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I___ INTRODUCTION

New Zealand law has long protected inventions, trade marks,
designs, copyright and other intellectual property rights.
Those rights confer on proprietors and their licensees

execlusivity ofsuses In the trading context, for the duration of

the rights, the freedom of competitors is restricted to the

extent of that exclusivity.

. : . i . :

With the passing of the Commerce Act 1986 and in particular the
trade practices provisions in Part II, New Zealand has
introduced, rather late compared with most other develoved

=

countries, the legal base for a policy to further competition.

As has occurred in other countries, there will be debated in New

y

Zealand whether there is a conflict between the market

exclusivity afforded by intellectual property rights on the one
hand and the restrictive trade practices controls on the other

So as not to beg the question as to conflict, the issues are
referred to as arising at the interface of intellectual property

laws and competition laws.

This paper examines the scope and nature of New Zealand’s
intellectual property rights with particular reference to their

competition implications.

One of the first problems encountered in relating the legal




to the economic

concepts of patent, trade mark and other rights
language of competition policy is that of semantics. In

o o L o
particular the term "monopoly" is used in a different sense in

each field. A clear understanding of this use of the same term

[

to convey significantly different ideas is essential to a proper

analysis of the issues.

Pengilley, the well known Australian commentator in the trade
practices field, has noted in respect of New Zealand’s C.E.R.

partner, that "if United States experience is any guide, the

Trade Practices Act will furnish fertile grounds of defence to

L
patent infringement actions'. Presumably he would take a
similar view in relation to other intellectual property rights.

he Commerce Act 1986 is based on the Australian Trade Practices
Act 1974 but the two statutes do not deal with the relationship
between competition and intellectual property rights in the same

way. The fertili of the ground in New Zealand needs separate

o
~~
4

examination.

1 1

The Australian Industrial Property Advisory Committee has
recommended that patent rights should be accorded no special
< - o - ] 3 et S - i -1»~3 ™1
treatment whatsoever under trade practices legislation. [ha
+

certainly not the present position in New Zealand, nor indeed in

Australia.

The paper reviews the relevant sections of the Commerce Act 19856

and examines the scope of the specific exceptions to the
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restrictive trade practices provisions available to proprietors
and licensees in the exercise of their intellectual property

rights.




I _THE INTERFACE IN POLICY

A. The Two Areas of Law

intellectual property" has broadened in scope over
time. It ‘was taken to refer to the ri

grant of a copyright in literary, artistic, and musical works.

1.
<
-
e
;.
N
N

More recent on a much broader meaning, including

among the collection of disparate rights those known as

pom : ]

industrial property".

In the United Kingdom "intellectual property" has been defined
by statute. Section 72(5) of the Supreme Court Act 1981 (UKo
states that "intellectual property" means any patent, trade
mark, copyvright, registered design, technical or commercial

TR 2 g ; 3 b

information or cother intellectual property.

In this paper the term "intellectual property rights” is taken
to mean the proprietary rights conferred by statute in the

] = iz A, A = 3 =

Patents Act 1953, the Trade Marks A 1953, the Designs A

_ _ o , :

1953, the Copyright Act 1962, and the Plant ariety Rights Act
1 0 ..” 1 . . 1 . 401 1

1987, and also those interests 1in goodwlll, get-up, trade
acrtrot and conf 1 y St £ ooy ] o s B
Secre’ts arc conLligenctlal Inrfrormatlorn, ) C1 1 4 W OI 11
»quity by the actions for passing off, injurious falsehood,

- Il T
perhaps even a tort of unfair competition, and breach orf
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confidence.

2. Competition Law

The term

competition law" is taken to include those laws

5 e . . 4 - . -
advancing competition policies, the predominant legislation

15
being the Commerce Act 1986. McGonigal has described the
1b

economic goal of competition law as being:

"...to establish a competitive market place in which there
will be pressures on participants to make the maximum use of
available resources and to search for more efficient

management, production and marketing processes or to develop
new and better products”.

The emphasis of competition policy is on the assumed public
interest in free competition between traders, since free
competition within markets is assumed to offer the most
efficient means of allocating resources and of ensuring that
quality goods and services are available to consumers at best

. gl o ; 17
riceswande inusufficientrguantitiess

@)

Certain provisions of the Commerce Act 1986 have. particular

vance to intellectual property. The Act has as its

=4
(4]

&

objective the promotion of competition in markets within New
T : _ , : e .. "
Zealand. The Act does not affect the granting of intellectual
o =
property rights, in the sense of overruling the specific
statutes which confer the rights. However the Act may affect the

way those rights are exercised and restrain the conducthofpEhosce

holding' the rights.




Section 27 of the Commerce Act 1986 prohibi

unenforceable contracts, arrangements and u

have the purpose or effect of substantially
competition in a market. Where the nature
market is such that an intellectual propert

significant market power, the licensing or
right may well be subject to attention unde

45 provides that certain provisions of cont

or understandings in relation to the use, 1

assignment of intellectual property rights

application of the restrictive trade practi

T
1

Part [ of the Act.

+

Section of the Commerce Act 1986 prohibi

v grant

ts and renders

nderstandings which
lessening

of a particular

confers
assignment of that
At Section

r the

racts, arrangements

icensing or

are exempted from the
ces provisions in
ts: the use of a

dominant position in a market for anti-competitive purposes. Lt
is conceivable that a person may be in a dominant position by
virtue of a significant patent or other intellectual property
right where substitute products or alternative technologies are
not available. A person does not contravene s.36 by reason only
of enforcing an intellectual property right. However other
actions associated with those rights may be challenged under the
restrictive trade practices provisions. An example might be
accumulating rights for the purpose of restricting competition,
in particular patent pooling.

There is some debate as to whether or not there is a fundamental

conflict between the granting of intellectu

al

property rights on
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the one hand, and competition policies on the other. There are
largely two opposing viewpoints with the tendency often being to
group intellectual property rights together and to argue either
that on policy grounds they should remain unfettered from the
application of competition law being in themselves
pro-competitive in the longer run, or at the other extreme that
intellectual property rights should be subject to the rigours of

the competition laws without any special treatment.

The position was stated by the Australian Industrial Property
Advisory Committee as follows:

"The inter-relation between patent law and competition law
appears to be widely misunderstood. On the one hand, it has
been suggested that competition law must bow wholly to
patent law, because any constraints applied to the freedom
of patentees to exploit, as they think fit, the exclusive
rights which patents confer will detract from the ful lness
of the incentive to innovation which patent law is designed
to promote. Conversely, it has been suggested that because
patent law promotes monopoly, it is irreconcilable with
competiton law which promotes competition, and therefore
that patentees must be limited, wherever possible, im - Che
exploitation of their patents"™

However intellectual property rights cannot be dealt with so
simply. Intellectual property law and policy seek to grant

exclusive property rights to create an incentive for

technological innovation (patents), product gquality and informed
- ~zo
choice (trade marks), and artistic development (copyrightsh) . Fhus

the common thread is the assumption that some price is necessary

to encourage inventiveness and innovation. The law affords to

the owner of an intellectual property right the protection to
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ensure that there will be an adequate return on, and control
over, the subject of the owner's ingenuity and inventiveness.
Essentially the protection given to owners of statutory
intellectual property rights encompasses exclusivity limited in
respect of territory and time. The proprietor is thus entitled
to make best use of the right by himself exploiting it or by
assigning or licensing its use to others, and to do so whilst
imposing conditions on the licensee so as to protect his

legitimate monopoly control.

Competition, trade practices, or anti-trust policy seeks to

preserve free from private regulation and monopolisation a

self-adjusting, self-regulating marketplace operating on the
premise of freedom of choice, freedom of opportunity, and

1
competitive rivalries. The ideal of free competition really
means that the market mechanism should operate at its optimal
level, without restriction on competitive behaviour. It is one

fundamental aspect of this free market view that competition and

sened or negated by the existence

n

its resultant benefits are le
of monopolies or partial monopolies, for then the market 1is
y profits are made, with a

taken advantage of and monopo

ncy and product

0]

resultineg lack of incentive to increase effici

o
quality. Similar ramifications occur where individual traders

reach agreement among themselves fixing matters such as prices,

production quotas, territories of operation, and boycotts of

other firms.




It is not surprising that there is a continuing tension between

-]

these two seemingly conflicting legal and economic policies.

The conflict is such that ‘war’ and ‘battle’ metaphors abound in
discussions about the relationship, especially between patent

x 4 _— 2
and anti=trust law in the United States.

Each intellectual property right to a greater or lesser degree
is capable of restraining competition. Professor McCarthy has
said "to boil it all down to essentials, while intellectual
property law strives to induce technological change and promote

‘fair competition’, anti-trust law strives to preserve ‘free
24

competition The conflict may be seen as one between public

and private interests. The public interest which competition

legislation

-

gives effect to, is the preservation and maintenance

of competition and the provision of restraints over abuses of
market power. The private interest is that of ensurin

owners of intellectual property rights receive the just

remuneration and protection flowing from their ownership and

: o . 25
possession of the rignts.

It is the exercise of the right to assi I'icense an

H
g
“
~

intellectual property right which draws the owner into the realm

of the public interest and hence within the ambit of competition

laws. The conditions imposed should be consistent with the
scope of the monopoly conferred upon the proprietor. A

particular aspect of intellectual property protecticn which does
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not sit comfortably alongside competition law is the statutory
term: of protection, It seems, from the competition policy end

he tunnel, that a system which provides that all instances

+

of
of innovation within a particular statutory category of

intellectual property shall have the same period of protection,

ig inherently undesirable. . The years of protection may dn,sSome

=

1e years measured in the worth of

[

cases substantially exceed t
the innovation. Competition may be restrained for longer than
is necessary to sufficiently remunerate the right owner, since
some innovations pay for themselves within a short period

whereas others may require far longer than the statutory term of

protection to recoup the cost and effort expended.

The recent United Kingdom White Paper entitled "Intellectual
Property and Innovation" referred to the arbitrariness of the
, B N : - ; ;

patent term. Thei fernl isharbifrary, s bethsin §ength aAcdSam
effect on different industries '"since some products require,

inherently or by regulation, more time than others to be brought

27
to the market". The New Zealand Industrial Property Advisory
: : : : s : . =8
Committee (IPAC), in two reports to the Minister of Justice, has
recommended that any change to the term of patent protection 1in

New Zealand should be dependent on harmonisation with the

-1
i

corresponding provisions in Australia, and also that the most

desirable situation for New Zealand is: a term for.patens
protection of sixteen years with provision for case by case

prolongation with a maximum extention of four years, where it is

shown that the effective term has been shortened by regulatory




constraints preventing or restricting exploitation of the

29

invention by the patentee.

It ais ‘necessary tBas rthe tdupation lof tadpropentyiri gt stotbe
ascertainable at the time of its acquisition. However, a system
incoporating a term of protection determined by the judicial

exercise of a discretion by the Commissioner of Patents may

Fh
it

provide a workable solution at least in respect o
statutory intellectual property rights that require

- - 30
registration.

B. Intellectual Property Rights and their Policy Goals

Amongst the arguments in favour of intellectual property rights
it is said that although costs will increase in the short term,
ultimately the gain will be transferred back to the consumer in
the form of better goods and services. It is also argued t
competitors will get access to technology and be able to use i
albeit after a delay, when otherwise that technology may have
been secreted forever by an owner unwilling to divulge the
.

invention. Intellectual property rights thus encourage the

owner to take the short term gain whilst accepting that at least

some of the innovation is now in the forum of the public. In
connection with this it is said that innovation is often
inhibited by the threat of piracy. This in turn encourages

inventors or innovators to confine themselves to areas where

secrecy can be maintained, using enforcement avenues such as




breach of confidence where necessary.

On the other hand critics of intellectual property rights arcgue

that they lead to protection motivated research rather than more

]

fundamental innovation to do no more than circumvent others
intellectual property rights. Also the nature of intellectual
property rights effectively discourages those who know that

their ‘research is behind that of their competitorss; the

unsportsmanlike ‘why spend your money when you are going to lose

I Geanywaya. Such altruistic considerations perhaps overlook the

hard facts of research investment decisions.

It is neecessary torlookiat eachrintellectual 'property right®in

600 L Al

5% Patents

"The patent system ... added the fuel of interest to the
fires of wgenius "« tAbrallam Lineo npilectiure sy 22 Eebruary
1 31

1860 .

In New Zealand the grant of letters patent for an invention is
an exercise of the prerogative of the Crown. In practice it is
effected by the Patent Office and is regulated by statute,

- . = : o _, 32
namely the Patents Act 19533 and the Patents Regulations 1954.

The term "letters patent" means open letter, and is a document
addressed to all the subjects of the Sovereign advising them

S

that an exclusive grant of privilege has been made in favour of
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a particular person. A patent.graant is a property right, in

legal terms a chose in action, and is enforceable by the
patentee in the courts. Thilsepropertyipightniskalso
transferable either in whole or in part by means of sale, or by
thegrantingBefsliiceneeiss

. : 33
To be patentable an invention must be novel. This requisite
element for patent protection effectively means that the,grant
of a patent monopoly does not deprive the public of anything
that it had before. In fact the applicant gives something to
the pool of public knowledge which it did not previously have.
The grant of a patent is not needed to permii the inyenter Lo
use the invention.  This is a right which is autematic, sS6.long

as the use of the invention ia not contrary to law and the use

e

does not infringe another patent. The grant of a patent gives
to the patentee the right to decide who else may use the
invention, and on what terms. The| grant confers.on the patentee
the exclusive right to make, use or sell the invention.. . Thus
the patentee may dispose of his right by selling or assigning
the patent outright to another person, he may share it with
others, or he may grant an exclusive or ncn-exclusive licence to

T8 ¢
OcCnIers .

Patents are granted for inventions, and the term invention is
lefined in the Patents Act 1953 as "a manner of new

34
manufacture". This definition derives from the English Statute




of Monopolies of 1624 from which the modern patent system
descended. In simple terms an invention relates to the
practical \arts rather 'than the fine rarts sn inlike lcopyright it
must relate to commerce in some way. Nothing can be patented
which s alreadyin the publie domain, or whieh  is sobvilous:
Obviousness must be judged against the common general knowledge,
and what is known and has been used in the particular branch of
technology at the time the application was lodged. The other

requirement of an invention to obtain a walid patent ds uwtility.

It is easy to see the tension between the grant and use of
intellectual property rights, in this case patents, and trade
practices laws when one considers that a patent system can be
seen to promote many of the evils which trade practices law

attempts to proscribe or limit. (Pengilley referred to Efourin
) 35
DML AL AL B0 el i S

(1) Non-availability of product to some sections of the

market:
(ii) Objections by businessmen that the
certain markets;
(1ii1) Views by economists that the patent system does not

y are precluded from

give the most useful allocation of resources;
1 I

11 gher pursuant to

4

() General complaints that
monopoly than they would be under competition.
36
Turner has said that:

"The basic rationale of the patent system can be simply

bropositions:

puG. The economic case rests upon two

first, that we should have more invention and innovation

Fh

than our economic system would provide in the absence o
he grapting eof a

statutory monopoly to inventors for a period of years is
the best method of providing such special inducement."

special inducement; and second, Sthat

Professor McCarthy identified two ways to stimulate incentive;
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either by direct government funding of research and development
or by the creation of a private property right in ecertain new
I . 3 : 37 .
technology! for 'a limited time' i.e.Val patent: An important
advantage of the latter 1is that the value of the patent entirely
depends on consumer demand for the goods or services produced as

a result of the use of the patented ‘technolegy.

The patent system 1is said to be justified since one of its
perceived roles is fostering innovation and since there are
public benefits associated with the sharing of otherwise

proprietary information disclosed through the granting of a

38
patent.

One question often debated but seemingly virtually unanswerable
is whether a patent is really financially necessary to stimulate
inventors. It might be said that the fact that we have a patent
system at all demonstrates that it is accepted that there is a

causative link between the patent system and innovation.

In the recent Department of Trade & Industry discussion paper on

39

intel lectual property it was said that:

"A basic justification fer the patenit'system 1s its 2elel as
an economic instrument for encouraging industrial innovation
and the transfer of technology. In the first instance it 1is
argued that research and development leading to innovation
inherently carries with it'high risks lin ‘terms ‘oft the
likelih

applied to the commercial viability of the innovation.
Innovative activity is very costly in terms of the resources
required and the investment would not be made unless the

ood of technical success, and commensurate risks

rewards for success adequately compensate for the
possibility of failure. The prospect that an innovation
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might be copied, thus reducing the potential rewards, may
provide a disincentive to innovation. One function of the
patents, system, therefoere, is: to. give exclusive 1rightss te
the patentee to exploit an invention as an encouragement to
undertake research and development and subsequent

mariE aciume st

In the discussion paper it was said "while the economic

justification for the patent system has been clearly defined in
o) 9, J

4@,

theory, the actual effects of the system on innovation and

technology transfer are complex and not well understood".

Presumably it is an incentive for at least some inventors, for

as has been often stated inventors cannot invent on empty

! . : y :
stomachs. A related question which is somewhat easier to answer
is whether it is necessary that there be a financial incentive
for investors. It is considered that invention is but a small
part of the technological break—-through, injeection of capital is
) : 2 T :
often also required. A, patents prevents amitators, from ' reaplag

without sowing", not only in respect of skill and innovation but

also of risky investment.

The situation is really like the chicken and the egg metaphor;
o5

3
which came first the patent incentive or the invention? One

3 : 44 :
attempt at empirical analysis, a 1976 Canadian study, found that
70% of Canadian companies questioned thought that patents had

) . ) 45
little or no effect on their decisions to pursue research. In

Fn

ct competition itself was said to be the greatest factor

1

influencing Canadian research and development expenditure.
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Competition does promote innovation. If a firm does not

innovate, it will be pushed out of the market by those that do.

Pengilley concluded from this Canadian study that inventiveness

is not stirred primarily by patent law but for other reasons.
, . ¢

From this study Pengilley said:
"[o]lne's conclusion could be that innovation is something
like a lottery - it is only the high prizes which count. If
yout havelathigh enough prize; “then perhaps 1thisSvaluabile
for its intrinsic merit, for its competitive advantage and
its market place advantages rather than because it is
subject to a statutory monopoly. And, indeed, in view of
the rapid dating of technology, it may well be thought by
many that the best way of exploiting a patent 1s immediately
to produce the article rather than delay such production

because of patent procedure.

Patents do create an incentive to disclose the results of
innovations. Lack of secrecy it seems is an accepted cost of
patent proteetion. That 1s the rights afforded by the patent
system are provided in return for the public disclosure of the
invention, providing information to others as a step towards
Eurther " rnnovatien. Hence the description of the invention 1is
made public and the period of exclusivity is limited, in the

case of New Zealand, to sixteen years

The grant may be considered as a bargain between the applicant

and the Crown. Fri return for disclosing the'inventicon torthe

(=]

Crown, the applicant is rewarded by the grant of an exclusive

Y § A ; +8 v
right for a limited time. Thus the patent system may be seen as

a means for inducing inventors to disclose their inventions,
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which they may otherwise elect to keep secret.

However, Pengilley has doubted the effectiveness of patents in
49

encouraging disclosure. It is true that often a patent does not

necessarily inform the public how an invention will work in

practical terms. Such "know-how" is often kept highly secret.

50
Pengilley drew from the Canadian study as to the extent of

(e

this
practice.  That study cited a research project undertaken by
George Washington University which showed that about 50% of
United States patents studied had to be supplemented by
"know—how" details before the patents became viable. From
experience Pengilley was of the view that this figure may even
understate the position. His conclusion was that given the
small proportion of inventions that would be practically
workable in the absence of "know-how" the patent policy of
compelling inventive disclosure is not as effective to promote

]

competition as it at first seems. That 185, many . patelntees

@

gained the benefits of a patent without paying the price of full

disclieosure.,

In addition availability in the public domain after expiry of

the patent was undermined by copyright, which  in cmanyecases

0q

provided a form of product protection extending beyond expiry of
52

the patent. The Copyright Amendment Act 1985 now provides that

the copyright in an artistic work will not be infringed by

copying into three dimensions the drawings of an expired patent

or registered design of which drawings the artiistic iwerk sfonms
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s

parte. Copying actual products embodying the invention may

' _ 53
gillvelrise o infringement.

While considering the arguments that patents do not bring

still

the

benefits it is said they do, it should be borne in mind that

benefits will not fall evenly across all fields of technology.

Consider the pharmaceutical industry. Research and development

is immensely expensive, disclosure is essential on public

grounds, and copying is relatively simple. Thettcosts of

health

developing new remedies would not be justified without market

exclusivityl ferpa periecd.

The transfer of technology value of patents should not be

5
t
i

overlooked. The know-how is usually licensed along with

L e

patent and so the level of technical competence of recipients 1is

increased. This is how Japanese industry was re-activated

WorldtWar L. This international transfer of technology

particular importance for New Zealand at its

industrial development.

Without a patent system, reseach and development would be
directed towards innovation that could be kep
Additional funds would be spent on security measures, for

example attempting to prevent practices such as reverse

resent level

after

has

0

of

t confidential.

engineering. Professor McCarthy is of the view that a nation

without a patent system would suffer a "lower standard of

innovation, industrial development and standard of living

with




= Ff =

a few modest innovations elaborately guarded by

countries would fall behind nations with patent

technological development. Certainly there wou

secrecy. Perhaps competition would ensure that

innovation.

The conferring of legal property rights on the

hatent may also be said to encourage the transt
[ g 8

bv providing a financial incentive to trade in
9, o

i the patentee may license the manufacture o

covered by the patent and receive o)

55
payments.

It 8 sftenvargued thati the grant eofpintelleety
rights has the same public policy objectives as

competitieontstatuten Professor Bowman has rega

objective as the desire "to maximise wealth by
s6
consumers want at the lowest cost'. Eagles has
57

as 'follows:
"Anti-trust law does this by dismantling co
or practices which would enable producers t
or reduce output without fear of competitio

achieves

f maximi
Iy allowing & presenit

monopoly

property the wealth
k ) =,

yaradoxical

same

i
reduction in output to secure greater choic
colstY altd some times in® the fatinret
5%
Pengilley has summarised 1t thus:

Ihe that

the

argument goes a patent grant encoe
inventiveness and publie
obitained. A patent' right ish th
to invent. ey

than

disclosure of

incentive t

e
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Y
hide, his new—-found knowl d

rf\i‘,’{r%. Ith
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to be basically pro-competitive. Hence, the argument runs,
there is nothing inconsistent, on the one hand, between a
competition statute banning anti-competitive restraints of
trade, anti-competitive exclusive dealing and monopolisatio
and', on the other; a Patents Act giving the patentee a
sixteen-year statutory monopoly !

Neither, it is said, 1s there an inconsistency in a competition
statute providing for specific exemptions in respect of
conditions in licences or assignments of intellectual property

) 59
rights:

Pengilley doubts this because of the different mechanisms set up

b0
under patent law and competition law. In the case of patents

there is a set term during which the form of exclusivity is
absolute. Also, unlike copyright, independent conception of th
patented process is caught. In the patent system there is no
regulatory body set up to review profits made by patentees on
publiienpeolicy  groundsi In addition there is a specific

statutory exemption in the competition legislation itself.

Pengilley did accept, howewerny that thet framers-ofspatent

legislation saw in it a pro-competitive influenc He stated

[¢9])
M
7]

that "the whole "raison d’etre"” of patent legislation assumes a

heightening of inventiveness and greater disclosures. In fthis
sense the patent legislation is assumed to give a positive

contribution te the economy - a pro—-competitive boost by the
6l
injection of new technology'". As Pengilley assumed, patents 1n

—
D

their present form must be accepted as desirable.

legislature has said so. It vis not fer the Courts tosdaubtitha

In

e

t_




general proposition. Pengililey concludes that the patent laws

should be interpreted with this positive object and intent in
mind, that is that pro-competitive factors are the ultimate

objectives of patent laws.

Consistent with this an interpretation of patent and competition
law must be taken which allows each area to achieve the
pro-competitive ends asserted for 1it. In New Zealand, as in
Australia, it must be assumed as a matter of statutory

interpretation that both pieces of legislation can live side by

That is not to say that competition legislation should not

provoke a reading down of patent rights. In this regard
62
Pengilley accepted the view of the United States Supreme Court
@3

in Standard Sanitory Manufacturing Co. v U.S. that:

"Rights covered by patents are indeed very definite and
extensive; but they do not give, any more than other
rights, a universal licence against positive prohibitions.
The Sherman Law is a limitation of rights; rights A}Lcr may

1

be pushed to evil consequences and therefore restrained"”

To argue that such a reading down of patent rights is an erosion
of a patentee’'s freedom of action pursuant to the patent 1ignores
the view that a patentee’s rights may be seen as carrying Thiglke e
effect the proper pro-competitive objectives which patent
legislation has sought to achieve by grant of patent, [ENa

patentee exacts a restraint, unrelated to his rights as

patentee, which if exacted by a covenantee outside the patent
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context, would breach competition legislation, then the exaction

of that restraint is an abuse of market power in competition

64
terms. As Pengilley said,

"It has nothing to do with a person’'s rights as a patentee
to utilise his patent as he sees fit. It is not the rights
in respect of the patent which are improperly exercised but
the restraints attached. These arise not because of the
patent itself but because of the abuse of power which the
patent holder may carry into effect.”

The United States Supreme Court has said that "[t]he dichotomy

1

between personal liberties and property rights is a false one.

6y
Property does not have rights. People have rights".

These matters lead Pengilley to the conclusion, or more
appropriately to a starting point or ground rule in the alleged
patent/competition conflict, that patents have no more right
inherently to special protection from the ambit of competition
law than has any other device by which market power or dominance
is achieved. "The protection entitlement of a patent must be

directly referable only to enabling its statutory purpose to be

66
carried out and not otherwise"

2 Trade Marks
(a) Registered Trade Marks

In modern law a trade mark is a mark used in relation to goods

to indicate a connection in the course of trade between the

61

goods and the proprietor or registered user. A mark "include

n
o’
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device, brand, heading, label, ticket, name, signature, word,
68
letter, numeral, or any combination thereof;". Thus a trade mark
right is a legal right protecting some symbol which

distinguishes goods; it does not protect the goods themselves.

In Champagne Heidsieck et cie. Monopole Societe Anonyme v Buxton

Clauson J said a trade mark is a badge of origin, not a ‘badge of

clon troil®. Then goods can be identified by the consumer as

perhaps having a reputation or as having been satisfactory il
the past. The infringement of trade marks generally is

determined by reference to the likelihood of confusion of

70
customers.

To be registrable a trade mark must primarily be distinctive,

Tl =
either inherently or by use. NPisttincti vie't i s idefined ‘as

meaning "adapted, in relation to the goods in respect of which a
trade mark is registered or proposed to be registered, to
distinguish goods with which the proprietor of the trade mark is
or may be connected in the course of trade from goods in the
case of which no such connection subsists, either generally or,
where the trade mark is registered or proposed to be registered
c

subject to limitations, in relation to use within the extent of

72

the registration.”

The Trade Marks Register is broken into two parts, Part A is for
those marks that are "inherently ' registrableland \BPart B may be
used for marks which do not have the degree of distinctiveness

required for registration in Part A, although they may be

69
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capable of becoming distinctive at some time in the future by

73
their use. The primary dilstinmction is' that'a® Part A

registration shall after the expiration of seven years from

. . : : . 74
registration be taken to be valid in all legal proceedings.

Registration of a trade mark confers upon the registered

proprietor exclusive right to the use of the mark in respect of

4+

the nominated goods, subject to any conditions imposed by the
Commissioner of Trade Marks, and enables the proprietor to
obtain relief in respect of infringement of the mark. Unlike
patents, trade marks may be registered indefinitely, subject to
the payment of renewal fees.

Trade marks can be seen as furthering a dual purpose, that of
protecting the owner from commercial loss and that of protecting
the consumer from being misled or deceived as to the source of

. 75
goods or services.

C.J. Markey said in James Burrough Ltd. v Sign of the Beefeater,

76
Inc. "[a] ‘'trademark’ is not that which is infringed. “hat is

infringed is the right of the public to be free of confusion and
the synoymous right of a trademark owner to control his
product’'s reputation". This second right means in effect that a
trade mark owner has an incentive, or more appropriatelyv a
pressure, to create and maintain a good reputation for his
goods. So it is argued that without trade marks product quality

would decrease. In his book Trade Marks and Unfair Competition,
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Professor McCarthy said "If all may take a free ride on the

successful seller’'s mark and reputation, there is no incentive

78
to distinguish one’s own goods and services."

Professor McCarthy has also argued that trade marks reduce a

consumer’'s cost of acquiring information about products and
. 5 o . .
services. A consumer adverse to risk will purchase a brand

familiar and proven. McCarthy acknowledges that product loyalty

is often seen as a barrier to entry to the market. He points

out that the opposite can in fact be argued, and indeed was in

&
the U.S. Supreme Court in Bates v State Bar of Arizona, a case

»

involving the marketing of attorney fees, where the Court said
attorney advertising should be permitted "so as to aid the new

competitor in penetrating the market." It does seem inherently

)

undesirable that a ‘barrier to entry’' that comes about through
consumer preference and choice can be advanced as an argument
that trade marks are anti-competitive. Competition law was

never intended to inhibit etficient, successful,

non-discriminatory trading.

(b) Unregistered or Common Law Trade Marks - Passing Off

Passing off occurs when a person represents his goods or
services as those of the plaintiff, or holds himself out as
having some association with the plaintiff, so as to cause
damage or likely damage to the plaintiff's goodwill or

reputation through the resultant confusion.
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Originally the principal
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subject matter

names and trade marks. This was gradual

other distinguishing features, such as

to any conduct tending to associate the

with that of the defendant.

get—-up and packaging,

protected were trade

ly extended to cover

§2
and

plainmtiE £ s bisimess

The nature of the interest protected by the action of passing
off is now taken to be the property in the business or goodwill

- - 83 o
likely to be injured by misrepresentation. In Cadbury-Schweppes
) 1 IS ~ 1 1 ' ~ 1+ 3 84 -
Pty. Ltd. & Others v Pub Squash Co. Pty. Ltd. Lord Scarman,
delivering the judgment of the Judicial Committee of the Priny
Council on appeal from the Supreme Court of New South Wales,

|
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Equity Division (Powell J), said:g
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of fatrader by ‘whom theWaction™is®bronughitor s Efinia
gquia timet action) will probably do so.

The action also applies to the carrying on of business in

8r

general . Holding out the goods or services by making a

88

1 &

representation is sufficient, there need not be an actual sale.

The competition inplications of unregistered marks are the same

in principle as for registered trade marks.
i S

3% Registered Designs

tur

h
)
o))

(]

The Designs Act 1953 protects s of shape, configuration,
pattern, or ornament as applied to articles. To be registrable

é9
under that Act a design must be ''movel'. It must not have been
o

.
8}
g
65§
oot

D
[
—

used in New Zealand or described in any publication availe
New Zealand. Where an article's shape is due solely to its

function, then it may not be registered.

Registration gives the owner, referred to as the proprieton, of

a design exclusive right to make, import, sell or hire the
- 9, - - - - 1 4 -
design. This includes materials unique to the design such as

moulds. This right is assignable. Registration in New Zealand

is for five years with provision for up to two five year

Because wholly functional designs and principles of Cons true t 10T

are expressly excluded, protection of designs would seldom have

e

any relevance for competition purposes. This is not a
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frequently used form..of protection .in New Zeal

4G Blopyaase it

Although a number of statutes in the eigtheent
centuries attached various forms of copyright

of

) 93
creative endeavour,

various products literary, dramatic, mu

the Copyright Act 1911

a comprehensive code
95
copyright had two

attempt to provide of cop

Common [aw purposes, firstl

for the investment of

protection

form of censorship, particularly religious

eighteenth century, with the spread of literac

large and flourishing publishing trade and pro

more predominant in the area of protection of

printers and publishers. Copyright

securing protection not only for inventors but

well. In more recent times copyright pro

into such areas as broadcasting and here it is

protection for entrepreneurial activity.

nT

Now it may be said that the purpose of the Cop

encourage and reward authors, composers, artis

other creative people as well the

who risk their capital in putting

. %6
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The author is given certain exclusive rights to enjoy the
benefit of the created subject matter for a limited time,

; : e 97 . :
asually the life of the jauthor plus fifity yvears. s*CopyvEiighitaans
not @ cight to da anything, . butja onight JteysEop etiiemsNlROm

doing something. That which is susceptible of copyright

is classified into "works'", consisting of original
and artistic works, and other

kind which have

projEec

10 08,518
>, musical

dramatic
consisting of

creat hons voil ia

as cinemat

}

ograph films,

93

1

Eial

literary,
Ysubject matter',
come into prominence more recently such
television and sound broadcasts, and sound recordings
As with patents, it can be argued that copyright does provide an
incentive for creativity However this purpose is valid only 1in
so far as it may be said that when you provide protection for
creativity you also to some extent provide an incentive for it.
In normal circumstances a right against copying will not
with the legitimate rights of competitors. However
three dimensional reproductions
rlyiin  the areaof

interfere
infringement

Zealand

by

la

1es particu

\‘ W {
raises certain competition iss
- A 29
spare parts dealt with below.
5. Plant Varieties
The Plant Variety Rights Act 1987 affords protection by
J =3 L d
registration for new plant varieties in New Zealand. This
into force on a day to be fixed by the

will come

Act




Governor—-General by Order in
except bacteria, fungi and a

3

only reproductive material i

of plants of a prote

produce

afforded f
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legislation.

protection is not

under the

For present purposes protect

Plant Varieties Act

previous

similar.

A'variety 1s considered nowve
variety has not previously b
) 103
the type of plant. A variet
more characteristics from an
a matter of common knowledge

variety must be stable which

description in respect of cy

maltiplication” after  repeat

variety must be homogeneous

features of its sexual repro

106

t may be.

the case

Proprietors have the exclusi

reproductive material of the

tneSriisit S voNpropagaiEe S HoR

C

and ornamental vegetatively

10C

Counc il All wvarieties ‘of'plants

(Y]

lgae can be protected. In general

s protected. Importat ten 'of " the

cted variety from a country where

v

or that variety is also protected

ion of plant varieties under the

1973 can be taken as substantially

1 reproductive material of the

o

for a period depending on

v must be distinguishable by one or
y other variety whose existence was
[ X+ P73
when the application was made. A
means 1t must remain true to 1its
cles of reproduction or
105
ed propagation or reproduction. A
having regard to the particular
duction or vegetative propagation as
ve right to produce for sale or sell
197
variety concerned. They also have

=

ommercial purposes fruit-producing
1ol
propagated plants. They may license
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nrotected rights. They may also prohibit the importation of

reproductive material of protected varieties into New Zealand
) . lo
variety concerned cannot be protected.

)
s
@

from countries where

Plant variety protection is subject to the right of any person

use a protected variety for non-commercial

to propagate, grow o

~

1
purposes and to use reproductive material from a protected

variety for human consumption or other non-reproductive

112
purposes. 1f the produetion eof a hybrid or new variety does not
require repeated use of the protected variety, any person may
hybridise or produce a new variety from the protected variety or

sell any hybrid or new variety produced from the protected

3

=
>

competition implications of the plant variety rights

 slation will be the same as those for patents as dealt with

o)
0Q

14

above

6. Trade Secrets, Breach of Confidence, and Know-how

and "know-how'" are really encocmpassed

hesterms “trade seerets
in the term confidential information which is protected by the

ion for breach of confidence.

osure of confidential

n

Rights to prevent unauthorised use or
information have variously been attributed to equity, contract,

tert, and prepertiyv. Revarding equity, Sir Thomas More once said
IS x o =3 =) X gt




vthree things are to be helpt in conscience: Fraud,

ns
sccident and things of Confidence". In some circumstances
squity will require a persot who has promised to keep a secret
to do soO. Sec a court may grant an injunction to restrain a

~~omisor from breaking a promise to Keep a confidence or award

b

damages once it has been breached.

lso a party to a contract may be bound by an express OL implied
term to keep certain information confidential unless there 1is an
‘thorisation to disclose. But an obligation of confidence can
rise in the absence of any express OI implied contractual

i

1 AL s TGN = =
relationsnip.

n the United Kingdom the Law Commission has recommended the

.eation by statute of a new tort of breach of confidence. The
law relating to unfair competition, which is at least analogous
"y
tortious liability can be viewed as a source of protection
or trade secrets.

£

\ trade secret can also be seen as property

h

t is, then the

[
s

nisappropriation may give rise to civil remedies and criminal

. {0
sanctions.

12!

v EviansyLord

Denning explained the raft ionale behind

/= 1 1

remedies for breach of confidence:

Vi £
O 1

Ihe courtiwill in a prEopel casc restrain the publicatior
confidential information. The jurisdiction is based not so
much on property or on contract as on the duty to bhe of go0o«

L




faith. No person is permitted to divulge to the world
information which he has received in confidence, unless he
has just cause. or excuse for-doing: So. Even if he comes Dby
it innocently, nevertheless once he gets to know that it was
originally given in confidence, he can be restrained from

breaking that confidence."”

The idea must have some significant element of originality not
123
already in the realm of public knowledge. It must be established

that the occasion of the communication was confidential and also
that the content of the idea was clearly identifiable, original,
potential commercial attractiveness and capable of being

. - 24
realised in,actualitys.

125
n Thomas Marshall (Exports) Ltd v Guinle Sir Robert Meg

T
o
w3
~
A

o=, outlined per curiam the requirements for success A
reach of confidence action in an industrial or trade setting:

(i) The information must be information the release of
which the owner believes would be injurous to him or
to the advantage of his rivals or others;

(ii) | Thehowner must belive that the information 1s
confidential. The information need not in fact

o
1]

conftidentials

(iii) The owner’s belief under the two previous heads must

be reasonable;

(v AlmE information must be judged in the ligtl

usage and practices of the particular industry or
trade concerned.

Sir Robert Megarry V.-C. saw these requirements as a maximum

4

threshold which if satisfied would entitle protection. 1t may
be that information not satisfying all these requirements may
till be entitled to protection as confidential information or

127

trade secrets.
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Faccen da L ‘hick S‘lELL-UUiL‘i‘i v, .Fowler » & Eecel t breach of

Ty
L El

nfidence case involving an ex—-employee restraint of trade

C

situation, 1t was held that only specific trade lsecretsS eso
confidential that even though they may necessarily have been
1 earned by heart they cannot be used for anyone'’s benefit but

the master’s even after the employment has ceased, are
tionable if they are disclosed without the authority of the

) 129
employer.

ble to utilise skill, knowledge and

n ex—employee must be
xperience gained in former smployment. The line between this
nd trade secrets must depend on the circumstances of each

ase.

I30
n S S C & B: Lintas New Zealand Limited Vv Murphy Prichard J

&

found that the categorisation of information employed in

31
Faccenda Chicken Limited v Fowler did not really assist in a

situation revolving around the question of status to be accorded
to information pertaining to specific details of transactions
between employer and customer, particxlarly in the situation
where transactions were in progress at the time the transaction
ceased. His Honour considered that the situation was entirely
1i fferent and that information should be protected where Ehe
mployee had taken full advantage of his special knowledge of

FE e

‘ties of the business in relation to its clients’ affairs

in order to persuade those clients to transter their busine
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nature of information protected by the law of

that protection is lost through public

scope for anti-competitive implications

from agreements involving disclosure.

Broader Policy Aspects

should be noted that in some instances an innovator of

=4

choose which form

~t

ellectual property may be in a position to

( protection to seek, in addition to making the choice as to

whether to seek protecti (such as in the case of a

patent where it may be decided to maintain secrecy instead).

The of Trade and Industry discussion paper gives an

Department

vample of the computer software industry where copyright has

een used since it is more effective than patenting or design
, : 133

egistration.

‘ometimes one form of protection may replace another,

ffectively continuing the protected life of the product In
lew Zealand copyright has often been relied upon atter the

. . . . .3" Ny e 1 1
xpiration of ' a registered design or patent fhis may' be said

to upset the balance between public benefit accruing from

intellectual property systems and competition policies. Trade

ectively replace patent protection

mark protection may also eflf

upon the expiration of a patented product which is marketed

trade name.

under a
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[t must be accepted that it is for Parliament to decide the

complex socio-economic question as to whether intellectual
roperty rights do indeed serve the ends of promotion and

disclosure of inventiveness such that they can be described as

nro—competitive.

1

is impossible to maintain the position that agreements

L}
~+
®

relating to intellectual property are outside the purview o
restrictive trade practices provisions of the Commerce Act 1986
simply because it is the nature of intellectual property to
create exclusionary privileges and therefore restraint of

a7

ympetition. The two fields are not incompatible. ComE ISP

rises when intellectual property rights are used beyond their

egitimate scope. The question is rather one of boundary: where

loes the patent privilege end and where does the unlawful

. . 13§
restraint begin.

'here seeming to be at face value an inherent conflict between

156
intellectual property and competition law, Eagles has said:

"while one may admire the ingenuity thus expended on these
intellectual set pieces a point has to be made with some
force ds that they are ‘utterly S
of the proper interaction of intellectual -operty and
of the proper i1nteractionl ol antellectlla Property anc
competition law (sic). Nowhere in the capitalist world does
anti-trust law seek to do away with intellectual property
rights altogether or even (in most cases) prevent their
aggregation by a single holder. No—one doubts that some
sort o intellectual property regime is a social necessity.
this even begins to answer the real question which

~elevant to an assessment

1

—

w

at
f
None of
is not 'is intellectual property on balance a good thing?’

bt rather Yis' it not" rather

too much of a good thing in a

particular case and is competition law the most appropriate
means of redressing the balance? "
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his perhaps is an over-generalisation. Different rights, even
of the same kind, will have varying competition implications in
jifferent business contexts according to commercial and economic
circumstances. Any view is difficult to establish empirically
and attitudes to intellectual property rights in the competition

g " e 137
area become very subjective.

is must in turn depend upon the perceived goals of both

intellectual property law and competition law. In New Zealand,
it is submitted, we have a very clear statement of the essence

C the of our competition law set out in the Commerce Act

e}
:
e
w

)86. Competition law is not to be seen primarily to protect a
status quo of many small entrepreneurs. If it were then the

technological innovation and marketing success of some firms

would be a threat to be dealt with harshly.

he long title of the Commerce Act 1986 states Ehat 1t yls AR

t to promote competition in markets within New Zealand

is important to see the Act in the context of the
138
wvernment's broad economic strategy which is that:

"the productive resources of the economy should be allocated

more in accordance with the demands of consumers rather than
the demands of producers. In one sense, the move 1s from a
private enterprise approach to a free enterprise one. The

Commerce Act 1986 is intended to underwrite this policy
shift and the dismantling of public regulation which the
implementation of this policy involves, by preventing the

cetition in

substitution of private regulation of comj
markets, by means of trade practices”
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is fundamental to New Zealand competition law that
“

ompetition itself is seen as an ideal rather than the interests

competitors.

. addition to the Government'’s deregulatory economic management

olicies it is relevant that the Commerce Act 1986 implements an

140

sspect of the C.E.R. Agreement, which requires harmonisation of

d

smmercial laws between New Zealand and Australia, by closely

ollowing the Trade Practices Act 1974 CAnSIE )t

he Australian Industrial Property Advisory Committee has

13}

stated:

"We see no reason why competition laws proscribing conduct
which has substantially anti-competitive effects should not
have full application in relation to anti-competitive
conduct which involves patents. In those cases where the
patent of itself creates extreme monopoly power, this will
mean that the patentee must limit the exploitation of his
exclusvie right so as to avoid substantially lessening
competition. In some circumstances, this could mean that he

will be obliged to license others on reasonable terms.
o

z

What is critical, however, whether patents are the sole
factor or one of multiple factors contributing to market
power, is that the circumstance attracting the operation and
sanctions or remedies of the competition law should be that
the conduct in question is calculated substantially to
lessen competition, and not merely that it involes a patent
or the exercise of patent rights. There is no reason for
special treatment of patent-related conduct as such, by way
of either special prosciption or special exemption.

s Professor McCarthy has noted, it is also important to bear in

ind that as the ‘main-stream’ of competition or anti-trust law

ind policy changes, so also does its impact upon intellectual

roperty change, for the "intellectual property - anti-trust
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terface is but a tributary of the main stream of anti-trust

. 14-2

Goals

A

Interpreting Polic

giving effect to the statutory provisions the New Zealand
urts will face questions of construction in the light of the
derlying legislative policy. The traditional methods used by
mmon law courts to interpret statutes raise concerns about the

tition law cases. This

®

oad policy concepts involved in comp
ncern is exacerbated when reference is made to economilc
ncepts, which, it is said, must be read into the wording of
rtain provisions. How does this fit with canons ot
nstruction such as natural and ordinary meanings? A

rticular manifestation of this problem occurs when considering
he role that lay members or expert witnesses majy play in.the

etermination of such questions of "law"

>d according to

t is to be hoped that early cases will be arg
learly established economic concepts rather than competing
heories, and that economic jargin will be avoided. With the
dvantage of experience accumulated in overseas jurisdictions 1in
ealing with such issues, the courts in New Zealand should have

ittle difficulty in finding the correct balance in applying

conomic principles and the law to commercial situations.




In addition to fears as to the use of statutory construction,
pengilley has said that the patent rights/competition conflict
may be seen as involving essentially a question of personal

1 194 .
property rights. He regards the property analogy as designed
more to enable the patentee to sell, lease, or licence the
rights rather than for any other reason, and the property
nalogy incomplete since, firstly tangible property, without
property rights in it, would cease to be manufactured and sold
whereas a patent invention would not cease if patent monopolies

.re abolished, and secondly because a patent property right may

srry an inherent position of market dominance, unlike tangible

roperty.

135
ngilley concluded by saying:

"For you do not have an absolute right to do what you like
Wi thSveurSedar, You must register it, keep it mechanically
safe, it must have certain equipment in it and you must not
drive it after indulging to excess. Your rights to deal
with your car ‘as you think fit’ are largely
by other rules. Why should patent rights not similarly be
circumscribed by competition rules even if there is a basic
right to deal with your patent ‘as you see e

circumscribed

+h t

e
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Intellectual Property Rights and Monopolies

property statutes and common law principles

I

he intellectual
rant legal property rights in a variety of forms. Although the
ndividual components of this system differ, in scope and

‘ uration, it is usual for an inventor or similar developer of

ntellectual property to be given an exclusive right to the
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bject or idea he or she has developed. It is these exclusive

rights which raise concern as to the detriments which are

normally associated with the exercise of monopoly power.

[t is important to distinguish between "monopoly" as it is used
in economics and competition law and monopoly as it is used to

describe intellectual property rights.

. : : . e 146
economic terms in the context of New Zealand competition law
wonopoly" means a true market monoply which, in terms of the
mmerce Act 1986, would generally give rise to a dominant
position in a market. It connotes market power.
n the intellectual property context "monopoly" is used in a
i fferent sense, that of a property monopoly or monopoly in a
srticular product, process or method.
137
1igles has said:
"f1lt is true that patented goods often face competition
from products outside the scope of the patent. This does
not, as has sometimes been argued, make the patent any less
of a monopoly. All it demonstrates that a monopoly is not
the same as market dominance (sic). One may have a monopoly

(
on the production of glass bottles in New Zealand. This 1is
of little use if bottles face stiff competition from cans.
In such a case having the patent for bottles (if such a
thing were possible) would be of little consolation.”

he writer would argue that the word "monopoly” is misplaced 1in

‘agles 'example, since the writer regards a monopoly as a state

i3
>

€ affairs in a market, and if substitutes are available, there
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no monopoly. If so does not Eagles’ example fortify the view
,at a true monopoly is quite different from the exclusivity of

intellectual property right?

e strength in market terms of an "intellectual property
mnopoly"” is dependent on factors such as the nature of the

oduct market. Despite intellectual property protection other

articipants in the market may be able to provide sufficiently

lose substitutes to prevent a serious lessening of competition.
yreover in a dynamic market the commercial advantage of legal

>minance is not necessarily long lasting. In addition the

state of the art" in the particular product area will determine

the degree of competition. The effect on competition will be

ich less in respect of refinements in technological terms than

: s s 5 : 14%
ill be the case in respect of massive innovation.

n exclusive right which cannot be avoided by substitutes or

lternative technologies may well significantly inhibit

ompetition in a particular market.

t is necessary to look to the extent to which each intellectual

roperty right confers a true monopoly.

Patents, Registered Designs, and Protected Plant Varieties

n British Leyland Motor Corporation Ltd. & Another v Armstrong




ry

]

N A
149

tents Co. Ltd. & Another Lord Bridge of Harwich said "[t]he
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1ts conferred by the 1977 [Patent] and 1949 [Registered

gns] Acts are clearly distinguishable [from the position

r the Copyright Act], in that they are truly and Xpressly

e
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soilais it ale i In Hartford-Empire Co v United States Rutledge

E 2 LSRRI oL I L] S AR s = sedB e e =]

hough dissenting, said "[blasically these [patent laws and

—trust laws] are opposed in policy, the one granting rights

(EX S

onopoly, the other forbidding monopolistic activities”.

153
is clearly Eagles’ view also.

he Department of Trade and Industry Discussion Paper on

llectual Property it was said that "the patent system

tes a temporary legal monopoly for inventors".

essor McCarthy regards the view that a patent is a monopoly
/ o ~

\

\
misnomer. He has stated:

(4

"The term "monopoly" to an economist generally means nothing
more than a seller who has some legal insulation from
competitors and faces a negatively sloped demand curve. A
patent is certainly "property” 1in the sense that it is a
legal right to exclude others from making, using or selling
that slice of technology defined by the patent claims. The
problem is that the term "monopoly'", largely neutral to the
economist, is not neutral when used in an anti-trust

context. It connotes that patents are somehow inherently

anti-competitive and anti-social. But a true "monopoly"
takes something from the consumer that already existed. A
patent does not take away competition in a technology which

previously existed: it grants a limited term exclusive right

in a new technology introduced by the inventor.
Unfortunately, the word "monopoly" has been devalued by 1its
constant use as a sloganeering epithet by anti-patent
zealots.

A true "anti-trust monopoly" consists of very substantial
market power in a relevant economic market. A patent does
not define its own relevant economic market and in most
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cases, a patented piece of technology faces considerable
competition from alternatives. Without a searching relevant
market analysis, one cannot state that the claims of all, or
even many, patents automatically define a true "relevant
economic market".

[156]

As Bowman observed:

"A very large percentage of patents granted, even those
which involve nonobvious invention and result from
substantial investment in innovative activity, may be 1in
fields where substitute patents or non patented
substitutes are so close that in economic terms the
"patent monopoly" may be very limited or even non
existent"."

. example of the distinction may be taken from the facts of

” 157
nsanto Co v Stauffer Chemical Co., which although not a
mpetition law case, provides a set of facts which can be
1alysed using competition law concepts. In that case the
laintiff had a monopoly right in a particular chemical
herbicide, Round-Up, but that would not automatically translate

158
1to a dominant position or monopoly in the herbicide market.

e same considerations apply to protected plant varieties.

n the Departmental Discussion Paper on Intellectual Property it
asesaid that the Designs Act 1953nlprovidesiithe 'cwner ofta
esign with monopoly protection on trade in the artiecle
ontaining the design when that design is registered under the

Is9
@i s
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o Trade Marks

160
A trade mark is not a monopoly. A registered trade mark does

not prohibit the manufacture or sale or a product identical to
competitors so long as that product does not bear the

competitor’'s mark.

161
McCarthy has said:
"the only market power a trade mark really gives is the
right to prevent customer confusion....

A "trademark" is created only in the public mind. And a
trademark does not force anyone to buy anything:

"The most a successful trademark can do is to persuade
consumer to try the product - once. A trademark does
not have the monopoly power to force the public to buy

something 1t does not want . " (6]

Thus, to define all trademarks as "monopolies" in the
absence of an exhaustive relevant market analysis is
meaningless. The vast majority of trademarked products are
in severe competition with other trademarked products. et
makes no sense to say something like: "The Ford Motor Co.
has a monopoly of FORD automobiles." FORD brand autos are
not a relevant economic market. The [United States] Supreme
Court observed that: "[T]lhis power that, let us say,
automobile or soft—-drink manufacturers have over their
trademarked products is not the power that marks an illegal
monopoly. Illegal power must be appraised in terms of the
competitive market for the pruduct.“ﬁ“l"

owever, that trade marks in the shape of a bottle would confer
monopoly, presumably in the intellectual property sense, led
he House of Lords to refuse to allow an appeal against the
egistrar of Trade Marks' refusal to register the Coco-Cola

1 13
ottle as a trade mark."*
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Copyright

s
rd Griffiths referred to copyright in British Leyland as "a

ight in the nature of a monopoly". Further his Lordship said

'if, as I must for the purpose of this argument, I assume that

,rliament has, through copyright, given a monopolistic right to

166

the manufacturer in the shape of his spare parts”

'his appears, with respect, to miss the point that copyright is

system which was compatible with a British Leyle

11y ever infringed where the copyright work is substantially

rht

ypied. Indeed a work identically emulating a copyrig

rotected work does not infringe if it can be shown to have been

-

reated independently, since, for present purposes, the

estricted act is reproducing the work or a substantial part of
167

e

owever, Lord Griffiths may have been referring only to the

eality of the particular situation in that case that an exhaust

1d car couid

—

nly be designed economically by resorting to copying or some

orm of reverse engineering. This reality was expressly

. 2 : 148
eferred: toF by Lordt Briidges

he artistic

ke

ord Bridge took a somewhat different view of

[

Opy gt S coden His Lordship said that it "does not purport

to confer any monopoly, only, so far as relevant for present

Urposes to protect the copyright owner from reproduction by
L 2 l— £ = J
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169
copying". The way in which his Lordship distinguished copyright

o . . . . . 70
from patents and registered designs also indicate this view.

McCarthy also makes the point that the owner of copyright in a

work does not have a "monopoly" in the sense that it must

. . . : 8 s 7
survive in a market amid a plethora of competitive works .

I s submitted this fits din with the writer’s wiew that

copyright does not create a true market monopoly, but only a

nonopoly" in one particular work such as a certain novel.
is just a matter of degree which here makes the ordinary

person reject the idea that a particular novel has a "monopoly

since copyright only confers a narrow "product monopoly".

Fagles points out that the view typified by McCarthy may well

sit well with novels, but becomes unsound in the case of

opyright protection for three-dimensional industrial objects,

172
g Yax st Y inl New YZeal and.

Trade Secrets, Breach of Confidence, and Know-how

1

he concept of trade secrets, confidential information, or
" Ow—t o w D s , r -+ ~ rearrecyv) ~F3ive ice to
now—now, y its very natiure (secrecy), can give rise LO

xclusivity of products or services. In some clrcumstances

power.

| technical advantage gives rise to market

|
i \ product or service based upon trade secrets or know-how will

arely enjoy a position in a market in which there are no
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reasonable substitutes. But as in the case of patents, there

mav be circumstances in which such products or services occupy a
J ) g,

separate market so as to constitute monopolies.

Before leaving this discussion of monopolies, it should be
entioned that nowhere does the Commerce Act 1986 refer to
"monopolies" or "monopolisation". Section 36 which in effect
ntrols (but does not prevent) monopolisation, refers to a
173

dominant position in a market" which represents a lower measure

f market power than does a true monopoly.

n certain circumstances statutory monopolists may have
ompetitors and conversely it does not take a true monopoly to
etter competition. For example we have seen that trade marks

o not confer a true monopoly, and yet a trade mark may well be

1sed as the vehicle for an anti-competitive scheme. This was

=n

ecognised by the European Court o Justice in Pronuptia de

aris v @ghiiigg;l'SW4wheru the mark, in that case, at least in
art, identifying a franchised service, operated as the

ncentive to draw franchisees into an anti-competitive
ranchising agreement.

'hese comments as to the accuracy with which the label

'monopoly" may be attached to various intellectual property
ights must be borne in mind in applying the statutory enactment

f New Zealand's competition policy. Semantics can lead to

flawed conclusions.




111 LAWS ADVANCING COMPETITION POLICIES OUTSIDE THE COMMERCE
T ACT_1986

Ay Competition Policies Promoted . incthe Intellectual IProperty
Statutes

Each intellectual statute has particular threshold requirements

yr protection which ensure that only "worthy" subject matter 1is

pEe CeiciEeds:

me of the intellectual property statutes make provision for
the regulation of certain anti-competitive conduct on the part

f right owners. Often this regulation is by way of compulsory
icences. Although anti-competitive behaviour is not the only
bject of these provisions, for they relate generally to the
ider notion of the public interest, conduct such as refusal to
icense or otherwise failing to satisfy the reasonable
quirements of the public for access to those rights can be
revented.

t should also be noted that, with the exception of copyright,

egistration is required under each of ‘the intellectual property

o =5 =

|
\ tatutes before the inventor or designer has any enforceable
|

gal rights in respect of the intellectual property. This s

»ly to passing off and breach of confidence.




1, Patents Act 1953

The requirements for registration in themselves prevent
unjustified appropriation of rights of exclusivity. These

. 17§
already have been dealt with above.

46 — 50 of the Patents Act 1953 provide means for

\.
t
e
@]
—
=
n

avoiding abuses of patent monopoly rights and protecting the
1blie interest.

Section 46 jof the Patents 'Act 1953 provides for fcompul'sory
ndorsement or licences permitting others to use the patented
nvention on application to the Commissioner of Patents. This
rovision prevents patent holders from suppressing inventions as

source of competitive advantage. The grounds upon which

pplication may be made are certainly wider than for the purpose

f promoting competition. They really apply where the
easonable requirements of the public in relation to a patented
\ nvention are not being met. They are outlined in s.46(2){(a) -
: b
77
cHE:

"(a) That the patented invention, being capable of being
commercially worked in New Zealand, is not being
commercially worked therein or is not being so worked
to the fullest extent that is reasonably practicable:

|
‘ (b) That a demand for the patented in New Zealand 1s not
1 being met on reasonable terms:
(ic) That the commercial working of the invention in New
Zealand is being prevented or hindered by the
o -

impon tatiion Yo f (t helfpatenbediia peniel et
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patentee

the grant of licences under the patent, or upon

urchase, hire, or use of the patented article or

ss, the manufacture, use, or sale of materials

rotected by the patent, or the establishement or

opment of commercial or industrial activities in

calland i Unfaidnlvipresudicec

have overtones in terms of competition.

s intended to prevent patents being sealed and

d by the proprietor. This in effect means that

t to make use of the patented invention rather

eavouring to prevent anyone else from doing so.

rovides that an application may be made on the
supplier of the patented article is not meeting

nable terms. Although reasonable does not

ate with competitive, anti-competitive conduct

aid to be unreasonable.

relates to the encouragement of domestic industry

desirability of patents being worked in Nev
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natentee refused a licence under a patent over a unique form of

Subject to certain exceptions the Commissioner, if satisfie

- 53 -

,aland rather than any pro-competition grounds. From a
mpetition point of view it does not matter whether the
mpetition comes from within New Zealand or from imports.

aragraph (d) relates to refusals to licence. Certalinly

@®

(e

nti-competitive conduct may afford a ground for an application

v
ol
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r a compulsory licence under this head. Borkes

lachinery for use in paper mills or did so only on onerous terms

his would prejudice the chance of competitors to compete. They
ould either have to continue to operate less efficiently

ithout the machinery or pay the price for the licence, in which
ase they would still be operating inefficiently by paying too
uch for the use of the technology. Those competitors might

ave the right to apply under s.46 although presumably some
vidence of inadequate or abusive use of the invention by the
wner would also be necessary.

' B TR

raph (e) applies in similar circumstances wnere conal

~
o))
oG
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}

rejudicing commercial or industrial activities are imposed by

he patentee upon the grant of a licence. An example would be

npt to restrict or control further manufacture using the

>roduct as an ingredient.

178

hat a ground is made out, may order that licence be granted,
ipon such terms as he or she thinks fit. Section 47 allows the
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Commissioner to order the grant of licences to customers of the

- - 179
applicantfalsen

Section 48(1) outlines the general purposes which the

Commissioner should endeavour to secure when exercising the

powers under s.46:
e Cal) That inventions which can be worked on
a commercial scale in New Zealand and
which should in the public interest be
so worked shall be worked therein without
undue delay and to the fullest extent
that is reasonably practicable:

(b) That the inventor or other person
beneficially entitled to a patent shall

emuneration, having

1!
NN SO Y AT Y 1 - ~
receive reasonable 1

ture of the invention:

regard to the na

(e Tha® sthesinterests ol lany cperson forilthe
time being working or developing an
invention in New Zealand under the

protection of a patent shall not be
umbad e Ly pre judiced o

gain, whilst being much broader than merely advocating
ympetiticen by limiting the use that can be made of a patent,
hese criteria allow, or indeed require, the Commissioner to

ake into account matters of competition policy that can be said

o be in the public interest and to ensure that reasonabl:

emuneration is given to inventors; excessive remuneration 1is

ot prohibited, but there is scope for the Commissioner to look

e extent of thenwpro-cempe tivtivie sef fect ofl Hhe Sgr dnscE a

mpulsory licernce denends of course on the terms that the
~ r




Commissioner 1imposes. However the grant of a licence 1

nakingonofinanlorder: for thewgrantiefia licence underts.btbhlany
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grant of limited monopoly.

n the last resort a patent may be revoked. Two years after the
erson interested may apply for the revocation of the patent

pon the same grounds as for the order made s.46. L Eiee
mmissioner is satisfied that any of those grounds are
stablished and the purposes for which an order may be made on

n application under s.46 could not be achieved by making such

n order as is authorised, he may order the patent to be

evoked. Such an order can be made conditional on a failure to

ool o . . ; W, 12
omply within a reasonable period with certain conditions.

actione 66 oft thenPatents Acik 195802l sehprovides | that eertain
r

estrictive conditions in a contract for sale, lease, or licence

183
£ oy par tiecul arl artie lepshalliv begvoiias: These are conditions
wili el PG O
ila) To require the purchaser, lessee,
or licensee to acquire from the vendor,

lessor, or |lecensor, or hlis Hominees,

e

or prohibit him from acquiring rom any

specified person, or from acquiring

1

except from the vendor, lessor, or licensor,
or his nominees, any articles other than

the patented article or an article made

by the patented process:

(b) Tow prohid bithithe | purchaserszn lesses;mor
licensee from using articles (whether

patented or not) which are not supplied
by, or any patented process which does

not belong to, the vendor, lessor, or
licensor, or his nominees, or to restrict

the right of the purchaser, lessee, or




Paragraph (a)

1
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licensee to use any such articles or

process.

expressl
184

line forcing" type)

v forbids

tying arrangements ( of a "third

such as a provision requiring the purchase

unpatented articles from the patentee as a condition of the

sale of the patented articles.

l.-

irectly invalidates a

iragraph (b) is aimed
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n competition policies.
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[ is unnecessary to show that the likely effect of the

ndition will be a substantial lessening of competition as is
required in s.s5.27 and 28 ot the Commerce Act 1986. However,
fhe "sicope ok SshroiGi MRy Sals S imitieclit In*Transfie id Pty LEdo W
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‘1o  International Ltd. ‘the appellants claimed " that s.102(F)
the Patents Act 1952 (Cth.) as amended, which was, for

resent purposes the same as our s.66(1)(b), rendered void a

ause requiring a licensee to use its best endeavours to
romote the licenced technology. It was argued that it

revented the appellant from using an article or process

ipplied or owned by some person other than the licensor.

it

he majority of the High Court of Australia rejected this

, o Sl 1 . 1£9
rgument. Stephen J referred to the "obscurities of drafting"”
‘ n the section and confined his analysis to the fact that
190
.112(1)(a) applies only to the "using" of articles or <
191

| rocesses. His Honour regarded the clause in the licence as
ntaining no express prohibition or restriction on use. The

lause did refer to the'"selling” of the patented article and did

1e energetic promotion and development of the greatest
ssible market for the patented article, and here it entered
he area of implied prohibition and restraint, at least to the
xtent that the offering for sale and selling of competitive

rticles would prejudice the sale of the patented article.

wever Stephen J held that the s.112(1)(a) reference to "using”
ticles or a process was not concerned with their "sale". His

mour relied on Tool Metal Manufacturing Co. Ltd. v Tungsten
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Electric Co. Ltd. and also the limitation placed

5.112(7)(a) which in effect excludes from the

on

s«112

prohibitieon

subs. (1) a condition prohibiting the convenantor

yods other than those of particular persons

respondents were free, to impose the "
n New Zealand s.66(53) incorporates the same

is somewhat limited in application by the
1ly". That distinction means the Australian
istinguished when there is some other aspec

hat is not protected by s.66(5).

he Australian Industrial Property Advisory

ecommended that s.112 should be repealed so

v

ntellectual property were also repealed as
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Iaf

egular renewal fees for patents also discourage

>tention of patent rights.

n addition the Patents Act 1953 prevents a
xtending his rights beyond the life of the
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relating to any such sale, lease, or licence, may be determined

yvtwithstanding provisions to the contrary in the agreement or

ny other contract, by three month’'s notice in writing.

The safeguards are designed to protect the public interest and

have the effect of making a patent monopoly a qualified rather

than absolute monopoly.

Trade Marks Act 1953

> requirements for registration of a trade mark restrict t

—
M

195
nti-competitive use of the system.

ection 14(3) provides in determining whether a trade mark is

dapted to distinguish as aforesaid, the Commissioner or the

ourt may have regard to the extent to which -

(a) The trade mark is inherently adapted to distinguish as

aforesaid,; and
(b) By reason of the use of the trade mark or of any other

circumstances, the trade mark is in fact adapted to
distinguish as aforesaid.

196
n Smith Kline, a trade mark case under the very similar United
. _ 97 el TS 198
ingdom provision, Lord Diplock observed:

"The reference to inherent adaptability would at first

sight appear more apt where the mark has not already
been used by the applicant in the course of his trade
before the date of the application. Howeve

r, 1'1['1\,"
before the reference to inherent adaptability had been

incorporated in the current statutes dealing with trade

marks, it had been held on grounds of public policy

that a trader ought not to be allowed to obtain by

registration under the Trade Marks Act a monopoly in




likely, in the ordinary course of their business and without any
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what other traders may legitimately desire to use.

is Lordship referred to the "classic statement of this

133
loctrine" in the speech of Lord Parker in Trade Marks Registrar
o - zoo .
W & G du Cros Ltd. Lord Parker stated that the right to

>sgistration should "

eg

largely depend on whether other traders are

mproper motive, to desire to use the trade mark, or some mark

early reasonabling it, upon or in connection with their own

201

oods.

ord Diplock noted that the reference to "inherently adapted" in
202
.9(3) has always been tr

ated giving statutory expression to

®
"
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he doctrine as previously stated by Lord Parker.

he system for trade mark protection clearly is directed to

1

listinctive or fancy features and will not permit traders to

cquire exclusive rights in matter in the public domain. This

voids competition concerns.

he Trade Marks Act 1953 provides no system for compulsory

icensing of marks. Provisions to prevent trafficking in trade
204

arks and to enable expungement of trade mark registrations for

205 1 ' L3
on-use are 1included in the Act to prevent abuses of the

tatutory rights.

n attempt to introduce an element of compulsion into a
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f

voluntary trade mark licence proved
Court of Australia held, in respect o
the Registrar had no power to require,

registration as a registered user,

manufacture in Australia the goods
) 206
is registered.

. Designs

he requirements for registration
- iwhe bl v functieonall artieles and
hese requirements avoid monopoly

mpetitors must be free to use (1

ranted patent protection).

2ction 14(1) of the Designs Act 1

fter the design has been register

mmissioner for the grant of a compulsory licence in
e design ont the ground that it is not applied te a
xtent in New Zealand by any industrial process or
rticle in respect of which it is registered. The

1y make such order as he or she thinks fit. [hus 1f
re insufficiently exploited, a compulsory licence may
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Copyright Act 1962

Fair dealing rights and rights of use for educational purposes

fetter the power of publishers and other copyright owners or

licensees to exercise their rights contrary to the public
1terest.

ht Act 1962 makes

n respect of musical works, the Copyri

o
o

@]
<
flo

sion for compulsory licensing. S.22(1) provides that the
pyright in a musical work is not infringed by a person making
r importing a record of the work intending to sell it by retail
r supply it for retail sale or use it to make copies which will
e so sold so long as records of the work, or of a similar
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daptation, have already been made in or imported into New
ealand or Australia for retail sale by or with the licence of
he copyright owner, and so long as the person gives notice to
he copyright owner of his intention to make or import the
1 1
I

=cord and pays the owner the prescribed royalty. [he royvalty

s prescribed.in s.22(2) and was amended by the Copyright
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nendment Act 1986. The

rate 18 5.6%, but'is Tte be'read as
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o
]
(4
2

(&)

yrovide a transition

.3% until 31 December 1987, presumably to T

| "l.:l(,)(].

1

he Governor General may, by order in councill,

.v“
=
g
ig
i
s
T
o
@

inner in which and the time at which such royalties shall be

1id. The Copyright (Record Royalties) Regulations 1963 were

ubsequently issued.
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to look at whether

available at

all issue a compulsory licence for
reproductive material of that
that grantee to sell to that
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of that wariety.
such quantities are available, the
into account any reproductive
Ehes icondi thfore sehalvalils ‘or
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of a specified group of persons,
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there 1s in
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This certainly allows the Commissioner to grant a
i1f there is insufficient competition due to the right
exercised in a particular manner.
ne Commissioner is to specify a royalty or payment that the
. 215
see or purchaser is to pay to the grantee.
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_Parts Exemption

In the recent decision of the House of Lord

Leyland Motor Corporation Ltd. and BL Cars

g in British

Ltd. v

26

Armstrong Patents Co. Ltd. and Armstrong Equipment Ltd.’
the majority of their Lordships held that the
Plaintiffs were not entitled to use their cepyright in
such a way as to maintain a monopoly in the supply of
spare parts) for their i cars, It has been said that this
prinicple "contradicts the very idea of copyright
a7
protection."
Throughout the speeches of the majority reference is
made to the fundamentals of competition politicy. Lord
21
Scarman said:
"the manufacturer of an article such as a motor
vehicle or other ‘consumer durable’ cannot by the
exercise of copyright preclude the user of the
article from access to a free market for spares
necessary to maintain it in good working order."
- - 2’9
Lord Bridge said:
"what the owner needs, if his right to repair is to
be of value to him, is the freedom to acquire a
previously manufactured replacement exhaust system
in an unrestricted market."
| | 20
Further on hig Lordship said:
'Either the court must allow the enforcement of the
copyright claim to maintain a monopoly in the
supply ot spare parts for the copyright owner an
his licensees, regardless of any adverse effect of
the monopoly on car owners, or the right of car
owners to a free market in spare parts necessary
for economical repair should prevail. ...« it seems
to me within the capacity of the common law to
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adapt to changing social and

economic

conditions to

counter the belated emergence of the car
manufacturer's attempt to monopolise the spare
parts market in reliance on copyright in technical
drawings by invoking the necessity to safeguard the
position of the car owner."

Lord Templeman, referring to the practice of the car

221

manufacturers, said:
"Ford have asserted copyright in their replacement
parts and have adopted a policy of not granting any
licences to manufacture or sell, thus asserting a

which has been stigmatised
and Mergers Commission as

practice which tends to

monopoly
Monopolies
competitive

by the
an anti-
keep prices

Ul
Even Lord Griffiths, who found for Armstrong on the
ground that the Copyright Act 1956 did not extend to

confer protection against indirect copying of
mechanical drawings, focused on competition. His
222

Lordship said:
"This bizarre result is the consequence of the
court’s construing  reproducing "anSsSR(HIINaS
including ‘indirect copying’' in circumstances where
it is not necessary to do so to achieve the purpose
of the Act which is to protect the commercial value
of the artist’s work and labour and not to grant a

(=]

monopely te a manufacturer."

Further, on the spare parts exception issue, his

223

Lordship said:
"It seems to me highly improbable that a motor car
manufacturer would exploit his copyright either to
starve the spare parts market or to increase the
fair price for his spare parts for I can 'thrynlk® ot
nothing more damaging to his prospects of selling
the Vcar  1n the Filrsct place s

Though these concepts were to the fore throughout their

Lordships® speeches, the decision of the majority was
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based by analogy on the principle of non-derogation
from grant and cannot really be seen as a stance taken
on competition grounds. That longstanding principle is
that as between landlord and tenant and as between the
vendor and purchaser of land, a grantor having given a

thing with one hand is not to take away the means of

enjoying it with the other. It was expressed by Bowen
LJ in Birmingham Dudley and District Banking Co. v

2.4
Ross.

y this principle should

Lord Templeman saw no reason wh

not apply to the sale of a car. The grantor of a motor

car sold with components which ey bonndy tolsEaad s duting

o
T

25

the use of the car:

"will not be allowed to derogate from his grant by

using property retained by him in such a way as to

render property granted by him unfit or materially

unfit for the purpose for which the grant was

made . "

226

his, Lord Templeman said:

"prohibits the copyright owner of the drawings from

exercising his copyright powers in such a way as to
prevent the car from functioning unless the owner
of the car buys replacement parts from the
copyright owner or his licensee.

s Lord Scarman said, the principle applies not only to

=g

motor vehicles but also to other ‘consumer durables’.

[he law had long recognised the right of a purchaser of

a protected item to keep it in repair without concern

for breach of any rights - the "right to repair". [hat




however did not extend to

parts«: tHenecel theiri hgrds
fromigrantiprincaplente e

thisczight' tolprepair inot

Unlikerin®its ariginal us
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third party manufacturers of
hips used the non-derogation
nsure the effectiveness of

=

he modern context.

e, the non-derogation from

grant .principlecin its applicaticonrte the right to

repaictalnotorNcarne e gl

manufaeturer and' user., 10

res no privity between

here need be no direct

relationsip of grantor and grantee. The copyright

owner sells cars to deale

m

consumers. Also, though

grantor—-grantee relations

rs who in turn sell to
it does not effect the

hip, the grantee actually

contracts with a repairer who infringes the copyright,

rather than the grantee i
though is in maintaining

grantees’

The right to repair binds

also those sub-contractor

behalf. Al serikrconldene

stipulation. Neither of

in the derogatien from gr

Problems of privity also

Armstrong's alternate sul

implied licence. [t appe

nfringing himself. The 1link

the usefulness in the

right to repair.

not!endythe manufaecturextbut
s who made parts on their

t be negatived by contrary

these points have been shown

led therriLordships italize ject

I

mission that there was an

ars odd that non-derogation
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from grant may be used by a third party independant
manufacturer supplying the world at large. In land law
a third party would not have locus standi to bring an
action restraining a landlord from engaging in conduct
that would render the tenant’s demise unfit just
because it is detrimental to that third party’'s
interests. "The essence of non-derogation from grant
is that it is a remedy that can be exercised only by
the ‘grantee’, it being merely a covenant implied into

the contractual relationship between grantor and
228

grantee.

According to the landlord and tenant cases of Port v
229 =30

Griffiths and O’Cedar v Slough Trading Co., ecausing the

grantee to lose profit or increase expenditure does not

cionsit Ltuites avderogation  from thes granit.y Thusy it dssnot

clear that British Leyland did render their grant (the

23y
rights: of ownership in cars) "materially dless fitl for
its purpose. Replacement parts were readily

from British Leyland or from their licensees, albeit at

a' silnghtily higher prices

[t has also been said that the non-derogation from

grant principle should be limited to land law since the

sum of the protection that Parliament has thought it

+

necessary to accord to a purchaser of goods has been

232

embodied in the sale of goods legislation.
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It is of particular importance that British Leyland

+

submitted that the conflict of competing rights between

the copyright owner and the vehicle owner had to be
resolved by reference to other legislation directed to
the control of anti-competitive practices, in
particilar the Fair Triadang Aok 19730 UK, )L N he

Competition Act 1980 (U.K.), and the relevant

PreVA SiHonsiio s tlieihlE . Ba€ N iire

0]

A Lord Bridge found
. 233
this unacceptable,

I enly feor then simpil el reasion” thats to accept it
would imply that, had the problem arisen before
o]

’

1973, no answer could have been found to it in the

combined operation of the Copyright Acts and the

common law."
However the force of British Leyland's submission can
be seen. They were allegedly derogating from their

~ (=] ~ (=] o

grant by asserting a monopoly right in the replacement
parts, thus enabling them to effectively control the
price. Their Lordships clearly regarded monopolistic
practice as inherently undesirable, but that is the
problem specifically addressed by Parliament in the
competition legislation. Indeed Ford have been
stigmatised by the Monopolies and Mergers Commission

for not granting licences to manufacture or sel]l

3 1

replacement parts for their vehicles, pursuant to the

) L. o 234
Compeitd tiont Actnl 8oL C Unke: )&

It was submitted by Shindler that Lord Bridge’s reason

for rejecting British Leyland’'s submission ignores the




e TR
Factst ‘that ‘copyright had ‘not fextended into this

functional field before those Acts were passed, and

1

that those Acts were passed precisely because there was

235

no remedy available. Shindler also noted that such
reasoning was in conflict with the sentiment expressed
by Lord Bridge in the paragraph following, that it is
"within the capacity of the common law to adapt to

236

changing social and economic conditions ...

However, the decision does not provide a precedent of
wide ranging effect. The spare parts rule is confined
Lo restraining the use of copyright in such a way as to
maintain a monopoly in the supply of spare parts. Iz
cannot apply to patents or registered designs. The
rights conferred by the Patents Act 1977 (U.K.) and the
Registered Designs Act 1949 (U.K.) are quite different
from copyright. They are both "truly and expressly

monopolistic. Moreover beth Acts provide for the srant
I g

of compulsory licences, "which must be taken to provide
such safeguards as Parliament considered necessary
against the possibility of abuse of the monopoly

238
granted".

Another difference, it was said, is that a patent 1is
only infringed, for present purposes, where the
invention is a product, by a person making or using the

product without the patent proprietor's consent, not
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exercised to prevent the reproduction of an article
covered by the patent and, on the other hand, not
allowing copyright to be exercised in derogation of
grant fto prevent sthe 'neproduction of janiactiecle which
244

l'sinot icovered sbyathetcopyr ght. This seems, with
respect, to be in turn inceonsistent with the noeotion of

infringing by indirect | copying: Lord Templeman himself

said "the exploitation of copyright law for purposes
245"

which were not intended has gone far enough."” It 1is

submitted that, accepting the concept of infringement

byt indireet copyingm they lawe ! has geneptoo. fary  for

their Lordships to retreat witheout going back on that

24L

vhich stand for it.

proposition and doubting the cases

b

In New Zealand it cannot be said that the
too far, since the Copyright Amendment Act 1985
actually increased the protection afforded against
indirect copying by protecting the copying of models,

given to those who design wit

o

bringing the protection

given those who design by

S

Cheir ihandsy mplice! that

2nndorsement

-

drawing. This must be seen as legislative

) 247
of the indirvect copying cases.

£

However if the basic idea behind granting intellectual

=

property rights is to confer monopolies, in a broad

sense s in order stonwneward the proprietor for his

248

ingenuity, skill or investment, as Shindler observed,
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then why does the non-derogation principle not al

apply to patents, which confer a "true monopoly"?

the distinction rests on the fact that a patent c

)

a true monopoly and Parliament has provided for
compulsory licences, then the logical answer is t
Parliament should provide for compulsory licences

respect of this area of copyright, as it has' déne

2439
musical works. This was in fact suggested by N Lok
o B 250 . - :
GriEfiths, It is not a true comparison to consid

public interest safeguard of compulsory licences
against the patent monopoly right as ag
non-derogation from grant exception to copyri
compulsory licence under a patent acknowledges th
patentee’s right and assures him remuneration. [
non-derogation from grant principle does neither
these things for the copyright owner. Assertion
effective monopoly is allowed but assertion of a
gififectivel monapo 15y i snate

. : . 43
Shindler also said,

it s even less lo
to

ls
jurisprudence prevent a Darty asser
Ju S | 1 1156 4 bl v &1l t A P £ T A9 s X
r ! s

statute—-granted monopoly rights solely b
allow him to assert these rights would confer

menehopy tem himn,
This does appear to insufficiently distinguish be
the true market monopoly, and that product monopo

which copyright gives.
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It appears that the House of Lords has, with the

non-derogation from grant principle, done to the

copyright law the very thing their Lordships say 1in
252
British Leyland that a copyright owner cannot do:

giving a thing with one hand and taking away the means
253 254
of enjoying it with the other." As Shindler observed,

@]
[
o
)]

there 1s perhaps a touch of serent

opening of Lord Scarman’s speech:

had intended to deliver a reasoned speech in
is very important appeal. But I find myself in
tal agreement with the speech to be delivered by
noble and learned friend Lord Templeman."
[he non-derogation of grant principle applies only to
copying those parts of a manufactured article that are
29k
necessary tormaintainiit: inligood repain:. It is a

matter of conjecture as to what constitutes a necessary

R paisEe It has been said that "Lord Templeman's
extension and elling of the ‘right to repair
defen 2, ostensibly bottomed on §m;)u,r ibhle 1;3_;-11
analogies, is 1in rl._r radical and pretty

237
]t’;:;'iﬁ;-*.ti\.i—'.
The House of Lords declined to comment on another point
regarding Article 85 of the E.E.C. Treaty prohibiting
dgreement tending to stifl competitior Armstron 14
disputed British Leyland’s claim on the ground that it
infringed Article 85 I'he Court of Appeal had rejecte




BritishiLeyland's practiece of entering inte licence
agreements with parts manufacturers other than

4

Armstrong, its illegality could not affect British

Leyland’'s ability to assert its intellectual property

rights against those who refused to agree. I'his may

have some relevance for the exemption provided in s.
253

LEss a pitytthern Lordshipstdid nat commentront this

poBnt. The Court of Appeal’s rejection does not fit

comfortably alongside the European Court'’'s

26o
jurisprudence. In Deutsche Grammophon it was held that

national courts must refuse to allow a plaintiff to
enforce otherwise valid rights if his object is to

bolster an unlawful anti-competitive practice or

AiSEecmen it

In April 1986 the U.K. Government stated in a White
264
Paper: that it intended tonarrew drastically the

to repair’ defence enunciated by the House of Lords in

262
British Leyland. [tlis proposed: tohprotect original
designs of all articles (including spare parts) which

are not artistic works by a new unregistered design
rughit nand tosproyider al terxn of g protechtionsuntergthe

new right of ten years from first marketing but with

licences available as of right during the second five

years of the term. Counversion damages are to be

=




abolished.
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new s. 20B which provides for a special exception

protection of artistie works which have been appli

28

industrially. The making of an object in three
dimensions (which includes a reproduction in two
dimensions reasonably required for the making of

=

object) does not infringe copyright in an artistic

=]

work, if, when the object or reproduction is made,

=

artistic work has been lawfully applied industrial

New Zealand or elsewhere for more than 16 years.

ht Amendment Act 1985 enac

ed

T
)

ted

1

Subsection (2) defines when an artistic work is appl

industrially. Hence a product is protected under

copyright against copying for 16 years from

commercialisation.

The Amendment Act also significantly curtails the

remedy of conversion damages where the infringing
copies are reproductions in three dimensions of an
artistic work, or reproductions in two dimensions

reasonably required for the making of the reproduct

in three dimensions, or in respect of any plate us
intended to be used for making those [ il ol e aat falies (oo

unless the Court otherwise orders having regard to

speel Ficimatter set lout insthe subsection
i)e
'he Amendment Act repealed section 20(8) which was

identical to section 9(8) of the United Kincdom Ac

a

from
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the subsection which Lord Te
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mpleman said was defective

to achieve the intended purpose of preventing the

extension of the scopelofico
itstmain eridginal vintenty ¢
thattsection 20(8)should be

and 20B.
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Tompkins J concluded:

"“that the changes to New
achieved by the 1985 ame
law in New Zealand now d
the United Kingdom to su
i!‘f‘l})})r‘upTi,—lf:e Fort. the Ne

the British Leyland deci
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Tompkins J looked at the Rep

L

Justicelof " thel Industrial BPr
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=General Vol "Educationy
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Lssue. Ford had been

private manufacturers




could select parts having high sales volumes and sell

£

at significantly lower prices without the need to
maintain quality or reputation. Rather than recommend a

specific spare parts provision, however, the committee,

I 1its fanadl recommendation, made a recommendation

273
which resulted in section 20B.

= - : . .. 276
Fompkins J said:

"in enacting that section the legislature not onlv

expressly recognised the copyvright resulting from
artistic work which has been applied industriaily -
what might generally be referred to as industrial
design - it also enacted a means by which the
previously existing problem of the duration of such
copyright should be solved, namely, by imposing a

reviously

sixteen year term. It overcame t
existing problem relating to convers

he new s.25(2A) effectively eliminating
es in cases of industrial desi

1
k
lon damages by

enae e

-

conversion damag
unless the Court otherwise orders. Se O E
legislature has expressly addressed itself to some
aspects of the two respects in which Lord Bridge

regarded the present law as highly unsatisfactory
in the extract from his speech that I have already
cENelEln Further, the repeal of s20(8) and its
substitution by s.20B indicates that the
legislature has expressly set out to remedy the
defect in the previous law to which Lord Templeman

reiflerTeds in hils) speechl

To follow British Levland in New Zealand would result

in the Courts imposing an exception that the
legislature had not considered it appropriate to enact

when it had expressly addressed itself to the problem

of copyright in industrial design. Any further

e J

exception, Tompkins J said, should be enacted by the

N ) , . ) 280
Legislature, ot by the Court,
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be short lived.

The case concerned an application to vary an
interlocutory order and so the matter may receive
detailed treatment in the future.
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It is submitted that the decision of Tompkins J is
entirely appropriate for New Zealand copyright law.
With regard to competition policy however, it does
indicate that the submission made by British eyl ane 149
thel House of | Lords: that competition legislation is the

only means to enforce competition podieyy . ds kthe
correct approach for New Zealand, at least as far as

copyright is coencerned.

<84 285
British Leyland and Mono Pumps were both considered by

Smelddey Ju dn

nufacturingiCo. & Another %

2%6

Alfred Holt & Co. Ltd. & Others. That case concerned
labelling tags or attachments in respect) e vhich

Dennison claimed copyright. The tags were used for
attaching price labels to clothing. They were applied

by means of a mechanical applicator, similar to a gun.

Counsel for the Second and

[hird Defendants argued that

1intiffs were attempting

to obtain a monopoly in

T

a functional manufactured product which was not
susceptible of patent or registered design protection,
relying on the exception to copyrij

recognised in British lLeyland. [t was argued that the

Plaintiffs| somght,tol asserts

"a much wider monopoly than did British Ley!and

bheca = it r ] 1 ¢ce the market { ¥ 1315 3 i

Decause 1 monopolises the market O supply of

tags, not just for its own guns but for those of

its competitors as well.... In the British Levland
}

case the

1t needed repair and i

1Y

,
1
chaser could at
5
L

by British Leyland or its licensees unattractive




- 83 =

purchase rival make from a more tolerant

manufacturer. Here the purchaser of a Dennision gun
or a competitor’'s gun cannot even begin to use his

gun without buying tags from Dennison at whatever
price in the context of a monopoly it chooses to

"

~ 1 .
cnar ge .

Smellie J held that the factual situation giving rise
289
to the spare parts exception in the British Leyland
case was clearly distinguishable. The evidence was
that the Plaintiffs did not sell their guns, rather
they provided them free to potential customers. The
only protection the Plaintiffs sought was in relation
to their attachments and they raised no objection to
those attachments being applied with guns manufactured
by other parties. Smellie J held that there was no
sense in which the Plaintiffs, once having sold the
attachments, sought to curtail by way of copyright or

290

otherwise the purchaser’'s use of them.

@

23)

Referring to Mono Pumps, Smellie J found himself in

"

entire agreement with the conclusion reached by

292

Tompkins J ;

293

The British Leyland decision has been considered

[}
=

Australia hl“Hrmgqﬁﬁ&ﬁﬁwﬂiQndLé{(Wﬁ.‘!FMYJ@NQCU

224 7 A
Australia Pty, 1Ltd. & Ors. In that case Wilcox J said
295
that the result achieved in British Levland "may fairly
be described as remarkable'. Without deciding whether

to follow the House of lLords, Wilcox J referred to the
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fact that the Australian Parliament had dealt with
inter-relationship between the Copyrdghts Act 1968
(Cth.) and the Designs Act 1906 (Cth.) as recently

1981, intimating that the judicial intervention of

296
their Lordships may not be applied in Australia.

C. Re Coca-Cola Co’'s Applications

297

British Leyland v Arms trong Patents was not the on

case during 1986 in which the House of Lords stood

against monopolisation. lncRe Coca-~-Colal@onls
298

Applications their Lordships re

@
Hh
1))

]

the

as

y

)

to allow an appeal

against the decision of the Registrar of Trade Marks t

register the distinetively shaped Coca-Cola‘bottle as

trade mark under the Trade Marks Act 1938 (UK., ).

Lord Templeman, with whom their Lordships agreed,

<99

commenced his speech:
"My Lords, this is another attempt to expand the
boundaries of intellectual property and to convert
a protective law into a source of monopoly. I'he
attempt to use the Copyright Act 1956 for this
purpose failed recently in British Leylan L Motor
Corp Ltd v Armstrong Parcents CovLtd N1 986 ALRATIDER
850, [1986] 2 WLR 400. [he present attempt is
based on the Trade Marks Act 1938."

According to Lord Templeman Coca-Cola claimed “that

during and since the period of protection for the

Coca-Cola bottle under the 1907 [Patents and Designs]




|
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Act the Coca-Cola Co. has been entitled to a monopoly

300
in the Coca-Cola bottle as a trade mark".

The writer has already submitted that trade marks

|

confer no market monopoly. Indeed Lord Templeman only

referred to a produét mencpoly, in the Coca-Cola

bottle, and yet the disdain demonstrated at Coca-Cola'’
attempt gives the impression that a market monopolyv
would have eventuated from the registration of the
3o
trade mark:
“ItVis ‘net sufficient for''the Cota-Colathottlerss
be distinctive. The Coca-Cola Co. must succeed i

+

the startling propesition that the bottle' is &

trade mark. If so, then any other container or anv

article of a distinctive shape is capable of be
a trade mark. This raises the spectre of a tota

and perpetual monopoly in containers and articles
achieved by means of the 1938 Act. Once the

S

Y
i

1

container or article has become associated with the

(i

manufacturer and distinctiveness has been

established, with or without the he

monopolies created by the Patents Act, the
D

Registered Designs Act or the Copy

perpetual trade mark monopoly in t
article can be achieved. In my op

it
Act was not intended to confer on the manufacturer

of a container or on the manufacturer of an articl
a statutory monopoly on the ground that the
manufacturer has in the eyes of the public
established a connection between the shape of the
container or article and the manufaectuer. A rival
manutacturer must be free to sell anv container or

article of similar shape provided the container or
!

article is labelled or ~kaged in a manner which

]
avoids confusion as to the origin of the goods in

the container or the origin of the article.

J02
| D

lark, James v Soulby where the P bl

laintiffs sold black

lead in the form of a dome. heir products were

e

Lord Templeman referred to the case of Re James's Trade
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impressed with the representation of a dome and their

labels carried a picture of a black dome. Thev were

allowed to register the representation of a black dome

as their trade mark. They were not entitled to
3e3
register the article itself. Lindley LJ said:

"Of course the plaintiffs’ in this case have no
monopoly in black lead of this shape. Anybody may
make black lead of this shape provided he does not
mark it as the plaintiffs mark theirs, and provided
he does not pass it off as the plaintiffs’ black
lead. There is no monopoly in the shape, and I
cannot help thinking that that has not been
sufficiently kept in mind."

Their Lordships also agreed that Smith Kline and French
304

Laboratories Ltd. v Stirling Winthrop Group Ltd. was

distinguishable. In that case the Plaintiffs were

allowed to register distinctive colour combinations as
trade marks for drugs sold in pellet form in capsules.

Lord Diplock there rejected the argument that a mark

Hh
+
)
®

could not cover the whole of the visibile surface o

3os™
goods to which it was applied.

Lord Templeman was of the view that the SmithiKiineaoé
case only related to the colour of goods and had no
application to the goods themselves or to a container
for goods. His Lordship said: "A colour combination
may tend to an undesirable monopoly in colours but does

not create an undesirable monopoly in goods or

307

contaliners.
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Lord s Dipleck im the Smith Kline case, however, in no
- - . 308
way confined his reasonsing to colour only. A mark may
be incorporated into the structure of goods, so long as
it can be seen on visual examination. His Lordship's
reasoning seems based on the ground that the mark must
be "capable of indicating a connection in the course of
trade between the goods and the PrOPrietors ofithe
399

mark." The colour combinations were Seens as! more
relevant to the distinctiveness of the mark, than to
whether there was a trade mark at hamel e And in
Coca-Cola it was assumed without being decided that a

310
Coca-Cola bottle was distinctive,

Turning to the Trade Marks Rules 1938 (U.K: ) Lerd

Diplock observed that R.28 authorises the Registrar to

(®)
h

accept a specimen or copy of the trade mark instead ¢

a representation by way of a drawing or other pictorial
3

representation’ of) the marik. Hi

In the case of a trade mark which is intended to

be used on the actual gocds in respect of which

[0

is to be registered, I see neothing inrthese riule

5
to require a trade mark to be two-dij mensional only
or to exclude from registration a mark which covers

the whole of the visible surface of the goodsy

. 312

Further on Lord Diplock stated:

| i e
Ks that were

[rade marks in their origin were mar
applied to goods by their maker so that a buyer by
visual examination of the goods could tell who made
them, Makers’ marks on silver and gold plate
afford some of the earliest examples, With the

growth of advertising, representations of trade
marxs have become widely used in adverti sements so
I

as to familiarise buyers with the mark., but the
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application of trade marks to the
to the packages containing them s

thelir fbasie“function. The mark may
the maker to whatever visible part
chooses as 'suitable: If he habitually places

a particular position on the goods
distinctiveness in fact as indicating

goods are of his manufacture may
the fposit bon s im twh rch it appears
in the case of markings of a kind
intrinsically uncommon their dist
trade mark may depend on the posi

p
marlkinoc '® eadar on i goode ! S
marKings appear on the g§00ds, as,

bands of colour or a rai sed moulded pattern
+

the neck
product." (My emphasis).

his Lordship referred to Re James'’
laining that the passage of Lrnd Leve el
by Lord Templeman was delivered in the
clearing up the erroneous view apparently
Pearson J at the hearing that the effect
registration of a trade mark in the shape

would be to make it an infringement of

anyone other than its proprietor

) <

k lead of

Srq

lixcie®

lames is "casle 'dioe s niot ;) bl my view
tion involved in the instant
evemn i imcilc it s apothegm were

on the ques

of general application the "thing marke

instant case is the pharmaceutica

pellet form within capsules and the

colour applied to one half of the

various colours applied to the individual

within the capsule.

1s submitted that Re Coca Cola Co’

seen more as another po

associat

tiveness

of a bottle containing the

s

*Tte

hat shape. This led Lord

LCEY Geel s o

G

1tutes

313
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mark
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competition poliecy grounds than a reasoned approachy toe

the law of trade marks. 'he case is most helpful as

being reflective of Lord Templeman’s, and it seems the
present House of Lord’'s, desire to restrict

intellectual property rights within narrow limits.

Is. Passi

ng-0ff

1. The Weighing Process

316
In the Cadbury-Schweppes case Lord Scarman, after

e . : ., 917
outlining the test for passing-—off, saijds:

"But competition must remain free; and competiti
is safeguarded by the necessa ko fior the pladgnti £ L
to prove that he has built up an ‘intang
property right’ in the advertised descriptions of
his product, or, in other words, that he has
succeeded by such methods in giving his product a
distinective character accepted by the market. A
defendant, however, does no wrong by entering a
market created by another and there competing with

on

. 4 1
1Dl e

3 ( g
its creator. A& line may be difficult to draw: but,
unless it is drawn, competition will be stifled."

38

Further on his Lordship said:
"In reaching his conclusion of fact that the
respondent had ‘sufficiently’ distinguished its
product from 'Solo’, the Judge had not only to
conduct an elaborate and detailed analvsis of the
evidence, which he certainly did, but to bear in
mind the necessity in this branch of the law of the

balance to be maintained between the protection of

a plaintiff’s investment in his produet and e
protection of free competition. It is only if a

p et i 6 clan lesttabilbish ol

.

invaded his intangible
by

1

E LA C )3
become recogn
the product that

be rest I‘-Lx"fv'w! .




monopoly. The new, small man would increasingly
find his entry into an existing market obstructed

by the large traders already well known as

operating an it.!

Justification in Passing-0ff

[\

Another example of the flexibility of the court

enabling the prevention of the use of intellectual

property actions where the effect would be
anti-competitive occurs in the cause of action
passing-off.

9
In Erven Warnink: Lord Dipleck stated that in

for passing—-off which satisfied each of the common

law's requisite elements, the action may still

Jzo
there was also:

"present in the case some exceptional feature
Justifies, on grounds eof public policy, wil

from a person who has sufferred injury in
consequence of the  decept

prospective customers or consumers of his
remedy in law against the deceiver".

e

ion practised on

Lord Diplock went on to refer to the deve

to take account of modern business practices
ethics. This may sugge
emphaslis may be brought to bear in the area of

o

Lorts relaitingl tonEaly tradimgh

opment

2stithate ar pro—-competition
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Contracts Aect 1990,

A defendant may be relieved of the oblig

confidence and so have a defence to an action

breach, 1f the disclosure complained of

JjustElrfiled im theSpubliietinterest Such

when to maintain the confidence would be

324
PR AU L Ty

This defence has been upheld in proceedi

4
|

disclosure of information tending

of the trade practices legislation in Au

o establish

The public interest defence has been extended

publication of copyright material where

justified. However the defence does not

disclosure

been extended beyond situations involving publi

N1 saeeds

of material involving '"crimes, frauds and

interest

Ther el stinolaat horitiiiior fa¥ general® piiblfaie

defence’ justitying ‘breach of statutory intel

property rights on grounds such as lack

OF execesisive pricing.

International Parcel Express Co. v Time

37

International suggested that conduct involving




of s.46(1) of the Trade Practices Act 1974 (similar to

§.36(1) of the Commerce Act 1986) should be negated
before relief for infringement of copyright is given.

He referred to "public equities" to be protect

)
)
&

Reference is made elsewhere to the defence of

Jusibificationtin passing off. Similarly Casey J has
328
said . in a passing off case:

BTt would follew that if Mutual'=steceunkterclaim for
passing—-off had been for the protection of a
genuine business interest in the name, there could
be no objection to an injunction. But for the

-

reasons set out above, I am satisfied that it was

simple blocking

Eitted lnte that

ategory of "unclean hands"

i
operation, and the case can be
c

mentioned by Spry where the plaintiff is attempting

to abuse the process of the Court. It would be

t to stifle legitimate

wrong to assist this scheme
competition by granting re
protection of a genuine New Zealand busines
goodwill, and I would refuse the issue of an
injunction against the Respondents. I emphasise
that this quite exceptional refusal of a remedy -
otherwise justified the trial
ated by the equally exceptional

%

3

ief intended for the
s

—

oo

on the case made to
judge - is dic
circumstances

giving rise to this litigation".

(=}

The refusal of equitable remedies such as injunction,

1

and an account of profit is a means by which the courts

can, in appropriate cases, register disap

322
success ful lai tiff's onduct
B Eld plalife Ll =& SOTH ) S O

is submitted however, that in the case of the

—
ct

exercise of statutory rights, denial of remedies for
infringement on public interest grounds would occur

A\

only where unlawfulness is involved. Any different




T i
view would involve grafting on to the right a

limitation the legislature did not choose to impose

when creating the right.

For this reason the courts cannot be expected to
proscribe the exercise of statutory intellectual
property rights on anti-competitive grounds unless
there 1s involved a breach of the provisions of the

Commerce Act 1986 or some other statutory provision.
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IV__THE COMMERCE ACT 1986

Section 45

Section 45 of the Commerce Act 1986 provides exceptions in
elation to certain intellectual property rights from the
sstrictive trade practices provisicns in Parc 1] of the Act.
sction 45 itself does not apply in respect of practices caught
inder ss.36—-38. Section 36 restricts the use of a dominant

ysition in a market, and has its own intel

330
xception. Sections 3

lectual properts

&x
{

and 38 deal with resale price

iintenance.

ction 45 is as follows:

'Exceptions in relation to copyright, patents, plant
varieties, registered designs, and trade marks - (1) Nothing
in this Part of:- this Act, except sections 36, 37 and 38 of
this Act applies -

(a) To.the entering inte of a,centract or
arrangement or arriving at an understanding 1in
so far as it contains a provision relating to

the use, licence, or assignment of rights under

>

or existing by virtue of any copyright, patent,
protected plant variety, registered design, or
trade mark; or
(b) To any act done to give effect to a provision of
a contract, arrangement or understanding
referred to in paragraph (a) of this subsection.
2w For the purposes of subsection (1) of this section, a
provision relates to the use, licence, or assignment
f any rights under or existing by virtue of any
copyright, patent, protected plant variety, registered
design, or trade mark 1f -
(a) It controls the nature, extent, territory or
1 hts or the

period of the exercise of those rigl




1is section is modelled on sectio
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type, quality, or gquantity of goods or services
to which those rights relate; or
(b) It imposes restrictions for the purpose of

s
protecting the interest of the owner, seller, or
licensor in a technically satisfactory
exploitatiion Yo £ fthosiel pitshts g

o)

Ce) It consists of an obligation on the part of th
licensee or a party to the contract to exchange
experilence, or to ‘grant licences for
improvements in, or applied uses of, an
invention, design, or plant variety, in so far
as the obligation is identical to an obligation
of another party who 1s an owner or seller or
licensor of those rights; or

(d) It consists of an obligation affecting
competition in a market outside New Zealand,
which obligation does not remain in force bevond
the expiration of those rights.

20 and 21 of the Gesetz

)
wn

egen Wettbewerbsbeschrankungen 1957 (West Germany) - Law

335/

Ve

gainst Restraints on Competition (hereinafter "GWB"). Although

332

igles regards this as "less than fair to the Germans"

he

1974 also makes specific, but

-
~+

Australian Trade Practices Ac

1fferent, reference to dealings involving the transfer and

cercise of intellectual property rights in s.51(3).

appears a matter that will have to be addressed early when

1is provision comes before the High Court is the relationship

(=]

2tween the two subsections of s.45. Subsection (2) seems to
rely define the circumstances in which a provision '"relates to

1 €

3

use, licence, or assignment of any rights under or existing

virtue of" the intellectual property rights referred to. [t




yEforded® by st a5l ) . Eagles even has doubt as to this

[n the definition provisions of the Act the phrase

is elear subsection’ (29 effectively deems certain types' of

rovisions to so relate, and those come within the protection

onstruction since he regards all the paragraphs in subsection
20 with the' execeptien oFfF (d) as' cledarly’ coming within

ubsection (1) anyway, thus making a deeming provision

333
uper fluous. He then questions whether subsection (2) may be "

ieans of extending the scope of the protected rights themselves

ather than a way of expanding the class of protected dealings
334
n these rights". But, as Eagles admits, each paragrapn, except

iragraph (a), tends rather to be aimed at narrowing the rights

It

ather than extending them. [Ehde submitied that Lhe

egislature could not have intended, in the context of an

O

xemption in a competition statute, to extend the scope of

rotection beyond that available before the Act was passed.

1

N

he section leaves unanswered whether subsection (

) operates a

n exhaustive list of such previsions); or whether i1t 1s merely
Llugtrativel ' The wrifter regards si45VasVincapabletof the
onstruction that the matters in s.45(2) are merely
llustrative. Although "for the purposes" is not as indlicative
exclusivity as "if and only if", it seems unthinkable that

4 1

arlisment conilid, dn allewing asparticulartspecifiletexception
o therwise all—embracineg piece of legislatic leave oDer
yUan OrierwlsSe  a enbracingvpilece Qi eglLslatlon; Leav open

he extent of that exception by providing only an illustrative

i il o
LilE

for

5
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learlv exhaustive context. The fact

c

el

in a definition section should not

ce. sx45(2) is in. effeect. adefanidion

writer's view. Further, the matters

do seem to exhaustively cover those

elating to the use, licence, or

ual property rights which could be worthy

estrictive trade practices code. No

(03]

ts comfortably with the repeated example

6 limiting the scope of exemptions.

ok ithe. enteringeantor ar contEach) or

an: understanding din.so far as. i

Thus, should:s the

or understanding contain other provisions

same provisions otherwise, breach Part

assistance. Another le is in
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such a construction does leave t

requime dSat Ball e anl tlsie ems St he lia
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mplexity required to draft s.43

as noted above, the acts which

4
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"Relating To"
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similarity with s.45 enabling us to turn to the single
sustralian case on the provision for assistance. In that case,
) N . . . - 33%
ansfielld Pty latd ® wHirilleo Minternationa L8 LiEd .7 Arlo was
entitled to certain rights as licensee of a patent for a process
for the manufacture and erection of electricity pylons. Arlo

8l

-anted Transfield an exclusive sub-licence throughout Australi

1ich contained a best endeavours clause'", that i1s a clause

at all times during the period

D
~
o

mpelling the (sub-)license

(=]

st endeavours in and towards the

D
o
=
®
(
(0]
=
wn

¥
p—
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-omote and develop the greatest possible market" for that
tented article.
ransfield later tendered successfully for the construction of

own design.
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1 electricity transmission line using

o brought an action claiming breach of the best endeavours

ause. Meares J held that Transfield did breach the clause and

varded damages. On appeal

ipreme Court of New South Wales in the judgment of the Court

lievered by Reynolds JA refused to allow the appeal. Fhe

fences based on s.112(1) of the Patents Act 1952 and s.45 of

e Trade Practices Act 1974. This second defence was that s.45
ndered unenforceable as against a cor vision of a

ntract which had the purpose, or had,

1d, the effect of substantially lesseni




appeal was dismissed by the majority of the High Court of

1e
NIiststanNal On the question of whether s.45 applied Mason J,
biter, referred to the meaning of the term "relates". The

appellant had submitted that the clause did not only relate to
matters coming within s.51(3)(a)(iii), but also to matters going

beyvond the terms of that sub-paragraph, that is relating to not

g any other pylons.
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“Phils  submitssien in past reflects an,interpretation o6f  [Che
best endeavours clause] which I have rejected and in part
attributes to the word "relates" a meaning which is too
narrow, thereby giving sec. 51(3) an overly restrictive
operation.

1 bridging the different policies of the Patents Act and
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the Trade Practices Act, sec. 51(3) recognises that a

I
!
patentee is justly entitled to impose conditions on the
granting of a licence or assignment of a patent in order to
protect the patentee’s legal monopoly. Even under American
Anti-Trust Law, where there is no equivalent exception to

‘ sec.51(3), the patentee is enti i
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2 some measure

of control over the licensee consistent with the scope of
the patent monopoly, though there has been some controversy
as to the scope of permissibie control: see Donald & Heydon,
I'rade Practices Law, vol.1(1978), pp.117, 118; Ward S
Bowman, Jr., Patent and Antitrust Law (1973), ech 7 & ch 8;
P.Areeda, Antitrust Analysis 1974), 2nd ed., pp.4438 1

Section 51(3) determines the scope of restrictions the

patentee may }‘)l‘\"),"r*'_‘l‘\ EI':I[H’)‘,—;W Qe Ghie s e ol it e patent.
Conditions which seek to gain advantages collateral to the
patent are not covered by sec.531(3). Section 8(4) of the
e Trade Practices Act, 1956 (U.K.) contained a
shimd Barrstenmes sl s 51 (3Ga pliasiy) see
W.M.C.Gummow, (1976), 7 Syd. L. Rev. 339 at p.357)" (ily
emphasis).
S 0Tl ] was of the view that s.351 (JJ) wou l d providae a (@S ice To
1se of contraventien of s.45(2) arising cublof thespResence
f the best endeavours clause in the agreement
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vhile, of course, a right-holder cannot infringe his own
intellectual property right he may grapt a licemnseeVsuch'rights
353 354 3ss
a veto over new licences, a say in the selection, removal, or
replacement of fellow licensees.
Eagles formed the view that either the "but for" test could not
usefully be applied to such clauses or that all sich clauses
356 357
: % T - e e L : et . : ‘
fiaa S Ehie G U T R erali e SHE his latter view was taken by Stone.
« e TR e e Bl SOk e et ~t Chie Ao
1 B SWe e e OIT Y ‘:f(,t, asS }Zd.‘gleb P RTS fOUT " Sedact) Vo F Y Ehe above
iuses wwouldribetoutside =045 as would an agreement between
ensor and licensees that a prospective licensee be charged a
lisproportionately high royalty because of its market dominance.
[t 1s submitted that such results are entirely appropriate.
ese clauses may well not breach s.27 anyway, since they could
potentially be pro-competitive in certain instances. Eagles
thoughti 'so 1f such a elauses was the only way in which a smal l
tnnovative but under-capitalised licensor could attract
3§93
L ensee Sy,
'he Section 45 Protection Afforded to Each Inte lectual
Property Right.
O :i\‘ﬁll &5 on s face Hl'}.{}!f be taken to f}}/iji; only L the
Statutory intellectual property rights: copyright, patents,
Photie e edi plllantiwearietias,, registered designs, and trade marks.
that only statutory intellectual property” rights® are protected




2quivalent provision in the GWB. The German provision protects

le drafting in s. 45(1), and the differences between s.45(1
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trade secrets", which
360

s.435 1s supported by the fact that

ppeared in this clause of the Commerce Bill, was omitted before

he Bill was enacted.

he rationale may be that it was only proper to create

cemptions for those rights Parliament has seen fit to enshrine

legislation. " Howewer, it is mnaive to think the other rights

e any less real, nor in some cases, any less certain or

scertainable. Also s. 7(2), which leaves unaffected the law

lating to breaches of confidence, is inconsistent with such a
ew. It does not seem that the regquirement of registration is

terminative of whether each right is included, for copyright

sts automatically. Copyright was not protected by the

nly patents, registered designs, and seed varieties, so it not

ly omits all unregistered rights such as copyright,

Y, =3

iregistered designs and trade marks, but also registered trade

rks. Copyright is exempted, however, by virtue of S.102a.

S

d (2), mean that there are particular ambiguities in respect

the following areas

1) Unregistered Designs

ction 45(1) only protects registered designs. A design that

never registered, or no longer registered, may still be




rotected under the law of copy
ider s.45(1) undernthat: 1imb.

ywever, a problem arises d

nnaer

and so would be

protected

s=45(2)(e)awhich protects

rovisions obliging a licensee or contractual party "to exchange
xperience, or to grant licences for improvements in, or applied
ses of, an invention, design, or plant variety" (my emphasis),
» the extenlt that there is a mutual obligation in existence
quired of another party who is an owner, seller, or licensor
those intellectual preperty rights. It is not clear whether
45(2)(c) also applies only to registered designs.
Eagles has pointed out there is no mention of registration in
362
45 G a)is Whilst thesterm “these inights! srefers 'baeck to the
st im the part of s.45(2) before paragraph (a), Eagles is of
le view that it merely identifies potential licensors, and does
t expand the permissible subject matter of the obligation.
s, 1t is submitted,; must be correct.  The reference to "those
ghts" does not in any way refer back to the "invention,
Sign ko Ipivant vardeny 't Lim st g 5 2DiGe) L albut ko s ihe LS ol
tellectual property rights in the first part of s.45(2).
363
gles then stated:
"It might therefore be said that the exemption of technology
exchanges supplementing the parent right makes sense oniyv in
so far [as] such h gels; concern patented inventions or
protected plant 1f only because it is necessary to
identify precise t wdis swhileh 1s being i improviedSer for
which a new use found".
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les is of the view that there are two alternative
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hat the provision encompasses only registered

‘ticles (designs or otherwise). The second is
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-~ D o
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the latter case "design'" would bear its ordinary meanin

yther than that provided in the Designs Act 16

365
iclude shapes dictated solely by function.
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> type of mutual exchange of information that SL @S 290 ) g
med at protecting, and yet though it may be the subject of

[

Blacab =datie s ShiEe Gy

perhaps was

thoughit &

366
d not be design.

a

hat “oblieations

g to exchange experience,

or to grant licences for improvements in, or applied uses of,
inventions would not be applicable to copyright. However, that
1t not so, especially now that copyright ‘ean protect
ree—dimensional industrial designs by virtue of antecedent
367
drawlngs and also models.
There seems to be no good reason why copyright works are not
included within s.45(2)(c). Clearly theyv were not intended to
be ernicompassed within "invention".
( Unregistered Trade Marks
We have seen that s.45 applies, inter alia, to ... registered
363
lesign or trade mark". [t 1s not clear whether rade mark
means registered trade mark only or includes unregistered marks
Hforced by the common law action of passing off. Sectior
43(1)(a) includes a comma between "registered design, or trad
K", unlike s§.36(2), which lists the same statutors
1] llectual property rights. The distinction, il Ot a4 draftin
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ersight in respect of s.36(2), could mean that "registered" is

1

qualify "trade mark! as well as tdestandonlyaines #8620 Band

yEodn Ba4501L ).

1is would mean that unregistered marks are within the

L

ception. However, it is a rule of statutory interpretation

at punctuation should be ignored: Inland Revenue
365
mmissioners v Hinchy. But in some cases punctuation has

fluenced construction: Committee of Fruit Marketing v
370 37

llins; Ryde Municipal Council v Macquarie University. It may

argued that as trade marks whether registered or not do not

‘eate true monopolies, the intention of the legislator may have

en to protect common law marks as well as statutory registered

Wi J- This is especially so since service marks are not yet

372
gisterable in New Zealand. Bagles wrefenringitosthis
nctuation distinction between s.45(1)(a) and 45(2) on the" one
nd, and §.36(2) on ,the other, made the Pe Int YEhat it Aa
iscious distinction was intended, 1t is difficult to see on
373

at policy grounds it was being made"

Jles referred to the fact that now some unregistered marks may
374
enforced under the Fair Trading Act 1986, in particular s.9
ich provides that it is unlawful to engage in "conduct that is
378
or deceptive or is likely to mislead or deceive"

S
S leading

A +

Australian equivalent, s.52 of the Trade Practices Act 1974

5 been used with considerable effect in this area.
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d complicated, question

g a Dominant Position in a Market

eventing dominant firms using their
preventing or eliminating competition.

monopolistic conduct, that is
378
ve conduct.
Commerce Act 1986 is especially
s.36 because those most affected by

provision will be the traders who are

T'he way s.36 is framed tends to focus
37%

s of such traders. The section refers
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nsistent with the wording of the statutory proevisiens, the
mmerce Commission has adopted a test in respect of dominance
ich encapsulates both structural and behavioural aspects.
390
News Limited/INL the Commerce Commission stated:
"A person can be considered to have a dominant influence in
a market when that person is able to make significant
business decisions, particularly, those pellating®to prilce
and supply, without regard to the competitors, suppliers
and customers of that person".
ction 36 has been address:¢ for the first time in a final
oceeding by Barker J in \uckland Regional Authority v Mutual
ntal Cars (Auckland Airport) Ltd., Tasman Rent al Cars Litdj s
39/
| Dominion Budget Rent A Car (1984) Ltd. [hat case concerned
> warring rental car operators and the A.R.A. which operates
kland International Airport. The A.R.A. had in 1982 granted
cences to the first and Second Defendants (Avis and Hertz
spectively) to provide and operate rental car services at the
Fport. There were collateral contractual commitments made by
A.R.A. to limit the number of car rental concessions at the
port to two during the currency of each licence.
iget had commenced proceedings against the A.R.A. in 1984
eging a conspiracy between the A.R.A. and Avis and Hertz,
3 le 33 t icence 1S 1O | h were vailable to
King to prevent licence extensions which were available
ls and Hertz in 1985. 'hese licences and collateral contracts
l been effectively upheld, although Budget had obtained leave
392
appeal to the Priviy Council




- 121 -
with the coming into force of the Commerce Act 1986 Budget
suddenly had a much stronger case. The A.R.A. was in an
'
t

invidious position, with Budge

g alleging 1t was contravening the
new Commerce Act 1986, and Avis and Hertz ready to bring

proceedings for breach of contract if the A.R.A. repudiated the

b
agreement. So the A.R.A. commenced proceedings seeking
declarations as to its legal position in light of the Commerce

contracets

ek

Aet 1986, 'particularlyin irespectwcf sthe coll latenra
with Avis and Hertz limiting the number of concessions to two,

and whether it was now entitled, or indeed obliged, to consider

a request for a licence by Budget notwithstanding those
collateral Uecentracts:
Budget claimed that by virtue of ss.27 and 29 of the Commerce

t 1986 A.R.A. was free to negotiate with Budget concerning,

g

and lgrantiitedat,vaf lalillicencedtiol operaktesas)aprentalsecan
eratorfiatithel a1 rports Budget also claimed that A.R.A. as

rport administrator was in a dominant position 1in

5.36 'and was thus prehibited from using that pesition: to prevent

mpetitive activity im the car rental market at alrport or

ler relevant market.

ter deciding that this was an appropriate case, to grant

clarations and dealing with certain preliminary evidential
‘tters, Barker J went on to consider the substantive matters 1n
SShes Although the case did not concern intellectual property

ght s, the 's.936 dssue 15 of importance ass LE demonstrates an




dget

larket

i )

2

O

rport

i

Tk ait

which may

4

be equally applicable to int

ensing.

ontended A.R.A. was in a dominant posit

f concessi

and the ma

ons for rental car

L =

rket for rental car

®)

yperators

services

A.R.A. was using that position for the

stricting entry of other persons, such as Bud

tter

rker

sition’

m

i

arket or a

ny other market.

stated that "in view of the

under s.

38, Lt is diffieult to see

than in a dominant position in

must

operty

Nt I heNass

1

holder wi

licensing of t

termination unde

ninance, i1t must

|

}
i

h

C

1S

perly

tters

15

effective

umed that every lic
11 be in a dominant
he right. As 1in ey
r the Commerce Act

be ascertained whe

competition-in the

delineated, taking into cons

expressed

case was such

hs:

"EQH[‘
s

<l

dominant

that there i

position.

S a monopoly. See

{

yoth marke

ensor or 1

—+

position

hensEhera

")'Vrn'\) ‘f 'jhﬁdllli

ellectual

»«-
()
-

both Tl

at Auckland

1e

A Gl el ai sp o,

purpose of

e, Lo

of 'domine

ntellectua

i asmanke

hiss =
albllmg ol
11O Wit
lnp ! L

the

1Nt
LS

1

R +

L L

or

llegedly dominant

market as




P

cl

U

fidavit, there are no substitutes avanrliabilie!

1) Use of a Dominant Position

breach s.36 a person in a dominant position in a market
3¢5

1sel (thatvposition! The Trade Practices Act 1974 (Aust.)

396

fers to "take advantage of", This difference in wordii

uld not result in legitimate conduct being prohibited under

397

pRleiEc e SN BWIIE 1LOFial N oi i i 94-5, A5 Dr' Beollard' said in his

36. It must be the dominant position that is used, not merel

stiefflcilencias,

> Federal Court of Australia has dealt at the interlocuteory

ith a monopolisation case involving intellectual
L o

0Q
Q]
=
e,

ple Ty In Warman International & Others v Envirotech
39¢
stralia Pty. Ltd. & Others several companies had been

socliated with the design, manufacture and supply of "Warman

Irry pumps enjoving in the region of ninety percent of the

stralian slurry pump market. These companies had almost the
e market share in respect of the Spare parite 'for the'Spunpsh
Symonds, the second respondent, had been employed by one j
applicant companies as a sales engineer., He had access to
tain information relating to the manufacture of pump parts

lch was of considerable value to competitors desiring to
roduce Warman pumps and parts. Enviiirottiec s e " Filrst

1

spondent, conducted a business which included the supply




rough another c¢

124

ompany of replacement parts

T

)

suit Warman

mps . Symonds was a director of that company . There was
idence that he used manuals and drawings of Warman and
rts \For the spurposes of that company . I'he applicants were
inted an Anton Piller order and seized specified documents in
e respondents’' possession. 'he applicants sought
terlocutory and final injunctions, inter alia, restrain ng
virotech from engaging in misleading or deceptive conduct,
ntrary to s.32 of the Trade Practices Act 1974 (Aust.), by
lsely representing that information contained 1n the manuals
1 other drawings were the property of, and confidential to,
I gite cln
» applicants also claimed that the respondents’ conduct was an
fringement of copyright and a breach of confidence.
a defence the respondents alleged that the prosecution of
h an action was precluded by s w46, v arguing  thabstlie
blicants, being a company having a substantial degree of power
a market, were taking advantage of that power by att mpting,
these proceedings, to eliminate or substantial lamag a
npetitor
granting the relief sought, the Federal Court 1 ] tha 1er
5 a serious question to be tried as to the respondents
dugtwan eontrpaventidonnofosyb?2 Walcox Pd held hat, at least
a limited extent, Envirotech had falsely represented




thers, in the counse of trade or commerce, that it was the
wner of information originated by Warman, and to which
wirotech had no legal entitlement, and to which Warman was
: ; l 399
ntitled to maintain a claim of confidentiality
the same way s.9 of the Fair Trading Act 1986 may be used to
estrain the use of confidential information.
n respect of the defence under s.46, Wilcox J referred to the
itmportant limitation to the operation of s.46 imposed by the
rds shall take advantage of that power ", Wilcox J found
1at the obvious dominant role that Warman enjoved in the slurr
imp market might properly be described as "a substantial degre
0o
power'". The Judge then said:
'But in these proceedings it does not seek to take advantag
of that power. Rather it seeks to take advantage of right
which it claims in respect of particular documents. Those
rights depend upon the nature and source of the information
in the documents. The rights, and Warman’s position in
this Court, would be exactly the same if it held only ten
percent of the market; indeed even if it ceased altogether
Copmanufacturespunpeparcts.
unsel for the respondents had relied on several United States
40
1sions, in particular K _Inc. v Dempsey | Co S itEe e
ted that there is not in the Australian Act, as there is in
402
e Sherman Act, a general prohibition upon monopeolisation: Hi
<o)
ur continued:
'‘Section 46 strikes only at 1e conduct i defines and that
conduct is limited to the taking advantage of the market
power of the relevant corporation. [0 exercise in good
faith an extranecus legal right, though the effect be
to lessen, r even eliminate, competition, is to ta
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advantageNof S Ehat rilehice ) nof off market power

express inclusion of s.36(2) in the Comme

AT

cates the same approach in New Zealand as
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Berkey Photo, Inc v Eastman Kodak Co the Second
served that a "large firm does not violate
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rce A

was

st 2 of

the

Sherman

simply by reaping the competitive rewards attributable to
406

efficient size'". The Court did not regard such conduct as

of monopoly power.
“he United States in respect of predatory pricing, the

inal cost test has been used to determine whether a firm is
ally using its market power or merely its costs
ciencies. In North Eastern Telephone Co v American

407
phone & Telegraph Co, the Second Circuit cited Berkey Photo
. o 9T

said:

'Adopting marginal cost as the proper test of predatory
pricing is consistent with the pro-competitive thrust of
the Sherman Act. When the price of a dominant firm
product equals the product®'s marginal costs, "only less
efficient firms will suffer larger losses per unit o
output; Vmore efficient 'firms willl"betlogine less¥or en

: P e [4m) . . . N .

operating profitably". .. marginal cost pricing thus fosters
competition on the basis of relative efficiency.
Establishing a pricing floor above marginal cost would
encourage the utilization of productive resources and would
provide a price "umbrella" under which less efficient firn
could hide from the stresses and storms of competition."
marginal cost test may also be used to impl I predator
ose. If a firm’'s price is below marginal cost, then it majy

v

o
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must
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conduct can only be
[)I"t’—’dc‘lf:){‘\\' purpose.,
be used for one of the

The purpose can apply

seen '"'purpose'" means
411

intention. It 15 a

need not actually be

legislation repealed by

> Commerce Act 1986 were similar to s.36 but refer to
ictices that had the "purpose'" or were likely to have the
fect" of producing certain results, T'his absence of "effect"”
s.36 limits the purport of the section to the situation were
le purpose can be ascertained.
like "purpose" in sections like s. which deal with
ovisions of agreements, the purpose in s. 36 must be
44 e
certained subjectively. 'he purpose need only be one of the
rposes a person had for using his her dominant position, 1
. . =)
1S a substantial purpose
TheuwEnfeorcing!l ofl Intellectual s Propertys Rl ghitspExceptior
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cc

“Horpsthiet ipuBnoses af feie sse clhion
dominant position in a market for
specified im paragraphs . (a) to (c
this section by reason only that
seeks to enforce any right under
any copyright, patent, protected
design or trade mark."

gles has said "section 36(2) is who

defeats presumptions of vice but s
‘“‘

rtue in their place."

iginally the draft Bill did not inc

rm. It was thought that it was unn

enforce an intellectual property right was not taken with a
rpose such as envisaged by clause 36 of the Bill, but rather
41
th the purpose of protecting the right in question. Out of an
undance of caution the specific exemption was added,
iginally placed in clause 45. I'o limit the exemption, the
rds "by reason only" were included. his emphasises that only
e bare exercise of certain intel lectual property rights that
not to constitute "use" of a dominant pesition.
1s limitation means a distinction must be drawn between
tel bectual vproperty actions browsht fopethe  pubpeosenor
o - 3 e 1 1 f 11
otecting rights . se,as toe be able to expleit them suceessfullsy,
d actions brought with a purpose contained in s.36(1)(a) -
)- Sucheandl stIne Bion s is ot ra sy to draw. However the
418
stinction was shown in Kob Inc. v Dempsey Pump Co. where,
though one of Kobe's patents was infringed, the real purpost

y & person does not use a
any of the purposes

) of sub- section (1) of
that person enforces or
or existing by virtue of
plant variety, registered
lly neutral in its effect.

ets up no presumption
lude s.36(2) in its en
ecessary, since an act

acted

10N
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1
L}

the action was to further an existing monopoly and to
iminate Dempsey as a competitor.
ale has said that the "line has to be drawn between 1mpeding
mpetitors only to the extent inherent in the pat . grant and
419
peding them unnecessarily'.
is same line drawing process must, it is submitted, 'ocecur in
spect of each intellectual property right. [he United States
proach has been to identify circumstances which indicate an
<4 l0
rrassing purpose. Due to the perceived inabilit of he
urtstintAustralilante make this distinction he legislature
. 421
Bl oW directedibhe lecourts ! tovdeithis,
ction 36(2) really operates as an evidentiary provision. By
rtue of it, evidence of a proscribed purpose must be found
her than merely in steps taken to enforce or attempt to
force anvintellectudll property ¢ it Eagles has argued that
422
U provisionpmayenot even gouthis: Far
‘Section 36(2) may sim be inter ) mean that no
adverse inferences are to be drawn > enforcement of
individual lauses in an intellect rty licence Th
Feferences T '“al EillgliE s, gt ol be atr a, tioes e
prevent the owerall tenor of an agreement from being used a
evidence of an unlawful purpose If that be the case, £
would then be possible to draw adverse inferences from the
emphasis given to particular clauses by licensors i their
it?f\li‘lfﬁ’* witl 'Li«‘t'*!lh\r'”" {Or even from their selectilve
enforcement of ne same)',
ction 36(2) applies only to enforcing or seeking to enforce
tellectual property rights, whereas s.45 applies instead to
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sitgni andiSStradie Smamskit. Eagles 1s of the view that
registered trade marks are "unequivocally outside its
423
sorb e el ey It 1s submitted that it is not nearly so ¢clearp.
though the difference in punctuation does point to that
nclusion, Lord Reid’'s warning as to its use as a tool of
. 424
terpretation must be taken heed of. Certainliy 'thewelisl no
gical reason for the inclusion of one and exclusion of the
RieiE:
) Trade Secrets
esevare lcl early texe luded VErom S the fambitifo £ Ys 886/ 2. Firms
dominant position in a market who attempt to maintain that
sition by bringing an action for breach of confidence are
kely toibe caught in contravention of s.36. A predatory
irpose is more likely to be inferred if the action fails but
425"

e general case will be as in the Warman decision.

Coriduet vin Relatien to Intellectual ‘Property i Caught vy

Sectieon 36
ere will be situations where an intellectual property 1
11d confer a true market monopoly, and so by definition he
her or preoprietor of that pight will be in a ldominant ol

a market. The market will be defined as narrowly as the
bject of the right. At obvious ¢ imple is a patent which
nfers a market moncpoly since no substitution is possible,
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;ing a patent to coerce the sale of non patented
olates the monopolisation provision of the Sherm
w Zealand it would not be saved by s.36(2) and i
yuldSbreachiis 6611 () ot the Patents ' Act 1953
the United States it has been held recently tha

rtent by fraud and then defending it ground

.'f;f‘;fj]."\'

oceedings in a situation where the patent domina

constitutes in contravention

428
At

irket monopolisation

ermari

not 6 o)
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A competitor,

a'domimant  firm is required

chnology to and make technolog

may

thout helping manufacturers of peripheral equipm

particular relevance in intellectual property c
36 1s a concept known as the "bottleneck facili

"this term describes a facility which is incap
dupllilcat ieon "and Yot Yecircumvention and to which
have access if they are to compete in a given
The exclusi v f others ¢ S AT f the bottle
lile exXxclus10ll of otners Dy means Oof the bottle
1s anti-competitive; it should be eliminated
for the admission of others to the joint ventu
meet Ireasonable Tobfeective “eritterial .,

e concept originates from the United States Ba

Ferred to two United States cases. In US v Term
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bought up terminal fd(_‘.ili‘t,ie'%—(n'l H':: Mississippi Riwve at St
Louis effectively denying competing companies the only access
ycross tthenrivue o In.a case regarded as !'the judicial binth of
433
the ‘bottle neck® monopoly theory" the Supreme Court, in a
inien of ithe Court delivered by Mr. Justiece Lurton, held the
nduct to be monopolisation.
“ 34
Barker U regarded Hecht veBro-FeotbBallsuEne: assidilustraliveol
several American cases. In that case a group of promoters had
sought in 1965 to obtain a professional football league
imchise. They brought an action against the owners of a
professional football team in a rival league claiming that a
restrictive covenant in a lease between the District of Columbia
‘mory Board and that team in respect of the use of the Robert
Fiu HRenniedys sitadiume dns Washingeon) DL €l wass any undawiails resikunantn
trade preventing the use of the stadium by the plaintiffs.
e restrictive covenant provided that:
'at no time during the term of this lease agreemer shall
the stadium be let or rented to any professional fcotball
team other than the Washington Red Skins
> plaintiffs contende that the stadium was the only one in
le area that was suitable For professional Eaotballland hat
ovenant prevented them from obtaining its use, whicl
~ther prevented them from being able to t an acceptable
inchise application to the governing sporting bod; This in
fect prevented them from competing against other professional

otball tean

I .

134
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in part quoted by Wi lkey, Cireuit Jud

¢
U B¢

U

! ] ¥ 440
riginally from Neale, e Ant1-Trust lLaws of the United States
44

£«

"Where facilities cannot practicably be
be competitors, those in possession of t
to be shared on fair terms. Pt as 9l Ie
trade to foreclose the scarce facility.

duplicated by would
hem must allow them
ral restraint of

[ o)

U

<42
urther Wilkey, Circuit Judge said:

" 1

essential'" a facility need not be indispensable; It
is sufficient if duplication of the facility would be

economically infeasible and if denial of its use inflicts a
vere handicap on potential market entrants. Necessarily

'To be

)

S €

(

this principle must be carefully limited: the antitrust
laws do not require that an essential Facil ity ‘be shared \if
such sharing would be impractical or would inhibit the
defendant’'s ability to serve its customers adequately.

irker J adopted these passages in A.R.A. and found that:

‘e gateway faciddty de Jikely o beget a separate and
identifiable geographic market and that exclusion from that
market by means of the gateway, primaf

anti-competitive intention unless the exclusion can be
explained by reference to reasonable constraints in the
circumstances: an. agreement to exclude others arbitrarily

acie indicates

i

must be taken as having the purpose to monopolise.

nce A.R.A. did not advance any such constraints, Budget was
»1d to succeed under s.36.
better example of the "bottle neck' principile may s

< s ~ ™ . : C Y o (B
ibmitted, be found in Gamco, Inc. v Providence Fruit & Produce

F44 \ _
L ldine, [nc. In that case the Plaintiff Gamco brought an
tion against the defendant as lessor of a building which had

substantial advantages for local fruit and vegetable

wlesalers, of which the Plaintiff was one. lhe advantage was

e to the bulk consignments of fresh fruit and vegetables being
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received by street, for rail spurs of which the bui
1ad exclusive use, and a yard Retail buyvers
ongregated there and the shipping facilities were
the town.

Since 1929, when the building was erected, practieéa
nd vegetable dealers in the area at one time or an
eld leases or stock in the Defendant corporation.

lding tenants

1

habitually

the best in
e S e
other had

Vhen the plaintiff was organised in 1946 as successor to another
vholesale concern it was granted a one yearsledseofilfourtunits
n the building. At the expiration of the life of the Fease the
'laintiff was refused renewal. The Plaintiff was in impending
inancial difficulties and so the Defendant consistently
leclined to renew the lease. The Defendant grounded its refusal
n a covenant in the original lease wherein the Plaintiff agreed
ot to "transfer or permit to be transferred any interest in the
usiness" without written permission from the Board of the
efendant corporation. [wo years later the Plaintiff was

e red toliqu it [t failed to comply and the Defendant

rectors instituted suit for trespass and ejectment, succeeding
 the Rhode Island Courts and again in the State Supreme Court.
I thle SlsisueNolE Yo s s eniiat Facility", before the United States
ourt of Appeals First Circuit, the Defendants contended that a
lscriminatory policy in regard to the lessees in the building
ould never amount to monopolisation because other alternative
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elling sites were available. The Court rejected this argumen
tating that "a monopolized resource seldom lacks substitutes;
443

1[ternatives will not excuse monopolization". The Court

ound that to impose upon the plaintiff the additional expense

f developingsaneother site, attracting buyers and transhipping

ruit and produce by road was clearly to extract a monopolist’

44k
idvantage.
\ddressing the limitation on the principle, Clark, Circuit Jud
“47

IEEUE EL
"Admitedly the finite limitations of the' building.itself
thrust monopoly power upon the defendants and they are not
required to do the impossible in accepting indiscriminatel
all who would apply. Reasonable criteria of selection,
therefore, such as lack of available spacey ifimancial
unsoundness, or possibly low business or ethical standards
would not violate the standards of the Shermanr Antitrust
Act. But the latent monopolist must justify the exclusion
arcompetitor from a market which he controls. Where, as
here, a business group understandably susceptible to the
temptations” of exploiting its natural advantage against
competitors prohibits one previously acceptable from hawl
his wares beside them any longer at the very moment of his
iffiliation with a potentially lower priced outsider, they
may be called upon for a necessary explanation

448

it was held in Gamco that the discriminatory exclusion of a

arty from warelousing facilities with specific market

tributes in terms of buyer attraction and economical deliver

tcilities constituted monopolisation. In that case the

2fendant group was also a competitor of the trader refused

ccess. I'his is the common factor in all of the United States

449

1ty'" cases excer
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enerally though a firm has the right to determine with whom it
IS e icE
In Australia the Trade Practices Commission referred to the
‘1 1 - = 1o woos : 1 = < s 457
bottleneck facility" in Bankcard Scheme: Interbank Agreement.
'he Federal Court of Australia has not yet dealt with the
bottleneck” principle. Two cases are worthy of consideration,
ince both involve facts that might be said to provide for an
ipplication of the "bottleneck facility", and yet the Court has
reated them both as straight "refusal to supply" cases
n-Berndeon  Investments  Pty. lid.v Fitgroyedsland (S.4:0). Pty.
<452

td. both parties ran cruises from Cairns to and from nearby
slands around the Barrier Reef, in particular to Fitzroy

sland. The respondent had constructed a jetty under licence on
rown land near its resort on Fitzroy Island. [he use of the
>ttty was important to the business of conductimg tours to the
sland and landing passengers there.,

1 1983 the respondent wrote to the applicant varying the terms
f the arrangement by which the applicant was entitled to use

he jetty. I'he new terms were to include strict times withir
hich the applicant's vessel could use the jetty, the payment of

jetty fee of $51 per passenger ,, the mandatory takinmg ofijiitach
‘'t thel nespondent ' s resort, et ther isiland,  preohibiting pasSengers
rom brainging ashore Hire Gear, and “"alleowing' the applacant f«




40 =

tickets

5] on behalf of the respondent for glass-bottom boat
ides.

ot surprisingly the applicant did not accept the terms of the
ffer contained in this letter. he respondent accordingly
efused to permit the applicant to disembark passengers from i
>ssel at the Fitzroy Island jetty. The applicant commenced

roceedings alleging a contravention of s.46 of the Trade
ractices Act 1974 (Aust.).

or the purpese of the interlocutory proceedings Fitzgerald J
nfined his analysis to the condition relating to the jett;
2e. The Judge refused to aceept that there was a 10
spectlot ¥ tolrs ol Eilzroys Eslands: Hence it was concluded tha

he ReOL 3

respondent was n a position substantially to control

irket.
11s case could be analysed as a refusal to supply a: essenti
icility", namely the jetty. In such a case the analysis woul
entre on whether or not there were substitutes available for
&I Jieseuy

a recent Australian case, Williams & Anothe v Papersave

433

= Ltd., Papersave had a sixty percent share of the market
e collection and tredtment ‘of waste computer ‘peper ' inTthe
ner Sydney metropolitan area. \ director of the respondent
lscovered that a former employee, Williams, was about L«

=

L

a




|
~

—
|

1;\q:1i1\e a lease of certain premises for the purpose of

G
o)
—
=
A
n
N
=
—

stablishing

competition with Papersave. T

iirector approa d the agent of the lessor with a view to

aining the premises for Papersave.

yilliams sought an injunction in the Federal Court restraining

apersave from securing the lease on the ground that by doing so

he respondent was misusing its market power 1n contravention of

5. 40 .

s heppard J dismissed the application for alt

~+

the respondent had a "substantial degree of power 1in the
454

iarket", 1t was not established that the respondent was taking
1 4

idvantage of its power in that market for any of the proscribed

4355
urposes.

1is case also might be seen as a refusal to supply, and in

1 s (65 | LIPS
yarticular a refusal to supply or allow access to an "essential
aci Vil 8 sl eifthie B e faeua il ciFtuaty ons siive s raisie S Hola
' s \ - il % £ 2 e L o } + +thoe
bottleneck" must be a matter of degree. It seems that the
1 4 ; = 1- 1 - ” X e —— 1 1 ~xz < + Y 3 ~~ Fiica ] T
bottleneck cases may be seen really as one typs refusal e}

456
SUPDLY.
e fusal ke grauntaa patent lacence - evenywiienptherpaEens SIVES

ise to market power amounting to dominance - has not been held

to be anti-competitive in the United States. That would Dbe

onsistent with the compulsory licence provisions of tne N¢




ealand Patents Act 19533.
ircumstances can be envisaged where it could be strongly
sserted that a commercially significant patent amounted to an

e siSle it I A R IR et On the "essential facility" doctrine

-efusal to licence might constitute monopolisation.

Any inconsistency is avoided in New Zealand by the express
xception in s.36(2). Refusal to licence would, in effect, be
nforcement of the right.
he exception would not apply however 1f the market power or
'essential facility" arose from conduct such as patent pooling.
That would be saved neither by the United States cases nor by
. X 5]
D e '\)(;).
I'rade Secrets — Section 7(2)

ither s.45 nor s.36(2) apply to trade secrets, although we

ave seen that some protection may be afforded under s.45

Section 7 provides:

"7. Law relating to restraint of trade and breaches
of confidence not affected - (1) Nothing in this Act limlts
or affects any rule of law relating to restraint of trade

£

not inconsistent with any of the provisions of this Act,.

(2 Nothing in this Act limits or affects any rule of law
relating to breaches of confidence.




3) No rule of law referred to in subsection €1) or

(
S

ubsection (2) of this section affects the interpretation of
aRyeef EhemprovisiionsholE s tlr st AckEny

he whole provision needs to be examined in order to establish

he effect of s.7(2). Subsection (2), unlike subsection (1), is
not limited to rules of law consistent with the provisic of
the Act. Also by virtue of subsection (3) the rules of law
"elating to breaches of confidence are not to affect the
nterpretation of the provisions of the Act.

t seems to have been intended that s.7(2) operate to exempt
tions in respect of breach of confidence, including trade

458

secrets, from the restrictive trade practices provisions.

\s we have seen, the Commerce Bill originally included trade
secrets withinthe cexemption rimnnelausenss( 1 )Ga ), vabthongm e tiiis
never applied to s.36. This would seem to indicate that the
irafters’ intent for s.7(2) differed from that expressed in the

» . ‘ . 459
epartmental Bapewn.

A\l thouegh  the omission of trade secrefts from s 45 '‘was Jusitlfied,

1less s.7(2) operates as intended by the Department, 1ts
mission from s.36(2) is not Jjustified. For then firms 1n
lominant position may be left in a difficult position 1in

restraining misuse of confidential information.

09

in argument for not interpreting s.7(2) as operating as an




xempEilon 'ls) that teoldoselmeans inveffectithat stlie VAst sramitciig
uch wider exemption for breach of confidence actions than for

1

he true intellectual property actions without apparent reason.

owever the very nature of breaches of confiden

rain them mean that competiticon issues are

o o

roceedings to res

e

ot involved. Ifiin partiecular circumstances mis—usesofsa

+

lominant  -pesitien artsesy it iwi Ll "betas alresultiagr addiCional
onduct beyond the action to restrain breach of contidence and

50 will be subject to the trade practices provisions re

; : : = rd ) ) X . . o
gllegthas | saiadl sy 7 (2 cannotbelread  Ehisewide iy
Sectiont7(2) seekstonliyito £ protect

D

the information itself from disclosure to
e : @oridy

information by the |

have through contrac

4
D

SIS ¢ ions attached to the

1see acquire whateve lity they

and their business

T
1¢
t through

economic muscle. Thev are not themselves

created by the substantive law of breach ence. "
Further Eagles thinks it possible to distinguish between
strictions which simply spell out expressl bligations which
quity imposes sub silentio and contractual expansion ol these
462
ybligations. An example might be seeking to restrict the use a
icensee can make of published information beyond tn im1 tec
463

i 0 . . c - oo e, 1 (i B - 1
pregec tion of fered under the sSpl "4 160G Gl T
Whilst such a reading down of s.7(2) seems more conslstent

vith the limited exemptions ffered elsewhere in th NGy L
certainly is contrary to the reasonably plain wordil 1sed and




einforced b)’ the Dt-‘,{'h)t".’.’ﬂ#};.’/\l F‘xl'gf-f[‘, Lt does at least seem

hat uniess Parliament intended s.7(2) to have this broad

wEfeet, 1t would have been consistent to ilnelude trade secrets

can be borne in mind t!

SecEnem 43N

Sectiram s i) the restrictive trade praectices code
n RPart oLl of uthe Act ldees not apply te an 3¢ G snmabiten, 1O
hing that is, or is of a kind, specifically autherised by, any

yactment or l@rder  inoCeowuneciasl s

v 5.43(2) appear to be used as a direct result of judicial
interpretation of the exception in the Commerce Act 1975 which
465

1 } " 1 4 4 e ] T > ATy

ised thevwords 'expressly authorised". In C Container Line N\
<6k

v TheuNZz WeoliBoard asstatuntor in the Weooll Lndastsle sael
1977 enabling the Board to make contracts was held to amount to
EXPERSS authorybkys o a '_‘Hlffluk"lqr' 11”"1}3“-' rate agreemen
ontaining a restrictive trade practice.
However there are other cases where the phrase was interpreted
ROre . Narrowd iy, Section 19(4) f +the Trade Practices Act 19206




11so used the words "expressly authorised".

1greement or arrangement between wholesalers of gramophone
- ¢ - ~ 3 ~ 3
‘ecords to fix prices.
46%
1 Miles & Carl Ltd. v Auckland Regional Authorit 1t was
! ~ | Ees 3 N f ™ - 3 ~ + 3 7
irgued that the Examiner of Commercial Pracitices wash tunyinghko
look at a trade practice "expressly authorised" by the Alrport
\uthorities Aet 1966 in giving the Regional Authority power to
nanage the ailrport and grant an exclusawve Jligcence To operate a
469
jut: all DD orit. Casey, Ji stateds
and cannot See ow, how general
: irport and grant licences amount to an
express authority to engage in a trade practice within the
meaning ot thel Act. The word "express' seems to import a
panitl el e to an actual trade practice under
review and in my opinion it is not enough merely to show
that the scope of activities authorised by the empowering
statiite may or. may not include: trade praclticesiitelievantto
the Commerce Act. I do not believe that parliament
intended to give suchy a statubtory carter bilanches®
1sey J distinguished the Stock hange As Wakio) f New
7
ealand v Commerce Commission, where rules made by the stock
change under the Sharebroker’s Act 1908 forbidding its m mbers
i 1 o = + i
) Nave Bralc }1 offices were CE & 1 !,i 1S .[,.XL‘ & i the A { 1 1
' ’AI\A%‘_‘}“ a Af‘“)[i 1 ‘»1‘ y )v,‘ 7 + 3 e coinj 1 lihf;,l i V1 e lowed
471
Simmons.
472
In A.R.A. v Mutual Rental Cars barke: ] referred bri L Lo
s.43, giving it a very narrow lnterpre € 1 o1 {1s HOnour




A13

’\1‘('?\'1
"There is no enactment which specifically requires the
granting of concessions for rental car booths, the Alrport
Act 1966 permits the granting of Concessions
for rental cars and a whole variety of other concessions

(my emphasis).

setion 43(2) effectively overrules the decision in ABf
474
ntainer Line NV v The NZ Wool Board. subsection

rovides:

"For the purposes of subsection (1) of this section, and the
enactment or Order in Council does not provide specific

authorityi for an aect, matter, or thing if i1tiprevides in
general terms for that Ly matter ) ¥ or Tl ng,
1

notwithstanding that ti achy 'mattery Ol hi

1
may be subject to approval ortauthorisationthysa il steERor
1

body or a person holding any

the Crown, statutory 3 g y 'particulatl
office, or, in the case of a rule made or an act, matter, or
thing done pursuant to any enactment, approval or
authorisation by Order in Council.®

Help as to the meaning of "specifically authorised" may be

sleaned from the cases on s.51(1)(a) of the Trade Practices Act

19740 CAUSE ) - The Australian counterpart uses the phrase
specifically authorized or approved’. Int Re KO 1
475
o—operati Bul lding Sociecty New South Wales legislatiol

‘equired building societies to have the capacity under their

wles to nominate an insurer for mortgage related 1nsurance

The Federal Court held that even where there is le lative

iuthority empowering t to be done which may c« ella

restrictice trade practice, that does not operate as an
uthorisation within s.51 (1) Ca) to thingsractually done which GO
mprise a restrictive trade practice,; 1Y hat case the lendaing

f monev on terms that the borrower’s insurance was placed with




nominated insuer.

rennan J, referring to the ambit of s .51

"The boundaries of thisg Alsatia

first instance, by the laws of the

appropriate State legislat ion whi

power must specifically wuthoriz e act or
thing,; that is, it must mani fest intention
that the act or thing, if done or ]l not bhe a

link in the chain of proof pof a her civilisor
+1

criminal. To be sure, the laws of

trouble to give legislative affi
1

not usually

1 A wr i =
tawfulnes

n

acts or things whic
legislative assumption of the lawfulness of an act or thin

is not tantamount to a specific authorization or approval of

h are not otherwise proscribed, but a

thhat act or thing. What 1 essary is that the State law
should exhibit a specific ative intention to authorize
or approve the act or thing n though that act or thing
would not - but for the provisions of the Trade Practices

e to—hbe unitawEuiad

It is an "act, matter or thing" that must be specifically

477
yuthorised. In Ausfield Pty Ltd. v Levland Motor Cor

478
of Australia Ltd. it was held that in s.51(1)(a), which refers

\

to "act or thing" the entering of an agreement was not an

Even if s.43(1) was given a more liberal interpretation, which

t is submitted would be contrary to the intent o the
sislature, the exemption would be inadequate to exempt actions
for infringement of some intellectual property ri st Fhe
Patents Act 1953 has no section outlining infringement at all,
the matter being dealt with under the common law.




amplalcataeons o et hellseparate
roperty rights vary greatly. The commercialisituations in
vhich they are exploited encompass almost the whole field of
rade. « It ds dimpossible for legislation stel provide for all
Ireumsitances e Whiah dis impeontant slis Sto thave la s taltuEoRsadsie
vhich will enable anti-competitive abuses of market power

AT

lerived frem intellectuall property rights steonbe identificdia

da

)n the other hand traders need reasonable certainty so they may

now the type of sy can and cannot make in the

X Kol arton Noil 1l spreperty irightsi.

In the European Community the problem is dealt with by the issue

f Commission Regulations exempting certaii

i dintel Feett wal iprepenty illicences. These are necessary because
[1 1ad; | S 9 5 R U L g 3 2
) the verv broad scope of the basic competition provisions 1n

\rticles 85 and 86 of the Rome Treaty.
A atrall -~ ~ + % 1 t 1 + vevs T ~ ¢ 3 3 i 57t} 1+ 3 5 \
\ustralia eurprently hash statutoriyi sPproials LoRs Iem oOdsil IHgEsd

somewhat similar approach to that taken in the Commerce ActT 1700
in New Zealand. Section 51(3) of the Trade Practieces Act 197 4%
Asi e il g edisf Sdlei 1k epRiehanS 1T folliow but is designead U«

: 1 1. B

e same 1838




he recommendations of the Australian Industrial Property

) 479

dvisory Committee indicates a rather extreme position requiring

111 patent related conduct to be subject to the competition laws

including those allowing for public benefit authorisations.

Ul
=~
T
a

'he New Zealand legislature in ss.36(2) and 45

srovide ' for the rneaseoneble exercise of intellectualspreper ty

CE s SE 1 i Y s B, oA & i G Cor vt 1o y + - ~ ~ ~~ |
ights while leaving conduct going further than that for control
y ) t 1—- ‘f"t’. =) e % ] 5 't ADDI N sSeems t

)Y Cne pade ipna el ces Shisani SO lns Inl1s approachn seeis Oest

lesigned to reconcile the requirement of flexibility to enable

ontrol of the ever—-more sophisticated schemes of some traders
o extract excessive profits and impede competition with that of
interfering as little as possible with the ommercial activities

f traders in the exercise of their intellectual property rights

the vast majority of which will have no serious anti-competitin

implications. i

vl 1 1 s e 1 o TR . o’ ey (O s
Vhether the particular provisions enacted in the Commerce ac
100 ¢ % 1 -~ £ W o o & e - p N T Ny 4 N ver 1 s
1986 have these effects will become apparent only over time.
e CLE.R. 111 s errIortcs ( monlse 1Ge
:
X tices and other commercial laws and the yace s gqulekenyng

:i_‘(ti"fi?l;; bhan in subs tance . A.ti‘)[?ti(_! of {eHinL. AvssErad 1 a8l LEas
commendations would change that, and for New Zealand to
onform would require abandonment of what appear to nave b€

+ 1 - (BT 1 = ¢ 4 i ~3 1- } ~ Yo 4 } | "y
v».l\)\l.\,;},lﬁ 0 I BN e i e i TR 1 s ) the rigint Da L ance .
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