QUESTION A

QUESTIONNAIRE OF THE INTERNATIONAL RAPPORTEUR

A. Some Preliminary Remarks

Can unfair competition law complement or provide a substitute for the specific protection provided by intellectual property law and, if so, to what extent?

The purpose of this question is to determine to what extent unfair competition law, in the countries represented within the League, offers protection which is additional to that offered by intellectual property law (patents, trade marks, industrial designs, copyright, …) and/or complements it and/or replaces it, and to recommend possible improvements to the existing systems.

B. Questionnaire

1. The action for unfair competition as a cumulative (or “additional”) protection in relation to the rules ensuring the protection of intellectual property (broadly defined)

Definition of unfair competition

Before tackling the question in hand, it is necessary to define what is meant by unfair competition.  

In the context of the question, we are considering unfair competition as a cause of action which can be brought by one legal entity against another to prevent the latter taking unfair advantage of the former by its business dealings.  We are not considering unfair competition as governed by the Chapter 1 or Chapter 2 prohibitions under the Competition Act 1998.  These Chapter 1 and Chapter 2 prohibitions seek to address the four fundamental concerns of competition law identified by Whish: commercial agreements which restrict competition; abuse of a dominant position; mergers which may diminish the competitive pressures within the market; and workable competition in oligopolistic industries
.  Whilst these are acts of unfair competition, there the overriding aim is to prevent firms having the market power restricting output and raising prices to the detriment of consumers and public interest. 

In the context of the question, we are considering common law rights which militate against acts of unfair competition.  To the extent that such common law rights exist in the United Kingdom, Wadlow
 states that two common law torts, namely passing off and malicious falsehood, together constitute the law of unfair competition by misrepresentation.

In the Advocaat Case
 in 1979, Lord Diplock stated,

“Unfair trading as a wrong actionable at the suit of other traders who thereby suffer loss of business of goodwill may take a variety of forms, to some of which separate labels have become attached in English law. Conspiracy to injure a person in his trade or business in one, slander of goods another, but the most protean is that which is generally and nowadays, perhaps misleadingly, described as passing off.”

The nature and the scope of the tort of passing off (and its label as a synonym for “unfair competition”) are key to providing an answer to this Question A.  The most recent judicial pronouncement on the question of unfair trading came in the Arsenal No 2 Case
 when Aldous LJ handed down the leading judgment in the Court of Appeal and stated that “the cause of action traditionally called passing off [is] perhaps best referred to as unfair competition” which shows that there may be some recognition in English law of such a tort.  However, as will be seen from the discussion below, for a passing off action to succeed it must satisfy the “classical trinity”
 of misrepresentation, deception and damage and therefore as such cannot be truly described as a tort of unfair competition as would be understood in continental Europe.

1.1 Intellectual Property Rights

Intellectual property is property that is the product of creativity and does not exist in tangible form
.  Intellectual property rights (“IPR”) are the laws applicable to the protection of such intellectual property.  Under English law, IPR are typically defined by reference to the statutory scheme which establishes the framework of protection.  Therefore a definition will refer to patents, database right, registered and unregistered designs, trade marks and copyright.  A definition of IPR may also refer to moral rights, goodwill, trade secrets, know how and confidential information.  However for the purpose of Question A, these latter categories of intellectual property have been excluded from the definition of IPR.  

Accordingly, the following English rights summarised below are considered in the context of Question A.  These are property rights capable of being assigned, licensed and passed by testamentary deposition.  These rights co-exist with pan-European rights such as the Community trade mark and Community design right which have not been considered in this paper.

Patents – principal statute: Patents Act 1977 (the “Patents Act)

Patents are said to protect the “inventive kernel” of a product or process.  A patent is a Crown grant for which application is necessary.   It gives the owner monopoly rights over the product or process in return for full disclosure of the invention and its workability to the public.  The monopoly means that without permission nobody else can sell or manufacture the product or use the process.  A patent will be granted only for those inventions which are new and not already disclosed to the public and will last for 20 years (from the filing of the application).  

In order to establish the patentability of an invention, the applicant must satisfy the Patent Office that:
1 the invention is new;

2 it involves an inventive step;

3 it is capable of industrial application; and

4 it is not within the exclusions.

The following are excluded from patentability “a discovery, scientific theory or mathematical method”; “a literary, dramatic, musical or artistic work or any other aesthetic creation whatsoever”; “a scheme, rule or method for performing a mental act, for playing a game or doing business”; “a program for a computer”; “the presentation of information”; “an invention which would be contrary to public policy or morality” and “methods of treating the human or animal body by surgery or therapy or of diagnosis practised on the human or animal body”.

Copyright – principal statute: Copyright, Designs and Patents Act 1988 (the “CDPA”)

Copyright gives the rights holder the right to control the exploitation of the work in which the right subsists and is often described as the right not to be copied.  The right protects only tangible expressions of ideas in original works (not an idea itself).  Copyright will therefore protect original literary works, dramatic works, photographs, musical works, sound recordings, films and works of artistic craftsmanship, amongst others.  A work will be regarded as “original” if the work originates from its author and has not been copied from another work
.

Copyright arises automatically on creation of the work and gives the owner the exclusive right to copy it; to issue copies to the public; to perform, show or play it in public, broadcast it or include it in a cable programme service; to make an adaptation of it; or to do any of the preceding acts in relation to an adaptation of it.  Typically, copyright subsists from the date of creation of the work until 70 years after the death of the author. 

Database Right – principal statute: Copyright and Rights in Database Regulations 1997 (the "Database Regulations") implementing Council Directive 96/9/EC of 11 March 1996 on the Legal Protection of Databases ("The Database Directive")

A database is "a collection of independent works, data or other materials arranged in a systematic or methodical way and individually accessible by electronic or other means"
 Certain databases may be protected as literary works in copyright if they are original by reason of the selection or arrangement of the contents of the database such that the database constitutes the author's own intellectual creation
.  Database right is a sui generis right which exists independently of any copyright in the database and protects the maker of a database against the extraction or re-utilisation of the contents of the database.  Database right subsists in a database if there has been substantial investment in obtaining, verifying or presenting the contents of the database
.  The person who takes the initiative and assumes the risk of obtaining, verifying or presenting the database's contents is the maker and first owner of the database right which lasts for 15 years from the end of the year in which the database was completed.

Trade Marks – principal statute: Trade Marks Act 1994 (the “TMA”)

A trade mark is a sign capable of distinguishing goods and services of one undertaking from those of another undertaking.  A trade mark can be any sign which can be represented graphically and can be made up of words, colours, smells (possibly) or sounds.  Registration of a sign gives the owner the exclusive right to use the mark for the goods or services for which it is registered.  The owner of a registered trade mark has the right to prevent another undertaking using the same sign for identical goods or services and, if there is a likelihood of confusion, the same or a similar sign for identical or similar goods or services.  Provided the owner of a registered trade mark keeps it in continuous use, the initial registration period of 10 years can be renewed indefinitely. 

An unregistered trade mark can be protected by the common law right of passing off which is discussed at length in this paper and is the right not to have someone else's goods or services represented as being yours.  

Registered design right – principal statute:  The Registered Designs Act 1949 (the "Registered Designs Act")
This is a monopoly right for the outward appearance of an article. The system for registered designs co-exists with both that for unregistered design right and copyright.  The UK registered design system used to be only for designs which had “eye-appeal”.  However, the law was changed in December 2001 pursuant to the Designs Directive, as part of the process of harmonisation of European intellectual property law, and a design now has to be “new” and have “individual character” in order to qualify as a registrable design, but does not require the old level of aesthetic appeal.  For this purpose “design” means "the appearance of the whole or part of a product resulting from the features of, in particular, the lines, contours, colours, shape, texture or materials of the product or its ornamentation”
 and covers both two and three dimensional designs.  A design will be regarded as new if no identical design or no design whose features differ only in immaterial details has been made available to the public before the date of the application (subject to a 12 month grace period in certain circumstances).  A design has individual character if the overall impression it produces on the informed user differs from the overall impression produced on such a user by any design which has been made available to the public before the relevant date
.  Features of appearance which are dictated solely by the product’s technical function; and features which must necessarily be reproduced in their exact form and dimensions so as to permit the product in which the design is incorporated to be mechanically connected to another product are excluded from the registered design right regime.

Registered design protection requires an application to the Patent Office and initially lasts for 5 years but can be renewed up to a maximum of 25 years.  There is no need to prove copying of a registered design for it to be infringed: it is a monopoly right, preventing third parties from making or marketing a product incorporating the registered design or a design which does not produce on the informed user a different overall impression from that of the registered design.

Unregistered design right – principal statute: CDPA
This right is analogous to copyright in that it arises automatically to protect any original three dimensional design.  It is not mutually exclusive with registered design right and in fact most designs capable of registration would also attract unregistered design right but the latter is far wider in scope.  However, unlike the position with registered design right, it is not possible to have enforceable rights under both unregistered design right and copyright.  

A design will qualify for unregistered design right if it is original in that it is "not commonplace in the design field in question at the time of creation
" and not excluded from protection as a method or principle of construction; having features of shape or configuration which enable the article to be connected to, or placed in, around or against, another article so that either article may perform its function, or is dependent upon the appearance of another article of which the article is intended by the designer to form an integral part; or is surface decoration
.

Unregistered design rights last for 15 years from the end of the year in which the design was created or for 10 years from the end of the year in which articles to the design were made available for sale, whichever is the shorter.  In either case, third parties may apply for a licence of the design, as of right, during the last five years.

(1) Conflict between IPR and effective competition

As a final note of introduction, there is a conflict between IPR and effective competition.  IPR by their very nature grant the rights holder the exclusive right to control the property concerned and, if it is so wished, to limit its commercial exploitation.  Effective competition, on the other hand, requires markets to be as open as possible and allow competitors as much freedom to enter and exploit commercial opportunities.  This is only wholly true in relation to intellectual property rights that operate to partition markets by creating monopolies.  In relation to trade marks (when functioning correctly) there is no competitive end achieved by allowing free access to other’s trade marks since doing so serves to destroy rather than create competition.  In relation to copyright, the existence of the right is essential to the creation of the market – without a right the tradable good reduces to the paper and binding exercise rather than the content.

Given this inherent conflict, why should a claimant be provided with an additional cause of action for unfair competition when IPR exist to protect a rights holder’s commercial interests?   One answer to this rhetorical question is that it is in the public interest to ensure that a company’s investment is adequately protected.  This will encourage a company to further invest in its workforce and research and development.   However, the ‘public’ does not unite behind unequivocal interests.  A central concept is the promotion of benefits to the customer or consumer, for this will be in the interest of the public as a whole: in the DTI’s words, “more choice, better service, safer products and competitive prices”
.  Such choice gives consumers “genuine and enduring power”
.  However, ‘public interest’ also indicates a competitive marketplace balanced with protection of IPR, for together these will encourage businesses to grow and innovate, leading to the consumer benefits stated above.

Another possible answer to this rhetorical question is that unfair competition hurts not only the private interests of competitors but also the public interest, by creating conditions in which competition cannot operate properly.  The paradigm example is the trade mark, the essential function of which is to guarantee to the consumer the identity of the trade marked product’s origin by enabling him to distinguish it without any risk of confusion from products of different origin.  This function is essential in order to allow the consumer to compare goods of one origin with goods of another – a sine qua non of a competitive market.  Since the essential function of a trade mark operates for the good of the consumer and of the market, and is as necessary to those ends whether or not the mark is registered, there is every reason for the law to seek to guarantee that functionality whether or not the trade mark proprietor has availed himself of the benefits offered by registration of the mark.

Whilst this is the report of the national reporter for the United Kingdom, some references to the European Union and its laws are unavoidable.  As the former European Commissioner for Competition Policy stated, the issue is how to “marry the innovation bride and the competition groom […] and, like in all good marriages, the real question is how to achieve a good balance between both parties”
.

1.2 No tort of Unfair Competition in the United Kingdom

As will be seen from the contents of this report, the current position in England is that there is no clearly-defined law of unfair competition (as such) which can form the basis of a cause of action.  Accordingly, this report cannot answer the questions as posed because English law does not lend itself to the distinctions which have been drawn.  This report therefore attempts to explore in a general sense the extent to which it can be said that any such English law of unfair competition: -

1)
co-exists with the laws protecting intellectual property whether such IPR have or have not been infringed; or

2)
exists to protect rights where there is no IPR or after the IPR has expired.

There is no tort of “unfair competition” in the United Kingdom.  As Mr Justice Jacob said in 1995
: 

“There is no tort of copying. There is no tort of taking a man's market or customers. Neither the market nor the customers are the plaintiff's to own. There is no tort of making use of another's goodwill as such. There is no tort of competition. I say this because at times the plaintiffs seemed close to relying on such torts…  Never has the tort [of passing off] shown even the slight tendency to stray beyond cases of deception.  Were it to do it would enter the field of honest competition.  Why there should be any such reason I cannot imagine.  It would serve only to stifle competition "

This is the accepted judicial view, although as will be seen from the discussion of the law of passing off below, its boundaries are being pushed all the time.  

The law does provide causes of action which some regard as akin to unfair competition such as the law of passing off, malicious falsehood, wrongful interference with contractual relations and certain complaints that can be made to either trading standards officers in relation to misleading prices and false trade descriptions or prescribed regulators in relation to misleading or comparative advertising.  Further, the advancement of arguments extending the boundaries of breach of confidence has provided some relief in limited circumstances.

However, the short answer to the question:
Does your national law allow the victim of a breach of an intellectual property right to simultaneously lodge an infringement proceeding or another claim with regard to intellectual property law and a claim for unfair competition?

is “No”.  It is not a question of whether English law “allows the victim of a breach of an intellectual property right to simultaneously lodge an infringement proceeding or another claim with regard to intellectual property law and a claim for unfair competition” because no such unfair competition claim exists whether lodged simultaneously with or independently of the IPR.

However, as set out above, IPR have been defined as those prescribed by statute.  Accordingly, the IPR under consideration are registered trade marks, copyright, design right, database right and patents.  Defining IPR in such terms allows us to consider the common law causes of action of passing off and malicious falsehood as analogous to a law of unfair competition.  

Our answer to question 1 presupposes that UK IPR protects against acts of "unfair competition" in their own right and considers the extent to which economic interests are protected against acts of unfair competition beyond the protection afforded by statute by the common law of passing off and malicious falsehood.

The statutory remedies afforded to IPR in England are not mutually exclusive with those provided by common law.  Thus, a claimant can claim both for trade mark infringement under the Trade Marks Act 1994 in respect of a registered trade mark and claim passing off based on its goodwill in the business conducted under the same trade mark.  As a practical point, the test for infringement of a registered trade mark is usually much easier to satisfy than the test for “infringement” of a trade mark (whether or not registered) under the law of passing off.  Therefore a claimant with a valid trade mark registration would usually only pursue the latter cause of action in the alternative and not as the primary cause of action although circumstances sometimes dictate that the latter must be pursued.  

Further, it should be noted that the Trade Marks Act 1994, by section 5(4) expressly recognises the existence of trade marks protected by the law of passing off.  The section reads:

5(4)

“A trade mark shall not be registered if, or to the extent that, its use in the United Kingdom is liable to prevented –

(a) by virtue of any rule of law (in particular, the law of passing off) protecting an unregistered trade mark or other sign used in the course of trade

…

A person thus entitled to prevent use of a trade mark is referred to in this Act as the proprietor of an “earlier right” in relation to the trade mark.”

The relationship between passing off and registered trade marks was explored in the recent Camelot case
 which highlighted the difficulties where the common law right to prevent passing off lies in the hands of one legal entity (Inter Lotto) and the registered trade mark in the hands of another (Camelot).  Inter Lotto alleged that it had goodwill in the name “Hot Pick” for its own lottery game which was similar to the name “Hotpicks” which Camelot, the company operating the UK national lottery, had registered as a trade mark in relation to a new game.  To prevent further harm to this goodwill Inter Lotto sued Camelot for passing off.  Camelot raised several defences the most interesting of which concerned the relationship between registered trade marks, the law of passing off and other intellectual property rights.  Unfortunately for Camelot, Mr Justice Laddie held that although section 9(1) of the TMA states that "the proprietor of a registered trade mark has exclusive rights in the trade mark which are infringed by use of the trade mark in the United Kingdom without his consent" this "did not stipulate the proprietor of the registered mark has an exclusive right to use the mark" such an interpretation could only result from a "basic flaw in the appreciation of what the section achieves" rather "registered trade marks, like all other intellectual property rights do not give a right to the proprietor to use, but give him a right to exclude others from using".  Thus Inter Lotto’s common law rights of passing off prevailed demonstrating that obtaining a trade mark registration offers no guarantee that the registrant can freely use its mark.
Trade Marks

Trade marks and brands are protected in the EU both by registered and by unregistered rights. The law of registered trade marks has either been harmonised throughout the EU (in the case of national trade mark registrations) or is governed by directly effective Community legislation (in the case of Community trade mark registrations). 

In the United Kingdom national trade mark registrations are governed by the TMA which implemented First Council Directive 89/104. Community trade marks are governed by Council Regulation 40/94, but the relevant provisions for the purposes of this discussion have identical effect, save that a Community trade mark gives rise to rights throughout Europe, whereas the TMA is strictly national in scope.  As this paper is concerned with the position in the United Kingdom, it concentrates on the position under the TMA.

Under both national and Community trade mark legislation, a trade mark proprietor is conferred the following rights:

a. The right to restrain the use of a sign which is identical with his trade mark in relation to goods or services identical to those for which it has been registered.

b. The right to restrain the use of a sign where, because of its identity with or similarity to his trade mark and the identity or similarity of the goods and services covered by the trade mark and the sign, there exists a likelihood of confusion on the part of the public.

c. The right to restrain the use of a sign which is identical with or similar to the trade mark (in relation to any goods or services) where the trade mark has a reputation and the use of the sign without due cause takes unfair advantage of or is detrimental to the distinctive character or repute of the registered mark. 

(A) Trade Mark Infringement

In the United Kingdom, section 10 of the TMA provides that:

"(1) A person infringes a registered trade mark if he uses in the course of trade a sign which is identical with the trade mark in relation to goods or services which are identical with those for which it is registered.

(2)   A person infringes a registered trade mark if he uses in the course of trade a sign where because -

(a) the sign is identical with the trade mark and is used in relation to goods or services similar to those for which the trade mark is registered, or

(b) the sign is similar to the trade mark and is used in relation to goods or services identical with or similar to those for which the trade mark is registered,   

there exists a likelihood of confusion on the part of the public, which includes the likelihood of association with the trade mark.

(3)
A person infringes a registered trade mark if he uses in the course of trade, in relation to goods or services, a sign which -

(a) is identical with or similar to the trade mark; and
(b) is used in relation to goods or services which are not similar to those for which the trade mark is registered,

where the trade mark has reputation in the United Kingdom and the use of the sign, being without due cause, takes unfair advantage of, or is detrimental to, the distinctive character or the repute of the trade mark.

…

(6)
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.”

Therefore the TMA provides a clear statutory regime protecting a trade mark owner against a third party’s use of a sign which is identical or similar to the mark which he has registered.  There are of course defences which allow third parties to use legitimately certain identical or similar signs notwithstanding the trade mark registration.  These defences arise from both the wording of section 10 and independently in section 11.

Section 11 of the TMA provides that:

"(1) 
A registered trade mark is not infringed by the use of another registered trade mark in relation to goods or services for which the latter is registered…
(2) 
A registered trade mark is not infringed by
(a) the use by a person of his own name or address,
(b) the use of indications concerning the kind, quality, quantity, intended purpose, value, geographical origin, the time of production of goods or of rendering of services, or other characteristics of goods or services, or
(c) the use of the trade mark where it is necessary to indicate the intended purpose of a product or service (in particular, as accessories or spare parts),
provided the use is in accordance with honest practices in industrial or commercial matters.
(3) 
A registered trade mark is not infringed by the use in the course of trade in a particular locality of an earlier right which applies only in that locality.
For this purpose an "earlier right" means an unregistered trade mark or other sign continuously used in relation to goods or services by a person or a predecessor in title of his from a date prior to whichever is the earlier of
(a) the use of the first-mentioned trade mark in relation to those goods or services by the proprietor or a predecessor in title of his, or
(b) the registration of the first-mentioned trade mark in respect of those goods or services in the name of the proprietor or a predecessor in title of his;  
and an earlier right shall be regarded as applying in a locality if, or to the extent that, its use in that locality is protected by virtue of any rule of law (in particular, the law of passing off).

It is in the context of the TMA that we consider the nature, scope and nomenclature of the law of passing off and consider whether this tort could be considered as giving rise to a claim for unfair competition.  The express recognition of the law of passing off is again noted in the section 11 defences to trade mark infringement.  

The question posed asks,

Does your national law allow the victim of a breach of an intellectual property right to simultaneously lodge an infringement proceeding or another claim with regard to intellectual property law and a claim for unfair competition? In other words, can the same legal fact (the breach of an intellectual right prohibited by intellectual property law) at the same time give rise to two simultaneous legal claims (the infringement proceeding and the claim for unfair competition) brought by one and the same claimant?

It should be noted that under English law:

(1) It is possible for a single claimant to bring simultaneous claims for passing off and trade mark infringement based on exactly the same set of facts; thus, to the extent passing off can be regarded as being a law preventing unfair competition, the question posed can be answered in the affirmative;

(2) Given that it is possible for a single claimant to bring simultaneous claims for passing off and trade mark infringement based on exactly the same set of facts, it is therefore possible to compare and contrast the two regimes and identify the extent to which they can complement each other as causes of action; and

(3) To the extent the passing off and trade mark regimes have limitations or lacunas, these can be highlighted and an opportunity afforded to examine how a more fully developed law of unfair competition may be of benefit to potential claimants.

As stated above, the law in the United Kingdom does not recognise a tort of unfair competition.  However, the common law of passing off provides protection against deceptive misrepresentations and the courts have variously said that the term passing off is misleading and can be best referred to as protecting against unfair competition and in this regard, for the purposes of this paper passing off shall be regarded as forming the basis of a UK law of unfair competition.  

2. The law of passing off

The law of passing off is all about misrepresentations and how these should be dealt with. For a misrepresentation to be actionable it must be material and intended to deceive as to a fact. A misrepresentation need not necessarily be false to be actionable provided that whilst being colourably true, it intended to deceive or mislead and has that effect on a substantial number of the people to whom it is addressed even if some people are not deceived.  

In order to succeed in a passing off claim a claimant must satisfy the basic requirements of the tort.  There have been many formulations of these requirements but they are regarded as having been met if the claimant establishes the “classical trinity” of the tort identified by Lord Oliver in the Jif Lemon case
, that is to say that:

a. it has established a goodwill and reputation by the use of the marks or get up relied upon in connection with the goods or services in issue;

b. the use of the signs or get up complained of by the defendant constitutes a misrepresentation of some connection in the course of trade between the parties, and that as a result of that misrepresentation a significant proportion of the public has been or is likely to be deceived into thinking that such a connection exists; and

c. That as a result of that deception the claimant has suffered or is likely to suffer damage. 

Each of these elements of the tort is essential if the claimant is to succeed. The presence of goodwill and damage without a misrepresentation leading to deception does not constitute passing off.  However, as Lord Diplock made clear when he defined passing off as “a misrepresentation made by a trader in the course of trade to prospective customers of his or ultimate consumers of goods or services supplied by him which is calculated to injure the business or goodwill of another trader (in the sense that this is a reasonably foreseeable consequence) and which causes actual damage to a business or goodwill of the trader by whom the action is brought or (in a quia timet action) will probably do so” 
, he was defining what was necessary, not what is sufficient, for passing off to be made out and reminded us to be particularly careful of “the logical fallacy of the undistributed middle.  It does not follow that because all passing off actions can be shown to present these characteristics, all factual situations which present these characteristics give rise to a cause of action for passing off.  True it is that their presence indicates what a moral code would censure as dishonest trading, based as it is upon deception of customers and consumers of a trader’s wares, but in an economic system which has relied on competition to keep down prices and to improve products there may be practical reasons why it should have been the policy of the common law not to run the risk of hampering competition by providing civil remedies to every one competing in the market who has suffered damage to his business or goodwill in consequence of inaccurate statements of whatever kind that may be made by rival traders about their own wares.”

When considering the jurisprudence underpinning any law of unfair competition and the law of passing off, the fundamental requirement in the law of passing off for a misrepresentation is key.  It is relatively easy to conceive of situations where one party is regarded as piggy-backing on the goodwill of a competitor in order to gain a commercial advantage at the expense of the competitor.  It may be that the competitor has devised a new way of doing business or has developed a new product in which he has gained considerable goodwill.  Seeing these advancements the new entrant may well go to market with a very similar offering.  We see this often, for example, in the pharmaceutical industry with the development of “me too” drugs and in the fashion industry where clothes seek to catch the latest trend.  However, without the new entrant making a misrepresentation, can this amount to passing off?

Again, adopting the words of Mr Justice Jacob in Hodgkinson
:
“At the heart of passing off lies deception or its likelihood, deception of the ultimate consumer in particular. Over the years passing off has developed from the classic case of the defendant selling his goods as and for those of the plaintiff to cover other kinds of deception, e.g. that the defendant's goods are the same as those of the plaintiff when they are not, e.g. Combe International Ltd v. Scholl (UK) Ltd [1980] R.P.C. 1; or that the defendant's goods are the same as goods sold by a class of persons of which the plaintiff is a member when they are not, e.g.  Erven Warnink BV v J Townend & Sons (Hull) Ltd [1980] RPC 31. Never has the tort shown even a slight tendency to stray beyond cases of deception. Were it to do so it would enter the field of honest competition, declared unlawful for some reason other than deceptiveness. Why there should be any such reason I cannot imagine. It would serve only to stifle competition”
Wadlow in his book The Law on Passing Off
 puts it equally starkly:

“First, passing off is exclusively concerned with damage caused by misrepresentation. Damage arising from any other form of “unfair” conduct in competition or otherwise cannot amount to passing off”

This does not exclude the law of passing off serving as a remedy to prevent a new entrant from taking unfair advantage of a well established brand.  The leading “look-a-like” case
 clearly demonstrates how passing off can be used to prevent unfair competition in circumstances where an action for trade mark infringement failed.

The facts of the case related to a supermarket’s attempt to launch a new chocolate biscuit that aped a leading brand’s product.  The confectionery in question was a chocolate coated sandwich biscuit which was sold by reference to the registered trade mark Penguin and whose packaging featured a picture of a penguin.  United Biscuits took action against ASDA when it launched its Puffin biscuit whose packaging featured a picture of a puffin and had the word  “puffin” emblazoned across it.

Mr Justice Walker found passing off, in that, taken as a whole, the packaging and get up of ASDA's Puffin biscuits was deceptively similar to the packaging and get up of the Penguin biscuits even though the word mark Puffin was insufficiently similar to constitute infringement of word trade mark Penguin. He stated
:

"there is a good deal of authority for the proposition that long use of a particularly distinctive get up does (without creating a monopoly) place on a new competitor (minded to use a similar get up) a special obligation to avoid confusion."

Thus passing off can offer a claimant a remedy for what might be considered as unfair competition.  This action was brought in conjunction with an action for trade mark infringement demonstrating that the actions are not mutually exclusive. 
Traditional passing off requires proof of a likelihood of actual confusion at the point of sale.  However, it has been said that passing off is intended to provide protection against unfair trading, and its boundaries are neither rigid nor closed.  Recently, the Court of Appeal
 has clearly stated (albeit obiter) that passing off is merely a species of unfair competition, for which confusion or deception is not a pre-requisite.  In the Advocaat Case
, Lord Diplock stated:

“the forms that unfair trading takes will alter with the ways in which trade is carried on and business reputation and goodwill acquired.”

In Irvine v Talksport Ltd
 Mr Justice Laddie stated:


“The sort of cases which come within the scope of a passing off action has not remained stationary over the years. This is for two reasons. First, passing off is closely connected to and dependent upon what is happening in the market place.  It is a judge made law which tries to ensure, in its own limited way, a degree of honesty and fairness in the way trade is conducted. … an underlying principle is the maintenance of what is currently regarded as fair trading. The law of passing off responds to changes in the nature of trade. .. Second, the law itself has refined over the years…

… Not only has the law of passing off expanded over the years, but the commercial environment in which it operates is in a constant state of flux.”

In this case, passing off was used to provide a remedy for the Formula 1 racing driver, Eddie Irvine, whose image had been used in an advertisement endorsing the defendant radio station, Talksport, without his permission.  Talksport had doctored a picture of Mr Irvine so that it showed him holding a radio (rather than his mobile phone) suggesting that he listened to Talksport.  Mr Irvine put forward strong evidence to show that he would only allow the goodwill associated with his name and image to be used in circumstances where he was paid a substantial fee.  Accordingly, it was a misrepresentation to suggest he had endorsed the radio station and as a result of the advertisement he had suffered damage in the form of fee he had not received.   Mr Justice Laddie stated:

“If someone acquires a valuable reputation or goodwill, the law of passing off will protect it from unlicensed use by other parties. Such use will frequently be damaging in the direct sense that it will involve selling inferior goods or services under the guise that they are from the claimant.  But the action is not restricted to protecting against that sort of damage. The law will vindicate the claimant's exclusive right to the reputation or goodwill.  It will not allow others to so use goodwill as to reduce, blur or diminish its exclusivity.”

This accords with the observations of Lord Justice Aldous in British Telecommunications Plc v One in a Million Ltd
.  The case related to a cybersquatter who had registered as domain names, the names of many well-known high street stores and attempted to sell the registrations to the high street stores for vastly inflated sums.   

Lord Justice Aldous stated that:

“The cause of action called passing off is of ancient origin. It has developed over time. As Lord Diplock pointed out in the Warnink case, Parliament has over the years progressively intervened in the interests of consumers and traders so as to impose standards of conduct and to ensure commercial honesty.  It is therefore not surprising that the courts have recognised that the common law, in that particular field, should proceed upon a parallel course rather than a diverging one.  Lord Diplock explained how the cause of action had moved from the classical form over the years.  His five characteristics were those he identified in 1980 from previously decided cases, but I do not believe that he was thereby confining forever the cause of action to every detail of such characteristics, as to do so would prevent the common law evolving to meet changes in methods of trade and communication as it had in the past.”

In this way, Lord Justice Aldous was able to find in favour of the high street stores on the basis that the defendants was passing off the domain name registrations as “instruments of deception”.  He said,

“A name which will, by reason of its similarity to the name of another, inherently lead to passing off is such an instrument [of deception].  If it would not inherently lead to passing off, it does not follow that it is not an instrument of fraud.  The court should consider the similarity of names, the intention of the defendant, the type of trade and all the surrounding circumstances.  If it be the intention of the defendant to appropriate the goodwill of another or enable others to do so, I can see no reason why the court should not infer that that will happen, even if there is a possibility that such appropriate would not take place.”

In the case Lord Justice Aldous was prepared to find that the mere registration of the domain names would lead to an erosion of goodwill in the names which either caused damage, or was likely to damage, the rightful owners.

Detailed consideration of when one party can trade by reference to another party’s trade mark was given in the case of Arsenal Football Club plc  v Reed
, a case which went all the way to the ECJ on a number of points of law including the question of what constituted “use” of a trade mark.  The facts of the case related to the sale of unlicensed Arsenal football club merchandise.  Matthew Reed had several street stalls which had for many years sold various items of football merchandise, including hats and scarves, outside the Arsenal football stadium, Highbury, on match days.  The merchandise clearly bore the Arsenal name and crest both of which were registered trade marks.  However, the merchandise was sold subject to a prominent disclaimer that the goods were unofficial and that there was no connection with Arsenal football club.

Mr Reed claimed that he sold items which merely demonstrated fans’ support of the football club and that any use of the Arsenal registered trade marks was merely as badges of allegiance rather than use so as to indicate the origin of the goods.  Arsenal obtained some evidence from members of the public that they had been confused as to the nature of the goods Mr Reed sold and therefore brought an action for both trade mark infringement and passing off.  At first instance, the passing off case was dismissed on the ground that there had been no misrepresentation because of the use of prominent disclaimers and the lack of substantial evidence of confusion when put in the context of Mr Reed’s 30 year history of trading.  The Court also did not accept that the manner in which the trade marks were used amounted to use as a trade mark and accordingly there could be no infringement despite the fact the identical signs were applied to goods identical to those for which Arsenal had obtained valid trade mark registrations.  Arsenal appealed.

After the ruling of the ECJ the court ultimately found that Mr Reed had indeed infringed the Arsenal registered trade marks and in the course of his judgment, Lord Justice Aldous, with whom the other members of the Court of Appeal agreed, made clear that in the court’s view:

“I realise that there was no appeal on the conclusion reached by the judge on the cause of action traditionally called passing off, perhaps best referred to as unfair competition.   However I am not convinced that his reasoning was correct.  The traditional form of passing off as enunciated in such cases as Reddaway v Banham [1896] A.C. 199 is no longer definitive of the ambit of the cause of action.” 

“As Cross J. stated in Vine Products Ltd v Mackenzie & Co Ltd [1969] R.P.C. 1, in relation to the decision in the Spanish Champagne cases:

"A man who does not know where Champagne comes from can have not the slightest reason for thinking that a bottle labelled 'Spanish Champagne' contains a wine produced in France.  But what he may very well think is that he is buying the genuine article - real Champagne - and that, I have no doubt, was the sort of deception which the judge had in mind.  He thought, as I read his judgment, that if people were allowed to call sparkling wine not produced in Champagne 'Champagne,' even though preceded by an adjective denoting the country of origin, the distinction between genuine Champagne and 'champagne type' wines produced elsewhere would become blurred; that the word 'Champagne' would come gradually to mean no more than 'sparkling wine;' and that the part of the plaintiff's goodwill which consisted in the name would be diluted and gradually destroyed.  If I may say so without impertinence I agree entirely with the decision in the Spanish Champagne case - but as I see it uncovered a piece of common law or equity which had till then escaped notice - for in such a case there is not, in any ordinary sense, any representation that the goods of the defendant are the goods of the plaintiffs, and evidence that no-one has been confused or deceived in that way is quite beside the mark.  In truth the decision went beyond the well-trodden paths of passing-off into the unmapped area of 'unfair trading' or ' unlawful competition'." 

These observations were obiter, as the first instance judge’s dismissal of the passing off claim was not the subject of Arsenal’s appeal.  However, they were made by a judge in the Court of Appeal, with whom the rest of the Court agreed and the common law often develops using obiter comments as the basis of a line of authority which eventually becomes settled law.  

Further it is worth noting that the view expressed by Lord Justice Aldous appears to be in accordance with Article 10bis of the Paris Convention
, of which the United Kingdom is a signatory. The Article provides:

“Article 10bis

(1) The countries of the Union are bound to assure to nationals of such countries effective protection against unfair competition. 

(2) Any act of competition contrary to honest practices in industrial or commercial matters constitutes an act of unfair competition. 

(3) The following in particular shall be prohibited: 

1. 
all acts of such a nature as to create confusion by any means whatever with the establishment, the goods, or the industrial or commercial activities, of a competitor; 

2. 
false allegations in the course of trade of such a nature as to discredit the establishment, the goods, or the industrial or commercial activities, of a competitor; 

3. 
indications or allegations the use of which in the course of trade is liable to mislead the public as to the nature, the manufacturing process, the characteristics, the suitability for their purpose, or the quantity, of the goods.”

It is highly arguable that the current formulation of the law of passing off, which requires there to be a misrepresentation, is not in compliance with Article 10bis in that UK law should provide a remedy to protect a claimant against any acts of competition “contrary to honest practices”, in order to conform with its obligations under the Convention.

The Vine Products case mentioned above was a case which was part of a series of cases which demonstrate how passing off has shown its ability to adapt and prevent acts of “unfair competition”.  These cases were brought just prior to the UK’s membership of the European Union by a series of beverage manufacturers to prevent the misuse of the goodwill which existed in their drinks.  Producers of Whiskey
, Sherry
 and Champagne
 all brought actions which showed that the descriptive nature of the name of the drinks in question, and the fact that the instant claimants were not the only people entitled to use the names, was no bar to passing off providing relief to prevent a deceptive course of conduct.  The fact that these drinks and other products such as meat and cheese are protected against unfair competition by passing off is largely forgotten because of the Europe wide recognition of so called “appellations”
 which protect regional producers’ designations of origin and geographic indications.  Passing off is still important in the context of other products such as Harris Tweed
 and so this line of authority is still relevant in providing protection against acts of unfair competition.

This line of authority has also been used as demonstrable of the recognition by English court of a tort of unfair competition because of the fact that there was no single producer of the beverages in question and therefore passing off was found in the absence of confusion between competing traders.  In particular, the dictum in the Vine Products case where Mr Justice Cross stated that “the [Champagne
] decision went beyond the well trodden paths of passing off into the unmapped area of ‘unfair trading’ or ‘unlawful competition’” suggested that the court was recognising “unfair competition”.  However, Lord Salmon in the Advocaat case made clear that he felt that the Champagne case was “soundly based on the principles underlying the earlier passing off actions, which I take to be that the plaintiff is entitled to protect his right of property in the goodwill attached to a name which is distinctive of a product or class of products sold by him in the course of his business”.

Lord Salmon went on to say “any established trader is liable to have his goodwill damaged by fair competition, and it is not every falsehood told by a competitor that will give him a right of action.  But where the falsehood is a misrepresentation that the competitor’s goods are goods of a definite class with valuable reputation, and where the misrepresentation is likely to cause damage to established traders who own goodwill in relation to that class of goods, business morality seems to require that they should be entitled to protect their goodwill.  The name of the tort is not important, but in my opinion the tort is the same in kind as that which has been hither to known as passing off.”

It was interesting therefore to see that despite the fact further development of the drinks cases line of authority appeared to have been closed off by the Advocaat case, Lord Justice Aldous relying on the dicta of Mr Justice Cross in the Arsenal case.  Whether this leads to the line of authority being opened up again will have to be seen.

In United Biscuits v Asda
 Robert Walker J. stated in respect of passing off and trade mark infringement: 

“These causes of action are the subject of a great deal of learning … but their basic idea is quite simple.  It is (and has been for a very long time) the policy of the law to permit and indeed encourage fair competition in trade but to discourage and indeed prevent unfair competition … The rules as to passing off and trade mark infringement are … a very important part of the law preventing unfair competition.  Their basic common principle is that a trader may not sell his goods under false pretences, either by deceptively passing them off as the goods of another trader so as to take unfair advantage of his reputation in his goods, or by using a trade sign the same as, or confusingly similar to, a registered trade mark.”

It can therefore be seen that the court regards the two causes of action as having a common purpose of preventing unfair competition, and that they should be used in conjunction with each other.

(A) Initial interest confusion

There is a final point which should be considered in the context of the current operation of the law of passing off.  What happens if consumers are initially attracted to the Defendants’ products because they are confused by similarities in the combination of factors such as the name and packaging into the mistaken belief that they are, or are connected with, the original products?  For such confusion to be actionable in passing off, it must continue to the point of sale.  The law of passing off has made clear that it is not designed to protect a claimant in circumstances where the person confused is “moron in a hurry”
.  

However, it will often be the case that the initial interest confusion is discovered before the purchase is made but nevertheless the person selecting the product buys it just to give it a try.  In those circumstances a misrepresentation has been made which has diverted custom from the claimant to the defendant.  If misrepresentation is a requirement of the tort, then it is satisfied.  However, as confusion does not persist at the point of sale, traditionally UK law would not regard this as passing off.

In BP Amoco v John Kelly
, initial interest confusion was considered relevant to a finding of infringement of registered trade marks for the colour green, by the Northern Ireland Court of Appeal which stated:

“Mr Hobbs emphasised the point that when a motorist travelling at speed sees a green station, at a distance at which the logo cannot be made out, and starts to make preparations to turn off into the station, he is liable to continue his manoeuvre even though he may decry the logo as he nears the station and appreciate that the petrol on sale is that of the respondents and not of BP. As he put it, the antidote to the bane has not been applied and that is a customer lost. We consider that there is force in this contention. BP is entitled to add to it the evidence of actual confusion, relatively slight though it is.”

This then raises the question of when and to what extent the law of passing off should diverge from that which Parliament has sought to legislate for.  The leading case on the correct interpretation of "likelihood of confusion" is the judgment of the ECJ in Sabel v Puma
 which considers the meaning of Article 4(1)(b) of the Directive, governing the relative grounds for refusal of registration of a trade mark. The text of this provision is the same as in  section 10(2) TMA, implementing Article 5(1)(b) of Trade Marks Directive 89/104. .

This case established the following propositions:

(1)
The likelihood of confusion must be appreciated globally, taking into account all factors relevant to the circumstances of the case.

(2)
That global appreciation of the visual, aural or conceptual similarity of the marks in question must be based on the overall impression given by the marks, bearing in mind, in particular, their distinctive and dominant components. The wording of Article 4(1)(b) of the Directive - "... there exists a likelihood of confusion on the part of the public ..." - shows that the perception of marks in the mind of the average consumer of the type of goods or services in question plays a decisive role in the global appreciation of the likelihood of confusion. The average consumer normally perceives a mark as a whole and does not proceed to analyse its various details.

(3)
The more distinctive the earlier mark, the greater will be the likelihood of confusion. It is therefore not impossible that the conceptual similarity resulting from the fact that two marks use images with analogous semantic content may give rise to a likelihood of confusion where the earlier mark has a particularly distinctive character, either per se or because of the reputation it enjoys with the public.

The case of Sabel v Puma concerned an application to register a mark which comprised a cheetah with the word SABEL written underneath.  Puma opposed it on the basis of two earlier device marks showing the silhouette of a puma with no associated word mark
. The ECJ clearly considered that the conceptual similarity between the 2 marks could be sufficient to give rise to a likelihood of confusion if the earlier mark was either very well known to the public or had a particularly distinctive character per se. However on the facts this was not the case
. 

The ECJ have provided further explanations of the correct interpretation of the assessment of similar marks and its relationship to the likelihood of confusion in a series of cases, the relevant parts of which are set out by Patten J. in Intel v Sihra
.  This establishes the following additional propositions:-

(1)
the doctrine of imperfect recollection - the consumer has an imperfect idea of the marks and does not proceed to analyse them into their separate elements;

(2)
when assessing the degree of similarity between the marks in question the national court must determine the degree of visual aural or conceptual similarity;

 (3)
a lesser degree of similarity between marks may be offset by a greater degree of similarity between the goods, and vice versa. 

In Intel v Sihra Patten J. stated
:

"Similarity and confusion as to origin are both largely matters of fact and impression. Clearly, the strength and reputation of the earlier mark is likely to play a pivotal role in determining whether the new mark will cause confusion in the mind of the average consumer. But that possibility (however strong the earlier mark) is obviously at its highest in cases where the goods in question are identical or very similar."

Further, the likelihood of confusion under section 10(2) TMA needs to be assessed without reference to extraneous factors which are alleged to dispel actual confusion that might arise.  In BP Amoco plc v John Kelly
, the Supreme Court of Northern Ireland reached the following conclusions:

" 42.
 Under the 1938 Act it was settled law that once a mark is shown to offend, the user of it cannot escape by showing that by something outside the actual mark itself he has distinguished his goods from those of the registered proprietor: see Saville Perfumery Ltd v. June Perfect Ltd (1941) 58 R.P.C. 147 at p. 161, per Greene M.R. The same conclusion has been reached in a number of cases under the 1994 Act."

"43.
 ….a conclusion to the contrary would deprive the proprietor of a registered mark of much of the protection which he should receive in consequence of registration. We consider that this is not only consistent with the wording of Article 5(1) of Directive 89/104, but that that wording, "the registered trade mark shall confer on the proprietor exclusive rights therein", points positively towards the conclusion that added matter or circumstances should be discounted in a case such as the present."

Therefore a finding of trade mark infringement as a result of likelihood of confusion may be reached in circumstances where an allegation of classic passing off (requiring actual confusion at point of sale) may fail.  This is particularly likely when dealing with identical goods and a mark with a strong reputation.

(B) Infringement under s. 10(3) TMA 1994 

As set out above section 10(3) provides:

“(3)   A person infringes a registered trade mark if he uses in the course of trade in relation to goods or services a sign which is identical with or similar to the trade mark, where the trade mark has a reputation in the United Kingdom and the use of the sign, being without due cause, takes unfair advantage of, or is detrimental to, the distinctive character or the repute of the trade mark.” 

Patten J. provides a clear analysis of the same wording in s. 5(3) in Intel Corp v Sihra (supra).   The following propositions may be derived from that case, and the authorities referred to therein: 

(i)
The section is designed to protect marks which have a reputation in the UK from the use of identical or similar signs which take unfair advantage of the distinctive character or repute of the mark.

(ii)
Under s. 10(3), the test is not whether the sign complained of is likely to cause confusion.  Confusion as to origin as such is strictly irrelevant.  Proof of a likelihood of confusion is not required;

(iii)
The section is designed to prevent [the Defendant] from benefiting unfairly from the promotion and enhancement of his own product by the use of an identical or similar sign.  What is required is a sufficient degree of knowledge of the earlier mark, leading to the making of a link with the Defendants’ sign.  

In the Intel case, the learned judge did not consider that there was a likelihood of confusion (as required by s. 5(2)).  Nonetheless, he allowed the appeal under s. 5(3), on the basis that use of the mark applied for would take unfair advantage of a mark with an established reputation by association with the earlier mark.

s. 10(3) is aimed at precisely the situation where a defendant (as here) imitates the names and packaging of famous products.  Such imitation is not casual or unintentional, but carried out with the deliberate intention of creating at least an association with the successful products.

In Adidas-Salomon
  the ECJ made clear that in order for a defendant’s sign to fall within the scope of the section, before any consideration was given to the question of whether it took unfair advantage of or was detrimental to the registered mark, there must be similarity between mark and sign (on the criteria set out above) and that the similarity must be close enough for a link to form in the minds of the public. 

“The infringements referred to in Art.5(2) of the Directive, where they occur, are the consequence of a certain degree of similarity between the mark and the sign, by virtue of which the relevant section of the public makes a connection between the sign and the mark, that is to say, establishes a link between them even though it does not confuse them.”

Accordingly, it would appear that the law of passing off, whilst at times offering an additional remedy to such protection as is afforded by a registered trade mark, does not offer the same level of protection in a given set of circumstances.  This can be justified on the basis that passing off is a common law remedy designed to protect trading goodwill and as such has its own distinct legal regime.

However, given that English courts have indicated that passing off and the TMA are designed to protect against unfair competition it can be argued that the common law should at least be developed in accordance with the principles which has been legislated for in the TMA.  Obiter dicta from the Court of Appeal leads practitioners to the conclusion that passing off can be developed to fit new circumstances and therefore this cause of action should be employed both as an additional and independent cause of action when faced with a situation involving unfair competition.


Malicious Falsehood

Sometimes referred to as injurious falsehood, trade libel, slander of title or slander of goods, the tort of malicious falsehood provides that misrepresentations are also actionable if they are made with malice and cause damage.  Again, we see a “classical trinity” however the need to show that defendant made the misrepresentations with malice brings into malicious falsehood a mental element which is absent from an action for passing off.  This distinction is one reason why actions for malicious falsehood are far less common than actions in passing off because of the evidential difficulty of proving what the defendant’s state of mind was when he published the statement complained of.  However, the fact that malicious falsehood does not require trading goodwill means that it has application to protect a variety of economic interests not just business goodwill.

A cause of action for malicious falsehood will arise where a person publishes words about another person which are false and which cause the latter to suffer special damage.  To show special damage and malice, it will be sufficient to show that the words published were calculated to cause pecuniary damage and the person making the statement published the words knowing that they were false or was reckless as to whether or not they were false.

One of the more recent expositions of tort was set out in Kaye -v- Robertson
 a case which centred on a newspaper interview with a television actor taken whilst he lay barely conscious in his hospital bed.

“The essentials of this tort are that the defendant has published about the plaintiff words which are false, that they were published maliciously and that special damage has followed as the direct and natural result of their publication.  As to special damage, the effect of section 3(1) of the Defamation Act 1952 is that it is sufficient if the words published in writing are calculated to cause pecuniary damage to the plaintiff.  Malice will be inferred if it be proved that the words were calculated to produce damage and that the defendant knew when he published the words that they were false or was reckless as to whether they were false or not.”

Section 3(1) of the Defamation Act 1952 states:

“In an action for slander of title, slander of goods or other malicious falsehood, it shall not be necessary to allege or prove special damage,

(a)
if the words upon which the action is founded are calculated to cause pecuniary damage to the plaintiff and are published in writing or other permanent form; or 

(b)
if the said words are calculated to cause pecuniary damage to the plaintiff in respect of any office, profession, calling, trade or business held or carried on by him at the time of the publication.”

In the context of a claim for malicious falsehood in a business environment where two competitors are making representations about the other’s goods, the very purpose of making those statements will be to cause pecuniary damage.

The most recent case to consider this was DSG Retail -v- Comet Group
.  Owen J highlighted that Counsel for the defence did not offer any arguments against the submission that 

“the whole purpose of the posters was to lure potential customers from Currys to Comet at the most crucial time of the year for sales of electrical and electronic goods.  That was undoubtedly the case.  As Jonathan Parker J put it in Emaco -v- Dyson Appliances, a passage cited with approval by Morland J in Jupiter -v- Johnson Fry

‘Comparative advertising is by its nature calculated (in the sense of likely) to cause pecuniary damage to suppliers of the competing product, if only by reducing the market share of the product which is the subject of the comparative advertising.  That after all is the purpose of comparative advertising.’

In those circumstances Currys have plainly established a likelihood of actual damage.”

The tort is not limited to written misrepresentation but applies equally to oral statements, but it should be distinguished from defamation.  In Joyce -v- Sengupta
, Nicholls VC said that the difference between defamation and malicious falsehood is that: 

“the remedy provided by law for words which injure a person’s reputation is defamation.  Words may also injure a person without damaging his reputation.  An example would be a claim that the seller of goods or land is not the true owner.  Another example would be a false assertion that a person has closed down his business. Such claims would not necessarily damage the reputation of those concerned.  The remedy provided for this is malicious falsehood.”

When is a representation actionable in injurious falsehood?  Firstly, it must be false.  Secondly, it must be material and thirdly, it must relate to the claimant’s goods, services, business or person.  Examples, where it has provided a remedy to prevent unfair competition are at first glance quite extensive.  Suggestions that a business has closed down or that the seller is not the true owner the goods (as set out above); that goods are of poor quality
, breach intellectual property rights
, cost more
 or lack official approval
 have all been actionable.  However, the cause of action is rarely pleaded on its own (although there is no bar to doing so) and its exploitation in recent times has often been by individuals rather than businesses because bringing such an action is publicly funded by legal aid whereas defamation actions are not.

When competitors make statements there is general presumption that the statements are made to increase their own sales rather than reduce those of their opposition (although that is often the logical outcome).  A general statement that one supplier’s goods are the best necessarily implies that the other supplier’s goods are worse.

It is the job of the Court to decide when such statements should be actionable and when they should be regarded as mere “puffs”.  In the British Airways -v- Ryanair case
, the judge made clear that consumers expected hyperbole.  Mr Justice Jacob was very unsympathetic to BA’s seemingly not unreasonable complaint that flights to certain destinations should not be the subject of direct price comparison when their competitor, Ryanair, flew to different airports (sometimes not even in the same country as the advertised destination).  Ryanair stated “Expensive BA…….” in their adverts and, notwithstanding the valid point regarding destinations, BA’s complaint was met with response that “BA do not like it … because it is true”.

In De Beers -v- General Electric
, discussing the dividing line between mere puffing and actionable misrepresentation, Mr Justice Walton said,

“On the one hand, it appears to me that the law is that any trader is entitled to puff his own goods, even though such puff must, as a matter of pure logic, involve the denigration of his rival’s goods.  Thus in the well known case of the three adjoining tailors who put notices in their respective windows reading ‘The best tailor in the world’, ‘The best tailor in this town’ and ‘The best tailor in this street’, none of the three committed an actionable wrong …

Where, however, the situation is not that the trader is puffing his own goods, but turn to denigrate those of his rival, then, in my opinion, the situation is not so clear cut.  Obviously, the statement “My goods are better than X’s’ is only a dramatic representation of what is implicit in the statement ‘My goods are the best in the world’.  Accordingly, I do not think such a statement would be actionable.  At the other end of the scale, if what is said is ‘My goods are better than X’s because X’s are absolute rubbish’ then … the statement would be actionable.

Between these two kinds of statements there is obviously still an extremely wide field; and it appears to me that, in order to draw the line, one must apply this test, namely, whether a reasonable man would take the claim being made as being a serious claim or not.”

3. Personal Opinion

The common law of England is capable of developing on an ad hoc basis without the need for statutory intervention.  Accordingly, it is sufficiently flexible to deal with novel situations as and when they arise.  Wadlow comments on the development of passing off that “far from unfolding in a consistent and purposeful manner, passing off has largely developed through ad hoc decisions which were often motivated primarily not to let an unmeritorious defendant escape liability”
 and cites the One in a Million case
 as just the latest in a long line of cases demonstrating this.  This shows that the common law adapts and changes to reflect the needs of business without the need for any legislative intervention.  It shows the incremental development of the common law at its most effective and therefore it is questionable why there is a need for a law of unfair competition.

However, in order to effect a seismic shift in judicial thinking, statutory intervention is often required.  Given the European Commission’s programme of harmonisation of both competition and intellectual property laws across Europe, any development of a law of unfair competition may be one area best reserved for the European law makers rather than the UK legislature.

Yet when considering the English IPR, it is recognised that many of these rights have been harmonised to a greater or lesser extent across the European Union.  This harmonisation process has embodied jurisprudence on unfair competition from countries within the European Union.  There is a strong argument that, were there a need for further harmonisation of national laws to embody a tort of unfair competition to ensure that there was no impediment to the free movement of goods and services, then it would have been done already.

One example is the Enforcement Directive, which has just been passed by the European Parliament in an attempt to tackle internet piracy of IPR.  The business community lobbied for tough laws, but consumer groups and smaller businesses opposed these, claiming they would restrain innovation and consumer choice
.  The European Parliament opted for a middle ground, illustrating that ‘public interest’ can involve balancing different interests to achieve the best solution for society as a whole.

2. Unfair competition law as a complement to the rules ensuring the protection of intellectual property

The answer to this question is encompassed in the answer to question 1.

3. The action against unfair competition as a substitute for the rules ensuring the protection of intellectual property

3.1. 
Substitute in the absence of protection according to your national law
The answer to this question is encompassed in the answer to question 1. However, there are some comments which can be made.

The question of whether English IPR are deemed adequate to protect the investment which companies put into their businesses when used in conjunction with the existing common law of passing off is arguable.   

If one looks at the scheme of English IPR it attempts to provide a complete framework for the protection of a qualifying rights holder.  Looking specifically at how the scheme of protection works, this can be conveniently done by example to the Patents Act.  The Patents Act provides protection for an invention if:
5 the invention is new;

6 it involves an inventive step;

7 it is capable of industrial application; and

8 it is not within the exclusions.

If we consider the exclusions in turn, it can be seen that there is objective justification for not providing patent protection.

A Discovery, Scientific Theory Or Mathematical Method

The dividing line between discoveries and inventions can be a very narrow.  It would be a mere discovery to extract an unknown chemical from a plant. To permit its patentability would be to expropriate nature itself and therefore not allowed on public policy grounds.  However, it may be patentable to have devised a machine to extract and purify the chemical so that practical use can be made of it.  Sir Alexander Fleming discovered penicillin in 1928, but it was 12 years later that a team at Oxford found a patentable method of storing the drug.

A Literary, Dramatic, Musical Or Artistic Work Or Any Other Aesthetic Creation Whatsoever

Such works of literature, drama, music and art are protected by other IPR.  At a first glance it may appear that they could be categorised as being excluded for visual nature but this does not disentitle them to patent protection; it is just that they are afforded (often greater) protection by other IPR. 

A Scheme, Rule Or Method For Performing A Mental Act, For Playing A Game Or Doing Business

There could be scope for copyright, design right or trade mark registration to afford protection to some aspects of schemes, rules and methods for performing a mental act, playing games and doing business.  However, it is public policy that dictates that as a general rule the community should be free to do these things without restriction.

A Program For A Computer

Across Europe this is a contentious issue at present with the current Community proposals for the patentability of computer programs having been rejected by the European Parliament and sent back to the Commission for a complete redraft.  

Under English law, computer programs have traditionally been regarded as an area for copyright law and trade secrets but the absolute monopoly of a patentee is more attractive, not least because of the speed at which technology is superseded.  The Court of Appeal considered an application from a firm of stockbrokers for a patent to cover a computer program for an automated method of trading various stocks and shares
.  The essence of their claim was that it related to the new system, a technical process, and not to the computer program as such.  At first instance the judge held that it was not patentable because without the excluded computer program element, there was no novelty.  The Court of Appeal adopted a different approach.  The court looked at the application as a whole, but in this particular case the application related essentially to a method of doing business and so was excluded under s 1(2) of the Patents Act anyway.  Similarly in a later case
 a “read only memory” providing the means to evaluate a square root was excluded from patentability.

The Presentation of Information

Clearly such matters are a matter for copyright law.  

An invention which would be contrary to public policy or morality

This is a self-explanatory exclusion based on public policy.  However, with patents now being sought and granted for transgenic animals, such as the Harvard mouse (a mouse genetically engineered for research purposes to develop cancer), the public policy exclusion seems to have lost some of its force.  

Methods of treating the human or animal body by surgery or therapy or of diagnosis practised on the human or animal body

Methods of treating the human or animal body by surgery or therapy or of diagnosis practised on the human or animal body are unpatentable to express a public policy favouring the dissemination of new medical techniques unimpeded by claims to exclusive rights.  

Given that there are coherent reasons why the above exclusions (and similar exclusions, such as the removal of copyright protection from three dimensional articles which attract unregistered design right) were written into statute, the obvious question to ask is whether there are any areas where the absence of specific IPR causes problems.  It is possible to argue that in the case of the following areas, a law of unfair competition could provide a substitute for the absence of protection under English law as it stands: 

1)
Format rights for television programmes; 

2)
Broadcasting rights for live sporting events; and

3)
the get-up of consumer products (so as to protect them from “look-alike” products)..

1)
Format rights for television programmes
Elements of a television programme such as its name, the design of the set, the theme tune and the script can all be protected by intellectual property rights.  The programme's name by the registration of a trade mark; the set by registered and/or unregistered design right and possibly copyright; the theme tune and the script by copyright.  

In combination these intellectual property rights can be used to good effect to protect programmes such as situation comedies or dramas because they are pre-recorded with a fixed dialogue, characters and events.  However, if one considers such programmes in the context of copyright, they are merely the "expression of an idea" and it is this which is protected.  A situation comedy about a group of six friends who have adventures around New York is just an idea and so there is nothing to stop a writer taking this idea and developing it into a new programme provided nothing is copied from the original "Friends".

However, even with a programme such as Friends, which has fixed dialogue, characters and events, traditional intellectual property rights have difficulty protecting it unless elements are directly copied.  Even harder to protect by traditional intellectual property rights are reality television shows or quiz shows which are fluid, dynamic and interactive relying for much of their appeal on the uncertainty of how the contestants will react in any given situation.  Whilst it may be possible to point to elements of a quiz show and say that is what makes up its "format", the individual elements or even their combination are not sufficiently certain for the purposes of traditional intellectual property rights to protect.

Historically, the television industry has regulated itself by operating on the basis of "gentlemen's agreements" which recognise television companies' skill and effort in creating new shows and reward it by purchasing the so called "format rights" before going out and making their own versions of the shows.  The creator will sell the purchaser not only the right to recreate the "look and feel" of the television show but also a detailed know-how or "format" bible containing the confidential information which is likely to have made the show being licensed as successful as it was.  However, in terms of what your average television viewer sees on the screen, a strict legal analysis reveals that these format right agreements actually contain very little in terms of intellectual property which could not be freely taken and used by a competitor.  Further, if a competitor did take the format rights to a television show, it is unlikely that the law of passing off would be able to assist in the absence of enforceable IPR because a competitor would no doubt ensure that there was no actionable misrepresentation.

The leading common law case which reached the English Court is Green -v- Broadcasting Corporation of New Zealand
.  In this case, Hughie Green sued the Broadcasting Corporation of New Zealand for taking and using his television format rights for the talent show called "Opportunity Knocks".  Mr Green had a number of catchphrases such as "It's make your mind up time" and the show recorded how well the audience judged each contestant had done by means of a "clap-o-meter".

Despite these key elements the Privy Council decided Mr Green did not have any rights in the show which the common law could protect.  He could not make out a case for passing off because he did not have the requisite goodwill in New Zealand.  The show was too fluid and dynamic to attract copyright protection.  His catchphrases had not been registered as trade marks and were too short for copyright protection in themselves.  The whole format was just an idea and, in accordance with long established principles, it was held that there was no copyright in an idea and consequently the television show.

The television industry has long argued that the law needs to be amended to address the area of format rights and has created a self-regulatory group in the form for FRAPA "The Format Recognition and Protection Association" to assist members protect their rights.  It allows members to lodge their formats with the organisation and, if disputes arise between members provides a mediation service.  Given that the television industry is prepared to operate along the lines of gentlemen's agreements and create its own regulatory body absent what it itself considers adequate legal protection, this is one area where a law of unfair competition may provide a substitute in the absence of protection under existing English law.

2)
Broadcasting rights for live sporting events

Related to television programme format rights are broadcast rights for live sporting events.  

Broadcasters whether for television or radio will often pay vast sums for the right to broadcast exclusive coverage of a particular event, such as a football game or tennis match.  However, the way in which these rights are controlled has nothing to do with intellectual property rights, they are controlled by contract.  Unlike a music concert where the works performed are likely to attract copyright protection, the events which take place at a football match are free from protection under English law.  Until a recording of the event is made, no intellectual property rights have been created and therefore none can be infringed.  Accordingly, if a competitor can gain lawful access to a sporting event, he is free to broadcast what he sees and hears.

Conveniently for broadcasters who want to buy the rights to live sporting events, such games are usually played out before crowds in arenas or stadia which are privately owned and managed with strictly controlled access.  Therefore, the broadcaster will enter into an exclusive arrangement which provides that the owner of the football ground or tennis court will not allow anybody else onto his premises for the purpose of commercially broadcasting the events which take place during the match.  Spectators entering the ground will have contractual restrictions in their tickets' terms and conditions which prevent them taking pictures or making recordings for commercial purposes.  In this way, exclusivity is reserved to the broadcaster who has paid for the rights.

However, there is nothing in English law to prevent a commercial radio station watching a live television feed of a football game and providing their own commentary and broadcasting this across their network.  Provided the radio station makes clear that the commentary is unofficial and does not have any connection with either the football club or the official broadcaster, it will not be liable in passing off.  The radio station is not transmitting a copy of either the television pictures or the sound from the game because it is providing its own oral commentary to a live feed which no one else can see or hear over the radio station's network.

This method of radio broadcasting is commonly adopted in the UK to get round exclusive broadcasting rights contracts and the current intellectual property laws cannot assist.  A law of unfair competition could provide substitute protection in these circumstances.

3)
Get-up of consumer products

The Penguin v Puffin case discussed earlier was just one of numerous examples in recent years of a major supermarket developing an ‘own brand’ consumer product to compete with the market leader in the type of product concerned, and marketing it in get-up and packaging mimicking that of the brand leader. Although the claimant in that particular case succeeded in establishing passing off, it was a very tough case in which it had to establish that consumers would be led to believe that there was a direct business connection between the defendant’s products and those of the claimant. It can be extremely difficult and expensive to find such evidence of deception, and it is arguable that it should not be necessary to do so in circumstances where it is clear that the defendant has deliberately adopted a closely similar get-up and packaging in order to ride off the brand equities in a leading product.

During the legislative process of the Trade Marks Act 1994, which was primarily brought in to implement the Trade Marks Directive, a strong lobby group was formed by several brand owners to try to persuade the government to introduce a general unfair competition provision in relation to get-up. This failed, but many of the group continue to pursue this general aim (among others) in the guise of the British Brands Group.

There is certainly still a feeling among brand owners and intellectual property practitioners in the UK that “look-alike” products can easily fall between the gaps left by the existing trade mark and passing off laws in circumstances where the equivalent products would be removed swiftly from the market in many other European countries by virtue of a powerful unfair competition law. This makes enforcement difficult and – if the brand owner decides to test the limits of the law – expensive.

There have been some recent attempts to claim injunctive relief and damages for ‘unfair competition’ or ‘unfair trading’ which does not neatly satisfy the normal trade mark infringement or passing off tests, but it is likely that a case would have to go all the way to the House of Lords before any prospect of success. L’Oreal recently managed to avoid a claim for unfair competition being struck out in a case against a ‘smell-alike’ perfume vendor, Bellure. However, the judge made it clear that his decision to allow the argument to go forward to trial was made for the sake of convenient case management rather than because he thought that there was any merit in the claim.

As rights in trade marks and designs become increasingly harmonised across the Community, it is unsatisfactory that associated rights and remedies are apparently very divergent in the particular area of “look-alike” (or “smell-alike”) products, and that enforcement is particularly difficult and expensive in the UK. This is therefore another area in which a general law of unfair competition could provide a useful supplementary right to which brand owners would say they are entitled.

3.2. After expiration of the protection

The answer to this question is encompassed in the answer to question 1. However, there are some comments which can be made.

Even if there were a law of unfair competition, there are very strong public policy grounds as to why no law should protect an owner of rights in which the statutory protection has expired.  Government has legislated and set the duration of the rights by reference to what it regards as a fair balance between safeguarding the owner’s investment and the public interest (see above).  If the owner has gained goodwill during the term of the IPR, this will be protectable in passing off.  However, beyond this no protection will be afforded.

The scheme of patent law expressly provides that the patent claims should provide complete disclosure of the invention sought to be protected in order to ensure that the knowledge which the patent protects is ultimately available to all.  In most cases this complete disclosure seems a fair price to pay for a twenty year monopoly which affords protection for the investment made by the patentee.  However, the pharmaceutical industry would argue otherwise.  

When a pharmaceutical company develops a “new chemical entity”, the proposed active ingredient for a new product, it does not know whether or not this will make it to market as a treatment for a particular condition.  The pharmaceutical company will have considered likely candidate molecules which may be active against a disease through computer modelling based on its previous experience of drug development.  It will then attempt to synthesise the molecule in its laboratories until a stable version of the molecule (or something similar) can be produced.  From laboratory based research, further work will be done to see if the molecule can be made cost effectively on an industrial scale.  

Throughout this cycle of the molecule’s development many patentable inventions (both products and processes) are likely to be produced.  However, the pharmaceutical company only sells its products after they have received their marketing authorisation from the national agency, which in the case of the UK, is the Medicines and Healthcare products Regulatory Agency (“MHRA”).  In order to obtain marketing authorisation it must provide the MHRA with complete disclosure of the product to show its effectiveness against the condition it is designed to treat.  To demonstrate the product’s effectiveness the pharmaceutical company will have conducted in-vitro and in-vivo clinical trials followed by trials with human volunteers; a process which will have taken many years.  The MHRA will assess the product and, if satisfied, grant the pharmaceutical company the right to sell its product.

Typically, the time it takes to obtain marketing authorisation will mean that of the 20 year patent monopoly granted for the new drug there will only be 13 or 14 years of this term remaining.  This, the pharmaceutical companies argue, is insufficient time for them to recoup their investment and provide funds for future development.  Accordingly, the pharmaceutical companies argue that they should be granted a term of protection from the date that the product has obtained its marketing authorisation.

On expiry of a drug’s patent, competing pharmaceutical companies will produce their own “generic” versions of these products.  It is arguable that a law of unfair competition which operated on this generics market may assist the pharmaceutical companies' recovery of their initial investment.  However, pharmaceutical companies do manage to protect their markets in these formerly patented products by the use of trade marks (generics cannot be sold by reference to the original brand name) and by obtaining new patents for both improvements to the product or new formulations of the product.   Further, the pharmaceutical market is so highly regulated, not only in terms of the original licence to sell the product but also in terms of price regulation, that public policy dictates what is regarded as adequate reward for a pharmaceutical company’s investment in its product.

In other contexts, there are methods of extending the protection applicable to certain works.  For example, an out of copyright painting hung in a gallery can still be protected by the gallery owner by the imposition of contractual terms controlling access and preventing the taking of photographs which reproduce the work.  Thereby the gallery can control the exploitation of their out-of-copyright paintings through contract law and benefit financially from any future use of the image.

4. Your suggestions for improvement of the applicable system in your country.

The answer to this question is encompassed in the above answers.  

By way of a final general comment, the common law has shown its flexibility to adapt and evolve over the centuries to find answers to new problems.  Legislation can no more predict the future than the common law.  However, in appropriate cases, the latter can freely apply itself to new situations when they come before the courts.  Thus the common law is, to a certain extent, future‑proof provided it is not unduly constrained by statute.  

If the Paris Convention had direct effect and the common law was interpreted in strict accordance with Art10bis, it may provide a means by which the court could deal with occurrences of unfair competition.  However, there is nothing in English law at present preventing a court considering the Paris Convention where it deems appropriate.

The British Group of the LIDC

led by Iain Connor

Addleshaw Goddard

26 April 2005
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