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UNFAIR TRADE PRACTICES AND INTELLECTUAL
PROPERTY RIGHTS -~ THE AUSTRALIAN EXPERIENCE

Introduction

1. Legislative recognition of the problems of consumers has been reflected in
enactments of the Commonwealth and the State governments in Australia.1 The most
important legislation relating to protection of consumers, however, is to be found
in Part V of the Commonwealth Trade Practices Act 1974. The operation of Part V of
the Trade Practices Act is limited by the restrictions of Commonwealth power in the
Constitution, and consequently the provisions of the consumer protection legisla-
tion of the States is complementary to the provisions of Part V of the Trade
Practices Act. On the other hand, because the provisions of Part V of the Act, once

they are able to operate, have effect throughout Australia, and because proceedings
may be instituted for a contravention of the Act in the Federal Court of Austra-
lia, the application of the provisions of Part V has been widespread and is,
continuing. The provisions are of considerable importance to the law relating to
intellectual property in Australia. It is not, however, the purpose of this paper
to set out the law relating to consumer protection or trade practices in Australia.

For that reference should be made to the standard texts.2

Consumer Protection Act, 1969; 0ld: Consumer Affairs Act, 1970-

5 SA: Prices Act, 1948-81, s18(a), 18(b); Tas: Consumer Affairs Act,
1970; Vic: Consumer Affairs Act, 1972; WA: Consumer Affairs Act, 1971-
81; ACT: Consumer Affairs Ordinance, 1973: NT: (Consumer Protection
Council Ordinance, 1978.

2. Taperell, Vermeesch and Harland, Trade Practices and Consumer Protection
(3rd Ed) 1983, Butterworths); Miller, Trade Practices Legislation Ser-
vice, The Law Book Company Limited; Donald and Heydon, Trade Practices
Law, Vols.l and 2, The Law Book Company Limited, 1978.

The Trade Practices Act, 1974

2. The Trade Practices Act 1974 represents the first attempt by the Commonwealth
1
Parliament to legislate extensively in the field of consumer protection.  The

substance of the Act's consumer protection provisions is to be found in Part V,

33



Division 1 of which prohibits certain misleading and unfair practices. Part VI
provides for the remedies which are available when these provisions are contra-
vened. Division 2 of Part V provides for the -implication of certain contractual
terms in consumer transactions and provides that the operation of these terms may
not be modified or excluded. Divisio;1 2A of Part V imposes and deals with the
liability of a manufacturer of goods to consumers who acquire those goods
otherwise than directly from the manufacturer. In this paper it is proposed to
examine certain of the provisions of Parts V and VI which are commonly relied upon
to protect rights which have traditionally been categorized as intellectual prop-
erty rights or which have been associated with recognized intellectual property
rights.

1. Taperell Vermeesch and Harland, Trade Practices and Consumer Protection,

3rd Ed, para.1308, summarizes the circumstances motivating the introduc-
tion of Part V of the Trade Practices Act, 1974 in the following terms:

The motivation of the Commonwealth Government in enacting these con-
sumer protection provisions had many facets. The legislation was enact-
ed by the former Labor Government, first elected in 1972,  which took
the view that there was a clear need for action at the national level
and rejected the opinion that such matters should primarily be the
responsibility. of the States: An important. factor influencing the
enactment of the legislation was the difficulties of enforcement fre-
quently arising in a federal system where commercial enterprises are
trading across State boundaries. Moreover, that Government was clearly
in sympathy with the criticisms which had often been expressed to the
effect that much consumer legislation in the States had been enforced
with too little vigour and that the enforcement provisions contained in
that legislation were frequently inadequate in scope in that they
providéd for relatively low maximum penalties and contained no provis-—
ions for prohibiting the continuance of prohibited practices or for the
granting of compensation to injured consumers. The consumer protection
provisions of the Trade Practices Act provide for very substantial
penalties in most cases, and in all cases allow injunctions to be
granted to prevent a prohibited act being repeated and enable compensa-
tion to be awarded to injured persons. Some matters covered by the
Trade Practices Act (such as the use of harassment or coercion in debt
collection and the exclusion of liability on implied terms in sales of
goods to consumers) are not dealt with in the legislation of some
States. Although all of the above factors are important, it is true to
say that the dominant thinking behind the consumer protection provis-—
"ions of the Act is that the practices affected influence ultimately the
national economy and are appropriate matters to be regulated on a
national level.

See also Donald and Heydon, Trade Practices Law, Vol 2 (The Law Book
Company Limited, 1978, pp 509 to 518 for a discussion of the basis of
Part V.) .

3. __Certain of the provisions of Part V have been regularly relied upon to
protect and develop recognized intellectual property rights, namely Sections 52 and
53, which provide as follows:

52(1) A conporation shall not, in trade on commerce, engage in conduct ithat
14 misdeading on deceptive on is likely to mislead on deceive.
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(2) Nothing in the succeeding provisions of this Division shall be taken a4
Limiting by implicotion the generality of sub-section (7).

53. A conporation shall not, in trade on commence, in connection with the
supply on possible supply of goods on seavices on in connection with
the promotion by any means of the supply on use of goods on seavices -

la) falsely nepresent that goods are of a particulan astandarnd,
quality, garade, composition, siyle on model on have had a partic-
wlan histony on particular previous use;

(aa) falsely nepresent that seavices are of a particulan astandard,
quality on grade;

(b6) fLalsey nepresent that goods are new;

(c) nepresent zhat goods on 4services have sponsonship, approval,
peafonmance chanactenistics, accedsonies, uded on benefits they
do noi have;

(d) nepresent that the conponation has a spononship, approval on
affiliation it does not have;

{e) make a false on misleading sitatement with nespect to the price of
goods on senvices;

(£) make a false on misleading statement conceaning the need fon any
goods on geavices; on

(g} make a false on misleading astatement conceaniny the existence,
exclusion on effect of any condition, warranty, guarantee, night
on nemedy.

4. Sections 55 and 55A should also be noted:

55. A pendon shall noz, in trade on commerce, engage in cunduct that
is diable to mislead the public as o the nature, the manuiactun-
ing paoceds, ihe characteristics, the suitability fon thein pun-
pose on the quantity of any goods.

554. A conponation shalld no&, in taade on commence, engage in conduct
that is diable 2o mislead zhe public as #o the nature, the
charactenistics, zhe suitability for thein punpose on the quan-
ity of any seavices.

The form of these sections is to be explained by reason of the limitations on the
consticutional power of the Commonwealthl. Sections 52 and 53 are based upon the
corporations power in paragraph 51(xx) of the Constitution;z. Sections 55 and 35A
are based upon the external affairs power in paragraph 51(xxix) of the Constitu-
tion.3 However Sectiow € of the Trade Practices Act extends the operation of these
Sections by reference to other powers of the Commonwealth Parliament found in the
Constitution 4 and in particular the trade and commerce power in paragraph 51(i) of
the Constitution and che posts and telegraphs power (paragraph 51(v) of the
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5.

See Taperell Vermeesch & Harland, Trade Practices and Consumer Protec-
tion, 3rd Ed., Chapter 2 passim.

See Strickland v Rockler Concrete Pipes Ltd (1971) 124 CLR 468; cf R. v
Trade Practices Tribunal and Commissioner of Trade Practices; ex parte
St _George County Council (1974) 130 CLR 533.

See R.V. Burgess; ex parte Henry (1936) 55 CLR 608; Airline of New South

Wales Pty Ltd v State of New South Wales (No.2) (1965) 113 CLR 54; State

of New South Wales v Commonwealth (1975) CLR ;5 (The Seas and

Submerged Lands Act Case); Robinson v Western Australia Museum (1977)
CLR . )

Re Judges of the Australian Industrial Court; ex parte C.L.M. Holdings
Pty Limited (1977) CLR .

See R. v Brislan; ex parte Williams (1935) 54 CLR 262; Jones v
Commonwealth (No.2) (1965) 112 CLR 206; Wells v John R. Lewis Pty Ltd
(1975) 1 TPC 226 at 233.

Section 6 of the Act so far as it is relevant provides as follows:

6.(7) Without prejudice to its effect apart from this section, this Act
also has effect as provided by this section.

(2) This Act, othen than Part X, has, by fonce of this sub-section,
the effect it would have if-

(al any reference in this Act othen than in sub-section 450(14)
on in section 55 2o Zrade on commerce wene, by express
providdion, confined o trade on commence-

(i) between Austrnalia and places outside Australia;
(il)  among the States;

(i) within a Tenritony, between a State and a Tearitony
on between two Tewnitoried; on .

(iv) by way of the supply of goods on seavices to zhe
Commorwealth on an authonity on instaumentality of
the Commorwealth.

(3) Jn addition to zhe eflect that this Act, other than Part X, has
as provided by aub-section (2), Division 1 of Part V has, by
force of this sub-section, the effect it would have if-

(al that ODivision (other zhan section 55) wene, by express
provision, confined in its operation %o engaging in conduct
to zhe extent to which the conduct involves ithe use of
postal, telegraphic on telephonic senvices on iakes place in
a nadio on television broadcast;

(b) in section 60 the wonds "cause on pewmit a servant on agent
of the conporation to "werne omitted; and

(c)  subject o paragraph (b), a neference .in zhat Division to a
cornponation included a neference #o a person not being a
conporation.

Accordingly Section 6 extends the operation of sections 52 and 53 considerably. The

effect of Section 6 was discussed extensively by Mason J. in the C.L.M. Holdings
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Case (1977) 136 CLR 235; 13 ALR 273. As an example his Honour considered the
extension of paragraph 53(a) of the Trade Practices Act, 1974 as it then appeared,
and his Honour's analysis was approved and applied by the High Court in Seamens

Union of Australia v Utah Development Co (1979) 144 CLR 120; 22 ALR 291; 53 ALJR

83. Paragrah 53(a) as it then appeared in the Act read as follows: -

A conponation shall not, in trade on commeace, in connection with the
supply on possible supply of goods on services on in connection with
the promotion by any means of the supply on wse of goods on senvices
Lfalsely nepresent that goods on senvices are of a particulan standard,
quality on grade on that goods are of a particular style on moded; ...

Read in the light of the extension effected by s.6, it would provide that:

A conponation shall not, in trade on commerce, and a perdon not being a
conponation shall not, in trade or commerce -

(i) between Australia and places outside Ausiralia;

(ii)  among the Sitates;

(iii) within a“\l— ernitony, between a State and a Tewritory on between
two Ternitories; on

fiv) by way of the supply of goods on seavices. to Australia on an
authority on instaumentality of Australia,

in connection with the supply on possible supply of goods on seavices
on in connection with the promotion by any means of ithe supply on use
of goods on seavices—

(a] {falsely nrepresent that goods on deavices ane of a panticularn
sitandand, quality on grade, on that goods are of a particulan
style on model, : o

Finally, in this respect, it should ‘be noted that Part VI of the Trade Practices
Act deals with enforcement and remedies. The provisions of Section 75B, 80, 82,
85(3) and 87 should be noted. These are considered in paragraphs [ ] below. It

should also be noted that the contravention of Section 53, 55 or 55A exposes the
berson in breach to conviction for an offence with the penalties provided in

Section 79 but subject to the defences in Section 85.

The Consumer Protection Provisions and Intellectual Property Rights

6. The application of Sections 52, 53, 55 and 55A of the Trade Practices Act to
protect recognized intellectual property rights raises a number of questions of
importance. The first 1is whether persons other than consumers or the Trade
Practices Commission ! are entitled to rely upon or enforce those sections; the
second is whether the proper construction of those sections requires an infringe-

ment of the rights of consumers as a class (and not merely private rights) before

37



: 2,
those sections can be enforced, whether by consumers or anyone else "} and the

third is whether the effect of those sections is to be limited by or read down so
as. not to rapply to cases expressly provided for in other legislation such as the
Copyright Act 1968, the Trade Marks Act 1955, the Patents Act 1952, or the -Designs
Act 1906, which protect or create or grant monopolies in intellectual propéity

righcs.3
1. Considered in the next paragraph.
2. Considered at paragraph 11 beléw.

3. Considered at paragraph 18 below.

Who Can Enforce the Consumer Protection Provisions

7. It is now clear that persons other than consumers can enforce the consumer
protection provisions of the Act. That has been accepted by the High Court, in
Hornsby Building Information Centre Pty Limited v Sydney Information Building
Centre (1977) 140 CLR 216 (at 220, 225, and 234) and subsequently in Parkdale
Custom Built Furniture Pty Limited v Puxu Pty Limited (1982) 149 CLR 191 (at 197-8;
202, 212 and 218) and by the Full Court of the Federal Court McWilliam's Wines Pty

Limited v McDonald's System of Australia Pty Limited (1980) 33 ALR 394; 49 FLR 455

(the "Big Mac'" Case)). Although the purpose of these sections is to protect members
of the public "in their capacity as consumers of goods and services", competitors
or rival traders may seek an injunction to restrain breaches of the sections (see

Parkdale Custom Built Furniture v Puxu Pty Limited (supra) at 202; R. v Federal

Court of Australia; ex parte Pilkington ACI (Operations) Pty Ltd) (1978) 142 CLR

113).There is no implied limitation in the consumer protection provisions of the
Trade Practices Act requiring a person who seeks to rely upon those provisions to
qualify as a "consumer" within the meaning of the Act. Accordingly it is unnecess-—
ary to consider the meaning of '"consumer' where that word appears in the Act. It
should be noted however that the traditional definition in the '"vocabulary of pol-
itical economy" of a consumer as 'the opposite of a producer", and the common
description of the consumer as "one who uses up substances so as to result in their
destruction, whether by eating them, burning them, wearing them away or the like,"
which modern usage has extended to include those who make use of services (see

Hornsby Information Centre Case (supra) per Stephen J. at 224) has been consider-

ably extended by the present definition of '"consumer" in Section 4B of the Act (see

Taperell, Vermeesch & Harland{ Trade Practices and Consumer Protectiom, 3rd Ed. at

paras [1317]-[1333]). Whether or not a rival trader can obtain damages under
Section 82 of the Trade Practices Act for a contravention of Sections 52, 53, 55 or
55A is a more complicated question (see Taperell & Ors, op.cit., at paras [369] and

[1645] and Leo v Brambles Holdings Ltd (1982) 5 TPR 153; Yorke v.Ross).
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MISLEADING AND DECEPTIVE CONDUCT - SECTION 52

The Proper Construction of Section 52

Conduct which is deceptive or misleading to consumers as consumers is within

Section_ 52 and conduct which is deceptive or misleading to persons other than as

consumers may be within Section 52

8. For conduct to fall within Section 52 of the Trade Practices Act it is
sufficient that it misleads or deceives or be likely to mislead or deceive members

of the public "in their capacity as consumers'. In Parkdale Custom Built Furniture

Pty Ltd v Puxu Pty Ltd (1982) 149 CLR 191, Mason J. at pages 202-203 explained this

requirement in the following terms:

Section 52(1) is expnessed in ztemms of bnoad generalities which are
explicitly preseaved by 4.52(2). The general wonds of 4.52(1) should be
widely interpreted without being read down by neference to the heading
of Pt V "Consumen Protection” oan to the mone specific succeeding
dections (see Hoansby Building Information Centre Piy L[td v Sydney
Building Infowmation Centre LXd (7978] 740 CIR 276 af 225.7] Although
4.5217] Lo intended Zo protect membens of zthe public .in thein capacity
as condumens of goods and senvices, competitons may seek an inguncition
to restrain breaches (4.80(17)(c); Reg. v Federal Count of Australia; Ex -
parte Pilkington ACI (Openations) Py L[Ed (1978] 742 CIR 773]. The
nemedy %o prevent deception of the public often has the dincidental
effect of protecting a competing traden's goodwill which would be also
injuned by that deception.

Neventheless, it is important to necall that 4.52(1) is "not concerned,
as duch, with any unfairness of competition intrade as between iwo
tradens” (Hoanaby (1978) 140 CLR at p.226); ct 4.5 of the United States
Fedenal Trnade Commisaion Act 1914). Jt is not dinected exclusively on
even puimanidy to situations of passingoff; it extends #o any conduct
that is dikely to mislead on deceive as, fon example, the making of
negligent siatements and false aepresentations a4 io the quality of
goods. Jt is noi enough that conduct damages a nival iraden; it must
misdead on deceive on be likely #o mislead on deceive members of the
public in thein capacity as condumenrs.

The statement in the last sentence of the passage from the judgment of Mason J set
out above might be understood to make it a mandatory requirement that, for the
application of Section 52, members of the public be or be likely to be misled or
deceived in their capacity as consumers (see also the remarks by Gibbs C.J. in the
Puxu Case (supra) at ). Indeed those remarks were relied upon by St John J.

in Westham Dredging Co Pty Ltd v Woodside Petrpleum Development Pty Limited (1983)

46 ALR 287 as establishing such a requirement as a mandatory requirement for the
application of Section 52, and so depriving the applicant in that case, a dredging
contractor from succeeding in a claim against its principal and its consulting
engineer for damages for the supply of what was allegedly inaccurate geological
data. St John J. repeated this view in H.W. Thompgon Building Pty Ltd v Allen
Property Services Pty Ltd (1983) 48 ALR 667; (1983) ATPR 40-371, but Northrop J. in
Jet Corporation of Australia Pty Ltd v Petres Ltd (1983) 50 ALR 722 at 729 doubted
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the correctness of :such a view, and of the decision in the Westham Dredging Co Case

(supra).In Lubidineuse v Bevanere Pty Ltd (1984) 55 ALR 273 Wilcox J. declined to

follow the decision of St John J. in the Westham Dredging Co Case (supra) and

expressly held that there was no implication in Section 52 which limited the
relevant conduct to conduct which affected a person properly to be described as a
"consumer'. In that case, Wilcox J. held that the respondent. by its principal
officer had contravened Section 52 when that officer represented that an employee
of the respondents business which the respondent was in the process of selling to
the applicants would remain as an employee, while knowing that the employee had
expressed dissatisfaction with the applicants as proposed purchasers of the
business and intended to leave, should the applicants purchase the business, was
-guilty of misleading and deceptive conduct within Section 52. His Honour expressly
rejected the submission of counsel for the respondents that Section 52 was

restricted in the manner suggested by St John J. in the Westham Dredging Case and,

after considering dicta in various cases (R_v Credit Tribunal; ex parte General

Motors Acceptance Corporation (1977) 137 CLR 545 at 561; 14 ALR 257 at 267-8;

Hornsby Building Information Centre Pty Ltd v Sydney Building Information Centre
Limited (1978) 140 CLR 216 at 223; 18 ALR 639 at 642-3; R _v_Judges of the Federal

Court of Australia; ex parte Pilkington ACI Operations Ltd (1978) 142 CLR 113 at

120, 128; 23 ALR 69 at 73, 78-9) interpreted the remarks of Gibbs C.J. and Mason J.
in the Puxu Case (1982) 149 CLR 191 at 197, 199, 202 and 204; 42 ALR 1 at 9) as
using the term 'consumers" simply as a 'generic title for those intended to be
protected under Part VI" and as not expressing '"a view that the conduct prohibited
by Section 52(1) was limited to conduct touching a consumer". Similarly, in

Menhaden Pty Ltd v Cititbank NA (1984) 55 FLR 709 Toohey, J held that incorrect

advice by the respondent bank to the applicant to the effect that finance had been
approved for a client of the bank with which the applicant was dealing could
constitute conduct within section 52 although the advice was not directed to the

public or some identifiable section of it but was provided only to the applicant.

9. It would not appear that any conduct which would constitute passing off is
excluded from Section 52. Mason, J's dicta make it clear that section 52 extends to
many misrepresentations which would not found on action in passing off, once it is
accepted that consumers are misled or deceived as consumers by a misrepresentation
of trade source or origin, section 52 appears to include every available misrepre- V
sentation which could be relied upon in an action for passing off. On the other
hand, as Mason, J suggests, the section would not comprehend unfair competition per
se, for instance, the misappropriation by one to order of 'what in equity belongs

to another" (see Needham, J in Hexagon Pty Limited v ABC (1975 7 ALR 233.

Nevertheless, if one examines the cases in which traders have relied on or
attempted to rely on section 52 to defeat a rival, the incidental effect of the

section has been quite significant.
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The test is an objective test for the Court

10. The test of whether conduct is misleading or deceptive or likely to mislead
or deceive within Section 52 is an objective test for the Court and evidence that a
person contravening Section 52 intended to deceive or mislead, or that members of
the public were in fact deceived or misled, although admissible and relevant, is

neither decisive nor necessary. See Parkdale Custom Built Furniture v Puxu (1982)

149 CLR 191 at 198; Hornsby Building Information Centre v Sydney building Informa-

tion Centre (1978) 140 CLR 216 at 225; McWilliams Wines Pty Limited v McDonald's
System of Australia Pty Ltd (1980) 33 ALR 394 at 399, 409 and 413—4.1

Thus Section 52 imposes strict liability for unintentional contraventions of the
section, as do sectioms 53, 53A, 55 and 55A, notwithstanding that contraventions of
these sections constitute offences against the Act (section 79).2 Such a result
accords with the proper construction of the Act as a whole, decisions on the
construction of similar legislation, and the position in the United States of

America under section 5 of the Federal Trade Commission Act, 1914.3

1. The form and admissability of survey evidence and evidence of consumers
and the 'public mind' or 'public opinion' will be discussed in a
subsequent chapter. Further, as to intent to deceive ‘or mislead, see
Given v C.V. Holland (Holdings) Pty Ltd (1977) 29 FLR 212 at 217; 15 ALR
439 at 455 (section 53(a)); Riley McKay Pty Ltd v Bannerman (1977) 15
ALR 561 at 566; Eva v Mazda Motors (Sales) Pty Ltd (1977) TPRS 304-48
and paragraph 9.66 of the Report of the Swanson Committee (1976).

2. Darwin Bakery Pty Ltd v Sully (1981) 51 FLR 90; Guthrie v _Doyle Dane
Barnbach Pty Ltd (1977) 30 FLR 116; Given v C.V. Holland (Holdings) Pty
Led (1977) 29 FLR 212 at 217; 15 ALR 439 at 455; Ransley v Spare Parts &
Reconditioning Co Pty Ltd (1975) TPRS 304-35.

3. For a detailed examination, see Donald and Heydon, Trade Practices Law,
Vol 2, 518-520.

An_infringement of rights "in trade or_ commerce' may be required, not merely of

private rights

11. In O'Brien v Smolenogov (1983) 2 1PR 68, the Full Court of the Federal Court

held that Section 53A of the Trade Practices Act (relating to misrepresentations in
connection with the sale or grant of an interest in land) did not apply to purely
private rights. The Respondent relied on false and misleading statements made by
the Appellants over the telephone in the course of negotiations for a '"one off"
contract. The Appellants had acquired five parcels of land and decided to sell two.
They had advertised- the land as for sale in a newspaper. As the Appellants were
private individuals, it was necessary for the Respondents to rely on Section 6 to
extend the operation of Section 53A (see paragraph 5). The Full Court, relying upon
United States decisions, held that the representations were not made '"in trade or

commerce'. There was no act of a commercial character, nor was any act done in the
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course of carrying on a business. The act did not arise "in a business'" context. In
excluding the transaction in question from the operation of Section 53A, the Court
rejected an argument that the mere use of the newspaper and telephone made the

relevant conduct 'in trade or commerce', saying (at 75):

It fodlows, in ourn opinion, tht the only possible feature of the case
which could conceivably be neleid upon to suggest that the impugned
conduct occunrned in trade on commence was the nesont by the appellants
4o a newspaper as a medium of public adventisemeni of the land and the
wse made by the parties of the telephone for the purpose of conducting
negotiations. Jt is. 2aue, as the learned judge observed, that the use
of such facilities is common practice in zthe conduct of #rade on
commerce. Jt is also itaue, as Mason §J observed in Whitfords Beach,
supra, (at 537) that there is ambiguity in the adjectives "business”,
"commencial” and "trading” which "have about them a chameleon-like hue,
readily adapiting themselves to thein sunroundings”. As his Honoun said,
in some contexits, phrases such as "business deal” and "operation of
business” may signify a transaction entered into by a person in the
counde of carnying on a business; in othen contexts they "denote a
Zransaction which is business or commerncial in character" (at 537). The
same may be said of "commercial” on "trading”. But, in our view, the
mere use, by a perdon not acting in the courde of cawmying on a
business, of tacilities commonly employed in commencial transactions,
cannot transfoam a dealing which lacks any business character into
something done in irade on commence. Of counse, the facilities mention-
ed have applications which are not commercial in any sense: advertise-
ments in newspapers and the telephone are used by pernsons fon punposes
which are not commencial at all. With all respect o the leawned judge,
we ane not persuaded 2hat nesont 2o them can create the business
context nrequined by the neference to "inade on commence” in 453A. The
conduct complained of was not something done by the appellants in the
counde of carnying on a business and it lacked #rading on commercial
character as a iransacition. It thus fell outside the scope of 453A.

It is difficult to see why, when a private individual not in the course of business
sells his house or his car, he is not engaging in an act ‘'of a commercial
character'. Why should a family company which though its director misrepresents the
state of the family car to a purchaser be better off, under the Trade Practices
Act, then a used car dealer who does much the same thing? In Larmer v Power
Machinery Pty Ltd (1977) 14 ALR 243, Nimmo, J had to determine whether the display
of a brochure in the vestibule of the defendant's office premises was an act 'in
trade or commerce' for the purposes of section 53(c). His Honour so held, saying

(at 245-6):

ve. @ very wide meaning [should] be given o it. In my view, the
expression is intended Zo coven the whole field in which the nation's
irade on commerce is carnied on. J neject the view that it is confined
to any particular event which may occun in #he conduct of a business
which operates within that field.

Although Nimmo, J was concerned with the question whether pre-contractual conduct
was conduct 'in trade or commerce', nevertheless, his concept of ‘'trade or
commerce' as 'the nation's trade or commerce' clearly differs from that of the Full
Federal Court in O'Brien v Smolenogov which may well exclude many isolated
transactions from the operation of the Trade Practices Act. It is, however,
difficult to see why a consumer ceases to be a consumer for the purposes of the Act’
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merely because he buys for consumption from a private individual, even if in a

""one-of f" transaction.2 Indeed, in Lubidineuse v Bevanere Pty Ltd (1984) 55 ALR

273 Wilcox J. held that the conduct of a vendor in knowingly misrepresenting the
intentions of an employee at a precontractual stage of the negotiations of the
purchasers was conduct "in trade or commerce' in a "one-off" transaction. His
Honour found that the American authorities relied upon by the Full Court in Q'Brien
v_Smolenogov (supra) drew "a distinction between the sale of a non-business asset,
such as a home, and the sale of a business asset', and (at 285) gladly applied the
distinction in the case before him so as to hold that the vendor was acting "in

trade or commerce' in the "one-off' sale to the purchaser. His Honour said (at 285):

J apply the distinction made in Q'Brien v _Smodonogov gladly, because
the opposite conclusion appeans to lead #o undersinable nesulis in at
least three nespects. Finst, it would introduce into this area of the
daw some of the difficulties already found in taxation law in detewmin-
ing whethea a sale is by way of disposal of a capital asset as distinct
faom the carnying on of a business: cf FC of T v Whitfords Beach Piy
Led (1982) 39 ALR 521; 56 ALJR 240. The distinciion is noZ mexely
difticult in practice but anomalous in a day when many amall tradens
commence oa purchase a business in the expectation of making money mone
by an eventual sale for a capital paofit than by profitable trading in
the meantime. Secondly, on the nespondent’s concession - properly made
7 think - there would be conduct "in irade on commerce” if this conduct
was part of the negulan business of the conporation, even il it was
associated with the disposal of a capital asset. So a real estate agent
may be guilty of misleading conduct "in trade on commence”, leading to
the possibility of vicarious liability being visited upon a principal
fon actions which, if done by itself, it could not be made liable.
Finally, if necunnent behaviour will atiract the label "in trade o
commence”, the nesult is that given conduct by a corponation in its
second on Aater experience of disposing of a magon capital asset will
be actionable by a damaged punchaser, yet that same conduct would nox
be actionable in ithe finst even disposal, and this whethea on not an
individual associated with the conponation has had prion experience o
such disposals on has been concemned in such conduct.

Reference should also be made in this respect to the decision of Toohey, J in

Menhaden Pty Ltd v Citibank NA (1984) 55 ALR 709.

1. For a further discussion of the difficulties, see Donald and Heydon,
Trade Practices Law (1978), Vol 1II, [11.2.2] at 520-522; and W.M.C.
Gummow, Unfair Competition and Section 52 of the Trade Practices Act,
1974-1977, in "Intellectual Property and Industrial Property Lectures,
1977", Melbourne, Monash University, Faculty of Law.

2. See also Re Ku-Ring-Gai Co Operative Building Society (No.12) Ltd (1978)
36 FLR 134 and the cases cited in that decision for various meanings of
'trade' and 'commerce'.

The conduct must in law cause the consumer to be or be likely to be deceived and

misled.

12. Conduct, to fall within Section 52, must itself deceive or mislead or be
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likely to deceive or mislead, that is, it must' be what the Court accepts as the
effective cause of the relevant class of the public being deceived or misled, or
being likely'to be deceived or misled in the sense of being 'led into error' 1. In
Parkdale Custom Built Furniture Pty Ltd v Puxu Ltd (1982) 149 CLR 191, Gibbs, CJ at
198 said:

The wonds of 452 nequine the Count %o considen the natune of the
conduct of the conporation against which proceedings are brought and o
decide whether that conduct was, within the meaning of haié section,
misdeading on deceptive on liely to mislead on deceive. Those words are
on any view tautologous. One meaning which the wonds "mislead” and
"deceive” share din common is "to Jlead .into ewmron'. JL the wond
"deceptive in 452 stood alone, it would be a question whether it was
uded in a bad sense, with a connotation of craft on ovewreaching, but
"misleading” carnies no such flavoun, and the use of that word appears
to nenden "deceptive” nedundant.

It is not sufficient if the public are deceived or misled by their erroneous
assumptions, or by the acts of a third party for whom the person accused of
deceptive or misleading conduct is not responsible. In neither case can it be said
that the conduct is the cause or likely cause of the deception or misleading.
Furthermore, the state of mind of the relevant section of the public resulting from
the offending conduct must be such that it can be said that the public are or are
likely to be deceived or misled by the conduct. Nothing short of that, such as
confusion, will suffice. Parkdale Custom Built Furniture_ Pty Ltd v Puxu Ltd (1982)
149 CLR 191 at 198, 209 and 225; McWilliam's Wines v McDonald's System of Australia
(1980) 33 ALR 394; 49 FLR 455 passim; Taco Company v Taco Bell at 199-202.

1. The previous speculation that there was any difference between 'decep-
tion" and "misleading" conduct has not found favour with the Courts. See
Gibbs, CJ in Parkdale Custom Built Furniture Pty Ltd v Puxu Ltd (1982)
149 CLR 191 at 198, compare Donald and Heydon, Trade Practices Law,
(1978) Vol 11, [11.2.6] at 525-7.

Parkdale v Puxu — Causal Connection

13. The facts and decision of the’ Full High Court in Parkdale Custom Built
Furniture Pty Ltd v Puxu Ltd (1982) 149 CLR 191 illustrate and establish the

propositions advanced in the preceding paragraph. In that case Puxu had designed,
manufactured and sold throughout Australia furniture which was well known under the
name 'Post and Rail" and which had a distinctive appearance and design. Puxu had
not registered any designs under the Designs Act 1906. Parkdale manufactured and
sold under different names furniture known as the "Rawhide'" range which closely
resembled that made by Puxu but there was sewn into the front of each piece of
Parkdale furniture a small label stating that the item of furniture was "Parkdale
Custom Built Furniture" of the "Rawhide" range. The label could be tucked under the
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upholstery, and would then not be v’isible and it might easily enough be removed by
cutting it off. It was the practice of manufacturers to label furniture in that
way. Puxu's furniture bore labels of a similiar kind, but even smaller. The Full
High Court restored the decision of the Judge at first instance, which had been
reversed in the intermediate Court of Appeal in the Full Federal Court and found
that on the facts Parkdale's conduct was not such as to deceive or mislead or be
likely to deceive or mislead in contravention of Section 52 of the Trade Practices
Act. The Full High Court held that by 1labelling its furniture appropriately
notwithstanding the similarities of design, Parkdale had not conducted itself so as
to deceive or mislead or be likely to deceive or mislead prospective customers. If
customers were deceived or misled, that was because they did not bother to read the
relevant labels, but wrongly assumed, themselves, that the similarities of the
products meant that the products were made by the same manufacturer; insofar as
Puxu attempted to make a case which involved reliance upon the conduct of salesmen
of retailers who cut labels off chairs or made wrong statements about the trade
source of the products, that was conduct for which Parkdale was not responsible,
and so the conduct could not be attributed to it. Gibbs C.J. analysed the conduct
of Parkdale to establish whether or not there was the necessary causal connection
between . that conduct and any actual or likely deception of the public. As his

Honour said (at 199):

The conduct of a defendant must be viewed as a whole. It would be wnong
to select some wonds on act, which, alone, would be likely to mislead
it those words on acts, when viewed in zhein context, wene not capable
of misleading. Jt is obvious that where the conduct complained of
consisits of wonds it would not be night to select some wonds only and
2o dgnone otherns which provided the. context which gave meaning to the
particulan wonds. The same is taue of acts. In the pnesent case the
conduct of zthe appellant was not simply %o manufacture and sell
Lurnitune that nesembled that of the nespondent. The appellant sold
ondy furniture that had been Jlabelled, in the ordinary way, 40 as o
show the name of the manufacturer. L the appellant’s conduct was
Likely to mislead poasdsible punchasens, it is difficult to see why zhe
nespondent’s conduct in selling its fuwniture would not also be Likely
2o mislead. However that may be, in my opinion, the conduct of the
appellant did not contravene 4.52. Speaking generally, the sale by one
manufacturer of goods which closedy nesemble those of anothea manufac—
turen is not a breach of 4.52 if the goods are properly labelled. Thene
are hundneds of ondinary articles of condumption which, although made
by different manufacturens and of different quality, closely nesemble
one another. Jn some cases this is because the design of a particulan
article has traditionally, on over a considerable peniod of Zime, been
accepted as the most suitable fon the punpose which the article serves.
In some cases dindeed no ozther design would be practicable. In oither
cases, although the article in question is the product of the invention
of a perdon who is cumrently trading, the suitability of the design on
appeanance of the arnticle is such that a market has become established
which other manufactunens endeavoun to satisty, as they are entitled to
do if no propenty exisits in the design on appearance of the article. In
all of these cases, the nommal and nreasonable way to distinguish one
product from anothen is by marks, brands on dabels. JE an arnticle is
properdy dabelled 40 as to show the name of the manufactuner on the
sounce of the article its close resemblance to another article will not
misdead an ondinany neasonable memben of zthe public. Jf the label is
nemoved by some perdon fon whose acts the defendant is not nesponsible,
and .in consequence the punchasen is misled, the misdeading effect will
have been produced, not by the conduct of the defendant, but by zhe
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conduct of the penson who nemoved the Label.

The analysis of the evidence by Mason J. at pp.207-211 was to the same effect.
Brennan, J adopted a somewhat different reasoning which is discussed in the next
paragraph. It is ciear, however, from the judgments of all the members of the Court
that what must be considered is conduct which embraces far more than statements and
representations. (See‘ also Donald and Heydon, Trade Practices Law, (1978) Vol 1I,
[11.2.3] at 522-525).

" The decision of the High Court in the Puxu Case is very much a decision on the
facts, and can give rise to difficulties for this reason. Does the decision, for
instance, impose a duty on every manufacturer or distributor to label his product
so as to indicate the trade source of those products, or risk contravening section
527 Or a duty on purchases to verify their positive belief as to the trade source
of products before purchase, even if they are not in doubt, and have no reason to
doubt, if they are to rely upon section 52? And if a manufacturer deliberately
copies the appearance of another manufacturer's products, thereby causing purch-
asers erroneously to believe they are the products of the latter, so that those
purchasers do not bother to inspect the labels, has he not deceived and misled

consumers? The Puxu case is perhaps a good example of a hard case making bad law.

Erroneous belief of consumers

14, In Parkdale Custom Built Furniture Pty Ltd v Puxu Ltd (1982) 149 CLR 191,

Brennan, J, in explaining why conduct did not fall within Section 52 if that
conduct was not the cause of an erroneous belief in the minds of the relevant

section-of the public, observed (at page 225):

Conduct canwnot be held to ftall within 4.52 unless a consumer, not
dabourning undern any mistake on impenfection of undenstanding of Aaw,
would be on would be Likely to be misled on deceived by that conduct.
Section 52 operates in a miliew of the extewnal degal onden, s0 that
the character of conduct which falls for consideration under 4.52 is %o
be deterumined by neference to the extemnal degal onden as it existas
when the conduct is engaged in. Therefore, a manufactunen who exercises
his freedom to manufacture goods accoading to a design which is not
protected by valid negistration does not engage in conduct which is
misdeading on deceptive on which is likely %o mislead on deceive. If
consumens on potential consumens believe that all goods of a particular
design are manufactured by him who Linst establishes a market neputa-
tion as a manufacturen of those goods, that belief i4 on may be
ennoneous. The ewmron may be atiributed #o a preconceived belief that -
the manufactuner who Lirst establishes a market reputation has a
. monopody in the manufacture and sale of goods of that kind but, unless
the manufacturen has acquired a statutony monopodly, that belief is also
eawoneows and the ewon flows froma misconception of Adaw. A dater
manufactunen who does not more than exercide his freedom o marufacture
and sell goods made in accondance with a design in the public domain
does not misdead on deceive; and if a consumen has an erroneous
preconceived belief that the finst maufacturer has a monopody, a false
assumption by the consumen as to the sounce of the laten manufacturer’s
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goods is self-induced. That was the approach taken by the Full Cournt of
the Fedenal Count with nespect to trade names in Mdlilliam's Wines Piy
Ltd v MchDoandd's Sysiem of -Austrnalia Pty [2d (79807 %9 FIR %55; 33 ALR
39%, and T nespectiully agree with it.

This reasoning is perhaps based on surer ground than that of the majority of the
Courts. If it is the policy of the legislature to force the author of a design to
register it under the Designs Act, 1906, or lose the benefit of his copyright in
the design (as applied to articles)l, then he can hardly complain of a rival taking
advantages of his abandonment of monopoly, and why, if the products are of
comparable quality, should the interests of consumers require that he be granted
the equivalent of the right which he has abandoned? But are these considerations
reconnected with the passing off cases which establish that the public need not
know of the plaintiff, the owner of the reputation by name, for him to succeed?
These cases go to a different problem, establishing reputation. Brennan, J would
presumably deny such a plaintiff success in an action for passing off, even if he
could establish reputation, but upon what basis? Perhaps there is being developed
the concept of an 'unfair monopoly' (rather than a monopoly unfairly uéed, which is

subject to Part IV of the Trade Practices Act, especially section 46). In the Puxu

case (supra) Mason, J discussed the Hornsby Building Information Centre case (1977)

140 CLR 276 and the Big Mac case (supra) in the following terms (at 203):

Honnaby and Mdlilliam's Wines Piy Lid v McDonald's Systems of Australia
P ﬁ (19807 %49 FIR %455; 33 ALR 39% show the importance of examining
w% The alleged misconception anose. Thuws in Honnsby it was assumed
that the name "Homnsby Building Infoamation Centie” led persons Zo
believe that the Hoansby Centre was a branch of, on othewdise assoc-
iated with, the Sydney Centre. However, the use of that name did noi
contravene 4.52(1). The misconception occurred since the very descrip-
tive name adopted by the Sydney Building Information Centre was "equal-
ly applicable to any business of a like kind, its very descritiveness
ensunes that it is not distinctive of any particulan business and hence
its application to othen businesses will not ondinarily mislead the
public” (1978) 140 CLR, at p.229. J& was dmpoatant that a zrade
adopting descriptive woads did not thereby securne an unfain monopody in
those wonds.

The concept of an extra-statutory ''unfair monopoly" is one which is not, with
respect, known to law, and such a concept would indeed be a daring innovation,
especially in the light of the reluctance of the High Court of Australia and the

: . o 2
Privy Council to create a general cause of action for "unfair competition'.

1. See the Designs Act, 1906 (Cw'th) especially sections 17 and 17A, and
the Designs Regulations; Copyright Act, 1968 (Cw'th) section 77 and the
Copyright Regulations, and Ogden v Kis [1983] NSWLR
. Also Lahore, Intellectual Property in Australia - Copyright, at

2. See Moorgate Tobacco Co Ltd v Philip Morris Limited (High Court of
Australia, Full Court, 22 November 1984); and the Pub Squash Case.
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15. The concept that a preexisting erroneous belief of consumers could interrupt

the causal connection was an important part of the reasoning of the Full Federal

Court’ in ,McWilliarﬂ's Wines v McDonald'g System of Australia (1960) 49 FLR 4553 33
ALR 394 (the Big Mac case). In that case, McDonald's, the proprietors of the well
known fast food chain and the originator of the "BIG MAC" hamburger, alleged that
McWilliam's Wines had contravened Section 52 by advertising one of its wines in a
particular container as the "BIG MAC'". The Full Court held that Section 52 had not
been contravened by McWilliam's use the expression "BIG MAC" in advertising its
wine and, in so holding, considered why potential purchasers of McWilliam's Wine
and McDonald's hamburgers might have been confused as to whether there was business
connection between the two companies. Smithers J. (with whom Northrop J. generally
agreed) held that such confusion only arose by reason of . the erroneous assumption
of some potential purchasers that due to McDonald's frequent use of the words "BIG
MAC" "there is some legal or other restriction on the use of those words much wider
than that which actually exists [(1980) 33 ALR at 403; 49 FLR at 464)], and that
cpnduct could not be relevantly misleading or deceptive if "it tells the truth and
is such that if it is observed by persons who have no false ideas concerning
extraneous matters nobody will be misled" [(1980) 33 ALR at 404; 49 FLR at 466)].
Fisher J. emphas&zed that if it were accepted that members of the public were
misled to the extent of believing that there was a business connection between the
parties, then this was essentially and consequence of the substantial reputation
achieved by McDonald's through an extensive advertising campaign. The fact that
some members of the public, largely through activity of McDonald's, thereby had an
erroneous preconceived notion that nobody else could use the words without the
approval of McDonald's should not cause a court to make its objective termination
under such a misapprehension [(33 ALR at 414-5; 49 FLR at 477-479)]. However in
Taco Gompany of Australia v Taco Bell Pty Ltd (1982) 42 ALR 177 a differently

constituted Full Court of the Federal Court of Australia qualifieéd the interpreta-
tion which had been placed on the judgments of the members of the Full Court in the
Big Mac Case. In the Taco Bell Case (supra), Deane and Fitzgerald JJ., in a joint

judgment, made the following observations (at page 200):

In the counse of thein rnespective fudgments [in the Big Mac
Casel, Smithens and Fishen 39. placed particular emphasis

on the fact that a pendon would only be misled on deceived into
thinking that the wse of the expression "Big Mac” by Mcdlilliam’s
indicated some anrangement between Mdlilliam's and McDonald's if he
made the emroneows adsumption that Zhe expression could not have been
used by MWilliam's in zhe absence of such an arrangement. Thene has
been a iendency - in oun view mistaken - to see thein Honourns' comments
in that negand a4 dinvolving some: general proposition of daw o zhe
effect ithat intervention of an ewroneous assumption between conduct and
any misconception destroys a necessany chain of causation with the
condequence ithat the conduct itself cannot properdy be described as
misdeading on deceptive on as being likely to misdead on deceive.

In truth, of counse, no conduct can mislead or deceive unless the
nepresentee dabourns unden some erroneous assumption. Such as assumption
can nange from the obvious, such as a simple assumption that an express
nepresentation is wonthy of credence, through the predictable, such as
the common assumpition in a passing-off case that goods marketed under a
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trade name which connesponds o the well-known trade name of goods of
the same type have thein onigins in the manufactunen of the well-known
goods, 2o the fanciful, such as an assumption that the mere fact that a
penson sells goods jeans that he i4 the manufacturen of them. The
nature of the ewroneous assumption which must be made befone conduct
can mislead on deceive will be a nelevant, and sometimes decisive,
fLacton in deteamining zhe factual question whether conduct should
properly be categonized as misleading on deceptive on as likely o
misdead on deceive. Beyond that, generaligations are themselves liable
20 be misleading on deceptive. Thus, one might generalige that the need
ton a aimple assumption that an express nrepresentaition i4 Liteaally
twe could neven be a facton militating against a finding that conduct
which has misled on deceived is of its nature misleading on decepitive.
Such a generaligation would, howeven, .ignore the past that inony can
degitimately play in humon communications. On the othen hand, conduct
which could only misdead on deceive if the nepresentee were {0 make a
tonciful assumption and which oadinarnily would be .innocent, may be
misleading on deceptive if it appearns that the penson engaging in the
conduct know that the peason #o whom the relevant conduct was directed
was convinced of the validity of that assumption.

These remarks emphasize the necessity for strict analysis of the conduct which it
is alleged falls within Section 52 (or for that matter within Section 53) and the
necessity of identifying the consequences of that conduct. The consequences must be
the actual or likely deception or misleading of consumers. If that state of mind is
not the consequence of the conduct of which complaint is made, then that conduct
does mnot fall within Section 52 (see also Hornsby Building Information Centre Vv
Sydney Building Information Centre (1978) 140 CLR 216 at 247; and World Series
Cricket v Parrish (1977) 16 ALR 181 at 201). The question is not whether an

erroneous assumption on the part of the consumer contributes to the consequence
that the conduct complained of is of the requisite kind; the question is whether
the erroneous assumption which must exist for the section to be contravened is
caused by the conduct. (This is made clear in the analysis of the Big Mac Case by
Mason, J in Parkdale Custom Built Furniture Pty Ltd v Puxu Ltd (1982) 149 CLR 191

at 204.) In the Big Mac Case (1980) 33 ALR 394 the consumers appear to have known
of the different trade sources of the hamburgers and wine and the only deception or
likely deception which could be relied upon by the Applicant was to the effect that
consumers would be or be likely to be deceived or misled into thinking that
McDonald's had licenced McWilliams to use the name. This conclusion depended on a
pre—existing erroneous belief, that McDonald's had a right to restravin the use of
"Big Mac'" in respect of wine where the use (as.was the case in McWilliam's
advertisements) was not itself deceptive. The pre-existing erroneous assumption was
sufficient to prevent the necessary causal connection between McWilliam's advertise-

ments and the deception of the consumer (see in particular Smithers, J at 402).

Mere confusion or wonderment is not deception or being misled.

16. It is now also clearly established that, although the test whether conduct
falls within Section 52 is objective, conduct is not deceptive or misleading or
likely to deceive or mislead within Section 52 if it merely results in the creation

of a state of confusion or wonderment. In Parkdale Custom Built Furniture v Puxu

Pty Ltd (1982) 149 CLR 141 the majority of the Full High Court approved of the
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holding of Smithers J. and Fisher J. in the Big Mac Case (1980) 33 ALR 394; 49 FLR
455 that to prove a breach of Section 52 it is not enough t:(I) establish that the
conduct complained of was confusing or caused people to wonder whether two products
may have come from the same source. The Full High Court thereby rejected the
interpretation of Section 52 which had relied upon the application of decisions
relating to the registration of trade marks, and in particular Southern Cross

Refrigerating Co v Toowoomba Foundry Pty Limited (1954) 91 CLR 592. Those decisions

effectively held that a trade mark should not be registered if it was likely to
deceive or cause confusion within the meaning of Section 28(a) of the Trade Marks
Act 1955, or predecessors of that section, and that it was sufficient to deprive an
applicant of registration if use of the mark would cause persons to wonder whether
or not products to which the mark was applied may have come from the same source.
cf Lockhart J. in the Puxu Case (supra) in the Full Federal Court (1980) 31 ALR 73
at 100; and Franki J. in the Big Mac Case (1979) 28 ALR 236 at 2443 5 TPC 177. The
views of Gibbs CJ. and Mason J. in the Puxu Case (supra) in the High Court accorded

with certain remarks of Stephen J. in Hornsby Building Information Centre v_Sydney

Building Information Centre (1978) 140 CLR 216, where the High Court held that the

respondents' use of the name similar to the name of the applicant, did not, in the
particular circumstances of that case, contravene Section 52. In the Hornsby Case
the names were descriptive and thus not distinctive of any particular business.
Nevertheless, while Stephen J. recognized the possibility of confusion, and there
was evidence that persons had been led, by the similarity of names, to believe that
the Hornsby centre was a branch of, or otherwise associated with, the Sydney
centre, in reaching the conclusion that the adoption of the name of the Hornsby

centre was not conduct contravening Section 52 said (140 CLR 230; 18 ALR 648):

"Cvidence of confusion in the minds of membens of the public is not
evidence that the wse of the Honnsby centrne’'s name is itself misleading
on deceptive but nathen that its intawsion into the field originally
occupied exclusively by the Sydney Centre has, naturally enough, caused
a degree of confusion in the public mind. This is not, however, any-
thing to which Section 52(1) is dinected.”

Nevertheless, in the Taco Bell Case (1982) 42 ALR 177, Deane and Fitzgerald JJ.
recognized that mere confusion or uncertainty may, in certain circumstances, be

sufficient for a contravention of section 52, saying (at 201):

"Conduct which produces on contributes to confusion on uncertainty may
on may not be misleading on decepitive fon the purposes of s.52. In some
cincumsitances, conduct coudd conceivably be paoperly categonized as
misleading on deceptive fon the very neason that it nrepresents that
confusion on uncertainty exists where, in tauth, there is no proper
room fon either. Onrdinarily, however, a tendency %o cause confusion on
uncentainty will not suffice #o establish that conduct is of the iype
descrnibed in 4.52. The question whether parnticulan conduct causes
confusion on wondewment cannot be substituted forn the question whethen
the conduct answens the statutony description contained in 4.52."
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It is, surely, correct that mere confusion, which is sufficient to deprive an
applicant for a registered trademark of obtaining his limited statutory monopoly
under the Trade Marks Act, 1955, should not be sifficient for liability under
section 52, Deane and Fitzgerald, Jj, in the passages cited above, appear to
recognize this is not the appropriate criterion for liability under section 52. But
in suggesting that 'mere confusion or wonderment' may be sufficient for liability
under section 52, where it should not 'properly exist', their Honours appear to beg

the question of what is the proper test of liability.2

1. (1980) 33 ALR at 397-398, 412-413; 49 FLR at 458-459, 475-476. Parkdale
Custom Built Furniture v Puxu Pty Ltd (1982) 149 CLR 171 at 198-199,
209-210.

2. For an interesting criticism and analysis of the problem, see Donald and
Heydon, Trade Practices Law, (1978) vol II, [11.2.8] at 530-532. In the
light of the Puxu Case (supra) mere confusion or wonderment cannot be
sufficient for section 52.

Section 52 is not to be construed beneficially or purposively

17. The provisions of Section 52 (and the other provisions of Part V) are to be
construed according to their natural and ordinary meaning, and are not to be read
down either by reference to other provisions of the Trade Practices Act, or by
reference to the laws relating to intellectual property. These propositions are
clearly and authoritatively established in the Puxu Case (1982) 149 CLR 191, in
which it was submitted before the High Court that the provisions of Part V of the
Trade Practices Act should be confined so as not to restrict competition since the
purpose of the Act, and in particular the provisions of Part IV of the Act, was to
encourage competition. It was further submitted that the provisions of Part V of
the Act should not be applied so as to create effectively a monopoly in design
where the provisions of the Designs Act 1906 had not been complied with. The High
Court rejected both the submissions. Gibbs CJ. (at page 198) although he was unable
to see any reason "why a section (section 52) so broadly expressed and so drastic
in its possible consequences should be beneficially construed" nevertheless did not
suggest that they should be given some unnaturally confined meaning (his Honour was

using the words of Stephen J. in the Hornsby Building Information Centre Case

(1978) 140 CLR at 225) or that they should be construed to conform with the common
law (cf World Series Cricket v Parrish (1977) 16 ALR 181 at 198-9) but was of the

view that they should be given their plain and natural meaning and should not be
understood in some loose or expanded sense. Mason J. (149 CLR at 204-207) was
apparently of the same view and rejected both the submissions. In rejecting the
first submission, his Honour said (at pages 204-5):
Should the general wonds of 4.52(1) be gqualified by considerations of
atatutony purpose and policy denived from Pt IV and from oither statutes
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regulating industriol property? This is a caucial question hene.

The object of Pt V is to protect the consumen by eliminating unfain
tnade practices, juit as the object of Pt JV is to promoite competition
by eliminating nesirictive inade practices. Knowledge of the histony of
the degislative proposals, of the legislation and of the controversy
which has sunnounded it might suggest that the dominant object of the
Act i4 the promotion of freedom of competition. But examination and
analysis of its provisions yields no acceptable foundation forn this
conclusion. The #wo Parts are independent and there is no direction
that one Part is to be nead subject to the othen. Although they have zo
be nead Zogether as parts of the same statute, they might in ozhen
cincumsitances have been enacted ad separate sitatutes with not veny much
difterence in legal effect.

Part V.contains no counieapart to 4.112 [of the Trade Practices Act]
which exdudes the opernation of Pt JV in matters connected with Pt X.
The prohibition in 4.52(1) is addressed o coaporations which are also
bound o comply with the provisions of Pt JV. The sitatutony poldicy, as
it seems to me, is Zhat zhe interests of a consumen of goods on
senvices wildl best be 4served when manufacturens compete vigorouwsdy
without adopting nestrictive practices and observe prescribed standands
of conduct in thein dealings with consumenrs.

Once it is accepted that this is the astatutony policy 7 find it
difficudt to accept the appellant's notion that the general, yet cleanr,
wonds of 4.52(1) should be read down so0 as to enable the policy of
freedom of competition enshnined in Pt JV o prevail. In a codlision
between one of itwo different astatutony policies and the plain wonds
gliving effect %o zhe othen statutony policy zhe plain wonds will
prevail. To my mind the wonds "misleading” and "deceptive" as applied
Zo conduct in trade on commence are reasonably plain. And in a
codlision between the general policy of encounaging freedom of competi-
tion and the specific punpose of protecting the consumen from mislead-
ing on deceptive conduct it is only nright that zhe latter should
prevaid. Jt would be wrong to attribute zo the Parliament an intention
that the indirect and .intangible benefits of unbridled competition are
to be preferred to the protection of the consumer from the misleading
on deceptive conduct which may be an incidental concomitant of zhat
competition. Given the statutony context here it is mone likely that
Parliament .intended o promote free competition within a nregulatory
Lramewonk that prohibits that itradern from engaging in misleading oz
deceptive conduct, even if it means that one trader cannot in pantic—
wlan cases compete with another #rade because the opposite view would
give a paramountcy o freedom of compeitition not acconded to it by the
4tatute.

Section 52 is not to be limited by reference to other Acts.

i8. In rejecting the second submission (relating to an alleged monopoly in a
design), Mason J. analysed (149 CLR at 205-207) the interrelationship between the
relevant statutory provisions in a lengthy passage which should be set out in full,

as an authoritative and clear statement of the relevant considerations:

The nelationship of 4.52(1) with established statutony negimes dealing
with nelated topics gived nise to’ an dmpontant question. Can it be
intenned from the detailed treatment of lLimited monopodies of intellec—
tual and industrial paoperty in specific sitatutes that 4.52(1) should
be nead down if it othewise could fLacilitate the creation of new
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monopodies not subject to the limitations imposed by those statutes? In
my view there ane sound neadons foa not constrwing 4.52 in that way.

Clearly there is here no question of infringement of a taade mark. As a
general proposition the Trade Manks Act 1955 (Cth) is concerned with
deception on confusion %o the public as to the source of goods, whilst
the Trade Practices Act is concewned with deception of the public as
congumens of goods on services (Mdlilliam's (1980) 49 FLR at pp.472-
473; 33 ALR at p.470). Likewise, The operation of 4.52 is not restrict-
ed by the common law principles nelating 2o pasasing-off. IE, as I
considen, the section provides the public with widen protection faom
deception than the common law, it does not follow that there is a
conflict between the section and the common law. The statute provides
an additional nemedy.

To obtain a monopoly in a particular design unden the Designs Act it is
not asufficient menely 4o have a period of undisturnbed usen. The
necessany negistration is ondy possible forn a "new on oniginal design,
which has not been published in Australia before the lodging of an
application fon its negistnation” (4.17(1)). A centificate of registra-
Zion nemains in fonce fon a dlimited period (s.26). Impontantly a
negistened design is open o public inspection (4.27) s0 that others
can assess whether they could be infringing the copyright in a registen-
ed design. Thus the statute seeks a balance between limited monopody
rights fon tradens with a novel design on the one hand and the stimulus
of competition aided by access o infowmation on the other hand.
Simidandy the Patents Act 1952 (Cth] seeks %o balance competing inten-
edats in connection with ithe grant of lettens patent fon a particularn
invenition. 64401,&@(.»(4 in zetuwn forn the disclosure of his invention a
patentee neceives a Jlimited monopoly at ihe e)cpuaa,aun. ot which the
invention i4 available to the public at large.

The cade made by the nespondent as a competing traden hene is that it
is entitled to an ingunction to nestrain the appellant from producing
and selling goods which veny closely nesemble the nespondent's product.
Jts claim in substance is that 4.52 gives it the nights which it would
have had if it had a registered design for the furniture.

On the other hand the appellant’s case is that to forbid a manufacturen
2o marnufacture a product becawse it too closely nesembles a competi-
ton's eanlien product without subjecting the resulting monopoly fon the
earlien product zo the limitations imposed by the Designs Act, would be
2o create a monopody in a design in circumsitances in which that Act
does not confen a monopoly. This, the appellant usrges, is a reswld
which coudd scarncely have been intended.

M Staff Q.C. fon zthe nespondent submits that ithe Patents Act and the
Designs Act ane dinected 2o a field of obligations and nrights quite
different from 4.52. In one sense this is 40. Jt is the object of the
two atatutes to create private property aights. They confen exclusive
on monopoly nights in patents and designs nespectiveldy and prescribe
the conditions acconding %o which these aights come into existence.
With 4.52 it i4 different. Jits paimany purpose is not to create private
propeaty rights but to negulate the conduct of tradewns by prohibiting
them from engaging in conduct which misleads on deceives consumens.
Enforcement of this statutony prohibition may enable traden A to pre-
vent traden B from manufactuning on manketing goods which closely
nesemble those of traden A because the marketing of them will mislead
on deceive zhe public, but this nesult, if it occuns, will be inciden—
tal to the enforcement of zthe paohibition - it is an unavoidable
consequence of protecting the public from misleading on deceptive
conduct. When 4.52 is viewed in this light, there is no very sirong
rneason fon saying zhat the genenaility of its Jlanguage should be
restuicted on the ground zthat it nuns counten to the podicy and purpose
of the Patents Act and the Designs Act.

It would be othewise if the policy and punpose of the two statutes
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wene to prohibit all monopoly n~ights in patents and designs except
those fon which zhey provide. Jf the two statutes were antimonopody
atatutes then we might be justified in saying that the general wonds of
4.52 should be nead subject zo the particularn wonds of the Patents Act
and the Designs Act - generalia specialibus non derogant. But it is not
possible to say of them that they are antimonopoly astatutes - thein
object is to create exclusive nights.

The appellant atiempts to itumn this argument aside by asserting zhat
the policy which underlies the two statutes is zhat there will be no
monopoldy nights in patents and designs except on the prescribed statu-
tony conditions. Centainly this is the effect of the two statutes - one
can ondy obtain a grant of letters patent on negistration of a design
by complying with the statutony conditions. But J would not describe it
as the policy of the sitatutes. Thein emphasis is positive, it is on the
gnant of exclusive nights on stipulated conditions; it is not on zthe
prohibition of similan rights except on stipulated conditions. Conse-
quently, J would not nead down the provisions of 4.52 by neference zo
considenations of policy saild to arise from the Patents Act and zhe
Designs Act. As J have already said, zhe wonds of the section, though
genenal, are neasonably plain. The argument based on the iwo statutes
i4 not of sutficient asinength o displace the ordinany meaning of the
wonds.

Brennan J. (149 CLR at 219-225) was of the view that properly construed Section 52
did not alter the 'careful balance'" of the Patents Act 1952 and the Designs Act,
1906 "by a sidewind and, after four centuries, open the way to the creation of
prescriptive monopolies for the manufacturer of goods" (at 224). His Honour
considered that in the case before him an understanding of common law principles
assisted the correct understanding of the scope and operation of Section 52. The
protection afforded by the common law stopped short of according to a manufacturer
a monopoly right to the manufacture and sale of goods of a particular design unless
he is the owner of a design which was validly registered under the Designs Act.
There was a distinction between the design of an article and the get-up of an
article, although sometimes the distinction, though clear enough in principle, was
difficult to apply in particular cases. The action for passing off from misappro-
priating the get-up of a competitor and similarly in the application of Section 52
in the case before him, there was no misappropriation by Parkdale of the get-up of
Puxu's furniture, because the label put on by Parkdale in accordance with the
practice of the trade clearly distinguished its furniture from that of Puxu. In the
light of the observations of the members of the High Court in the Puxu Case (supra)
section 52, and, presumably the Aother provisions of Part V are to be construed
according to their ordinary and natural meaning, and without reference to other

legislation dealing with intellectual property rights.

The conduct must convey a misrepresentation

.19, If conduct is to fall within Section 52, it must contain or convey, in all
the circumstances of the case, a misrepresentation. This principle is enunciated by

Deane and Fitzgerald JJ. in the Taco Bell Case 42 ALR 177 at 202. In order to
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establish whether or not a misrepresentation of the relevant kind is conveyed or
contained in conduct, it is necessary carefully to identify the conduct of which
complaint is made and its consequences. Deane and Fitzgerald J., in the Taco Bell
Case (supra at 202), stated the way in which, in their opinion, conduct should be
tested to see whether it conveys a misrepresentation within Section 52 in terms

which are of considerable assistance. Their Honour's said:

Janespective of whethen conduct produces on is likely +to produce
confusion on misconception, it cannot, fon the purposes of 5.52, be
categoniged as misleading oa deceptive unless it contains on conveys,
i all the cincumstances of zhe case, a misnepresentation. The diffi-
culty which widl commondy anise in a 4.52 case is in detewnining
whether the conduct contains on conveys, in all the circumstances, a
misnepresentation and in adsessing the significance to that question of
evidence that one on more perndons were in fact lded into ewwon. In
extreme, but no necessanily .infrequent, cades, it may be connect %o
hodd that, as a matten of daw, conduct said o contravene 4.52 is
incapable of conveying the untrue meaning alleged on any other false
meaning. Such cases aside, whether on not conduct amounts to a misnepre—
gentation is a question of fact %o be decided by considering what is
said and done against the background of all surrounding circumstances.
In some. casdes, such as an express untaue nrepresentation made only to
identified individuals, the process of deciding that question of Lact
may be dirnect and uncomplicated. Jn other cases, the process will be
mone complicated and call fon zhe assistance of ceatain guidelines upon
the path to decision. Jn a case, such as the present, where the
duggesited misnepresentation has not been expressly made and it is
alleged that the nrelevant deception on misleading is, on is ldikely to
be, of the public, the following propositions appearn %o be established
as affording guidance.

Finst, it i1 necessany o identify the relevant section (on sections)
of zthe public (which may be the public at lange) by reference o whom
the question of whether conduct is, on is likely to be, misleading on
deceptive falls to be tested (Weitmann v Katies Lid (1977) 29 FLR 336,
per Franki J. at 339-40, cited with approval by Bowen CJ. and Franki J.
in Brock v Tearace Times Pty Lid (71982) 40 ALR 97 at 99; [1982] ATPR
40-267 at 43,4127,

Second, once zhe nelevant section of the public is established, the
matten is Zo be considened by nreference to all who come within it,
"including the astute and the gullible, the intelligent and the not 40
intelligent, the well educated as well as the poorly educated, men and
women of various ages punsuing a variety of vocations’: Puxu Piy Lid v
Parkdale Custom Built Funnitune Py Ltd (1980) 31 ALR 73, per %Uzﬁt
T at 937 see also Wonld Senies Crnickef v Panish, supna, pea Brennan J.
(16 ALR at 203).

Thindly, evidence that some pernson has in fact formed an erroneows
conclusion is admissible and may be persuasive but is not esdenitial.
Such evidence does not itself conclusively establish that conduct is
misdeading on deceptive on likely %o mislead orn deceive. The count must
detewnine that question fon itself. The test is objective (see, gen-
eaally, Annand & Thompson Pty Ltd v Trade Practices Commission (1979)
25 ALR 97, pern Franki J. at 702; Sterling v Tnade Practices Commission
(71987) 35 ALR 59, pen Franki J. (with whom Nonthop J. agreed] at 66 and
per Keely J. at 69; Snoid v Handley (71987) 38 ALR 383, pen zhe count
(Bowen CJ, Nonthwop “and Moaling jsj./; and Brock v Teanace Times,
(supral), pen Bowen CJ. and Franki 3).

Finally, it is necessdany #o dnquine why proven misconception has
arigen: Hoansby Building Information Centre v Sydney Building Informa-
tion Cenne 178 AILR af 647; 740 CIR at 228]. The Zundamenial impontance
of This puinciple is that it is only by this investigation that the
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evidence of those who are shown 2o have been ded into erron can be
‘evaluated and it can be detewmined whether they are confused because o,ﬂ
nu/_»éeadmg oa deceptive conduct on the part of the nespondent.

It is difficult to see how this statement of a 'modus operandi'" for determining

whether, in the light of existing authority, section 52 has been contravened, could

be improved.

Puffing, half truths, promises and predictions are not necessarily misrepresenta-

tions within Section 52

20. Whether or not a misrepresentation falls within Section 52or for that matter,
Sections 53, 53A, 55 and 55A is essentially a question of fact to be decided in
each particular case. It may be necessary to consider whether the conduct complain-
ed of amounts merely to '"puffing', or a "half truth" which may or may not amount to
a misrepresentation, or .is similarly ambiguous, or amounts merely to a promise or
prediction. These matters are considered in detail in the standards texts on Part V
of the Trade Practices Act and reference should be made to them. See Taperell

Vermeesch and Harland Trade Practices and Consumer Protection 3rd Ed. at paras.

1420-1436; Donald and Heydon, Trade Practices Law, Vol.2 at pages 533-554.

The Class of Persons who are or who are likely to be deceived or misled within

Section 52

21. In Parkdale Custom Built Furniture Pty Ltd v Puxu Pty Limited (1982) 149 CLR

191 there was some difference between the members of the High Court on the exact
description of the persons included within the relevant class of public deceived or
misled or likely to be deceived or misled by the conduct of which complaint is
made. Gibbs CJ. (149 CLR at 199), although recognizing that '"ordinarily a class of
consumers may include the inexperienced as well as the experienced, and the
gullible as well as the astuté," would restrict Section 52 as contemplating the
effect of conduct on 'reasonable members of the class" and said that 'the heavy
burdens which the section creates cannot have been intended to be imposed for the
benefit of persons who failed to take reasonable care of their own interests'.
Mason J. (149 CLR at 207-209) appears to contemplate the relevant classes being
purchasers of furniture acting reasonably. Murphy J. (149 CLR at 214-5) would
include in the relevant class the 'shrewd and ... ingenuous ... educated and ...
uneducated. and ... inexperienced in commercial transactions', and 'the ignorant,
the unthinking and the credulous, who, in making purchases, do not stop to analyse
but are governed by appearances and general impressions', whereas Brennan J. did
not advert to the limitations, if -any, of persons to be included within the
relevant class. In the Taco Bell Case (42 ALR 177) Deane and Fitzgerald JJ. at 202
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approved the formulation of the relevant section of the public stated by Lockhart

J. in Puxu v Parkdale Custom Built Furniture in the Full Federal Court (1980) 31

ALR 73 at 93, as including '"the astute and the gullible, the intelligent and the
not so intelligent, the well educated as well as the poorly educated, men and women

of various ages pursuing a variety of vocations".l In CRW Pty Ltd v Sneddon (1972)

AR (NSW) 17 at 28, the court said that consumers, for the purpose of the false
advertising provisions of the Consumer Protection Act, 1969 (NSW), being the
persons to whom a relevant misrepresentation is made, must be considered to include
persons of widely differing sophistication and intelligence, and to take account of
the manner in which a misrepresentation is made and received. In Annand & Thompson
Pty Ltd v Trade Practices Commission (1979) 25 ALR 91; 5 TPC 111, Franki J. said:

The test is whether, din an objective asense, the conduct of the
appellant was such as 2o be misleading on deceptive when viewed in the
Light of zhe #type of pernson who is likely 2o be exposed o that
conduct. Broadly speaking it is fain to say that the question is to be
Ztedted by the effect on a penson, noit panticulanly intelligent on well
infonmed, but perhaps of domewhat less zhan average intelligence and
background knowledge, although the tesit is not the effect on a peason
who is4, fon example, quite wnuwdually stupid (25 ALR at : 5 TPCiat
131-2).

In the same case however Northrop J. said that it was necessary to consider "the
effect of the conduct on a reasonable man in the street". Franki J's test, however,
was subsequently applied in McDonald's System of Australia v Mc'William's Wines
(1979) 28 ALR 236; 5 TPC 577; (1980) 33 ALR 394; 6 TPC 480.2 So it has been held

that advertisements which might not deceive a careful reader will nevetheless
constitute conduct which is deceptive or misleading or likely to deceive or mislead
within Section 52 if a significant number of readers (who wmight clearly be less
than a majority) would be likely to be m:i.sled.3 Perhaps the terms of the
misrepresentation must be construed in the light of the circumstances in which and
the nature of the goods or services in respect of which it is made: the more
dangerous the product and the more serious the consequences of the misrepresenta-

. 4
tion, then the wider the class of consumers which the court will select.

1. cf World Series Cricket v Parish (1977) 16 ALR 181 at 203.

2. Henderson v Pioneer Homes (1980) 29 ALR 597; and Thompson v Riley McKay
Pty Ltd (No.2) (1980) 31 ALR 507; 6 TPC 352. cf World Series Cricket Pty
Ltd v Parish (1977) 16 ALR 181; 2 TPC 303; Parish v Publishing and
Broadcasting Ltd [1977] TPRS 304,185; Bradmill Industries Ltd v B & S

Products Pty Ltd (1981) 6 TPC 563.

3. See World Series Cricket v Parish (supra); Health Insurance Commission v
Hospitals Contribution Fund of Australia [1981] ATPR 40-227 at 43,074;
Pinetrees Lodge Pty Ltd v Atlas International Travel Pty Ltd (1981) 38
ALR 187 at 193; Snoid v CBS Records Australia Ltd (1981) 31 ALR 73; 5
TPC 932 at 943-4.

4. See Donald and Heydon, Trade Practices Law (1978) Vol II [11.2.9] at
533-538.
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The Consumer Protection Provisions of the Trade Practices Act and the General Law —

Passing Off

22. The consumer protection provismns of the Trade Practices Act, especially

Sections 52 and 53, apply The relatlonshlp was explained by Stephen J. in the

Hornsby Buildiné Information Centre 'Case (1977-8) 140 CLR 216 at 226 in the

following terms:

. Jt is, no doubt, somewhat of a novelty that a quite extensive jurisdic-
tion in passing off actions, #raditionally the concean of the Supreme
Counts of the States, should be conferrned upon the Industrial Cournt and
that zthis should be done by an Act described as one "relating zo
certain Trade Practices” and by sections not very explicitly directed
2o ‘such a subject matten. However this is, J think, but a consequence
of the veny dinect nelationship which necessanily exists between the
decepition of consumens in the counse of trade and the injuny caused by
the unfain practices of a trade nival. Such deception will quite often
be the means adopted %o produce that inguny. Legislation which aims at

" the prevention of the fommer will at zthe same time tend o put an end
2o the datter. I, moneover, the legislative prohibition can be en-
fonced by an injunction which '"any other person” -may seek (see
4.80(7)), it then becomes possible fon a itrader, injured by zhe
competition of his trade nival, #o gain a remedy unden the Act .instead
of having necounse to civild action by way of procéedings fon passing
off. The nemedy in such a case will not, as in passing off, be founded
upon any protection of the iradern’'s goodwill but, being directed o
preventing ithat veny deception of zhe public which is dinjuning his
goodwild, it will neventheless be an effective nemedy for that of which
he complains. The provisions of 4.82, not invoked in this case, which
allows a pernson who suffens loss by anothen's act which is contraven—
Zion of 4.52 to necover by action the amount of his 1044, may renden
zthe statutony nemedy even mone complete.

23. The principles relating to passing off may well be of assistance in
determining how Section 52 (and for that Sections 53, 55 and 55A) should ‘be

applied. As Ellicot J. said in Handley v Smoid [1981] ATPR 40-219 at 42, 973:

The lav of passing off necognizes a trader's nright #to protect the
‘goodwidl which it attaches o his business because a particular name,
mank, get-up, slogan etc has become distinctive .in zhe manket of his
goods, The night is of cournse a restriciion on zthe freedom of competi-
Zion in zthe market place because it pnevents oihen tradens faom using
such a name, ete. but it is a restniction which the law accepts. From
the consumen's point of view it is beneficial because it avoids being
misded on deceived into thinking that one traden's product is that of
on connected with another. This, in essence, is why the law of passing
off is 40 nelevant to Section 52. In tauth, the use by one trader of a
name which has become distinctive of the goods of another can be as
misdeading and deceptive .in the market place as a false statement made
by a zraden about ihe goods of another. Basic #o establishing such
deception is proof that in the market place the particulan name, etc by
use, adventising on similarn means distinguishes on means %o consumens
Zhe goods on dernvices of an identifiable traden.

Must reputation be proven

24, Accordingly there have been many proceedings commenced under the Trade
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Practices Act in which a trader endeavours to prevent another trader from marketing
goods or services under a name or mark similar to or identical with that of the
first trader, or from making use of an overall appearance or get-up which is
similar to that of the first trader. It is frequently alleged that the relevant
section of the public has been deceived or misled or is likely to be deceived or
misled into thinking that the second trader's goods or services are or are
connected in business with the first trader's goods or services. To rely upon
Section 52, the first trader must be able to show that the second trader's conduct
has caused a relevant misconception in the public mind about the first trader's
goods and services. Under the traditional formulation of the law relating to
passing off (which has been substantially revised and is developing: (see [5.1.001]
and following, it was necessary for the first trader to prove that his name or the
get up of his products or his trade marks had acquired such reputation in the
market place as to be distinctive of him and lead people to believe that, although
they were acquiring the goods or services of the second trader, in fact, they were
acquiring goods or services which they had come to associated with the trade source
of the first trader. Thus, when an attempt is made to apply section 52 or section
53 in a situation where traditionally passing off is relevant, it may be necessary
for the person claiming relief to establish as a fact his reputation with the
relevant section of the public to found the deception of the public into believing
that the goods or services in fact provided by another come from the trade source
of the person seeking reli(-‘:f.1 However a trader alleging a breach by a competitor
of section 52 or section 53 need not necessarily prove his own reputation. For
instance, if the competitor is alleged to have made a false or misleading claim
about his own product, this conduct will fall within section 52 and probably within
section 53, and a rival trader may seek to enforce those sections because he fears
that if the competitors claims are allowed to go uncorrected, his competitor will
unjustly gain a market share at his expense. It may be that the existence and
extent of reputation is not even a relevant factor in determining whether conduct
contravenes section 52.2 The existence and extent of reputation (that is, its
value) may, however, be relevant on whether or not an applicant under section 52 or
section 53 should be granted relief, and the nature and extent of that relief.
Furthermore, if the factual situation alleged to give rise to a cause of action
under section 52 or section 53 is the traditional one of passing off by the
adoption of an identical or similar trade name or get-up, which the person alleging
the contravention of Section 52 claims is distinctive of him, as a necessary
condition of success he may be required to establish that he himself, his goods or
services possess such a reputation so that the trade name or get-up is distinctive
of him, his goods or services, i.e. that it has developed a 'secondary sig-
nificance'" to the public as representing him as the trade source of those goods or

5 3
services.

1. See Weitmann v Katies Ltd (1977) 29 FLR 336; 2 TPC 329 at 332; Hornsby
Building Information Centre v Sydney Information Centre Ltd (1978) 140
CLR 216; 18 ALR 639; 3 TPC 244 at 250-254 per Stephen J; McWilliam's
Wines Pty Ltd v McDonald's System of Australia Pty Ltd (1980) 33 ALR
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394; 6 TPC 480, and also at first instance (1980) 28 ALR 236; 5 TPC 577;
Bradmill Industries Ltd v B & S Products Pty Ltd (1980) 6 TPC 563 at
568-570; Pinetrees Lodge Pty Ltd v Atlas International Travel Pty Ltd
(1981) 38 ALR 187 at 193.

2. Colgate—Palmolive Pty Ltd v Rexona Pty Ltd (1981) 37 ALR 391; Health
Insurance Commission v Hospitals Contribution Fund of Australia [1981]
ATPR 40-227.

3. cf John Engelander & Co Pty Ltd v Ideal Toy Corporation [1981] ATPR;
Pinetrees Lodge Pty Ltd v Atlas International Travel Pty Ltd (1981) 38
ALR 187; Snoid v CBS Records Australia Pty Ltd (1981) 38 ALR 38.

The Taco Bell Case

25. Federal Court in Taco Company of Australia v Taco Bell Pty Ltd (1982) 42 ALR
177, 40 ALR 167; 2 TPR 48; (1982) ATPR 43, 484 is an interesting illustration of

the relevance or otherwise of establishing a common law reputation in relation to a
cause of action under Section 52 of the Trade Practices Act. In that'case the Taco
company was incorporated in the United States of America and franchised restaurants
throughout the United States, Canada and Guam under the name '"Taco Bell". The
restaurants were usually identified with architecture of a specific appearance, of
mexican decor, and by operations which were standardized. In 1970 an American
individual opened a restaurant in Bondi, a suburb of Sydney, and called it "Taco
Bill's" or "Taco Bill's Casa'". In 1973 the restaurant was acquired by Taco Bell,
the respondent, which registered the business names "Taco Casa" and "Taco Bell". In
1981 two restaurants associated with the American Taco Company were opened in
Sydney and Taco Bell instituted proceedings alleging contravention of Sections 52
and 53 of the Trade Practices Act, 1974 as well as passing off. The American Taco
Company cross-claimed alleging the same rights against Taco Bell. Ellicott J., at
first instance, granted an -injunction to Taco Bell and refused the Taco Company
relief. His Honour found that the truly distinctive feature of Taco Bell's
restaurant was its name '"Taco Bell's Casa" and that it was natural that a customer
of Taco Bell's Casa seeing the taco company's name ''Taco Bell'" as the name of a
fast food outlet in George Street, Sydney, would think there was a business
connection between the two; conversely other customers not knowing of '"Taco Bell's
Casa'" and having patronised the Taco Company's George Street restaurant, on seeing
Taco Bell's Casa might go there expecting the same type of service, namely fast
foods, as they received at George Street, which would not be the case. In either
case the consumers, deceived by the similarity of the names, could act to what they
might regard as their detriment. His Honour rejected the contention of the Taco
Company that the difference between the services provided in its restaurants and in
Taco Bell's Casa would remove any likelihood of deception to the public, saying (40
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... having considered the nelevant evidence, 7 am satistied that there
would be a significant section of the public whose initial misconcep-
Zion, induced by the similanity between the names, would not be nemoved
in this way. There would be those who would not notice the literature -
nremembeaing the nrestaunant is dedigned fon people in a hury - and
there would be others who, even if they notice it, would not necessan-
iy conclude that thene was no business connection between the iwo.

The ondinany public are educated Zo treat distinctive names like "Taco
Bell" as nepresenting the goods on senvices of particular traders and
if Zhey ane confronted by the use of very asimilar names, J think it
takes a great deal to aemove the assumption which they naturally make -
that the goods on senvices in nelation to which they are used are zhe
product of the same on a zelated business. In any event, those who go
into the "Taco Bell” nestaunant in Geonge Street on Granville, believ-
ing it to be connected with the Bondi nastaurant, would have acted on
the faith of the misconception before they wene confronted with zhe
diterature and other matenial in question.

26, Ellicott, J in rejecting the Taco Company's claim for relief against Taco
Bell held that the relevant date at which the question of contravention of Section
52 had to be determined was the 3rd September 1981, the date on which the Taco
Company commenced business in Australia in its restaurant in George Street, Sydney.
At that time, his Honour found, neither the Taco Company nor anyone connected with
it had previously conducted any restaurant business in Australia using the name
"Taco Bell'", nor had they attempted to attract the custom of the people in Sydney
to their business outside Australia. In trade and‘ commerce in the local market, the
name Taco Bell could not have had any meaning to consumers which denoted the Taco
Company or anyone associated with it. His Honour held that Section 52 was concerned
with consumers in the local market and that it was relevant to have regard to the
principles relating to the action for passing off. After considering at length the
cases dealing with what was sufficient activity by a foreign trader in the local
market to establish a reputation in the local market for the purposes of passing

off, and in particular the decision of Walton J. in Athlete's Foot Marketing

Associates Inc. v Cobra Sports Ltd [1980] RPC 343, Ellicot J. said (at 40 ALR 167):

Having considered all the authonities cited, J agree in genenal teams
with the conclusion which Walton J. neached. In onden to succeed in an
action fon passing off in zelation to the Sydney metropolitan area a
plaintitf must show that it has a goodwill here. This can usually be
established by paoof that thene has been some prion business activity
here invodving the wse of ihe name on mark on get-up in gquestion in
nelation to the plaintiff's goods on senvices. The nature and degree of
business activity will differ from case to case. Jt does not Lollow
Lrom what Walton J. said that a single transaction will always suffice.
In  some cases it may. Non is it necessany +that a plaintiff has
established a place of business hene. Jts goods may have been imported
and s0dd henre unden the nelevant name on mark by anothen. Jt may have
licensed people to use its name on mark on paoducts which are sold
thene. Jt may have advertised hene to solicit oadens by post from the
public on %o encounage the public to travel 1o do .business at its
premises in anothen country. Jn 2his time of fast communication it may
even have solicited customers here to travel long distances to anothen
countrny 2o use its seavices thenre.
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His Honour continued (at 40 ALR 169):

«o. Even if it has no place of busines there people nesiding there may,
nevertheless, be attracted %o do business with it. For example, by
buying goods which it produces and are so0dd there by impontens, on by
ondening goods faom it by mail on by travelling from thein nesidence #o
its place of business in an adjoining country. This "attractive fonce”
is usuadly created because there has been some business activity in
that place on the part of the ownen of the business on those dependent
on it, dintended to 4o attract people. One cannot, in dogic, exclude the
posaibility zthat it could exist because people who live there are
prompted Zo seek out the business by a knowledge gained by them whilst
travelling on living in anothen country wherne the place of business
exists (eg a Hong Kong tailon). Howeven, one thing, in my opinion, is
clean, namely, knowledge by people in Sydney that a successful business
44 being conducted in zthe lUnited States under a distinctive name does
not give that business a reputation on goodwill here unless people in
Sydney are attrnacted 2o do business with it despite zthe distance
sepanating ihem. Only zhen could it be said zhat there existed in
Sydney "the attractive fonce which bnings in custom”. In many cases
distance on the naturne of the business will make it highly improbable
zhat anybody could be so attracted.

217. Ellicott J's decision was upheld on appeal by the Full Federal Court (Franki,
Deane and Fitzgerald, Jj) but on narrower grounds (42 ALR 177). Franki J. held that

because of the relevant date the Taco Company did not have any reputation which
could be damaged in the Sydney metropolitan area in relation to the name "Taco
Bell", its claim for passing off must fail, and he would in turn reject the cross
claim for passing off. While his Honour referred (at 183) to the relationship
between the concepts which have been worked out in relation to passing off and
their application to Section 52 of the Trade Practices Act, his Honour's reasons
for upholding the appeal in relation to Section 52 remain mysterious. Deane and
Fitzgerald Jj. referred to the relationship between Section 52 and passing off in

the following terms (at 197):

Whilst, as was pointed out by Stephen J. lin Hoansby Building Infoama-
tion Centre Piy Ltd v Sydney Building Infommation Centre Lid 179787 78
ALR 639 at 646; 740 CIR 276 at 227], the long experience in zthe courts
in nelation to passing-off should not be disnegarded and some prin-
ciples which have been developed in that context may be also applicable
2o 4.52, it is, in oun opinion, important to heed his Honour's emphatic
nejection on the same page of any 4suggestion that 4.52 is no mone than
a statutony ne-enaciment of passing-off principles: see, also, the
remarks of Brennan J. in Wonld Series Cnicket Pty Litd v Panish (1977)
16 ALR 181 at 199 and the gudgment of Noathrop J. in AdWlliam’4 Wines
Pty Ltd v McDonald'a System of Australia Pty Ltd (19807 33 ALR 39% at
L0577, The backgrounds of 4.52 and of the law of passing-off are quite
different. Theirn nrespective punposes and the interesis which they
primarnily protect ane contrasting. Thein areas of operation do noi
coincide. The indiscriminate impontation into 4.52 cases of principles
and concepts involved in passing-off and ithe associated area of Zrade
mark daw is likely 2o be productive of ewmon and %o give nise to
anguments founded on false assumptions.

Their Honours proceeded to reject the submission that conduct could not constitute
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a contravention of Section 52 unless it causes or is likely to cause misleading or
deception which continues to "the point of sale'" (Franki J. agreed with this) and
found that Taco Bell did not contravene Section 52, and that it could not, at any
relevant time, have been liable in passing off, as the Taco Company did not have
any local reputation; and their Honours' proceeded to uphold the claim of Taco Bell
against Taco Company. There is, at present, no judicial statement which enables one
to ascertain with any certainty the extent to which it is necessary to prove
reputation in relation to section 52 or 53 of the Trade Practices Act, nor of the
extent to which principles established for passing off may be relevant, if at all,
to those sections. Sometimes the principles are described as 'helpful', sometimes
as 'productive of error' in relation to the sections. This uncertainty may cause
difficulty in practice, especially in deciding whether lengthy or expansive evi-
dence of public opinion should be obtained in any particular case. In the absence
of judicial clarification, one can only read the cases and by a process of osmosis,
develop the necessary intuition to decide when and how much regard should be given

to reputation and passing off in any particular case.

Cases analogous to passing off

28. Other cases in which reliance has been successfully or unsuccessfully placed
upon Section 52 to restrain the adoption of an identical or similar trade name or
get-~up include McWilliam's Wines Pty Ltd v McDonald's System of Australia Pty Ltd
(1980) 49 FLR 455; 33 ALR 394 and Parkdale Custom Built Furniture Pty Ltd v Puxu
Pty Ltd (1982) 149 CLR 191 at 197-8; 202, 212 and 218. Reference may also be made
to the following:

Bradmill Industries Ltd v B & S Products Pty Ltd (1980) ATPR 40-196
(similar get-up of napery and names); Rolls Royce Motors Ltd v D.I.A.
(Engineering) Pty Ltd (1981) 50 FLR 340 (adoption of distinctive
radiator grille and badge); Dairyvale Metro Co-operative Ltd v Browne's
Dairy Pty Ltd (1981) 35 ALR 494 (adoption of similar yoghurt contain-
er); Handley v Snoid (1981) 54 FLR 202; 38 ALR 338; 4 TPR 361 (adoption
of identical name of band '"Pop Mechanix'"); Coonan & Denlay Pty Ltd v
Superstar Australia Pty Ltd (1981) 37 ALR 155 (get-up of cricket
helmets and boxes); Marlbro Shelving Systems Pty Ltd v A.R.C. Engineer-—
ing Pty Ltd (1983) 5 TPR 271 (similar shelving); Fire Nymph Products
Pty Ltd v Jalco Products (WA) Pty Ltd (1983) 1 IPR 79; 47 ALR 355 (fire
places of similar appearance); Visa International Service Association v
Beiser Corporation Pty Ltd (1983) 1 IPR 471, 482 (adoption of get-up of
credit card); Emrik Sporting Goods Pty Ltd v Stellar International
Sporting Goods Pty Ltd (1981) 53 FLR 319 (tennis rackets of similar
appearance); John Englander & Co Pty Ltd v Ideal Toy Corporation (1981)
54 FLR 227 (Rubik's Cubes); Nostac Enterprises Pty Ltd v New Concept
Import Services Pty Ltd (1981) &4 TPR 402 (use of similar cartoon
characters); Pinetrees Lodge Pty Ltd v Atlas International Pty Ltd
(1981) 38 ALR 187 (similar logo); Stewart Alexander & Co (Interstate)
Pty Ltd v Blenders Pty Ltd (1981) 53 FLR 307 (get—up of coffee jar);
Lego Australia Pty Ltd v Paul's (Merchants) Pty Ltd (1982) 42 ALR 344;
2 TPR 7 (use of 'Lego'" of children's plastic building blocks in
relation to plastic irrigation equipment held not to contravene Section
52); Brock v Terrace Times Pty Ltd (1982) ALR ; 1 TPR 24 (get-up of
cook books); Dairy Industry Marketing Authority v Southern Farmers
Co-operative Ltd (1982) 36 ALR 913; 1 TPR 64 (similar names of
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flavoured milk); Parke Davis Pty Ltd v Wilkinson Sword Pty Ltd (1981) 1
TPR 96 (interchangeable razor cartridges); Starcross Pty Ltd v Liquid-
chlor Pty Ltd (1981) 1 TPR 103 (relief refused for identical swimming
pool equipment differently and distinctively labelled); Comet Inter-
professionnel Duvand de Champagne v N.L. Burton Pty Ltd (1981) 1 TPR
128 (French Champagne producers fail to prevent Spanish wine being
marketed as champagne); W.H. Brine & Co v Whitton (1981) 1 TPR 230
(marketing of soccer balls of identical get-up bearing genuine mark but
of inferior quality constituted contravention of Section 52); Motor-
charge v Motor Cards Pty Ltd (1982) 2 TPR.38 (similarity of names held
to contravene Section 52);

Cue Design Pty Ltd v Playboy Enterprises Pty Limited (1982) 45 ALR 535
("Cue" as name of restaurant was not likely to mislead purchasers of
"'"Cue" dresses); Apple Computer Inc. v Computer Edge Pty Ltd (Federal
Court of Australia, (1984) 50 ALR 581; 1 IPR: 353; reversed on apeal
(1984) 2 IPR 1; 53 ALR 225 similarities in get-up of computers);
Gavioli Luigi & Figli FNC v G J Coles & Co Pty Ltd (1983) ATPR 40-428
(similarly got-up bottles of Lambrusco wine).

Descriptive words and sections 52 and 53

29. As in the law relating to passing-off, so in determining whether there has
been a contravention of section 52 or section 53, problems are caused by the use of
purely descriptive words, whether in a corporate or trade name, or as a trade mark.
In Hornsby Building Information Centre Pty Ltd v Sydney Building Information Centre
Ltd (1977) 140 CLR 216, a majority of the High Court held that Section 52 had not

been contravened by the appellant adopting and carrying on business under its name
although the respondent had been operating under its name for a. considerable
period. Stephen J., who delivered the principal judgment, although he was prepared
to assume that some people had been misled to believe that the Hornsby Building

Information Centre was a branch of or in some way associated with the Sydney

s
Centre, said that it was necessary to enquire why this misconception had arisen,
and attributed it to, in effect, the normal use of descriptive use in the English

language. His Honour said (140 CLR 216 at 229-231):

There is a price to be paid fon the advantages {lowing from zthe
possession of an eloquently descriptive trade name. Becauwse it is
descaptive it is equally applicable to any business of a like kind, its
very descrnipiiveness ensunes that it is not distinctive of any partic-
wlan business and hence its application to othen like businesses will
not ondinaridy mislead the public. In casdes of passing off, where it is
zthe wrongtul appropriation of the neputation of anothen on that of his
goods that is in question, a plaintiff which uses descriptive wonds in
its trade name wildl Lind that quite amall differences in a competiton's
trade name will nenden the latten immune from action (Office Cleanin
Seavices Ltd v Westminsiter Window and Genernal Cleanens LId (79467 63
RPC 39, at p.%2, pern Load Simonds]. As his Lordship sald 17946) 63 RPC
at p.43, the possibility of blundens by members of the public will
always be present when names consist of descriptive woads - "So long as
descriptive wonds are used by two tradens as part of thein nespective
rade names, it is possible that asome membens of the public will be
confused whateven the differentiating wonds may be.” The nisk of
confusion must be accepied, to do othemwise is to give to one who appro-
priates 2o himself descriptive wonds an unfain monopoly in those words
and might even deter othens faom punsuing the occupation which the
wonds descaibe.

It this be s0 in the case of passing off actions the case of 4.52(1),
concenned only with the interests of thind parnties, is a fortioni. To
allowg this section of ihe Trade Practices Act o be used as an
instaument fon the creation of any monopody in descriptive names would
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be o mock the manifest intent of the legislation. Given that a name i4
no mone than merely descriptive of a panticulan type of business, its
wse by others who carry on that same type of business does not deceive
on misdead as to the nature of the business descnibed. Thus both the
Honnsby and the Sydney Centres are building .infommation centres and no
one {4 being deceived as 2o zthe nature of the seavice which is
available thene. Any deception which does anise atems not 4o much from
the Hornsby Centae's use of the descriptive words as from the fact that
the Sydney Centre initially chose descriptive wonds as its title and
for many yeans thereafter was the ondy centrne in Sydney which answened
the description which those wonds provide. Jn consequence membens of
the publdic have come to adsociate its particulan busineds with that
2ype of activity. Evidence of confusion in the minds of members of the
public is not evidence that the use of the Hornsby Centre's name i4
itself misleading on deceptive but rathen that its intauwsion inko the
tield oniginally occupied exclusively by the Sydney Centre has, natun—
ally enough, cawsed a degree of confusion in the public mind. This is
not, however, anything at which 4.52(1) is directed. ’

Jacobs J. expreuslyl agreed with Stephen J., and Barwick CJ. with whom Aicken J.
agreed also appeared to have agreed with Stephen J's reasoning in the relevant
resspecl:.1 The problem of when a descriptive word has ceased to be descrip:tive and
become distinctive is one well known in relation to passing off and is
essentially a question of degree to be resolved on the evidence. In relation to
section 52, however, the problem is not quite the same. The distinction between
deception and confusion, for the purposes of section 52, is now well established,
and Stephen, J appears to suggeét that the use of descriptive words can never

amount to actual or likely deception. Perhaps .other conduct could make it so.

1. For other cases involving descriptive words see United Telecasters
Sydney Ltd v Pan Hotels International Pty Ltd (1978) 4 TPC 209 at 216-7;
John Englander & Co Pty Ltd v Ideal Toy Corporation [1981] ATPR 40-218
at 42, 962 per Fox J.; Pinetrees Lodge Pty Ltd v Atlas International
Travel Pty Ltd (1981) 38 ALR 187 at 193; Comet a Interprofessionnel
Duvand de Champagne v N.L. Burton Pty Ltd (1981) 1 ATPR 40-258 at
43,300-43,301.

2. See Kerly's Law of Trade Marks.

Comparison of Section 52 and Passing Off

30. It is apparent from what has been said above that the elements of an action
under Section 52 of the Trade Practices Act and of an action for passing-off are

different conceptually, but may over].ap.1 The following matters deserve comment:

(1) Under Section 52, customers may sue to complain of passing-off by a
rival trader by the use of the name or get-up of another, or for any
conduct constituting passing-off; whereas at common law, only a rival
trader or a person who can establish the relevant reputation can sue

(see paragraph 7 above).
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(2)

3

(4)

(5

6)

¢

Conduct if it is to fall within section 52, must deceive or mislead or
be likely to deceive or mislead the public as consumers; accordingly the

classes of misrepresentation relevant for section 52 may in general be

.narrower than misrepresentations which at present can constitute passing-

—off (see paragraph 14 above).

It is not necessary for a rival trader, in order to rely upon Section
52, to prove reputation or goodwill, whether he is a foreign trader or
not. On the other hand if the conduct of which he §omplains as a breach
of Section 52 . involves a misrepresentation about his  trade name or
get-up, it may well be necessary for him to establish thaq reputation so
as to convince the GCourt that the relevant section of ‘the public is

likelyrto be deceived or misled.»_

It is quite unnecessary to consider let alone establish any 'common
field of activity" in relation to Section 52 of the Trade Practices Act

(whether this is a requirement of passing off is extremely doubtful).
The discretionary considerations relevant to the grant of an injunction
to restrain contravention of Section 52 are wider, and less restricting,

than for passing-off. This is discussed in a later chapter.

A trader can complain about a ‘rival trader misrepresenting the Trival

“ traders' own goods or services, as a contravention of Section 52,

whereas this type of misrepresentation may still not found an action for

passing-off: see paragraph 19 above.

The measure of damages for passing off may be more generous than the
damages available for a contravention of section 52. See paragraph 46

below.

For an interesting discussion of the 'overlap', which sees the influence
of the common law as a 'mortal blow' to the ambitious consumerism which
led to the enactment of sections 52, 53, 53A, 55 and 55A, see Blakeney,
0ld Wine in New Bottles etc (1984) 58 ALJ 316. .

FALSE REPRESENTATIONS ~ SECTION 53

Section 53 is concerned with false representations, or false or misleading

statements, as to certain specified matters. In each case the conduct prohibited is
such that it would clearly be caught by section 52. Where, however, particular
conduct can be shown to be within the narrower confines of section 53, criminal

liability will ensure: see section 79.1 Section 53 provides:
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A corponation shall not, in Zrade on commeace, in connection with the
supply on possible supply of goods on seavices oa in connection with
Zhe promotion by any means of the supply on usge of goods on services -

(a) falsely represent zhat goods are of -a particulan standand,
quality, grade, composition, style on model on have had a partic-
wlan history on particular previous use;

faa) talsely nrepresent zhat seavices are of a particularn standand,
quality on grade;

(b)) falsely nepresent that goods are new;

(c] nepresent that goods on services have sponsonship, appaoval, pen-
fonmance characteristics, accessonies, uses on benefits they do
not have;

(d) nepresent that the coaponation has a sponsonship, approval. on
affiliation it does noi have; )

(e} make a false on misleading statement with nespect Zo the paice of
goods on seavices;

(£) make a false on misleading astatement conceaning the need for any

goods on senvices;

(g) make a false on misleading atatement cancem.éhg the exdistence,
exclusion on effect of any condition, warranty, guarantee, aight
on nemedy.

1. Section 53 is in large part based on s.3(b) of the Uniform Consumer
Sales Practices Act, prepared in 1971 by the American National Confer-
ence of Commissioners on Uniform State Laws and recommended for enact-
ment in the various States with the object of- protecting consumers from
deceptive and unconscionable sales practices. The drafting of the Act
designed to inform businessmen of specific practices which are deemed to
be deceptive so that, so far as is reasonably practicable,.they may know
in advance the type of conduct which is prohibited. Somewhat similar
motives influenced the drafting of section 53 in the Australian Act.
Unfortunately, however, the language of section 53 in 1its original
formulation was obscure in some important respects and raised diffi-
culties. Section 53 was substantially amended by the Trade Practices
Amendment Act 1977 with the result that these difficulties have largely
been removed.

32. It is proposed to examine those respects in which Section 53 provides a
remedy for the protection of intellectual property rights. It is apparent that the
section covers a much wider range of representations than those which have
traditionally been the subject of an action for passing off or infringement of
registered trade mark. It is not the purpose of this section to provide a general
treatment of Section 53, and reference should be made to the standard works

(Taperell, Vermeesch & Harland, Trade Practices and Consumer Protection 3rd Ed. at

paras.1449-1476; Donald & Heydon, Trade Practices Law, (1978) Vol.2 Chapter 12 at

pages 574 to 613; Miller, Trade Practices Service, paras.53/1 to 53/22). It should

be noted however that the section is expressed to apply only to conduct in trade

or commerce by a corporation, and while contravention of Section 52 of the Trade
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Practices Act does not enable a prosecution for a criminal offence to be brought,
contravention of Section. 53 may have this result (see Section 79), It is apparent
that in relation to intellectual property paragraphs (a),(aa), (c) and (d) are of

greater importance than the other paragraphs of Section 53.

The Elements of Section 53

"S“EE 1]{"
33. Section 53 applies to conduct in connection with the supply or possible

supply of goods or services or in connection with the promotion by any means of the
supply or use of goods or services. The phrase "supply of goods or services' is a
wide one, "supply" is wider than '"sale" and is defined in Section 4 of the Act as

follows:

"Supply' when used as a verb, includes:-

(a) 1in relation to goods -
supply (including re-supply) by way of sale, exchange, lease, hire
or hire purchase; and

(b) in relation to services -
provide, grant or confer, and. when used as a noun, has a corre-
sponding meaning, and 'supplied" and . "supplier' have correspond-
ing meanings.

The definition is inclusive, that any action not specifically indicated which would
otherwise be regarded as supply will be comprehended by the definition. In relation

to goods the definition makes it clear that supply by lease, hire or hire purchase,
as well as supply by sale, is to be treated as supply 1 but presumably a supply of
goods by other means will suffice.2 The words "furnish', "serve'", "distribute" and
"provide" are often mentioned as equivalent to "supply". In the case of goods, the
elements of delivery and acceptance of delivery, whether pursﬁant to a contract or

not, have been suggested as essential ingredients of supply 3.

1. See Australian Guarantee Corp v Jennings (1981) 6 TPC 731; [1981] NSWLR
50.

2. In another context, the delivery of goods by way of gift has been held
to be a supply, and there seems to be no reason why this should not be
the case. under the Act (Graham v Sloan [1943] NZLR 292; see also Clarke
v _New Concept Import Services Pty Ltd [1981] ATPR 40~264.

3. Andoloro v Wyong Co-Operative Dairy Society Ltd [1965] NSWR 1121, see

- also Commonwealth v Sterling Nicholas Duty Free (1972) 46 ALJR 241.

Whether or not property in goods must pass to constitute supply outside

the specific transactions referred to in the definition is a difficult

question. Taperell, Vermeesch & Harland, Trade Practices and Consumer
Protection, 3rd Ed at [423] suggest that it must.
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"Goods"

34. Goods are defined in section 4 of the Act to include:-—

(a) ships, aircraft and other vehicles;
(b) animals, including fish;

(¢) minerals, trees and crops, whether on, under or attached to land
or not; and

(d) electricity and gas.

Generally, the word 'goods" is used to mean tangible, moveable personal property
such as furniture or motor cars as distinct from immoveable real property, and
intangible personal property such as debts, shares in companies, patents, trade
marks, copyright and rights of action. The definition of goods is not exhaustive
and includes all those things which would, apart from the definition, fall within

the meaning of the word. See Sutton, The Law of Sale of Goods, (2nd Ed)(1974), Law

Book Co, pp 34-8; Benjamin's Sale of Goods (2nd Ed),(1981) Sweet and Maxwell,
paras.76-132).

""Services"

35. Services is defined in section 4 of the Act as including:

«+. any rights (including rights in relation to, and interests in,
real or personal property), benefits, privileges or facilities that
are, or are to be, provided, granted or conferred in trade or commerce,
and without limiting the generality of the foreoging, includes the
rights, benefits, privileges or facilities that are, or are to be,
provided, granted or conferred under-

(a) a contract for or in relation to -

(i) the performance of work (including work of a professional
nature), whether with or without the supply of goods;

(ii)  the provision of, or of the use of or enjoyment of facil-
ities for, amusement, entertainment, recreation or instruc-—
tion; or

(iii) the conferring of rights, benefits or privileges for which
remuneration is payable in the form of a royalty, tribute,
levy or similar exaction;

(b) a contract of insurance;

(c) a contract between a banker and a customer of the banker entered
into in the course of the carrying on by the banker of the
business of banking; or

(d) any contract for or in relation to the lending of moneys,

but does not include rights or benefits being the supply of geods or
the performance of work under a contract of service.
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Questions arise whether the mere payment of money is within it, or contractual
rights, especially in relation to the supply of goods. See Taperell, Vermeesch &

Harland, Trade Practices and Consumer Protection, 3rd Ed at [1322]; cf Donald &

Heydon, Trade Practices Law, (1978) Vol.2, pages at [12.2.2].

Contravention of Section 53 and Point of Sale

36. Because of the width in the first part of Section 53, there may be a
contravention of Section 53 in connection with the supply or possible supply of

goods or services if an offending statement is made prior to point of sale or the
making of any contract in relation to the supply of goods or services. The
contravention is complete as soon as the statement is made. Consequently it is
irrelevant that .no one is in fact deceived because the statement is corrected prior
’to a subsequent contract being made or that the person to whom a statement is made
decides not to contract at all. Furthermore the contravention may continue once the
misrepresentation is made even after it is corrected, until it exhausts itself (see

R v Thomson Holidays Ltd [1974] QB 592; Riley McKay Pty Ltd_v Bannerman (1977) 15

ALR 561 per Bowen CJ at 570)2. The phrase '"the promotion by any means" of the
supply of goods or services indicates that a statement made in any form of
advertising material will suffice, even though the corporation may not itself
supply the goods or services (it may be a company related to the supplier), or
makes the statement by way of general promotion without presently offering that
product for sale. Likewise a manufacturer which advertises in a newspaper goods or
services which it does not itself supply direct to the public will be caught‘..1
Consequently the problems of causation which have arisen in determining whether
section 52 has been contravened (see paras 14 to 21 above) are much less likely to

arise, if at all, in relation to section 53.

1. See generally Mansard Developments Pty Ltd v Sackville [1981] ATPR
401-225 at 43,225 per curiam; Videon v Barry Burroughs Pty Ltd (1982) 37
ALR 365 at 383-4 per Fisher J.). Where promotional literature is sent by
a distributor to a dealer who sells the distributor's product, s.53 may
be infringed even if there is no evidence of that literature having been
distributed to potential purchasers (see Larmer v Power Machinery Pty
Ltd (1977) 14 ALR 243; 2 TPC 31: see Taperell, Vermeesch & Harland,
Trade Practices and Consumer Protection, 3rd Ed. at [1336], [1443] and
[1614].

2. See Donald and Heydon, Trade Practices Law (1978), Vol 2, at [12.2.5].

37, There are also probléms of interpretation in Section 53 arising out of the
phrase '"false or misleading'", and in determining when a representation is made.

Reference should be made to Taperell, Vermeesch and Harland, Trade Practices and

Consumer Protection, 3rd Ed paragraphs [1451] to [1454]; Donald and Heydon, Trade
Practices Law (1978), Vol 2, at {12.2.3].
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Section 53(a)

38. Section 53(a) prohibits false representations "that goods are of a particular
standard, quality, grade, composition, style or model or have had a particular
history or particular previous use". This paragraph is primarily directed to false
representations, such as that goods are '"new" when they are second-hand, or that
goods comply with a standard when in fact they do not, which would not necessarily
fall within the class of misrepresentations traditionally covered by the action for
passing off. Nevertheless it may well be that some representations which would
found an action for passing off would also fall within paragraph (a): for instance

the representation in Spalding Bros v Gamage Ltd (1915) 32 RPC 273, 84 LJQ 449; to

the effect that the plaintiff's goods of one quality were goods of another quality.
The use of the word "particular" may cause some difficulties as it could be read as
suggesting that a generally recognized or specifically defined "standard, quality,
grade, composition, style or model" must be referred t§ in the relevant represent-—
ation. This has yet to be authoritatively determined. See Taperell, Vermeesch &
Harland, Trade Practices and Consumer Protection, 3rd Ed, [1456]. Donald and

Heydon, Trade Practices Law (1978) Vol 2, [12.3.1] at 581-590.

Section 53(c) and (d)

39. Section 53(c) and (d) however prohibit representations which include many
representations traditionally the subject of an action for passing off. These

paragraphs prohibit representations

“that goods or services have sponsorship approval performance character-
istics accessories uses or benefits they do not have;

... that the corporation has a sponsorship approval or affiliatiom it
does not have"

A false representation as to sponsorship would occur, for instance, where it is
falsely claimed that a course of lectures is sponsored by an educational or
professional body or that the claimant's product is being sponsored by a well-known

public personality. (See Henderson v Radio Corp Pty Ltd [1960] SR (NSW) 570). A

false representation that goods had been manufactured by a well-known company could
well be regarded as a representation as to "sponsorship" or "approval', but the
interpretation of the phrase so far in the decided cases indicates that the words
will be interpreted in a quite narrow sense. Although A may make a representation
which is likely to mislead or deceive some members of the public into believing
that there is a business association between A and B, A's conduct, while amounting
to a contravention of s.52, probably does not amount to a representation of

sponsorship or approval of A's products by B (Pinetrees Lodge Pty Ltd v Atlas

International Travel Pty Ltd (1981) 38 ALR 187; see also Franki J. in McDonald's

System of Australia Pty Ltd v McWilliam's Wines Pty Ltd (1979) 28 ALR 236; 5 TPC
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577. On appeal, (1980) 33 ALR 394; 6 TPC 480). It may be that in these -
circumstances A's conduct amounts to a representation of approval if he in some way
represents that his product is licensed by B or that B has given some form of

certification mark to the product (Weitmann v Katies Ltd (1977) 29 FLR 536; 2 TPC

329 at 336 per Franki J. Franki J. adhered to this view in the Big Mac Case (supra)
at 588. In United Telecasters Sydney Ltd v Pan Hotels International Pty Ltd (1978)

4 TPC 209 at 219 Franki J. considered that it may be questionable whether the word
"approval’ in para (c) embraces a mere revocable licence to use a trade name. For
instance a false representation by a repair company that it was authorized by a
manufacturer to repair appliances made by that manufacturer would infringe para-
graph (c). However, companies frequently advertlse in such a way as to suggest,
indirectly or by implication, that they are authorized repairers for certain makes
of appliances. In such cases the representation may well be misleading rather than
false and it may be necessary to rely on section 52.1

Paragraph (d) overlaps with paragraph (c) to some degree. 1f a corporation falsely
claims that it is spousored generally by another body such as a charitable
organization or a government department, it would be caught by paragraph (d), even )
if it made no such claim in respect of any specific goods or services provided by
it. So also if it falsely claimed that the corporation is a ‘subsidiary of or
otherwise affiliated with some other well-known company or organization. However,
if what is involved is the adoption of a corporate name or brand name which is
deceptivefy similar to, but not identical with, that of another, the claim is
probably as misleading rather than false and section 53 may not apply. Moreover
"affiliation" has been interpreted in a manner which would not apply in 'such
circumstances. In McDonald's System of Australia Pty Ltd v McWilliam's Wines Pty
Ltd ((1979) 28 ALR 236; 5 TPC 577 (on appeal see (1980) 33 ALR 394; 6 TPC 480))
Franki J. held that the type of affiliation to which para 53(d) refers is akin to

"sponsorship"” or "approval" and seems to require a positive link. In Pinetrees

Lodge Pty Ltd v Atlas International Travel Pty Ltd ((1981) 38 ALR 187) there was

conduct which was likely to mislead or deceive some members of the public into
believing that there was a business association between two companies, but Ellicott
J. held that such conduct contravened s.52 but did not amount to a representation

of affiliation. So in TEC & Thomas (Australia) Pty Ltd v Matsumiga Computer Co Pty

‘Led & Ors (1984) 2 IPR 81, the relief granted was based on Section 52. In that

case, the applicant was the exclusive distributor to the Australian market of Seiko -
c“o;nputers and computer ‘equipment which had been manufactured by members of the"
Japanese Hattori Seiko group. In August or September 1982 the applicant commenced
negotiations to appoint the first respondent, then known as Transnational Data
Systems Pty Ltd, as "Master Distributor' .of Seiko computers in Australia and New
Zealand. Although some distribution was performed, the relationship between the
parties deteriorated to the extent that on 7 June 1983 the distributorship was
determined. At about this time the second respondent registered the business names
Seiko Computers and Seikosha. On 21 October 1983 the fourth respondent issued a
press release concerned with the proposed sale by it of computers that replaced a
model which was marketed by the applicant. The computer concerned was not in fact

marketed by the applicant or by any other member of the Hattori Seiko group of
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companies. Late in Noveber an article appeared in "The Australian" newspaper in
which the fifth respondent was reported to have said that the first respondent was
the only organisation which had the right to sell computers under a Seiko lable.
Following the publication of this article, the applicant, by letter to the first
respondent, alleged breaches of section 52 of the Trade Practices Act and sought
certain undertakings which were not furnished. It was held that it is no defence to
a section 52 claim that the statement made was literally true as it can still be
misleading and deceptive. Thus the fact that business names were registered by the

respondents did not provide a defence. (Hornsby Building Information Centre Pty Ltd

v_Sydney Information Centre Ltd (1978) 140 CLR 215 per Stephen J. at 226 was

applied.) By use of the names Seiko Computers and the threatened use of the name
Seikosha in connection with the marketing of computer equipment which is not that
of the applicant, the corporate respondents have represented contrary to fact, that
a business or trade connection subsists between the applicant or the Hattori Seiko
group on the one hand and the corporate respondents. The fact that there is a time
lapse between the making of the false representation of a relevant connection
between the parties and their products and the actual point of sale, by which time
a misleading impression may have been corrected, does not prevent ‘such anterior

conduct breaching section 52.2

1. See also Vanfi (Aust) Pty Ltd v Novosonic Corp Pty Ltd (1984) 1 IPR
5 Sony KK v Saray Electronics (London) Ltd [1983] FSR 302; Greg Cotton
Motors Pty Ltd v Neil & Ross Neilson Pty Ltd (1984) 2 IPR 214; cf Sony
of Canada Ltd v Hi-Fi Express Inc. & Ors 138 DLR 662.

2. See Taco Co of Australia Inc. v Taco Bell Pty Ltd (1982) 42 ALR 177 at
197-9, applied. Parkdale Custome Built Furniture Pty Ltd v Puxu Pty Ltd
(1982) 42 ALR 1, was distinguished.

Section 53A

40. Section 53A of the Trade Practices Act should also be noted. It contains a
specific prohibition of representations corresponding to those defined in paragraph
(d) of section 53 "in connection with the sale or grant, or the possible sale or
grant, of an interest in land or in connection with the promotion by any means of
the sale or grant of an interest in land". (See Taperell, Vermeesch & Harland,

Trade Practices and Consumer Protection (3rd Ed) at pp 671-677; Miller, Annotated

Trade Practices Act (1983) at [53A/1] to [53A/3]; Donald and Heydon, Trade
Practices Law (1978) Vol 2, at [12.4.3] and [12.4.4].

Sections 55 and 554

41, Section 55 provides:
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A person shall not, in trade or commerce, engage in conduct that is
liable to mislead the public as to the nature, the manufacturing
process, the characteristics, the suitability for their purpose or the
quantity of any goods. ’

Section 55 is expressed to apply in general terms to "any person". Unlike the other
provisions of Pt V, it is not drafted in terms of conduct engaged in by a
corporation, and the provisions of s.6 providing for the additional operation of
the Act do not apply (Section 5 relating to conduct outside of Australia does,
however, apply.) In enacting section 55, Parliament is relying on the external
affairs power of the Constitution to overcome those constitutional limitations on
the legislative power of the Commonwealth Parliament which influenced the drafting
of the other provisions of the Act. For the history of section 55 and the
explanation of the peculiarities of its drafting, see Taperell, Vermeesch &

Harland, Trade Practices and Consumer Practices, 3rd Ed. [1487] to [1489], where

Section 55A 1is also discussed. The section which was inserted by the Trade

Practices Amendment Act, 1977, provides:

A corporation shall not, in trade or commerce, engage in conduct that
is liable to mislead the public as to the nature, the characteristics,
the suitability for their purpose or the quantity of any service.

See also Bannerman v Mildura Fruit Juices Pty Ltd (1984) ALR 369.

It may be that the express reference to 'the public' in sections 55 and 55A
confines the operation of those sections more narrowly than that of sections 52, 53

and 53A (see Donald and Heydon, Trade Pratices Law, (1978) Vol 2, at [12.5.1]).

Nevertheless, the external affairs power in paragraph 51(xxix) of the Constitution
has in recent years received a wide interpretation and the constitutional validity
of sections 55 and 55A is probably beyond a successful challenge. As the sections
may then apply to any natural person, as well as corporations, and are not
restricted by the limitations in that respect of sections 52, 53 and 53A (see para.
3 above) sections 55 and 55A may provide a basis for the development of a

'statutory tort' of unfair competition.

CLAIMS UNDER THE TRADE PRACTICES ACT AND ASSOCIATED MATTERS

Associated Matters

42. Jurisdiction is conferred on thé federal Court of Australia by various
provisions of the Trade Practices Act 1974 to herein determine claims and prosecu-
tions under the Act. See section 86. That jurisdiction is exclusive of the jurisdic-
tion of any other Court, other than the jurisdiction of the High Court under
Section 75 of the Constitution. See also Sections 163 and 163A of the Act. Section
32 of the Federal Court of Australia Act 1976 provides: ' ‘ )
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"To the extent that the constitution permits, jurisdiction is conferred
on the Court in respect of matters not otherwise within its jurisdic-
tion that are associated with matters in which the jurisdictions of the

Court is involved".

There has been considerable controversy and doubt as to the extent of
; 1 : .
jurisdiction of the Federal Court under section 32. This was reflected in

judgments of the High Court in Philip Morris Inc v Adam P Brown Male Fashions

the
the
Pty

Ltd; United States Surgical Corporation v Hospital Products International Pty

Ltd

(1981) 33 ALR 465, but the decision of the majority of the High Court in

the

subsequent case of Fencott v Mueller (1983) 46 ALR 41 has clarified considerably

the extent of that jurisdiction the joint judgment of the majority (Mason, Murphy,

Brennan and Deane, Jj. at 66 to 69 passim) contains a valuable discussion

statement of principle, which because of its importance, is set out in full:

and

"There was a clean differnence of opinion in Philip Moaris as zo the
meaning of "matter” in the context of s 76(iiJ. The magority view was
that a "matter” is a justiciable contnovensy which must either be
constituted by on must include a claim arising under a federal daw but
which may also include another cuase of action arising unden anothea
daw, provided it is attached to and i3 not severable from the formen
claim. The proposition that a matten may dinclude a cause of action
arising under a nonfederal law, though denied in the dissenting judg-
ments, is the nratio decidendi of Philip Mornis. Tt foldlows tht the
ambit of a matter anising undea a fedex Ellc law may extend beyond claims
which anise unden that daw on which are to be deteamined by nefenence
2o that daw alone. As Windeyer J said in Felton v Mulligan (124 CLR at
393): "The existence of fedeaal junisdiction depends upon the grant of
an authonity 2o adjudicate nathen than upon the law to be applied on
the subject of adjudication.”

Subject to any contrary provision made by fedenal law and subject to
the Limitation upon the capacu&y of non-federal daws to affect federal
counts, nonfedenal law is part of the asingle, composite body o,ﬁ daw
applicable alike to cases detemined in zthe exeacise of federal junis—
diction and %o cades detewmined in the exercise of non—liedexza;t Junisdic—
tion lcf Felton v Mulligan, at 392, 399).

It follows alao that, though the facts upon which a non-federal claim
anides do not wholly coincide with the facts upon which a federal claim
arises, it ia nevetheless possible that both may be aspects of a single
matten anising undern a federal daw."

coe

"Penhaps it is not posaible to devide so precise a fowmula that its
application to the facts of any controvensy would detewmine accurately
what claims are disparate and what claims are not. Whatever foamula be
adopted as a guide -- and zhe fowmula of "common #trandactions and
facts" is a sound guide for the purpose -- it must result in leaving
outside the ambit of a matten a "completely disparate claim constitut-
ing in substance a 4separate proceeding” (per Bamwwvick CJ in Felton v
Mulli at 373), @ non-federal matten which is "completely “separate

/t,ur.ot Lrom the matten which attracted federal junisdiction (pen
Munphy J in Philip Moanis, at 512) on "some distinct and unnedated
non—federal claim” [per Siephen, Mason, Aickin and Wilson JJ in Moor-
gate Tobacco (31 ALR) at 174).

Claims which are described by these on similan phrases cannot be
detemined by exercise of the judicial powen neferred to in 4.71 of the
Constitution, fon that power can be exeacised ondy 2o deteamine those
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mattens in which federal jurnisdiction is on can be confewred under Ch
797 of the Constitution. Forn pnecisely this neadon, howeven, it 4is
necessany o atiribute o "matier" in 4s 75 and 76 of the Constitution
a connotation which does not deny %o federal judicial powen its paimany
characten: that is, the powern of a 4sovereign authonity "to decide
contrnovernsies between its subjects, on between itself and its subjects,
whethen the nights nelate to life, diberty on property” (per Griftin CJ
in Huddart, Parker & Co Pty Litd v Moorechead (1980) 8 CL? 330 az 357).
The unique and essential Function of the judical powen is the quelling
of such controversies by ascentainment of the facts, by application of.
the law and by exercise, where appropriate, of judicial discaetion. In
didentifying a 4.76(ii) matten, it would be ermroneows o exclude a
substantial part of what is in tauth a single justiciable controversy
and thereby to preclude the exercise of judical powen to detenmine the
whole of that contwversy. What is and what is not part of the one
controvensy depends on what the parties have done, the nelationships
between o among them and the laws which attach nights on liabilities
Zo thein . conduct and relationships. The scope of a controversy which
conatitutes a matten is not asceniained merely by nefernence to the pro-
ceedings which a party may institute, but may be illuminated by the
conduct of those proceedings and especially by the pleadings in which
the issues in controvernsy are defined and the claims fon relief are set
out. But in the end, it is a matter of impression and of practical
Judgment whether a non-federal claim and a federal claim joined in the
proceedings are within the scope of one cornitroversy and thus within zthe
ambit of a matiten.”

"However, a federal judicial powern is atéracted to the whole of a
contnovensy only if the federal claim ia a substantiael aspect of that
controversy. A federal claim which is a trivial on insubstantial aspect
of Zhe controversy must, of counse, itself be nesodved in federal junis-
diction, but it would be neithen appropriate non convenient in such a
cade to iranslate o federal junisdiction ihe detewnination of ithe
substantial aspects of the controversy from the jurisdiction o which
they ane 4aubject in onden #o detemmine the trivial on insubstantial
Lederal aspect. Again,: impression and practicael judgment must deteamine
whethen it is appropriate and convenient that zhe whole controvensy be
determined -by the exencise of federal judicial powen.”

While there may be considerable scope for the joining of proceedings for infringe-
ment of trade marks, copyright or registered designs as matters associated within
the meaning of section 32 with matters properly within the original jurisdiction of

the Federal Cour:t,2 such as claims for breaches of sections 52, 53 and 55 of the

Trade Practices Act, 1974, cases in which proceedings for infringement of a patent

or concerning the validity of a patent might qualify as associated matters are more
difficult to imagine. However, false representations- concerning the character or
quality of goods, espeéially, could conceivably depend upon facts which would
enable the Federal Court to determine an associated matter of patent infringement,
with its necessarily related question-of validity, within the principles enunciated
by the majority of the High Court in Fencott v Muller (supra); and proceedings in
respect of threats, under section 121 of the Patents Act, 1952 may well involve
conduct or representations contravening sections 52, 53 or 55 of the Trade
Practices Act. Nevertheless, a plaintiff should consider carefully whether or not
proceedings for infringement of a patent or concerning its validity, or in relation

to threats should be joined as an associated matter to proceedings for other claims
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commenced in the Federal Court, as a defendant may thereby be enabled to delay or
avoid determination of the claim against him by objections to jurisdiction, and by

_the taking of appeals from any finding of jurisdiction.

\

1. See Street, CJ, (1978) 52 ALJ 434; Rogers, J (1980) 54 ALJ 258; Bowen,
CJ (1979) 53 ALJ 806; WMC Gummow, (1979) 10 Federal Law Review 211; PH
Lane, (1980) 54 ALJ 11; Adamson v West Perth Football Club (1979) 27 ALR
475; Rolls Royce Motors Ltd v DIA (Engineering) Pty Ltd (1981) ALR H
50 FLR 340.

2. See eg Fire Nymph Products v Jalco Products (1984) 1 IPR 79; HTX
International Pty Ltd v Semco Pty Ltd (1983) 1 IPR 403; (1983) ATPR
40-396.

Change of venue — forum conveniens

43, The Federal Court may, on the application of a party or of its own motion
change the venue for the hearing of proceedings from '"the proper place'" (the
capital city where the initiating process was filed) to another place (section 6
Federal Court of Australia Act 1976) or the Court may at any stage of a proceeding
direct that the proceeding or part of the proceeding be conducted or continued at a
place specified in the order, subject to such conditions (if any) as the Court
imposes (section 48). In so doing, the Court will, presumably, have regard to what
is the forum conveniens, taking into account the '"material' nature and extent of
rights in respect of a patent, the place of the act of infringement, the residence
of the parties, the personal convenience and expense of the parties and their
witnesses, and whether trial in another prescribed court is generally more conven-
1’.ent:.1 But if a plaintiff is resident in the jurisdiction in which he brings

proceedings, it may be difficult to obtain a transfer of these proceedings.2

1. cf Gleeson v Williamson (1972) 46 ALJR 677; and cases declining equit-
able relief on the ground of forum non conveniens: Helicopter Utilities
Pty Ltd v australian National Airlines Commission [1962] NSWR 947;
Mills v Mills (1938) 60 CLR 150 at 181; Dryden v Dryden (1918) 4 VLR
(E) 202; and the circumstances in which an action will be stayed
against a foreign defendant, and where two actions are pending. McClell-
and J. in United States Surgical Corporation v Hospital Products
International Pty Limited (unreported) ordered a stay of proceedings in
NSW in view of similar proceedings between the same parties in United
States courts. See Ritchie, Supreme Court Procedure, NSW, para 15.26.4;
Williams Supreme Court Practice (Victoria) (2nd Ed) paras 25.4.8 - 10
where the cases are collected.

2. See the Lyndsay Edmonds Case (Supreme Court of New South Wales, 2815 of
1979, 1 Nov 1979, Helsham CJ in Eq, unreported), applied by Fullagar, J
in Commonwealth Industrial Gases Ltd v Liquid Air (WA) Pty Ltd (1
December 1981, Supreme Court of Victoria, unreported).

44, On some occasions the parties to proceedings have each commenced proceedings

in separate courts. The jurisdiction of prescribed courts in matters relating to
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infringement of copyright and registered trade marks, patents, designs and passing
off enable proceedings to be commenced in those courts baseéd upon facts which an
opposing party- often alleges constitute contraventions of Sections 52 and 53 of the
Trade Practices Act, 1974. If a party subsequently commences proceedings in the
Federal Court of Australia relying essentially upon the same facts in relation to
which proceedings have been commenced in the Supreme Court of a State or Territory,
the question then arises when and in what circumstances will the proceedings in
either Court be stayed. This question received consideration in L Grollo Darwin

Management Pty Ltd v Victor Plaster Products Pty Ltd (1978) 4 TPGC 1 where the Full

Court held that proceedings previously commenced in the Supreme Court of the
Northern Territory should proceed to trial before the Federal Court proceedings.
Apart from the fact that the Supreme Court proceedings were commenced first, they
were uncomplicated, the issues were clear and the determination of the action was
likely to have a decisive effect on the total litigation. Moreover, the Federal
Court proceedings were complex and likely to be the subject of delays, and there
was no certainty that the applicant would suceed in amending its statement of claim
as it was seeking to do. In the interests of justice, it was within the
jurisdiction of the Court to so exercise its discretion. However, the Full Court
held that the hearing should only be stayed pending the outcome of the Supreme
Court proceedings (see also Hughes Motor Service Pty Ltd v Wang Computer Pty Ltd
(1978) 4 TPC 290; cf Muller v Fencott (1981) ATPR 40-251 and Yorke v Treasureway

Stores Pty Ltd (1981) ATPR 40-265, where stays of Federal Court proceedings were
not granted). In an appropriate case the Federal Court could order that proceedings
in a State Court be stayed either permanently or until the proceedings in the
Federal Court have been decided (Brown v Jam Factory (1981) 35 ALR 79; St Justins
Properties v Rule Holdings (1980) 5 TPC 602).

REMEDIES

45. The Trade Practices Act confers on the Federal Court, in relation to a
contravention of its provisions, power to grant an injunction, whether final or
interlocutory (Section 80) and damages (Section 82). It is not the purpose of this
paper to discuss in detail the provisions of the Act governing the power of the
court to grant remedies in the case of contravention of those provisions, and
reference should be made to the standard works (Taperell, Vermeesch & Harland,

Trade Practices and Consumer Protection, 3rd Ed, Chapter 16; Donald and Heydon,

Trade Practices Law, (1978) Vol.2 Chapter 18.) It should however be noted that some

of the principles relating to the grant of injunctions whether final or inter-

locutory (see Meagher, Gummow & Lehane, Equity - Doctrines and Remedies, (2nd Ed)

Chapter 21 pp. 508 to 590; Spry, Equitable Remedies, (3rd Ed Chapter 4) are
considerably modified by sub-section (4) and (5) of Section 80 of the Trade

Practices Act which provide:
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(4) The power of the Court to grant an injunction restraining a person
from engaging in conduct may be exercised-

(a) whether or not it appears to the Court that the person
intends to engage again, or to continue to engage, in conduct
of that kind;

(b) whether or not the person has previously engaged in conduct
of that kind; and

(c) whether or not there is an imminent danger of substantial
damage to any person if the first- mentioned person engages
in conduct of that kind.

(5) The power of the Court to grant an injunction requiring a person
to do an act or thing may be exercised-

(a) whether or not it appears to the GCourt that the person
intends to refuse or fail again, or to continue to refuse or
fail, to do that act or thing;

(b) whether or not the person has previously refused or failed to
do that act or thing; and

(c) whether or not there is an imminent danger of substantial
damage to any person if the firstmentioned person refused or
fails to do that act or thing.

(6) Where the Minister or the Commission makes an application to the
Court for the grant of an injunction under this section, the Court
shall not require the applicant or any other person, as a condi-
tion of granting an interim injunction, to give any undertakings
as to damages.

(7) Where-
(a) in a case to which sub-section 6. does not apply the Court
would, but for this sub-section, require a person to give an
undertaking as to damages or costs; and

(b) the Minister gives the undertaking,

the Court shall accept the undertaking by the Minister and shall
not require a further undertaking from any other person.

It should also be noted that there is conferred on the Federal Court by Section 87
of the Act power to make a large number of orders of a kind which could not be made

under the general 1law. See Taperell Vermeesch & Harland, Trade Practices and

Consumer Protection, 3rd Ed at pp.790-793, paras.[1649]-[1651]. While under Section

80A of the Act, the court can order a party to disclose information or publish
advertisements upon the application of the Trade Practices Commission, it is
possible that Section 87 may encompass orders which in effect compel corrective
advertising. This matter remains, however, to be determined. See Hanimex Pty Ltd v
Kodak (Australia) Pty Ltd (1982) 1 TPR 1; (1982) ATPR 43, 593.
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Damages under the Trade Practices Act

46. In Frith v Gold Coast Mineral Springs (1982-83) 47 ALR 547, a claim by a

purchaser of a business for damages based on misleading conduct of the vendor and
the real estate agent involved in the sale, Fitzgerald J. reviewed the authorities
which had considered the award of damages under Section 52 and Section 53 of the
Trade Practices Act, referring particularly to the authorities dealing with the
measure of damages in deceit, and for negligent misstatement, and (at 565-6) made

the following observations:

"Simidardy, in my opinion, whilst common law aules as to the measune of
damages in tont may, in appropriate circumstances, provide a useful guide, no
Justitication exists for conlining the damages which are nrecoverable under
4482 and 87 of zthe Act by neference to common law tests. The only dimitations
which exist in proceedings unden the Act are those expressed on inherent in
the atatutony provisions themselves.

Tt seems plain zthat the statutony nright to damages now under consideration
denves a widern punpose and is dintended Zo have a brvader ambit zthan the
common daw actions of ztoat on negligent misstatement. Therne is no indication
of a degislative intention that the nelevant common daw aules should be finst
discovered, the neasons that led zo theirn development, undernsitood, and then
that they should be adopted on adapted consistently with the policy of the
Act, before the count performs its duty of assessing the amount to which
applicants are entitled unden the Act. Jt seems an anid exencise to enter
upon such problems when what is in question is a claim founded on the Act.
Particulanly is this s0, where, as in the case of deceit, there is scope for
at least a degree of uncentainty as to what is the appropriate measune of
damages.

The broad Ata,temen/t of the appropriate measure of damages in deceit which was
adopted in Dolby's case, supra, acconds with the statutony zest, if, as J
hink, applicants who eatablish a cause of action unden the Act are entitled
to those losses which are the immediate nesult of the offending conduct and
also to consequential dosses if sufficiently direct. Jt is on that footing
zhat I proceed in this case.

There is a funthern matter to be kept in mind in some cases, and this is one,
in which damages arne sought unden the Act. A purchase of propeaty may be one
“element in a course of conduct which is embarked upon in neliance on conduct
which is misdeading on deceptive on Ldzo,(,y 2o mislead on deceive. The
statutony entitlement to compensation is not nestricted to losses involved
in the single element constituted by the inansaction of punchase. Applicants
fon nelief under the Act ane entitled %o have each act on omission shown %o
have been itaken in neliance upon offending conduct considened for the puapose
of a detemmination of whether they thereby suffered loss on damage.

In my opinion, therefore, inrespective of how the applicants’' damages might
have been calculated had theirn claim been made and pressed in deceit, it is
appropriate, in the detewmination in these proceedings of the damages %o
which they are entitled unden the Act, menely o seek to identify what were
the immediate and what were the direct consequential losses sustained by the
applicants by the conduct of the nespondent. The opernation of that test will,
~as in all cases, depend on the cincumstances. Particularly perhaps whene
damages claimed nelate to alleged consequential losses, care is needed to be

satistied zhat there is a aufficient causal connection and not a mere
Lodlowing on between the offending conduct of the respondents on the one hand
and, on the other hand, the dosses of an applicant and that the chain of
causation has not been broken by some conduct on event. Fon that purpose,
investigation will ofen be needed of the relationship between the offending
conduct of a nespondent, the act on omissions of an applicant which are said
o have been taken a4 a nesult and which are alleged %o have been productive
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of doss, and the loss which i4 said to have occunmred in consequence.
Commondy, and this case is a prime example, the evidence will be domething
dess than comprehensivek and detailed. While in 4some cases, precise calcula-
tion may be necessary on possible, in circumstances such as the present,
aften the genenal process of nreasoning has been exposed, the tinal step
necessanidy invodves a bavad subjective estimaie.”

Reference should also be made to Hellyer Drilling Co v MacDonald Hamilton & Co Pty
Ltd (1983) 51 ALR 177; TN Lucas Pty Ltd v Centrepoint Freeholds Pty Ltd (1984) 52

ALR 467. In the former case, Fitzgerald J. remarked that damages under Section 82
of the Act could include damages caused by a reasonable step taken by an applicant
in an attempt to mitigate damages; and further, that damages could be diminished by

an unreasonable failure to mitigate.

Aiding and Abetting

47, Section 75B of the Trade Practices Act, 1974 provides as follows:

75B. A reference in this Part to a person involved in a contravention of a
provision of Part IV or V shall be read as a reference to a person who-

(a) has aided, abetted, counselled or procured the contravention;

(b) has induced, whether by threats or promises or otherwise, the
contravention;

(c) has been in any way, directly or indirectly, knowingly concerned
" in, or party to, the contravention; or

(d) has conspired with others to effect the contravention.

In. Yorke v Lucas (1983) 49 ALR 672 the Full Federal Court held that a person is not
"involved" in a contravention within the meaning of Section 75B unless he asserts
to or concurs in the conduct which constitutes the contravention. In Sent v Jet

Corporation of Australia Pty Limited (1984) 54 ALR 237, the Full Federal Court

further held that to be "involved" within the meaning of Section 75B, it is

necessary not only that the person alleged to be so involved should know that a
party proposed to engage in such conduct, but that he should in some positive way
be associated with it. "Involvement'" then may not be much different from "aiding
and abetting'. In Yorke v Lucas (supra) the Full Federal Court considered relevant
authorities on "aiding and abetting" and concluded that a person cannot be convict-
ed of aiding and abetting a contravention of the Act unless he knew the essential
facts which must be proved to show that a contravention had been committed. The
Court added, however, that knowledge included deemed knowledge of facts to which a
person shuts his eyes, but not constructed knowledge of facts which should (query
reasonably) have been foreseen or of actions which should (query reasonably) have
been prevented. The Court further held that for the purpose of Section 75B(c), to
be a '"party to a contravention'" required the defendant's participation in the

contravention with some mental element, and that generally an "involvement' in the
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contravention other than innocently was necessary for liability under Section 75B.
The words 'party to a contravention" in Section 75B(c) necessarily connoted, in the
. Court's view, that a person assents to or concurs in the conduct which constitutes

the contravention.

SECTION 52 AND DEFAMATION

48. In Global Sportsman Pty Limited v Mirror Newspapers Limited (1984) 55 ALR 25,

the Full Federal Court held that the publication of statements, including state-
ments of opinion, made in the ordinary course of the publication of news in those
parts of a newspaper which are not advertising material can be conduct which is
misleading or deceptive or likely to mislead or deceive within the meaning of
Section 52(1) of the Trade Practices Act. The Court held that material which is
defamatory does mnot fall outside the operation of Section 52(1) of the Act merely
for the reason that it is defamatory, nor is it brought within the operation of
that section by reason only that it is defamatory. However, the Court made the

following observations:

(a) The publication of incorrect information may constitute conduct falling within

Section 52(1), but only if the conduct contains or conveys a misrepresentation.

(b) An expression of opinion which is identifiable as such and which conveys no
‘ more than that the opinion expressed is held and perhaps the basis for the

opinion, misrepresents nothing, however erroneous the opinion may be.

(c) It is the conduct of a corporation which must be misleading or deceptive or
likely to mislead or deceive; and the error or misconception must result from
conduct of the corporation and not from circumstances for which the corpora-

tion is not responsible.

The decision of the Full Court was consistent with the earlier decision of the Full

Court in Universal Telecasters (Qld) Limited v Guthrie (1978) 18 ALR 531. However

by an amendment to the Trade Practices Act on 25 October 1984, provision was made
for the limited application of the provisions of the Act relating to misleading or
deceptive conduct or the making of certain false statements (Sections 52, 53, 534,
55, 55A and 59) to publications by "information providers" which are defined as
persons who carry on 'the business of providing information, including a licensed
television or radio station, the Australian Broadcasting Corporation and the
Special Broadcasting Service". It was provided that the prohibitions in those
sections will apply only to publications by information providers of advertisements
or of certain matters relating to the supply or sale (or promotion thereof) of
goods, services or land interests. The latter type of publications will be subject
to the prohibitions if they relate to goods or services or land interests of a kind

supplied by the information provider, or the publications were made on behalf of a
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person who supplies goods or services or land interests of that kind.

UNFAIR COMPETITION AND THE TRADE PRACTICES ACT

49, In Moorgate Tobacco Co Ltd v Philip Morris Ltd (22 November 1984 -

unreported) the Full High Court of Australia unanimously rejected the existence, in
Australia, of a '"general action for unfair competition or unfair trading'. Deane J.
in the principal judgment, with which all other members of the Court concurred,

concluded an examination of the relevant authorities with the following remarks:

"The refection of a general action for "unfain competition” on "unfain
trading” does not invodve a denial of the desingbility of adopting a flexible
approach to traditional forms of action when such an approach is necedsany to
adapit them to meet new situations and circumstances. It has not, fon example,
prevented the adaption of the traditional doctrine of padsing off to meet new
cincumastances invodving the deceptive on confusing wse of named, descriptive
teams on othen indicia 2o persuade punchasens on customens to believe that
goods on 4seavices have an association, quality oa endonsement which belongs
on would belong 2o goods on seavices of, on associated with, anothen oa
others (see, e.g., Warwnink v Townend & Sons, at p.739%f; Hendeason v Radio
Conponation Pty Litd T7960] 60 SR (NSW] 576]. The aejction of a general action
fon "unfaln competition” invodves no mone than a necognition of the fact that
the exidtence of such an action is inconsistent with the established Limita
of the traditional and statutony causes of action which are available o a
traden in nespect of damage caused on zthreatened by a competiton. Those
Limits, which deline the boundary between the area of legal on eqtu,table
restraint and protection and the arnea of untramelled competition, increas—
ingly neflect what the nesponsible Parliament on Parliaments have determined
to be the appropriate balance between competing claims and policies. Neither
degal principle non social utility requines on warnants the obliteration of
that boundany by the impontation of a cause of action whode main characten-
latic is the ascope it allows, unden high-sounding generaligations, fLoa
Judicial indulgence of idiosyncratic notions of what is fain in the market
place.”

The decision of the High Court in the Moorgate Case (supra) was consistent with the
refusal of the Judicial Committee of the Privy Council in Cadbury Schweppes Pty Ltd
v _Pub Squash Co Pty Ltd (1980) 32 ALR 387; {1981] RPC 429 to decline to examine the

possiblity of the existence of any such remedy. cf Victoria Park Racing and

Recreation Grounds Co Ltd v Taylor (1937) 58 CLR 479; Hexagon Pty Ltd v Australian

Broadcasting Commission (1975) 7 ALR 233. The question remains whether the Consumer

Protection Provisions of the Trade Practices Act, and in particular Sections 52 and
53, can and should be developed to provide greater relief than is possible in

passing off (see paragraph 14 above).

50. I have not been able to obtain, so far, a copy of any Competition Bill for
New Zealand, which, I understand, officially does not exist, but I hope that the
outline of the law in Australia may provide a useful basis for comparison with any

proposed New Zealand legislation, once it materialises.
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