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I. Agenda

A. Optional Topics

1. Comparative Advertising

2. Secondary Liability

3. Keyword-triggered Advertising

B. About the Final Exam

C. Review Questions

II. Comparative Advertising: Reference for Comparison or Contrast

A. Valid knock-offs

1. In the absence of patent, copyright or trade dress protection, a competitor has the right to copy a product

2. Can the competitor refer to the “original” it has knocked off?

3. How far can it go in comparing and contrasting the products?

B. Smith v. Chanel  (p557) 

1. Claim: “Second Chance” is a perfect copy of “Chanel #5”

2. Held: entitled to say so, as long as:

a) Ad makes no misrepresentations; and

b) Ad does not create a reasonable likelihood that purchasers will be confused as to source, identity or sponsorship

3. Scope of protection for a mark —

a) Plaintiff: should include the good will built up through skillful and costly advertising

b) Court: limited to identification of source or sponsorship to allow for competition, citing public policy concerns

(1) Allowing brand loyalty to override quality and price considerations causes inefficient resource allocation — wow!

(2) Right to copy is meaningless if consumers can’t be told the goods are equivalent

c) What about “free riding”? Court:

(1) Serves the public interest by making available comparable goods at lower prices

(2) Reference need not affect the mark owner’s reputation, if source confusion is avoided

(3) Little risk of genericizing the referenced mark through this kind of use

C. More perfume battles  (p561) 

1. If you like X (by A) you’ll love Y (by B)

a) Does this approach adequately inform the reader that there is no relationship?

b) OK: OBSESSION vs. CONFESS (8th Cir.) — clearly an “imposter”
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c) Not OK: OPIUM vs. OMNI (2nd Cir.) — even with a detailed “by” and a disclaimer immediately following; marks and dress similar, evidence of actual confusion

d) OK: Tommy Hilfiger v. Timmy Holediger (for dogs) (S.D.N.Y.) — clearly a parody

2. See ad on p. 563

a) Is “our version” better than the “like/love” approach to describing the scent?

b) What would you advise your client about picturing “originals” prominently in the ad?

c) On balance, does it pass or fail?

d) Recommend any changes?

D. August Storck K.G. v. Nabisco  (p564) 

1. Claim: LifeSavers Delites “25% LOWER IN CALORIES THAN WERTHER’S® ORIGINAL* CANDY” — * leads to a disclaimer (p. 565, 1st full ¶)

2. District Court issued an injunction based on older package without ® or disclaimer (even though it saw newer package)

3. Held: reversed —

a) Buyers would understand statement “to distinguish the two candies—to say that one is different from, and better than, the other” — District Court’s reliance on mere possibility of confusion was an error (also, no survey)

b) Differences in overall trade dress outweigh the similarities
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Strong statement of policy: product comparisons are good

a) Benefits consumers: learn type of product, how it differs from a known benchmark

b) FTC encourages reference to competitors

c) FDA prefers product comparisons be to the market leader or average of top 3 brands

5. What happened after the appeal (see picture)?

a) Package claim now: “25% FEWER CALORIES THAN THE LEADING BUTTER TOFFEE BRAND”

b) Perhaps it wasn’t necessary to compete due to the strong LIFESAVERS brand?

III. Indirect Liability

A. Secondary liability under tort law comes in two form...

1. Contributory: inducing infringement by another, or knowingly supplying the means to infringe

2. Vicarious: ability to control the infringer plus financial benefit from the infringement

B. Contributory infringement cases

1. Inwood Labs v. Ives Labs [U.S.]  (p418) 

a) Generic drug manufacturers copied the capsule colors of the name brand, and some pharmacists falsely labeled the generic as the brand name product

b) Held: not contributory infringement

(1) Said nothing to encourage substitution

(2) Actual mislabeling too categorize catalog an an inducement

(3) Note: capsule colors were found to be functional: they helped patients, care givers, and pharmacists identify the active ingredient and reduce errors

2. Hard Rock Café v. Concession Services [7th Cir.]  (p423) 

a) Counterfeit goods sold at a swap meet, with sellers paying rent and buyers paying an admission fee to the swap meet operator

b) Held: “willful blindness” is equivalent to actual knowledge, but must be  distinguished from mere negligence

(1) “To be willfully blind, a person must suspect wrongdoing and deliberately fail to investigate.”

(2) But landlord/licensor has no duty to seek out and prevent trademark violations.

3. Lockheed Martin v. Network Solutions [9th Cir.]  (p428) 

a) Network Solutions (NSI) registered numerous domain names containing variations on plaintiff’s “skunk works” mark

b) Held: NSI is not like a swap meet operator

(1) Test is the extent of control by NSI over domain registrants’ “means of infringement”

(2) Registrar merely returns IP addresses in response to requests, and has no control over the materials or servers at that IP address

4. Vulcan Golf v. Google [N.D. Ill.]  (Supp p46) — pleadings were sufficient to allow the case to go forward (actual liability not determined)

IV. Advertising & Use in Commerce: Satisfying the Requirement

A. “Use” when trademarks are used behind the scenes to trigger ads

1. Adware generating pop-up ads: SaveNow from WhenU

2. Search engine ads

a) E.g., Playboy v. Netscape (not addressed by 9th Cir. on appeal/reversal of summary judgment); 800-JR Cigar v. GoTo.com

b) E.g., Google cases somewhat inconsistent — more often winning on LOC grounds than on use grounds (courts are uncomfortable with the idea of “selling trademarks” to competitors or others; Google’s automated “suggestions” may make its situation uniquely bad)

B. WhenU SaveNow cases

1. 1-800 Contacts v. WhenU.com [2d Cir.]  (p377) 

a) District Court found that the following constitute “use” —

(1) Displaying ads in front of the mark owner’s site or search engine results for the mark

(2) Storing/accessing mark in a database

(3) Note: court did not apply the “strict” definition of use, meaning use as a trademark to identify or distinguish WhenU’s goods/ services

b) Reversed on appeal — the ad window that pops up doesn’t modify page, and is not closely connected to it

(1) “In front of” is not the same as “in” or “part of”

(2) No worse than adjacent product placement in the retail store context

(3) Can’t buy the mark: URL => category => randomly selected ad in the category

c) Strong support for keyed advertising: “internal utilization of a trademark in a way that does not communicate it to the public is analogous to a individual’s private thoughts about a trademark”

2. Similar results were reached in cases brought by U-Haul and Wells Fargo

C. Search engine advertising cases

1. Playboy v. Netscape [9th Cir.]  (p370) 

a) Netscape displayed “adult” banner ads when users searched for playboy or playmate; because Netscape did not let adult advertiser opt out of this association, Netscape might be held directly as well as contributorily liable

b) Use issue

(1) District court ruled there was no “trademark use” because a search query is not a request for a mark, just for words in the English language (e.g., playboy, playmate)

(2) On appeal, the 9th Circuit disregarded this holding and assumed that there was use in commerce

c) Application of LOC test

(1) Survey showed confusion when the ads for not clearly labeled as to source

(2) Other LOC factors favored Playboy in initial interest confusion scenario

(a) Banner ads for competing porn sites were not clearly labeled as to source (concurrence would excuse clearly labeled ads from liability)

(b) Court presumes images are more attractive than text results and will attract/distract users

(c) Users might not go back and find Playboy (substitution effect; like Brookfield)

2. 800-JR Cigar v. GoTo.com [D.N.J.]  (p381) 

a) GoTo.com sold ads to competitors that were triggered by JR’s trademarks, or portions thereof; the site displayed lengthy paid results before organic results

b) Held: “Use” was established as a matter of law because —

(1) Selling ads to be triggered by trademarks “trades on the value of those marks”

(2) Displaying ads above organic results makes defendant “as a conduit to steer potential customers away from JR to JR’s competitors”

(3) Defendant’s Search Term Suggestion Tool “promotes” the purchase of JR’s marks

c) Distinguished from WhenU, follows GEICO

d) Held: Initial interest confusion may apply —

(1) An actual transaction need not be consummated, the harm is merely the diversion of users by using the mark

(2) JR presented enough evidence of LOC to go to trial

3. J.G. Wentworth v. Settlement Funding [E.D. Pa.]  (p390) 

a) Suit against advertiser for placing trademark-triggered ads through the Google AdWords program (and in meta tags)

b) Held: defendant “used” the marks “in connection with ... advertising” (not thoroughly explained)

c) Held: display of AdWords ads on Google do not cause initial interest confusion because the ads represent choices and do not contain the plaintiff’s marks — contrast with problem of “unlabeled” banner ads in Netscape

D. Meta tag cases against web sites 

1. Designer Skin, LLC v. S&L Vitamins [D. Ariz.]  (Supp p42) 

a) Suit against web site operator for use of plaintiff’s mark in “meta tags” in defendant’s web pages, which (perhaps) caused search engines to list the site in response to queries for the mark

b) Meta tags are permissible where they are not deceptive, e.g., Terri Welles using PMOY marks

c) What if the site sells both the brand name product and competing products?

(1) Australian Gold v. Hatfield: initial interest confusion because consumers might buy a competitor’s product

(2) This case: when the genuine goods are sold, it is not the “bait and switch” scenario the initial interest confusion doctrine was intended to address

2. North American Medical v. Axiom Worldwide [11th Cir.]  (Supp p43) 

a) Competitor used the other party’s marks in a meta tag, and as a result, those marks were displayed in the site’s summary in organic search results on Google

b) Held: “Use” is found under the clear language of the statute; 1‑800‑Contacts distinguished —

(1) Used marks rather than URLs

(2) Marks not “invisible” due to Google’s display

c) Held: Not merely “initial interest” confusion, because Google’s display associated plaintiff’s marks with defendant

E. Key(ing) lessons

1. Courts do not require strict “use” of the type defined in the Lanham Act for registration

2. “Selling trademarks” (Playboy, GoTo.com) generally will cross the line

3. Marks neither offered for sale nor displayed in advertising (WhenU) generally do not cross the line

4. Is the Dogan/Lemley critique based on free speech persuasive?

V. Final Exam 2009

A. Topics to be Tested

1. Legal issues

a) Likelihood of confusion analysis

(1) 8 MC questions in trademark clearance context — see especially Sleekcraft 

(2) 1 Essay question in the same context

(3) 1 additional MC question in a counseling context

b) Distinctiveness analysis

(1) 3 short essay questions on suggestiveness tests (mixed court and PTO cases) — see outline, online cases, and sample responses

(2) 1 MC question on secondary meaning in the PTO context

(3) 1 MC question on fair use in a dispute context

c) Other

(1) Geographic concurrent use (1 MC question) — see especially All Video v. Hollywood Entertainment 

(2) ACPA (1 MC question)

(3) UDRP (1 MC question)

2. It would help to be somewhat familiar with:

a) Smartphones, particularly with cameras

b) Digital SLRs (higher end digital cameras)

c) Typical travel web sites like TripAdvisor and TravelPod

B. Structure of the Exam

1. Two fact patterns (AKA scenarios)

a) One: 8 MC and 1 short essay (total 48 points)

b) Two: 2 3 short essay and 6 MC (total 54 points)

2. You can work in any order

C. How to respond

1. Essay/short answer questions: answer the core question; if you want to add more (and have time) that’s OK

2. Multiple choice questions: choose one and, if desired, defend it with a brief explanation (for partial credit in case it is not my preferred answer)

3. Be careful redefining terms: answer may depend on a particular meaning

D. Open Book Rules

1. Tree Material

a) Coursebook, supplement, online cases, outlines, slides, notes — due to large volume, make sure to organize in advance

b) Other printed or handwritten materials

c) Note: Must be something you brought; proctors will get excited by any passing of anything, even an unmarked book

2. Electronic Material

a) Online cases, outlines, slides, notes on your computer — use as you wish

b) Other electronic materials: take care with potentially contradictory material

3. Communications with other humans are forbidden for obvious reasons

E. Other

1. Grading 

a) I am supposed to follow “The curve” but exceptions have always been allowed, so it is curved a little higher than large classes

b) Regrading is not permitted, so make all your arguments on the exam while you have the chance

2. Allow a little time at the end to deal with the uploading procedure and any other technical issues

VI. Review of Course — Your Questions

VII. Closing Items

A. Yes, I will respond to emails during the week

B. Course evaluations: Please complete the online form

1. I know I talk too fast, but it’s okay to remind me

2. Your other comments certainly are welcome, too
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