The protection of software in the Federal
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Since the decision of the German Federal Supreme
Court of 9 May 1985 (‘Inkasso case’)' has estab-
lished high standards for the copyrightability of
software, the Federal Republic of Germany is said
to have the most limited copyright protection of
software in Europe? According to s.2 of the
German Copyright Act, computer programs are
protected by copyright law if they represent an indi-
vidual, original, creative achievement, In the view
of the Supreme Court, this section only applies if the
form of a program in selection, collection, arrange-
ment, and division of information and statements
goes far beyond the skills of an average pro-
grammer.

These rules have been widely critised in national
and intenational literature,’ the main argument
being that their application would result in about
90 per cent of software being unprotected against
piracy.

However, the last word has not yet been spoken.
German courts have found new ways to overrule the
Inkasso decision of the Supreme Court and to create
effective remedies against software piracy. Even the
German Govemment is preparing an amendment
to the Copyright Act for the protection of compuier
programs as a neighbouring right.* The following
considerations summarize these efforts to establish
new rules for the protection of software.’

I. The protection of software by copyright
law

The devetopment of the law after the Inkasso case
may be characterized as ambivalent. On the one
hand, German courts feel pledged to the considera-
tions of the Federal Court. This attitude has resulied
in some peculiar decisions — for example, the deci-
sion (:f the Court of Appeal of Hamm of 27 April
1989.

In this case, NIXDORF AG as Plaintiff claimed
that the re-sale of its hardware (including the
NIXDORF operating programs} by the defendant
was unlawful without its consent. The county court
had decided that the first-sale doctrine applied in
this specific case and that, therefore, the rights of
NIXDORF under copyright law were exhausted.

The Court of Appeal, however, failed to consider
the first— sale doctrine. Instead, the judges denied
the copyrightability of the NIXDORF operating
system. They held that the complexity of this pro-
gram alone did not justify its copyrightability,
although the results of the NIXDORF pro-
grammers were remarkable. The judges stated that
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NIXDORF had not sufficiently proved the origi-
natity of its software. NIXDORF only presented a
description of the functions and structure of the
operating system, and this description was held to be
insufficient proof of the originality of the program.

On the other hand, several courts have tried 1o
avoid the rigidity of the Inkasso decision. With
regard 1o computer games, a number of courts’ have
stated that these games are protectable as video-
grams (‘'Laufbildschurz’ according to s.95 of the
German Copyright Protection Act), even if they are
not original in the sense of the /nkasso decision.®
When compared with the NIXDORF decision of
the Hamm Court of Appeal, this special protection
of computer games leads to a preposterous icgal
situation. Whereas expensive commercial software
may be copied without the consent of the author,
each computer ‘kid’ copying a computer game may
be prosecuted.

Il. ‘Look and feel’ in Germany

The US “‘look & feel’ discussion has now crossed the
Atlantic and reached the Continent.® In Germany,
two district courts have recently dealt with the
problem of copyright protection for screen dis-
plays.'

In the case of the Kammergericht Bertin,” the
court had to decide whether a producer of advocate
software was allowed to adopt the chart of accounts
of another software product. The judges denied the
copyrightability of this chart. On the one hand, it
did not constitute a personal inteflectual creation
according to 5.2, para.2 UthG especially since its
structure was dictated by extemalities.'? On the
other hand, the chart of accounts was regarded by
the court as a mere ‘remedy’ for the computer
program and was, consequently, held by the judges
to be not protectable under copyright law separately
from the program. This argument scems to indicate
that the judges generally denied the copyrightability
of screen displays.

The court even denied that the chart of accounts is
protected on the basis of the Unfair Competition
Act (‘UWG’), especially under s.1 UWG. Accord-
ing to this section, the direct takeover of somebody
else’s effort (‘unmittelbare Leistungsubernahme’)
or the slavish imitation (‘sklavische Nachahmung®)
depriving the producer of his benefits may consti-
tute an act of unfair competition.” The Federal
Supreme Court, however, has recently interpreted
s.1 in the sense that the imitation or the direct take-
over itself is lawful unless additional circumstances
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qualify such behaviour as an act of unfair competi-

tion.* This interpretation was confirmed by the

judges of the Kammergericht. They held that there
was no special circumstance in the case indicative of
an unfair act. Neither product could be mistaken for
the other; besides, it could not be proved that the
defendant had saved expenses and thereby bene-
fited from the product of the plaintiff.

About a year after this decision, the District
Court of Hamburg'® had to decide the second ‘look
& feel’ case. The defendant was a producer of
a mailbox program. He had copied the overall struc-
ture, sequence and arrangement of the commands
(including the auxiliary texts) from a foreign mail-
box system in order to use this structure for his own
program. The court granted an injunctien in favour
of the plaintiff,

The line of argument of the judges was contrary to
that of their Berlin colleagues. They held that
the comrnand structure does not constitute a mere
auxiliary part of the program, but is protected in its
own right by s.1 UWG, In their view, the creation
of an appealing and ‘user friendly’ screen display
requires a lot of expensive and long-term investi-
gations. These efforts had to be protected against
direct take-over performed by competitors who
wanted to bencfit unduly from the intellectual and
material investment of other people. The court even
rejected the argument of the defendant that the
nomenclature of the commands was commonplace
and dictated by technical externalities. Section 1
UWG did not protect single command terms, but
the whole structure and arrangement of the com-
mands, which was ‘the key to the software itself”.'s

The decisions of the Kammergericht and the Dis-
trict Court of Hamburg demonstrate how ‘Look &
Feel’ cases may be decided and solved in German
law. Some very creative screen displays are pro-
tected by copyright law, independent of the pro-
gram. Orther displays, however, enjoy at least the
protection of s.1 UWG, so that the producer may
sue for an injunction against competitors using his
screen layout.”’

III. Copying utilities and the Unfair
Competition Act (UWG)

New legal problems are caused by the use of pro-
grams aimed at illegal copying of sofiware. The
‘Dongle’ case of the Court of Appeal of Stutigart'®
may scrve to illustrate these problems. The plaintiff
sold expensive CAD software together with a
‘dongle’, i.e. a technical device for the protection
against software piracy to be put on the interface of
the computer. The defendant was a distributor of
Canadian software which was designed to eliminate
the dongle’s protection. The plaintiff argued that
the supply and distribution of this software was
unlawful and sued for an injunction.

The court clearly stated the unfair nature of
copying uiilities and granted the injunction. The
judges referred o US decisions on the use of video
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recorders, especially the Betamax case of the US
Supreme Court.”” The Supreme Court had held that
the sale of these recorders was not unlawful if they
were widely used for lawful purposes or could only
be used for substantial non-infringing purposes.
The German judges applied this rule and stated that
the defendant’s program was solely destined to
climinate a concrete technical safeguard contained
in a specific competitive product. Thercfore, the
distribution of the copying utitility was held by the
court 1o constitute an ‘unfair parasitic intrigue’
according to 5.1 UWG.

The line of argument of the court was, however, in
part astonishing. They deali, for instance, with
the question of shrink-wrap licences although this
problem, which has been controversially discussed
worldwide,” was of no relevance for the case. Using
no more than one sentence, the judges alleged that
shrink-wrap licences are lawful and enforceable in
German law; this assumption was not substantiated
by the court and stands in contradiction to the apinio
communis held among German lawyers.?

IV, Section 17 §2 of the Copyright Act
and software contracts

For a long time, the extent of the first-sale doctrine
(embodied in 5. 17 §2 of the Copyright Act) has been
discussed controversially, especially with regard to
the software market.” Recently, the Numberg
Court of Appeal® stated that this doctrine has to be
applied to software contracts so that the licensor of
an operating system cannot restrict the re-sale of his
software. Consequently, any contractual restriction
on the redistribution (sale, rent, lease) of purchased
software is invalid and unenforceable in Germany.

V. Proposed copyright reform

In the summer of 1989, the German govemment
published its report on the effects of the Copyright
Act 1985.* This repont was influenced by the plans
of the EEC Commission for a new Directive on the
Protection of Software and tried to illustrate how
these plans may be transfermred into German copy-
right law, With regard to computer programs,” the
govemment proposed to create a new neighbouring
right for software: ‘Such a neighbouring right does
not depend on a certain standard of creativity and
may offer exclusive rights of distribution and repro-
duction as well as protection against alteration.’®
As Kindermann has already pointed out,” this pro-
posal is to be dismissed as insufficient and useless.
The creation of a new neighbouring right would
imply a shorter term and a limited scope of seftware
protection.? Besides, this proposal is incompatible
with intemnational trends in WIPOQ,”? GATT*®
ATIPPI*! and the EEC Commission,*? which are all in
favour of copyright protection of software.

On the other hand, T cannot agree with Kinder-
mann, who proposes to reduce the standard of
originality for software de lege ferenda® Kinder-
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mann fails to recognise the root of the problem: the
Inkasso decision of the Federat Supreme Court, The
uncertainty in West Germany as to the copyright-
ability of certain software products is based upon
the fatal judgment of 9 May 1985 and upon the
exaggerated conception of originality which was
applied to software only.* Therefore, the judges of
the Federal Supreme Court have to be persuaded
that the effect of their decision will be to implement
and supportt a piracy haven within Europe. There is,
however, no point in calling for new acts whenever
the decision of a court is regarded as inadequate.
This rigorous way of cutting the Gordian knot™ will
always result in an inflationary increase in legis-
lation; in the long run, it will destroy any organic
development within the law as well as any legal
discussion,
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