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[No.3] Amway Corporation v. Eurway International Ltd. [1974]R.P.C.

IN THE HIGH COURT OF JUSTICE-CHANCERY DIVISION

Before: MR. JUSTICE BRIGHTMAN

16th February, 1973

AMWAY CORPORATION AND ANOTHER V. EURWAY INTERNATIONAL LIMITED

AND OTHERS 5

Confidential information-Alleged confidential information in business literature
concerning plaintiffs' business method-s-Know how-Interlocutory relief refused.

Passing off-Plaintiff trading only abroad-Interlocutory injunction refused.

In an action for alleged breach of confidence, passing off and infringement of
copyright, the plaintiffs were an American company, carrying on a highly 10
prosperous business of direct selling of cleaning materials to the American public
under the name AMWAY, and its U.K. subsidiary, formed in 1970. The defendants
were an English company and three brothers who were officers and shareholders
of the company. One of the brothers had in 1972 been to the U.S.A. to study direct
selling, had met there employees of the U.S. plaintiff, had acquired various items 15
of literature issued thereby, and had been registered for a time as one of its
distributors, although not doing mucn by way of commercial operations in the
U.S.A. The brother was also provided with a tape recording made by a senior
officer of the U.S. company in which it was stated, inter alia, that anyone could
copy the company's marketing plan. On his return, the defendant company was 20
bought by the three brothers and its name changed to Eurway International Limited.
The company then started a direct trading business under the name EURWAY.
The plaintiffs sought interlocutory relief in relation to copyright in their publications
(as to which the defendants gave undertakings until trial), confidential information
in the plaintiffs' business literature concerning the plaintiffs' business method, and 25
passing off arising from use of the word EURWAY. On the issue of alleged breach
of confidence, the plaintiffs relied not on any particular piece of information in their
literature as being confidential hut rather on the entirety of their documentary
material. On passing off, the evidence was that there had been only minor trading
activity in the U.K. by the second plaintiff prior to 1972. The plaintiffs sought to 30
rely on reputation arising [rom the fact that many of the first plaintiffs' large
number of U.S., Canadian and Australian distributors had relations or friends
in the U.K., that some 500 U.S. distributors wished to appoint relations or friends
as distributors in the U.K., and on advertisements in American magazines circulating
in the U.K. 35

Held, (1) that the claim for interlocutory relief in respect of alleged breach of
confidence failed. The court was not satisfied that the plaintiffs' literature ever
came into the hands of the defendants under any confidential badge; but, even if
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it had, it seemed that it was merely know how which the plaintiffs could not keep
exclusively to themselves. It was know how which the law did not protect, and it
was quite impracticable for the court to grant an injunction in the sort of wide
general terms that the plaintiffs sought. Moreover, although there might be more

5 argument at the trial regarding the tape recording, it contained a statement which
the court thought was a fairly open invitation to anyone to make use of the plaintiffs'
literature who cared to do so. It would be quite wrong for the court, in the light
of the statement, to grant the relief sought.

Stephenson Jordan & Harrison Ltd. v. MacDonald & Evans (1952) 1 T.L.R. 101;
10 69 R.P.C. 10 considered.

(2) That the claim for interlocutory relief in respect of alleged passing off also
failed. In order to be able to restrain passing off, the plaintiffs would have had to
have had a business reputation in the United Kingdom which was entitled to be
protected. Some knowledge of the name of the plaintiffs in the United Kingdom

15 without any business activities would quite clearly not be sufficient. The evidence
was totally inadequate to show any world-wide business activities in the United
Kingdom which the plaintiffs were entitled to protect by interlocutory injunction.

Alain Bernardin et Compagnie v. Pavilion Properties [1967] R.P.C. 581 applied.

Cases referred to in judgment:

20 Stephenson Jordan & Harrison Ltd. v. MacDonald & Evans (1952) 69 R.P.C. 10;
(1952) 1 T.L.R. 101.

Alain Bernardin et Cie v. Pavillion Properties [1967]R.P.C. 581.

No further cases were referred to in argument.

This was a motion for interlocutory relief in an action for alleged breach of
25 confidence, passing off and infringement of copyright brought by Amway Corpora

tion and Amway (U.K.) Ltd. against Eurway International Ltd., James J. Carson,
William Lee Carson and Jon Haven Carson. The facts of the case appear from
the following judgment.

Anthony Walton, Q.C. and Robin Jacob, instructed by Baker & McKenzie,
30 appeared for the plaintiffs. W. P. Grieve, Q.C. and David Young, instructed by

Rowe & Maw, appeared for the defendants.

Brightman, J.-This is a motion in an action in which an American company
called Amway Corporation is the first plaintiff and its United Kingdom subsidiary,
Amway (U.K.) Limited, is the second plaintiff. The first defendant is an English

35 company called Eurway International Limited; the second, third and fourth
defendants are the officers and shareholders of that company-three brothers, Mr.
James Carson, Mr. William Carson and Mr. Jon Carson.

The American company is engaged in a highly prosperous business of direct
selling of cleaning materials to the American public. It has some 200,000 distributors

40 in the United States, and a turnover of the order of 165 million dollars. An
important asset of the plaintiffs is the word AMWAY, which I think is an abbrevia
tion of "American Way". The plaintiffs also make use of an emblem or plaque,
which consists of a rectangle, the top third of which shows a map on a blue ground,
the middle third the name AMWAY against a red background, and the lower third
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a white background with a slogan on it which varies from time to time. The map
also is subject to some variation; usually the map is of North America, but some
'times it is of the whole Western Hemisphere. Also the colours of the three parts
of the emblem occasionally are changed.

In September 1970, the American company formed an English company, origin- 5
ally called Amway Limited, the name of which was later changed to Amway (U.K.)
Limited.

In the early part of the year 1972, the second and the third defendants, Mr.
James and Mr. William Carson, decided to venture forth into the direct selling
business in this country. Mr. William Carson went to the United States in order to 10
study direct selling there. In the process he came into contact with a Mrs. Kritzman,
from whom he acquired various literature which was issued by the American
company. This literature he clearly studied with great care, and two months later
registered as a distributor of the American company. He did not, I think, do much
himself in the way of commercial operations in America. He was introduced, while 15
in America, to a person somewhat higher in the hierarchy than Mrs. Kritzman, a
Mr. Karpovich, whom he pumped heavily for information, but I think without
acquiring a great deal.

Mr. William Carson returned to England, having contacted his brother James
and also another brother, Mr. Jon Carson, and the three of them became involved 20
with direct selling in this country. They purchased an existing company off the
shelf and changed its name to Eurway International Limited-an abbreviation of
"European Way", a name which, I would think, was quite clearly inspired by the
name AMWAY. The company had a paid up capital of £25,000. On the 1st July 1972
the defendant company secured offices and a warehouse at Welwyn. 25

Coincidentally, the first plaintiff, the American company, began to organise the
promotion of a direct selling business in the United Kingdom. It searched for
premises; it arranged interviews of prospective senior personnel; and in due course
it acquired a warehouse in this country.

On the 10th August last year the defendant company started its trading opera- 30
tions. The defendant company adopted as an emblem a device to some extent
reminiscent of the American company's emblem. The choice of colouring is much
the same as that normally adopted by the American company, part red, part white
and part blue. There is the same motif of a map, but here more appropriately of
Europe. The outline of the emblem is much different; there is a large red and white 35
arrow, which points outwards on the right hand side. The defendant company has
increased its trading until it markets some 20 separate products.

A month later the plaintiffs learned that a company was operating in England
with a name somewhat similar, as they thought, to their own, but they did not
know the exact name; they thought it was "Yourway". Solicitors were instructed 40
by Mr. Wood on behalf of the plaintiffs to see if they could trace any registration
under that name, either here or in Ireland. He then returned to the United States,
came back two months later, and started up the search again.

His search led him to an address in Welwyn, where in fact Eurway International
Limited operated, but for some reason or other he was not able to run the company 45
to earth. However, finally he did so, and, on the 30th January of this year, a writ
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was issued by the American corporation and its English subsidiary against the
English company and the three Carsons. On the same day a notice of motion was
served, seeking interlocutory relief.

That relief is sought under four headings. The first two headings go to copyright,
5 on the basis that certain of the defendant company's publications are cribs of the

plaintiffs' publications of which the plaintiffs can complain. I am not concerned
with the question of copyright. That has been dealt with by way of interim under
takings pending trial of the action. I am concerned with the other two heads of the
relief. Head (c) seeks to restrain the first defendants by their directors, officers or

] 0 other agents, from passing off their business as and for or being connected with
the business of the plaintiffs by the use of the word EURWAY, either independently
or in combination with a get-up upon literature calculated to lead to the belief
that the same emanates from the plaintiffs or either of them; and head (d) from
using for their own purposes confidential information contained in the plaintiffs'

15 business literature concerning the plaintiffs' business method, including in particular
the information contained in certain specified exhibits.

Counsel addressed me first on the issue of the abuse of confidential information,
and so I will deal with that issue myself first. Broadly, the plaintiffs' claim is that
the information contained in the plaintiffs' literature is information given in

20 confidence for the purpose only of enlightening distributors in the United States
as to the best way of carrying on their direct selling operations, and that the
defendants had no right to make use of that confidential information for an alien
purpose, namely, as a model for their own direct selling operations, as it is said
the defendants have done.

25 I have not been taken through the rival literature of the plaintiffs and the
defendants in any detail; that is mainly, I think, a matter which would have fallen
to be considered if the topic of copyright had been before me. So far as the
plaintiffs can do so, they are restraining a breach of copyright and they have
succeeded in extracting undertakings from the defendants.

30 The plaintiffs seek, however, to go further than that; they say that there is an
area outside the realm of copyright which they cannot adequately protect under
the law of copyright, which nevertheless amounts to confidential information, the
abuse of which they are entitled to restrain. The plaintiffs' counsel asked
forensically this question: whether it was within the law of this country that persons

35 can take the plaintiffs' documents and carefully re-write them for their own ends
in such a way, however, as not to fall foul of the law of copyright, when those
documents had been handed over only for a limited purpose?

Naturally the law of this country will restrain, in proper circumstances, the
wrongful use of information which has been imparted in confidence. This usually

40 arises in the field of the wrongful use of technical information. It was submitted
to me that the information said to be confidential in the present case is not technical
information at all or anything in the way of a trade secret, but know-how, as it is
sometimes called, and that it is not open to a person to restrain the dissemination
by another of mere know-how acquired from the complainant's sources.

45 I was referred by the defendants' counsel to a decision of the Court of Appeal
in Stephenson Jordan & Harrison Ltd. v. MacDonald & Evans [1952] 1 T.L.R.
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101*. I will read a passage from the judgment of Sir Raymond Evershed, M.R.
In that particular case it was sought to restrain the publication of certain lectures
which had been written by the writer when in the employment of a business
management concern, based upon expertise which the writer had there acquired.
The Master of the Rolls said on the point of secret or confidential information: 5

"There is no question here of the disclosure of some particular trade secret
or some mathematical or other formula; nor is it said that any particular page
or chapter of the book taken in isolation betrays any mystery of the plaintiffs'
business. What is said is that the book as a whole, with the several parts linked
together, contains a description as a whole of the plaintiffs' methods, and that 10
this is something new-something which was not known before. It is,· they
say, something which, being known to Mr. Evans-Hemming, was imparted to
him because of his position of trust and responsibility, and was acquired by
him in confidence, so that its disclosure by him is a breach of faith.

There is, so far as counsel have been able to discover, no case corresponding 15
in anything like the material particulars with the present case. But if in fact
and in truth this book did contain a disclosure of information given and
received in confidence, the court, I should assume, might well on principle
restrain an employee from making that disclosure".

Then, after referring to certain material, the Master of the Rolls continued: 20

"I conclude from the evidence, first, that there is no evidence that any
particular material which was given to the servants of the plaintiff company
in the course of their employment was imparted confidentially. What the
servants and officers of the plaintiff company learned they learned as part of
their business experience and in the course of earning their livelihood. Secondly, 25
I think that the most that can be said under this head is that the putting
together and the applying in a particular way of principles which were
generally common to the profession of management engineers is the subject
which is said to be confidential; and that is described by one of the witnesses,
I think not inaptly, by a phrase which has obtained some popularity today- 30
namely, 'know-how'. 'Know-how' seems to me to indicate something essentially
different from secret and confidential information. It indicates the way in
which a skilled man does his job, and is an expression of his individual skill
and experience".

Subject to an immaterial exception, which I need not explain, the attempt to prevent 35
the dissemination of information in that case failed.

I asked the plaintiffs' counsel if he could point in his literature to some particular
piece of information which he said was confidential and which he claimed the
defendants were wrongly using. He told me that he pointed to nothing in issue
here but to the entirety of the plaintiffs' documentary material which is in evidence. 40

It seems tome that a claim for abuse of confidential information cannot really
be dealt with in that way. If I made an order restraining the defendants from using
for their own purposes any of the documentary material contained in the plaintiffs'

* Also reported (1952) 69 R.P.C. 10.
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business literature, but did not identify the particular information that the
defendants are not to impart, they would be placed in a most embarrassing situation.
I do not know how they could decide what business methods, literature and paper
work to avoid using in order to keep clear of contempt of court; and I think that

.5 that is an insuperable difficulty in the plaintiffs' claim under this head. It is really
another facet of the same point that the court cannot protect know-how of this
type-cannot restrain defendants from making use of this type of information
which they have acquired. I am not satisfied that the plaintiffs' literature ever
came into the hands of defendants under any confidential badge; but, even if it

10 had, it seems to me that it is merely know-how which the plaintiffs cannot keep
exclusively to themselves. It is know-how which the law does not protect, and it
is quite impracticable for this court to grant an injunction in the sort of wide general
terms that the plaintiffs seek.

Further, the plaintiff company provided their various distributors with a tape
15 recording, which seems to me to have amounted virtually to an open invitation to

anyone so minded to make such use of the plaintiffs' literature as they may like.
The recording was made by asenior officer-I think the founder of the American
company. It was given to distributors in order that they could play it over to persons
who might become interested in becoming distributors; and it contains certain

20 questions and answers, notably this. The question is :

"Is the Amway Sales and Marketing Plan copyrighted or can just anybody
copy it?"

The answer is :

"Anybody can copy the marketing plan exactly as they have it; all they'
25 have to do is to buy a book and there it is. lit is interesting that of all the people

who have attempted to copy it there have been scores and scores of companies
go into business, almost none of them copy it; they always twist it and bend it
and fracture and turn it into something that is not honest; and when they do
that they win fail. Those that are willing to copy it exactly and operate it

30 exactly I presume would have some degree of chance of success, but it is a
long, hard road and they are not going to become an Amway overnight. It is
not possible to copyright or patent or protect business plans, but there are so
many other built-in protections that it is very difficult for anyone else to come
in and try this".

35 Then later he adds, after referring to some unsuccessful copiers:

"We only wish that they would copy us directly, but they don't; they copy
some things and then they short cut and they have problems".

I would have thought that that was a fairly open invitation to anyone to make use
of the plaintiffs' literature who cared to do so. There may be more argument about

40 that at the hearing; but, as far as interlocutory relief is concerned, I think that it
would be wrong for this court, in the face of that statement, quite apart from other
considerations, to grant the relief which is sought, under the head of abuse of
confidential information.

I turn to the other claim, which is passing off. In order that the plaintiffs may
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be able to restrain passing off, they must have a business reputation in this country
which is entitled to be protected. Some knowledge of the name of the plaintiffs In
this country without any business activities here would quite clearly not be sufficient.
I refer to Alain Bernardin et Cie v. Pavilion Properties [1967] R.P.C. 581. The
headnote reads: 5

"The plaintiffs carried on the business of a place of entertainment in Paris
under the name of 'Crazy Horse Saloon' or 'Crazy Horse'. The defendant
company started a place of entertainment in London under the name of 'Crazy
Horse Saloon'. An advertisement issued by them stated 'Crazy Horse Saloon
comes to London', giving the impression that they were offering the same sort 10
of entertainment as did the plaintiffs. The plaintiffs had since 1951 extensively
publicised their Paris business in the United Kingdom, but they carried on no
activities of any kind here. On the plaintiffs' motion for an interlocutory
injunction to restrain passing off: Held, that a trader cannot acquire good will
in this country for the purposes of a passing off action without user of some 15
sort here. Although in certain cases slight activities might suffice, the mere
dissemination of material advertising the plaintiffs' business activities abroad
could not constitute user in this country sufficient to acquire a reputation in
the sense material for a passing off action, and an interlocutory injunction
could not therefore be granted". 20

I do not think it is necessary for me to refer to any passages in the judgment; they
amply bear out what is stated in the headnote.

So I turn to the question: what is the plaintiffs' reputation or good will in this
country? The answer is contained in two paragraphs of the affidavit of Mr. Wood,
who is vice-president of the American company. In paragraph 4 he says: 25

"The second plaintiffs are a wholly-owned United Kingdom subsidiary of
the first plaintiffs. It was formed under the name 'Amway Limited' in
September 1970 and there had been minor trading activities under the two
'Amway' trade marks (which were registered in the United Kingdom on 11th
November 1969 in the name of the first plaintiffs) since then. In the middle 30
of 1972 the first plaintiffs began actively to organise the promotion of a large
scale United Kingdom business. Their first step was to seek premises for the
United Kingdom company and to arrange to interview senior personnel to run
the United Kingdom company".

In paragraph 7 he says:

"Despite the fact that the first plaintiffs have not heretofore traded to any
large extent in the United Kingdom, I believe that they have some reputation
here. I say that for the following reasons".

35

There are then three reasons set out; the first is that the American company have
over 200,000 distributors in the United States; also a Canadian company with 20,000 40
distributors, and an Australian subsidiary, with 2,000 distributors. He says:

"Many of these distributors have relatives or friends in the United Kingdom
> and have told them what they are doing. Indeed, we have a preliminary list of
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over 500 names of distributors in the United States who wish to appoint their
relatives or friends as distributors here".

The next subparagraph states that the American 'company advertise by means of
full-page advertisements in a number of American magazines, some of which have

5 quite a large United Kingdom circulation. The deponent refers to the National
Geographic Magazine as an example. The third subparagraph states that the
American company has in the United States and Canada a house magazine with a
circulation of over half a million copies a month, in which the proposed opening
of United Kingdom operations was publicised.

10 It appears to me that evidence is totally inadequate to show any world-wide
business activities in this country which the plaintiffs are entitled to protect by
interlocutory injunction.

That really disposes of the claim so far as passing off is concerned. I think, how
ever, that I should add this: that I would in any event have been very diffident

15 about granting any interlocutory relief in this case which would have the consequence
of preventing the defendants from continuing to make use of the word "Eurway"
either alone or in combination with some get-up. The defendants have now traded
for six months; they market 20 different products. I accept, as is stated in evidence
by one of the Carsons, that it would be disruptive of the defendants' business to

20 stop the use of the word EURWAY merely by way of interlocutory relief. I would be
reluctant to do so in favour of a plaintiff who says in evidence that his own business
activities in .this country are slight. It seems to me that, on the balance of
convenience and common sense and justice, it must be right to let the defendants
continue trading as they are now doing until the trial of the action. It is not

25 necessary for me to express any conclusion of my own as to whether there is a
sufficient similarity between the two names and the two emblems as to lead to a
serious risk of confusion.

In the circumstances, I dismiss the motion.
Order accordingly.
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