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Project Manager / Chairman of the Inquiry Group – Mr. Phil Evans 
Reckitt Benckiser / K-Y Brand merger inquiry  
Competition and Markets Authority  
Victoria House  
Southampton Row  
London  
WC1B 4AD 
Email: ReckittBenckiser.K-YBrand@cma.gsi.gov.uk  
 
 
 
Dear Mr. Evans, 

Combe Incorporated – Additional submission in relation to possible remedies in the anticipated 
acquisition by Reckitt Benckiser Group PLC of the K-Y brand in the UK 

I am writing on behalf of Combe Incorporated (“Combe”) in relation to possible remedies in the anticipated 
acquisition by Reckitt Benckiser Group PLC (“RB”) of the K-Y brand (“K-Y”) in the UK (together the 
“Transaction”).  I refer to our hearings with the CMA on 12 June 2015 and on 1 July 2015. 

In this submission, we would like to provide the CMA with additional input as to why we feel a “clean” 
divestiture of the K-Y brand would be the most suitable and effective means of addressing the SLC caused 
by the Transaction on the market for personal lubricants sold to grocery retailers and national pharmacy 
chains in the UK.  First, we will explain in more detail why a full and permanent divestiture offers the best 
possible protection against “grey imports” and passive sales that would otherwise undermine competition 
(Section 1 below).  Second, we will explain briefly why a divestiture remedy is the most effective remedy 
option which, in addition, does not entail any ongoing linkages between otherwise independent competitors 
in the market (Section 2 below). 

1. “CLEAN” DIVESTITURE OF K-Y BRAND OFFERS BEST IP PROTECTION 

1.1 Combe believes that a permanent and full divestiture of the K-Y brand by assignment is the best 
remedy solution for alleviating the SLC caused by the Transaction, as it has the fewest risks in 
terms of effectiveness.  A complete divestiture will incentivize the purchaser to fully invest in the 
brand to allow it to compete on a stand-alone basis.  A complete divestiture also provides the best 
possible intellectual property (“IP”) protection against unauthorized imports of K-Y products into 
the ”remedy territory”. 

1.2 A permanent divestiture of the K-Y brand will provide the purchaser with a full ownership position 
with regard to the “remedy territory”.  This will incentivise the purchaser to fully invest in the brand, 
build up a product portfolio and compete vigorously with RB and other competitors.  The purchaser 
will not have to prepare for a rebranding (unless the purchaser wishes to do so for other reasons), 
which again increases the incentive to invest and compete. The purchaser will also not be de-
incentivised to invest in the business as the end of the license period draws near.  The purchaser 
will be able to grow the business for itself instead of holding the goodwill and brand equity for the 
benefit of RB at the end of the license period.  A complete divestiture creates the maximum 
opportunity to provide the consumer with lower prices, higher quality, greater choice of goods and 
better innovation. 
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1.3 Crucially, a permanent divestiture also appears to offer the best possible protection against parallel 
trade, grey imports, and passive sales. 

1.4  The Treaty on the Functioning of the European Union prohibits Member States from adopting any 
measure equivalent to a quantitative restriction on imports and exports.1  There are certain 
exceptions to that rule where such measures may be justified for, inter alia, the protection of IP 
rights.2  Against this backdrop, the doctrine of the exhaustion of rights and certain pieces of national 
legislation in EU Member States generally prohibit the trade mark owner from relying on his trade 
mark rights to prevent further dealings in branded goods put on the market in the European 
Economic Area (“EEA”) by that trade mark owner or with his (implied) consent.  Generally, the 
brand owner therefore cannot use, for instance, its UK trade mark to prevent parallel imports of 
branded products it sold or licensed (directly or indirectly) elsewhere in the EEA. 

1.5 The purchaser of the remedy package should be protected to the highest extent legally possible 
against such parallel imports.  This is because the package itself will already be quite limited in its 
extent and entail only the commercialisation of the K-Y brand in the remedy territory.  The remedy 
package thus carries limited revenues and limited scope for expansion.  If a purchaser were to 
face the prospect of parallel imports of K-Y products marketed by RB or its 
distributors/purchasers/wholesalers/licensees in other EU member states into the remedy territory, 
then the attractiveness of the remedy package as well as the competitive positioning of the remedy 
itself would be harmed. A full divestiture/assignment of the K-Y brand in the remedy territory would 
provide this protection.   

1.6 Pursuant to the principles of the European Court of Justice’s (“ECJ”) decision in Ideal Standard3, 
a trade mark owner in the UK can prevent imports into the UK of goods with the same brand name 
marketed in other EEA countries, as long as the goods in question are marketed by an entity not 
connected to the UK brand owner by way of an economic link. In other words, if national 
trademarks within the EEA have been assigned to two separate companies, each party can use 
their respective territorial trademark to stop the other party from importing products under the same 
trademark, provided there is no economic link between the two parties. 

1.7 On that basis, the full divestiture/assignment of the K-Y brand in the UK would lead to a full 
separation of the brand by territory, provided there is no “economic link” between the two brand 
owners. Crucially, a licensing arrangement could be considered an economic link and would thus 
not suffice for providing an adequate level of protection to the purchaser against parallel imports. 
Indeed, pursuant to Ideal Standard an economic link may be found in a scenario, in which the 
relevant products are put into circulation “by a licensee.”4  

1.8 For completeness, the English Court of Appeal held in Doncaster5 that Ideal Standard will only be 
applicable to situations, where the assignor does not retain any degree of control over the brand.  

1.9 Consequently, to exclude the existence of an economic link, trade marks formerly under common 
ownership should be designed so as to avoid a continuing relationship (i) between the assignee(s) 

                                                      
1  Treaty on the Functioning of the European Union, Arts. 34 and 35. 
2  Treaty on the Functioning of the European Union, Art. 36. 
3  See ECJ Judgment of 22 June 1994 in Case C-9/93 - IHT Internationale Heiztechnik GmbH v Ideal-Standard.  See also 

ECJ Judgment of 17 October 1990 in Case C-10/89 – SA CNL – SUCAL NV v HAG GF AG. 
4  Ideal Standard Case, para. 34. 
5  See Court of Appeal Judgment of 26 May 2006, Doncaster Pharmaceuticals Group Ltd. & ORS v The Bolton Pharmaceutical 

Company 100 Ltd - [2006] EWCA Civ 661.  
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and the former owner and (ii) between the multiple assignees themselves.  For this reason, Combe 
submits that J&J should not retain any degree of control over the brand anywhere in the EEA and 
RB should not have any say whatsoever over the K-Y brand in the UK to ensure that there are no 
economic links between (i) J&J and the assignees, and (ii) a divestiture purchaser and RB. 

1.10 In the event of “clean” and full separation by divestiture, we understand that either brand owner 
(i.e., RB on the one hand, and the divestiture purchaser on the other hand) would have the 
exclusive right to use the brand in its own respective territory.  While we have not developed a 
detailed solution or proposal, we are advised that such a solution would be workable  

2. DIVESTITURE OF THE K-Y BRAND IS EFFECTIVE AND ENSURES A “CLEAR-CUT” 
SOLUTION WITHOUT ONGOING LINKS 

2.1 Effectiveness 

(a) In its notice of possible remedies, the CMA indicated a preference for either a UK divestiture 
or a UK licensing as the preferred remedy options to alleviate any SLC caused by the 
Transaction.6 

(b) In assessing further which remedy option to choose, the CMA “will seek remedies that are 
effective in addressing the SLC and its resulting adverse effects and will then select the 
least costly and intrusive remedy that it considers to be effective.”7 

(c) Combe submits that – out of the two options – only a complete divestiture of the K-Y brand 
(not a licensing solution) would be most effective in addressing the SLC.8  This is because 
only a divestiture which confers a position of full ownership over the brand in the remedy 
territory will incentivise the purchaser to invest into the brand, build up a robust product 
portfolio and compete vigorously with RB and other competitors.  The purchaser will not 
have to prepare for a rebranding (unless the purchaser wishes to do so for other reasons), 
which again increases the incentive to invest and compete. The purchaser will also not be 
de-incentivised to invest in the business as the end of the license period draws near.  At 
the same time (and as outlined in detail above), only a full divestiture will provide the IP 
protection required for creating a viable and stand-alone competitor. 

(d) A temporary licensing solution would not be effective in addressing the SLC, largely 
because K-Y is a known brand that consumers want to buy.  It would not be commercially 
realistic to build up a new brand and transition customers to it under a temporary licensing 
arrangement. The value of brand equity is a key factor and there is a risk of equity dilution 
when trying to transition from one brand to another. Transitioning consumers between 
brands takes a great deal of effort, investment and consumer nurturing and is not always 
successful.  It is difficult to quantify the business risk when a licensee transitions to another 
brand.  The licensee puts its own brands at risk.  Another major issue with a temporary 
licensing solution is that K-Y products are likely to be in circulation for a large part of that 
temporary license period, as large retailers could have many months’ worth of inventory in 
their warehouses.  The K-Y products could also be present on the internet and in 
independent pharmacies’ distribution systems for many years.  Additionally, under any 

                                                      
6  Anticipated  acquisition by Reckitt Benckiser Group PLC of the K-Y brand in the UK, Notice of possible remedies, 22 May 

2015, para. 12. 
7  Merger Remedies: Competition Commission Guidelines, para. 1.7 (emphasise added).  
8  For completeness: Combe agrees with the CMA’s preliminary view that both a prohibition and a mere behavioural remedy 

such as a price cap would not be effective here. 
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licensing arrangement, the licensor will want/need to control the characteristics of the K-Y 
product, such as quality, packaging, positioning, etc., to ensure its compatibility with the 
licensor’s K-Y products outside the U.K., particularly in contemplation of the return of the 
brand at the expiration of the license period.  This will clearly affect and complicate the 
licensee’s ability and independence with respect to development of innovations, product 
positioning and, especially, the transition of the brand equity.  The licensee will be hand-
tied in how it can use the K-Y equity to strengthen the transition propositions to the 
consumer.  Finally it is important to consider the characteristics of the market when 
determining the duration of any remedy.  As history has shown, it is difficult to gain entry in 
the personal lubricants market with new brands over short periods of time because retailers 
only have limited shelf space for these products and they prefer to stock only the well-
known Durex and K-Y brands.  Accordingly, a temporary licensing solution suffers from 
many shortcomings. A perpetual licensing solution would lack the required IP protection to 
prevent parallel imports (as explained in Section 1 above).  

2.2 No continuing links 

(a) In addition to being effective, a divestiture solution would also have the added benefit of 
avoiding any ongoing links between J&J, RB and the divestiture purchaser which is the 
preferred option for both the CMA and the European Commission (“Commission”). 

(b) In the context of UK merger control, the CMA seeks to limit any ongoing links between the 
purchaser of a divestiture business and the parties to the original transaction:  “A purchaser 
should not have continuing links with the merger parties after divestiture that may 
compromise the purchaser’s incentives to compete with these parties, eg financial, 
ownership or management links.” 9 

(c) The Commission observes in its remedy notice that: “Divestitures of a business generally 
appear preferable to the granting of licenses to IP rights, as the granting of a license involve 
more uncertainties, will not enable the licensee to compete immediately in the market, 
requires an on-going relationship with the parties which may allow the licensor to influence 
the licensee in its competitive behaviour and may give rise to disputes between the licensor 
and the licensee over the scope and the terms and conditions of the license. […] Where 
the competition concerns arise from the market position held for such a technology or such 
IP rights, a divestiture of the technology or IP rights is the preferable remedy as it eliminates 
a lasting relationship between the merger entity and its competitors. […] They [licenses that 
might be accepted instead] will normally be exclusive licenses and have to be without any 
field-of-use and any geographical restrictions on the licensee.”10 

(d) The divestiture solution favoured by Combe ensures that there is no such ongoing link.  
Following the divestiture, the purchaser will be the full and only owner of the K-Y brand for 
the divestiture territory. 

(e) For completeness, we would also like to point out that the Commission accepted “clean” 
brand divestitures in a number of cases.  For example: 

(i) In Unilever/Sara Lee, the parties had to offer a permanent divestiture of the Sanex 
brand to address concerns related to an alternative, temporary licensing option.  In 

                                                      
9  Merger Remedies: Competition Commission Guidelines, para. 3.18.  
10  Commission Notice on remedies acceptable under the Council Regulation (EC) No 139/2004 and under Commission 

Regulation (EC) No 802/2004 (“Remedy Notice”), para. 38 (emphasis added). 
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this context, the Commission found: “Second, the purchaser will be able to fully 
invest into the brand and to continue the success of Sanex without being constraint 
by a parallel re-branding exercise of Unilever relating to a significant part of the 
Sanex portfolio.”11 

(ii) In Bayer Healthcare/Roche12, the parties had to permanently divest certain brands 
in relation to either Austria or Ireland, but were allowed to keep them in all other 
countries. 

(iii) In Procter & Gamble/Gillette13, the parties had to permanently divest the “SpinBrush” 
brand within the EEA, but were allowed to keep it elsewhere. 

Taking account of both sections above, it seems clear to us that only a clean, clear-cut and full divestiture 
of the K-Y brand in the remedy territory can adequately address the SLC identified.  Finally, a full divestiture 
would also be the “cleanest” solution from a competition perspective, removing an unnecessary link 
between two key competitors on the market for personal lubricants sold to grocery retailers and national 
pharmacy chains in the UK. 

We hope that these comments assist the CMA in finding a balanced and yet effective position with regard 
to the remedies required to alleviate the SLC caused by the Transaction.  We remain at your disposal 
should you require any additional insight or have any further questions. 

Kind regards, 

 

 

Akshay A. Shetty 
Co-Chief Executive Officer 
Combe Incorporated 

                                                      
11  DG COMP M.5658, decision of 17 November 2010 – Unilever/Sara Lee, para. 1418. 
12  DG COMP M.3544, decision of 19 November 2004 – Bayer Healthcare/Roche (OTC business). 
13  DG COMP M.3732, decision of 15 July 2005 – Procter & Gamble/Gillette. 


