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Who Cares About The 85 Percent?
Reconsidering Survey Evidence Of Online Confusion
In Trademark Cases

Daniel Gervais*and Julie M. Latsko?

Abstract

There is an assumption in US trademark law that the protection of constimer interests—

a traditional pillar of trademark law— is best achieved by enjoining a defendant’s use
of a mark that creates a likelihood of confusion (with the plaintiff’s mark) for 15% or
more (sometimes less) of relevant consumers. Courts often use survey evidence to
determine the existence of a likelihood of confusion. This article argues that the in-
terests of all consumers are relevant in that determination. This means that assessing
the costs, if any, imposed on nonconfused consumers should also be part of the equa-
tion. This can be accomplished in part by making better use of verbatim answers and
by taking a deeper look into the information conveyed by the survey. Likelihood of
confusion analyses should be both quantitative and qualitative.
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Introduction

Trademark law has been said to be an-
chored in consumer interests.! Is it? Be-
cause consumer interests are often seen
as the appropriate overall normative ba-
sis of trademark law, tests measuring a
likelihcod of consumer confusion are teg-
ularly employed to justify remedies for al-
leged infringement.? Simply put, use of an-
other’s mark in a confusingly similar man-
ner can be seen as systematically unfair
{a) because it impedes the consumer’s in-
terest in keeping information in the mar-
ketplace fairly credible;® (b) because it in-
creases consumer search costs and, there-
fore, forces the consumer to “work harder,”
both online and offline;* and (c} because it
can change a consumer’s decision to buy
B’s product instead of A’s after having been
lured to B's site or product by a confus-
ing use of A’s mark - But then unfair to
whom? If the confusing use leads the con-
sumer (via a similar use of a third party’s
ad for example) to a cheaper/better prod-
uct, there is no obvious loss to the con-
sumer. A systemic loss might still be said to
be occurring, howevet, because the incen-
tive to build goodwill and maintain prod-
uct quality may be reduced if no adequate
protection is available. If the consumer
ends up buying a product she did not want
{or worse, a counterfeit) then a loss to both

her and the owner of the mark is fairly easy
to establish.

Most federal appellate circuits find
a likelihood of confusion to be present
(and thus infringement of a trademark),
and remedies available to the trademark
holder, if survey evidence shows that 15%
of relevant consumers are likely to be con-
fused by a defendant’s use of a plaintiff’s
mark.> This Article refers to the prac-
tice as the “15% Rule” and argues that the
Rule amounts to a reductionist view of con-
sumer interests and, more importantly, one
which can lead to sub-optimal cutcomes.
The Article also demonstrates that the 15%
Rule is hard to reconcile with the current
approach of the same appellate courts in
evaluating certain other areas of trademark
law, such as the interface between trade-
mark protection and free speech consider-
ations.

The idea that “consumer interests”
should go beyond a minority of potentially
confused consumers is not new, though the
concept has received relatively scant atten-
tion in the literature.* There are at least two
areas of current trademark law that buck
the general trend of ignoring a large group
of consumers to protect the interests of a
smaller group. First, courts frequently will
not issue an injunction even in the presence
of demonstrated confusion of a small num-
ber (typically on an anecdotal scale) of con-
sumers, thereby leading to a finding that—

1See Mark . McKenna, A Consumer Decision-Making Theory Of Trademark Law, 98 VA, L. REV. 67, 111 2012) (“[T]rademark

law regulates the commercial marketplace and should therefore focus on actions that affect consumers in their capacity as
marketplace actors. Simply having to think harder is not a harm to consumetrs as consumers unlegs it somehow impacts their
decisions. As a result, courts should always ask not simply whether the defendant’s practice is likely to cause confusion, but
also whether it is likely to materfally affect consumer purchasing decisions. Any use of a mark that does not impact consurer
decisions should be deemed irrelevant to trademark law.”)

2Gee Ann Bartow, Likelihood of Confusion, 41 SAN DIEGO L. Rev. 721, 723-24 (2004).

3 allison 5. Brehm & Mariya Kupershmidt, Ad Men and Adwords: How Trademark Law is Adapting to the Internet, 28 COMM.
Law. 10, 10 (2011).

48ee Stacey .. Dogan & Mark A, Lemley, Trademarks and Consunter Search Costs on the Infernet, 41 HOUS. L. REV. 777, 778-81
(2004),

58ge Lanham Act, 15 US.C. §5§ 1114, 1125(¢). See also infra Part L.C, Naturally, an affirmative defense such as fair use might
apply.

" A significant exception is Michael Crynberg, Trademark Litigation As Consunter Confiict, 83 NY.U. L. ReEv. 60, 61-62 (2008)
{describing how “[tirademarlk’s traditional seller-conflict account gives insufficient weight to the interests of nenconfused con-
sumers and their potential losses if the defendant is enjoined.)
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in spite of “actual” confusion—there is no the purposes of this Article, those cases il-
likelihood of confusion of a sufficlent number lustrate the courts” willingness to engage
of consumers (i.e. the 15% Rule).” This in a policy analysis beyond the rather me-
arguably shows that courts are prepared chanical application of the 15% Rule—or
to ignore a small numbet of confused con- any other firm numerical cutoff.

sumers to protect consumers as a broader Added to this analytical mix is the fact

group. Yet once the confusion rate reaches that each Circuit has developed a slightly

0 1 -
15 ,/D (and sometimes even less), ﬂ?e AN Jifferent multi-factor test to evaluate like-
lytical outcomes are reversed. This Arti- lihood of confusion.? While the tests are

cle questions whether that approach is war- not identical, they are all flexibl 10 They

ranter(iim everﬂ CZSZ ?d%ed’ and thlts lf the are also subject to significant cognitive bi-
second area alluaed to above, Courts have o . 11 Agq just noted, a very small amount

bee? r:.nuc}; mori "fﬂ,lngg t(t) rﬁlow Soglle of actual confusion will not trigger reme-
COMFUSION 10 protect INLETests beyon € dies; however, a consumer confusion rate

l?oun.d'anesi O,f trgg.en‘fzarAk law.dFor e;(allmple, of 15% or more may strongly tilt the scales
cases AVOIvINg Tarst AMENAMENt 1SSUES, 4, e plaintiff’s favor. Indeed, a major

Wh]d‘% Zre adnf;'lti;-zdly cgfferent ?ﬁf "{5}? th; component of the evidence submitted to
courts do not fnd an absence of hixelihoo satisfy the various tests to determine a like-

of confusionor 1nfrmgfeme'nt as much as fthood of confusion is actual confusion, of-
they apply a defense to justify what would 0 s dered as the best available, 22 13
otherwise amount to an infringement.® For

This Article does not wish to re-litigate

T8ee 4 ]. THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION § 23:13 (4TH ED.).
#As the court explained in Century 21 Real Estate Corp. v. Lendingtree, Inc.,, 425 E3d 211 (3rd Cir 2005);

It must be recognized at the outset that ‘fair use’ presents a fact pattern different from that of a normal in-
fringement suit. The typical situation n a trademark case involves the defendant’s having passed off another’s
mark as its own or having used a similar name, confusing the public as to precisely whose goods are being
sold. Likelihood of confusion is the sole issue. But the fair use defense, by reason of the circumstances giving
rise to its applicability, alters the premise somewhat. The defendant is not purporting to be selling goods or
services that the plaintiff has trademarked, but, rather, is using plaintiff’s mark in order to refer to defendant’s
own goods or to the goods of the trademark owner in a way that might confuse the public as to the relationship
between the two. [..] Accordingly, the legal framework still involves a showing that A’s reference to B's mark will
{ikely confuse the public, but the analysis does not end there, for the use nmy nonetheless be permiissible if i is “fuir.”
[emphasis added]

9See infra Part LB,

Nautilus Group, Inc, v, ICON Health & Fitness, Inc., 372 L.3d 1330, 1346 (Fed. Cir. 2004). The Federal Circuit noted,
quoting Interstellar Starship Servs., Ltd. v. Epix, Inc., 304 E3d 936, 942 (Sth Cir. 2002), that “the application of this multifactor
test should remain flexible and ‘pliant.””

18ee Grynberg, supra note &, at 6,

2gee, e.¢., World Carpets, Inc. v. Dick Littrell’s New World Carpets, 438 F.2d 482, 489 (5th Cir. 1971) (“There can be no more
positive or substantial proof of the likelihood of confusion than proof of actual confusion,”),

“Rarton Beebe, An Empirical Study of the Multifactor Tests for Trademark Infringement, 94 CAL. L. REV. 1581 (2006). While
Beebes article suggests that, based on a sampling of 331 district court opinions between 2000 to 2004, “surveys are rarely
presented by parties or credited by courts,” more recent judicial opinions and scholarly works continue to emphasize the im-
portance of confusion survey evidence. Therefore, this paper proceeds under—and contends with-—the enduring maxim that
survey evidence is, in fact, highly persuasive in the trademark confusion analysis,

"For a reconsideration of confusion as the central tent of trademark law, see 2.¢. William McGeveran and Mark P. McKenna
Confusion Isn't Tverything 88 NOTRE DaME L, REV. 253, 270-271 (2013) (“Why did courts gravitate toward viewing the elim-
ination of consumer confusion as the animating purpose of trademark law? It would be impossible to say for certain, but
we think a few factors likely contributed to the shift. One is the key role that the concept of consumer confusion played in
mid-twentieth-century debates about the danger that expanding trademark rights would create barriers to market entry. [...}

- We also suspect the focus on confusion was attractive because it allowed courts, legislators, and advocates to avoid fully recon-
ceptualizing trademark law after the collapse of consensus around trade diversion. Different accounts of trademark law’s
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fundamental aspects of trademark the-
ory* Tts purpose is more modest, but
nonetheless crucial. The Article accepts the
consumer interest narrative as the norma-
tive grounding of trademark law. [t ac-
cepts that likelihood of confusion is a test
for infringement that, if used adequately,
can properly reflect those interests. [t also
acknowledges that survey evidence is of-
ten key in deciding whether to enjoin use
of a potentially confusing mark. From that
triple point of departure, the Article argues
specifically that survey evidence should be
used in a much different way than a me-
chanical determination of whether the 15%
threshold has been reached at the arbitrary
time point at which the survey was admin-
istered. The Article thus digs deepetr into
the mythical average or prototypical con-
sumer who may be confused and looks at
all likely consumers of a product or ser-
vice in the rapidly evolving consumer mar-
ketplace.’® The reader less familiar with
trademark law might be surprised that our
approach is not how the law is currently
applied. Does it not belie the fundamen-
tal anchoring of trademark law to ighote
the interests of a vast majority of those it
purports to protect? Yet that is precisely
what courts often do in applying survey
evidence.

To prove infringement, trademark own-
ers must demonstrate that a “substantial”
number of ordinarily prudent consumers

would be confused or misled as to source,
sponsorship, or endorsement of goods or
services 16 As already noted, however, a
“substantial” number does not require a
majority—far from it} In most, if not all,
appellate circuits, survey evidence show-
ing that 15% of likely consumers are likely
to be confused by a use of the plaintiff’s
mark is sufficient for the court fo impose
remedies, and in particular to enjoin that
use.’® Put conversely, even when 85 per-
cent of respondents may net be confused
in any way—and may even benefit from
the allegedly infringing use-—courts fash-
ion remedies to protect the 15% minor-
ity of potentially confused consumers. In
fact, several courts have relied on survey
results even below 15 percent to support a
finding of infringement.” For example,
the Eighth Circuit has found that results
between 10 percent and 12 percent were
enough to support a brick and mortar in-
fringement determination® The South-
ern District of New York has considered
8.5 percent to be “strong evidence” of like-
lihood of confusion.?® However, most
courts—including those tackling online in-
fringement claims®— apply the 15 percent
threshold.

In a nutshell, this Article’s suggestion
is that a new, more nuanced balancing test
must be developed to factor in the ofher
85%. Indeed, in most areas of law, 85 per-
cent is considered more than enough. Uni-

purposes converge on the undesirability of consumer confusion, even if they do not agree on much else. An ernphasis on
confusion altowed the recasting of tracemark law as a form of protection for consumers rather than for producers.”) (notes

omitted).

1515 a large extent we agree with the normative and theoretical analysis in Grynberg, supra note 6,

16 Andrew Martineau, Inagined Consuriers: How Judicial Assumptions About the American Consumner lmpact Trademark Rigiits, for
Better and for Worse, 22 DEPAUL J. ART TECH. & INTELL. PROP. L. 337, 350 (2012},

7Exxon Corp. v. Texas Motor Exchange, Inc., 628 F2d 500, 507 (5th Cir. 1980).

85ee Exxon, 628 F2d at 507 (finding that a survey demonstrating confusion levels of 15% constituted “strong evidence in-
dicating a likelihood of confusion™); see afso James Burrough Ltd. v. Sign of Beefeater, Inc., 540 F2d 266, 279 (7th Cir. 1976)
(stating that 15 percent confusion is not small nor de minimis).

¥4 MCCARTHY, supranote 7, § 32, at 188

Y\utual of Omaha Ins, Co. v. Novak, 836 F2d 397, 399-402 (8th Cir. 1987).

AGrotrian, Helfferich, Schulz, Th. Steinweg Nachf, v, Steinway & Sons, 365 F. Supp. 707, 716 (S.D.N.Y. 1973),

ZSep, e.g., 1-800 Contacts, Inc. v. Lens.com, Inc., 2013 WL, 3665627 (10th Cir. 2013); Rosetta Stone Ltd. v. Geogle, Inc., 676 E3d
144, 159 (4th Cir, 2012); 3M Co. v. Mohan, 2010 WL 50955676 (D. Minn, Nov. 24, 2010) (gesturing to low threshold confusion
percentages).
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fied responses from less than 85 percent of
a population can elect a president, turn a
bill into a law, and control a corporation.
Far more than a majority, the “85 percent”
typically holds significant clout. But trade-
marks are different: in the trademark con-
text, courts often disregard the views of 85
percent of consumers—deferring, instead,
to a 15 percent minority.”

We begin by noting that this Article’s
suggestion is particularly timely in light
of the Seventh Circuit decision, Kraft Foods
Group Brands LLC v.  Cracker Barrel Old

Country Store, Inc.** Flighlighting the short-

comings of survey evidence, the court ac-
knowledged that “/[a]lthough the ordinary
consumer’s mindset is central to trade-
. mark law and policy, neither courts not
~ commentators have made any serious at-
tempt to develop a framewark for under-
standing the conditions that may affect
the attention that can be expected to be
given to a particular purchase.””” And
while judicial opinions have disagreed
over the competence levels of relevant con-
sumets, the Seventh Circuit described the
debate as essentially a “'vacuous war of
words, uninformed by any careful theoret-

ical modeling of consumer psychology or.

empirical study of consumer behavior,”"%

Our model seeks to transform this “unin-
formed” analysis into a thorough, holistic

examination of all consumer aptitudes and.

interests.

[t scems intuitively correct to state that
the practice of considering a case won (by
the plaintiff) once the 15% threshold has
been reached self-evidently may ignore the
interests of a majority of nonconfused con-

sumers, (Jur starting peint is simple: those
interests—which include a better market-
place for the majority and possibly more
robust free speech protection—should be
factored in and at the very least serve as
a counterweight in closer cases. This Ar-
ticle turns that intuitive insight into an op-
erational balancing test. In the test that we
propose, if the likelihoed of consumer con-
fusion of a small minority is minimal but
an injunction would impose a significant
loss/cost on other consumers and /or sig-
nificant speech restrictions, then the injunc-
tion should not issue, The plaintiff would
not lose its right to a remedy, but its bur-
den should be higher. Convetsely, even if
only 15% of relevant consumers are likely
to be confused but there is no demonstra-
ble or measurable loss by other consumers,
then the use should be enjoined. In sum,
this Article suggests that the interests of all
relevant consumers be factored in.

This Article’s suggestion makes the in-
fringement calculus more inclusive and
comprehensive. A likelihood of confusion
rate of 15% would no longer be seen as

“an automatic threshold or trigger for in-

junctive relief. The nature of countervail-
ing interests (most notably of other con-

- sumers) would be factored in. A strong

showing of countervailing interests would
justify asking for a higher a percentage
arnd/or cortelatively stronger evidence of
a likelihood of confusion. By contrast, an
absence of demonstrable countervailing in-
terests could lead a court to issue an in-
junction with even fewer than 15% of con-
sumers likely to be confused. In such cases,
even a very small percentage (say 7-10%)

PExxon Corp. v. Texas Motor Exchange, Inc., 628 F.2< 500, 507 (5th Cir. 1980) (finding that a survey demonstrating confu-
sion levels of 15% constituted “strong evidence indicating a likelihood of confusion”); see alse James Burrough Ltd. v. Sign of
Beefeater, Inc., 540 F.2d 266, 279 (7th Cir. 1976) (stating that 15 percont confusion.is not small nor de minimis). There are other
areas of law, such as civil rights, where protecting rights of a minority is both warranted and necessary. However, here the
point is that these are percentages of the sarve group, namely likely users/consumers of the product or service in question.

MK raft Foods Group Brands LLC v. Cracker Barrel Old Country Store, Inc., 2013 U.S. App. LEXIS 23124, *13-19 (7th Cir.).

B4, at *14 (quoting Thomas R. Lee, Glenn L. Christensen & Eric D. DeRosia, Trademnrks, Consumer Psychology, and the

Sophisticated Consunter, 57 EMORY L.J. 575, 575-76 (2008)).
Bgraft, 2013 U.S, App. LEXIS 23124, at *14.
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might be considered sufficient because pro-
tecting them comes at no cost to other con-
sumers.

While trademark’s confusion threshold
has raised numerous, well-documented
concerns in the brick and mortar context,”
this Article focuses principally on its im-
plications online, where the interests of the
nonconfused consumer may be more eas-
ily vitiated and where, consequently, the
proposed balancing test may be of most
value. The dynamism of the online mar-
ketplace is such that consumers are get-
ting savvier about certain uses of poten-
tially confusing terms, in ways that trade-
mark law may not be able to address but
that may be examined under other areas
of law®® Increasingly sophisticated online
consumers catalyze web development by
exploring and reacting to new technolo-
gies. This has led to a significant reduc-
tion in the doctrinal scope of initial interest
confusion, which some see as disappear-
ing.? Uses that may have been confusing
to a significant percentage of consumers
years ago may not generate the same con-
fusion today; therefore, precedents should
be applied--and also filtered and refined—
with this in mind. By the same token, how-
ever, courts should be willing to accept that
new forms of use of third party trademarks

may be confusing.

This Article provides concrete sugges-
tions on how to balance the interests of po-
tentially confused consumers with those of
consumers who wish to allow an environ-
ment for robust and vibrant online com-
merce. The Article also suggests pulling
back on certain forms of injunctive relief, or
tailoring relief to encompass a broader set
of objectives. That broader set of objectives
is really what trademark law should have
been about all along: namely focusing on
the interests of all consumers in a balanced
way, rather than automatically triggering
bans on use of trademarks once a minimal
confusion threshold has been reached. In
the online environment, the threshold is,
as just mentioned, subject to an additional
temporal filter because consumers’ under-
standing of marketing tricks and gimmicks
evolves faitly rapidly.

This Article contends that—in an era
where many consumers conhsider them-
selves Internet “experts”**—it is high time
for courts to look beyond survey statis-
tics as more or less automatically trig-
gering certain remedies. Strict reliance
on bright line statistical thresholds is not
only contrary to a true focus on con-
sumer interests, it is also incompatible with
the broader analytical approach suggested

¥ See, e.g, Mark A, Lemley & Mark McKenna, Irrelevant Confusion, 62 STAN. L. REV. 413, 451 (2010).

% 5pe Daniel Gervais et al., Is Profiting from the Online Use of Another's Property Unjust? The Use of Brand Nawies as Prid Seqarch
Keywords, 53(2) IDEA 131 (2013) (suggesting that in specific cases unjust enrichment might be invoked to obtaln remedies
against certain uses of brands,

PThe doctrine was developed to prevent consumers from being momentarily “confused” when taken tc a web page or site
other than what they were expacting, but quickly recognizing their “mistake.” See, e.g., Winnie Hung, Limiting Initial Interest
Confusion Claims in Keyword Advertising, 27 BERKELEY TECH., L.J, 647, 670 (2012} (suggesting that “Ultimately, the availability
of options, from ads to review sites, Increases consumer sophistication and reduces the chance of initial interest confusion
while creating healthy competition in the online consumer market.”).

%1n a recent market study by PricewateshouseCoopers, 72 percent of US respondents labeled themselves “confident” or
“pxpert” online shoppers. PriceWaterhouseCoopers, Understanding How US Online Shoppers Are Restisping the Retail Experi-
ence, PWC (2012}, sveilable at http:/ /www.pwe.com/en_us/ us fretail-consumer / publications /assets /pwe-us-multichannel-
shopping-survey.pdf.

MePBay Inc. v. MercExchange, L.L.C. 547 U.S. 388 (2006}, In eBay, the Supreme Court emphasized the longstanding role of
equitable discretion—rather than bright line tests or rules—in determining whether to accord injunctive relief in intellectual
property cases. Specifically, the Court stated that there is no “general rule” prompting automatic injunctive relief for patent
infringement; rather, “well-established principles of equity” apply In the patent context. The court indicated that in order to
obtain permanent injunctive relief for patent infringement, a plaintiff must demonstrate: (1) that it has suffered an irreparable
injury; (2) that remeclies available at law, such as monetary damages, are inadequate to compensate for that injury; (3) that,
considering the balance of hardships between the plaintiff and defendant, a remedy {n equity is warranted; and (4) that the
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by the Supreme Court in eBay™ and re-
cently echoed by the Ninth Circuit in Herb
Reed Enterprises, LLC v, Florida Enter-
tainment Management, Inc®*  The Article
urges courts—in their exercise of the pro-
posed balancing test—to thoroughly con-
sider the verbatim survey responses prof-
fered by consumer participants. These re-
sponses provide a window into “the con-
ditions that may affect the attention that
can be expected to be given to a partic-
ular purchase.”® They may also capture
the costs and benefits associated with al-
legedly infringing online use for both con-
fused and nonconfused consumers. Verba-
tim responses are thus vital to holistic on-
line infringement analyses and may lead
 tojudicial determinations that better align
with the fundamental, consumet protective
function of trademark law.

The Article proceeds as follows: Tart [
explicates the central role of confusion in
US trademark law and policy, and specif-
ically how courts assess survey evidence
of likelihood of confusion, DPart II dis-
cusses online mark uses and traces evolv-
ing judicial presumptions regarding the
increasingly sophisticated consumer. It
also demonstrates that, by filtering online
content without considering nonconfused
consumers, courts risk imposing undue

limitations on speech, decreasing healthy
market competition, and chilling techno-
logical progress. Finally, Part III recom-
mends concrete ways to ameliorate the sit-
uation, namely applying a new balanc-
ing test to assess confusion in a manner
that reflects the interests of all relevant
consumers, Specifically, the Article urges
courts to weigh the percentage of confused
consumers and the strength of the likeli-
hood of confusion against the percentage
of nonconfused consumers and the level of
their ioss if an injunction is granted.

|. Confusion as the Principal
Tenent of Trademark Law

A. Confusion as Target

1. The “Dual Purpose” Of Trademark Law Is
Served By Relying On Confusion

Trademarks are recognizable words,
names, symbols, or devices affiliated with
products or services.* Consumers rely on
trademarks to identify brands and under-
lying quality assoctated with various mar-
ketplace options.® Take, for example, the
Starbucks® coffee enthusiast. She bases
her purchasing decisions on mental associ-
ations between the famous green mermaid

public interest would not be disserved by a permanent injunction.

%21orb Reed Enterprises, LLC. v. Florida Ent. Mgmt., Inc., 2013 .S, App. LEXIS 23938, at *16-25 (9th Ciz.). The Ninth Circuit
held that in order to cbtain a preliminary injunction in a trademark infringement case, a plaintlff must establish 1) that it is
likely to succeed on the merits; 2) fhat it is likely to suffer irreparable harm in the absence of preliminary injunctive relief; 3)
that the balance of equities tips in its favor; and 4) that the public interest favors the grant of an injunction. Inadopting the eBay
principle—that a plaintiff must establish irreparable harm to obtain injunctive relief--the court eliminated the presumption
of irreparable harm that once accompanied a showing of likelihood of success on the merits. eBay, 547 U.S. at 388, In the

-absence of this presumption, both plaintiffs and defendants wilt have significant opportunity to invoke survey evidence from
confused and nonconfused consumers to persuade courts to grant or deny a preliminary injunction in light of the overarching,
consumer-protective geals of trademark law,

K raft Foods Group Brands LLC v. Cracker Barrel Otd Country Store, Inc., 2013 U.S. App. LEXIS 25124, *13-19, at *18 (7th
Cir).

34 MCCARTHY, supranote 7, § 3, at 1.

By .

*This - and specifically the use of the word “CHARBUCKS” in that context - Is discussed ad nauseam in Starbucks Corp. v.
Wolfe's Borough Coffee, Inc., 79 U.SPQ.2d 1138 (S.D.N.Y, Dec 23, 2005), vacated by 477 F3d 765 (2d Cir. 2007} ; on remand to
558 FSupp.2d 472 (S.D.NLY. 2008); affirmed in part, vacated in part by 588 F3d 97 (24 Cir. 2009); on remand to 101 U.S.P.Q2d
1212(S.DNY. 2011); affirmed, 108 U.S.P.Q.2¢ 1581 (2d Cir 2013). As may be apparent from the previous list, Starbucks was
not too happy with the use of Charbucks in relation to coffee but in the end lost its case against Black Bear Micro Roastery, a
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and robust—if perhaps over-roasted for
the palate of certain consumers®*-—--Arabica
blends. These mental associations are valu-
able to both Starbucks and the consumer,
as they allow Starbucks to establish good-
will*” and the consumer to save search time
in the marketplace and ensure the quality
of her purchases.®

One key difficulty that arises early on in
trademark law policy analysis is whether
protecting goodwill and preventing confu-
sion (here as a way to reduce search costs)
are separable objectives. The former is
meant to benefit the trademark holder, and
may be seen as a reward for the efforts
made to generate the goodwill in the first
place. The latter is focused on consumers.

The two often match, but not a]ways.39 A
true consumer focus would theoretically
protect the mark only to the extent that it
protects consumer interests, and see good-
will protection as a positive “side effect” of
protecting consumer interests. Otherwise,
the goodwill and marks that symbolize it
would get protection on a different basis,
namely in se, as property.

The Lanham Act aims to "provide a
cause of action against those who use de-
ceptive or misleading marks, protect mark
holders against unfair competition, [and]
protect the ability of consumers to distin-
guish among competing producers.” Sec-
tion 32 establishes the infringement cause
of action for registered marks:

(1) Any person who shall, without the consent of the registrant —

(a) use in commerce any reproduction, counterfeit, copy, or col-
orable imitation of a registered mark in connection with the sale,
offering for sale, distribution, or advertising of any goods or ser-
vices on or in connection with which such use is likely to cause
confusion, or to cause mistake, or to deceive; or

(b) reproduce, counterfeit, copy, or colorably imitate a registered
matk and apply such reproduction, countetfeit, copy, or colorable
imitation to labels, signs, prints, packages, wrappets, teceptacles or
advertisements intended to be used in commerce upon ot in con-
nection with the sale, offering for sale, distribution, ot advertising
of goods or services on or in connection with which such use is
likely to cause confusion, or to cause mistake, ot to deceive, —

shall be liable in a civil action by the registran

Section 43 offers a similatly worded in-
fringement cause of action for unregistered
marks.*2 The Act thus demonstrates that
preventing confusion is the central objec-
tive of trademark law:*® The next question

.4

is: how does, and how should, this objective
translate into an operational test,
As mentoned above, under the 15%

Rule, to prove infringement, trademark
holders must show that a substantial num-

stnall coffee shop in New Hampshive selling “Mister Charbucks” coffee blend,
3 See id. “Goodwill” is the reputation associated with a particular trade or service mark.

B,
*See Grynberg, supra note 6.

] anham Act, 15 US.C. § 1114 (2005). See alsa Robert C. s & Joel H. Steckel, The Role of Consumer Surveys in Trademark
Infringemert: Empirical Evidence from the Federal Courts, 14 U. Pa. ]. Bus. L. 1013, 1020 {2012},

115 US.C. § 1114 (2005).
4215 U.8.C§ 1125 (1995).
B,

4 MCCARTHY, supra note 7, § 23, at 94. “The reasonably prudent purchaser is expected to exercise the degree of “care,
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ber of reasonably prudent consumers** are

likely to be confused or misled as to source,
sponsorship, or affiliation by unauthorized
use of a mark® Hence, little if any at-
tention is paid to nonconfused consumers
and the potential losses they may suffer
because the presence of a small minority
of potentially confused consumers is suffi-
cient to enjoin the use of a mark.

But it gets worse. While courts tra-
ditionally frame their focus on likelihood
of confusion as it impacts sales decisions,
some circuits still recognize additional pro-

tection under the doctrine of initial inter--

est confusion, alluded to briefly in the In-
troduction.* Initial interest confusion per-
mits a finding of infringement when there
is temporary confusion (dispelled long be-

fote a purchase is made), and thus before

any real prejudice is caused. It is a doctrine
aimed at preventing that ephemeral mo-

‘ment of doubt that consumers may experi-
-ence when searching for a product, service,

or related information.¥” The doctrine pro-
hibits an infringer from getting his prover-
bial foot in the door, regardless of whether
or not his actions impact consumer pur-
chasing decisions or end up providing use-
ful {and non-confusing) information to the
consumer.*®

Initial interest confusion was first rec-

- ognized in the 1970s in the brick and

mortar marketplace; however, the doctrine
gained much more prominence in connec-

tion with online trademark usage. In the

online context, application of initial inter-
est confusion was found to be “proper
where consumers believe a connection ex-
ists between the advertisement or search
result produced and the keyword they se-
lected or the website they were visiting,
only to have that confusion removed once
they visited the advertiser’s site.”* To il-
lustrate the harm meant to be addressed
by the initial interest confusion doctrine,
the Ninth Circuit used—and other Circuits
have echoed—a metaphor equating mis-
leading online uses of a trademark with
misleading signs on a freeway>® The
Ninth Circuit suggested that misleading
online marks, like misleading billbcards on
a highway, may cause consumers to pull off
at a “wrong exit.”*! Unable to find the de-
sired brand, consumers browse a competi-
tor’s product or service in order to avoid
having to “get back on the highway” and
repeat the search.®

Having to get back on a physical high-
way after getting off at the wrong exit is
a waste of time with no appreciable ben-
efits for most drivers. The same is not
self-evidently true when all the user has
to do is hit the “Back” button on a web
browser. Still, the Ninth Circuit analogy
prompted subsequent infringement deter-
minations based on simple, very short-
lived diversions to a defendant’s website.”
In fact, “[njumerous courts have allowed
findings of trademark infringement simply
on the basis that a consumer may be ‘at-

caution and power of perception’ appropriate to the kind of choice he faces in the marketplace. In considering the likelthood
of confusion, the court considers the ‘general impression of the ordinary purchaser, buying under the normally prevalent
conditions of the market and giving the attention such purchasers normally give in buying that class of goods.”

¥ 3ee supra Part LC. This “substantial” amount does not necessitate a majority. In most situations, judges are persuaded by
confusion rates of welt below 50 percent o

#Elizabeth S. Ritter 8 Mark I1. Jaffe; The Lincertain Future of Initinl Interest Confusion, 4(6) LANDSLIDE 55 (2012},

Y. '

14,

¥paul L. Bonewitz, Beyond Confusion: Reexamining Trademark Law’s Goals in the World of Online Advertising, 81 ST. JouN's L.
REV, 859, 911 (2007). '

HBrookfield Comme'ns, Inc. v. West Coast Entm’t Corp., 174 F3d 1036, 1064 (9th Cir. 1999).

*ld,

2,

Bpric Goldman, Deregulating Relevancy in Internet Trademark Lat, 54 EMORY L.J. 507, 566 (2005),
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tracted,” “distracted,” [or] ‘interested”” by
other choices, regardless of the duration
of attraction, distraction, or interest.* Al-
though several Circuits have recently crit-
icized the highway analogy—as “it is the
work of a fraction of a second on the In-
ternet to discover that [it] is not the Web
site you are looking for and to click the
mouse button to go back to your starting
point”®—some courts continue to rely on
mere seconds (or less) of Internet diver-
sion as a sufficient basis for a finding of
initial intetest confusion and trademark in-
fringement.%* This is a good example of an
area where consideration of the broader in-
terests of all Internet users may be called
for. In other words, this Article suggests
that even if there is minimal “harm” expe-
rienced by a small minority of users who
waste a second or two before hitting the
Back button, there may be substantial bene-
fits for other users who appreciate the addi-
tional information and discovering options
they may not have been aware of. Again,
this is assuming no lasting likelihood of
confusion is present, especially confusion
leading to the purchase of the wrong {un-
desired) product.

Whether as likelihood of confusion
(likely to lead to a different purchasing de-
cision) or as only initial interest confusion

(where applicable), courts have applied a
number of similar tests to evaluate confu-
sion.

7. The Debate Over Dilution lllustrates The
Risk Of Avoiding Confusion As Target

A propertarian focus, that is, considering
trademarks as property protectable absent
consumer confusion, informed Congress’s
action when it passed and later strength-
ened the tort of ttademark dilution for fa-
mous marks, in response to what it appar-
ently saw as undue hesitation by courts in
its application.’” The Pederal Trademark
Dilution Act and subsequent Trademark
Dilution Revision Act (“TDRA") may be
viewed as recognition of the protection of
tradematks ostensibly unmoored from cot-
sumer inferests—that is, without a need to
demonstrate the impact on relevant con-
sumers,>® Dilution can happen by blur-
ring or tarnishment. Tarnishment cases
have often dealt with “adult” products pre-
sented in association with various “non-
adult” products, such as the Barbie doll.®
The practice results in a negative asso-
clation in the minds of consumers, di-
luting the “non-adult” product’s goodwill
even absent any likelihood of confusion.®
Thereis arguably a systemic interest of con-
surnets in preserving the signaling func-

Hfenpifer E. Rothman, Initial Interest Confusion: Standing at the Crossronds of Traderinrk Law, 27 CARDOZO L. REv. 105, 122
(2005),

4 McCARTHY, supra note 7, § 25, at 69. 4 McCARTHY § 25:69.

Se, e.g., Australian Gold, Inc. v. Hatfleld, 436 F.3d 1228, 1239-40 {10th Cir. 2008); Morningware, Inc.v. Hearthware Home
Products, Inc., 673 F Supp.2d 630, 636-38 {N.D. T11. 2009).

¥ 5ee Federal Trademark Dilution Act, 18 U.S.C. § 1125(c) (1995); Trademark Dilution Revision Act (TDRA), 15 US.C. §
1125(c) (2006). The TDRA revised the Federal Trademark Dilution Act in three significant ways: (i} a likelihood of dilution,
rather than actual dilution, is now required to establish dilution; (if) courts may apply four factors to determine whether a mark
is famous and protection is dented to marks that are famous in only "niche” markets; and (iii) courts may apply six factors to
determine whether a mark is likely to cause dilution by blurring. See House Report on Trademark Dilution Act of 2005 at 8, 25.

L anham Act, 15 US.C. § 1125(c) (“Subject to the principles of equity, the owner of a famous mark that is distinctive, in-
herently or through acquired distinctiveness, shall be entitled to an injunction against another perscn who, at any time after
the owner’s mark has become famous, commences use of a mark or trade name in commerce that is likely to cause dilution by
biurring or dilution by tarnishment of the famous mark, regardiess of the presence or absence of actual or likely confusion, of
competition, or of actual economic injury.”).

% 5ee Mattel, Inc. v. McBride, 48 U.S.P.Q.2d 1467 (3.DN.Y. 1998), but a parody defense might be appHcable. See Mattel, Inc.
v. MCA Records, Inc., 296 F.3d 894 (9th Cir 2002).

®This phenomenon has been studied by several experts. See ¢.g., Gail Tom et al., Mere exposure and tite endotwnient effect on
consunrer decision woking, 141(2) J. PsYcHOL. 117-125 (2007).
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tion of trademarks they know and trust
in such cases that borders normatively on
confusion. Blurring is more difficult, as
it happens when consumers “actually as-
sociate” the plaintiff’s mark with the de-
fendant’s product while knowing that the
source is different—that is, without reach-
ing the level of likelihood of confusion.
The mark may “lose its ability to serve as
a unique identifier of the plaintiff's prod-
uct.”®! Not surprisingly, claims of dilution
by blurring have not worked particularly
well in cases where no likelihood of con-
fusicn could be shown to exist. Put differ-
ently, courts that find dilution by blurring
- often find that trademark infringement (a
likelihood of confusion) is also present.
The TDRA replaced the standard of ac-
fual dilution with a standard of likelihood
of dilution, which courts have interpreted
as requiring evidence of “actual associa-
tion.”*? Parsing that distinction (between a
likelihood of confusion and actual associa-
tion leading to a likelihood of blurring) has
not been easy nor is the normative ground-

ing of blurring sans dilution obvious to the .

authors of the Article. At the very least,
it represents a departure from traditional
trademark law.

While trademark infringement, which
is based on a likelihood of confusion, is and
remains consumer-focused, dilution could
be atgued in appropriate cases as also
consumer-focused. In the dilutionn context,
this Article would suggest that courts fac-
tor in what consumers lose if a use is en-
joined as diluting a famous mark. The Ar-

ticle does not, however, delve further into
the dilution analysis.

B. The Multifactor Tests to Evaluate
Confusion

Courts assess infringement in light of
policy goals, identified as the protection
of consumers and the improvement of
the quality of information in the market-
place.®® To evaluate traditional likelihood
of confusion and initial interest confusion
claims, circuits employ varying (but fairly
similar) multi-factor tests.** These factors
are non-exhaustive and assigned different
weights, depending upon the specific facts
of a case.®

In the context of traditional (source)
confusion, the Ninth Circuit, for example,
relies on the Sleekcraft factors: 1) strength
of the plaintiff’s mark; 2) proximity of the
goods; 3) similarity of the plaintiff’s and
defendant’s marks; 4) evidence of actual
confusion; 5) marketing channels used; 6)

-type of goods and the degtee of care likely

to be exercised by the purchaser; 7) de-
fendant’s intent in selecting the mark; and
8) likelihood of expansion of the product
lines.** Similarly, the Second Circuit’s Po-
laroid test considers: 1) strength of the
plaintiff’s mark; 2) degree of similarity be-
tween plaintiff’s and defendant’s marks; 3)
proximity of products or services covered
by the marks; 4) likelihood that plaintiff
will bridge the gap; 5) evidence of actual
consumet confusion; 6) defendant’s good
faith in adopting the matk; 7) the qual-

*Playboy Enters., Inc. v. Welles, 279 F.3d 796, 805 (9th Ci2.2002).

624 o ctual association” is alse mentioned as a factor in the statute. See 15 U.5.C, § 1125{c){2)(B){vi}. In Starbucks Corp. v.
Wolfe’s Borough Coffee, Inc. 101 US.P.Q.2d 1212 (SDNY 2011): “As the Second Circuit explained in Starbucks 1V, the ultimate
analytical question presented hy a dilution-by-blurring claim is whether there is an association, arising from the similarity of
the relevant marks, that impairs the distinctiveness of the famous mark.” See also Mead Data Central v, Toyota Motor Sales,
- US.A., 875 F2d 1026, 1030-31 (2d Cir.1989), The court similarty noted that dilution requires “mental association.”

83yilliam M. Landes & Richard A. Posner, Trademark Law: An Economic Perspective, 30 ].L. & ECON. 265, 265-66 (1987) (“Our
overall conelusion is that trademark law, like tort law in general (trademark law is part of the branch of tort law known as
unfair competition) can best be explained on the hypothesis that the law is trying to promote economic efficiency.”).

#452g, £,9., Boche, supranote 13,

“lg.

 AME Tric, v, Sleekcraft Boats, 599 F2d 341, 348-49 (9th Cir. 1579).
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ity of defendant’s product or service; and
8) consumer sophistication.®” Studies have
shown that some factors, such as the defen-
dant’s bad faith, play a much more signif-
icant rele in outcomes than would be ex-
pected.®®

To evaluate fnitial interest confusion in
the online environment, most courts bor-
row from the traditional confusion analy-
sis, as they “consider initial interest con-
fusion to be a subset of confusion.”® The
Ninth Circuit, for example, has operated
under several modified versions of the
Sleekcraft approach.” Initially, the court re-
lied on the “Internet Trinity” or “Internet
Troika” test, which inquired into 1) the sim-
ilarity of the trademarks; 2) the relatedness
of the goeds; and 3) the simultaneous use
of the Internet as a marketing channel.” In
2011, however, the Ninth Circuit updated
its approach and emphasized that trade-
mark law should be applied flexibly in In-
ternet cases.”? The court suggested that the
most relevant factors to assess online con-
fusion are: (1) the strength of the plaintiff’s
mark; (2) the evidence of actual confusion;
(3) the type of goods and degree of care
likely to be exetcised by the purchaser; and
(4) the labeling and appearance of the ad-
vertisements and the surrounding context
on the screen displaying the results page.”

While no single factor is dispositive

in the multifaceted likelihood of confu-
sion and initial interest confusion analy-
ses, many courts purport to place consid-
erable weight on evidence of actual confu-
sion.”* Even when “all other circumstances
point to a finding of non-infringement, sig-
nificant evidence of actual confusion dra-
maticaily alters the equation””® and may
prompt a finding of infringement. In both
the online and brick and mortar context,
consumer surveys ate readily employed as
evidence of actual confusion.”

C. Surveys as Evidence of Actual
Confusion

Surveys are used to measure consumer at-
titudes and beliefs with regard to particu-
lar products, names, or concepts.” Gen-
erally, experts gather responses from lim-
ited participant pools and generalize re-
sults to a larger population® Litigants
then employ the data to persuade courts
that a “substantial number” of consumers
would be confused by an unauthorized
use of a mark.”” Over the past several
decades, both courts and commentators
have held consumer surveys in high regard
because surveys can “provide direct evi-
dence about consumer petceptions that ex-
pert testimony lacks and elicit multifaceted
information about perceptions that mere

7 Polaroid Corp. v. Polaroid Electronics Corp., 287 F.2d 402, 495 (2d Cir. 1961).
% 5ee Beebe, supra note 13, at 1628. Other than the general societal interest in punishing bad faith actors, it is not clear how
emphasizing that factor above others directly serves consumer interests.

#Hung, supr note 29, at 650,
M Brookfield, 174 F3d at 1053-54.
.

ZNetwork Automation, Inc, v. Advanced Sys. Concepts, Inc,, 638 F3d 1137 (§th Cir. 2011) (discarding the Internet “troika”
as the exclusive test to determine iikelthood of confusion in the online environment).

B,

"Mark 12, Robins, Actua! Canfusion in Trademark Infringement Litigntion: Restraining Subjectivity Thraugh a Factor-Based Ap-
proach to Valwing Evidence, 2 N'W. J. TECH. & INTELL. PROP. 117 (2004). As already noted, bad faith seems to play a much more
prominent role than previously believed. See Beebe, supr note 13, at 1628,

7 Robbins, snupra note 74, at 117,

7 Poter Welss, The Lise of Survey Evidenice in Trademark Litigation: Science, Art or Confidence Gamie?, 80 TRADEMARK REP. 71, 72

{1990).
7 See Bird & Steckel, supra note 40, at 1015-16.
78
Id.
“Hd,
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visual comparison does not provide.”®

There is a disconnect here, Courts will
consider anecdotal evidence that a few con-
sumers are confused (as relevant but in-
sufficient), but enjoin use of a mark when
there is a likelihood of confusion of only
15% (demonstrated by survey evidence),
even with no evidence of any cases of
demonstrated, “real-world” confusion. As
mentioned in the Intreduction, the former
scenario is one of at least two categories
of cases where courts indirectly accept to
‘trump the interests of the few for those
‘of the many. Yet somehow, as soon as
the 15% Rule kicks in, the interests of up
to 85% of consumers seem to fall off the
policy table. The disconnect thus stems
from the fact that courts are fully prepared
to encounter a few (let’s call them “hope-
less”) consumers (say 1-5%) who may be
confused but whose confusion is ignored,
while a likelihood of confusion of 15% of
consumers (sometimes significantly less)
will suffice to enjoin.

This Article argues that the Lmderlymg

premise of the former case should inform
the pattern as well: if only 15% of rele-
. vant consumers ate likely to be confused
but a vast majority are not, and that ma-
jority may lose something useful from the is-
suance of an injunction, then those 15%
should not be considered as automatically
sufficient to justify the injunction. Put dif-
ferently, a balancing test should be em-
ployed that measures the losses of the non-

injunction. This proposal, it seems to the
authors of this Article, is fully congruent
with the more flexible approach on injunc-
tive relief formulated in eBay.®!

Normatively, the two fact patterns (5%
v. 15% confusion) seem relatively close.
Yet in the first case the court fully recog-
nizes the interests of the 95% of noncon-
fused consumers; in the latter, for reasons
the Article calls into question, it ignores the
interests of the 85%. This Article argues
that surveys can be used to mitigate what
strikes the Authors as suboptimal and of-
ten inequitable. Before turning to an im-
proved operational solution, however, let
us consider current methods of collecting
and utilizing consumer survey data in the
trademark arena.

1. Survey Formats and Admissibility

Three survey formats are commenly used
to measure trademark confusion as to
source or connection: the “Eveready” for-
mat, the “Squirt” format, and the “Exxon”
format.#> Under the “Eveready” format,
survey respondents are asked to state
what company is responsible for an al-
legedly infringing mark.* The format does
not notify participants of what the plain-
tiff’s mark is; instead, it presumes that
participants are aware of the mark from
prior marketplace exposure.® In contrast,
the “Squirt” approach places the plain-
tiff's mark and the allegedly infringing

confused consumers in the presence of an mark side by side, then asks respondents

#0714, See also A.T. Cross Company v. TMP Distributing, Inc., 226 USPQ 521, 524 (D Minn 1985) (The court finds that the
plaintiff’s survey demcnstrates the existence of actual confusion’); Mutual of Cmaha Insurance Co. v. Novak, 836 [2d 357, 5
USPQ2d 1314, 1317 (CA 8 1987), aff’d in part 648 F Supp 905, 231 USP(Q 963 (D Neb 1986) (“As to incidents of actual confusion,
[plaintiff] produced evidence of actual confusion in the form of a survey .... We consider this appropriate, for surveys are often
used to demonstrate actual consumer confusion.”) .

Bl 5ee sypra note 31 and accompanying text.

82See Ttamar Simonson, The Effect of Survey Method on Likelilaod of Confusion Estimates: Conceptyal Analysis and Empirical Test,
83 TRADEMARK REP. 364, 366-67 (1993); see also 4 MCCARTHY, supra note 7, § 32, at 173,

®8imonson, supra note 82, at 366-67.

B8, Swann, Likeliood of Confusion Studies and the Straightened Scope of Squirt, 98 TRADEMARK Rip, 739, 746 (2008). “In cases
involving strong marks, the Eveready test should be considered the gold standard for fundamental cognitive and marketing
reasons.”

B Gee Simenson, supra note 84, at 366-67.
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whether they believe the plaintiff's mark
and the defendant’s mark are produced by
the same company.®® Finally, the “Exxon”
method prompts respondents to state the
first thing that comes to mind when view-
ing an allegedly infringing mark.®

While different survey formats often
yield divergent results, they all have the
potential to collect illuminating, open-
ended commentary from participants.”
Responses to questions regarding why con-
sumers are or are not confused may be par-
ticularly relevant to the infringement anal-
ysis.®¥ Tor example, in the context of on-
line confusion, survey responses may indi-
cate that many consumers were tempotrat-
ily thrown off by similar font size, graphic
shape, misleading advertisement place-
ment, or hyperlink text. Conversely, re-
sponses may suggest that most users were
not confused because of obvious placement
of an unaffiliated advertisement or web-
page link, significant differences in text or
graphic presentation, or widely accepted
(and anticipated) search engine ranking
Ppractices.

Further, responses to open-ended
queties may indicate that an allegedly
infringing mark actually improved con-
sumers’ online experiences. In this Arti-
cle’s submission, all surveys (whether be-
cause courts direct that they be done that
way or because defendants provide their
own), should specifically ask consumers

8d,
1d.
B,
¥,
P,
i,

whether they derived any benefit from the
use (most notably of course, those who
were not likely to be confused). For exam-
ple, did they learn about a new product
or service in a valuable way? Did they
learn something about the product or ser-
vice they were about to purchase that they
consider useful? These potential tesponses
are relevant and valuable in light of trade-
mark law’s focus on protecting consumers
and promoting efficient consumer prac-
tices.

Experts employ a variety of methods to
collect admissible survey data, including
shopping mall and “snailmail” question-
naires, face-to-face interviews, and tele-
phone and Internet queties.® Adminis-
tration varies depending on the purported
form of confusion—for example, alleged
online confusion is often measured via on-
line surveys.® Regardless of the method of
administration, all surveys involve a sam-
ple population, a list of questions, and a
method of analysis.”! Each aspect of the
survey must be desigined by an indepen-
dent expert acting in accordance with ac-
cepted scientific practices® This means
that the sample population must be se-
lected in an unbiased way to represent the
purchasers or potential purchasers of the
product or service at issue.”® Additionally,
questions must be clear, nen-leading, and
designed to minimize potential sources of
bias.”* And once the data is gathered, all re-

2Kent ). Van Liere & Sarah Butler, Emerging lssues in the Use of Siwveys in Tmdemark Infringement on the Web 3-5
(NERA Economic Consulting, LS Advanced Trademark & Advertising Law Conference, Working Paper, 2007), aontlable at
http:/ /www.nera.com/nera-files/FUB_Survey Trademark_Internet.pdf.

4,

%444 at 6. “In a confusion study, the research must be able to address confusion over the source or origin of the goods and
confusion cver the sponsorship, approval or affiliation of the producer of the goods or services. Resporises to open-ended
questions [n confusion surveys can serve as an internal control and . . . should indicate whether the source of confusion has

come from the mark or has been caused by something else.”
o5
14.
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sponses must be analyzed and reported in
accordance with prevailing scientific stan-
dards.?

In general, admissible surveys must
pass the “threshold criteria of having a
proper foundation, being relevant and hav-
ing been conducted according to accepted
principles.”* Specifically, Pederal Rule of
Evidence 702 states:

If scientific, technical, or
other specialized knowledge
will agsist the trier of fact to un-
derstand the evidence or to de-
termine a fact in issue, a wit-
ness qualified as an expert by
knewledge, skill, experience,
training, or education, may tes-
tify thereto in the for of an opin-
ion or otherwise, if (1) the tes-
timony is based upon sufficient
facts or data, (2) the testimony
is the product of reliable prin-
ciples and methods, and (3) the
witness has applied the princi-
ples and methods reliably to the
facts of the case.”

Under the Pederal Rules of Bvidence,
courts function as the gatekeeper of sur-
vey evidence; once a survey is admitted,
“follow-on issues of methodology, survey
design, reliability, critique of conclusions
and the like go to the weight of the sur-
vey rather than its admissibility.”*® Trade-
mark litigants have a broad opportunity to
challenge an opponent’s survey—and ul-
timately, the factfinder will scrutinize the
quality of the data to determine its proba-
tive value in light of all facts of a case.?

%4 MCCARTHY, Supra note 7, § 32, at 158,
*FED. R, EVID. 702.
%4 MCCARTHY, supti note 7, § 32, at 158.
P,
104 McCARTHY, supra note 7, § 32, at 178,
101

I,
19250¢ Van Liere & Butler, supra note 92, at ii.
103

Id.
W4, at 15.

2. Difficulty Associated With Online Confu-
sion Surveys

There is no such thing as a perfect sur-
vey.'™ This is due, in patt, to respondents’
tendency to behave differently in a survey
getting than in real life—as well as tempo-
ral and monetary constraints that inhibit
experts from exploring all data permuta-
tions.® However, while all confusion sur-
veys have flaws, experts have identified
particular difficulty with developing sur-
veys to assess confusion in the enline mar-
ketplace. 102

For example, National Economic Re-
search Associates ("NERA”) has published
a Working Paper explaining that online
trademark confusion makes it difficult for
experts to 1} locate the correct consumer
population; 2) determine the appropriate
form of survey administration; 3) deter-
mine how to use technical language; 4)
set up the research to accurately reflect the
market conditions; and 5) evaluate appro-
priateness of traditional trademark survey
questions.’™ Primarily, “courts have made
no definitive determinations on whether
the confusion rate should be based on all
consumers who have purchased or plan
on purchasing the product and will use
the Internet to locate the product or ser-
vice, or if the confusion rate should be cal-
culated only on the basis of those who
would use the marked term/key word at
issue to conduct a search.”'% The results
of the survey—specifically, the levels of
documented confusion——may vary greatly,
depending on the rescarcher’s definition
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of this relevant population.!®  Addition-
ally, studies suggest that survey partici-
pants frequently interpret terms like “web-
page,” “link,” “site,” and “click” differ-
ently than researchers intend.!® Because
surveys measuring online confusion are of-
ten administered via the Internet, varying
connection speeds and web browsers may
cause respondents to experience differ-
ing presentations of the allegedly infring-
ing mark)” Finally—and perhaps most
importantly—survey participants tend to
provide shorter answers when typing than
when responding verbally.!®  According
to NERA, this “difference in the quality
of open-ended responses could be pivotal
for initial interest trademark surveys which
need to be sure that responses indicating
confusion are supported by the reason at-
ticulated in the open-ended response.”'?”

This laundry list of potential shortcom-
ings begs the question—who would rely
on statistical thresholds without digging
deeper into the survey from which they
were obtained? The short answer: judges,
apparently.

10574, at 4,
10654, at 16.
Wid, at 15.
1874,

10954,

D. Judicial Reliance on Survey Data

In many cases, “one might sum it all up by
saying that the function of surveys in trade-
mark litigation is to plumb the minds of
the public in order to make up the minds
of the judges.”"® This gets even worse
when considering that surveys focus on
identifying a relatively small minority of
potentially confused consumers while ig-
noring the role of the majority. Despite
the substantial shortcomings of presently-
employed survey data—particularly in the
context of oniline confusion—courts tend to
assign enormous weight to survey results
and then to focus on only part of what
the survey reveals. This Article does not
call the practice of using survey evidence
into question but suggests that the surveys
should be engineered to provide courts
with the full picture— thatis a pictute of the
interests of all relevant consumers. Courts,
in turn, should utilize this full picture to is-
sue remedies that similarly encompass the
interests of all relevant consumers.

Confusion surveys are widely touted as
“one of the most classic and most persua-
sive and most informative forms of trial
evidence that trademark lawyers utilize in
both prosecuting and defending against

1Wgse Poter Weiss, The Use of Survey Evidence in Trademark Litigation: Science, Art or Confidence Game?, 80 TRADEMARK REP.

71, 86 (1990).
M Reabe, supm note 13, at 1641,

U25ee, ¢.g., Phurmacia Corp. v. Alcow Labs, Inc., 201 E Supp, 2d 335, 373 (D.N . 2002) {“The Court is aware that Pharmacia is
not legally required to conduct a confusion survey. But under the circumstances of this case, Pharmacia’s faflure to conduct
any confusion survey weighs ageainst its request for a preliminary injunction. Such a failure, particularly when the trademark
ownet is financially able, justifies an inference that the plaintiff believes the results of the survey will be unfavorable.”} {inter-
nal quotations omitted); Engle Snacks, Inc. v. Nabisco Brands, Inc., 625 E Supp. 571, 583 (D.N.]. 1985) (“Failure of a trademark
owner to run a survey to support s clalms of brand significance and/or likelihood of confusion, where it has the financial
means of doing so, may give rise to the inference that the contents of the survey would be unfavorable; and may result in the
court denying relief.”); King-Size, Inc. v. Frank’s King-Size Clothes, Inc., 547 F Supp. 1138, 1162 (S.D. Tex. 1982) (“Plaintiffs did
not present to the Court a survey or any other direct evidence of actuat confusion. The Court views these omissions as both
suspect and significant.”); Infarnuttion Clearing House, Inc. v Find Magnzine, 492 F. Supp. 147 (SD.N.Y. 1980) (Finding it “sig-
nificant that plaintiff, though possessed of the financial means, did not undertake a survey of public consumer reaction to the
products under actual marketing conditions”); Mushroom Mrkers, Inc. ©. RG. Barry Corp., 441 F. Supp. 1220, 1230-1 (S.D.N.Y.
1980) (“During the period the parties have used their marks, their sales volume has expanded and hundreds of thousands of
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trademark claims of all sorts.”*!? In fact,

some courts apply an adverse inference on
likelihood of confusion claims if a plaintiff has
the resources to conduct a survey, but fails to
do s0.7? The Article suggests that simi-
lar negative inferences could logically be
drawn from a failure to provide informa-
tion on consumers who are not confused
and would derive a benefit from the use.
As discussed below, surveys should also
provide courts indicia to test the depth of
the alleged likelihood of confusion.

While many litigants do currently pro-
vide courts with verbatim survey re-
sponses to open-ended (albeit, insuffi-
ciently comprehensive) questions, a review
of trademark confusion caselaw suggests
that judges rely far more on quantitative
statistical data (the percentage threshold)
than on gualitative analyses of the verba-
‘tim responses.™® In fact, most opinions
only discuss statistical results and do not
even mention the content of responses.
Courts conducting both traditional con-
fusion and initial interest confusion anal-
~ yses appear comfortable determining in-
~ fringement without thoroughly examining
participants” commentary on how or why
they are (or are not) confused.!
Authors suggest that this leaves a signif-
icant amount of consumer interests in the
shadows and renders survey results highly
questionable. This approach needs to be
reexamined, especially as new online busi-
ness models are emerging and where the
costs of shutting down a new way of do-
ing business may harm nonconfused con-
sumers. As this Article sees it, there is no
coroilary to the 15% Rule that foresight bias

114

The - sion.

should necessarily tip towards confusion
in such cases. In doing so the determina-
tion should be fair to those whose inter-
ests are at stake on this side of the policy
edger, namely the nonconfused consumers,
A sound, procompetitive policy might dic-
tate restraint and allowing these new mod-
els to experiment. However, before we en-
tertain cultivation of a pro-competitive ap-
proach, let us briefly consider the current
judicial approach to evaluation of survey
data.

In the Fifth Circuit case, Exxon Corpo-
ration v. Texas Motor Exchange, Inc., plain-
tiff Exxon alleged that defendant’s “Texon”
mark—associated with defendant’s auto-
mobile repair services—infringed plain-
tiff’s “EXXON" mark for petroleum prod-
ucts, service stations, and car care ser-
vices.'®  After evaluating Exxon’s con-
fusion survey evidence, the Fifth Circuit
opined that “where in a properly con-

- ducted survey, 15% of respondents associ-

ated defendant’s TEXON auto repait ser-
vice mark with plaintiff's EXXON gaso-
line mark and 23% associated TEXON with
gasoline, the survey ‘constitutes strong ev-
idence indicating a likelihcod of confu-
17 However, the opinion failed
to even mention verbatim responses un-
derlying the “strong” confusion data.’!®
Analyses of these responses may have re-
vealed that while a small percentage of the
consumer population associated the word
TEXON with EXXON, few actually be-
lieved that TEXON or EXXON were the
same company or affiliated in any way
This type of feedback would suggest that
the risk of consumers mistakenly purchas-

units of their respective commaodities have been sold, often in the same department stores and specialty shops. It is therefore
significant that the defendant failed to offer evidence thata Smgie purchaser was confused, misled or deceived as to the source

or origin of the product he or she was buying.”).

35,0 Exxon, 628 RE2d 500, 507; seg alse James Burrough Ltd. v. Sign of Beefeator, Inc,, 540 F.2d 266, 279 {7th Cir. 1976).

Wigas, e.., Exxon, 628 B2d at 507; Burrough, 540 F.2d at 279
N55ee, ¢.g., Exxon, 628 B2d at 507; Burrough, 540 F.2d at 279,
H8Erron, 628 F2d at 507,

174 MCCARTHY, supra note 7, § 32, at 188 {discussing Exxon, 628 F.2d at 507).

USEvvon, 628 B2d at 507,
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ing TEXON services under the assumption
that they were receiving EXXON services
(a weighty consumer harm) was very slim.
Further, survey respondents—particularly
members of the nonconfused majority—
may have stated that they actually bene-
fitted from the defendant’s use of TEXON
in association with its auto repair service.
For example, the TEXON mark could have
alerted a significant percentage of con-
sumers to the presence of an automobile
service facility during a vehicle mainte-
nance emetrgency. The TEXON mark may
have enabled nonconfused consumers to
compare rival auto repair services, ulti-
mately resulting in better-informed pur-
chasing decisions. Because trademark law
alms to promote and protect consumer in-
terests (frequently captured by verbatim
survey responses), the court’s infringement
analysis could have benefitted from a thor-
ough evaluation of these responses, from
both confused and non-confused partici-
pants.

Like the Exxon coutt, the Seventh Cir-
cuit in James Burrough Limited v. Sign of
Beefeater, Inc. indicated that a 15 percent
confusion rate was probative of likely con-
fusion. Specifically, the court stated that 15
percent confusion between the plaintiff’s
“Beefeater” distillery mark and the defen-
dant’s “Sign of the Beefeater” restaurant
mark was not small or de minimis® The
coutt indicated that the survey results were
“probative of likely confusion,” but the
opinion did not discuss any of the 85 per-
cent’s responses to wity queries.'” Perhaps
nonconfused participants benefitted from
the defendant’s “Sign of the Beefeater”
mark because it alerted them to the pres-
ence of a food and beverage establishment
and enabled them to make travel decisions
accordingly. But again, the Seventh Circuit
did not discuss the potential interests of the

9 Burrougir, 540 F2d at 279.
e

majority.

Analyses of verbatim responses in both
Exxon and James Burrough would not nec-
essarily have changed the courts’ ultimate
infringement determinations. They could
have, however, offered a valuable win-
dow into the specific aspects of the defen-
dants” mark uses that were or were not
confusing and the costs to the noncon-
fused consumers of enjoining the use of
the plaintiffs’ marks. In other words, re-
sponses may have illuminated the ways
in which the allegedly infringing prac-
tices enhanced consumer efficiency ot con-
tributed to other consumer benefits—as
these considerations align with the over-
all consumer-protective focus of trademark
Taw.

While Exxon and James Burrough in-
volved survey evidence of brick and mor-
tar confusion, the potential value of ver-
batim survey responses applies—perhaps
even more persuasively—in the online
trademark infringement analysis. In the
context of (temporally contingent) ini-
tial interest confusion, verbatim responses
have significant potential to shed light on
the aspects of a defendant’s use that con-
fuse or do not confuse consumers, for how
long, and whether the defendant’s prac-
tices benefit consumers or enhance effi-
ciency in the longer term and/or for most
other users. In light of apparent judicial re-
liance on statistical data in the confusion
analysis, Part II will take a close look at
the modern online consumet, then high-
light the grave costs associated with ignor-
ing feedback from the nonconfused 85 per-
cent,




284 Online Confusion in Trademark Cases IPTOS

Il. Trademark Confusion and
the Future of the Internet
Marketplace

The online environment evolves rapidly,
allowing consumers to research and secure
purchases with increasing speed and effi-
clency. But with this rapid evolution comes
the potential for new forms of confusion
and—new ways to generate this confusion,

A. Areas of Online Confusion

Throughout the last two decades, courts
have entertained traditional confusion
and initial interest confusion claims in-
volving domain name cybersquatting,'
metatags,'? and keyword advertising.'?®
To assess infringement, courts have usu-
ally employed versions of the multifactor
confusion analyses discussed in Part L.B. In
each of these situations, courts have tended

to accord significant weight to survey data’

that met the threshold “substantial” confu-
sion percentage (that is, typically under the
15% Rule).

In the context of cybersquatting, con-
fusion and initial interest confusion claims
arise when a defendant’s domain name
conflicts with a prior trademark and Tures
web users to the defendant’s website in-
stead of the plaintiff’s.’** Courts have
found infringement where a defendant
used a relatively famous trademark as a

domain name and “inevitably trade(s] on
the favorable cachet associated with that
company, its works and its reputation.”’?
Some courts have even held that placing a
disclaimer disavowing affiliation on a web-
page with a conflicting domain name does
not remedy the initial interest confusion if
the defendant succeeded in luring users to
his website, regardless of how long con-
sumers remained on the page.® Though
these cases show courts” willingness to ex-
pand infringement docttines, they may no
longer be of much direct relevance. Cy-
bersquatting was a popular, heavily liti-
gated practice in the 1990s. However, the
1999 Anticybersquatting Consumer Protec-
tion Act eliminated much of the practice
by establishing a cause of action against
defendants that use another entity’s mark

- in a website domain name with the bad

faith intent to profit from the other entity’s
mark 1%

In the context of metatags, courts have
found infringement when a defendant hid

-another company’s word mark in its own

website in order to “confuse and divert
someone looking for a Web site that is
sponsored by [the other company’s] trade-
mark.”’2® While users cannot easily per-
ceive the tags, search engines pick up on
the words and place the defendant’s web-
site at the top of the results page associated
with a seatch for the other entity’s trade-
mark.!® Even when metatags divert users

“to websites that are obviously not affiliated

24 McCARTHY, supra note 7, § 25, at 78. “Cybersquatting” or “cyber-piracy” Is the use of domain names that are confusingty

similar to trademarks or persons’ names,

124 MCCARTHY, supranote 7, § 25, at 69. “A ‘meta tag’ is a list of words normally hidden in a Web site that acts as an index
or reference source identifying the content of the Web site for search engines, This has been analogized to the subject index of

a card catalog indicating the general subject of a book.”

B Hung, supra niote 29, at 647, “Keyword advertising refers to the display of text ads on search engines, in which advertisers
pay to show their ads alongside search results for specific ‘keywords’ or search queries.”

244 MCcCARTHY, supra note 7, § 23, at 69.

[nterstellar Starship Servs., Lid. v. Bpix, Inc.,, 304 F.3d 936, 944 (9th Cir. 2002)
. %5¢¢, 6,9, New York State Soc. of Certified Pub. Accountants v. Eric Louis Assoclates, Inc., 79 E Supp. 2d 331, 342 (S.D/N.Y.

1999),
27 Rothman, supra note 54, at 172,
%4 MeCARTHY, supra note 7, § 23, at 188, § 25, at 69,
129
1d,
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with the actual mark owner, courts have
found initial interest confusion simply be-
cause consumers landed “somewhere in
cyberspace” that they did not intend to
go—even if just for a few seconds.”™ As
with cybersquatting, however, these cases
are no longer directly applicable. Most
search engines no longer use metatag tech-
nology.”!

Nowadays, companies take advantage
of search engine results in other ways, of-
ten by paying for their links to be ranked
high on the list of "hits” for specific
keywords—frequently consisting of trade-
marked words or phrases.!® Additionally,
companies can pay search engines for ad-
vertising space associated with these key-
words.™*® When Internet users enter the
keyword into the search bar, “the search
results screen, in addition to the usual list
of results, also shows ‘banner advertising’
or ‘sponsored links” to the companies that
bought the right to have their link ap-
pear.”1% While the keyword may encom-
pass another entity’s trademark, the pur-
chasing company’s banner advertisements
or sponsored links usually do not refer-
ence the other entity’s mark.’® Instead,
the ads provide words and graphics associ-
ated with the purchasing company and its
own products or services.’® Nonetheless,
many trademark owners erroneously’™
complain that search engines are respon-
sible for trademark infringement, claim-

13014, at §25:60.
Blgee i,

214, at § 25:70:25.
13874,

g,

1351‘1‘.

135M.

ing that in selling the trademarked word
or phrase as a keyword, search engines
are also selling the mark itself.!® Addi-
tionally, mark holders sue seatch engines
and advertisers, claiming that keyword
advertising confuses users into believing
that the ads associated with the keywords
are authorized or approved by the un-
derlying mark holder™ Over the last
few years, many companies have pursued
trademark infringement claims involving
keyword advertising, frequently rooted in
theoties of consumer diversion.'®

B. Emergence of the Savvy Online
Consumer

Consumers learn quickly, and many tech-
nologies that were once confusing are now
regarded as vital tools for online research
and consumption. User-friendly search en-
gines and high-speed connections allow In-
ternet users to locate vast amounts of in-
formation and transition rapidly betweer
pages. Shoppers can read reviews (from
experts and fellow consumers, but also
from paid reviewers), compare products
side by side, and easily locate the low-
est prices. Not sutprisingly, most users
are savvy enough to target and refine their
seatches and avoid many unwanted ad-
vertisements.*!  Reacting to this height-
ened level of sophistication, online maz-
keters have increasingly fragmented ad-

¥ These claims are unsuccessful because search engines only sell the advertising space associated with the search—not the
underlying trademark itself. See generaily Matthew A. Kaminer, The Limitations of Tradewmrk Law in Addressing Trademark Key-

word Banners, 16 SANTA CLARA HicH TECH. L.J. 35, 37 (2000).

1384 MCCARTHY, supre note 7, § 25, at 70,
1 1d,

105, £.¢., Network Automation, Inc. v. Advanced Systems Cancepts, 638 F.3d 1137, 1152-54 (9th Cir. 2011).

1 Ges Hung, supra note 29, at 666,
Mg,
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vertisements to reach smaller niche groups
that are able to readily distinguish between
products.™*  This suggests that courts
should also be willing to weigh the in-
terests of nonconfused consumers before
eliminating a competing use from the mar-
ketplace.

In some ways, courts have begun to
respond to the increasing sophistication
of the modern Internet user™ A re-
view of Ninth Circuit caselaw for exam-
ple demonstrates the evolving judicial as-
sessment of the average online consumer.
The cases discussed below do not necessat-
ily involve survey evidence of confusion.
They are presented solely to illustrate judi-
cial acknowledgement of average Internet
user sophistication—which is at odds with
many courts’ continuing focus on the mi-
nority during the infringement analysis,

In the 1999 initial interest confusion
case, Brookfield Communications, Inc. v, West
Coast Entertainment, Corp., the Ninth Cir-
cuit determined that the defendant’s URL

“moviebuff.com” infringed the plaintiff’s
“MOVIEBUFF” softwate mark.'*  The
court based its decision on two general as-
sumptions regarding online consumer be-
havior.®  Primarily, the court believed
that instead of consulting search engines,
consumers would blindly guess at web
addresses until they reached the desired
URL." While this may have been true for
novice Internet users in the 1990s, the court
failed to note that such behavior “wasted
time, ignored the existence of search en-
‘gines, and was a boon to Internet cyber-

squatters.”’  Additionally, the court op-

erated under the overall presumption that
users were easily frustrated and misled
by the online environment—a presump-
tion that endured throughout most circuits
for nearly a decade.**® Howevet, the Inter-
net and its users have evolved since 1999,
and the Ninth Circuit has since adopted a
more sophisticated portrait of the average
online consumet.

By 2002, in Interstellar Starship Services v.
Epix, Inc., the Ninth Circuit had acknowl-
edged that Internet users had mastered the
ait of trial and error in their searches.™*
Holding that the defendant’s use of the do-
main name “epix.com” for a photograph
website did not cause a likelihood of ini-
tial interest confusion with plaintiff’s elec-
tronic imaging brand, “EPIX,” the court
stated that “any consumer locking for
Epix, who mistakenly guessed that it could
be found at www.epix.com, would realize in
one hot second that she was in the wrong

place and either guess again or resort to a

search engine.”**

Then in 2010 the Ninth Circuit rec-
ognized an even higher level of online
consumer sophistication, In Toyota Motor

‘Sales, Inc, v Tabari, the court found that

that the defendant’s domain names “buy-
a-lexus.com” and “buyotleaselexus.com”
did not infringe on the plaintiff’s “LEXUS”
mark.”™  The court indicated that con-
sumers’ momentary hesitation when view-
ing the domain names was “sensible ag-
nosticism” rather than confusion.’®® It fur-
ther clarified that:

"SMartineaw, supra note 16, at 355 (explaining that “fp]resumptions about consumer behavior can be especially important in
"cyberspace infringement cases, because the ever-evolving Internet is new territory for both judges and consumers alike.”)
MBrookfield Comme'ns, Inc, v. West Coast Entm't. Corp., 174 F3d 1036, 1041-45 (Sth Cir. 1999).

5y,

146 Id.

197500 Martineau, supra note 16.
¥ Byookfield, 174 E3d at 1036.

Plnterstellar Starship Services, Ltd. v. Bpix, Inc., 304 F.3d 936, 946 {9th Cir. 2002).

804,

BMoyota Motor Sales, Inc. v. Tabari, 610 F3d 1171, 1175-79 (9th Cir. 2010}

lSQId_
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[Clonsumers who use the
internet for shopping are gen-
erally quite sophisticated about
such matters and won’t be
fooled into thinking that the
prestigious German car manu-
facturer sells boots at mercedes-
boots.com, or homes at mer-
cedeshomes.com, or that com-
castsucks.org is sponsored ot
endorsed by the TV cable com-
pany just because the string of
letters making up its trademark
appears in the domain.’>

Similarly, in its 2011 opinion in Nefwork Au-
tomation, Inc. v, Advanced Systems Con-
cepts, Inc., the Ninth Circuit stated that
“the default degree of consumer care is be-
coming more heightened as the novelty of
the Internet evaporates and online com-
merce becomes commonplace.”1% In that
case, two companies—Network Automa-
tion and Advanced Systems Concepts—
both advertised their software products on
the web.1®> Network purchased the key-
word encompassing one of Advanced Sys-
tems’ trademarks and advertised its own
product using sponsored links.*®  The
opinion emphasized the need for flexible
application of the law in the context of
emerging technologies and ultimately held
that Network’s use of the Advanced Sys-
tems’ trademark as a search engine adver-
tising keyword was not likely to cause ini-
tial interest confusion.’®

As the progression of Ninth Circuit
caselaw demonstrates, the average Internet
user is increasingly savvy. This consumer
knows what she is looking for and how to

by 8

get it. She is likely in a prime position to
assess Internet efficiency and suggest ways
in which the technelogy can be improved.
And chances are, she often falls into the
nonconfused consumer group. This Arti-
cle asserts that the intetests of savvy on-
line consumers should also be factored in
a proper trademark infringement analysis.

C. Costs of Ignoring the 85 Percent

The overarching goal of trademark law is
indeed to protect all consumers. There-
fore, when only 15 percent of consumers
may be confused (in some cases, only very
briefly and/or not to the point of affecting
the ultimate purchasing decision), courts
should not disregard, as they now do, feed-
back from or about the nonconfused 85
percent.’® The practice of issuing injunc-
tions in weak cases is particularly con-
cerning in the online infringement context,
as nonconfused survey participants often
fit the “sophisticated consumer” mold de-
scribed above.’”  The Internet is obvi-
ously one of society’s most useful tools—
and by catering to a confused minority, es-
pecially if only slightly or temporarily con-
fused, courts risk imposing undue limita-
tions on speech, interfering with healthy
market competition, and chilling innova-
tion.

In other words, nonconfused con-
sumers may incur losses when use of a
trademark is enjoined to protect a small mi-
nority (15% or even less} of confused con-
sumers. Sometimes—though not always—
the loss will be significant. In the following

Betwork Automation, Ine. v. Advanced Sys. Concepts, Inc., 538 E3d 1137 {9th Cir. 2011).

13514, at 114244,
1561{11‘
15714, at 1154

198 Exxon Corp. v. 'Texas Motor Fxchange, Inc., 628 F.2d 500, 507 (5th Cir. 1980) (finding that a survey demonstrating confu-
sion levels of 15% constituted “strong evidence indicating a likelihood of confusion”); see also James Burrough Ltd. v. Sign of
Beefeater, Inc., 540 E2d 266, 279 (7th Cir. 1976) (stating that 15 percent confusion is not small ntor de minimis).

18 petwork, 638 F3d at 1152-54.
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pages, this Article identifies factors that a
court could take into account in evaluating
such loss.

1. Limiting Free Speech

Questions regarding the permissibility of
web content arise in varying legal con-
texts and often require courts to engage in
“big picture” analyses of costs and ben-
efits associated with content allowance.
The authors of this Article submit that the
current judicial approach to online First
Amendment vielations is far more holis-
tic than the very same courts’ apptoach to
online trademark infringement. To illus-
trate, we juxtapose the judicial approach
to web-based Establishment Clause issues
. with online trademark issues. While Es-
tablishment Clause jurisprudence’®—Iike
trademark law—places some restrictions
on web content to promote public welfare,
Fstablishment Clause standards are often
more conscientious of—and beneficial to—
the majority than those used in the trade-
mark confusion analysis.'®* The dichotomy
is particularly apparent in the context of re-
ligious content on public school websites.
The First Amendment generally pro-
hibits government entities {including pub-
lic schools) from promoting or condemn-

ing religion.!®? Courts invoke several tests
to analyze whether a particular govern-
mental practice violates the Establishment
Clause.*® Under the Lemon test, a court
must determine 1) whether a law or gov-
ernment action has a bona fide secular
purpose; 2) whether state action has the
primary effect of advancing or inhibiting
religion; and 3) whether the action ex-
cessively entangles government with reli-
gion.’®* Similarly, the “endorsement test”
inquires into whether a government prac-
tice amounts to an endorsement of reli-
gion.® Under the endotsement approach,
a government action is invalid if it causes
a reasonable, objective, and informed ob-
server to perceive that the action is ap-
proving or disapproving of religion.'®® Fre-
quently, the endorsement test is subsumed
into the first two prongs of the Lemon anal-
ysis,

In the context of public schoels’ on-
line practices, the Hstablishment Clause
prohibits school websgites from promoting
or condemning religion by way of text,
graphics, videos, links, or any other vir-
tual media.® To determine whether a
public school website violates the Hstab-
lishment Clause, courts have considered 1)
whether the website is secular in putpose;
2) whether “it would be objectively reason-

¥ The Establishment Clause of the First Amendment to the US Constitution states: “Congress shall make no law respecting
an establishment of religion, or prohibiting the free exercise thereof.” U.5, CONST. amend, T,

Vl50e, e.9., Lemon v. Kurtzman, 403 U8, 602 (1671,
1621y,

18314 ;at 61213,

dyg,

5] ynch v. Donnelly, 465 1.8, 668, 690-91 {1984).
1661,1

167 56¢, e.g., Harper v. Poway Unified School Dist., 545 T Supp. 2d 1072, 1092-93 (S.D. Ca. 2007). In that case, a student alieged
that her school district violated the Establishment Clause by 1) posting links on the school website that expressed a theologicat
position in acceptance of homesexuality and 2) assigning a student detention for wearing a T-shirt that said “Homosexuality
is shameful.” The schocl maintained that the webpage was for secular purposes only, intended to help parents deal with
students’ issues regarding homosexuality. After evaluating the webpage-—coupled with the school’s detention practices-~the
court determined that “a reasonable, informed and objective observer would find that the purpose of the District in creating
and maintaining its website was primarily geared toward promoting tolerance, fostering a supportive environment for all stu-
dents and protecting the rights of homasexual students,” It further noted that “a reasonable, informed and objective observer
would not view the principal and primary effect of defendants’ inclusion of the website links at bar as adopting one partic-
ular religious viewpoint.” The court alse opined that the site was predominantly secular In purpose and did not excessively
entangte government with religion. Ultimately, the court held that the school district’s actions were not In viclation of the
Establishment Clause.
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able to construe the [public school] action
as primarily sending a message that it en-
dorses or disapproves of religion”; and 3)
whether the public school’s online behav-
ior excessively entangles government with
religion.’®® Courts then restrict the school’s
virtual behavior based on the hypothetical
“reasonable, objective, and informed” ob-
server’s responses to online materials.'®

This short summary is meant to illus-
trate that the Establishment Clause sce-
nario parallels the online infringement
analysis in a number of ways. In both
situations, courts determine whether on-
line expression is permissible based on pet-
tinent viewer responses.’”® If web-users
would believe that a school is promoting
or condemning religion—or if consumers
would be confused as to the soutce, spon-
sorship, or affiliation of a product—the
questionable web content is prohibited.’”
While Hstablishment Clause jurisprudence
defers to the “reasonable, objective, and
informed” observer, as Pirst Amendment
law aims to protect this depiction of the
“norm,” tradermark jurisprudence seems to
cater only to the views of the confused mi-
nority (who may or may not be objective
and informed).!”

In most cases, the EHstablishment
Clause’s “reasonable observer” is thus
a more majority-friendly standard than
trademark law’s 15% Rule.’”® This is par-
ticularly appatent in the context of initial
interest confusion where survey evidence
demonstrating that a small minority of con-
sumers was simply diverted to a competi-
tor’s website for several seconds could be

181,
1954,
17074
wigg
Wy
w8
" Gee Part 1.

sufficient to compel an injunction!” By
basing infringement determinations on the
perceptions of a small minority, with Tittle
regard for majority viewpoints, trademark
courts likely restrict web content beyond
the bounds of what a “reasonable, objec-
tive, and informed” observer'”® would be-
lieve.

The authors wish to emphasize that
trademark-linked web restrictions, just like
Establishment Clause-based web restric-
tions, may impose limitations on free
speech rights for some groups—specificaily,
the groups that desire to produce or benefit
from the restricted content. These disser-
viced groups tend to be much larger in the
trademark context than in the Establish-
ment Clause context, howevet, patticularly
when courts issue injunctions under the
15% Rule. Trademark-based content prohi-
bition has the capacity to severely dimin-
ish consumers’ First Amendment rights
“to discuss, portray, comment, criticize,
and make fun of companies and their
products”’”® and may eliminate materi-
als that contribute to informed decision-
making and overall consumer autonomy.
This is entirely inconsistent with the Lan-
ham Act and core goals of trademark pol-
icy: to protect consumers and imptrove
the quality of information in the market-
place. As discussed in greater detail in
Part TII, this Article does not advocate re-
placing trademark law’s reliance on sur-
vey data with the Establishment Clause’s
“reasonable, objective, and informed” ob-
gerver test. It does, however, suggest that
courts evaluating survey evidence should

735ee Laura A, Heymann, The Reasonable Person in Tradentark Law, 52 ST. Louts U. L.J. 781 (2008), for consideration of
trademark law’s “reascnable consumer” through the lens of tort law’s “reasonable person” standarc,
YoMark A. Lemley, The Modern Lanham Act and the Deatl of Common Sense, 108 YALE L.]J. 1687, 1696 (1999).
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look deeper than the 15% confusion thresh-
old. Specifically, when a large majority
of survey respondents is not confused by
a particular online practice, courts should
thoroughly consider the perceptions of this
majority—as many of these respondents
may be “reasonable, objective, and in-
formed” consumers whose opinions could
lead to increased availability of quality in-
formation in the Internet marketplace.

2. Decreasing Competition in the Market-
place

The web offers an unparalleled platform
for healthy market competition. It boasts
the unique ability to level the playing field
between mega-corporations and mom and
- pop retailers—due, in part, to the ease
of online advertising, The Internet is the
only forum where a small business ownher
can become an international entrepreneur
overnight. Howevet, by regulating trade-
marks to protect only a small minoxity,
. coutts risk allowing global brands to flour-
ish while the Jittle guys flounder.'”

To illustrate this phenomenon, we re-
turn to the Starbucks discussion from Part
I. Starbucks maintains a stronghold over
its word mark and associated green met-
maid symbol. The company has the re-
sources to threaten litigation against any
online activity that may confuse (or tem-
porarily divert) coffee shoppers. For ex-
ample, Starbucks may sue when new com-
pany, XYZ Coffee, purchases the search
engine keyword “Starbucks” and adver-

tises pictures of its product—and its ac-

companying green fish logo—in sponsored
ads appearing directly above the organic
search results. XYZ hopes that this key-
‘word advertising will get the new XYZ
name out to Internet coffee shoppers. But

7Martineau, sipra note 16, at 345.

even if XYZ ads do not mention the Star-
bucks word or character mark, Starbucks
may be able to prove initial interest confu-
sion if it can show that 15 percent of con-
sumers were diverted to the XYZ website
after entering the search term “Starbucks.”
Even if the 15 percent metrely clicked the
XYZ link and returned to the search results
page after several seconds, courts may find
infringement. Further, even if many par-
ticipants reported that they benefitted from
XYZ's sponsored ads because, for example,
the ads helped them compare coffee prod-
ucts and prices, courts may enjoin XYZ's
practices without considering any verba-
tim feedback from the nonconfused major-
ity.

As the Starbucks example demon-
strates, online trademark regulation that
only protects the confused minority may
help major brands to monopolize marks
and associated aesthetics.””® In addition
to blocking lesser-known companies from
breaking into the online marketplace, these

judicial practices have the potential to hurt

consumers.”’”  In some cases, by allow-

ing initial interest claims to succeed when

- a majority of consumers are not confused,

courts may actually increase search costs for
savvy Internet users, which runs counter
to the consumer-protective focus of trade-
mark law. By failing to thoroughly ac-
knowledge the value in comparative shop-
ping practices—which may be expressed
in verbatim survey responses—courts risk
contradicting the fundamental concept of
“consumer soveteignty that underlies free
matket economy.” % '

3. Chilling Technological Innovation

In addition to limiting free speech and
decreasing competition, courts risk chill-

7814, Though courts have been reluctant in some cases to stop the “little guy.” See supra note 37 and accompanying text.

N fartineau, supra note 16, at 345,

18074, at 345-46 {quoting Professor Ross D, Petty of Babson College).
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ing technological innovation by basing in-
fringement determinations solely on statis-
tical data.

Efficiency is a prime goal of trademark
law; the Lanham Act attempts to facilitate
transmission of usefu! information in the
marketplace and to save consumer search
time.’®  The Internet is a valuable tool
for fulfilling these goals because it enables
consumets to research, compare, and pur-
chase products and services with increas-
ing speed and accuracy. As a society, pre-
sumably we all benefit from web innova-
tion. In fact, would we not want consumers
to expand and improve with it? Again, by
catering to a confused minority, courts risk
encouraging poor online shopping habits
that are associated with irrational decisions
and economic waste.

Companies regularly introduce new
technologies that promote efficient con-
sumption and enhance the speed and ease
of surfing the Internet. However, is-
sues arise when these technologies involve
trademarked words or phrases without
mark holders” approval. Again, we re-
turn to the concept of keyword adver-
tising to illustrate these concerns, as the
practice is highly litigated in the med-
ern trademark arena. By tracking con-
sumer responses and editing ads accord-
ingly, keyword advertising allows compa-
nies to reach a large audience at all stages
of the buying cycle!® and to optimize ad
performance. Because keyword advertis-
ing enables users to “shop around” and
compare products with ease, the practice
also has the potential to increase efficiency
for consumets., Verbatim survey responses
from nonconfused survey participants may
discuss these benefits-—but courts are not
likely to consider verbatim responses when

they have statistical evidence of confusion
or diversion from at least 15 percent of
respondents.’® [n these situations, some
courts will simply enjoin the mark use
based on the “magic” threshold percent-
age and in doing so, will eliminate the ef-
ficiency gains for the majority.

These paternalistic  determinations
could also impact technology developers.
Bearing trademark infringement liability,
developers may avoid future investment
in innovative marketing technologies. An
absence of new technelogies results in stag-
nation of the web—which ultimately leads
to stagnation of online consumers. Again,
these results run counter to the underlying
trademark policy goals of protecting con-
sumers and improving the availability of
useful information in the marketplace.

Overall, judicial reliance on statistics
without consideration of efficiency assess-
ments from all consumets may sighifi-
cantly hamper online practices that have
the potential to improve consumer produc-
tivity,. By deferring to the confused 15
percent without a comprehensive analy-
sis of the strength of confusion and level
of loss, courts may overlook the innova-
tive attributes of allegedly infringing ac-
tivity. Savvy consumers are in the best
place to evaluate new technology and dis-
cuss its contributions to efficient shopping
practices and informed decision-making.
It is therefore a tremendous oversight for
judges to ignore feedback from noncon-
fused consumets in the context of Internet
confusion.

181¢ee Bonewltz, supra note 49, at 900. Explaining that “economists have justified trademark law on the grounds that it

decreases consumer search costs.”

" Hung, supra note 29, at 647, A consumer may search for a type of product for the first time after realizing that she has a
need, she may engage in comparison shopping, or she may already know the specific brand that she intends to purchase.”

183 Gee supra Part 1.C.
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Ill. Going Forward: Recom-
mendations for Future
Evaluation of Survey Ev-
idence in the Context of
Online Confusion

A. Factoring In All Consumers

As Professor McCarthy opined rather aptly
“[s]ometimes, the most illuminating and
probative parts of a survey are not the
numbers and percentages generated by the
responses, but the verbatim accounts of the
responses. The respondents’ verbatim re-
sponses to the ‘why’ question may pro-
vide a window into consumer thought pro-
cesses in a way that mere statistical data
cannot.”¥  In light of the difficulties as-
sociated with crafting surveys to measure
online confusion,’® the increasing sophis-
tication of the average online consumet, %
and the significant costs that may be as-
sociated with ignoring feedback from or
about non confused users,'® judges must
look beyond topline statistics when consid-
ering evidence of confusion and whether
to impose a remedy. This Article advances
specific recommendations for future eval-
uation of survey data in both the tradi-
tional online confusion and initial interest
cenfusion contexts, It advances these rec-
ommendations because they would actu-
ally lead to a much better and richer im-
~ plementation of the central tenet of trade-
mark law, namely protecting the interests
of consumers, all consumers. Therefore,
courts should balance the benefits of reduc-

184 MCCARTHY, supra note 7, § 32, at 178,
¥3gee supra Part LB.3.

188 5ee supra Part ILB.

87 See supra Part ILC.

ing or eliminating a potentially confusing
use for a small minority against the costs to
the majority, weighing also the depth of the
potential confusion and the nature of the
costs to the others, Primarily, courts should
urge litigants to collect more detailed sux-
vey responses that encompass potential ef-
ficiency gains associated with allegedly in-
fringing online mark usage. Then, when
evaluating these responses, courts should
attempt to calibrate the evidence by consid-
ering the percentage of reported confusion
and the quality and quantity of efficiency-
related responses from nonconfused partic-
ipants.

Because some judges may still lack
complete familiarity with the Internet,'
the judicial tendency to rely on numbers
is pethaps understandable. This Article,
written in 2014, will be read by lawyers and
judges who use the Internet on a daily ba-
sis, including for activities such as shop-
ping and banking. As this type of behav-
ior gets more integrated into the commer-
cial and societal fabric, it may be easier to
convince courts to look beyond the topline
numbers. In the context of online con-
sumet confusion, mere numetical survey
results rarely if ever provide a clear enough
picture of the benefits and detriments of the
allegedly infringing use. While some unau-
thorized trademark practices may confuse
a majority of users and lead to easy deci-
sions, others may lead to enhancements in
consumet productivity and shopping prac-
tices. It is therefore vital that courts base in-
fringement determinaticns on accurate as-
sessments of these divergent practices.

Survey responses from savvy online

B8R othman, supra note 54, at 169. “Part of the reason some courts may have missed the mark in the Internet context is that
few members of the bench grew up as part of a cyber-savvy generation. While many jurists have quickly gotten up to speed,
others are not familiar enough with the technology to accurately assess what a reasonable Internet consumer would experience
when surfing the Web. The lack of familiarity with Internet technology and e-commerce has led to some absurd conclusions
about the Internet in the context of trademark infringement actions.”
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consumers can offer judges a window into
the innovative value of a particular prac-
tice. As discussed in Part LC.1., many sur-
veys ask participants to indicate why they
were or were not confused—and some-
times, to state what specific aspects of mark
presentation guided their answers. Re-
sponding to these prompts, participants
who were not confused may indicate that
the use was not confusing because, for ex-
ample, it was clearly labeled as an adver-
tisernent and appeared in the same place
or format that many websites use for ad-
vertising purposes (i.e. search engine side~
bars). Additionally, narrow why prompts
may compel some nonconfused respon-
dents to discuss the benefits associated
with an allegedly infringing mark use (i.e.
comparative shopping benefits associated
with keyword advertising). By contrast,
broadly phrased “why were you confused
or not confused” questions normally fail
to elicit efficiency data. Because efficiency
data are important to the overall infringe-
ment analysis—as trademark law aims to
save consumer search costs and improve
the presence of quality information in the
marketplace—courts should urge litigants
to include more targeted questions in their
surveys or be prepared to make negative
inferences if they do not.

Specifically, surveys measuring tradi-
tional confusion and initial interest con-
fusion on the Internet should include de-
tailed, open-ended questions that ask 1)
what visual, auditory, or interactive as-
pects of an allegedly infringing mark
caused {or did not cause) consumer con-
fusion; 2) whether the allegedly infring-
ing mark compromised Internet research
and/or the ability to locate the initially de-
sired webpage or data—and if so, how and
for how long; and 3) whether the allegedly
infringing mark improved consumer te-
search and/or the ability to find the ini-
tially desired webpage or data—and if 5o,

how. The last question in particular weuld
illuminate the potential costs to noncon-
fused users (or even those initially con-
fused) if the allegedly infringing use were
enjoined.

While it may seem daunting to evalu-
ate all verbatim replies, particularly when
large numbers of participants are sur-
veyed, judges may request summarized
response reports from litigants. Reports
should categorize verbatim responses ac-
cording to whether or not participants
were confused, then summarize the most
common responses for each question.
For example, when at least 10 per-
cent of the confused or nonconfused
group answers an open-ended question
in the same {or a sufficiently similar)
manner, the response—and accompanying
percentage—should be listed on the report.
In this way, courts can locate the prevailing
responses with relative ease.

B. Using A Methodical Approach To
Assess Confusion

This Article’s main point—that a likelihood
of confusion should not automatically trig-
ger an injunction once the 15% thresh-
old {of likelihood of confusion) has been
crossed without considering the interests
of the rest of consumers—focuses on the
potentially much greater role of verbatim
survey responses. The Article suggests that
when balancing the two sets of interests
(confused % v. not confused %), a court
should also consider the strength of the
confusion case itself. A small likelihood of
confusion of 15% balanced against a signif-
icant potential loss for the 85% is a different
pattern than a strong likelihood that 15% of
relevant consumers will be misled accom-
panied by no significant loss for the major-
ity.

There are thus two factors to con-
sider even before getting to what a sur-

e ———im = s - ——
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vey says about nonconfused consumers,
namely how many consumers are likely
to be confused (the percentage) and the
strength of the likelihood. This can be ex-
pressed as weighing (balancing) C x SC on
the one hand and NC x LL, on the other
hand, where:

* Cis the percentage of confused con-
sumers;

o SC is the strength of the Plaintiff’s
confusion case within the universe
of potentially confused consumers—
that is, the qualitative strength of
harm to the Plaintiff as well as con-
fused consumets in the absence of an
injunction;

* NC is the percentage of nonconfused
consumers (may well be 100-C but
there may also be a percentage of re-
spondents who fit neither in C not

NC});

* and LL is the level (importance) of
the loss, that is the interests of non-
confused consumers affected by a
possible injunction.

¢ 5C and LI are assessed on a 0-10
scale.

¢ While SC may theoretically be as-
sessed at (), the LL should never
be assessed < 1 because of uniden-
Hfiable losses. This means that
(even) without explicit evidence of
losses adduced by the defendant,
courts should attribute a minimum
weight of 1 X NC to the defendant’s
case, thereby requiring the plaintiff to
make a significant case for SCifher C
is low, that is, near or below the 15%
threshold).

In simple terms, this Article’s suggestion
is that when (C x SC) » (NC x LL) an in-
junction should in principle issue. Con-
versely, when (C x 5C) < (NC x LL), the
court should approach the matter with ut-
most caution and err towards refusing to
enjoin the use.'®

'This first equation in part replicates cux-
rent judicial behavior, as courts routinely
evaluate the strength of the plaintiff’s case
in determining whether to grant injunctive
relief. Our proposed method incorporates
the current multifactor test applicable in
the circuit in which the case is heard. For
example, courts judging the strength of the
plaintiff’s case on a scale of 1-10 may con-
sider the strength of the plaintiff’'s mark
and the proximity of the goods. The first
novel element introduced by the approach
of this Article is the suggeston that SC
should also depend in an online infringe-
ment scenario on several factors including
temporal ones (as in initial interest confu-
sion) and the novelty of the allegedly con-
fusing “technique” used by the defendant.
A plaintiff only alleging or trying to estab-
lish initial interest confusion would have
a very low SC (range of 1-2), for example.
This strikes the Authors as both logical and
defensible, yet we find little if any evidence
of this reasoning in court opinions.

A second novel element is more funda-
mental. It is weighing the interests of all
relevant consumers. This means attribut-
ing a relative weight (1-10) to the loss of
nonconfused consumers. In Part IT, the Ar-
ticle discusses factors to be taken into ac-
count when assessing LL in the online con-
text. Because in most cases there is no inde-
pendent advocate for consumer interests,
thig case can be made by the defendant,
though as the Article discusses below, in-
ferences can also be drawn from the plain-
tiff's verbatim survey data, both from what

189The equation as formulated is meant to capture the multifactor test(s), but not factors such as the defendant’s bad faith,
¥ close cases, courts could consider appointing a master or other expert to provide a more thorough analysis of the inter-
ests of all relevant consumers. This {3 a matter well beyond the scope of this Article, however. For a discussion see Michael
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it shows and what it fails to show.1™

This approach could be described as
nothing more than the full version of a bal-
ancing test that adequately reflects the nor-
mative basis of trademark law, considet-
ing the interests of all relevant consumer.
The approach is consonant with the hard
look that courts often take at othet aspects
of survey evidence.!”! It also seems fully
compatible with the approach taken by the
Supreme Court of the United States in eBay,
in part because it brought the “public in-
terest” (which presumably ovetlaps signifi-
cantly with the interests of consumers) into
focus as a valid equitable consideration in
a court’s decision to issue an injunction. %

C. Application Of Suggested Ap-
proach Using Verbatim Responses

To better ensute that trademark determi-
nations do not pose undue restrictions
on free speech, decrease healthy market
competition, ot hampet technological in-
novation, courts must consider verbatim
responses before ruling on infringement.
Specifically, all courts evaluating tradi-
tional online confusion and initial inter-
est confusion—rtegatrdless of the statistical
breakdown—should at least review sum-
marized response reports. Courts should
then modify the weight that they accord
to the survey by consulting the following
guidelines:!

» In cases where confusion levels are far above the threshold petcentage (i.e. a high
“C” in the equation proposed above) when, say, at least 40-50 percent of respon-
dents are confused, courts are justified in relying on methodologically sound sta-
tistical data regardless of whether participants acknowledge efficiency benefits in
their verbatim responses. Trademark law is supposed to be consumer-protective,
and 40-50 percent confusion rates suggest that an injunction may be warranted be-
cause a significant portion of the population is harmed by the use.

A. Johnson, The Waning Consumer Protection Rationale Of Trademark Lawe: Overprotective Courts And The Path To Stifling Post-Sale
Consumer Use, 101 TRADEMARK REP. 1320, 1324 (2011) (“The parties to trademark litigation are of little help in this regard.
They typically advocate for constumer interests oniy to the extent that it is beneficial to their own pesition, and their definition
of consumer interests may be more rhetorical volleys than empirically demonstrable assertions. Therefore, [ propose the addi-
tion of a third party to trademark litigation-a guardian ad litem of sorts—who would conduct surveys, advocate for consumers
more generally, and advise the court of relevant consumer interests and how to shape consumer expectations in a way that will
protect those interests.”) A proposal to that effect had also been made earlier by Professor David Lange of Duke University
School of Law,

¥l¥or example, in putting an apparent end to Starbucks’ 12 years of efforts to stop the use of CHARBUCKS by a café /roastery
in New Hampshire, the Second Circuit noted that “the District Court was within its rights to conclude that the [Plaintiff's] sur-
vey had limited probative value because the defendant’s marks were not presented to survey respondents as they are actually
‘presented and packaged” in commerce,” Starbucks Corp. v. Wolfe's Borough Coffee, Inc., 2013 WL 6037227 at *9. For a more
complete history of the case, see siupra note 36.

¥ZeBay Inc. v. Merclixchange, L.L. C., 547 U.5. 388, 391 (2006) {The Court stated that a factor to consider is whethar “the
public interest would not be disserved by a permanent injunction.”). The Eleventh Circuit has suggested that this would also
extend to preliminary injunctions. See North Am. Med. Corp. v. Axiom Worldwide, Inc., 522 F3d 1211, 1228 (11th Cir.2008).
While eBay dealt with patent law, it was interpreted as applying to trademark law. See Voice of the Arab World, Inc. v. MDTV
Medical News Now, Inc. 645 R3d 26,33 (1% Cir 2011) (" Although eBay dealt with the Patent Act, in the cantext of a request for
permanent injunctive relief, we see no principled reason why it should not apply in the present case.”) The case concerned a
preliminary injunction issued to stop trademark infringement. See afso Reno Air Racing Ass'n, Inc, v, McCord, 452 F3d 1126,
1137-38 (Sth Cir.2006).

98 This paper provides a basic framework for determining when statistical evidence should and should not be accorded
significant weight. It does not purport to cover every possthle confusion scenario. If survey results in a particular online in-
fringement case do not fall within one of the enumerated guidelines - i.e. a confusion level of 3 percent and only 25 percent of
nonconfused participants report efficiency gains - then judges should exercise discretion based on the quality of the efficiency
responses, the facts of the case, the overall goals of trademark law, and the costs associated with ignoring majority viewpoints.
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* With a lower C (20-39 percent of participants expressed potential confusion), ver-
batim survey responses should hold more clout—as long as they contain pertinent
efficiency data. They can then be used to evaluate SC. Specifically, if NC is rela-
tively high (a significant number of nonconfused part1c1pants of, say, more than 50
percent) suggests that an allegedly infringing use is 1) making the Internet easier,
clearer, or quicker to navigate, or 2) providing important consumer information
that leads to informed online decision making, statistical data is insufficient to jus-
tify an infringement determination on its own. These results indicate that more
than half of consumers are not confused and that more than half of the majority
group has acknowledged benefits that align with the ultimate goals of trademark
law. In light of the facts of in a particular case, courts should: 1) decline to find in-
fringement because the readily apparent consumer benefits significantly cutweigh
the refatively low confusion level, 2) consider the survey in light of other perti-
nent factors** to evaluate SC (and possibly LL) because the consumer benefits only
slightly outweigh the confusion level or the confusion level only slightly outweighs
the consumer benefits, or 3) place controlling weight on other pertinent factors'®®
to evaluate LL because consumer benefits and confusion levels are equally persua-
sive and, therefore, the survey does not favor the plaintiff or defendant. In cases
involving initial interest confusion, courts should be especially cognizant of the
level of consumer harm as compated to the asserted consumer benefits. In situa-
tions where the harm identified by the 20-39 percent is relatively smali—i.e. sec-
onds of easily-remedied diversion—and the benefits involve significant consumer
efficiency gains, courts should lean heavily toward a finding of non-infringement.

* Finally-—and most importantly—in cases where C is low (fewer than 20 percent of
respondents) and pertinent efficiency-related survey responses are present, verba-
tim responses used to evaluate SC and LL should hold controlling weight or the
overall survey results should be eliminated from the infringement analysis. Specif-
ically, when NC is very high (for example, 80 percent of respondents are not con-
fused) LL should be evaluated by determining using verbatim answers whether an
allegedly infringing use is 1) making the Internet easier, clearer, ot quicker to nav-
igate, or 2) providing important consumer information that leads to informed on-
line decision making—statistical confusion rates held no persuasive weight. These
survey results indicate that the vast majority of participants are not confused, and
that many of them have identified important efficiency benefits associated with the
allegedly infringing mark. NC X LL should thus outweigh C X SC. Depending on
the particular facts of a case, courts should ultimately 1) find non-infringement in
light of the countervailing efficiency gains, or 2} if the efficiently gains are not suffi-
ciently persuasive to direct a finding of non-infringement, abandon reliance on the
survey entirely and shift the focus of the infringement analysis to other pertinent
factors to evaluate SC and especially LL.1*¢ Additionally, when initial interest sur-
vey evidence reflects diversion rates of less than 20 percent and courts are presented

4Fqar example: the strength of the plaintiff's mark, the type of goods and degree of care likely to be exercised by the pur-
chaser, and the labeling and appearance of the advertisements and the surrounding context on the screen displaying the results
page. See Network Automation, Inc. v, Advanced Sys. Concepts, Inc,, 638 E3d 1137 (9th Cir. 2011).
195
1d.
%8 5ee I1d.
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evidence of efficiency gains from at least 40 percent of non-diverted participants,
courts should decline to find infringement—as the harm is likely negligible and the

efficiency gains are readily apparent.

The proposed approach would allow
for flexible application of the law in re-
sponse to rapidly evolving Internet tech-
nology. The approach is malleable and
should only serve as a reference point for
courts evaluating traditional confusion and
initial interest confusion in the online mar-
ketplace. Theguidelines are are meant to
implement what this Article considers as
the necessary balancing test that looks be-
yond even a shallow likelihcod of confu-
sion of 15% (or even less) of consumers.
It considers both the interests of noncon-
fused users (and the losses that enjoin-
ing a specific online use might entail) and
the depth of the likelihood of confusion.
By abandoning reliance on mere statistical
summaries of survey data and considering
these guidelines, courts would thus render
infringement decisions that better comport
with the overarching goals of trademark
law: protecting all consumers and ensuting
the presence of high quality information in
the marketplace.

Conclusion

Trademark law is grounded in consumer
interests and, at its core, aims to promote
efficiency and safe shopping practices for
all members of the consuming public. Yet
courts often enjoin a defendant’s use of a
plaintiff’s mark upon a showing that only
15 percent of consumers are likely to be
confused. By relying heavily on threshold
statistical evidence of likelihood of confu-
sion, courts often fail to account for the in-
terests of a majority of relevant consumers.
The practice is therefore at odds with the
underlying focus of trademark law—that
is, to protect all consumers, not just the
confused minority.

We contend that survey evidence show-

ing a 15 percent likelihood of confusion
should no longer automatically trigger an
injunction. Rather, we propose that courts
utilize consumer survey data (both quali-
tative and quantitative) to engage in a bal-
ancing test that encompasses the interests
of all relevant consumers. Under our pro-
posed test, the percentage of confused con-
sumers (C) and the strength of the likeli-
hood of confusion (5C) are weighed against
the percentage of nonconfused consumers
(NC} and the level of loss if an injunction
issues (LL). If {C x 3C) » (NC x LL), an in-
junction may be warranted. If, however, {C
x SC) < (NC x LL), courts should ert against
enjoining the defendant’s use. Under these
guidelines, infringement determinations
will better comport with the consumer-
protective and efficiency-promoting goals
of trademark law.

The benefits of our proposed balancing
test are perhaps most apparent in the con-
text of online trademark infringement, as
trademark regulation on the Internet can
impose heavy limitations on speech, de-
crease competition in the marketplace, and
hinder technological advancement. Be-
cause savvy online consumers have the
ability to recognize and promote beneficial,
innovative web practices, their intetests
should be fully incorporated into the in-
fringement analysis. By prompting courts
to exarnine SC and LL in addition to the per-
centage of likely confusion, our proposed
balancing test provides a panoramic view
of the costs and benefits associated with en-
joining an online trademark use for all rel-
evant online consumers. This helistic anal-
ysis will help ensure that online infringe-
ment determinations adhere to the under-
lying goals of trademark law while keeping
in step with the rapidly evolving Internet
and its rapidly evolving users.




