BRITISH REPORT FOR LIGUE INTERNATIONAL DU DROIT DE LA CONCURRENCE

Question A:  Comparative Advertising

Which framework for the regulation of comparative advertising?

_____________________________________________________________________

1. Legal Framework for the Applicable Rules on Comparative Advertising

1.1 Please indicate whether the rules on comparative advertising are based on statutory law or on case‑law.  Are there specific provisions applicable to comparative advertising in addition to the general rules of unfair competition?

The rules on comparative advertising are a mixture of statutory law and case law.

There are specific statutory provisions applicable to comparative advertising in the Trade Marks Act 1994 (the Trade Marks Act) and in the Control of Misleading Advertisements Regulations 1988
 (the UK Regulations).  There are also statutory laws that are not specifically aimed at comparative advertising, but may be applicable e.g. the Consumer Protection Act 1987, the Trade Descriptions Act 1968 and the Consumer Credit Act 1974.

There is specific case law in the area of malicious falsehood which addresses comparative advertising.

1.2 Which area of law (i.e., unfair competition law, consumer protection law,  advertising law) do such rules belong to? What are the aims of the system: on which principles do the rules or practice lie (what are the interests to be protected)?

These rules belong to various areas of the law ranging from trade mark infringement (including passing‑off
) to unfair competition
 to consumer protection to advertising law.
There is no one authoritative statement that sets out the principles of the UK system or the interests that are to be protected although the underlying aim would appear to be that of fair trading.  Paragraph 4(4)(a) of the UK Regulations suggests that regard should be had to the interests of all concerned and in particular the public interest.  This is consistent with the aim of the courts of protecting the interests of the public by preventing the law from stifling competition as it is a means of keeping down prices and improving products
.  This is tempered with a recognized need to safeguard the interests of owners of registered trade marks
.

1.3 In addition to the applicable statutory law and/or case law, are there professional codes, or industry self regulation rules relating to comparative advertising? What is the relevance of such rules, and to which market participants are they binding?

Yes, there are professional codes and industry self‑regulation rules relating to comparative advertising.  These are as follows:

(a) The British Code of Advertising, Sales Promotion and Direct Marketing (11th edition, 4 March 2003) (the CAP Code)

The CAP Code applies to advertising in all media other than television and radio.  It contains specific provisions addressing comparative advertising.

The Committee of Advertising Practice (CAP) is the self‑regulatory body that creates and revises the CAP Code.  

The Advertising Standards Authority (ASA) is the independent body that administers the CAP Code and investigates complaints.  

The CAP Code applies to all businesses involved in non‑broadcast advertisements.  Whilst it does not have the force of law, approximately 20 trade associations have agreed to comply with it.  

(b) The ITC Advertising Standards Code (September 2002) (the ITC Code)

The Independent Television Commission (ITC) was originally responsible for the enforcement of the ITC Code.  As of December 2003, its duties were assumed by the Office of Communications (Ofcom)
.  

The ITC Code applies to national TV broadcasters and satellite TV services provided by broadcasters within the UK.  It aims to protect viewers’ interests without placing undue restrictions on commercial free speech.  Compliance with the ITC Code is a condition of the television broadcasters’ licences.

(c) The Radio Authority Advertising and Sponsorship Code (December 2000) (the RA Code)
The Radio Authority was originally responsible for enforcing the RA Code.  As of December 2003, its duties were assumed by Ofcom
.

The RA Code applies to all radio advertising (with the exception of digital additional services) broadcast by the various licensed entities.

As can be seen from sections 1.1 to 1.3 above, the UK regime on comparative advertising is a mixture of self-regulatory and legal controls.  It is a three-layered system comprising: (i) legislation creating a system of civil and criminal actions regulating advertising; (ii) case law/common law prohibiting advertising that constitutes malicious falsehood; and (iii) self‑regulation by virtue of various codes.

2. Definition of comparative advertising

2.1 What is the definition of comparative advertising in the national law?

The only definition of “comparative advertising” in UK national law is in Paragraph 2(2)(A) of the UK Regulations.  This defines an advertisement as a comparative advertisement “if in any way, either explicitly or by implication, it identifies a competitor or goods or services offered by a competitor”.  This is the same as the definition in the Directive Concerning Misleading and Comparative Advertising
 (Directive 84/450) save for the addition of the words “in any way” which may, arguably, broaden the scope of the definition in the UK Regulations.

2.2 What are the criteria for identifying the competitor or its product?

There is no UK case law in which the definition of “comparative advertisement” and, in particular, the words “explicitly or by implication ... identifies a competitor or goods or services offered by a competitor” have been considered.  It is therefore necessary to look at UK case law on comparative advertising more generally.

A comparison can be drawn with a competitor or its product using a number of techniques including mentioning a competitor by name or mentioning the trade mark of a competing product
.  Regarding implied references to a competitor, case law suggests that where an expression is such that it can only be construed as referring to one competitor, that is likely to amount to identifying that one competitor
.  Furthermore, a poster advertisement which contained an indirect reference to the claimant by reference to promotions which the claimant was running was held to be an advertisement directed at the claimant
.  However, it should be noted that one of the stores at which the poster was displayed also published the claimant’s name alongside the poster.  It is unclear whether the posters by themselves, without the one direct reference to the claimant, would have amounted to identifying the competitor.  

2.3 Is there any differentiation with respect to direct and indirect comparison?

As mentioned in section 2.2 above, there is little guidance under UK law as to whether or not direct and indirect comparisons should be/would be differentiated.  One point to note, however, is that a claim for malicious falsehood (in particular where the comparison being made is in relation to price) may be difficult to substantiate unless the statement complained of is directed specifically at the claimant
.

2.4 Do advertisements claiming superiority or uniqueness of the product (like “the best”) fall under the scope of comparative advertising, or are such advertisements subject to general rules (i.e., the prohibition of misleading advertising)?

The only guidance on this point is found in  the CAP Code.  Most of the adjudications have decided such complaints under the comparative advertising parts of the CAP Code (as well as the parts of the Code on misleading advertisements generally), suggesting that claims like “the best” fall under the scope of comparative advertising.  Examples of three such adjudications are:

· A press advertisement by a car auction business in which it claimed to be “The North’s Principal Auction House”
.  The ASA concluded that the claim breached the CAP Code on the basis that the advertiser was unable to show that it was a market leader and the claim was therefore misleading. 

· A trade magazine advertisement headed “First for service”
.  The ASA concluded that the claim breached the CAP Code on the basis that the claim was a comparative one capable of objective substantiation and the advertiser had failed to provide documentary evidence to substantiate it.

· A martial arts school advertisement claiming that it was the “UK’s top martial arts school”
.  The ASA found the claim to be acceptable and not to be misleading on the basis that the advertisement would be seen as an expression of the advertiser’s opinion.

3. Admissibility of comparative advertising in general

Please indicate as to whether comparative advertising is either (i) totally prohibited, (ii) generally permitted, or (iii) permitted under certain circumstances in the national law?

Since the implementation of the UK Regulations, comparative advertising has been permitted under certain criteria, namely, paragraph 4A of the UK Regulations (see section 4.2 below for details).

However, even if a comparative advertisement complies with the UK Regulations, it may still be prohibited if it is contrary to other relevant UK laws e.g. the Trade Marks Act (see section 5 below for details).

4. Conditions for lawful comparative advertising

4.1 Do you agree that specific conditions should be set forth for comparative advertisement in addition to the general rules of unfair competition?

The UK does not have general rules of unfair competition.  Furthermore, if already has specific legislation addressing comparative advertising, namely, the UK Regulations.

Prior to the UK Regulations, the subject of comparative advertising was regulated by the three-layered system of regulation i.e. statute, case law and self-regulatory codes.  So, even in the absence of the UK Regulations, there is a general i.e. non‑specific, legal regime that regulates comparative advertising.

Legal commentators have suggested that the existing system is complex and uncertain in its effects and may well result in consumers and traders being uncertain whether or not any particular advertisement is lawful and on what ground.
  Further specific conditions may therefore be undesirable if they were to further complicate the existing system.

4.2 What are the conditions, in general, set forth in the statutory law or, in lack of statutory law, in the case‑law which the comparative advertisement shall comply with (i.e., it shall not be misleading, it must be objective, must compare relevant, essential and verifiable features, it must not denigrate the competitor, etc.)?  In case of EU and accession countries, please indicate if there is any difference from the Directive.

The relevant statutory law is the UK Regulations.  These provide for criteria that are essentially identical to those set out in Directive 84/450, namely that a comparative advertisement shall (as far as the comparison is concerned) be permitted only when the following conditions are met.  (It should be noted that the word “only” is present in the UK Regulations but not Directive 84/450.):

· it is not misleading;

· it compares like goods or services;

· it is objective;

· it does not create confusion between the advertiser and competitor;

· it does not discredit or denigrate the competitor;

· for products with designation of origin, it relates to products with the same designation;

· it does not take unfair advantage of the competitor’s trade mark;

· it does not present goods or services as imitations or replicas; and

· if it refers to a special offer, it indicates the date on which the offer ends, that it is subject to availability of the goods and services and, where the offer has not yet begun, the date on which it commences.

In particular:

Please note that there is no case law on the comparative advertising provisions of the UK Regulations.  Consequently, the only guidance on the issues raised in sections 4.3 to 4.5 and 4.7 to 4.9 is from UK case law on alternative causes of action.

4.3 What are the criteria for objective comparison? Is it allowed to make comparison on the basis of subjective factors?

The relevant provision in the UK Regulation is paragraph 4A(1)(c) (which is the same as Article 3a(1)(c) of Directive 450/84).

Most of the recent case law in the UK on comparative advertising relates to claims for malicious falsehood and trade mark infringement.  Neither of these causes of action has an express (or implied) requirement that the comparison be objective so there is no guidance on this point.

4.4 How is the criteria for the same need/same purpose of goods interpreted in the court practice?

The relevant provision in the UK Regulation is paragraph 4A(1)(b) (which is the same as Article 3a(1)(b) of Directive 450/84).

There is case law under the Trade Marks Act that considers the impact of differences in the goods/services that are being compared.  However, the wording in the UK Regulations is different from that provided for in Directive 89/104 and in the Trade Marks Act of “identical or similar goods or services”.  Legal commentators suggest that cases on trade mark law will therefore be of little relevance to its interpretation.

Limited guidance can be found in the case of Compaq v Dell. 
  In the claim for malicious falsehood the court found that two competing computer systems, with a difference in storage capacity of 17% and in access time of 30%, were not “essentially and basically the same”; they were materially different in essential features.
4.5 Under which circumstances is an advertisement considered as misleading under the national law? Do the same rules apply to comparative advertisements as well?

An advertisement is misleading if “in any way, including its representation, it deceives or is likely to deceive the persons to whom it is addressed or whom it reaches and if, by reason of its deceptive nature, it is likely to affect their economic behaviour or, for those reasons, injures or is likely to injure a competitor “of the person whose interests the advertisement seeks to promote”.  This wording is identical to that of Article 2(2) of Directive 450/84, save for the additional words in italics.  These would appear to have little, if any, impact.  

(a) Under the UK Regulations

Article 3 of Directive 450/84 (which sets out information in an advertisement which should be taken into account when determining whether or not it is misleading) is not repeated in the UK Regulations.  There does not appear to have been any discussion within the UK legislature as to why this provision was not included in the UK Regulations.

The term “misleading” has been considered in one case (an application for an interim injunction) under the UK Regulations in relation to a non-comparative advertisement
.  The judgment suggests that falsely conveying the impression that you are connected with, or acting on behalf of, a service provider may well be misleading.  The judgment suggests it is not necessary to adduce evidence that persons had actually been misled by the advertisement.

(b) Under offer causes of action
When assessing whether a comparative advertisement is misleading in a claim for malicious falsehood, the court applies the one audience/meaning test, namely, is the advertisement misleading to the average consumer.  When assessing the issue in a claim of trade mark infringement, the test is whether the advertisement is misleading to a substantial proportion of the reasonable audience
.  In assessing whether a comparative advertisement is misleading, the courts recognize that the public are used to a certain amount of hyperbole/”puffing” by advertisers and that statements may be subject to conditions and small print.  The test is whether a reasonable man would believe the claim to be serious or not.

Cases where the court has found comparative advertisements not to be misleading appear to be where the court thinks consumers would be aware of, or perhaps expect, additional facts and conditions which are not stated in the advertisement e.g.:

· in a comparison of the price of flights where the claimant’s flights were to airports in the city centre whereas the defendant’s flights were to airports many kilometres from the city and certain conditions were attached to the defendant’s flights
;

· in a comparison of the price of mobile phone services where the claimant said that on average its users saved £20 a month compared with a competitor’s users, without mentioning that the usage of a person may vary depending on price
.

These cases can be contrasted with a case where the court found a comparative advertisement to be misleading. The advertisement included results of tests on the products being compared.  Those tests had not been carried out under the normal mode of operation of those products and this was not apparent from the advertisement
.

4.6 Do you agree with the concept of the Proposed Directive that the misleading nature of the comparative advertisement shall be assessed in a different way depending on whether it harms the consumers or competitors? Do you see any potential pitfall in introducing the new rules of the Proposed Directive relating to the assessment of a comparative advertising, in particular, with respect to its misleading nature?

As part of the UK Government’s consultation on the draft Directive
, a significant number of business respondents appeared to agree with the concept that the misleading nature of a comparative advertisement shall be assessed in a different way for B2C advertisements as opposed to B2B advertisements. They were of the view that B2B transactions are of a totally different nature to B2C transactions.

Unlike its (and Directive 450/84’s) treatment of B2B comparative advertising, the draft Directive introduces the need for a causal link between a B2C comparative advertisement and the transactional decision by the consumer. Business respondents to the UK government’s consultation on the draft Directive commented that such a link was generally welcomed.  However, the National Consumer Council has suggested that the requirement for a transactional decision should be deleted.

In theory, the Proposed Directive appears to be a move away from the existing position in the UK because of the need for a “transactional decision”.  However, in practice it seems unlikely that it departs from the way in which the UK courts apply the current law because they currently tend to find a need that an advertisement be misleading in any event.  

4.7 Under which circumstances can it be established that the comparative advertising creates confusion in the market with the competitor and/or its product?

The relevant provision in the UK Regulation is paragraph 4A(1)(d) (which is the same as Article 3a(1)(d) of Directive 450/84).

There does not appear to be any guidance on this under UK law.  The Trade Marks Act refers to “ a likelihood of confusion” which includes “a likelihood of association”. However, as this wording is quite different to that in the UK Regulations, case law under the Trade Marks Act does not appear to be relevant. Also, whilst the courts have considered the term “misleading” in relation to comparative advertisements, the fact that there are separate criteria in the UK Regulations relating to misleading comparative advertisements suggests that these are different concepts and that case law on “misleading” is not relevant when assessing the issue of “confusion”.

4.8 Under which circumstances can it be established that the comparative advertising discredits or denigrates the competitor, its trade name or its product? Can even the presentation of real facts in the comparative advertising amount to discreditation or denigration?

The relevant provision in the UK Regulations is paragraph 4A(1)(e) (which is the same as Article 3a(1)(e) of Directive 450/84).

The leading authority is BA v Ryanair, where the issue of “denigration” under Directive 450/84 was briefly considered. The comparative advertisement in question contained the heading “Expensive BA ---- DS!”. The court felt that this amounted to denigration and appear to hold the view that if a comparison is offensive then it amounts to denigration
.

The CAP Code contains a provision substantially similar to that in the UK Regulations. When considering the CAP Code, the ASA have held that a comparison which related to goods which were not “like for like” was unfair and therefore denigratory
.

4.9 Is it permitted to compare, exclusively, the prices of the competing products/services? Is it required to also indicate other characteristics of the products/services subject to the comparison? Even if comparing prices cannot in itself discredit or denigrate a competitor who charges higher prices, under which circumstances might such price comparison render the comparison still impermissible? Is it allowed to compare list prices to discounted prices?

UK case law on price comparison advertisements suggests (insofar as the law on trade mark infringement and malicious falsehood are concerned) that it is permitted to compare, exclusively, the prices of competing products/services. Recent cases (all being applications for interlocutory relief) where such comparisons have been allowed include:

· Vodafone v Orange (a claim for trade mark infringement and malicious falsehood), where the defendant claimed that users of its service saved on average £20 a month compared with users of the claimant’s service
;

· BA v Ryanair (a claim for trade mark infringement and malicious falsehood), where the advertisements were price comparisons of flights
; and

· Cable & Wireless v BT (a claim for trade mark infringement), where the advertisements were comparisons of fixed line telephone services
.

Such price comparisons appear to be allowed even if there is no indication of other characteristics of the products e.g. in the BA v Ryanair case, some of the flights compared were to different airports and certain conditions on the claimant’s tickets were not indicated in the advertisement.

Regarding circumstances in which a price comparison is not permitted, BA v Ryanair suggests that if the omission of characteristics/information from the advertisement makes the price comparison a “significantly unfair comparison”, it may be objectionable. 

The case of Currys v Comet
 suggests that a price comparison discredits or denigrates a competitor if the comparison is false and, if that comparison may be taken seriously, it may be actionable as a malicious falsehood.

Under the ITC Code, indications of comparative prices in TV advertisements must be accurate and must not mislead by omission, undue emphasis or distortion.  

Under the Consumer Protection Act 1987 it is a criminal offence to give a misleading price indication to a consumer.  This includes a misleading or false price comparison.

The Courts have not expressly considered whether or not list prices may be compared with discounted prices.  However, in Compaq v Dell the Court did find that a claim by the defendants that their products were “thousands of pounds cheaper” than the claimant’s was not capable of being justified.  The defendant was comparing its retail prices with the claimant’s retail prices.  However, the claimant sold its products to many end users at significantly discounted prices.

4.10 Are there any further criteria set forth in the national law or professional codes/industry self regulation rules relating to comparative advertising?

Yes, as set out below.  Sections (a)-(c) refer to further criteria in the national law and sections (d)-(f) refer to criteria in professional/industry self-regulation.

(a) Malicious falsehood

An action for malicious falsehood arises where (i) the defendant has published words about the claimant which are false, (ii) they were published maliciously, and (iii) special damage has resulted as a consequence of the publication.

The tests for a successful claim are stringent, and the courts are reluctant to consider a claim for malicious falsehood where a claim for trade mark infringement is also being brought in relation to a comparative advertisement
.  Of the cases brought since the coming into force of the Trade Marks Act, only one has succeeded
.  (It should be noted that this case arose after the UK Regulations came into force, demonstrating that UK courts are still willing to consider such claims notwithstanding the UK Regulations.)

(b) Trade mark law

Please see section 5 below.

(c) Trade Descriptions Act

Under the Trade Descriptions Act 1968 it is a criminal offence to apply a false trade description to any goods in the course of business.  This means that an advertiser who falsely describes the goods of a competitor will be liable as if he had falsely described his own goods.

(d) The CAP Code

The main principles underlying the CAP Code are that all advertisements should be legal, decent, honest and truthful.

The CAP Code contains specific requirements with which comparative advertisements should comply.  These are substantially similar to the criteria set out in the UK Regulations.  In addition, the Code provides for the following:

· comparisons that do not identify competitors or their products explicitly or by implication should be clear and fair;

· the elements of comparison should not be selected in a way that gives the marketers an unfair advantage; and

· comparative claims that do not have identifiable competitors and/or products should not unfairly attack or discredit businesses or their products.

The advertiser must hold documentary evidence to prove all claims, whether direct or implied, that are capable of objective substantiation.

(e) The ITC Code

This contains specific provisions dealing with comparative advertising in the TV media.  The overriding principle is that there must be no realistic likelihood that viewers will be misled as a result of any comparison, whether about the product or service advertised or that with which it is compared.  

The ITC Code provides that, for the purposes of the ITC Code, the term “comparative advertising” is wider than the definition in the UK Regulations and covers comparisons of a more general kind where a competitor is not identified.  The ITC Code contains guidelines to be taken into account in deciding whether or not a comparative advertisement is acceptable.  These are substantially similar to the criteria set out in the UK Regulations.

(f) The RA Code

This provides that radio advertising should be legal, decent, honest and truthful, and that the RA Code should be applied in spirit as well as in the letter.  Comparative advertisements broadcast over the radio need to comply with the provisions set down in the UK Regulations and the following additional criteria:

· principles of fair competition must be respected and comparisons used should not be likely to mislead listeners about either product;

· points of comparison are based on fairly selected facts which can be substantiated; and

· comparisons chosen do not give the advertiser an artificial advantage over his competitor.

4.11 Would you propose any additional criteria which comparative advertisements, in general, should comply with?

No.

5. Use of competitor’s trademarks or trade names 

5.1 Is it permitted in the national law to use a third party’s trademark – without the trademark holder’s express consent ‑ in comparative advertising? If yes, in which way is the reference to the competitors trademark allowed under the national law? 
(a) The UK Regulations

A third party’s trade mark may be used in comparative advertising providing the criteria in paragraph 4A(1) of the UK Regulations are met and, in particular, the criteria in:

· paragraph 4A(1)(d), (replicates Article 3a(1)(d) of Directive 450/84);

· paragraph 4A(1)(e), (replicates Article 3a(1)(e) of Directive 450/84);

· paragraph 4A(1)(g), (replicates Article 3a(1)(g) of Directive 450/84); 
and

· paragraph 4A(1)(h), (replicates Article 3a(1)(h) of Directive 450/84).

As mentioned in section 4 above, there is no UK case law on the above issues so the only guidance on how the UK courts will interpret these provisions is how they have interpreted similar concepts in other UK laws, in particular under the Trade Marks Act.

(b) Trade Marks Act 1994

A UK registered trademark is infringed if (among other things) a third party, without the registered proprietor’s consent, uses an identical mark on or in relation to identical goods or services for which the mark is registered
.  To the extent that a comparative advertisement incorporates a competitor’s registered mark, on the face of it, such use would infringe that mark. 

However, section 10(6) provides that:

“Nothing in the preceding provisions of this section shall be construed as preventing the use of a registered trade mark by any person for the purpose of identifying goods or services as those of the proprietor or a licensee.

But any such use otherwise than in accordance with honest practices in industrial or commercial matters shall be treated as infringing the registered trade mark if the use without due cause takes unfair advantage of, or is detrimental to, the distinctive character or repute of the trade mark.”

The primary objective of section 10(6) is to permit comparative advertising.  Consequently, use of a registered trade mark in a comparative advertisement is permitted provided that use (i) is in accordance with honest practices in industrial or commercial matters, and (ii) does not without due cause take unfair advantage of, or is not detrimental to, the distinctive character or repute of the mark. 

Section 10(6) is not provided for in Directive 89/104
.  The first part of the section  is “homegrown” and the first part of the proviso is derived from Article 10 bis (2) of the Paris Convention dealing with unfair competition
.

Notwithstanding the implementation of the UK Regulations, UK case law suggests that section 10(6) will still be relevant and necessary in assessing the lawfulness of comparative advertising in the UK and that the UK Regulations have no direct bearing on the UK concepts of trade mark infringement
.  However, the UK courts appear to hold the view that the criteria set out in section 10(6) are no more restrictive than those in Directive 450/84 (and thus the UK Regulations)
.

N.B. The Community Trade Mark Regulations
 contain no provision expressly permitting use of a community trade mark in a comparative advertisement.  In particular it has no equivalent provision to that of section 10(6) in the Trade Marks Act.

5.2 In which cases can the trademark holder object to the use of its trademark in the comparative advertising? Are there special rules applicable to well‑known trademarks or trademarks with a high reputation?

Please refer to section 5.1.

Regarding well-known marks, section 56 of the Trade Marks Act provides that the proprietor of a well-known mark may restrain use in the UK of (among other things) an identical mark in relation to identical or similar goods where the use if likely to cause confusion.  There is no saving provision that is equivalent to section 10(6).

5.3 What are the criteria for establishing that the comparative advertisement does not take unfair advantage of the reputation of a trade mark, trade name or other distinguishing marks of a competitor? 

The UK courts have yet to consider when a comparative advertisement takes unfair advantage of the reputation of a trade mark under the UK Regulations. 

The second part of the proviso in section 10(6) of the Trade Marks Act contains similar wording i.e. “without due cause takes unfair advantage of … the distinctive character or repute of the trade mark”.  However, case law on section 10(6) has focused on the first part of the proviso i.e. the need for the use to be in accordance with honest practices.  The courts have commented that the requirement that use does not take unfair advantage of the reputation of a trade mark adds nothing significant to the need for the use to be in accordance with honest practices.  So if dishonesty can be proven, it automatically follows that the use takes unfair advantage of the reputation of the mark.   It is therefore necessary to look at how the courts view the word “honest”.

The expression “honest commercial practices” has been considered in a number of UK cases in relation to, for example, credit cards (Barclays Bank v Advanta
), mobile phone services (Vodafone v Orange), fixed line telephone services (Cable & Wireless v BT) and airline services (BA v Ryanair).  The guidelines set down in these cases for whether or not use of the mark is dishonest include:

· objective test:  would a reasonable reader be likely to say, upon being given the full facts, that the advertisement is not honest?

· statutory or industry agreed codes of conduct are not a helpful guide; honesty has to be gauged against what is reasonably to be expected by the relevant public of advertisements for the goods or services in issue;

· it should be borne in mind that the general public are used to the ways of advertisers and expect hyperbole;

· the Trade Marks Act does not impose on the courts an obligation to try and enforce through the back door of trade mark legislation a more puritanical standard than the general public would expect from advertising copy;

· an advertisement which is significantly misleading is not honest for the purposes of section 10(6); and

· the advertisement must be considered as a whole.

5.4 Is it desirable to limit the reference to the competitor by using only the word format of its trademark?

This issue does not appear to have been considered by recent UK case law (or by the authorities enforcing the various self-regulatory codes).  It may be desirable to restrict use of a logo/device mark on the basis that such use would exceed what would be necessary to assist rational consumer choice; use of the word mark alone may suffice.

5.5 Do you consider it necessary to establish express rules relating to the requirements for the use of a third party’s other intellectual property rights (i.e., design, copyright) in the comparative advertising? If yes, under which circumstance should the use of third party’s other intellectual property rights (i.e., design, copyright) be permitted in the comparative advertising?

If a comparative advertisement reproduces e.g. a competitors logo or product design, this is likely to amount to copyright infringement unless a statutory exemption applies e.g. incidental inclusion.

It seems likely that in most comparative advertisement claims a defence of incidental inclusion will fail as the work will have been deliberately included for the very reason of acting as a reference to the claimant or its products
.  

Consequently, UK copyright law may prohibit comparative advertising that would otherwise be permitted under the UK Regulations, perhaps supporting an argument that express rules relating to comparative advertising and copyright are required.  On the other hand, the UK copyright laws only prevent an advertiser from using, for example, a logo form of a competitor’s trade mark.  There is still scope for lawful comparative advertising using e.g. a word mark or competitor’s name.

The situation regarding UK design laws is analogous to that of copyright.

6. Designation of origin
6.1 If your jurisdiction is outside the EU, please indicate whether the applicable rules contain a similar restriction on comparative advertising of goods with designation of origin.

Not applicable

6.2 Please indicate as to whether you consider it justified to limit the possibility of comparison to goods with the same designation of origin.

The requirement that goods with a designation of origin may only be compared to goods with the same designation of origin has been implemented in paragraph 4A(1)(f) of the UK Regulations (which is the same as Article 3a(1)(f) of Directive 450/84) and is also contained in the CAP Code. 

This provision appears to be at odds with paragraph 4A(1)(g) of the UK Regulations which suggest that, provided an advertisement does not take unfair advantage of a designation of origin, it will be permitted. Authority suggests that the provision in Directive 450/84, on which paragraph 4A(1)(f) is based, “is difficult to justify because it quarantines certain products from most types of comparative advertising.  Article 3a(1)(g) would have been sufficient to ensure that the comparison does not take unfair advantage of a competitor’s reputation”
.

6.3 What are the criteria to assess that the comparative advertising does not take unfair advantage of the reputation of the designation of origin of competing products?

The UK courts have yet to discuss this criteria under the UK Regulations. See section 5.3 above for details regarding “unfair advantage” generally.

7. Special rules applicable to comparative advertising relating to certain goods or services 

7.1 Please indicate as to whether in the national law or in self‑regulatory code of conducts there are special rules applicable to comparative advertising in certain fields of industry/business (i.e., pharmaceuticals, professional services) in addition to the general rules on advertising restrictions? If yes, please specify these rules in details.

Yes, there are special rules applicable to comparative advertising in certain fields of industry/business, as set out below.

(a) Medicinal products:  It is a criminal offence for anyone to issue an advertisement which suggests that the effects of a particular medicinal product intended for human use are (among other things) better than, or equivalent to those of an identifiable treatment or medicinal product
. 

(b) Consumer credit:  The Consumer Credit (Advertisements) Regulations 1989 specify the maximum content of “simple” and “intermediate” credit advertisements and the minimum content of “full” advertisements.  Only full advertisements are permitted to contain comparative information claiming (expressly or impliedly) a lesser expense or obligation than that imposed by other credit providers
.  In such cases, the identity of the other providers and their comparable terms must be given in close proximity and with equal prominence. 

(c) Good dietary practice:  Comparisons between products must not discourage the selection of options such as fresh fruit and vegetables which accepted dietary opinion recommends should form a greater part of the average diet
.

(d) Charities:  Advertisements must not include comparisons with other charities, non‑charitable voluntary bodies or government and agencies
.

(e) Solicitors:  No publicity by a solicitor may make direct comparison or criticism in relation to the charges or quality of service of any other identifiable solicitor.  However, a solicitor may participate in the preparation of a bona fide survey of legal services conducted by a third party which may make comparisons between the charges of or quality of service provided by different solicitors
.

In addition to the above, there are general roles applicable to advertising in certain fields of industry/business e.g. tobacco products and alcohol, which whilst not specific to comparative advertisements, will apply to them in the same way as they apply to advertisements generally.

7.2 Do you consider that it is justified to have such special rules?

The restrictions on comparative advertising described above have been implemented on grounds of public policy and the protection of the public.  This would seem to be justified where there are significant risks of harm (e.g. health and/or financial) and where consumers do not necessarily possess the necessary expertise to protect themselves from such risks.

7.3 Do you propose to have special rules relating to other businesses?

From a review of the published parliamentary bills there does not appear to be any intention to introduce new regulatory requirements on comparative advertising for other business sectors.

8. Burden of proof

8.1 Please indicate the rules on burden of proof in the course of assessing the lawfulness of the comparative advertising.

Different rules will apply depending on which law/cause of action the complaint is based.

(a) The UK Regulations

According to general principles of UK law, the burden will be on the Office of Fair Trading (OFT) to prove that the advertisement complained of does not meet one or more of necessary criteria.

(b) Registered trade mark infringement

The burden will be on the claimant to show (on the balance of probability) that the use of the mark concerned amounts to an infringement.

If the defendant claims a defence under section 10(6) of the Trade Marks Act, the burden is on the claimant to show that the defendant’s use of the mark falls outside of that proviso i.e. is not in accordance with honest practices
.

(c) Malicious falsehood

The onus of proof is on the plaintiff to show that the necessary elements of the cause of action exist on the balance of probability
.

(d) Trade Descriptions Act

The onus will be on the Trading Standards Authority to show that the description complained of is false beyond reasonable doubt.

8.2 Are there special rules applicable for comparative advertising in addition to the general rules on burden of proof?

Under paragraph 6(4) of the UK Regulations, if the court requests that the defendant furnish evidence of the accuracy of any factual claim in the advertisement and sworn evidence is not produced, the court may decline to hold that the factual claim is accurate.  (This mirrors Article 6(b) in Directive 450/84).  This essentially switches the burden of proof to the defendant.  

8.3 What kind of evidence (i.e., test results, expert opinion) shall the advertiser provide with regard to the accuracy of factual claims of the advertisement?

Paragraph 6(3) of the UK Regulations contains a similar provision to that in Article 6a of the Directive regarding the furnishing of evidence to the OFT. However, under the UK Regulations, the OFT’s power to request that such evidence be furnished are expressly limited to an application for an injunction.

The UK Regulations do not specify the type of evidence that may be furnished. However, in comparative advertisement cases which have considered claims for trade mark infringement and malicious falsehood claims, the following evidence has been adduced:

· expert evidence e.g. in Vodafone v Orange, evidence from accountants, and in BA v Ryanair, evidence from a travel agent;

· non-expert witnesses e.g. in Emaco v Dyson, employees who were involved in the preparation of the advertisement;

· test results e.g. in Emaco v Dyson, results of tests conducted by the expert witnesses on the performance of the relevant products.

8.4 Is there any timeframe for the advertiser to provide evidence?

The UK Regulations do not specify any timeframe within which the evidence requested by the OFT under paragraph 6(3) of the Regulations must be furnished (compare with Directive 450/84 which states that the timeframe is “a short period of time”).

9. Comparisons made by third parties

9.1 Is it permitted to carry out test comparisons, and if yes, under which legal requirements? Is there any restriction, in general, on publishing any test results?

There are no legal restrictions on third parties carrying out test comparisons on products. Similarly, there are no restrictions on publishing such test results, provided that publication would not result in the breach of some other legal obligation or liability, e.g. breach of copyright, breach of confidentiality or actionable misrepresentation.

9.2 Is the use of any test result in comparative advertising permitted?  If yes, under which circumstances?  Is it required to obtain the consent of the person/organization who carried out the test?

Test results are permitted provided that such use is in accordance with honest practices.  The Emaco v Dyson case considered use of comparative test results in advertisements and found that the following factors were relevant in determining whether use was in accordance with honest practice: (i) must reflect the conditions which the product will encounter in practice and be in accordance with the manufacturer’s instructions; (ii) the existence of any accepted industry standard test for testing the type of product under consideration may be relevant; and (iii) where an advertisement claims to be based on “independent test results” and such results are not achieved by a third party acting independently, the representation will be viewed as false and therefore dishonest. 

Under the CAP Code, unless the test results used are genuine statements taken from a published source, references to tests, trials and research facilities should be used only with the permission of those concerned.

9.3 Can the organization preparing the test be held liable for its result even if it is not a competitor? If yes, under which rules (i.e., unfair competition law, general tort law.)?

If the test results were negligently prepared, and the organisation owed a duty of care to the complaint, there may be liability under the tort of negligence.  Liability may also arise for malicious falsehood or tortious misrepresentation.

10. Cross‑border advertising

10.1 Do you have any statistical data relating to cross‑border complaints on comparative advertising?

The European Advertising Standards Alliance (EASA) compiles statistics on cross‑border complaints it receives in relation to advertisements originating in any member country. 

In 2002, the EASA received 198 cross-border complaints
 (see section 10.3 for an explanation of the functions of the EASA).  Of these 198 complaints, 169 complaints were in relation to misleading advertisements.  A review of EASA’s published reports of cross-border complaints from September 2002 to August 2003 do not contain details of any cross-border complaints received in connection with comparative advertising
.

10.2 If yes, what was the subject of the legal dispute?

Not applicable.

10.3 In case of a cross‑border complaint, who is entitled to initiate any procedure, and before which forum?

The EASA
 cross-border complaint handling system determines who is entitled to initiate a procedure under the self-regulatory codes.

For advertisements originating in the UK, an overseas complainant will notify his domestic SRO who will then refer the complaint to the ASA.  The complaint is then addressed by the ASA under the CAP Code (see sections 4.10(a) and 11.2(c)).  The ASA is responsible for enforcing any sanctions.

For advertisements originating outside the UK, the process operates in reverse.  A complainant in the UK notifies the ASA who then refers the complaint to the SRO in the relevant country which determines the complaint according to their domestic procedure.

10.4 In case of cross‑border cases, what kind of conflict of law rules apply? 

Different conflicts of law rules apply to different causes of actions/proceedings.

(a) Cross border complaints under the self-regulatory system

Please see section 10.3 above.  This should mean that no conflict of law issues arise in relation to complaints under self-regulatory codes. 

(b) Trade mark infringement

An infringing act which is committed outside the UK on a UK registered trade mark cannot be sued upon as an infringement of the UK registered mark
.  As a result, a trade mark complaint based on distribution of a UK originating advertisement in a non-UK territory should, in general, be brought under the trade mark laws of the non-UK territory.

Regarding jurisdiction, under the Brussels Convention, a court in England may (in certain circumstances) take jurisdiction over a claim involving a defendant domiciled in England for an alleged infringement of a non-UK trade mark.

(c) Malicious falsehood

As a general rule, an act done in a foreign country which is alleged to give rise to liability for a malicious falsehood
 will be actionable in the UK courts if it: (i) is an act which, if done in England, would give rise to a claim of malicious falsehood; and (ii) is actionable according to the law of the foreign jurisdiction where the act was committed.

It appears that English law will be applied to the extent that it is congruent with the rights available under the foreign law.

(d) On‑line advertisements
An on‑line comparative advertisement will (like on‑line advertisements generally) be subject to the laws of the UK if the trader is established in the UK.  On‑line (comparative) advertisements provided from other Member States may not be restricted.

11. Enforcement of complaints against unpermitted comparative advertising

11.1 Who is entitled to start proceedings in the case of unpermitted comparative advertisement?

(a) The UK Regulations

Only the OFT can bring proceedings under the UK Regulations.  In practice, the OFT will only step in when the ASA or Ofcom have been unable to deal adequately with a complaint under their self‑regulatory systems.

(b) The CAP Code

The ASA has the right (either in response to the lodging of a written complaint or of its own initiative) to investigate apparent acts of non‑compliance with the CAP Code and to issue a ruling as to whether or not the CAP Code has been breached.  (N.B. Complaints will not normally be pursued by the ASA if the point at issue is the subject of simultaneous legal action.)

(c) Trade mark infringement, malicious falsehood

The person aggrieved is entitled to start proceedings.

11.2 What are the sanctions against using unpermitted comparative advertising?

(a) The UK Regulations

On application to the courts by the OFT, an injunction may be granted.  Under Part 8 of the Enterprise Act 2002, the OFT has greater powers to take immediate action in relation to “business to consumer” comparative advertising which fails to comply with the UK Regulation.  Except in urgent cases, the OFT will consult with the relevant business and seek undertakings before taking court action.

(b) Trade mark infringement 

The remedies available to a registered trade mark owner for trade mark infringement are
: (i) an injunction; (ii) the delivery up for destruction or the erasure of the mark from offending material
; and (iii) at the claimant’s option, damages or an account of profits.

(c) Malicious falsehood

The remedies are: (i) damages; (ii) an injunction; and (iii) a declaratory judgment.

Pecuniary loss resulting from the falsehood is recoverable and aggravated damages may be awarded to take into account distress, anxiety and injury to feelings.

(d) The CAP Code

The ASA will request that the advertiser withdraws or amends the advertisement.  If the advertiser fails to do so then the following sanctions may apply
:

· adverse publicity;

· refusal of further advertising space by publishers and media;

· withdrawal of trading privileges available through membership of advertising bodies and, in exceptional cases, expulsion from the advertising body;

· pre‑publication vetting advertisement by the ASA; and

· referral under the UK Regulations to the OFT who can then apply for an injunction (see section 11.2(a) above).

(e) The ITC Code

Ofcom has the power to require advertising which does not comply with the ITC Code to be withdrawn or rescheduled.  It may also issue directions or impose financial penalties on broadcasting licensees which breach the ITC Code, shorten the term of their licence or remove it.

(f) The RA Code

Ofcom has the power to require that the advertisement be withdrawn.  It may also require a warning, apology or correction, or a fine or the shortening or revoking of a radio broadcasting licence.

(g) Other

Criminal sanctions for misleading comparative advertising under the Consumer Protection Act 1987 or false trade descriptions under the Trade Description Act 1968 are in the form of fines and/or imprisonment.

11.3 What are the requirements for obtaining an interim measure?

(a) The UK Regulations

Please see section 11.2(a) above.

(b) Trade mark infringement

In order to obtain an interim injunction a claimant must demonstrate that he has an arguable case and that, if the defendant continues the acts complained of, the claimant is likely to suffer substantial irreparable damage i.e. it will not be compensated by an order for damages at trial
.

The court will also take into account the balance of convenience and a party’s ability to be able to meet an order for damages if it loses at trial.

If any injunction is granted, the claimant must give a cross-undertaking to pay damages for loss caused to the defendant as a result of the injunction if it transpires at trial that the injunction should never have been granted.

(c) Malicious falsehood

The question of whether an interim injunction should be granted is influenced by a concern to protect free speech.  Where the words complained of are not manifestly false
 and the defendant intends to justify the statement, no interim injunction will be awarded.

(d) The CAP Code

The ASA can take interim action to ensure that non-complying advertisements are amended or withdrawn if it appears necessary to avoid further harm.

(e) The ITC Code

Ofcom can require the suspension of an advertisement during investigation of the case.  However, the ITC Code does not give any guidance on when such suspension may be requested by Ofcom.

11.4 Is it possible to prevent the publication of an unpermitted comparative advertising? 

Neither the OFT nor the ASA has the power to prevent the publication of unpermitted comparative advertising. 

A complainant with knowledge of the unpublished advertisement may be able to seek an injunction on the grounds of trade mark infringement and/or malicious falsehood.  The principles applicable to the grant of interim injunctions are set out in section 11.3.

11.5 Do you have any statistical data relating to complaints (i) from consumers and (ii) from competitors on comparative advertising?

The ASA receives approximately 13,000 complaints each year.  Approximately 92% of these complaints are from consumers and 8% from the industry.  In 2002, the ASA received 801 complaints under the CAP Code in relation to comparative advertising and, in 2003, 736 complaints
.  

In 2002‑2003, the OFT worked on 369 cases of alleged misleading advertising and obtained 33 undertakings and eleven court orders for an injunction
.  However, it is unclear how many of these cases related to comparative advertising as opposed to misleading advertising generally.
12. Suggestions of improvements to the system, harmonization

Harmonisation across the EU may be beneficial in the interests of multi‑national competition. The universal adoption of a harmonised system of advertising regulation would allow advertisers to run pan-European advertising campaigns without fear of breaching advertising regulations in any one member state and, from an advertiser’s perspective, would result in obvious advantages through economies of scale. More particularly, a harmonised system of advertising regulation would assist small and medium sized enterprises which compete on a comparative basis in achieving access through advertising to the markets of other Member States. However, as mentioned in section 4.1 above, the existing UK legal regime regulating comparative advertising is complex, and the implementation of further regulation may complicate it even further by creating another level of legislation for businesses to deal with.  
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