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Summary

The effectiveness of trade mark protection depends on the enforceability of rights.
However, little is known about how trade mark owners actually go about enforcing their
trade marks in the civil courts. The few studies which have emerged recently show a
high success rate for trade mark owners. In this study, we created a database of all trade
mark enforcement decisions of Australian courts for the period 1997-2003. Analysing
the nature and outcomes of the trade mark litigation, we found a more complex story than
previous studies: counterfeit proceedings where the trade mark owner always wins and
the alleged infringer often fails to show up in court on the one hand; more contentious
proceedings on the other where the trade mark owner only succeeded around a third of
the time. The study raises, although it cannot answer, some interesting questions about

trade mark owner knowledge and motivations in entering litigation.



1 Introduction

Like all forms of intellectual property (‘IP’), trade mark rights must be enforceable in
order to fulfil their intended objectives. It is a frequent complaint regarding trade marks
(and other forms of IP) that enforcement is burdensome, costly, and at times
impracticable. And while trade mark rights are private rights, enforceable by private
parties, in the face of significant IP infringement and a very significant global trade in
counterfeit products — one estimate suggests that as much as 5 per cent of world trade
involves counterfeit goods’ - governments in Australia and overseas have found
themselves increasingly pressed to involve themselves in IP enforcement, and to improve

mechanisms for enforcement. 2

Despite the importance of court-based enforcement to IP, little is known about how trade

mark owners actually go about enforcing their registered trade marks in the courts. Such

! OECD, The Economic Impact of Counterfeiting (1998, Paris, OECD) at 4. While this study is often
cited for the figure, it should be noted that the OECD specifically stated that ‘[t]here is no substantial
aggregated data to support the high percentages, but the figures are now accepted and used to illustrate

the extent of the counterfeiting problem’: at 23.

In Australia, see the Hon. Philip Ruddock (Attorney-General), ‘Opening Address — Copyright Law and
Practice Symposium’, 17 November 2005 (discussing copyright piracy in particular; as noted below,
trade mark counterfeiting and copyright piracy are often closely linked: see below nl7).
Internationally, see work within the OECD, which recently launched a new 3-phase project to examine

counterfeiting and piracy: see generally <http://www.oecd.org/sti/counterfeiting>.



enforcement has rarely been the subject of empirical study.® Academic study of the law
ordinarily involves tracing the development of legal doctrine, and discussing particular
trade mark cases. It often focuses on those judgments which involve controversial points
of law, or where uncertainty exists as to how settled legal standards apply to novel facts.
It is less common for any attempt to be made to obtain an overall picture of the number,
type, and progress of cases brought before the courts, in part because such information is
time-consuming to collect in a rigorous and reliable way in the absence of publicly
available databases.* This paper attempts to address this gap in the literature by providing
the first empirical study of trade mark enforcement in Australian courts. We analyse
trade mark litigation using a newly-created database of all trade mark enforcement
judgments issued by Australian courts of superior jurisdiction in the period 1997-2003.
This quantitative empirical study is intended to provide a link between trade mark theory,
law and practice by giving a clear and objective representation of the trade mark litigation

that is occurring in the Australian courts. Part of the benefit of such a study is, of course,

% There are, however, some exceptions: Bhagat, S. and Umesh, U.N. “Do trademark infringement

lawsuits affect brand value: A stock market perspective”, Journal of Market Focused Management
(1997), 2 127-148; and Pfister, E. “The legal enforcement of intellectual property rights: An empirical
study on French trademarks”, mimeo, University of Nancy Il; William Landes, “An Empirical Analysis
of Intellectual Property Litigation: Some Preliminary Results” (2004) 41 Houston Law Review 749. By
contrast, there is a burgeoning empirical literature concerning patent litigation and enforcement:
summarised in Weatherall, K. and Jensen, P.H. “An Empirical Investigation into Patent Enforcement in

Australian Courts” (2005) 32 Federal Law Review 239.

In the United States, summary statistical databases of court filings and outcomes are available for

analysis by researchers. Similar levels of access are not presently available in Australia.



simply to provide a picture of what is going on in the courts. Doing so can confirm, or
dispel commonly held ‘anecdotal beliefs’ about what is happening in the courts,®
although there is relatively little public comment, at least in Australia, regarding trade

mark owner success rates before the courts.®

Perhaps more importantly, however, looking at the types and outcomes of the cases
which proceed all the way through to judgment in the courts is evidence of the decisions
that trade mark owners and alleged infringers make in the course of a dispute — decisions
about whether to pursue an issue (particularly by a trade mark owner), and whether to
litigate or to settle an existing dispute. This is particularly so when cases, and results,
depart from the picture that economic theories of litigation would predict. As the present
paper shows, trade mark enforcement litigation does not conform to the standard picture.
In overall terms trade mark owners have little to complain about: the success rate for
trade mark owners across all cases in Australia is not dissimilar to the overall success rate
in the United States.” However, we have also found that digging further into the figures

reveals a more complex story, and raises some interesting questions.

> For example, an earlier paper by two of the authors sought to examine a view, sometimes expressed in

Australian circles, that Australian courts were “anti-patent’: Weatherall and Jensen, above n3.

Compare this to patent law, where there has been a much greater degree of public debate: Weatherall
and Jensen, above n4. ACIP had little to say about the actual processes or results in the courts:
Advisory Council on Intellectual Property, Review of Trade Mark Enforcement (April 2004), available

at <http://www.acip.gov.au/library/reviewtmenforce.pdf>

" See below, Table 3, at 32. A US Bureau of Justice Statistics Special Report produced in October 2004,

Intellectual Property Theft, 2002 (NCJ 205800) found that 2002 in matters which went to trial, the



In effect, our study clearly identifies for the first time the two ‘worlds’ of trade mark
enforcement activity in Australian courts. These two types of cases have different
profiles, and very different outcomes. On the one hand, we have the counterfeit
proceedings. Since such cases are legally straightforward, the real question here is why
these cases have to go all the way to judgment — and whether better methods of
management are available. On the other hand, we have the non-counterfeit cases. Here,
as we outline further below, we have found a success rate lower even than the fifty per
cent rate predicted by standard economic models of litigation.® This finding raises
interesting questions regarding why trade mark owners are choosing to litigate

proceedings that they are losing more often than they win.

In Part 2 of this paper, we describe the law of trade mark infringement and introduce the
predictions that economic theory would make regarding the progress, and outcomes of
trade mark litigation; we also briefly introduce the methodology used to ‘test’ those
predictions. Part 3 presents a statistical picture of trade mark enforcement in Australia,
focusing on the number of cases, their duration, and outcomes. From this data one theme
emerges most clearly: there are two ‘worlds’ of trade mark enforcement litigation in

Australia: counterfeit proceedings, and non-counterfeit proceedings. These two ‘worlds’

plaintiff in civil trade mark complaints was successful 61.5 per cent of the time. Similarly, a recent
study produced by William Landes found that between 1978 and 2000, the plaintiff win rate at trial in

trademark cases was 67 per cent (and extremely steady at that figure): Landes, above n3 at 771.

George L Priest and Benjamin Klein, ‘The Selection of Disputes For Litigation” (1984) 13 Journal of

Legal Studies 1.



bear little relation to each other in duration or outcomes. Part 4 explores each of these
areas in some more detail, and make some suggestions regarding the policy implications

of each, or areas where further research is required. Part 5 concludes.

2 Methodology and Basic Results
2.1 The law of trade mark infringement

Trade mark infringement in Australian law is defined by section 120 of the Trade Marks
Act (the ‘Act’). Under that section, there are three mutually exclusive categories of
conduct that constitute infringement;” generally speaking, these categories of
infringement correspond to categories in trade mark law overseas.® Subsection 120(1)
represents the traditional scope of trade mark protection, by providing that infringement
occurs where a substantially identical or deceptively similar mark is used in relation to
the same goods or services as those for which the trade mark is registered. In 1995, the

concept of infringement was extended in two ways."* Subsection 120(2) extends the

® Coca-Cola Co v All-Fect Distributors Ltd (1999) 96 FCR 107; 47 IPR 481 at [44]. A fourth form of
infringement exists: importation of infringing items under Part 13 of the Act. However, Part 13 does

not create an independent action for infringement; rather, it provides a method for enforcement.

10" Section 120(1) corresponds to the Trade Marks Act 1994, subss 10(1) and 10(2)(a). Section 120(2)
corresponds to subs 10(2)(b). s 120(3) provides additional protection to s 10(3) of the UK Act,
although it is arguable that the provision in the UK is broader (being closer to a trade mark dilution
action than the Australian provision).

11 Mark Davison, Kate Johnston and Patricia Kennedy, Shanahan’s Australian Law of Trade Marks and

Passing Off (3" ed 2003) at [18.25]. Some members of the Working Party opposed this extension;



trade mark owner’s rights to related markets, by making it an infringement to use a
substantially identical or deceptively similar trade mark in markets closely related to the
registered goods or services.*? Owners of well-known marks are given still broader
protection: subs 120(3) gives them the right to prevent use of their mark even on
unrelated goods where consumers would think such use indicated a connection between
the mark owner and the infringer’s goods. These extensions were controversial at the
time they were introduced, with some arguing that they would lead to uncertainty

regarding the scope of a trade mark owner’s rights.

The distinctions established by the Act however do not fully capture the variety inherent
in trade mark litigation. A further, important distinction can be drawn between

counterfeit and non-counterfeit disputes.®> Counterfeit cases involve an infringer

however, it was required to meet the obligations in Art 16(1) of the TRIPS Agreement. Australia was
not alone in expanding liability at around that time: the United Kingdom, in its Trade Marks Act 1994
(UK) also expanded liability beyond its traditional scope: a shift required in that case by European law:
see William Cornish, Intellectual Property: Patents, Copyright, Trade Marks and Allied Rights (4" ed
1999) at [17.90].

12 More precisely, subs 120(2) states that infringement occurs where the alleged infringer is using the

mark where (i) if the registered mark is for goods: in relation to goods of the same description or closely
related services (s 120(2)(a) and (b)), or (ii) if the registered mark is for services: in relation to services
of the same description or closely related goods (s 120(2)(c) and (d)).

3 While there is no distinction in s 120, the Act does draw a distinction elsewhere, in that counterfeiting

(falsely applying the registered mark (not a merely similar mark) to goods in the course of trade) is a

criminal offence under s 146.



attempting to reproduce — and substitute for — the goods (not just the trade mark) of the
trade mark owner.** In legal terms, ‘counterfeit trade mark goods’ are defined in TRIPs

as having two key features:*
(a) the infringer uses an identical mark to the registered trade mark; and

(b) the infringer uses the mark in relation to the same goods as those for

which the trade mark is registered.

For the purposes of Australian law, this implies that, by definition, counterfeit cases are a
subset of disputes falling within the boundaries of s 120(1).*° While a party may be liable
under s 120(1) where the mark is deceptively similar, in counterfeit cases the mark used
is identical or substantially so. The striking feature about counterfeit cases is that they are

legally very simple: they do not involve serious disputes over the boundaries of the trade

4 Although they are not necessarily direct market substitutes, because a consumer interested in buying a
genuine Rolex watch would generally not be persuaded into buying a counterfeit Rolex for a fraction of
the price. Rather, counterfeit goods in many instances service an entirely different market to that of the
trade mark owner: see Kozinski, ‘“Trademarks Unplugged’ (1993) 68 N.Y.U. L. Rev. 960, 964; Gene M.
Grossman and Carl Shapiro, ‘Foreign Counterfeiting of Status Goods’, NBER Working Paper No 1915
(1988) (distinguishing between ‘deceptive’ and ‘non-deceptive’ counterfeiting).

> TRIPS, footnote 14, Article 51. Other definitions are available: eg the OECD, which defines
counterfeiting as ‘manufacturing a product which so closely imitates the appearance of the product of
another to mislead a consumer that it is the product of another’: OECD, The Economic Impact of
Counterfeiting (1998 Paris, OECD) at 3. See also 15 U.S.C. §1127 (US definition of counterfeit). We

prefer the TRIPs definition which does not require a concept of confusion (see above n14).

18 In the United Kingdom, counterfeit cases would fall under s 10(1) of the Trade Marks Act 1994.



mark owner’s rights. In mimicking the goods and the trade marks, the conduct of
counterfeiters clearly falls within the ambit of conduct that a trade mark owner is entitled

to prevent.!’

Civil proceedings for trade mark infringement may be brought by a trade mark owner in
the Federal Court of Australia, or in State Supreme Courts. Appeals from both are heard
by the Full Federal Court of Australia.'® In addition to the right to bring proceedings for
infringement, it is also possible to cross-claim for infringement in circumstances where a

third party seeks to have a registered trade mark removed,™ or sues to prevent the trade

7 Many counterfeit cases involve both trade mark and copyright infringement issues: OECD, The

Economic Impact of Counterfeiting (1998) at 5. Trade mark infringement proceedings may be preferred
as being more factually straightforward to prove, owing to the fact that subsistence of the rights is in
effect already proved through the existence of the mark on the register: Andreas Rahmatian, ‘Trade
Mark Infringement as a Criminal Offence’ (2004) 67 Modern Law Review 670, 672. However, in
Australia additional damages for flagrant infringement (ie, damages in the nature of a punishment rather
than compensation for loss) are available under the Copyright Act, but not the Trade Marks Act.
Compare this to the United States, where treble damages are available where a defendant intentionally
uses a mark, knowing it is counterfeit (as defined in 15 USC §1116(d)), in connection with the sale,
offering for sale, or distribution of goods or services: 15 U.S.C. 81117(b).

18 State and Territory Courts of Appeals are not included because they do not have appellate jurisdiction

in trade mark matters: see Trade Marks Act 1995 (Cth), s195(1). Trade mark disputes are not currently
within the jurisdiction of the Federal Magistrates Service; see further below Part 4.1.

% In certain circumstances, an “aggrieved person” can apply to a “prescribed court” to have a trade mark

registration cancelled or amended: Pt 8, Div 2 and Pt 9, Trade Marks Act 1995 (Cth).

10



mark owner issuing unfounded threats of legal proceedings.”® In turn, a party sued for
infringement of trade mark may counter with a claim of that the trade mark should be
removed from the register.” Remedies for trade mark infringement include damages or

an account of profits, injunctions, and in some cases, delivery up of infringing goods.?

2.2  How would we expect trade mark cases to proceed in the court system?

The present study is not a doctrinal consideration of trade mark law, but rather, a
quantitative study, aimed at ascertaining the level of trade mark litigation in Australian
courts, how it progresses and the outcomes. We provide ‘the numbers’ — how often trade
mark owners succeed in infringement proceedings. The question, however, is — what is
the significance if trade mark owners succeed in, for example, fifty per cent of cases
pursued through to judgment? It is well known that the cases that do proceed all the way
to trial are only a small proportion of the disputes where proceedings are issued. Of the
391 trade mark infringement proceedings filed in the Federal Court of Australia in the
five year period 1998 — 2002,% only 48 (approximately 12 per cent) ended with some

form of judgment on the merits of the case.?*

2 Trade Marks Act 1995 (Cth) ss 129-130.
21 Trade Marks Act 1995 (Cth) ss 87, 88, 92, 94.
22 Trade Marks Act 1995 (Cth) s 126.

% Some of these were actions for removal of a trade mark with a cross-claim for infringement. This figure
represents the proceedings, issued in the Federal Court, which can be identified as infringement
proceedings using information in the Federal Court database (FEDCAMS) recording the section of the

Act under which proceedings were filed. In total, 531 proceedings were issued, which break down as

11



Nor is this set of cases likely to be a representative sample of all the disputes that actually
occur. As any lawyer knows, many disputes do not lead to the commencement of
proceedings: letters of demand are part and parcel of day-to-day practice in this area, and
such letters often lead to cessation of allegedly infringing conduct or settlement on other
terms. Even after commencement a large proportion of cases settle. There is no doubt
that the cases that make it all the way to judgment are not a representative sample of all
trade mark disputes. Whether a case does proceed to trial depends on a series of
decisions by trade mark owner and alleged infringer. In evaluating the statistical results,

therefore, we must take into account how those decisions are made.

The most prominent economic theory regarding the selection of disputes for litigation is

the “divergent expectations’ model (or the Priest-Klein” selection model).?® Put simply,

follows: 391 proceedings for infringement or removal and infringement, including proceedings relating
to customs seizures, 46 opposition proceedings, 8 actions for removal for non-use, 12 miscellaneous,
including appeals from the Registrar of Trade Marks, 6 actions for unfounded threats, 22 for removal,
including where that is coupled with a claim for unfounded threats, and 46 which could not be
categorised as the section of the act was not recorded. This list may not be complete: it depends upon
the Federal Court registry staff having recorded the Trade Marks Act as the first Act under which an
action was brought. In particular, it may not include copyright cases involving a trade mark claim.

% Including those cases where there was an interlocutory injunction judgment, since these cases will

generally involve the court offering some assessment of the apparent merits of the case.

% Also known as the ‘optimism model’: Priest and Klein, above n3. The “asymmetric information” model

is another, although we have not used it to analyse the data is this paper. This is because we think it is

for the most part inapplicable to trade mark disputes. See also William M Landes, ‘An Economic

12



it suggests that litigants form a rational estimate of the likelihood of success in litigation,

based on the facts and the current state of the law.?® Which disputes settle will depend on

the difference between the parties’ estimates of success. Where the outcome is clear cut,

parties will agree on the expected outcome of litigation and will hence be more likely to

settle. Only cases where the parties disagree on the likely outcome should go to trial -

with the result that, in general, cases which are ‘close to the line’ will go to trial.

Furthermore, since in general both parties are equally likely to err in their estimate of

whether they will win, the win rate should approach 50 per cent.?” The divergent

expectation model has certain assumptions built in: that parties are rational, not behaving

26

27

Analysis of the Court’, (1971) 14 Journal of Law & Economics 61; Richard A Posner, ‘An Economic
Approach to Legal Procedure and Judicial Administration’ (1973) 2 Journal of Legal Studies 399; John
Gould, “The Economics of Legal Conflicts,” (1973) 2 Journal of Legal Studies 279-300; Steven Shavell,
‘Suit, Settlement and Trial: A Theoretical Analysis under Alternative Methods for the Allocation of
Legal Costs’ (1982) 11 Journal of Legal Studies 55-81. See discussion by Jean O Lanjouw & Mark
Schankerman ‘Enforcement of Patent Rights in the United States’ (2003) chapter to be published in
Cohen, Wesley & Steven Merrill (eds) Patents in the Knowledge-Based Economy (National Academy

Press: Washington DC) forthcoming publication, 149-150, and 163.

In forming such a rational estimate litigants will take into consideration the legal standard governing the

dispute, any perceived institutional bias and the possibility of error caused by incomplete information.

This is true even where the court is ‘biased’ against one side or another. Imagine that the standards
applied by the courts favour of IP owners, so that in the whole population of possible disputes out in the
real world, IP owners would win 90 per cent of the time. Parties, being aware of this, will only litigate

where the case is a close one taking into account the courts’ bias.

13



strategically, have equal stakes and equal (or symmetrical) information.®® The success
rate is likely to diverge from the 50 per cent rule where parties have different stakes in
the litigation, or are pursuing, for some external, strategic reason, litigation they are
objectively likely to lose: for example, to deter other non-parties, or enhance their
reputation for an aggressive litigation stance. Or perhaps quirks in the legal process may
render settlement not feasible. By revealing general trends in the kinds of cases brought
before the courts, and the outcomes of those cases, a study of this kind may assist in

identifying areas where the law may not be operating satisfactorily.

A recent US study of outcomes in trade mark litigation conducted by William Landes
found that trade mark owners enjoyed an average success rate over time of 67 per cent —
well above the fifty per cent rate predicted by standard economic theory. Landes’
explanation was that trial stakes in IP litigation generally are asymmetric: the plaintiff IP
owner has more at stake than the defendant infringer. This is more obviously true of
patent litigation than trade mark litigation: in most patent proceedings, the validity of the
patent is challenged, meaning that the patent owner risks not only losing their argument
over infringement, but also losing their patent altogether: a risk which is not as high in
trade mark litigation.?® Nevertheless, Landes argued, a trade mark owner who loses an
infringement suit may risk losses in future licensing, and other revenues because the

adverse court decision has, in effect, narrowed the scope of his intellectual property, as

% This assumes rational parties, and that plaintiffs and defendants, in close cases, are equally likely to

‘err’ in predicting the outcome: see Priest and Klein, above n8.

2 See generally Weatherall and Jensen, above n3, 247-248.

14



well as provided potential licensees with greater bargaining power. The result of the
differential stakes, Landes argued, was a selection bias meaning that the IP cases that go

to trial are likely to have higher win rates for plaintiffs on average than all civil trials.®

This is not obviously correct to us, for two reasons. First, as the discussion of the law
above makes clear, there are several distinct kinds of trade mark disputes, where the
stakes, and the issues, may well be different. We would want to know what kinds of
cases were being brought before the courts before we could draw conclusions about the
matters at stake, or any potential asymmetry of stakes. Second, different kinds of cases
might have different outcomes. Before drawing conclusions about the appropriateness of
the results obtained, we would want more detail regarding the outcomes of the different
types of proceedings. Unfortunately, the Landes study was based on very ‘high level’
court data: Landes could ascertain, that a case was a trade mark case, its overall outcome
(success or defeat for the plaintiff) and the time taken for the litigation to be finalised. He

could not ascertain the nature of the case. For that, a more detailed dataset is required.

2.3 Methodology of the study

In order to test these issues, and establish the pattern of trade mark enforcement actions

brought before Australian courts, and their outcomes, we constructed a dataset

% | andes, above n3, at 772.

15



comprising the population of all**

civil trade mark enforcement decisions, interlocutory
and final,® both reported and unreported, rendered by Australian courts of superior
jurisdiction in relation to registered trade marks for the period 1 January 1997 — 31
December 2003. In order to provide a comprehensive picture of trade mark litigation in
Australia, we used a number of publicly available case-law databases in order to capture
all of the relevant decisions.®® Researchers at the Intellectual Property Research Institute
of Australia (IPRIA) read every decision, and recorded information about those decisions
in a custom-built database. That information includes ‘proceedings data’ — basic

information about the proceedings including important dates, the type of case, the number

of hours spent in court, the people involved: parties, counsel and judges.** We collected

1 We have used a variety of methods, detailed below, to ensure we captured every decision rendered by
the relevant courts. We acknowledge, however, that it is possible that we have missed some decisions.

%2 Including decisions where an application has been made for summary judgment, summary dismissal, an

expedited judgement, and the restraint of unjustified threat of infringement.

%% We searched three different electronic databases in order to generate a list of relevant decisions. We

adopted this approach in preference to the other possible approach — looking only at cases reported in a
set of law reports like the Intellectual Property Reports - because the editors of law reports select their
cases on the grounds of their importance as precedent: a matter not relevant to our aims. For more detail
in relation to the methodology of this study, see Weatherall and Jensen, above n 3.

% More specifically we have: the name, citation, court and court file number; the type of case

(interlocutory, appellate, or original); important dates (issue date, hearing date, decision date) and court
time (hours in court in the proceedings). Some of this information (in particular, issue dates and court
hours) is not recorded in the written decision of the Court. We obtained this information directly from
the Federal Court case management database (FEDCAMS), and from the Registries of the other courts.

FEDCAMS through 2004 has been replaced by a new system, CaseTrack which records most, but not

16



data on the outcome of each decision (‘outcomes data’), separately recording the outcome
on infringement and validity of each trade mark in dispute. For each trade mark
enforcement decision we have also recorded, where applicable, the grounds on which a
trade mark owner failed — such as the non-infringement grounds (i.e. the trade mark was
not used ‘as a trade mark’ or was not ‘substantially identical or deceptively similar’ to the
registered mark). By reading the judgments, and thus obtaining detailed information
about the nature of the case before the courts, we are able to present a more complex
picture of this litigation than the existing statistical reports on trade mark enforcement in

the United States.®®

Three exclusions should be noted. First, we have not included the enforcement of
“common law” trade marks under the tort of passing off. That could be a matter for
future study. Second, we have not included opposition proceedings. A registered trade
mark owner who becomes aware of an application for registration of a mark that will be,
as they perceive it, too close to their own, may oppose registration of that mark,* thus

heading off at an early stage a dispute that might otherwise become a fully-fledged

all, the information we have used here. The identity of the judge and the legal counsel is not used in any
of the analyses reported here, but may be the subject of a future paper.

% Both the US Bureau of Justice Statistics Special Report, above n7 and the Landes study, above n3

present analyses based on the Federal Courts database in the United States, which records the subject
matter of the case (eg, trade mark) and the outcome (eg, plaintiff win). That database does not,
however, distinguish between types of trade mark cases, nor does it identify the issue or grounds on

which a plaintiff may have failed in their action.

% Trade Marks Act 1995 (Cth), Part 5.

17



infringement suit. Such opposition proceedings are an important means by which trade
mark owners ‘enforce’ their rights. However, they are not included as part of the current
study.*” Third, we have not studied any success which parties are having in enforcing

judgments obtained: this ‘real world’ issue is beyond the scope of this paper.

3 A statistical picture of trade mark enforcement in Australia
3.1 Number and Type of Trade Mark Proceedings

The starting point for understanding the general pattern of trade mark enforcement in the
courts is to identify the type of proceedings brought before Australian courts. The
breakdown of the different trade mark proceedings that have been pursued through to

judgment in Australia in the period 1997-2003 are presented in Table 1.%

" Trade mark oppositions are generating increased interest worldwide: the WIPO Standing Committee on
the Law of Trademarks, Industrial Designs and Geographical Indications announced in December 2005
that opposition procedures one of issues forming the basis for its future work.

%8 While s 120(2) and (3) are mutually exclusive, it is normal to plead both in case a court finds goods are

not ‘related’. Cases where more than one kind of infringement was pleaded have been characterised
according to either (a) a positive determination of the court (i.e. “this is not a s 120(3) case”), or (b) the
bulk of the reasoning/discussion in the decision of the court. This decision was undertaken in order to

adopt a single unit of analysis (the proceeding) throughout as much of the paper as possible.

18



Table 1: Number and Type of Trade Mark Proceedings, 1997-2003

NUMBER OF PROCEEDINGS
Case Type Original® Appeal Interlocutory Total
Counterfeit 23 0 1 24
s120(1)*° 27 8 10 45
s120(2)* 3 3% 2 8
s120(3)*% 3 0 1 4
Total 56 11 14 81

Three striking facts emerge from Table 1:

39

40

41

42

43

‘Original’ proceedings included 2 interlocutory cases (San Remo Macaroni Company Pty Ltd v San
Remo Gourmet Coffee Pty Ltd (2000) 50 IPR 321 and Pioneer Electronics Australia Pty Ltd v
Woodlands Resources (Aust) Pty Ltd (2000) 49 IPR 299). In each, the court made effectively final
rulings, by refusing interlocutory injunction on the basis that infringement could not be made out or a

defence to infringement would apply.

This includes 2 instances where actions were jointly undertaken under both s 120(1) and s 120(2): MID
Sydney Pty Ltd v Australian Tourism Co Ltd (1998) 40 IPR 20 and MID Sydney Pty Ltd v Australian

Tourism Co Ltd (1998) 42 IPR 561.

This includes 1 instance where actions were jointly undertaken under both s 120(2) and s 120(3): Lone

Star Steakhouse & Saloon Inc v Zurcas (2000) 48 IPR 325.

In Coca-Cola Co v All-Fect Distributors Ltd (1999) 47 IPR 481 the parties conceded that the alleged
infringement was in relation to goods that were of the same description as the goods for which the

applicant’s trade mark was registered.

This includes 3 instances where actions were jointly undertaken under both s 120(2) and s 120(3):
Coca-Cola Co v All-Fect Distributors Ltd (1998) 43 IPR 47 (cf appeal judgment above n42); San Remo
Macaroni Co Pty Ltd v San Remo Gourmet Coffee Pty Ltd (2000) 50 IPR 321; and Virgin Enterprises

Ltd v Klapsas (2002) AIPC 91-760; [2001] FCA 1502.

19



1. There are very few appeals in trade mark law, particularly as compared to the
relatively high appeal rate in patent litigation;**

2. A large number of counterfeit cases proceed to judgment; and

3. The ‘new categories’ of infringement have been litigated in a mere handful of

cases.

The first of these observations is easy to explain. Patent disputes involve more complex
legal issues than trade mark disputes: for example, the thresholds for patent validity
(particularly novelty and non-obviousness) are much harder to establish than the
threshold for trade marks (distinctiveness). Likewise, establishing patent infringement
involves difficult questions of claim construction requiring specialised scientific
knowledge and/or evidence. By contrast, the basic questions in a trade mark
infringement action tend to turn largely on issues of fact:** rendering appeals much less
likely to succeed. The Full Federal Court will only overturn a finding of fact by a Trial
Judge which they consider erroneous, making appeals less worthwhile.”® As the figures
reported below also demonstrate, trade mark owners most often lose on the basis that the

mark used by the alleged infringer is not close enough to the registered mark (i.e. is not

* " In the same period the proportion of patent matters appealed to the Full Federal Court was 59 per cent:

ie 17 out of 29 proceedings: see Weatherall and Jensen, above n 3, at 266-269.

> Compared to the more difficult combined questions of fact and law that are involved in patent litigation:

discussed ibid.

* sydneywide Distributors Pty Ltd v Red Bull Australia Pty Ltd (2002) 55 IPR 354, 368-370 [50] — [54];

Branir Pty Ltd v Owston Nominees (No 2) Pty Ltd (2001) 117 FCR 424 per Allsop J at [21] — [28].
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‘deceptively similar’).*” Such matters are inherently impressionistic, and appellate courts

are cautious in setting aside the Trial Judge’s findings.*®

The second and third observations demand more attention. According to the theories
noted above, straightforward cases should not continue all the way to judgment by a
court: in theory, therefore, counterfeit proceedings should ‘settle out’. The high number
of such judgments is worthy of further exploration, which we do in Part 4.1 below. The
third observation also raises questions about the nature of the non-counterfeit proceedings
being brought: those (controversial) areas where trade mark law would be expected to be
uncertain are not being litigated through to judgment. This issue is discussed in Part 4.2.
The data clearly identify two, distinct worlds of trade mark enforcement. The next

question is whether these proceedings differ in any significant way.

3.2 How long are trade mark proceedings?

A second fact about trade mark litigation that may be of interest is the length of trade
mark proceedings in Australian courts. The characteristics of the trade mark proceedings

are presented in

" See below Table 4: Grounds for Non-Infringement of Trade Marks, page 35.

8 Aldi Stores Ltd Partnership v Frito-Lay Trading Company GmbH [2001] FCA 1874 per Conti J at
[189], per Hill J at [32] ; S&I Publishing Pty Ltd v Australian Surf Life Saver Pty Ltd (1998) 43 IPR

531; 88 FCR 354
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Table 2, which sets out the average length of the proceedings, in terms of case length
(number of days elapsed between the issue date of the proceedings and the last decision
date) and court hours (the number of hours spent in court in the proceedings).*® These
figures are of interest, in part because the amount of time taken to resolve a case is a

proxy for the cost of the proceedings.™

* This information is not recorded in the written decision of the Court. The previous Federal Court
database, FEDCAMS, however, recorded each Federal Court “event” and how much court time was
taken up, and gives a total number of hours and minutes spent in court. It includes every directions
hearing, notice of motion hearing, and events after the rendering of any relevant decision — eg costs
hearings. This information was not available for State Supreme Court decisions.

%0 Arguably, due to the vagaries of preparation times and availability of hearing dates in the courts, the

court hours is a better proxy than the number of days between filing and decision: see Jay Kesan and
Gwendolyn G. Ball, “‘How are Patent Cases Resolved? An Empirical Examination of the Adjudication
and Settlement of Patent Disputes’ (September 2005). U Illinois Law & Economics Research Paper No.

LEQ5-025 http://ssrn.com/abstract=808347.
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Table 2: Characteristics of Court Proceedings Involving Trade Marks, 1997-2003

Type of Proceeding | Number Case Length Court Hours™
(Mean Days) (Mean)

ORIGINAL® 56 423.6 20.22

- Counterfeit 23 309.1 6.25

- Other 33 503.5 29.82

APPEAL 11 229.3 11.17

- Counterfeit 0 0 0

- Other 11 229.3 11.17

Total 67 391.72 18.69

In terms of the efficient resolution of disputes, these figures compare favourably with the

equivalent results in US courts: the average case length is over 200 days shorter in

Australia.>® Appeals of course take much less time than original proceedings:>* indeed,

in general they are resolved within a year of being filed.

More striking about

51

52

53

54

There were 2 instances where data on the number of court hours were not available, both of which were
original proceedings. Therefore, the mean figure presented here for original proceedings is based on 54
observations and the total mean court hours figure is based on 65 observations.

Refer to footnote n 39 to Table 1, above 19.

In the United States, a recent study found that the mean number of days from filing to termination by
trial (for bench trials only) was 633. The US study did not distinguish between counterfeit and non-

counterfeit cases: William Landes, above n3, 773.

This is consistent with the evidence on patent dispute resolution: Weatherall and Jensen, above n 3 at

262 Table 2.
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Table 2 is the contrast between counterfeit and non-counterfeit cases. Counterfeit cases
are much faster to resolve than other types of trade mark disputes — particularly in terms
of the hours spent in court. The time is still not negligible however — the average time
from issue of proceedings to judgment even in the straightforward counterfeit cases was
still over 10 months. The contrast is even more striking when the data in

Table 2 is presented graphically in Figure 1 and Figure 2. The data has been broken down
by counterfeit (C) and non-counterfeit (O) cases (appeals are not included). From these
Figures, it can be seen that outliers affect the distribution of the non-counterfeit cases:>
some non-counterfeit proceedings are particularly long and involved. Counterfeit cases,
on the other hand, were much more homogeneous: 10 of the 23 cases took less than 3

hours to resolve, and only 2 cases took more than 20 hours to resolve.® Similarly only 2

% Dr Martens Australia Pty Ltd v Figgins Holdings Pty Ltd (1999) 44 IPR 281 (188.5 hours/1212 days:
four separate proceedings, involving technical issues under s52 of the Trade Practices Act 1974 (Cth));
Koninklijke Phillips Electronics v Remington Products Australia Pty Ltd (1999) 44 IPR 55 (140 hours/
672 days; novel issues of shape/three dimensional marks); Asia Television Ltd v Yau’s Entertainment
Pty Ltd (No 2) (2000) 49 IPR 264 (78 hours/428 days; involved complex contractual issues with an
international aspect); Sports Break Travel Pty Ltd v P&O Holidays Ltd (2000) 50 IPR 51 (25

hours/1723 days)

% Qakley Inc v Franchise Chia Pty Ltd [2002] FCA 404 and Oakley Inc v Oslu Import and Export Pty Ltd
(2000) 48 IPR 32. The first of these cases involved two hearings regarding the various respondents.
Furthermore, extensive evidence was tendered by the parties and the second respondent raised a defence
that he put up a sign to disclaim any assertion that the goods were the genuine goods of the applicant.
The third respondent argued that his conduct did not occur “in the course of trade”. In the second case
design infringement as well as trade mark infringement was alleged. However, the central issue in the

cases was essentially evidentiary, in particular, whether the respondent actually had the infringing
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cases®’ were not resolved within 600 days from the date of issue of proceedings. Two
thirds of the counterfeit cases (66 per cent) were resolved within 10 court hours and

within less than a year from the date of issue.

Figure 1: Frequency Distribution of Trade Mark Case Length, Original Cases
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goods. Cooperation by the alleged infringer was also an issue, with Justice Finn noting [at 2] that failure
to cooperate ‘impeded markedly’ the resolution of the dispute.

" Microsoft Corp v Goodview Electronics Pty Ltd (2000) 49 IPR 578 (the case length included an
application for an Anton Pillar order, which was refused by the court: see Microsoft Corp v Goodview
Electronics Pty Ltd (1999) 46 IPR 159) and Sony Computer Entertainment Australia Pty Ltd v Johnston
[2001] FCA 912 (this case involved both a hearing resulting in an injunction, followed by contempt

proceedings where the respondent breached the order).
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Figure 2: Frequency Distribution of Trade Mark Court Hours, Original Cases
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3.3  Lawyer involvement in trade mark enforcement proceedings

Another feature which differentiates the counterfeit and non-counterfeit cases is the
involvement of lawyers and the ‘cooperation’ of respondents with the legal process (as
measured by their appearance at hearings). Data on the representation and appearance of
alleged infringers in counterfeit cases is presented in Figure 3. An alleged infringer is
‘represented’ if they have legal counsel at the hearing, and ‘appeared’ if there was
someone present (in person or through counsel). The shaded box in Figure 3 represents

the set of cases where there was no one present at all for the alleged infringer.
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Figure 3: Representation and Appearance of the Alleged Infringer™ in Counterfeit

Proceedings™
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Notably, there is a high proportion of absentee defendants (13 out of 23 or 57 per cent of
proceedings) and unrepresented litigants (20 out of 23 or 87 per cent). By way of
comparison, the Federal Court Annual Report for 2003-4 indicates that approximately 34
per cent of all cases filed in the Court involve at least one litigant that is not represented

by legal counsel.”" The figures reflect the nature of counterfeit operations as “fly-by-

%8 We assume that the trade mark owner is likely, in most cases, to bring the action and hence is likely, in

most cases, to be represented by counsel at the hearing. Note that corporations must be represented by
counsel in the Federal Court — they cannot appear ‘in person’ (ie act on their own behalf): see Federal
Court Rules, r 4.14(2).

% This only includes original and appeal proceedings: interlocutory proceedings are not included.

8 As we have defined ‘representation’ to mean ‘represented by counsel at the hearing’, it is not logically

possible to have representation, and no appearance

81 Other areas where unrepresented litigants are common are migration (40%) and bankruptcy (60%)

cases. The figures are not directly comparable, because the Federal Court Annual Report figures include

proceedings filed, not just those which went through to judgment. The report can be downloaded from
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night’ operators who are not interested in protecting the reputation of their business;
rather, they simply liquidate one operation and set up another somewhere else. In such
cases, the alleged infringer has little or nothing at stake in the outcome of the case: they
will either declare bankruptcy or they will disappear. Some, at least, may never pay any

damages awarded, making it hard to settle the case out of court.

By way of comparison, a very different pattern of representation and appearance is
observed in non-counterfeit trade mark proceedings, as shown in Figure 4. In fact, the
pattern here is almost the exact opposite of that observed in counterfeit cases: the vast
majority of non-counterfeit cases involve instances where the alleged infringer is both
legally represented at the hearing and makes an appearance in court. This possibly
reflects the fact that these cases are more complex or involve legally contentious issues,

and more importantly that the defendant has higher stakes in the litigation.®?

the Federal Court website at <http://www.fedcourt.gov.au/aboutct/ar2003.html>. Data from the Federal
Court case management database obtained in relation to proceedings issued in trade mark law indicates
that in the period 1998-2002, the respondent was unrepresented in 48 per cent of trade mark
proceedings (52 per cent of infringement proceedings). These figures were obtained from FEDCAMS,

a complete list of trade mark proceedings in the period is on file with authors.

82 1t is worth noting, also, that another matter of impact here is that corporations cannot appear ‘in person’
in Federal Court proceedings: they must appear through a legal representative: Federal Court Rules,

0.9R.1(3).
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Figure 4: Representation and Appearance of the Alleged Infringer in Non-

Counterfeit Proceedings
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3.4 Infringement Outcomes

3.4.1 Outcomes and how to measure them

While the number (and length) of cases is of interest to practitioners and policy-makers,
of even more practical interest is the outcome. The value of a registered trade mark to its
owner lies in its ability to stop rivals from using a substantially identical or deceptively
similar trade mark. To succeed in an action for trade mark infringement, a trade mark
owner must establish that they have a registered trade mark (and if challenged, that the
trade mark registration is valid), and that the alleged infringer must have engaged in

conduct amounting to infringement under s 120.

The data on outcomes is presented at a proceedings level. In other words, we have

recorded whether the trade mark owner achieved success in the proceedings, rather than
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in relation to any individual trade mark.?® Using this approach, there are three possible

results, which we have expressed from the perspective of the trade mark owner:

1. Win: trade mark owner successful in proving validity/infringement;

2. Loss: trade mark owner unsuccessful in establishing validity/infringement
of any of the pleaded trade marks;

3. Partial win:* trade mark owner is successful in proving that some, but
not all, of the alleged infringing acts actually infringed the registered trade

mark;®® or, where a trade mark owner has claimed infringement of more

63

64

65

In a recent study, 2 of the authors analysed the outcomes for each patent. A different approach was
adopted here for two reasons: first, the data set was larger in this study and there was a significant
variation in the number of trade mark at issue in each of the proceedings. Second, patents are more
discrete rights than trade marks (each patent must be a different invention; with trade mark, more than
one registration may exist for the same basic sign). If we were to measure results in terms of the
individual trade marks, results would be skewed by cases like H-D Michigan Inc v MC World Ltd
[2003] FCA 925, which involved allegations that the respondent had infringed 54 registered trade

marks.

There was no partial win found in relation to a validity determination, however, such a result is possible
where validity is successfully challenged in relation to some but not all of the registered trade marks in
any given case, or where the registration is narrowed: for example, if it has been used in relation to

some, but not all the classes for which it is registered.

For example, in Anheuser-Busch Inc v Budejovicky Budvar (2002) 56 IPR 182 the court found that the
respondent had infringed the applicant’s BUDWEISER trade mark by using the work BUDWEISER

BUDVAR in relation to its packaged beer but not in using the word BUDEJOVICKY BUDVAR.
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than one registered trade mark, the trade mark owner is successful in

proving infringement in some, but not all, of the registered trade marks.®®

There is another possible outcome: ‘not determined’, where the court did not render

judgment. Those cases are not included in this analysis.®’

3.4.2 Infringement Outcomes

The data on outcomes on the question of infringement is presented in Table 3. We
distinguish here between three kinds of determination: original, appeal or ‘ultimate’. An
ultimate decision is the final decision of a court rendered in a particular dispute: whether
that decision is the final appeal, or the first instance decision where no appeal was made.
In other words, the ‘ultimate decision’ is the ‘last word’ of the courts on whether a trade
mark has been infringed, which makes it the most important result from the perspective

of the trade mark owner.%

% For example, in Oakley Inc v Oslu Import and Export Pty Ltd the court found that the respondent had

infringed the applicant’s OAKLEY word mark, but not the “‘eclipse’ device mark.

87 “Not determined” is a heterogeneous category. It includes situations where the matter was not raised in

argument before the court, was conceded during the course of the hearing, or where the court chose not
to make a determination on the issue in light of its other findings. Which of these situations pertains is

not always clear. As a result, very little can be inferred from a “not determined’ outcome.

% The ultimate decision could be the trial decision (if there has been no appeal), or the final decision of the
final court of appeal (Full Federal Court or High Court). It is not straightforward to determine whether a

case, particularly a recent case, is an ultimate decision or not. The absence of an appeal judgment,
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Table 3: Trade Mark Infringement Outcomes, 1997-2003%

Proceeding LOSS WIN PARTIAL WIN TOTAL
No. % No. % No. % No.
ORIGINAL
- Counterfeit 0 0 22 96 1 4 23
- Other 17 59 11 38 1 3 29
-Subtotal (all original) 17 33 33 63 2 4 52
APPEAL
- Counterfeit 0 0 0 0 0 0 0
- Other 8 80 2 20 0 0 10
-Subtotal (all appeals) 8 80 2 20 0 0 10
ULTIMATE
- Counterfeit 0 0 21 95 1 5 22
- Other 20 67 9 30 1 3 30
- Subtotal (all ultimate) 20 38 30 58 2 4 52

Looking at the subtotals for ultimate decisions, the position for trade mark owners looks

good: the trade mark owner enjoyed success in 32 of the 52 cases recorded (62 per cent)’

particularly in recent cases, is not a guarantee that the trial decision is final, at least until several years
have passed. Thus we defined ‘ultimate decision’ to mean the ultimate decision in the study period. For
example, an original proceeding for which a determination was handed down in 2003, which was not
appealed in 2003, is classified here as an ultimate decision. The low rate of appeal in trade mark makes
this assumption less unrealistic than might otherwise be the case.

% Readers may notice that the number of original proceedings in Table 3 does not match the number of

original proceedings listed in Table 1. The reason for the discrepancy is cases where no determination

was made in relation to infringement (for example, the court did not reach that issue).

™ This includes 30 full successes and 2 “partial wins’.
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and lost in 20 (38 per cent). As noted above, studies in the US have showed success rates

of 67 per cent over time, making these results comparable.”™

However, separating the counterfeit and non-counterfeit cases paints a very different
picture. Looking at the ultimate decisions in counterfeit cases, we see that trade mark
owners succeeding in showing infringement in every case.”” This might seem an
extraordinarily high success rate — but it is consistent with the fact that the activity of
counterfeiters falls directly within the ‘core rights’ of the trade mark owner. Even more
striking is the success rate in non-counterfeit proceedings, where courts found

infringement in only 9 cases (30 per cent) — trade mark owners failed in 20 proceedings

™ Landes, above n3, 771. Other statistics concerning US trade mark litigation however have produced

even higher plaintiff success rates. US company LegalMetric (www.legalmetric.com) uses a historical

plaintiff win rate, in trade mark cases, of 87.2 per cent. We hesitate to rely on those figures however:
the LegalMetric material is the result of commercial, rather than academic research, and it is not clear
how their results are calculated.

2 One decision was a partial win: in this case, Oakley Inc v Oslu Import and Export Pty Ltd (2000) 48

IPR 32, the trade mark owner succeeded in showing that sunglasses which had been imported without
its permission infringed the word mark “OAKLEY” (TM Registration No. B387164), but had not
infringed the Oakley logo, described as a “tubular style ellipse” (TM Registration No. 636580) (the
respondent had also infringed two registered designs). The overall result for the trade mark and design
owner was a success: the respondent was restrained from infringing the registered designs, and ordered
to deliver up for destruction all glasses to which the design (or a fraudulent or obvious imitation) had
been applied in the possession or control of the respondent. From a purely trade mark perspective,
however, this is only a partial win overall. The respondent cannot use the word in the future, but the

result leaves open the possibility that the device might be used in the future.
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(67 per cent). A similarly low success rate may be seen for trade mark owners on appeal,
where they won in only 2 of the 10 appeals. These results are surprising, and beg the
obvious question — why? Importantly for policy-makers — does this indicate a problem

with the law? We return to discussion of these points in Part 4.2.

3.4.3 Grounds for non-infringement

Table 3 illustrated that trade mark owners were unsuccessful in a high proportion of non-
counterfeit proceedings: the next issue of interest, therefore, is the grounds on which
infringement was held not to be established. Looking at this issue may help us further
understand the low win rate in contentious cases. The grounds for non-infringement are

presented in Table 4.
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Table 4: Grounds for Non-Infringement of Trade Marks

Grounds for Non- Original Appeal Ultimate
Infringement Determination Determination Determination
(n=19)" (n=8)" (n=22)"°

Not TM use 6 5
Not identical or
deceptively similar

Not related goods

No confusion (s120(2))
No connection (s120(3))
Good faith (s 122(1)(a))

Descriptive use

Non-contravention of
conditions

Consent

[EEN
o
[N
o

P P R RP RP R ON
ON O B P OFR O W R
P W R PR O Rk

Prior use

What we see in this data is that two grounds frequently arose in original proceedings:
first, whether the infringing sign was ‘deceptively similar’, and second, whether the
alleged infringer’s sign was being ‘used as a trade mark’. Notably, these grounds mirror
the most common grounds raised on appeal: the most frequent infringement issues raised
(either successfully, or unsuccessfully) on appeal was whether the infringing sign was

‘deceptively similar’ to the registered trade mark (6 instances),”® followed closely by the

" Figure obtained by adding number of original determinations where there was a loss or partial win on

trade mark infringement i.e. 17+2.

" Figure obtained by adding number of appeal determinations where there was a loss or partial win on

trade mark infringement i.e. 8+0.

"™ Figure obtained by adding number of ultimate determinations where there was a loss or partial win on

trade mark infringement i.e. 20+2.

7 See Powell v Glow Zone Products Pty Ltd (1997) 39 IPR 506; MID Sydney Pty Ltd v Australian

Tourism Co Ltd (1998) 42 IPR 561; Coca-Cola v All-Fect Distributors Ltd (1999) 47 IPR 481; SAP
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question of whether the infringing sign was used ‘as a trade mark’ (4 instances).”” One
reason why these two grounds dominate is that most other grounds are tailored to very
specific circumstances’® — the issue of deceptive similarity will usually be one which
parties in a non-counterfeiting case can contest. Another reason, however, could be that

there is some uncertainty about these grounds.

3.5 Outcomes on Validity

The other matter which may arise in trade mark proceedings is the validity of the trade

mark registration. Data on such findings is presented in Table 5.

Australia Pty Ltd v Sapient Australia Pty Ltd (1999) 48 IPR 593; CA Henschke & Co v Rosemount

Estates Pty Ltd (2000) 52 IPR 42; Aldi Stores Ltd v Frito-lay Trading Co (2001) 54 IPR 344.

" See TGI Friday’s Australia Pty Ltd v TGI Fridays’ Inc; Aldi Stores Ltd v Frito-Lay Trading Co (2001)
54 IPR 344; Coca-Cola v All-Fect Distributors Ltd (1999) 47 IPR 481; Koninklijke Philips Electronics
NV v Remington Products Australia Pty Ltd (2000) 48 IPR 257.

® For example, it is only rarely that a party will be able to argue that they are making good faith use of

their own personal name (s 122(1)(a)).
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Table 5: Trade Mark Validity Determinations, 1997-2003"

Proceeding LOSS WIN TOTAL
No. % No. %

ORIGINAL

- Counterfeit 0 0 0 0 0

- Other 5 31 11 69 16

- Subtotal 5 31 11 69 16

APPEAL

- Counterfeit 0 0 0 0 0

- Other 1 25 3 75 4

-Subtotal 1 25 3 75 4

ULTIMATE

- Counterfeit 0 0 0 0 0

- Other 6 40 9 60 15

- Subtotal 6 40 9 60 15

The most important observation arising from Table 5 is that in Australia, the validity of
the registered trade mark is often not litigated in the context of an infringement action.
Of the 67 original and appeal trade mark proceedings, only 20 involved a determination
on trade mark validity. This contrasts with patent litigation, where validity is challenged
more often than not.®® Even where a party chose to challenge validity, they were
successful in only 6 of the ultimate decisions (40 per cent), with the trade mark owner
successful in 9 (60 per cent). This is not surprising: the threshold for protection of a trade

mark is lower than that for patent:®" it is more likely that the alleged infringer will be able

™ Note that due to the small number in cases where a trade mark was found invalid, we have not reported

the grounds of invalidity
8 gee Weatherall and Jensen, above n3.

8 A patentee must establish that the claimed invention is both novel and non-obvious (among other
requirements). For a trade mark validity, a trade mark owner need only prove that their trade mark is

capable of distinguishing their goods or services, and that it does not conflict with other existing marks.
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to distinguish themselves from the existing mark, than it is they will successfully

challenge validity.

4 Discussion

At this point, a summary of the general statistical picture is apposite. While we have
confirmed that Australian trade mark owners succeed in a similar proportion of cases
overall as in the United States, the most striking theme that emerges is that in the period
studied, there are two distinct ‘worlds’ of trade mark enforcement. On the one hand, we
have the counterfeit proceedings: legally simple proceedings where the respondent
frequently does not show up or is unrepresented, which are relatively quickly disposed of,
and in which the trade mark owner is always successful in obtaining a judgment in their
favour. Fully 40 per cent of the original trade mark proceedings which are pursued
through to judgment are of this kind. On the other hand, we have the non-counterfeit
proceedings: proceedings which in the overwhelming majority of cases relate to the most
straightforward form of infringement (use of a mark on the registered goods under
s 120(1)), but where trade mark owners succeeded in only just over a third of the cases
brought. From an observer’s perspective, both of these ‘worlds’ raise questions of
interest. In relation to each area, the question for law-makers is whether the results

suggest a need for any particular legal reforms.

Note that these matters are more readily tested at the stage of examination than issues arising regarding
novelty or obviousness. The validity of patents is assessed against (a) a broad body of prior art, not all
of which may be identified at the time of examination, and (b) scientific knowledge and expertise, not

all of which will be available to a patent examiner.
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4.1  Counterfeit proceedings

In relation to the counterfeit proceedings, the obvious question is why so many are
proceeding all the way to judgment, when the end result should be completely
predictable. By definition, they involve identical (or substantially identical) marks, being
used on the registered goods: conduct which lies at the core of that which a trade mark
owner is entitled to prevent. According to existing theories of dispute resolution,
described above, where all else is equal, clear-cut cases should settle long before they
reach trial or judgment, in order to avoid the extra, unnecessary cost of court proceedings.
Yet four in 10 of the original proceedings which resulted in a judgment on the merits in
our study involved trade mark counterfeiting.%? Obviously we cannot measure, simply on
the basis of these figures (a) what proportion of all potential counterfeiting disputes make
their way to the court, or (a) what proportion of the proceedings concerning trade mark
counterfeiting which are issued proceed all the way to judgment, as opposed to settling at
some earlier stage. There is a high settlement rate in trade mark proceedings: as noted
above, in infringement cases, of the 391 trade mark infringement proceedings filed in the
Federal Court Australia in the five year period 1998 — 2002, only 48 (approximately 12

per cent) ended with some form of judgment on the merits. It is not possible to measure

8 Take, for example, the period January 1998 — December 2002 (a five year period). In that time, based

on data in the Federal Court database, QG
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what proportion of these are counterfeit proceedings.®® But in a sense, that is not the

point. In theory, all these cases should be able to be resolved.

A first reason why counterfeit cases proceed to judgment is suggested by Figure 3 and
Figure 4, which showed the data on legal representation in counterfeiting cases. It will
be recalled that in over eighty per cent of the counterfeit cases, the respondent was (or
respondents were) not represented by lawyers, and in over half the counterfeit
proceedings there was no appearance by the respondent(s) in court at all. Theories of
litigation which predict that straightforward cases settle assume a rational plaintiff and
rational respondent. Such models do not take account of the uncooperative respondent
who is, from an economic perspective, acting irrationally in failing to seek a sensible
resolution of the dispute. In circumstances where an alleged infringer fails to cooperate,
the trade mark owner has little choice but to either abandon the proceedings, or pursue

the proceedings through to judgment as rapidly as possible.

A second, related reason why counterfeit cases go to court is that the stakes in these cases
are not equal. From a trade mark owner’s perspective, enforcement proceedings are not
just about stopping the individual counterfeiter: they are also about obtaining a significant
judgment, which can be used to deter other prospective counterfeiters, and to send a
message to the ‘industry’. Our anti-counterfeiting plaintiffs are repeat litigators who have
concerns going beyond the individual case against the individual respondent: six trade

mark owners account for all the proceedings. In such circumstances, where the goals of

8 That information is not included in the Federal Court database.
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the trade mark owner go beyond mere recovery of damages or mere injunction from the
individual respondent, settlement is far less likely. The need to deter infringement raises
the stakes and the potential benefits of pursuing litigation for the trade mark owner,
decreasing their willingness to settle. In addition, being too willing to settle (or willing to
settle for a lower amount) may make the trade mark owner appear ‘soft’, and decreases
the perceived risks of infringement for all other infringers in the market.® Thus

indirectly, readiness to settle may encourage counterfeiting by others.®®

The deterrent aim is further evidenced by the kinds of orders sought in these
counterfeiting proceedings. While additional damages for ‘flagrant’ infringement are not

available under the Trade Marks Act,®®

courts do have quite wide discretion in the
framing of orders such as delivery up,®” and orders for costs — including the order for

indemnity costs.?® We examined the orders made in the counterfeit cases within the

©
=

Litigation reputation is particularly important to repeat litigators: P. Siegelman and J. Waldfogel,
“Towards a Taxonomy of Disputes; New Evidence through the Prism of the Priest/Klein Model’ (1999)
28 Journal of Legal Studies 101.

% Note that because we are unable to distinguish between counterfeit and non-counterfeit proceedings in

relation to proceedings filed but not pursued through to judgment, we are unable to test whether such

cases are more, or less likely to settle than non-counterfeit cases.

©
>

Cf Copyright Act 1968 (Cth) s 115(4).

@

7 James Lahore, Patents, Trade Marks and Related Rights (Butterworths Looseleaf) at [58,500].

@
©

Although it should be noted that indemnity costs are awarded on the basis of conduct during the
proceeding rather than the conduct sued for: Microsoft Corporation v Glostar Pty Ltd [2003] FCA 210,

[28].
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). In those

study period, where they were available (20 of the 24 proceedings
proceedings, all 20 involved the usual remedy for trade mark infringement — an
injunction — but notably, most cases involved some other, additional order:
e All 20 cases involved an order for the payment of costs by the respondent (2 of
those for indemnity or full costs);
e 16 cases involved an order for delivery up of infringing copies and/or copying
equipment;
e 14 involving payment of damages or account of profits. In most cases the figure

was not available (an inquiry being ordered), but the figures, where available,

were not insignificant: ranging between $200,000 and $653,819.%

What is notable is that in 12 of the 20 cases, the deterrent or punitive effect was enhanced
by the “piling up’ of all four possible orders. Although it is debateable whether such
orders are sufficient to offer deterrence — even apparently large sums such as these may
not offer deterrence if the profits are high enough — such orders are strong evidence that
the proceedings are serving a purpose beyond the recovery of damages from the

individual counterfeiter.

% In two proceedings, final orders were not available for analysis. In the other two proceedings, the only
order made was the interlocutory one restraining Australian Customs from releasing goods under s 136
of the Act.

% There was, in addition, one case with only a small damages award of $3000. In that case the judge

concluded that the damage from the respondent’s activities would be ‘small’; no figures were available
on the number of sales made: Microsoft Corporation v Stirling [2001] FCA 1852, [11]. Not all of these

decisions involved the order of ‘additional damages’ under the Copyright Act.
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A third reason why some counterfeit cases proceed to judgment is a more technical legal
reason. In the discussion above, it was noted that sometimes, ‘quirks’ in the legal system
will prevent settlement. Under the Trade Marks Act, Customs may seize infringing
goods imported into Australia.®® Interception at the border is a very important tool in
anti-counterfeiting efforts.’ Under the Trade Marks Act, trade mark owners may lodge a
written ‘objection” with Customs.®® Such an objection is, in effect, a request to Customs
to intercept the importation of goods which infringe the notified trade mark. Customs
must then seize imported goods bearing the mark if satisfied that there are reasonable
grounds for believing that the notified trade mark is infringed by the importation of the

goods, notifying both the trade mark owner and the owner of the imported goods (the

%% Trade Marks Act 1995 (Cth) s 133. A trade mark owner or authorised user must lodge a notice of
objection to importation under s 132 to enliven this power in Australian Customs. The Customs CEO
may decide not to seize the goods if appropriate security has not been given by the objector sufficient to
repay to the Commonwealth the expense of the seizure: s 133(3).

% This is recognised by the provisions in TRIPS regarding customs interception of goods: one of the few

provisions in TRIPS regarding enforcement. See also Advisory Council on Intellectual Property,
Review of Trade Mark Enforcement (2004); European Commission, Communication from the
Commission to the Council, the European Parliament and the European Economic and Social
Committee on a customs response to the latest trends in counterfeiting and piracy, 11 October 2005,

COM(2005) 479 final.

% Trade Marks Act s 132
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‘designated owner’, in the parlance of the Act).®* At this point, three different things may

happen:

e The owner of the imported goods may consent to their forfeiture;*
e The trade mark owner may commence proceedings for infringement;® or
¢ No infringement proceedings may be commenced, in which case the goods must

be returned to the designated owner.”’

Where infringement proceedings are commenced, the objector must get an order from the

court directing Customs not to release the goods to the designated owner.”® In other

words, to prevent the goods from being released to the designated owner, trade mark

owners must obtain a judgment, unless the designated owner actually consents to the

forfeiture of the goods to the Commonwealth.” In circumstances where respondents fail

to cooperate, or fail to show up, obtaining such consent is likely to be impossible — with

the result that proceeding to judgment becomes inevitable despite the straightforward

94

95

96

97

98

99

Trade Marks Act s 133. The “designated owner’ in relation to goods imported into Australia means “the
person identified as the owner of the goods on the entry made in relation to the goods” under section 68

of the Customs Act 1901 (Cth): Trade Marks Act 1995 (Cth), s 6
Trade Marks Act s 135

Trade Marks Act s 137

Trade Marks Act s 136.

Trade Marks Act 1995 (Cth), s 137(5).

Trade Marks Act 1995 (Cth), s 135(1).
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nature of the case. In fact, in 8 of the 24 counterfeit proceedings which proceeded to

judgment, there was an order for forfeiture of infringing copies held by Customs.*®

These results beg the question: does the evidence in this study suggest that any legal
reform is required? The management of counterfeiting matters is an important policy
matter. There would seem to be good reasons why we should be concerned about
providing an effective and ‘user-friendly’ enforcement regime against counterfeiting.
Counterfeiting activity falls within the core of that conduct which trade mark owners are
entitled to prevent. The negative effects of counterfeiting are substantial. They include
(@) direct losses to the trade mark owner (ie lost sales); (b) the costs entailed by the
deception of consumers, (c) indirect losses to the trade mark owner (for example, loss of
reputation for quality, loss of “prestige’ value), (d) the costs of enforcement incurred by
trade mark owners and governments alike, and (e) the ‘social losses’ — lost jobs, lost tax
revenue, and lost investment in research and development that may arise as a result of the
lost revenue. In some cases, there may be health and safety issues, although these issues

do not arise for the kinds of goods subject to enforcement in the period of this study.'*

Indeed, the sheer magnitude of the problem has prompted initiatives at the international

level. At the 2005 G8 Summit, for example, one of the issues discussed was the need to

100" A majority of these (ie 5) involved a non-cooperative respondent: one who did not appear.

1 The obvious candidate for health issues is the area of counterfeit pharmaceuticals. No counterfeit

pharmaceutical cases were litigated under trade mark law in the relevant period.
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eliminate the international trade in counterfeit goods.’®* Few of these discussions have
highlighted the role of the courts: rather, the focus has mostly been on the practical
mechanisms such as the stopping of importation by customs, to slow trade in such goods.
However, enforcement proceedings through the courts are an integral part of the process
for controlling such activities, and how such cases are being managed is hence a matter of

interest for policy-makers.

It is not clear that we can significantly reduce the numbers of these cases requiring
judicial resolution. Uncooperative respondents and the need to deter infringements stand
in the way of removing these cases through settlement. Even in relation to the area of
customs seizures, where the need for a court order is a legal quirk that ensures some
cases must be pursued through to judgment, there would appear to be few alternatives.
There is already a procedure to avoid court proceedings where the owner of goods
consents to forfeiture. The ‘problem’ arises where the owner will not consent, and
particularly, where they will not even respond to the trade mark owner. In theory, it might
be possible to provide that, in cases where an alleged infringer fails to consent to, or even
respond to a notice of objection and notification of seizure of goods, those goods should
be forfeit without going through court procedures (rather than requiring active consent to
forfeiture). This would presumably eliminate from the courts those cases where the
respondent fails to appear. However, in the six year period considered here, such cases

constitute only 5 judgments, so the benefits of the shift would appear to be minimal,

102 A Statement on ‘Reducing IPR Piracy and Counterfeiting Through More Effective Enforcement’ was

one of the outcomes of the G8 Summit in 2005.
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while the costs (in terms of encroachments into property rights, and process issues) would

be not insignificant.

The only alternative, then, would be resolution through another judicial forum. Since
2000, the Federal Magistrates’ Court (‘FMC’) has provided a court of lower jurisdiction
in matters arising under Federal law. At the time that the court was established, it was
envisaged that its advantages would include a less formal judicial culture, more
streamlined procedures, and reduced costs for litigants.'® It was intended that resolution
of more simple matters in the FMC would provide more time and resources in superior

104

courts to deal with more complex matters.”™ In recent years there has been increasing

talk of having intellectual property matters heard by the FMC, in the “belief that this may

provide a solution to realising a more efficient IP enforcement regime in Australia.”® In

mid-2003 the FMC began to hear copyright infringement actions. In November 2003, the
Advisory Council on Intellectual Property proposed, in a final report that the jurisdiction

of the FMC should be extended to include patent, trade mark and designs matters.’® In

103" Attorney-General The Hon Daryl Williams AM QC MP 'Federal magistracy to be established’, News Release,

8 December 1998

104 Explanatory Memorandum to the Jurisdiction of the Federal Magistrates Court Legislation Amendment

Bill 2005 (Cth).

105 ACIP, Should the jurisdiction of the Federal Magistrates Service be extended to include patent, trade

mark and design matters? (November 2003), 2.

108 Advisory Council on Intellectual Property, Final Report: Should the jurisdiction of the Federal
Magistrates’ Service be extended to include patent, trade mark and design matters? (November 2003,

released February 2004). Presumably this means that the broader proposal of ACIP is still under
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fact, the FMC already deals with cases of misleading and deceptive conduct, and can,
under its accrued jurisdiction, deal with trade marks issues arising from a case in which
such conduct is pleaded.™®” In December 2005, the Federal Government proposed a bill
which would extend the jurisdiction of the FMC in matters under the Trade Practices Act
(increasing the level of monetary awards that the FMC can provide, and otherwise
extending the jurisdiction of the Court) and to matters transferred to it by the Federal or

Family Court.'®

The amendment, while not effecting the full set of changes
recommended by ACIP, would in practice, make it easier to bring trade mark matters
before the FMC, as matters of accrued jurisdiction in cases brought either for copyright

infringement,'® or under the Trade Practices Act.'*°

consideration (no formal response has been issued as at the time of writing) or the compromise solution
has been to allow the Federal Court to refer simple matters ‘down’.

7 As at 6 February 2006, AustLIl recorded 31 substantive judgments of the FMC in which matters of

misleading or deceptive conduct were adjudicated (a further 21 judgments mentioned misleading or
deceptive conduct but concerned procedural or jurisdictional matters). Of the 39, two involved issues
akin to trade mark infringement (actual infringement under s 120, or adoption of marks/signs analogous
to a trade mark infringement): Melbourne's Cheapest Cars v Melbourne Street Cars [2004] FMCA 606
and Nickhun Pty Ltd v Grifkam Pty Ltd [2004] FMCA 994.

108 Jurisdiction of the Federal Magistrates’ Court Legislation Amendment Bill 2005 (Cth).

19 See n17 above, where it was noted that quite a large proportion of the counterfeiting cases involve

subject matter protected also under copyright law.

110 Many trade mark infringement cases could be or are also pleaded as breaches of section 52 of the Trade

Practices Act 1974 (Cth).
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The present study clearly demonstrates that there is a distinct set of cases which are not
legally complex, which are quickly resolvable, and in which a full hearing of a superior
court hardly seems warranted given the frequent failure of the respondent to even appear
to be heard. This finding would seem to counter one of the main arguments which has
been used by those opposing the expansion of the jurisdiction of the FMC to other IP
disputes: namely, that IP matters are complex and require a certain amount of judicial
expertise on behalf of judges. These factors indicate that counterfeit cases should be
included in the jurisdiction of the FMS, which provides “a quicker, cheaper and more

accessible forum for dealing with less complex ... general federal law disputes.”*

There are various ways that counterfeit cases could be directed towards the FMC:

1. Judges of the Federal Court could use the discretion vested in them under the
Jurisdiction of the Federal Magistrates’ Court Legislation Amendment Bill 2005
to refer such matters down to the FMC;

2. Trade mark owners could be given the same choice given to copyright owners
through the conferral of concurrent jurisdiction on both the Federal Court and
Federal Magistrates” Court;™*? or

3. An attempt could be made positively to require that counterfeiting cases, in the

first instance, be brought in the FMC rather than the Federal Court of Australia.

L ACIP, Should the jurisdiction of the Federal Magistrates Service be extended to include patent, trade

mark and design matters? (November 2003), 10.

12 Copyright Act 1968 (Cth) s 131D. This jurisdiction was conferred commencing May 2003 by the

Copyright Amendment (Parallel Importation) Act 2003 (Cth) Sch 4 item 14.2.
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If the Federal Magistrates’ Service were to offer a better (more efficient, quicker) forum,
one would expect that the 2" of these options would be sufficient. Nevertheless, from a
party’s point of view, there may be considerable inertia. The Federal Court may be a
more comfortable forum in which to litigate for repeat litigators. Further, despite the
lower filing fees in the FMC, the evidence from the present study is that counterfeiting
cases are dealt with relatively efficiently by the Federal Court of Australia: they take an
average of just over 6 hours of court time in total to resolve (including any directions
hearings), and are ordinarily resolved less than a year after filing of the initial
proceedings in the court. The figures in relation to issued proceedings are even more
striking: half the infringement proceedings filed in the period 1998-2002 were disposed
of within 150 days (or approximately 5 months), with 10 per cent of proceedings
terminated within just over a month (36 days). There is little reason to believe this can

become more efficient in another court.

There may, nevertheless, be some justification for directing counterfeit cases to the FMC.
While the Federal Court may be efficient from a trade mark owner’s perspective, there
are not insignificant costs to society, and the court system more generally. In taking up
the time of the Federal Court, such cases, even when short, arguably waste scarce judicial
resources. The current burden of proceedings before the Federal Court is large. Removal
of some ‘chunk’ of them would free up the time of the judges to deal with other, more

complex matters. It would not be expected that the burden on the court would factor into
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the decisions of trade mark owners in choosing where to litigate, but from a societal

perspective, it is relevant.

It would be possible, as a legal matter, to distinguish between counterfeit and non-
counterfeit disputes for the purposes of determining the appropriate forum. Amendments
could be made to the Trade Marks Act 1995 (Cth): for example, by introducing a separate
provision for infringement involving identical goods, and a substantially identical mark.
Jurisdiction under this provision could be granted to the FMC. While admittedly the
effect of such a provision would be easy to avoid by a determined trade mark owner (by
pleading infringement under s 120(1)), such a distinction would at least set up the

expectation that counterfeit cases should not be tried in the jurisdiction.

For the most part, these are matters of broader policy; on the basis of this study it is not
possible to draw a concluded view on whether trade mark counterfeit cases should be
directed, in the first instance to the FMC. What is clear is that we have a subset of
uncontroversial cases, where arguments about the need for expertise on the part of judges

do not apply.

4.2 Non-counterfeit proceedings: why litigate a losing case?

The other surprising key finding of interest is the low success rate in non-counterfeit
trade mark proceedings. As noted above, trade mark owners succeeded, in these cases,
only just over a third of the time. These results are surprising, and beg the obvious

question — why? Importantly for policy-makers — does this indicate a problem with the
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law? The answer is: perhaps, but not necessarily. We must first take into account which
cases proceed all the way to judgment. Can the selectivity of the cases litigated explain

the low success rate? That will depend on which cases persist so long.

Earlier in this paper we noted that the dominant ‘divergent expectations’ model of
litigation assumes that (a) the law is relatively clear, and (b) that the parties are equally
likely to err in predicting the result. If the law is unclear, and one side is systematically
too optimistic about their chances, they will, systematically, take cases to trial (and refuse
settlement) where they are objectively likely to lose. Or, they may not be too optimistic,
but may consciously choose to take cases to trial despite a likely loss, for some strategic
reason external to the case itself. Another assumption of the model is that the parties

have equal stakes in the outcome of the trial.*

Where stakes are not equal, the results
will be biased. A party with more to lose than gain in litigation will tend to settle even in
those cases where they have a chance of success: thus leading overall to a higher ‘win
rate’ for those cases which do go to trial. Conversely, a party with more to gain than they

might lose will be less inclined to settle even in borderline cases, leading to a lower

overall win rate for that party.

How do these factors play against non-counterfeit trade mark litigation? Focusing first on

uncertainty regarding the legal standard, there are two possible sources of uncertainty in

3 The example used in the original Priest and Klein article comes from the law of negligence, and posits a
situation where the only question in litigation is who will pay for damage suffered — the injured plaintiff

or the allegedly responsible defendant.
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current Australian trade mark law. One might be changes wrought by the 1995 Act: in
particular, the new actions in the new 1995 Act — subs 120(2) and (3), which extended the

scope of trade mark infringement.!**

However, the data does not support this
explanation. While the model predicts increased litigation with uncertainty, in fact there
have been few cases brought under these provisions.'*> Moreover, within the ultimate
non-counterfeit cases the discrepancy between the wins and the losses is confined to

116 \which

cases where infringement is claimed under s 120(1) of the 1995 Act,
substantially mirrors the previous 1955 Act. This suggests that the introduction of the

new legislation is not the cause of the low infringement rates in these cases.™’

114 Recall that one of the objections to these extensions was that they would introduce uncertainty into the
law: see above nl11 and accompanying text.

5 This of course could mean that these two grounds are uncertain and that that is in fact preventing

litigation being brought at all under these provisions: in particular, there could be uncertainty regarding
the s 120(2) ‘defence’, and the scope of s 120(3) (in particular, the requirement of a ‘connection’).
However, if the rights in this space were considered important, we would still expect to see some
litigation under those grounds — particularly in light of the fact that a likely loss or risk of loss does not
appear to be preventing litigation in the non-counterfeit cases.

118 |n actions based on s120(1) there were 6 wins and 18 losses, whereas the win rate for actions based on

ss 120(2) and (3) were more or less equal.

7 The clear trend in trade mark authority in Australia has been to hold that the introduction of the Trade

Marks Act 1995 (Cth) did not change fundamental concepts in trade mark law — such as what
constitutes ‘use’ as a trade mark, or what counts as falling within the definition of a trade mark: see eg
Koninklijke Philips Electronics NV v Remington Products Australia Pty Ltd (2000) 48 IPR 257; James

Lahore, Patents, Trade Marks and Related Rights (Butterworths Looseleaf) at [50,205].
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The other possible source of uncertainty is the requirement that an infringing mark be
‘deceptively similar’. There would appear to be at least some uncertainty about this
standard — it is the most frequent ground on which a trade mark owner loses on
infringement, as Table 4 establishes. To some extent, uncertainty regarding this
requirement is inevitable, as the question of whether one mark is deceptively similar to
another is a matter of impression — and something on which reasonable minds may
differ.'® There is also, however, some evidence that there is some uncertainty in the
legal standards — particularly in what matters are to be taken into account in assessing
whether a prospective customers would be confused.**® Consider, for example, the issue
of whether the reputation of a mark is relevant to the issue of deceptive similarity.”®® On
this issue, we have had three Full Federal Court decisions, all taking slightly different

1

positions.’?*  Early commentary following the 1995 Act also indicated that there was

18 Aldi Stores Ltd Partnership v Frito-Lay Trading Company GmbH (2002) AIPC 91-771; [2001] FCA
1874 per Conti J at [189] , per Hill J at [32]; see generally James Lahore, Patents, Trade Marks and

Related Rights (Butterworths Looseleaf) at [56,135].

119 Trade Marks Act 1995 (Cth) s 10 (definition of deceptive similarity); Shell Co of Australia Ltd v Esso

Standard Oil (Australia) Ltd (1963) 109 CLR 407 at 415-416

120 This issue is not the only area where there is uncertainty. Consider also the case of SAP Australia Pty
Ltd v Sapient Australia Pty Ltd (1999) 169 ALR 1; (1999) 48 IPR 593, where, remarkably, a court
found that ‘SAPIENT COLLEGE’ was not deceptively similar to ‘SAPIENT’ or ‘SAPIENT

AUSTRALIA’.

121 Coca-Cola Co v All-Fect Distributors Ltd (1999) 96 FCR 107; (1999) 47 IPR 481; Registrar of Trade
Marks v Woolworths Ltd (1999) 93 FCR 365; (1999) 45 IPR 411 and CA Henschke & Co v Rosemount

Estates Pty Ltd (2000) 52 IPR 42. In the last of these cases, the court considered the differences
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some difficulty regarding the interpretation, and that the court and Trade Marks Office
were not ‘at one’ on the applicable law.*?* The fundamental limitation with proving this
theory is that it is impossible to say whether the litigation rate is high in our data and to
determine exactly what proportion of all trade mark disputes actually proceed to

litigation.*®

Another explanation for the low success rate of trade mark owners is that those owners
are pursuing cases which, objectively, they are likely to lose.*** The interesting question
is why this would happen. One option is that trade mark owners are simply optimistic
about their chances of success — they genuinely believe they are going to win. This is of
course possible — the sense of entitlement that comes with owning a registered trade mark

may lead trade mark owners to see infringement where the law says there is none. To put

between Coca-Cola Co v All-Fect and Registrar v Woolworths, deciding that the cases stood only for a
narrow proposition — that reputation is only relevant where a mark is notoriously so ubiquitous and of

such long standing that consumers are taken to be aware of it.

122 See Case Note, ‘Registrability of trade marks under the Trade Marks Act 1995’ (1999) 10 AIPJ 41-42

2 This is a question that could be explored through other research techniques; for example, through

interviews with or surveys of legal practitioners.

124 As the law becomes more uncertain, more cases arise where the trade mark owner and infringer differ

on the likely outcome, and hence more cases proceed all the way to trial. As a larger proportion of
cases proceed to trial, the outcome approaches, not 50 per cent, but the figure closer to the actual likely
outcome if all disputes arising in the real world were to be litigated. In other words, in the ‘real world’
of disputes, trade mark owners would lose more of the time — i.e. they are overly optimistic about their

chances.
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it another way, trade mark owners may expect the protection of the law beyond the
boundaries established by the Act. On the other hand, we would expect that even if trade
mark owners are overly optimistic, perhaps through a sense of entitlement, they would be

disabused by their more clear-eyed lawyers.

Alternatively, trade mark owners are knowingly pursuing cases they are likely to lose.
This might happen if trade mark owners have more to win from litigation than they risk
losing. Unusually for IP litigation, a trade mark owner does not face a high risk of losing
their trade mark: challenges to trade mark validity are relatively rare (as compared, for
example, to patent litigation), and the standards for validity of a registration are low.
Loss in a trade mark case (and unlike other forms of IP litigation) is not likely to lead to
loss of the trade mark. On the other hand, the benefits of litigating even a questionable
case are clear. By litigating, the trade mark owner may acquire a reputation as an
aggressive litigator and may mark out the boundaries of the trade mark rights, creating a
‘zone of distinctiveness’ where competitors may not tread. In other words, the benefits of
litigating and hence gaining broader protection may be worth the risk. In these
circumstances a trade mark owner may be disinclined to settle even cases where they are

correctly advised they may lose. *°

15 cf William Landes, above n3 at 756. Landes argued that trade mark litigation was ‘high stakes’
litigation: while the risk of invalidity may be low, a trade mark owner who loses an infringement suit
may risk losses in future licensing and other revenues, because the court decision has effectively
narrowed the scope of his IP, as well as provided potential licensees with greater bargaining power.
Landes may be correct that the stakes in trade mark litigation overall are high — as noted above, success

in counterfeit litigation is important — but in our view, the same considerations do not apply in non-
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By contrast, the best that a defendant can hope to gain in litigation may be the right to use
a particular trade mark. Given the large range of possible marks, this may not be such a
huge ‘stake’ unless there has already been significant investment in a mark (unlike patent
cases, for example, the loser is unlikely to be shut out of a market altogether). Weighed
against this benefit, the risks of litigating may be significant — in terms of their own and
the trade mark owner’s costs. This, according to the models, will incline the defendant to
settle even in borderline cases. The result of these differential stakes and incentives to
settle could be that a greater number of disputes proceed to trial where the defendant is

likely to win.

These two explanations have different policy implications. If it is the case that trade
mark owners are overly optimistic, there is a mismatch between the protection that trade
mark owners expect from the law, and that which the law actually provides. This might
indicate the rights provided are unduly narrow — but not necessarily. The expectations of

protection held by trade mark owners could be inconsistent with good policy

counterfeit cases. In particular, we consider that at least in Australia, the argument that a trade mark
owner risks losing licensing revenues to be unconvincing: a perusal of the cases in light of common
general knowledge does not indicate that the litigated marks, outside the counterfeiting cases, are marks
which are the subject of licensing arrangements. The fact that we consider trade mark litigation to be
(relatively) low risk/high reward litigation, whereas Landes argues it is high stakes litigation, does

indicate one issue with using these theories: a rationalisation can be found for any result.
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outcomes.*?® Even if the rights are not narrow, however, if trade mark owners are overly
optimistic then the scope of trade mark protection is not being properly explained —
unreasonably high expectations are being generated about what protection the system will
in fact give. This would suggest that, at the least, steps should be taken to correct the

impression.

If, on the other hand, the main reason for the low win rate is that trade mark owners are
knowingly pursuing litigation where there is a risk of loss, on the basis that the risk is
worthwhile, then no policy action is suggested. A further, focused study (for example,
using interview techniques) of the thinking of litigating parties in this space would be of

interest.

As a final matter, it is worth noting that despite the concerns expressed by the Working
Party formed originally to review the Trade Marks Act, the infrequency with which s
120(2) and (3) are litigated would seem to indicate that they have not introduced undue
uncertainty into the Act. As to why the numbers are low, it may be that the low numbers
of litigated disputes reflects a low number of ‘real world” disputes. Perhaps trade mark
owners are either only concerned with their ‘core’ (registered) markets, or they have

trouble detecting potential infringements outside their core markets. Alternatively, it may

126 A further point should be noted here. It is possible that trade mark owners expect broader rights than
they receive in the particular marks they have chosen to register. One concern occasionally noted by
the profession in recent times has been the frequency with which trade mark registrants are choosing
highly descriptive marks. In these marks, the rights granted are likely to be most narrow. The problem,

in other words, may at least in some cases be weak marks.
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be that the kinds of issues that might lead to disputes under subs 120(2) and (3) are being
detected at the opposition stage. If trade mark owners are heading potential infringers off
at this stage, these issues will never, or rarely, make it to the stage of infringement

proceedings.*?’

It would be of interest to know how often opposition proceedings are
being launched by trade mark owners in relation to similar goods (under s 44), or even
dissimilar, goods (under s 60). Finally, it could be argued that low numbers of cases
under subss 120(2) and 120(3) are in fact desirable — that we want significant barriers
before trade mark owners can extend their trade mark rights beyond ‘traditional’ trade
mark infringement, and beyond the rights that trade mark owners have actually registered

and ‘paid for’. In summary, then, while the numbers are low, this is not necessarily a

cause for concern.

5 Conclusions

This study has highlighted some important features of trade mark enforcement litigation
in Australia. First and foremost, it has highlighted that there are two fundamentally

different kinds of trade mark litigation, and suggested that these might be treated

127 Under s 44, an application for a trade mark may be opposed on the grounds that it is deceptively similar
to a mark registered in relation to similar goods (or services) — ‘similar’ being defined to mean goods of
the same description, which is the field covered, in infringement, by s 120(2). The “field’ covered by s
120(3) in infringement would be largely matched by the ground for opposition under s 60 (which allows
opposition on the grounds that the mark is deceptively similar to a mark with a reputation in Australia,
and where use would be likely to deceive or cause confusion). We are grateful to Trevor Stevens for

pointing out the role that opposition may play here.
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differently — even to the extent of assigning jurisdiction over such cases separately.
There is little reason to believe that the legally simple cases, counterfeit proceedings,
with their unresponsive respondents, should be taking up the time of the Federal Court of
Australia.  Second, it has highlighted a even more interesting result: that trade mark
owners appear to be pursuing cases that objectively they are likely to lose. While we
cannot offer a full explanation for this, we have suggested that, before we become too
concerned, further research is required to determine whether this result is a matter of
strategy, or ignorance on the part of trade mark owners. Finally, it is worth noting that
only this kind of ‘bigger picture’ quantitative study could even raise these matters for
discussion. We hope that, through future studies of this kind, a better overall picture of

the enforcement system can be obtained in trade mark, as it increasingly is in patent.
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