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Is something afoot?

“Ordinary observer” test used to
determine design patent anticipation

Design patents can be declared invalid if a court finds
that the design wasn't new and original — that, in the
patent vernacular, the design was “anticipated.” But how
can you tell whether a design was, in fact, anticipated?

In International Seaway Trading Corp. v. Walgreens Corp.,
a case involving the design of footwear, the Federal Cir-
cuit Court of Appeals looked specifically to the “ordinary
observer” test to determine whether the design patent in
question was invalid based on anticipation.

Sole of the matter

Seaway owns three patents for substantially similar
designs for the casual, lightweight footwear com-
monly referred to as clogs. In February 2008, Seaway
sued Walgreens, claiming the retailer infringed the
patents by selling allegedly infringing shoes. Wal-
greens moved for summary judgment, arguing that
Seaway’s patents were invalid because the designs
were anticipated by two models of clogs sold and
patented by Crocs Inc.

The district court granted summary judgment, find-
ing that the Seaway patent designs were anticipated
by Crocs’ patent and, therefore, invalid. On appeal,

Seaway contended that the court erred by basing its
determination only on the ordinary observer test and
failing to apply the point of novelty test.

Citing the U.S. Supreme Court,
the Federal Circuit observed,
“It has been well established
for over a century that the
same test must be used for both
infringement and anticipation.”

In an earlier decision, Egyptian Goddess, Inc. v.
Swisa, Inc., the Federal Circuit changed the test for
design patent infringement. It held that the point
of novelty test should no longer be used. Rather,
the ordinary observer test should be the sole test
for determining whether a design patent has been
infringed. Until International Seaway, however, the
court hadn't ruled on whether the Egyptian Goddess
holding required a similar change in the test for
patent anticipation.




Court tracks its footprints

The Federal Circuit acknowledged that it had
previously applied a “dual test for anticipa-
tion identical to the then-applicable test for
infringement, namely the ordinary observer
and point of novelty tests.” It explained,
though, that applying the tests in the con-
text of infringement and anticipation was
necessarily different.

Generally, under the ordinary observer
test for infringement, the court compared
the patented design with the accused
design to determine whether an ordinary
observer would consider the two designs
substantially similar. When applying the
test for anticipation, the court compared
the patented design with the alleged
anticipatory reference — in this case, the
Crocs designs.

Under the point of novelty test for
infringement, the court looked at whether
the accused design appropriated the

Walgreens is tripped up

Despite the finding in International Seaway Trading Corp. v.
Walgreens Corp. regarding the proper test for patent antici-
pation (see main article), Walgreens didn't land a complete
victory. The Federal Circuit found fault with the district
court’s application of the ordinary observer test.

The district court concluded that a comparison of the shoes’
insoles wasn't required, as the insoles can't be seen while the
shoes are worn — or during “normal use.” But the appellate
court explained that “normal use” in the design patent context
extends from the completion of manufacture or assembly until
the article’s ultimate destruction, loss or disappearance.

The Federal Circuit found the point of sale in the case of a
clog “clearly occurs during its normal use lifetime.” And, at
the point of sale, potential purchasers can see the insole when
the clog is displayed or picked up for examination. Similarly,
removing a clog from a wearer’s foot, which would expose the
insole, falls squarely within the clog’s normal use lifetime.

The Federal Circuit, therefore, remanded the case for a deter-
mination of whether the differences between the insoles at

points of novelty of the patented design
by comparing the patented design to the
designs of prior art or prior inventions.
Similar appearance, the court pointed
out, isn’t sufficient to establish infringement under
the point of novelty test.

When applying the test for anticipation, the court
compared the patented design with the alleged antic-
ipatory reference to determine whether it appropri-
ated the points of novelty of the prior art reference
as determined by looking at earlier prior art.

Kicked to the curb

As the Federal Circuit observed, “It has been well
established for over a century that the same test
must be used for both infringement and anticipa-
tion.” The court cited the U.S. Supreme Court, which
proclaimed in 1889 that “that which infringes, if
later, would anticipate, if earlier.” In light of the
Egyptian Goddess holding that the ordinary observer
test is the sole test for infringement, the Federal Cir-
cuit concluded that it must logically be the sole test
for anticipation as well.

issue barred a finding of anticipation.

THREE

The court noted several problems inherent in the
point of novelty test in both the infringement and
anticipation contexts. For starters, the test is dif-
ficult to apply and encourages a focus on minor dif-
ferences between the allegedly anticipatory reference
and the patented design.

Further, the point of novelty test creates the need
to canvass the entire prior art to identify the points
of novelty. Finally, eliminating the point of novelty
test for anticipation would avoid the debate over the
extent to which a combination of old design features
can serve as a point of novelty.

Question resolved

The Federal Circuit's ruling in International Seaway
resolves a crucial question: whether the Egyptian God-
dess holding abandoning the point of novelty test for
design patent infringement also required a change in the
standard for anticipation. As in the past, the same test
will be used for both infringement and anticipation. O




Coffee break: Court lowers
bar for dilution claims

The Second Circuit Court of Appeals has made it
significantly easier for owners of famous marks to

obtain injunctions against similar marks. Its inter-
pretation of the Trademark Dilution Revision Act of
2006 (TDRA) came in a trademark case, Starbucks
Corp. v. Wolfe’s Borough Coffee, Inc., that has been
grinding through the courts for almost a decade.

Trouble brewing

Wolfe's Borough Coffee, operating as Black Bear Micro
Roastery, manufactures and sells roasted coffee beans
and related goods online and via mail order as well as
at a limited number of New England supermarkets. In
April 1997, the family-owned business began selling
a coffee called “Charbucks Blend” and later “Mister
Charbucks.”

In August 1997, Starbucks demanded that Black Bear
cease using the Charbucks marks. Starbucks eventually

filed suit, alleging, among other claims, trademark
dilution by blurring. After a trial, the district court
dismissed Starbucks’ complaint.

While Starbucks’ appeal was pending, Congress passed
TDRA. The Second Circuit remanded the case to the
district court for reconsideration in light of the statute,
and the district court again found for Black Bear.

District court roasted

TDRA defines “dilution by blurring” as “an associa-
tion arising from the similarity between a mark ...
and a famous mark that impairs the distinctiveness of
the famous mark.” The district court found that the
Charbucks marks didn’t blur Starbucks’ marks, largely
because the marks weren't substantially similar.

The Second Circuit agreed with the lower court that
the marks were only “minimally similar” but didn't
agree that the dissimilarity alone was sufficient to
defeat Starbucks’ blurring claim. The appellate court
held that the district court erred to the degree that
it required “substantial similarity.”

6 nonexclusive factors

Specifically, the court noted that the statute doesn’t
use the word “substantial” and, instead, lists the
degree of similarity between the marks as just one
of six nonexclusive factors for evaluating blurring
claims under TDRA. These factors are:

1. The degree of similarity between the mark or trade
name and the famous mark,

2. The degree of inherent or acquired distinctiveness
of the famous mark,

3. The extent to which the owner of the famous mark is
engaging in substantially exclusive use of the mark,

4. The degree of recognition of the famous mark,




5. Whether the user of the mark or trade name
intended to create an association with the famous
mark, and

6. Any actual association between the mark or trade
name and the famous mark.

Because the second, third and fourth factors favored
Starbucks and weren't appealed, the Second Circuit
went on to assess the fifth and sixth factors.

It held that where, as here, the allegedly diluting
mark was created with an intent to associate with

the famous mark, this factor favors a finding of a
likelihood of dilution — regardless of whether the
defendant acted in bad faith. The court also held
that the absence of actual or even a likelihood of
confusion doesn’t undermine evidence of trademark
dilution.

Starbucks gets another shot

The Second Circuit remanded the case for reconsidera-
tion of the dilution-by-blurring claim. In the mean-
time, its decision encourages owners of famous marks
to pursue dilution claims where an infringement claim
might fail. O

A game of confusion

Court addresses “likelihood”

Trademark disputes typically turn on whether a
likelihood of confusion exists between two marks,
so you might think an absence of actual confusion
would settle the issue. In University of South Caro-
lina v. University of Southern California, the Federal
Circuit Court of Appeals held that a lack of evidence
of actual confusion isn't necessarily the final word on
the likelihood-of-confusion issue.

The warmups

South Carolina filed a trademark application to register
its baseball logo — an interlocking S and C — for use
on clothing. Southern California opposed registration,
arquing (among other things) that the South Carolina
mark would create a likelihood of confusion with two
of its own marks (one for “SC” in standard character
form and one for an interlocking S and C).

The Trademark Trial and Appeal Board (TTAB) refused
registration of South Carolina’s mark, finding it
would create a likelihood of confusion with the
Southern California marks.

USC'’s at-bat

On appeal, South Carolina challenged the TTAB's
decision regarding three factors relevant to whether
a likelihood of confusion exists: 1) the similarity of

vs. “absence of actual”
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trade channels, 2) the care consumers employ when
purchasing the goods, and 3) the absence of evidence
of actual confusion. Here's how the university fared

in this particular at-bat:

Strike one! The TTAB found that South Carolina’s
and Southern California’s marks would appear on the




same classes of goods in the same channels of trade.
It therefore concluded that the channels-of-trade
factor weighed in favor of finding a likelihood of
confusion. The Federal Circuit agreed.

The TTAB found that the
absence of evidence of actual
confusion weighed only slightly
in South Carolina’s favor.

Strike two! As to the care consumers would use
when purchasing the goods, the TTAB found that the
goods would be subject to purchase by three types of
consumers: The first category comprised those with
a loyalty to and affinity for a particular school; such
consumers would exercise a degree of care in making
their purchases. But the TTAB found the other two
groups — those purchasing the goods as gifts and
“new or casual fans” — would exercise less care and,
thus, be susceptible to confusion.

The Federal Circuit agreed with South Carolina that
the TTAB's conclusions regarding the latter groups
were speculative and not supported by substantial
evidence. But it held that the error was harmless

because the TTAB had already found that the marks
were legally identical and would appear on the same
classes of goods in the same trade channels. These
factors supported a finding of likelihood of confusion
on their own.

Strike three! The TTAB found that the absence of
evidence of actual confusion weighed only slightly in
South Carolina’s favor. It gave the factor little weight
because the schools were located on different coasts
and participated in different athletic conferences,
precluding any significant opportunity for actual
confusion to have occurred.

South Carolina argued that the absence of evidence
of actual confusion created a strong inference that
there was no likelihood of confusion. The Federal
Circuit, however, held that the conditions under
which no actual confusion had occurred rendered the
absence largely insignificant to the analysis.

An exhibition

The court affirmed the TTAB's refusal of registration.
While the decision was deemed not precedential,
we are reminded that merely showing an absence
of actual confusion won't clinch the likelihood-of-
confusion analysis. O

Federal Circuit clarifies
penalty for false patent marking

Claiming a product is patented to help boost sales
may seem like a relatively foolproof idea. After all,
who's going to check?

Yet, if the scheme is discovered, federal patent law
takes a dim view of falsely marking an item as pat-
ented and can levy a penalty of up to $500 for the
offense. In the recent case of The Forest Group v. Bon
Tool Co., the Federal Circuit Court of Appeals made
clear just how costly the offense could prove.

Stilted language

Forest owns a patent for “an improved spring-loaded
parallelogram stilt” often used in construction proj-
ects. The patent specifically requires inclusion in the
stilt of a “resiliently lined yoke.” Forest marked its
stilts with the patent number.

Bon Tool sold an identical stilt manufactured with-
out a license from Forest. When Forest sued Bon
Tool for infringement, Bon Tool counterclaimed,




alleging false marking because
Forest’s stilts lacked the resil-
iently lined yoke.

The district court found that
Forest had falsely marked its
stilts with a patent number
with the intent to deceive the
public and fined Forest $500 for
a single offense of false mark-
ing. Bon Tool appealed, arguing
that the court erred in assess-
ing only $500 in penalties.

Boosted penalty

The federal false marking
statute calls for fines of “not
more than $500 for every such
offense.” The Federal Circuit
found that the plain language
of the statute requires the pen-
alty to be imposed on a per-
article basis. It held that “each
article that is falsely marked
with intent to deceive consti-
tutes an offense.” Imposing a
single $500 fine per continuous
act of marking would be insufficient deterrence and
render the statute “completely ineffective.”

The federal false marking
statute calls for fines of “not
more than $500 for every such

offense,” and the Federal

Circuit found that the plain

language of the statute requires
the penalty to be imposed on
a per-article basis.

The court, however, emphasized that district courts
have the discretion to assess the per-article fine
at any amount up to $500. In the case of inexpen-
sive mass-produced articles, it noted, a court can
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determine that a fraction of a penny per article is the
appropriate penalty.

A potentially new market

The Federal Circuit conceded that its ruling could
unleash “a new cottage industry” of false marking
litigation by plaintiffs who have not suffered any
direct harm. To perhaps counter this, the amended
Patent Reform Act (S. 515), which is (as of this writ-
ing) under consideration in Congress, contains a pro-
vision that would limit damages for false marking to
only the damages adequate to compensate the person
filing suit for an injury arising from false marking.

In light of this notable developing litigation threat,
patent holders would be wise to avoid such “marking
trolls” by reviewing their markings to ensure the pat-
ents remain valid and apply to the marked articles. If
there are any doubts regarding a mark’s or patent's
validity, the patent holder should contact an intel-
lectual property attorney to clarify the matter. O
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