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In November of 2005, the Supreme Court of considered whether the well known Lego 

Group of Companies (“Lego”) manufacturer children’s building blocks under the LEGO 

trade-mark could successfully maintain a passing off action against a rival competitor, 

Ritvik Holdings Inc., (“Ritvik”) the maker of product blocks called the MICRO line of 

children’s building blocks.1

 

Lego alleged that Ritvik had directed public attention to its wares in such a way, as to 

cause, or to be likely to cause, confusion in Canada, between its wares and the wares 

of Lego pursuant to section 7(b) of the Trade-marks Act.2 The passing off related to 

Ritvik’s adoption, and alleged extensive use in promoting and marketing of the MICRO 

line of what Lego referred to as the LEGO Indicia trade-mark, or “LEGO Indicia”.  The 

LEGO Indicia was described as the upper surface of the well-known LEGO toy building 

block in its most well-known configuration - eight (8) protuberances or studs on the 

surface.  Essentially, a 2 x 4 configuration on LEGO block of the studs in two mutually 

“orthogonal” rows and columns, each of four studs. 

 

Judicial History of the Case 

 

The Federal Court Trial Division3 dismissed Lego’s action stating that the rule of 

functionality (discussed below) applied equally to registered and unregistered marks.  

The trial judge, Justice Gibson, had held that while this conclusion was dispositive of the 

claim, he found that Lego had acquired considerable goodwill in the configuration of its 

bricks and that there was a likelihood of confusion between the LEGO bricks and the 

MICRO blocks.    Having found that goodwill existed, Mr. Justice Gibson was able to 

conclude that there was a likelihood of confusion and actual confusion, in the 

marketplace between the MICRO blocks and the LEGO blocks based on the LEGO 

                                                           
1 [2005] S.C.J. No. 66. 
 
2 R.S.C. 1985, c. T-13. 
3 (2002) 220 F.T.R. 161. 
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Indicia.  However, Mr. Justice Gibson held that, notwithstanding that confusion in 

Canadian construction toy market, he concluded that it was not a deliberate strategy 

and that the plaintiffs had failed to establish that the confusion in the marketplace was 

the result of a “misrepresentation” by Ritvik.  Why Mr. Justice Gibson felt that there was 

no misrepresentation by Ritvik is summarized in the following quote: 

 

I further conclude that, to a very real extend, the LEGO Group is the 
author of its own misfortune in the Canadian marketplace in relation to the 
LEGO Indicia.  Its marketing strategies and practices have been so good 
that it has left little room, if any for a competitor such as Ritvik, adopting 
the purely utilitarian or functional features of the LEGO brick, and 
particularly the LEGO Indicia, a “table-stakes” feature in the words of Dr. 
Larry Light, to distinguish its MICRO MEGA BLOKS from LEGO’s 
construction bricks, notwithstanding that Ritvik has consistently inscribed 
on its line of MICRO MEGAL BLOKS the designation MEGA BLOKS. 
 
In summary then, I conclude that the Plaintiffs have failed to meet the 
onus on them to establish deception of the public by Ritvik due to a 
misrepresentation on its part.   
 

The Federal Court of Appeal4, with a dissenting opinion5, dismissed the appeal by 

stating that the doctrine of functionality applied to all trade-marks, whether registered or 

unregistered and the distinguishing guise of the so-called “LEGO indicia” was purely 

functional.  Therefore it could not be used as the foundation for a passing off claim 

under section 7(b) of the Trade-marks Act.  After leave to the Supreme Court of Canada 

was granted, Ritvik raised the constitutionality of s. 7(b) of the Trade-marks Act arguing 

that this provision exceeded the legislative authority of Parliament.   

 

Factual Background 

 

Lego alleged that since 1991 Ritvik had sold building bricks which mimicked the LEGO 

Indicia.  Ritvik described its products as MEGA BLOKS, MEGA BLOKS +, MEGA WEE 
                                                           
4 [2004] 2 F.C.R. 2415.  
 
5 Pellitier JA disagreed and would have allowed the appeal and the action.  He agreed that the LEGO 
mark was primarily functional; it could be a basis for a passing off action.  He also held that the elements 
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BLOKS, and MICRO MEGA BLOKS and MICRO MEGA BLOKS, and used words on 

packages which resembled those used by the plaintiff to sell toys, namely building 

bricks and other parts, to which the LEGO Indicia had been applied. 

 

Lego’s toy business was founded in 1932 in Denmark and initially used self locking toys 

or bricks that were manufactured in the United Kingdom under a license to Lego.  In 

1949 Lego first ventured into plastic toys and more particularly into plastic building 

bricks and the first generation were derived from the KIDDICRAFT bricks, Lego 

eventually acquired intellectual property underlaying the KIDDICRAFT bricks. 

The second generation of LEGO bricks was introduced in 1954 and the third and 

current generation of LEGO bricks went into production in 1957 and exhibited, for the 

first time, the invention of the first LEGO basic Canadian patent and the tubes exhibited 

on the underside of LEGO bricks that enhanced the “clutch power” of LEGO bricks. 

 

The LEGO bricks had been marketed in Canada since as early as 1961.  The evidence 

showed that the upper surface of the LEGO bricks had remained as an unmodified, 

prominent feature of all LEGO bricks since 1949.  From 1958 onwards, the Trade-mark 

“LEGO” had been inscribed on the top surface of each stud.  The studs and their pattern 

were widely featured in the Canadian promotional materials including television 

advertisements, point-of sale materials and packaging.   

 

The evidence also revealed that the LEGO group had been very aggressive in 

protecting and defending its “goodwill”, including “goodwill” based on the configuration 

of its products.  However, there was no evidence that the LEGO Indicia had been 

identified on packaging or promotional material in Canada, but Lego nonetheless 

claimed the element as part of the “goodwill” of Lego.   

 

                                                                                                                                                                                           
of the passing off action had been made out and that while no deliberate strategy to deceive had been 
established, confusion in the market between the rival products had been proved. 
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Ritvik was founded in 1967 and was initially a distributor of toys manufactured by 

others.  In the mid-1970's Ritvik began manufacturing its own line of injection molded 

pre-school-age toys including ride-on or -in products and plastic furniture. 

 

In the early 1980's, Ritvik began to focus on its own product line to gain greater control 

of its own destiny.  Building blocks were chosen as a focus category, commencing with 

blocks directed to pre-school children.  Ritivik decided to pursue those children, or more 

accurately their parents on behalf of those children, as the children grew up.   

 

By the early 1990's, Ritvik introduced its line of MICRO MEGA BLOKS derived from 

LEGO blocks and TYCO blocks.  TYCO building blocks were also derived from LEGO 

building blocks and were also marketed extensively in the United States and in Canada.  

TYCO withdrew from the building block market at approximately the same time as Ritvik 

introduced its MICRO line of building blocks. Ritvik’s MICRO line of building blocks now 

represents approximately one-half of Ritvik’s world wide sales.  In 2001, Ritvik marketed 

its toy products into more than 100 countries and was the largest toy maker in Canada 

both in terms of its number of employees and its volumes of sales. 

 

The Doctrine of Functionality 

 

The Supreme Court of Canada considered whether the doctrine of functionality applied 

to both registered and unregistered trade-marks.  It also reviewed whether an 

unregistered functional trade-mark could form the basis of a passing off action.   

 

When the Lego patent over the Lego blocks expired, that technology became part of the 

public domain.  The Lego mark, whether on the product or its packaging or its 

advertising remained protected but the monopoly on the wares was over.  That 

monopoly had been key to building up and preserving Lego’s market share and Lego 

employed a number of different means to protect that monopoly, including the assertion 

of a trade-mark.   
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As outlined above, the trade-mark was did not consist of a name, drawing or particular 

get-up of the product.  The so-called distinguishing guise consisted solely of the 

technical or functional characteristics formerly protected by Lego’s patents.  Lego was 

unsuccessful in its attempt to register the Lego indica trade-mark under the Trade-

marks Act; however, it attempted to use its unregistered mark and attribute that mark to 

the particular look of its product. 

 

The trial judge found that the Lego indicia, and the asserted unregistered mark, were 

purely functional.  He found that the mark was the product.  Those findings were 

accepted by the Federal Court of Appeal and were not challenged in the Supreme Court 

of Canada.  These findings raised the issue of the application of the doctrine of 

functionality, a doctrine which barred the claim of infringement under section 7(b) of the 

Trade-marks Act in view of the trial judge and the majority of the Court of Appeal.   

 

The Supreme Court held that the doctrine of functionality is a logical principle of trade-

mark law.  It reflects the purpose of a trade-mark, which is the protection of the 

distinctiveness of the product, not of a monopoly on the product.  The Trade-marks Act 

explicitly adopts that doctrine when it provides at section 13(2) that the registration of a 

mark will not interfere with the use of the utilitarian features that it may incorporate.  The 

Trade-marks Act clearly recognized that it does not protect the utilitarian features of a 

distinguishing guise.  The doctrine recognizes that trade-mark law is not intended to 

prevent the competitive use of the utilitarian feature of products but that it fulfills a 

source-distinguishing function.  This doctrine of functionality goes to the essence of 

what is a trade-mark.  The court found that the doctrine of functionality is a well-

established principal of Canadian law of trade-marks: 

 

The law appears to be well settled that if what is sought to 
be registered as a trade-mark has a functional use or 
characteristic, it cannot be the subject of a trade-mark6.   

 

                                                           
6 At para. 45 SCC. 
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The court also noted that the doctrine of functionality was consistent with legislative and 

jurisprudential developments in other countries, such as the United States and Europe.  

In fact, one of the Lego Group of companies had registered its indicia as a community 

trade-mark under European law. A subsequent application for cancellation by Ritvik was 

upheld and the mark was voided.   

 

At the root of the functionality principle in lies a concern with avoiding monopoly rights 

on the products themselves and thereby impeding competition between wares sharing 

the same technical characteristics.  The Supreme Court of Canada noted that both the 

courts in England and France had come to the same conclusion.  Lego did not 

challenge the application of the functionality doctrine to registered trade-marks before 

the Supreme Court; however, it raised an additional argument.  It submitted that the 

doctrine of functionality did not apply to unregistered marks.  In its view, such a mark 

does not grant its holder monopoly rights but solely the right to be protected against 

confusion as to the source of the product.  In this fashion, Lego sought to limit the 

application of the functionality principle to registered trade-marks.  Lego Group further 

argued that this right could be enforced against competitors causing confusion in the 

marketplace under s. 7(b) of the Trade-marks Act and by the tort of passing off.   

 

The Supreme Court of Canada adopted the majority decision in the Federal Court of 

Appeal holding that registration does not change the nature of the mark - it grants more 

effective rights against third parties.  Nevertheless, registered or not, marks share 

common legal attributes and grant exclusive rights to the use of a distinctive designation 

or guise.  The court further held that the Trade-marks Act, by allowing for the 

assignment of unregistered trademarks, recognizes the existence of goodwill created by 

these marks as well as the property interests in them.  Essentially, registration just 

facilitates proof of title.  The Supreme Court of Canada adopted Sexton J.A.’s analysis 

of the purpose of section 13(2). Sexton J.A. stated as follows: 

Indeed, in my view, subsection 13(2) reinforces the concept 
that the doctrine of functionality invalidates a mark which is 
primarily functional.  It makes clear that the public is not 
constrained from using any utilitarian features of a 
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distinguishing guise.  It follows that if a distinguishing guise is 
wholly or primarily functional, then the public is not 
constrained from using the distinguishing guise in its entirety.  
Thus a distinguishing guise which is primarily functional 
provides no rights to exclusive use and hence no trade-mark 
protection.  In other words, the fact that the distinguishing 
guise is primarily functional means that it cannot be a trade-
mark.  The appellants have simply misconstrued subsection 
13(2)7.   

 

The Supreme Court of Canada concluded that Lego Group was complaining about the 

existence of competition based on a product which was now in the public domain.  The 

respondent would have to actively disclaim that it manufactures and sells Lego bricks 

and that its wares are Lego toys.  The Supreme Court concluded as follows: 

 

The fact is, though, is that the monopoly on the bricks is 
over, and MEGA BLOKs and Lego bricks may be 
interchangeable in the bins of the playrooms of the nation – 
dragons, castles and knights may be designed with them 
without any distinction.  The marketing operations of Ritvik 
are legitimate and may not be challenged under section 
7(b)8. 

 

The Doctrine of Passing Off in Canadian Law 

 

While it was held that the functionality issue was enough to dismiss the claim, the 

Supreme Court of Canada thought it necessary to provided a short review of the 

jurisprudence given that the doctrine appeared to give rise to controversy given 

disagreements in the case law about the components of the tort.  The Court provided a 

short review of the cases to shed more light on the contents of the doctrine.  The Court 

noted that the House of Lords has applied to different but related classifications in order 

to determine the conditions of liability to found the tort.  In Erven Warnink B.V. v. J. 

                                                           
7 At para. 30 SCC. 
 
8 At para. 62 SCC. 
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Townsend & Sons (Hull) Ltd.9  Lord Diplock identified five elements which are 

necessary to create a valid cause of action: 

 1. a misrepresentation; 

 2. made by a trader in the course of trade; 

 3. to his customers or to the ultimate consumers of his product; 

4. which may in a reasonable foreseeable way, injure the business or 

goodwill of a competitor; and 

5. which causes actual damage. 
 

A few years later, Lord Oliver in Reckitt & Colman Products Ltd. v. Borden Inc.10 

reduced the test to three components: 

1. goodwill; 

2. deception; and  

3. damage. 

 
The Supreme Court of Canada adopted the tripartite classification in Ciba–Geigy 

Canada Ltd. v. Apotex Inc.11  There Justice Gonthier reviewed the earlier jurisprudence 

and stated that claimants had to establish three elements in order to succeed in a 

passing-off action: 

 

The three necessary components of a passing-off action are 
thus:  the existence of goodwill, deception of the public due 
to a misrepresentation and actual or potential damage to the 
plaintiff. 

 

The court said that for the first component, the claimant must establish goodwill in 

respect of the distinctiveness of the product.  In other words, evidence of goodwill in the 

nature of the guises, get-ups, names and symbols which identify the distinctiveness of 

the source of the product but not the goodwill attaching solely to the technical processes 

which create the product.  At paragraph 68 of the decision, the Supreme Court held that 
                                                           
9 [1979] A.C. 731. 
 
10 [1990] 1 All E.R. 873. 
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the second component is the misrepresentation that creates confusion in the public 

realm.  A misrepresentation may be willful and may thus mean the same thing as deceit.  

The Supreme Court went on to say that in this respect, the trial judge’s interpretation of 

this component was too narrow and not consistent with the jurisprudence of the 

Supreme Court or the modern developments of the law of passing-off.  It is unfortunate 

that the court chose not to elaborate on this area of the law, as it is one of the more 

difficult issues in assessing whether misrepresentation has occurred. 

 

The Supreme Court did conclude that the passing-off action by Lego was bound to fail.  

It could not meet the first condition of the action, namely that there had been goodwill in 

respect of the distinctness of the product.  That followed from the fact that the alleged 

distinctiveness of the product consisted precisely of the process and techniques which 

were now common to the trade.  So again Lego could not overcome another form of 

functionality problem.  Granting a claim in these circumstances would amount to 

recreating a monopoly contrary to the basic policies of law and legal principles 

respecting intellectual property in Canada. In other words, since Lego no longer enjoyed 

patent protection for its product, Lego was no longer entitled to protection against 

competition in respect of its product and must now face the rigors of the market place. 

                                                                                                                                                                                           
11 (1992) 44 C.P.R. (3d) 289.   


