
	Passing Off Guidance Notes


1 Introduction

The action for passing off is based upon the principle that, “A man is not to sell his own goods under the pretence that they are the goods of another man”.  This results in an action that can be very useful in preventing other businesses from taking unfair advantage of your good name and, particularly in light of modern extensions to the action, offers considerable protection for more than just goods.  Passing off can now protect your name and your “get-up”, and can address misrepresentations relating not only to the origin of products or services but also to those concerning their quality and beyond to misrepresentations of association and licensing.

2 The Ingredients: The Classic Trinity

Passing off, unlike an action for the infringement of a registered trade mark, is not a statutory remedy — there is no prescribed action written in law.  Instead, it is an action that has been developed over the years by the courts.  Passing off is itself a “tort” — defined as a wrongful act or infringement of a right that results in legal liability.  This gives the action an inherent flexibility but can also mean that actions can become more complex.  This guide is designed to explain passing off and to give a useful indication of what to expect and what to look out for should you choose to take such an action against another party.

	Passing off consists of three main elements, known as the “classic trinity”.  These are:


•
Goodwill belonging to the claimant;


•
Misrepresentation made by the defendant; and


•
Damage to the claimant’s goodwill resulting from the misrepresentation.

We will consider each element in turn below.


2.1 Goodwill

“The benefit and advantage of the good name, reputation, and connection of a business.  It is the attractive force which brings in custom.”

Goodwill is the magnetism that brings in custom.  Importantly, it is also often something which distinguishes a new business from an established one — the former having generally not had the opportunity to accumulate it yet.  As for the period considered by the courts within which the claimant must have accumulated goodwill, this will generally be all time up to the date on which the alleged infringing activity (i.e., the passing off) begins and will have been generated by all use of the name, logo, get-up and so forth up to that point.

Although not tangible, goodwill is a form of property and as such can be transferred like any other property, for example, by assignment, under a will or intestacy, or by operation of the law.

2.1.1 Goodwill in Names, Logos, Get-Up

The focus of goodwill is often a name or logo.  It can, however, relate to many things such as packaging, advertising style, trade dress, or get-up.  Unlike a trade mark, then, passing off can protect the overall goodwill of your business rather than individual marks.  If one trader uses another’s name in such a way that it is calculated to deceive the public, thus causing confusion and diverted custom, this is likely to provide a sound basis for a passing off action.  Indeed it is not even necessary to pass oneself off as another business entirely — even giving the misleading impression that the business is in some way connected with the other (for example, as a branch or division), may be sufficient for a passing off action to succeed.

Goodwill can be acquired even in descriptive terms; however the term must have acquired a secondary meaning before the courts will accept that a trader has goodwill in it.  This is thus a high barrier to pass, and with good reason — it avoids common terms that should be free for anyone to use from being monopolised by individual traders.  The opposite may also happen, with distinctive names becoming generic: Have you used your Hoover to clean the Linoleum recently?

If your packaging, trade dress, or get-up is particularly distinctive it may be possible to acquire goodwill in it.  If it can be shown that the public recognise your goods or services in this way, the courts may accept that goodwill subsists in it.  A prime example is the famous Jif Lemon.  Often it will be the case that the “infringing” trader puts their own name and/or logo on the product.  This will not necessarily rule out a successful passing off action, however.  The infringer need not copy the product’s get-up in its entirety provided that the part or parts that have been copied are those which lead the public to associate the original product with the aggrieved trader.  As a general rule, the stronger the similarity, the stronger the case for passing off will likely be.  If a new product only appears to draw inspiration from the original, however, the ingredients for a successful passing off action (particularly misrepresentation) may not be present.

As for advertising style, while we have included it in the list of things in which goodwill may subsist, it is important to note that this is in principle only and that in practice it will be difficult to demonstrate that the public associate a particular style of advertising with a particular trader.  Certainly we would expect that most SMEs would have considerably more difficulty in this regard than, say, Virgin or Apple, and even in those examples, it may be difficult to demonstrate sufficient goodwill.

2.1.2 Building Up Goodwill

In order to build up goodwill, one must be a trader.  The definition of trader, however, is very wide.  Thus, authors, performers, celebrities, charities, and unincorporated organisations are all examples of “traders” from a passing off point of view.

Generally speaking, goodwill will only begin accumulating once trading has begun; however there may be some situations in which major pre-launch publicity has some effect.  In most instances, however, this effect will only be such that goodwill builds up more rapidly once trading begins.

Goodwill may also remain for some time after trading has ceased.  Whilst goodwill will begin to decline when trading ceases, reputation can keep it alive for some time.  Clearly, therefore, the greater the extent of one’s goodwill, the more established one’s reputation, the longer goodwill will last.  There must, however, be evidence of intent to resume trading at some future point.  This is particularly useful in situations where a business changes hands or closes temporarily for some reason.

A related issue is that of residual goodwill.  What happens if a business decides to rebrand either itself, its products and/or its services?  In the event of a dispute it will be for the court to decide whether that business has abandoned the goodwill or whether it continues to be (as described above) the attractive force bringing in custom.  Goodwill will not disappear immediately, but it is reasonably safe to assume that, in the absence of the ongoing use of a particular mark or an intention to use it again in the future, a trader will not be entitled to protect that mark indefinitely.

2.1.3 Location, Location, Location

While a trade mark applies throughout the UK (or more broadly if it is so registered) regardless of the locale of a trader’s business, this is not necessarily the case with goodwill in passing off actions.  Some businesses may indeed trade across the country and thus have nation-wide goodwill.  Businesses that are confined to particular locales, however, may find that their goodwill is more confined.  A business that has been trading for 30 years under a particular name in Plymouth may have a well-established reputation and goodwill in the local area, but that would be unlikely to entitle that business from preventing another trader from using the same name in Nottingham, for example.  (We must emphasise again that this rule applies only in the context of passing off, not to registered trade marks.)

It should also be noted that the physical place of business is not necessarily of primary importance — it is the reach of that business and the location of its customers that is more important.  If the aforementioned Plymouth-based trader sold goods online to customers throughout the UK, it would arguably have a better chance of demonstrating goodwill in a broader geographical area extending beyond its physical locale.

The geographically limited nature of passing off is both a benefit and a hazard.  It enables traders to use names more freely, but it also underscores the potential importance of registering a business name as a trade mark if stronger and more widespread protection is desired.

2.1.4 Ownership of Goodwill

Goodwill will often be owned by a single business, but this does not have to be the case.  You may, for example, share goodwill with other members of a group of businesses.  The shared goodwill may, for example, be in a name or in a feature of a product that multiple businesses have in common.  The examples below provide some guidance as to who will normally own the goodwill in common business situations.  Note that these are general rules only and that, in the event of a dispute, each case will be assessed individually on the facts.

	Who owns the goodwill (generally speaking)?

· Employer / Employee: Generally speaking, it is the business as a whole, not individual employees that will own goodwill.

· Manufacturer / Trader: Generally speaking, it is the trader that accumulates and owns the goodwill (unless, for example, the manufacturer is held out as the sole source of the goods);

· Foreign Business / Local Representative: Generally speaking, this will depend upon who customers recognise as being the source of the products or services;

· Writer / Publisher: Generally speaking, the author not the publisher or employer will be the owner of the goodwill.


Clarity and forward-planning are vital in situations involving shared goodwill.  Complications can arise in situations where the ownership is less clear, for example, situations involving subsidiaries, agents, distributors or licensees.  It is therefore important to ensure that in such situations the ownership of goodwill is established at the beginning of a business relationship using, for example, an express term in a contract.

	In the absence of express provisions, it will be for the courts to determine the ownership of goodwill in the event of a conflict.  Factors which may be taken into account include:

· Whether the products or services are purchased on the strength of the reputation of a particular, identifiable trader;

· Who the public perceives to be responsible for the character, attributes or quality of the products or services;

· Who the public would blame if the products or services were flawed;

· Who is actually responsible for the character, attributes or quality of the products or services; and

· The support that a particular trader has for their claim that they own the goodwill in question.


Shared goodwill can also take the form of “collective goodwill”.  Collective goodwill is common in situations where multiple traders exist within a particular class, all of whom use a particular mark to denote their membership of that class.  Popular examples include Champagne and Swiss Chocolate.  If a business is not in fact a member of a class, great care should be taken to avoid making any representations that they are.  To further illustrate using the Champagne example, a producer of sparkling wine based in Devon would not be permitted to call their product “West Country Champagne”.  Only producers of sparkling wine from the Champagne region of France may use the mark “Champagne”.

Goodwill, then, is a valuable business asset — as much as a piece of tangible property — but it is not without limits and should be viewed and handled accordingly.  As a general rule, actual trading is needed both to create it and to maintain it and in cases where it is to be shared with other businesses, just as with shared tangible property, care should be taken to establish the parameters of that ownership in clear terms.

2.2 Misrepresentation

This, the second requirement for a successful passing off action, at one time only referred to the source of products or services.  Now, however, misrepresentations regarding the quality of products or services or regarding connections with other traders are also important in the context of passing off.  Nevertheless, source misrepresentation, as it is commonly known, remains perhaps the most relevant form.

	Examples of misrepresentation include:

· Classic Source Misrepresentation: misleading the public into believing that another trader is the source of products or services, taking advantage of that trader’s reputation.

· Quality: particularly relevant in parallel import scenarios where seemingly identical products may be manufactured to a lower standard for foreign markets.  This can also be relevant in situations such as those mentioned above in the context of collective goodwill — manufacturing goods using inferior ingredients or from outside of a particular region but still using the name or mark associated with a particular quality or region.

· Control: this may occur when one trader’s conduct suggests that another trader has some kind of control or responsibility over their products or services.  Note, however, that the mere suggestion of a connection with another trader may not amount to passing off — it must be such that it appears to the public that one party is responsible for the quality of another’s products or services.


Misrepresentations may be obvious — such as the situation in which one trader falsely represents that their goods are those of another — but in some cases they may not be express.  Misrepresentation may be implied, for example, where a trader uses marks with their products or services that are similar to those marks used by another.

Misrepresentation doesn’t always need to entail one party misrepresenting their products or services as being those of another.  Passing off can also entail the reverse: one party misrepresenting someone else’s products or services as being theirs.

2.2.1 Does Misrepresentation Have To Be Deliberate?

No.  It is important to note that state of mind is irrelevant.  A misrepresentation can be perfectly innocent but still be the subject of a passing off action.  True statements can constitute misrepresentations; even using your own name.

It is the consequences of a trader’s actions that matter, in particular, their effect on the public.  Great care, then, is required when using names, marks and get-up in business to ensure that it does not (whether mistakenly or deliberately) too closely mimic that of another business.  Practical steps may be taken to avoid such eventualities.  For example, if your name is “Jones” and you wish to open a hardware store called “Jones Hardware” in the same town as a well-established business “Jones Tools” (or, for that matter another “Jones Hardware”), it may be prudent to first discuss your proposed business name with the proprietors of the previously established business.  Co-existence will often be possible, but it may be the case that certain parameters need to be established first.  The key, in any case, is due diligence.

2.2.2 Does There Need To Be A Common Field Of Activity?

While in many passing off cases there may be a common field of activity, this is not a requirement for a successful passing off action.  The principle relevance will be that the further apart the sectors of the traders involved (for [extreme] example, a stationery retailer and a bookstore vs. a greengrocer and an airline) the less likely it is that the public will be confused (or be likely to be confused) into thinking that there is a connection between two businesses.  

This may not, however, be the case with very well known brands — particularly those which show a tendency to diversify a lot.  In such cases, the public are more likely to believe that any products or services bearing the well-known mark or some other attribute associated with the brand will indeed be from that business.

2.2.3 The Effect Of Misrepresentation

At the heart of misrepresentation is its effect — have the trader’s actions confused, or are they likely to confuse, the public or a substantial part of it?  First of all, it is important to note that the “public” refers not to every man, woman and child.  Rather it refers to the relevant public.  In the case of source misrepresentation, therefore, the public will be the customers of the aggrieved trader.  Simply put, one must ask who the average consumer will be for the products or services in question.  In some cases, the relevant public may be quite discerning — for example when dealing with high-end goods or premium services — but in others, they may care a lot less — when purchasing everyday necessities from the supermarket, for example.  This will have a direct bearing on how likely (or not) the public are to be confused.

2.2.4 Evidence

Evidence of confusion is not a requirement for a passing off action.  This does not mean, however, that it isn’t useful.  In the event of a dispute, it will be for the court to decide whether or not there is a likelihood of confusion in the case; however the courts often do so on the basis of evidence introduced by the parties to the dispute.  On the flip-side, a lack of evidence of actual confusion may hinder one’s case, but it won’t necessarily be fatal.  For one thing, a lack of presentable evidence does not mean there isn’t any out there — it may simply be that customers were not willing to come forward.

2.2.5 Timing

Timing is important when considering misrepresentation.  Generally speaking, the misrepresentation must take place at the point of sale.  If, for example, the confusing similarity between two products only becomes evident post-purchase, once the packaging has been opened, a successful action in passing off will likely not be possible.

Some speculate that there may be room for the possibility that where a manufacturer’s label is visible long after purchase (such as on designer goods) the time to focus on is that after purchase.

The confusion must also be more than momentary or inconsequential.  In other words, if the customer will realise their mistake before making the decision to purchase, the requisite misrepresentation will lily not have been made.  There may also not be a point of sale per se (for example, in the case of a free-to-air TV show) in which case confusion may be assessed with reference to the damage which follows.  If the initial confusion lasts, there may be passing off.  If it is quickly dispelled, there may not be.

2.2.6 Assessing Misrepresentation

	The following points will help to determine whether a misrepresentation is likely to be considered deceptive (and thus provide grounds for a passing off action):

· Distinctiveness: More distinctive = more likely confusion even if the mark is used in different fields;  less distinctive = small differences between marks or fields may be enough to avoid passing off.

· Similarity: Imperfect recollection is important here.  Customers may not have the opportunity to compare names and marks side by side.  The courts will also look at the names or marks as a whole and consider which part (if any) is different.  If the main focus is largely the same (for example, the overall impression given is the same), that is the part on which the public are more likely to base their purchasing decisions.

· Fields of Business: The closer the better in many cases, but note the comments above under 2.2.2.

· Location: Given that, as noted above under 2.1.3, goodwill is geographically limited, it follows that there can be no actionable misrepresentation if the activity in question takes place in a different area.

· The Nature of the Market: Also noted above under 2.2.3, if the nature of the products or services is such that customers will pay very close attention and be highly discerning, small differences may be sufficient to avoid misrepresentation.  Conversely, in markets where purchasing decisions are made without much consideration for small details, such small differences may not be enough to avoid misrepresentation.

· Intention: Although it has been noted previously under 2.2.1 that intent is not relevant, it can still be helpful if in a dispute the aggrieved trader can show that the would-be defendant did intend to deliberately mislead the public.

· Disclaimers: Disclaimers can sometimes be used to correct a misunderstanding but they must be noticeable (as noticeable as the name, mark or description itself, in fact).  The disclaimer must also normally catch the customer’s attention before what would otherwise be a misrepresentation can cause any harm if it is to be considered effective.

· Parody: On a related point to disclaimers, if it is clear that the use of a name, mark or similar is intended to be parody or satire there should not be any likelihood of confusion.  Great care must be taken to ensure the right impression, however.  Subtlety is a virtue, but if the comedic effect is too subtle, an action for passing off may have a greater chance of success.


2.2.7 Descriptive Words - A Warning

Great care is advised when dealing with descriptive words.  As a general policy, the law aims to keep these open for use by everyone.  It is therefore better to avoid using descriptive or generic terms when choosing a trade name as it may be difficult to protect that name later on using the action for passing off.  To succeed in a passing off action when using such words, traders need to jump a high hurdle — they must demonstrate that the public now associate that word with them and nobody else.  In practice, this will likely be very hard to demonstrate.

2.3 Damage

The third element of a successful passing off action can be divided into a variety of types.  Ultimately, of course, the aggrieved trader must demonstrate that their goodwill has been harmed.  There are, however, a number of ways in which this may happen.  The most common forms follow.

Loss of Trade and Profits

The most common type of damage in passing off, this is likely only to occur in situations where both traders are dealing in similar products or services and/or operate in similar fields of business.

Loss of Potential Trade and Profits

This type of damage may also be thought of as the loss of a chance to expand.  It may apply if a trader intends to expand into a particular geographical location or field of business in the future and  another trader moves into that location or field.

Loss of Licensing Revenues

Extending from the previous type of damage, this type applies in situations where the offending trader’s conduct undermines the aggrieved trader’s ability to licence their own name or mark, thus resulting in the loss of potential licensing revenues.

Damage to Reputation

In cases where one trader misrepresents that their (possibly inferior) goods are in fact those of another, not only will the aggrieved trader suffer lost sales, but they may also allege that their reputation will be damaged.  This type of damage can also be relevant in situations where a trader sells the goods of another and, while correctly attributing them to the other, misrepresents them as being of superior quality.  In such a scenario, the supplier’s reputation (and thus their goodwill) could be harmed as customers would be expecting to receive products of a higher quality and would thus be unjustly disappointed in what they actually received.

Dilution

This type of damage takes a somewhat broader view and may be relevant where a misrepresentation results in a trader’s name or mark becoming familiar or commonplace.  As a result, the name or mark’s ability to attract customers or to summon up particular values is undermined.  Dilution may also be relevant in situations involving shared goodwill — for example, where a group of traders share a common name and one begins to use that name in such a way that it essentially overpowers or pushes out others using the name.

3 Practicalities and Conclusions
The common law tort of passing off represents a valuable and useful tool for the protection of business names, logos, trade dress and get-up.  For SMEs it can be particularly useful as it ensures that those who do not wish to incur the formality and expense of trade mark registration are not left without protection.  Of further importance for small businesses, sole traders and partnerships in particular, passing off provides at least some protection for names that would be difficult (if not impossible) to register as trade marks such as those based on personal names or geographical locations.

Whether you are seeking to put a stop to another trader’s actions or to avoid mistakenly being found guilty of passing off yourself, the key — as is emphasised in these guidance notes — is care and due diligence.  Being aware of your market and your fellow traders ensures that you will be less likely to inadvertently tread on someone else’s goodwill.  Similarly, it will help to ensure that if another trader (whether inadvertently or deliberately) treads on yours, the matter can be dealt with early before too much harm is done.

As is the case with many forms of IP infringement (and although passing off is not strictly IP infringement it shares the essential characteristics for our purposes here), it should be preferable to resolve potential disputes in good faith before resorting to legal action.  Neither party should be put in a position that requires the substantial investment of time and money that legal action so often involves.  In such cases, the sending of a cease and desist letter can often be a useful first step — putting the alleged infringer on notice that you are aware of their actions and wish them to stop.  Particularly in situations where the passing off in question is inadvertent, we would suggest that the matter should go no further.  In situations where substantial sums are involved, of course, this may not be desirable.

These guidance notes have sought to provide an outline introduction to the tort of passing off in order to give businesses an idea of what to look out for (both internally and externally) and what to expect.  They do not, however, stand in lieu of legal advice and we strongly discourage the taking of any action without first consulting with a suitably qualified solicitor — our goal is simply to help ensure that you are better informed should you choose to.
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