BUSINESS

by William M. Borchard

Trademarks: How Do They Work?

Atrademark is a word, logo, package
design, or combination used by a manu-

facturer or merchant to identify his or her

goods and distinguish them from others.
Unlike patents and copyrights,
trademarks are registered by the
federal government as well as by
all states. However, a state-regis-
tered trademark only provides pro-
tection in that state. Even then,
federal law may have precedence.

Trademarks include:

+ brand names, identifying
goods (such as Lucent for
telecommunications products),

« trade dress, consisting of the
graphics, color, or shape of goods
or packaging (Owens Corning owns
the color pink for insulation),

- service marks, identifying services
(such as Halliburton does for servicing
oil-well drilling),

+ certification marks, identifying goods
or services that meet specified qualifica-
tions (such as UL for products meeting the
standards of Underwriters Laboratories,
Inc.), and also

- collective marks, identifying goods,
services, or members of a collective orga-
nization (such as ECTF for members of the
Enterprise Computer Telephony Forum).

The same legal principles generally apply
to all of these terms, often called “marks.”
Under trademark law, however, you can pro-
tect the trade dress of a product (as distin-
guished from its packaging) only if you can
prove that its color and other features have
become identified with the producer and are
nonfunctional. Making this proof can be dif-
ficult, so it may be preferable to protect the
product’s appearance under the copyright
law (see The Industrial Physicist, December
2000, pp. 31-33) or under the design-
patent law (see The Industrial Physicist,
August 2000, pp. 26-27).

Obtaining rights

You do not need to register a mark to
have your exclusive rights to it protected. You
automatically acquire trademark rights in the

geographic area of use simply by putting it
on goods or by displaying it in the selling or
advertising of services. You can stake out
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trademark rights before using a mark by
applying to register the mark in the U.S.
Patent and Trademark Office with a state-
ment that you have a bona fide intention to
use the mark in interstate commerce.

If you wish to adopt a new trademark,
your attorney should first obtain a search
report. Someone may already have rights
to that mark as a result of applying for or
obtaining a federal or state trademark reg-
istration, or even by using the mark without
registering it.

A company abroad can base its U.S.
application on a trademark it holds—or
has applied for in the last six months—in
the country where it is based or where it
has an established commercial operation.
Either case requires a statement of intent
to use the mark in commerce with or within
the United States.

A federal trademark application under-
goes an examination, and it will be refused
if, among other things, the mark is:

- generic for the applicant’s goods or
services—you cannot trademark “tele-
phone” for a communications device,
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« immoral or scandalous,

- a flag or coat of arms of the United
States or any other governmental entity,
domestic or foreign,

- the name, portrait, or signature of a

living individual without consent,
- confusingly similar to someone

%COHEREI—E else’s trademark,

merely descriptive of the
goods or services,
- deceptive as to the particular
goods or services, or
- functional, that is, competitors
would have to use the same trade-
mark to compete effectively.

When issued, which normally takes
more than a year, a federal trademark
registration has substantial advan-
tages because it:

- confers priority rights that apply
nationwide,

- will be listed on search reports
obtained by others,

- is evidence of the registrant’s exclu-
sive ownership rights,

+ is required for increased remedies
against counterfeiters,

+ gives federal courts jurisdiction, and

+ can be recorded with the U.S. Cus-
toms Service to prevent importation of
goods by infringers or by foreign licensees
that you do not own.

To maintain a federal trademark registra-
tion, you must file a declaration during the
sixth year after issuance that the mark is
in commercial use. You must also renew
the registration every 10 years with a simi-
lar declaration of continued use.

Trademark rights continue as long as you
neither abandon the mark nor permit it to
become a generic term (Bayer lost its U.S.
trademark for aspirin because the word
became generic). To prevent the trademark
itself from becoming a generic name, you
should develop a common name for each
unique product or service. Federal law pro-
vides that failure to use a mark for three con-
secutive years is ordinarily proof of an inten-
tion to abandon it, which can allow someone
else to claim exclusive rights in the mark.
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Anytime before a mark is registered, you
can use the informal symbol TM (for trade-
mark) or SM (for service mark) to indicate
that you claim trademark rights. After feder-
al registration, you can use one of three
trademark notices: the symbol ® , the
phrase “Registered U.S. Patent and Trade-
mark Office,” or “Reg. U.S. Pat. & Tm. Off.”
Notice is not mandatory, but you must use
it to recover damages from an infringer who
did not know of your registration.

In the United States, unlike many other
countries, you are normally considered a
mark’s owner if you are the first user, even
if someone else applied first to register it.
As the owner, you may use a trademark or
license someone else to use it. However,
you must establish and enforce quality-
assurance standards for licensed goods or
services. Similarly, you may assign the
mark to someone else, but this requires
that the assignee sell substantially the
same goods or services.

It is an infringement for someone else to
use the same, or a confusingly similar trade-
mark, on the same or closely related goods
or services in the same geographical area.
The federal trademark law also protects
against the use of false or misleading state-
ments of fact in advertising or promotion.

In addition, even if there is no likelihood
of confusion, the federal law and some
states protect the owner of a highly dis-
tinctive or famous mark against the blur-
ring of its distinctiveness or the tarnishing
of its image. For example, Teletech.com
lost its Internet domain name because it
blurred the mark of Teletech, a provider of
telephone and Internet services; and an
off-color comedian had to stop using the
name Kodak because doing so tarnished
the Kodak mark for cameras and film.

Although some states have criminal
penalties for certain trademark infringe-
ments, the federal government does not.
Civil remedies available under the federal
and most state laws include:

+ an injunction against future infringe-
ment, which is the only remedy against
printers, publishers of periodicals, domain
name registrars, and electronic communi-
cations distributors who print or transmit

infringing paid advertisements but prove
they are innocent infringers;

+ the infringer’s profits;

- damages for past infringement suf-
fered by the owner of the mark (which may
be trebled under federal law);

+ destruction of all materials bearing the
infringing mark and sometimes the recall of
infringing goods from the market; and

+ the costs of the action, and in excep-
tional cases, reasonable attorney’s fees.

Trademark counterfeiting

There are criminal penalties and stiffer
civil remedies under federal and some
state laws for knowingly dealing in goods
or services using a counterfeit mark, such
as, for example,an aircraft engine replace-
ment part with a fake trademark.

The federal criminal penalties are:

- a fine of up to $2 million for individu-
als ($5 million for subsequent offenses),
imprisonment for up to 10 years (20 years
for any subsequent offense), or both; and
a fine for corporations or partnerships of
no more than $5 million ($15 million for
subsequent offenses);

- seizure of the enterprise’s vehicles,
equipment, and storage facilities; and

- destruction of articles bearing the
infringing marks.

The federal civil remedies are:

- seizure of the goods, counterfeit
marks, means of making the marks, and
relevant business records,

+ mandatory treble damages and attor-
ney’s fees (including investigator’s fees), and

- instead of actual damages and prof-
its, the trademark owner may elect statuto-
ry damages, which the judge can set at
$500 to $100,000 for each type of good
or service for which each counterfeit mark
is used (subject to an increase to
$1,000,000 for willfulness).

International protection
You generally can obtain foreign trade-
mark protection only on a country-by-coun-
try basis. In most countries, you acquire
rights merely by filing an application,
although within three to five years after
receiving registration, you normally must
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make local use of the registered mark to
maintain its validity.

A centralized registration procedure is
available in Belgium, the Netherlands, and
Luxembourg to all applicants. A European
Community Trademark registration covers
all 15 members of the European Union.
Other regional centralized filing procedures
exist for members of the Madrid Agree-
ment and other treaties, but the United
States has not signed these pacts. A new
treaty called the Madrid Protocol makes
centralized filing and registration proce-
dures available in an increasing number of
countries. Although the United States has
not yet ratified this agreement, it probably
will do so by the end of 2001.

Trademark licensing is an important
aspect of international trade. However,
many countries require you to record licens-
es or to register permitted users, and fail-
ure to do so can invalidate the trademark.

You can register one or more domain

names having an approved suffix (such as
.com, .org, or .net) in the United States, or
a country code suffix (such as .uk, .ca, or
.Jp) in other countries. An approved reg-
istry will accept a name as long as it dif-
fers from all others, even if the difference
is only the addition of an “s” or a hyphen.

If someone acting in bad faith registers
your trademark as a domain name, you
may have remedies. You can start an inter-
national online arbitration proceeding for
an award ordering the transfer of the
domain name to you. You also can start a
court action for the same remedy and for
actual damages and profits or, at your
election, for statutory damages. If you
seek statutory damages, they can range,
at the judge’s discretion, from $1,000 to
$100,000 per domain name.

Many Internet issues involving trade-
marks remain unresolved. These include
whether you can link to someone else’s
Web site by putting their trademark on your

Web site, whether you can bypass some-
one else’s advertising by deep linking to
their secondary Web page, whether you can
mask someone else’s advertising or sub-
stitute your own advertising by maintaining
your Web site’s frame when linking to the
other site, whether you can include some-
one else’s trademark in your Web site’s
metatag section, and whether you can pre-
vent a search engine from selling your
trademark to someone else as a keyword
triggering their own banner advertising.

In marketing, a trademark can enable
your product or service to be readily cho-
sen over others, and when trade-secret,
patent, or copyright protection is not avail-
able, the marketing value of a trademark
may be your best advantage.
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