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The issue of damages

For most brand owners, the enforcement 
of their trademark rights means first and 
foremost stopping any infringing use as 
swiftly and efficiently as possible. In the 
majority of cases, claims for an award of 
damages will not be the primary objective 
for going to court. The reluctance to 
pursue such claims can be attributed to 
the fact that proceedings for damages are 
in many countries of the European Union 
(“EU”) burdensome, and their outcome 
is by no means certain. As a result, the 
cost-benefit ratio is often perceived as 
being unattractive. Hence, it comes as 
no surprise that in many EU jurisdictions 
there is still scant case law on damages 
and how these are calculated. 

While the substantive provisions of 
national EU trademark laws have long been 
harmonised, the uniform regulation of 
sanctions in cases of IP infringements were 
left to be dealt with by Directive 2004/48EC of  
the European Parliament and the Council  
of 29 April 2004 on the Enforcement of 
Intellectual Property Rights1 (“the Enforcement 
Directive”), which has meanwhile been 
transposed into all EU national laws. 

In December 2010, the European 
Commission issued a report on the application 
of the Enforcement Directive to provide an 
evaluation of the impact of the Enforcement 
Directive in the member states2 (“the Report”). 
In February 2011, the Max Planck Institute 
for Intellectual Property and Competition 
Law based in Munich, published its study 
on the overall functioning of the European 
trademark system,3 putting forward a number 
of proposals for substantive and procedural 
changes in the law. 

These backward looking initiatives warrant 
a brief analysis on the regulations of the 
Enforcement Directive as related to damages 
in trademark infringements, as well as an 
overview of the pertinent case law in the key 
jurisdictions: Germany, France and Spain. 

Harmonisation of damages  
in Europe
One of the key findings of the Max Planck 
report is that the volume and financial value 
of IP right infringements have increased 

significantly, primarily due to a rise in 
opportunities to infringe offered by the 
internet. Differences between the systems 
for enforcing IP rights in the member states 
create barriers to cross-border activities, 
weakening IP rights and thereby hindering a 
proper functioning of the internal market. In 
order to give rightsholders an effective tool to 
combat infringements of their IP rights, the 
Enforcement Directive provides a minimum 
legal framework, providing member states the 
option of adding additional sanctions which 
are more favourable to rightsholders. 

It is worth noting that the Enforcement 
Directive is the first European legislation 
dealing specifically with a uniform regulation of 
damages in IP rights. The seminal First Council 
Directive 89/104/EEC of 21 December 1988 to 
approximate the laws of the member states 
relating to trademarks4, had the objective to 
harmonise national trademark laws in order 
to provide a level playing field in the European 
market. It covered essential provisions on 
substantive trademark law, but did not address 
sanctions in cases of infringement. 

Likewise, Council Regulation (EC) No 40/94 
of 20 December 1993 on the Community 
Trademark5 (CTM) also contains no provisions 
concerning damages. It does, however, include 
measures for enforcing CTM rights and rules 
for determining the competent national courts 
for such actions. It also sets out that CTM 
proprietors are entitled to injunctive relief, 
and that the Court of Justice of the European 
Union (CJEU) is competent in proceedings for 
preliminary rulings to interpret trademark law. 

Enforcement Directive
Damages are dealt with by Article 13 of the 
Enforcement Directive. It first sets out in general 
terms that member states shall enable courts 
to order the infringer who knowingly infringes 
IP rights, or should have reasonably been 
aware of doing so, to pay the rightsholder’s 
damages appropriate to the actual prejudice 
suffered as a result of the infringement. 

Article 13 (1) (b) then stipulates the 
different methods on which basis damages 
may be calculated. They can first be 
determined on the basis of the amount of the 
actual prejudice suffered by the rightsholder. 

In that context, the Enforcement Directive 
specifically refers to lost profits, but also 
unfair profits made by the infringer as well as 
elements other than economic factors, such 
as the moral prejudice inflicted. 

Broadly speaking, lost profits are such 
which would have been generated by the 
trademark owner if the infringement had not 
occurred, ie, those profits which could have 
justifiably been expected in the normal course 
of business. However, in practice, how will 
the brand owner go about proving that the 
sales would have gone up if the infringement 
had not taken place? Courts will expect some 
factual basis for this contention, and in most 
cases the claimant will be hard pressed for 
producing such evidence, in particular if the 
infringed trademark has not been on the 
market for long. 

The concept of obtaining an award of 
the infringer’s profits (“unjust enrichment”) 
is a novel concept in some member states. 
In many countries, the trademark owner is 
required to prove that the profits were made 
as a result of the infringement, meaning that 
there is a causal link between the use of the 
infringed mark and the profit of the infringer. 
However, the infringer will often make a 
higher profit than the trademark owner 
was able to achieve with his legitimately 
branded goods. In that case the infringer will 
bring the defence that the products sold so 
well not because of the infringing use, but 
rather due to other reasons such as, lower 
manufacturing costs, a different – possibly 
better – technical function contained in the 
infringing product, no extra costs for service, 
and so forth. In countries in which courts 
accept such a defence, the infringer’s profits 
calculation tends to be unattractive. 

Moral prejudice refers to the damage 
inflicted due to tarnishing the goodwill of 
the brand as part of the moral damages. This 
prejudice can be considerable when affecting 
marks with a reputation. However, the Report 
indicates that moral damages are only rarely 
awarded and when they are, the sums 
awarded are low. 

Article 13 (1) (b) finally speaks of damages 
as a lump sum. These are calculated on the 
basis of royalties that would typically have 
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been due if the parties had entered into a 
licence agreement with reasonable content. In 
many cases, the parties will likely disagree on 
what reasonable royalties are, so the court is 
called upon to determine the royalties usually 
charged in the relevant sector of trade.

The Report indicates that member states 
treat the application of lump sum damages 
differently. Most countries provide a freedom 
of choice for the infringed party. It can choose 
whether to calculate damages on the basis 
of lost profits, infringer’s profits or lump sum 
damages; whereas in other countries lump 
sum damages are available only if damages 
cannot be calculated otherwise, or are only 
granted at the discretion of the court. 

Germany 
Determining the magnitude of damages on 
the basis of the three methods of lost 
profits: infringer’s profits, lump sum or 
licence analogy, are long established 
case law in German practice in 
accordance with Section 249, 252 of 
the German Civil Code and have also 
been recently codified in Section 14 
and 15 of the German Trademark Act. 

The infringed party is free to 
choose the preferred calculation at 
its discretion depending on which 
seems the most favourable. As such, 
Article 13 (1) (b) has been interpreted 
as leaving all options open to the 
infringed party without the court 
having a say.

That being said, in practice, damages are 
only rarely assessed on lost profits for the 
reasons set out above. The claimant bears 
the burden of proof to demonstrate that 
without the infringement, sales and turnover 
would have increased. Specifically, German 
case law6 requires that the claimant produces 
facts permitting a finding that, in the normal 
course of business or in the particular 
circumstances, there is a certain probability 
that without the infringement his turnover, 
or that of his licencee, would have increased. 
In effect, this means that the infringed party 
has to disclose internal sales figures and 
other data which serve as connecting factors 
for the court to make a plausible estimate on 
what profits could have accrued, but for the 
infringement. It is then up to the infringer to 
rebut such submissions and provide evidence 
to the contrary. Not withstanding the fact 
that the German Federal Supreme Court has 
significantly lowered the standard of proof 
regarding the causal link between presumed 
profit and infringement, this method of 
calculation remains unpopular as it requires 
the submission of extensive internal figures 
which most rightsholders will, for obvious 

reasons, be reluctant to provide. 
Likewise, requesting an award on 

the basis of the infringer’s profits is also 
burdensome and the outcome difficult to 
forecast, even with some degree of certainty 
as many unknown factors weigh in. The 
infringer’s profits are only to be surrendered 
to the extent that they are based on the 
trademark infringement, ie, that there is a 
causal link between the infringement and 
the actual profit made. The rightsholder first 
has the burden of proof that the infringer has 
generated a certain amount of net earning. 
In that respect he can rely on the information 
which the infringer is obliged to provide 
by way of accounting. To calculate the 
profit, the court will then deduce from this 
sum the expenses incurred by the infringer 
which will, in most cases, be the costs for 

producing and/or marketing the infringing 
product (expenses for the acquisition of 
materials, distribution or transport etc). 
Frequently, however, the infringer will also 
request, and the German Federal Supreme 
Court has accepted this in recent decisions7, 
a deduction due to other reasons, such as, 
that the profit has been made primarily on 
the basis of the particular aesthetics of the 
infringing product and a particular technical 
function differing from the original product. 
Other costs incurred, such as packaging, 
insurance, commission costs and cash 
discount for prompt payment, can also be 
deducted in particular circumstances. 

Conversely, the German Federal Supreme 
Court has also been clear in rejecting a 
deduction of the overheads of the infringer, 
which would have incurred irrespective of the 
infringement, such as salaries, depreciation, 
administrative and rental costs. 

All this information will ultimately be 
assessed in its entirety by the German trial 
judge who will evaluate the total infringer 
profits, possibly by also calling upon an 
expert witness. Not surprisingly, the infringer 
often presents a very dire picture of his 

commercial situation resulting in only minor 
profits or even alleged losses due to the 
infringement, thus adding to the frustration 
of the trademark owner. 

In light of these numerous 
imponderabilities, the licence analogy 
calculation is widely the most popular 
method of assessing damages in trademark 
infringements in Germany. As recently 
confirmed8, no figures have to be presented 
to the court, confirmation of the infringement 
being sufficient. The court has to evaluate 
and subsequently estimate what appropriate 
royalties would have reasonably been agreed 
upon between the parties by duly taking 
into account all relevant and objective 
circumstances at hand. Relevant factors 
are typically the reputation of the infringed 
trademark, the degree of confusion, intensity 

of the infringement, but also the 
duration and extent of infringement. 
In German practice, royalties range 
from 1% to 5% of the infringer’s 
total turnover generated with the 
infringed product. Royalties can be 
significantly higher if well-known 
trademarks are involved. While there 
has been a debate on multiplying 
royalties, thereby becoming punitive 
damages, no corresponding change 
in the law has been made. 

France
Traditionally, the purpose of the 
French Civil system was to only 

indemnify the damage suffered by the 
rightsholder; the compensation being based 
on the basic principle that the infringed 
party should merely be placed back in 
the situation where it would have found 
itself had the infringement not occurred. 
Therefore, the infringed party was entitled 
to full compensation of the loss, but 
no additional compensation – punitive 
damages not being available under French 
law. The infringer did not have to give 
back to the rightsholder the profits made 
through the infringement if those profits 
were higher than the actual loss – in effect, 
resulting in an absence of any dissuasive 
character for the infringers.

The Enforcement Directive was 
implemented and came into force in France 
in October 2007. Since its implementation, 
French courts must consider the negative 
impact of the infringement; not only relating 
to lost profit, but also the infringers’ profit as 
well as the moral harm to the rightsholder, as 
stipulated by the new article 716-14 of the 
French Intellectual Property Code.

As an alternative, courts may also grant 
rightsholders damages equivalent to the 
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usually charged in the relevant 

sector of trade.”



Intellectual Property magazine  73www.intellectualpropertymagazine.com November 2011

royalties that they would have received 
if a licence had been granted. These two 
alternative calculation methods seemed to be 
more favourable to the trademarks’ holders 
who could now claim damages much higher 
than their own lost profits. However, these still 
do not constitute punitive damages. 

The compensation for the negative 
economic consequences essentially takes into 
consideration four categories of damage:
•  The commercial loss suffered by the 

trademark rightsholder resulting from 
the infringement. This prejudice is based 
on the volume of counterfeit articles sold 
by the infringer, but does not correspond 
to the profits realised by the infringer since 
punitive damages are still not available under 
French Civil Law. It consists in the profits the 
trademark rightsholder would have made 
him/herself. The investments made 
by the rightsholder to promote his 
trademark (advertising, promotion) 
are also taken into consideration.

  Courts take into account the 
production capacity of the 
rightsholder compared to that of 
the infringer, at the date of the 
infringement.

•   The loss suffered due to the 
reproduction of the trademark 
or the low quality of the 
infringing product. 

  Evidence of commercial loss is 
not required for this category of 
prejudice.

•  The moral prejudice of the trademark 
rightsholder. The moral damage allows 
alleviating the depreciation of its brand image 
and own reputation due to the distribution 
of infringing goods of lower quality.

For instance, in a decision dated 12 January 
2011, the Paris Court of Appeal evaluated 
damages at EUR350,000 considering that, 
“The damage not only has to take into account 
the lost profit in accordance with a royalty, but 
also with the dilution of the trademark and 
the subsequent patrimonial damage for the IP 
right holder.”9

In another case, dated 4 March 2011, the 
Paris Court of Appeal allowed EUR30,000 
to the rightsholder to compensate for its 
economic damage, and EUR15,000 for its 
moral damage.10

Then, the court granted a EUR25,000 
sum installment, divided into EUR15,000 for 
the commercial loss and EUR10,000 for the 
dilution of the trademark.11

On the contrary, in the following cases, 
the Court of Appeal refused to increase 
the amount of damages granted to the 
rightsholder, on the grounds that:

–  “BACCARAT produces no element 
allowing the court to know the investments 
devoted to maintaining and promoting its 
trademarks.“12

 –  No distinct damage has been established 
other than the commercial one, which 
has already been compensated for by the 
judge.13

•  The infringer’s profit generated by the 
infringement. For this kind of prejudice, 
the court’s only possibility is to examine 
the evidence brought before it (quantities 
produced, marketed and sold by the 
infringer, the selling price etc). 

Concerning the infringer’s unfair profits, for 
the time being, although the judges refer to 
profits made by the counterfeiter, they do 
not specifically take them into account in the 

calculation of the damages, such as decided by 
the Paris Court of Appeal in Baccarat v Delsey.

In many cases, the main difficulty for 
the rightsholder is to demonstrate that the 
infringer’s profits result exclusively from the 
infringement. 

The second option consists of awarding 
to the rightsholder a lump sum calculated on 
the basis of the amount of royalties that would 
have been due in case of an authorised use. 
This method cannot be applied by the judge 
in the absence of a specific request from the 
injured party.

Since the exploitation of the infringed right 
is not required, this method is often used when 
the trademark owner cannot prove a use of his 
mark, or when it is difficult to demonstrate the 
commercial loss.

The rightsholder must demonstrate  
the common commercial practice, thus 
allowing the judge to set the rate of the 
royalty which should have been applied. 
This rate can be applied to a global turnover 
pertaining to the main activity and to 
directly linked secondary activities.14

This alternative may be more favourable 
to the rightsholder, in that it spares him the 

necessity to collect all the elements of proof 
required in the first method of damage 
evaluation.

While French courts have not increased 
the amount of damages awarded to the 
infringed party – in most of the cases due to 
the inability of trademark holders to establish 
their damages and to provide the courts with 
sufficient evidence – they currently undertake 
a more detailed analysis of each category 
of damages; although they still exclude the 
infringer’s unfair profit.

Spain
In Spain, the Enforcement Directive was 
implemented in June 2006, amending Articles 
41 and 43 of the Spanish Trademark Act. In 
particular, Article 43 governs damages for 
trademark infringements, fully implementing 

the calculation methods set forth in 
the Enforcement Directive.

As a condition to award 
damages, the courts require that 
the trademark owner calculates or 
at least provides an estimate of the 
damage suffered. Under Article 43(4) 
of the Trademark Act, the trademark 
owner may request that the infringer’s 
accounting documents are disclosed. 
These documents are then used to 
calculate the infringer’s profits, usually 
with the help of an expert’s report. 
If the defendant fails to submit the 
requested documents, the court may 
fix the amount of compensation on 

the basis of the lost profits calculated by the 
plaintiff.15

In order to calculate the damages, the 
courts often multiply the number of infringing 
goods actually sold by the turnover made by 
the trademark owner, from the sale of a single 
unit of the original goods. The costs incurred 
by the infringer with the manufacturing, 
acquisition and/or commercialisation of the 
infringing goods, must be deducted from the 
resulting amount.16

If the trademark owner chooses the 
licence analogy method, it is not necessary to 
prove the damage caused. Indeed, the right of 
the trademark owner to a royalty results from 
the need to award a fair compensation for 
damages even in cases where it is difficult to 
prove the infringer’s profits.17

Royalties are calculated on the basis of 
other licences granted by the trademark 
owner. If no licences have been previously 
granted, royalties are calculated on the basis 
of the licences usually given in the sector in 
question. In case No 320/2010, the CTM 
Court of Alicante applied a royalty of 4.5% 
of the defendant’s profits, adding to the 3% 
royalty established by the trademark owner in 

“The main difficulty for  
the rightsholder is to  
demonstrate that the  

infringer’s profits result  
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a previous licence agreement a further 1.5% 
resulting from the reputation of the infringed 
mark. However, the CTM Court of Appeal 
of Alicante reduced the royalty to 2% after 
stating that the plaintiff was not using the 
infringed trademark in Spain.18

In some cases, the defendant invokes that he 
is using a trademark registered in his name, and 
not infringing the plaintiff’s trademark. Even if the 
defendant’s trademark is cancelled by the court 
deciding on the infringement, some courts refuse 
to award a compensation for damages unless the 
infringer has acted in bad faith, or the trademark at 
issue is reputed.19

Under Article 43(5), the trademark owner 
will “in any case and without need for any 
proof” be entitled to 1% of the infringer’s 
turnover resulting from the infringing goods. 
The Spanish Supreme Court has established 
that if the court finds an infringement, 
such minimum compensation must be 
automatically awarded, even if the plaintiff 
has not explicitly claimed it and has failed to 
quantify the damages.20 

Very often, the plaintiff calculates the 
damages using either the lost profits or the 
licence analogy methods, and subsequently 
claims the minimum compensation provided 
by the law. If no higher damages are proven, 
the courts award the 1% of the infringer’s 
turnover, making it clear that this percentage 
refers exclusively to the turnover resulting from 
the sales of the infringing goods, and not to 
the general turnover made by the infringer 
during the relevant period.

Finally, under Article 43(1) the trademark 
owner may also request compensation 
for the harm caused to the prestige of 
the mark, especially through defective 
production of the infringing goods or 
inappropriate presentation of the trademark 
on the market. However, the loss of prestige 
cannot be automatically presumed from 
the well known character of the infringed 
trademark. It is necessary to prove that 
its prestige has been harmed due to the 
particular circumstances of the case.21

Could there be harmonisation of 
damages in Europe?
While there is still some way to go until, for 
example, a German court will award roughly 
the same amount of damages as a French 
court in a comparable trademark infringement 
case, the Enforcement Directive has promoted 
harmonisation relating to damages to a 
significant extent, and the process is still 
ongoing. That being said, differences persist 
in the countries of the EU, but overall brand 
owners undoubtedly have a much clearer 
picture of what can be expected irrespective of 
where damages are claimed. 
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