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THE SCOPE OF PASSING OFF
Passing off is the most prevalent form of unlawful competition. It is often also relied on in combination with the ground of trade mark infringement. The most authoritative definition of passing off was given in the case of Capital Estate and General Agencies (Pty) Limited v Holiday Inns Inc. 1977 2 SA 916 (A) 929C: 
The wrong known as passing off consists in a representation by one person that his business (or merchandise, as the case may be) is that of another, or that it is associated with that of another, and, in order to determine whether a representation amounts to a passing-off, one enquires whether there is a reasonable likelihood that members of the public may be confused into believing that the business of the one is, or is connected with, that of another. 
In Premier Trading Company (Pty) Ltd v Sporttopia (Pty) Ltd 2000 3 SA 259 (SCA), the Supreme Court of Appeal (SCA) reviewed earlier decisions and then stated the minimum requirements to be the existence of a reputation and deception, or at least confusion, caused by the conduct of the defendant, which would influence members of the public to purchase the goods (267 D-F). How does one prove the existence of a reputation? It is of course ideal if affidavits can be obtained from members of the public, attesting to their awareness of a particular mark (or their confusion, for that matter). However, in Reckitt and Coleman SA (Pty) Limited v SC Johnson & Son (SA) (Pty) Limited 1995 1 SA 725 (T), it was said that a court can make an inference from the facts, if no direct evidence is available (732E). A similar view was expressed in the decision of GPS Restaurante BK v Cantina Tequila (Mexican Connection) CC 1997 1 All SA 603 (T), when it was stated that the existence of a reputation can be inferred from evidence of sales or of advertising expenditure (609A). It is thus customary in affidavits filed on behalf of the applicant for an interdict to give details of turnover figures for the past five years at least, as well as expenditure on promotional activities for a similar period. Examples and details of relevant exposure in the media are also of value. Once such a foundation is laid, it becomes difficult for a respondent to disprove the evidence submitted and to prove a negative, namely, that the applicant does not have a reputation. It can be mentioned that the introduction of an opinion survey by either party is usually controversial. The results of such a survey are challenged as a matter of course, whether it is the phraseology of the questions employed or the universe of members of the public that was selected. Such a survey is probably not cost effective in the majority of cases. It is also quite understandable that the “trier of fact” will not want his judgment to be replaced simply by a statistical analysis done by a person without any legal qualifications.
Does the law relating to passing off require actual trading in South Africa? This used to be the position. For instance, the South African party in Slenderella Systems Incorporated of America v Hawkins 1959 1 519 (W) successfully relied on the absence of trading activities here.  The following was said by the court (522 D-E):

There are other examples in this country of local trades conducting businesses or trades under the name used by much better known and older overseas firms. Some of such businesses may have even been started in South Africa under such names only because it was known that an overseas firm was about to start business in its own name in South Africa. With the morality of such conduct the Court cannot be concerned, it must enquire whether a right of property belonging to the overseas firm in this jurisdiction has been infringed.

A similar approach as in the above case was followed in the well-known decision in Tie Rack plc v Tie Rack Stores (Pty) Limited 1989 4 SA 427 (T). This view was said to imply that our common law of passing off did not comply with article 6bis of the Paris Convention (McDonald’s Corporation v Joburgers Drive-Inn Restaurant (Pty) Limited 1997 1 SA 1 (A) 19D). The current approach towards the issue is contained in the case of Caterham Car Sales & Coachworks Ltd v Birkin Cars (Pty) Ltd 1998 3 SA 938 (SCA). The approach of the SCA was the following: first, it considered the view of the court a quo. The latter held that the ordinary rules of jurisdiction apply and that the plaintiff must thus establish that his/her goodwill extends to the jurisdiction of the court. The existence of a goodwill “generated by sales”, within the jurisdiction of the court, must be proven. The SCA indicated that the latter view combined two divergent issues, namely, the elements of passing off and the requirements for jurisdiction. It was stated that the only component of the goodwill of a business that can be damaged by means of passing off is its reputation. It was also stated that it is incorrect to equate goodwill with reputation. The Court mentioned that the fact that, under certain circumstances, the locality of a business may be a component of goodwill does not mean that goodwill can only exist where the business is located. The SCA then (950 A-C) set out the legal position as follows:

The correct question can be distilled from the judgments on passing-off of this Court mentioned earlier… In general terms, it appears to me to be whether the plaintiff has, in a practical and business sense, a sufficient reputation amongst a substantial number of persons who are either clients or potential clients of his business. As far as the ‘location’ of reputation is concerned, it must subsist where the misrepresentation complained of causes actual or potential damage to the drawing power of the plaintiff’s business. Otherwise the misrepresentation would be made in the air and be without any consequences.

The position in relation to this specific aspect is not unlike that prevailing in terms of section 35 of the Trade Marks Act 194 of 1993, which provides protection although a person does not carry on business or have any goodwill in this country. There is, accordingly, considerable harmony in this regard between the statutory and common law.   
A question that inevitably arises is that regarding the difference between passing off and trade mark infringement. The principal distinction of course relates to the manner in which rights are acquired in terms of the two remedies. Rights relating to passing off are established “gradually” with use – bar an unusual event, such as a massive television advertising campaign that can create a reputation virtually overnight. The central question would be when it can be said that a reputation has been acquired insofar as a specific mark is concerned. The establishment of a reputation, as alluded to above, is dependent upon a number of factors, including the nature of a mark, that is, the degree of distinctiveness, sales figures, promotional expenditure on the marketing of products bearing the mark or get-up, and the period of use. Protection in terms of the Trade Marks Act is available immediately on registration and is not, in the short term, dependent on any use of the mark. 
A further difference is that in cases of alleged passing off, it is said that it is the goodwill built up through the use of a mark that is protected, while in instances of trademark infringement, it is the right to the mark itself that is being protected. Flowing from this fact is an important practical difference between the two remedies. This is namely that passing off involves a comparison of the two marks and the get-up of the products in relation to which they are used. In other words, the mere fact that a confusingly similar mark is used by B does not automatically imply that he/she would be liable towards A for passing off. Colours and shapes or the addition of other distinctive material can thus be considered by a court to determine whether there exists a likelihood of confusion. On the other hand, in the instance of trademark infringement, the comparison is solely between the two marks themselves and extraneous matter cannot be taken into consideration (Stellenbosch Farmer’s Winery Ltd v Stellenvale Winery (Pty) Ltd 1957 4 SA 234 (C)). For example, if the letter G (in a special script) is the registered mark, goods bearing that mark will be infringing, notwithstanding the difference in the appearance of the actual products. The latter fact will however significantly reduce the chances of success in a passing-off action.
Another aspect that must be noted is that a passing-off remedy is not limited to the use of a mark in relation to similar goods or services. This is, however, a requirement in terms of section 34(1)(b) of the Act. Section 34(1)(c) is considerably wider in import in this context, but involves requirements not found in passing-off cases. Furthermore, passing off requires the establishment of a likelihood of confusion. In contrast, in instances when a registered mark is used in relation to the same goods for which registration has been obtained, it is merely similarity between the marks that must be proven (section 34(1)(a)). It is not necessary to establish that confusion will result, as there is, in a sense, an irrebuttable presumption to that effect. Similarly, in the case of the infringement of a famous mark, in instances of dilution, it is not required to prove the likelihood of confusion (section 34(1)(c)). 
Last, it is important to bear in mind that the remedy of passing off relates or is limited to a particular geographical area, being that in which a reputation can be said to exist. In other words, when a mark is used in Bloemfontein, it will not necessarily be possible to prevent the use of the mark in Durban. A trade mark registration, in contrast, can be enforced throughout the whole of the country, irrespective of the location of the proprietor’s business. 
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