE NORMATIVE GAP: THE INTERVENTION OF THE COURT OF JUSTICE 

It can be concluded from the CJEU case law that copyright requires the 
protection of certain moral and economic rights, and such protection constitutes its 
specific subject matter. Nevertheless, just like other property rights, copyright is not 
an absolute right. As a result, the use or commercial exploitation of copyright can 
be restricted with the objective of protecting other interests. Such restrictions, 
however, must be in accordance with the principle of proportionality and cannot put 
at risk the core substance of copyright – which means inter alia that restrictions to 
copyright cannot impair some level of protection of authors.  

The CJEU has somehow indicated that one way to achieve a balance between the 
interests involved is to bear in mind the concept of “normal exploitation” of 
copyright, which will be one that guarantees an adequate income to the right holder, 
but that does not go beyond that threshold. The principle of exhaustion, formulated 
by the Court and later codified in several directives, does exactly that: it restricts the 
use of the right of distribution to the first transfer of ownership, thus working as a 
limit to the commercial exploitation of copyright that goes beyond that standard of 
“normal exploitation.” The principle of exhaustion thus stands on proportionality 
concerns as well. 

It follows that the principle of proportionality, as part of the normative basis for 
legislative action, encompasses a balance between the different interests that are 
implied in copyright legislation. Namely, where a legislative measure is aimed at 
protecting the interests of copyright owners, it must be appropriate and necessary to 
achieve that goal, and must not go beyond what is needed to attain it, taking 
account of other interested parties. 

Another element that is central to the interplay between EU principles and 
copyright is the principle of non-discrimination. In fact, the discrimination test 
seems to take precedence over the other solutions established by the CJEU. The 
existence or grant of copyright is governed by the Member States as long as such 
grant is not subject to the requirement that the person concerned be a national of 
that Member State.343 The specific subject matter of copyright, which comes under 
the definition of “industrial and commercial property” of Article 36 TFEU as a 
justification to restrict trade, can only be considered a valid justification if it does 
not constitute a “means of arbitrary discrimination’, according to that provision. 
This is not to say that any conclusions should be drawn regarding the division of 
competences between the EU and the Member States, and the respective scopes of 
their legislative powers. As pointed out in section 3.3., neither of the provisions 
concerned has the effect of attributing legislative competence. However, the 
observations outlined above serve to show that, from a normative point of view, the 
principle of non-discrimination also occupies a central part in the scheme of the 
Treaties, and that fact should consequently be reflected on the harmonization of 
national laws. 

 

343 See joined cases C-92-326/92 – Phil Collins/EMI Electrola at 32. 
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