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following University of Western Australia v Gray?

LYNDEN GRIGGS AND ROHAN PRICE[*]
Abstract

The recent Full Federal Court decision in University of Western Australia v Gray ((2009) [2009]
FCAFC 116; 179 FCR 346) is the most recent episode in an emerging saga concerning the
ownership of an invention made by an academic member of staff whilst in the employment of a
higher education institution. With only two Australian decisions exploring this topic (the other
being Victoria University of Technology v Wilson [2004] VSC 33; (2004) 60 IPR 392) having
divergent results, the purpose of this article is to examine these two cases in the historical
context of an employee’s fiduciary obligations. The answer as to when an employee owes
fiduciary duties sends a very clear message about the nature of the employer/employee
relationship, and fundamentally, the resolution of the cases sends a message to both career
academics and university administrators as to how their affairs need to be structured so as to
maximise the personal interests of each. Moreover, the authors consider that the decision in
University of Western Australia v Gray has the potential to reconfigure the employment
relationship in Australia, most particularly in relation to intellectual property ownership, but
more generally too.
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1. Introduction

Fiduciary duties are said to be concurrent to those expressed or implied into a contract of
employment.! As such, they form part of the general matrix of rights and obligations of
parties to employment. In the course of this article, a very specific illustration of this matrix
will be examined, the extent to which academic employees of a University can be said to be
fiduciaries and owe fiduciary obligations. The answer to this should illuminate the
circumstances in which such an employee will personally own an invention, as against when

the University will own such a discovery. Two decisions on the topic in recent yearsIZl attest
to the increasing commercialisation of universities and a new creed (advisable or otherwise)
within our higher education sector in favour of making the discoveries of academics the
property of universities. Whilst our focus here will be on the university context, to ask about
the nature and extent of fiduciary duties is to ask fundamental questions of each participant
in employment: what can an employer expect of an employee and what can an employee
expect of their employer? With this context in mind, the structure of this article will be as
follows:

First, it will consider the evolution in the case law of fiduciary duties in employment and the
historical status of an employee. It is this examination that raises the context of how the
relationship between the employer and employee directly impacts on what fiduciary duties
are owed;

Flowing from this, a discussion of the duty of trust and confidence will be given, with these
first two sections forming the foundation for the analysis of the two recent decisions;

The final section will then critique these two cases, and explore why in the 2009 case of
University of Western Australia v Grayjil the University was unable to claim ownership,

whereas only five years earlier, in Victoria University v Wilson™ a contrary result was given.
With the Government reported as expressing a view that Gray’s case could have serious

implications for Universities,™ the developments that flow from these decisions may well
significantly affect the academic landscape and, in hindsight, be recognised as a watershed
moment in the understanding of the relationship between the university as employer and
the academic as employee. Critically, it will be concluded that the Full Federal Court’s view
in Gray represents a modern and progressive understanding of the status of the employee. In
contrast, the decision in Victoria University represents a decision based on ancient
paradigms evolving from, and limited by, the law of master and servant.

2. Status and Contract

The existence of fiduciary duties in employment is an inconsistent and frequently surprising
area. Consider Blackstone’s attempt to give employment a doctrinal basis in his
Commentaries. He characterised employment as one of the four ‘great relations in private
life’ along with husband and wife, parent and child and guardian and ward.’®! From this, he
explained that a master has an action against both the servant and his or her new master if
the servant departs service for a new master. However, the justification for this is not that of
the master’s status. Rather than ask a question of status (i.e. ‘how dare you leave someone
who occupies the same relational category as your father?’) he simply says,

the reason and foundation upon which all this doctrine is built, seem to be the
property that every man has in the service of his domestics; acquired by the

contract of hiring, and purchased by giving them wages.”!
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Thus, for Blackstone the right to compensation for the loss of an employee’s services is
founded in property (status) but the mechanism of an employer’s recovery is fundamentally
contractual. That one should make ongoing payments to an employee in the form of wages
for something one already owns is a quirk specific to employment and a contradiction that
drove Blackstone to qualify his proposition with the word ‘seem’. Whether employment is a
predominantly contractual or property based relationship is a question that has been
answered variously by law and equity over the years and as a result, a multitude of devices
have developed to support the rights of employers and employees in specific circumstances.

Doubtless, Blackstone developed his ideas about employment with reference to the early
principle stated by Chief Justice Holt in Hern v Nichols, one of the early vicarious liability
cases:

The merchant was answerable for the deceit of his factor, though not
criminaliter, yet civiliter; for seeing somebody must be a loser by this deceit, it is
more reason that he that employs and puts a trust and confidence in the
deceiver should be a loser, than a stranger.®!

This influenced the way Blackstone recognised status in employment and it has clear
significance for the modern law. He said:

If I pay money to a banker's servant, the banker is answerable for it: if [ pay it to
a clergyman's or a physician's servant, whose usual business it is not to receive
money for his master, and he embezzles it, | must pay it over again. If a steward
lets a lease of a farm, without the owner's knowledge, the owner must stand to
the bargain; for this is the steward's business. A wife, a friend, a relation, that
use to transact business for a man, are quoad hoc his servants; and the principal
must answer for their conduct: for the law implies, that they act under a general
command; and without such a doctrine as this no mutual intercourse between

man and man could subsist with any tolerable convenience.2!

Blackstone says here that there is a first class of servants who have a recognised status as
being able to accept money on behalf of their masters while there is a second class that
payers have no legal right to trust. Blackstone’s insight was to consider the manifest
variability of employees and the functions they play in relation to their employers and third
parties — a variability brought out in the two university cases. Servants in the first class are
akin to family who transact on behalf a master and for whom the master is directly
responsible — this is where Blackstone writes unmistakeably about status. The master of a
servant in the second class is not required to make amends to the payer by accepting that he
has been paid because no relationship of trust can rightly be assumed by the payer between
master and servant such that money could be left with the servant. In this way, Blackstone’s
position is a stepping-stone to the modern law. He said that certain kinds of servants are
fiduciaries or at least occupy a position of special trust, which must be inhabited by the
servant for a third party to have a remedy. As we will see, the modern position is, of course,
that certain aspects of or transactions within all employment relationships can have such a
nature, and the academic relationship is no different. Thus, all employees who steal from

their employer will be regarded, under the modern law as breaching a fiduciary dutylﬂl and
third party transferees of stolen money can be regarded as recipients of trust money and

will be liable to the payer.Iﬁ1 In the context of the present discussion, the critical question is
just when a university employee will occupy that position of special trust that will find that
person liable to the employer for any discoveries or creative output. Is the status of the
employee such that the fiduciary duties include the handing over of what is produced, or has
the status been reduced or ameliorated by the context of the contemporary demands within
higher education?
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Status has on occasion been ignored by the courts in the very moment when it might be
expected to shine. We see this in how the House of Lords handled the misconduct of

employees. In Bell v Lever Brothers Ltd™ it will be recalled that Bell was Chairman of the
Niger Company and negotiated a ‘golden handshake’ agreement with the company. It
transpired that Bell, and the Vice-Chairman, Snelling, had both been trading for their
personal benefit using information that they had come by during the course of their
employment with the Niger Company. The question was whether the golden handshake
agreement was void on the grounds of mutual mistake. This doctrine requires that if both
know the truth, neither would have entered the contract. The case of Bell has been
transposed into a general common law principle regarding employment, namely, that an
employee is not under a general duty to disclose misdeeds to their employer. Lord
Thankerton in Bell noted that Bell and Snelling were not employees and said:

in the absence of fraud ... [ am of the opinion that neither a servant nor a
director of a company is legally bound forthwith to disclose any breach of the
obligations arising out of the relationship so as to give the master or the

company the opportunity of dismissal L

The Lord Justice also added: ‘there may well be cases where the concealment of the
misconduct amounts to a fraud on the master or company ..."*

The English law has displayed, somewhat quixotically in recent times, a status-based
approach to misdeeds of employees when they exhibit a fiduciary character. If a

. : : 1
transgressor is an employee who occupies a senior roleM?!

or is a director of a company[il a positive obligation to disclose a breach of a fiduciary duty

will arise. We see a similar rationale in Australia.*Z Of course in earlier times, a footman as
well as a butler owed a duty of trust and confidence to the master of the household, but the
butler’s was the greater because he had access to his master’s silverware and alcohol. The
issue raised in the two university cases was whether academic seniority equated to a special
duty? The answer must come from factors beyond mere recognition through national and
international peer review, or the capacity to attract outside funding, as a fiduciary duty can
only be found when seniority engenders the sensitivity of a role. This means that there need
be investigation of the particular senior role in question and the question asked: ‘Did this
senior employee owe a duty to this employer because of the especial trust reposed by each
in the other?’ Outside of the university context, Australian courts have tended simply to
consider whether an employee’s conduct was fraudulent (in which case it is serious

misconduct justifying dismissal).lﬁ1 In other cases, courts have expected a higher level of

fealty from employees in sensitive or senior roles," and this can be said to represent the
English position. What will be demonstrated here is that, in the university context, the
examination has become far more subjective. L.e. does the contractual relationship expressly
or impliedly import obligations, and are those obligations, fiduciary in nature? By comparing
Victoria University with Gray, we will see that the earlier case resonated with an appeal to
the master/servant paradigm, and how that status led to the fiduciary obligation being
owed. By contrast, the decision in Gray was argued on a narrow contractual argument, with
this implicitly recognising the more contemporary view of the fluidity within the bargaining

power between the University and the senior high-profile research academic.

3. Duty of Trust and Confidence Imposed on Status

Building on the historical foundation of status is the contractual duty of trust and confidence.
This arises from British case law in the 1970s and is recognised as an implied term. The aims
of equity, properly conceived, have only been tangential to the development of an implied
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contractual duty of trust and confidence: the words ‘trust’ and ‘confidence’ have been
borrowed from the vocabulary of equity but the judicial inquiry has related in the main to
whether breach of an implied term has occurred, not a discussion of a fiduciary duty owed
by one to another. That said, it is nevertheless worth considering as part of the general
matrix of non-statutory employment rights and obligations. Critically, by looking at this from
the perspective of the employer, even though the duty can be considered mutual, gives some
impression as to the current view taken by the Australian courts as to the balance to be
drawn between university employers and academics.

There has been judicial support for the idea that, as a matter of contract law, an employer
will not conduct themselves, without reasonable cause, in a manner likely to damage or
destroy the relationship of confidence and trust between the parties as employer and

employee.lﬁ1 Sims makes it clear that while the duty of trust and confidence draws on
equitable concepts, its development, and legal meaning have not been an extension of

fiduciary duties in employment.IA1 [t is separate and based on an established breach of an
implied contractual term. The law recognises that an employee who can establish breach of
such an implied term is entitled to regard themself as wrongfully dismissed from their
employment. The best explanation of what is encompassed by an implied term of trust and

confidence was given by Justice Olsson in Easling v Mahoney Insurance Brokers Pty Ltd* In
connection with a discussion of constructive dismissal his Honour said:

The authorities establish the concept that there is implied in a contract of
employment a term that the employer will not, without reasonable and proper
cause, conduct itself in a manner calculated or likely to destroy or seriously
damage the relationship of confidence and trust between employer and
employee. An intention to repudiate need not be proved. Rather, it is a matter of
objectively looking at the employer's conduct as a whole and determining
whether its effect, judged reasonably and sensibly, is such that the employee

cannot be expected to put up with it12!

Until Thomson v Orica,** the prevailing Australian view was that the duty of trust and
confidence would not support a remedy for breach of contract because any such common

law right is subsumed under a statutory right to unfair dismissal compensation.lﬁ1 In that
case, Thomson established that Orica had breached a mutual duty of trust and confidence by
giving her tasks and duties of a reduced importance upon her return from maternity leave,
and she successfully argued that Orica’s breach of the implied term resulted in a wrongful
dismissal and damages for breach of the implied term.

Another more recent decision indicates an increasing judicial acceptance that common law
claims have a place and that common law trust and confidence is alive and well as a cause of
action. In fact Russell v Trustees of the Roman Catholic Church for the Archdiocese of Sydney,

[26] suggests that common law causes of action will need to be much more clearly excluded
by legislation for them not to be entertained by a court. In Russell in early 1982 the plaintiff,
it was alleged, walked in on one O’Grady, a fellow employee of the Catholic Church and a
housemate, who was allegedly on the floor in a compromising situation with three boys. It
was further alleged that he left the room with the words, ‘Well, I'll leave you to it’. 0’Grady
was not charged subsequently in relation to the alleged ‘walking in incident’ but of other
incidents of sexual misconduct and was convicted of those. Russell was charged and arrested
but not convicted. In early 2003, he was dismissed from his employment as Director of
Music at St Mary’s Cathedral after an internal church investigation into the misconduct in the
house that he shared with O’Grady. In mid 2004, Russell was re-instated at St Mary’s.
Throughout the period 2002-2004 he was on a pension and he was also paid the income he
would have earned in the period. He was later reinstated by order of the NSW Industrial
Commission.
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Nevertheless, Russell brought a claim that his employer had breached an implied term of
trust and confidence that was independent of his right to bring an action under the NSW
unfair dismissal provision that was then in force. Justice Rothman agreed and found that in
determining a cause for Russell’s termination and purporting to use the investigation as a
means of establishing the truth of that cause, the Church breached its implied duty not to act
in a manner that was calculated and likely to destroy or seriously damage the confidence
and trust of the employment relationship. Russell, however, could not demonstrate damages
in light of the previous payments and reinstatement.

An English court has said that an employer has a legally recognised duty to be ‘good and

considerate’®? but as a widely recognised implied term, this has had a chequered history. It
also remains open whether or not there is recognised in Australia a mutual duty of trust and

confidence.22
In a recent decision of the Supreme Court of NSW in Heptonstall v Gaskin (No ZJ,I&1 Justice

Hoeben expressed the view that there had been less need to develop a duty of trust and
confidence in Australia because cases such as Tame v Annetts=% and Gifford v Strang Patrick
Stevedoringli1 had, unlike similar cases in the UK, recognised that an employer’s duty of care
extended more widely than in the United Kingdom.lﬁ1

4. Duty of Trust and Confidence Distinguished From Fiduciary Duties

Building upon this notion of trust and confidence, which is not of itself fiduciary,?% the
English Court of Chancery develop the notion of the fiduciary duty — the original cases were
based on an abuse of confidence. Courts would intervene where the person occupying trust
and confidence took an advantage of their position — the term fiduciary deriving from the

Latin ‘fiducia’, meaning trust. 24 Depending on the context of the facts, the trust inherent
between the employer and employee has led to the accepted recognition of a fiduciary

relationship in certain contexts.®> The courts have identified a number of duty incidents
specific to the employment relationship:

e to be faithful in service;Iil

e to attend as required;[ﬂl

. . 1 . [38
¢ to not misuse confidential 1nformat10n;l—1

« to not engage in misconduct; 139

« to act in the employer’s best interests; %

e to work with reasonable care and skill;[ﬂl

* to obey lawful demands;lﬂl and, critically, in the present context,

e to hold inventions made during employment on trust for the employer.Iﬂl

For example, in the specific context of inventions, and in an English case of some note,
University of Nottingham v Fishel*® Justice Elias was required to rule on whether an
embryologist employed by the university but working in private clinics abroad and directing
colleagues in such work had breached a fiduciary duty owed to the university. His Honour

found that Dr Fishel was in conflict with his duty to act for the university in respect of
directing the work of employees of the clinic. In so finding, however, Justice Elias noted that:
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‘it is important to recognise that the mere fact that Dr Hershal is an employee does not mean
that he owes ... fiduciary duties.!

Thus, whilst the relationship may be fiduciary, it is a common misconception to think that
because the law recognises a relationship as fiduciary, this acts as a touchstone to make
everything — every incident in that relationship — fiduciary in nature. University of Western
Australia v Gray ruled that this is not so and that the nature of the individual relationship is
critically important. The general equitable rule that employees must not deal for themselves
with a view to making a personal profit arises due to the equitable duty. [t may and does
arise within the context of employment, but not every employment relationship. It is a duty
among many in employment and each employment is a world unto itself. Sir Robert Megarry
VC made a similar point when he said in Tito v Waddell (No 2): ‘Equity bases its rules about
self-dealing upon some pre-existing duty that subjects the self-dealer to the consequences of

the self-dealing rules.’™® This makes the equitable duty to not self-deal a clear and knowable
duty which, when breached, is as wrong to equity if it is breached by a solicitor acting for
trustee™Z or a guardian for a ward”® or indeed an employee acting for employer. Thus, in

the particular context of university employment, it was observed by Reid that:

Judges must therefore be cautious, when determining whether a fiduciary
relationship exists in a particular case, as to whether the academic's status as
'professional employee' in fact reflects the reality of his or her relationship with
the university. If a fiduciary relationship does exist, judges must be cognisant of
the fact that not every opportunity that is exploited by an academic will be the
subject of a fiduciary duty, even where the academic is working within his or

her field of endeavour.*%

Therefore, what are the key factors that see the employment relationship evolving from one
of status to a duty of trust and confidence to one where fiduciary obligations are owed?
What are the elements in the university relationship that will see consummation of that, or
conversely, a failure of fulfilment?

The issue is one of degree, involving inquiry into whether the relationship in
question needs protection exceeding that prescribed by the terms of the
employment contract. So ultimately employees owe fiduciary duties to their
employer if the nature of the relationship demands a standard of loyalty

exceeding the duty of fidelity prescribed by the contract>%

Orthodox examples are easy to identify. An employee is not permitted to use the employer’s

material to build a private residence, ! nor can employees contracted to produce specific

property leave their employment and retain that property for themselves.2Z In resolving
arguments on these scenarios, two competing principles come to the fore — one, is the right
of the employee to spend her or his leisure time as he or she sees fit, with this including
profit making endeavours, as against the notion that the employee must act in the best
interests of the employer. And, whilst there is no doubt that a person employed to invent or
design using the resources provided by the employer will hold that invention on trust for the
employer,3 ultimately the question in the university context is what is the specific content
of the fiduciary obligation vis-a-vis employee to employer, not simply whether there is a

fiduciary duty.[ﬁ1

5. Victoria University of Technology v Wilson™2!

In this case, two academics from Victoria University of Technology created a patentable
invention that would allow an electronic form of global trading. A person outside of the
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University — but who knew of the academics from their association with the institution —
approached them about the idea. The academics then gained the assistance of a former
student to assist with the creation, and it was these three people, and the associated
corporate entities established to exploit the invention that were sued by the University. It
can be noted that the University became aware of the invention after another academic came
across the relevant website and broadcast on the University’s intranet site an email
questioning how this work was consistent with the academic’s role within the institution.>®
Victoria University of Technology alleged that the opportunity to create the patentable
invention arose out of the academic’s role within the University, and that the two academics
and the enlisted assistance held the benefits of the invention on trust for it. The University

asserted a number of grounds:

First, that the intellectual property policy of the University created an implied term that all
inventions created by academics would belong to the University;

Second, irrespective of the intellectual property policy, there was an implied term in the
contracts of service that employees would not enrich themselves at the expense of the
University; and

Third, and most critically for our discussion here, that the academics owed fiduciary duties
of loyalty, and this had been breached by misappropriating the opportunity, to the detriment

of the University.22

The University did not succeed on the first ground. The IP policy of the University had not
been appropriately disseminated to the employee’s knowledge and for this reason, could not
be considered to be part of the employee’s individual contract. Similarly, the second ground
was not available to Victoria University. Whilst the employees were engaged to undertake
research in the field of social science, the development of this particular program fell outside
what could be considered their normal duties.

However, the University succeeded on the third ground. Nettle ] began by noting that the
extent of the academics fiduciary duty depended very much on context. A lowly skilled
labourer would rarely have restrictions placed on what he or she could do outside of their
work hours, whereas by contrast, the chief executive officer of a major publicly listed
company could reasonably expect to have very significant limitations on what he or she

could do in their free time.2& His Honour summarised:

Some employees, particularly senior employees, do owe fiduciary duties to their
employers. But others do not. The scope of an employee’s fiduciary duties to the
employer depends as much as anything upon the nature and terms of the
employment. “The fiduciary relationship, if it is to exist at all, must
accommodate itself to the terms of the contract so that it is consistent with and
conforms to them. The fiduciary relationship cannot be superimposed upon the
contract in such a way as to alter the operation which the contract was intended

. . . 59
to have according to its true construction.”

With this statement of the law, which is uncontroversial, the application becomes critical.
What is the modern role and status of an academic? Where on that continuum from manual
labour to highly paid CEO, does the academic sit? In comments that will resonate with the
college, Nettle ] noted that the work of senior academics is the very antithesis of a nine to

five existence.”2 Much work, and significant amounts of research will be undertaken off
campus and outside of normal working hours. But as the judge notes:

Yet, in those respects the demands imposed upon senior academics are not
dissimilar to the sorts of demands which operate in a number of professions.
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And these days it is difficult to think of many professions in which it would be
conceived that a salaried employee is necessarily precluded from undertaking

paid work outside ordinary hours for someone other than their employer.Lﬂl

After this recognition of the academic’s life, Nettle ] considers the modern university, with its
far greater reliance on casual staff and the inevitable politicisation and commercialisation
that has occurred.’ Business practices are now the norm, the structures designed, at least
in theory, to achieve the commodification of education, rather than an investment in
learning. This leads to a diminution in the standards of loyalty and service expected from the
employee.Lﬁ1 Nevertheless, professional employees do owe fiduciary obligations, and are not
entitled to personally profit from their position, and should eschew any conflict between
interest and duty.[&1

Given this background, was there a breach? The answer given was yes. Five points were
critical to that finding:m—51

» The opportunity came to their attention in their capacity as an academic;

« [t was an opportunity that could have been exploited by the university — it was in
its field of expertise;

« [nitial work was begun whilst the academics were university employees;

By deciding to exploit the opportunity themselves, they took something which
belonged to the university; and

« Consistent with fiduciary obligations, honesty, or knowledge of breach was
irrelevant. !

The decision, we would respectfully suggest, is wrong. Whilst one may look at this case and
consider it an orthodox application of fiduciary principles, the suggestion is that the result
equates the fiduciary obligations of the employee with that of other recognised fiduciary
obligations — as lawyer and client, company and director, and trustee and beneficiary. Like
Riley,Iﬂl we do not suggest that Nettle ] ‘reached an unpredictable or unprincipled decision.’
However, the result was that the contractual obligations owed by the academic Wilson (and
others) were supplemented by the ephemeral notion of the fiduciary obligation, with this
implying the status enjoyed historically by the master in relation to the servant. Today, in
contemporary academia, a view that the employer is the master, and the employee a servant
working and being directed at the behest of their master, is manifestly inaccurate. Whilst the
opportunity came to Wilson by reason of his connection to Victoria University, the
development and wealth generation that flowed was not incidental to his occupation as an
academic. There is much in the misreading of an academic’s role in Victoria University that
would lead us, however unsatisfactorily, to the conclusion that an academic shares more in
common with an independent contractor than an employee. However, the authors’
observation in disagreeing with this is that seldom does a contractor on a building site or a
consultant working from home strive after tenure as assiduously as a junior academic does.

6. University of Western Australia v Gray'®®!

For present purposes, the prolix facts need only be summarised:

e From 1985 to 1997, Gray was employed by the University on a full-time basis to
teach and research;

¢ In 1997, his employment was altered to a 30% fractional appointment;
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« His main area of expertise was in research into liver cancer and certain inventions
were discovered relating to this;

e In the late 1990’s, the University of Western Australia became aware of the
possibility of commercialisation of the technologies; and

* By 2000, Dr Gray was a director of a public listed company that had acquired the
intellectual property rights arising out of the inventions.

Despite the University of Western Australia initially recognising that it would be difficult to

establish any interest in the intellectual property rights due to the ‘messy lineage'}@1 a
decision was made to litigate after the receipt of external and independent legal advice that
there were a number of viable causes of action.

6.1 The Decision of the Trial Judge, French JZ%

In a trial that lasted 50 days, containing more than one thousand documentary exhibits, and
4586 pages of transcript, ultimately it was held that Gray was not liable to the University. It
could not be established, no doubt partly due to the ‘messy lineage’ that the inventions were
made during the course of employment with the University, and absent any express
agreement, any inventions made by academic staff belonged to the academics as inventors.
71 0n the specific issue of fiduciary obligationslﬁ1 (contained within a lengthy judgement of
some 1619 paragraphs), French ] began his analysis by accepting and reiterating the points
made by Nettle ] in Victorian University of Technology v Wilson about the contemporary role

of academics.”2! The position has changed, and subject to an employee avoiding any conflict
of interest, the academic is entitled to pursue paid work outside of university hours,
provided that it does not interfere with their work role within the university.lﬂ1 However,
this case was significantly different in one regard. In Victoria University, the academics had
not been engaged to undertake the kind of work that would lead to a patentable invention —
it was that the conduct of the academics and the choices they made that led to the breach of

fiduciary duties.Z! By contrast, the scenario in University of Western Australia v Gray (No
20), involved academics who were directly engaged to undertake research that could lead to
patentable inventions. French ] comments:

[Victoria University v Wilson] left open the question whether academic staff of
the university engaged to carry out research which could result in patentable
inventions as a general proposition hold the rights to such inventions or

whether the university would be entitled to those rights.{E1

With no direct precedent to apply, his Honour began by considering the commentary of

Monotti and Ricketson” who speculated that different principles might apply in the
university setting due to the ‘notion of academic freedom, shared ownership and free

exchange of research results. ! For these reasons, which French ] considered to be critical,

mandated a different approach to universities as against an industrial setting.[ﬂ1 Intriguingly
therefore, we have, in both Victoria University and in University of Western Australia, the
recognition that the life of the academic has become far more influenced by general notions
of the professional public service and ‘normal’ business and commercial paradigms.
However, the differences that remain within the education sector still demand an analysis
that appreciates those fundamental freedoms that academics inherently cherish, including
the capacity to create without interference or direction. For this reason, a person engaged to
carry out research that may lead to invention may well be considered to have a duty to
research, but not necessarily to invent.
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[TThe question whether or not to invent will be a matter of choice. Given the
nature of universities and the public purposes served by such as UWA, there is
no basis for implying into the contracts of employment of its academic staff a
duty not to disclose the results of research even if such disclosure could destroy
the patentability of an invention. Absent such a duty and given a choice to invent
or not invent, it is difficult to see upon what basis there can be a presumption
that a term will be implied as a matter of law that the university has an
entitlement to take the inventor’s property rights in relation to the invention.2%
Accordingly, absent any term in a contract, there was no general proposition that
universities will be entitled to the rights of inventions developed by staff in the course of

research.® No breach of fiduciary duty was established.

6.2 The Decision of the Full Federal Court®Z

The Court dismissed the appeal by the University albeit on a rather narrow ground. The
unanimous view of the Court was that Dr Gray did not have any duty to invent, that no
implied term could be incorporated into his employment contract and given this, and in
distinguishing Victoria University v Wilson, no fiduciary duty could be found to exist. Two
reasons led to this conclusion. First, a distinction could be drawn between the university as
an employer and another employer. ‘To define the relationship of an academic staff member
with a university simply in terms of a contract of employment is to ignore a distinctive

dimension of that relationship.’@1 The commercial activities of the University had not
replaced its traditional role as a public institution of higher education. Dr Gray was not

required to advance a commercial purpose in undertaking research.®* Furthermore, there
was the distinctiveness of academic employment and the freedom an academic has in
choosing the line of research and publishing as they see fit — this sitting uneasily with the
requirement to maintain secrecy surrounding any confidential information obtained

v186] Any
871

through the position.lg—51 ‘[Dr. Gray] was not constrained by a secrecy obligation.
remedy to this required legislative intervention or express contractual arrangements.

Having found no implied duty to invent, the fiduciary argument was dismissed quickly.
Unlike Victoria University, this was not a case of misappropriated opportunities, and if no
implied term existed to allow the property in the inventions to belong to the University, no
fiduciary obligation could be maintained.®® Little assistance could be obtained from that
decision, though the Court was clear in stating that it was not necessary to consider the

judgement of Nettle ] in Victoria University.lﬂ1

We suggest however, that there is a more fundamental reason for the divergence between
the cases. The judgment of Nettle ] implicitly harks to the ancient paradigm of master and
servant in finding that the employee was a servant entrusted with the inventions they made
whilst employed. This is rooted in the ancient trade protection of the guild system: a
journeyman was restrained from setting up his own business, be it in book-binding or
tailoring, until he had been conferred with the status of master himself. As noted by the Full
Federal Court,

The fundamental idea said to inform when and why an employee’s trusteeship
of an invention arises is not hard to find and is deeply rooted in the general
character of what in times past was described as the master-servant

relationship.ml

A contemporary view of labour and capital, an understanding of the distinctiveness of
university employment all lead to the recognition that the status that once held the
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employee as a fiduciary is now modified in light of the custom, employment practices and
inherent values promoted by a particular role. All of these factors negatived any view that Dr
Gray should be required to account. The decision also should give some heart to many an
employee who wearies of a ‘credit rustling’ boss. The conception of employment as a kind of
hierarchical stasis, which gives an employer unfettered right to appropriate good ideas, is
fast falling out of favour in the courts.

7. Conclusion

The status and role of the employee has changed, and with that the response of the law.
However, and despite the evolutionary approach taken to the discussion in this paper, there
is no doubt the status of the parties, the implied duties of good faith by an employer to an
employee and the fiduciary duty owed by an employee to the employer all work together to
fulfil the standards and precepts of the employment relationship. In the context of an
employee’s conduct rivalling that of the employer, equity steps in and finds the existence of
an equitable duty to not self-deal; by protecting an employer’s property equity maintains the

asymmetry of the relationship overall. In Victoria University v Wilson,”" the Supreme Court
of Victoria held that the employee had made a choice to take an opportunity presented to
him in his capacity as an academic and exploit that for his own benefit. By contrast, the

finding in University of Western Australia v GrayIﬂl was that an employee could hold a
property interest in an invention developed on their employer’s time in circumstances
where they were not employed to invent. Professor Gray’s conduct did not fall within the
rule against self-dealing and no special trust was found to exist such that would bind him as
a fiduciary. The practical significance of this cannot be underestimated. In both cases, it was
recognised that no longer could universities expect employees to be solely devoted 24/7 to
their obligations as an academic. The relationship was more akin to that of the professional
public service. Whereas the fiduciary obligation undoubtedly exists, the content of the
fiduciary duties will undoubtedly be fact specific. On one level the relationship between
employer and employee is more horizontally based — the employer is subject to an implied
term that he, she, or it does not destroy the substratum of trust and confidence. Yet, at
another level, the latter decision of University of Western Australia provides a vertical
component to this union. With universities no longer privileged employers and staff no
longer enjoying luxurious self-indulgence as to what they research and where they publish,
and with terms and conditions largely indistinguishable from other public sector employers,
and workload allocation and performance management providing a more directed, if not
feudal workplace, employers have gained greater capacity to direct, but only in the context
of specific hours and tasks as outlined in the contract of employment. Employers, be they
universities or research companies, should feel more vulnerable as the result of the holding
in the case. However, the result is not one-sided. The message it sends is clear. Just as parties
can effectively oust a fiduciary relationship with a contract, an employer can just as surely
assuage their vulnerability to an incidentally inventive employee by including the rights of a
fiduciary nature with clear words into a comprehensive contract of service.
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