23 Extension of the Concept of Confusion
under US Trademark Law®’

Industrial Property Right Expert Overseas Researcher: Takahiro Kojima“”

Along with the recent growth in property value attached to trademarks, as well as the advancement in
Internet technology, trademarks are now being used in ways never seen before. Due to such changes, the
traditional framework of trademark law—preventing confusion at the time of purchase of goods by protecting
trademarks' function to identify the source of origin of goods—is being shaken. One example of this trend is the
emergence of a view that trademark infringement should be found on the grounds of confusion that is created
among consumers or the general public before or after the time of purchase of goods. This study first reviews the
history of the extension of the traditional concept of “likelihood of confusion,” and then analyzes in detail the
issue of time-rvelated extension of the concept of confusion, which now includes “post-sale confusion” and
“initial interest confusion.” In this analysis, reference is made to the US trademark law, under which this issue
has already been discussed by courts and scholars. In the end, the study concludes that although the extension of
the concept of confusion should be approved in some cases, it is impermissible to extend the concept and
ultimately extend the scope of protection to a level that cannot be justified in light of the purpose and role of

trademark law.

I Purpose of Study

Along with the recent growth in property
value attached to trademarks, as well as the
advancement in Internet technology, trademarks
are now being used in ways never seen before.
Amidst this situation, the traditional framework of
trademark law—preventing confusion at the time
of purchase of goods by protecting trademarks'
function to identify the source of origin of
goods—is being shaken, and the concept of
confusion has been extended in terms of points in
time, and now covers “post-sale confusion” and
“initial interest confusion.” This study reviews
what type of theoretical background was behind
the movements toward extension of trademark
protection that have taken place thus far,
especially the extension of the concept of
confusion, and also examines to what extent such
extension is permissible in light of the purpose
and role of trademark law. Accordingly, as the
target of comparative law, this study takes up the
US trademark law under which the above issues
have already been discussed, in an attempt to
discover a desirable interpretation of the concept

of confusion under the Japanese trademark law.

The Trademark Act of Japan does not clearly
stipulate confusion as a requirement for finding
infringement of right. Nevertheless, as an
approach for determining whether or not the
mark in question is used as a trademark, it has
become an established view that, if the mark is
actually used but not in the manner harmful to a
trademark's function to identify the source of
origin of goods, infringement should be denied on
the grounds that such use of the mark does not
constitute the use as a trademark.' When
examining whether or not the defendant's use of
the mark harms the trademark's function of
identifying the source of origin of goods, a
question arises as to the scope of consumers or
potential consumers who are to be taken into
account as the reference targets, or at which point
in time these target consumers should be
demarcated.

In addition, after the Supreme Court
rendered a ruling on the Kozozushi case (March
11, 1997, Minshu Vol. 51, no. 3, p. 1055),2 more
court rulings have given consideration to the
likelihood of confusion among consumers. Also,
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irrespective of whether or not to require
confusion as a test for infringement, analysis on
confusion becomes relevant in the standard
process of determining similarity of trademarks,
in respect of which group of consumers should be
the reference targets and whether they are
traders or general consumers.

In the field of trademark law, courts have
recently rendered rulings in which they discussed
post-sale confusion or initial interest confusion.?
Thus far, we have not seen many court rulings
that permitted the time extension of the concept
of confusion in Japan, but looking at the present
situation where Internet trading is carried out as
an ordinary activity and Internet advertising has
increasingly diversified, it is anticipated that the
number of court rulings discussing initial interest
confusion will increase in the future. Therefore,
making a theoretical study on the time extension
of the concept of confusion is meaningful to some
degree under the Japanese trademark law.

Article 2, paragraph (1), item (i) of the Unfair
Competition Prevention Act directly stipulates
the likelihood of confusion as a requirement for
finding unfair competition. Hence, the discussion
concerning post-sale confusion and initial interest
confusion contemplated here will also provide
helpful insights for interpreting the likelihood of
confusion requirement.

The reason why this study focuses on the US
law is that US law has a large stock of court
rulings regarding new types of confusion.
Furthermore, academics in the US are carrying
out a wide range of meta-level study while
discussing the appropriateness of such new types
of confusion in connection with the rationale for
trademark protection. This point may be
extremely suggestive in the course of
interpreting the Japanese trademark law that has
a different legal framework.

I Outline of US Trademark Law

The US trademark law currently in effect is
the Lanham Act, enacted in 1946.* Under this Act,
“likelihood of confusion” is the most important
requirement for finding trademark infringement
both in relation to a registered mark® and an
unregistered mark.®

IT Establishment of the Concept of
Confusion under the US
Trademark Law, and the
Subsequent Extension of the
Concept

1 Initial extension of the concept of
confusion

(1) Related goods doctrine’

Until the 1910s, courts considered that in
order to find trademark infringement, the plaintiff
and the defendant must be in direct competition.®
The 1905 Act provided that trademark
infringement may be asserted if (i) the defendant
reproduces, counterfeits, copies or colorably
imitates a registered mark and (ii) the defendant's
mark and the registered trademark are affixed to
goods “with substantially the same descriptive
properties” (§16)°. As one background factor for
the judicial tendency to find trademark
infringement only in cases where there was such
competitive relationship, it is said that at that
time, the network for distribution and
transportation of goods had not yet been fully
developed in the US and goods were
manufactured and sold only within the respective
regions.!® Under such circumstances, goodwill
tended to attach to specific individuals or shops
but was less likely to attach to specific
trademarks.!* For this reason, it was thought to
be sufficient to find trademark infringement or
apply the unfair competition doctrine only in
cases where the defendant's goods were in direct
competition with the plaintiff's goods.?

However, the situation changed by around
the 1920s. As a result of the growth in demand for
goods boosted by the population increase, coupled
with the development of manufacturing
technology, the supply of goods and the types of
goods to be supplied substantially increased. The
introduction of new marketing techniques and the
construction of networks for transportation of
goods enabled firms to sell their goods
nationwide.’®

Out of the necessity to respond to such
changes in markets, courts modified their
conventional stance and started to consider that
competition between the goods sold by the
conflicting parties is not a prerequisite for finding
trademark infringement. Thus, as the important
point to be considered from courts' viewpoint, the
existence of a competitive relationship was
replaced by the possibility of deception of the
public.'* Infringement was initially found in cases
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where the market for the plaintiff's goods and the
market for the defendant's goods were not in
direct competition but were relatively close to
each other.’® Subsequently, trademark infringement
has also been found even when the markets for
the goods traded by the conflicting parties are not
relatively close.

A recent academic view appreciates such
shift in the courts' stance, explaining that courts
have chosen to extend the concept of confusion in
order to extend the scope of protection, with a
view to responding to rapid changes in the
economic situation by adopting an ambiguously
defined criterion.!

(2) Backlashes against the extension of the
concept of confusion at the Section
Circuit (1940-1960)"”

Backlashes against the extension of the
concept of confusion were seen during the period
between the 1940s and the 1960s.!® Economists,
as well as jurists affected by the former, gradually
became concerned about the anti-competitive
effects of monopoly by trademark rights and of
brand loyalty. As a result, courts and
commentators began to show a skeptical attitude
toward misappropriation, a rationale for
trademark protection, and some attempted to
restrain the extension of the scope of trademark
rights.'

Judge Learned Hand of the US Court of
Appeals for the Second Circuit, who took an
initiative in this trend, is said to have returned to
the transitional approach of limiting the scope of
protection of a trademark right to the same goods,
so as to grant protection by a trademark right only
in cases where the trademark owner is likely to
sustain any specific economic damage.?’

2 Stipulation of the concept of confusion
under the Lanham Act

The Congress enacted the Lanham Act in
1946.2' As a result of the deletion of the phrase
“goods with [substantially] the same descriptive
properties" in §15 of the 1905 Act, the trademark
owner was no longer required to prove the
existence of a competitive relationship between
its goods and the defendant's goods under §32
(1)(a) of the 1946 Act.*? Accordingly, the related
goods doctrine, which had been applied by courts,
was introduced in legislation and incorporated
into the likelihood of confusion requirement as a
test for finding trademark infringement.
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3 Confusion as to sponsorship or
partnership

The 1962 amendment to the Lanham Act
deleted the phase “purchasers as to the source of
origin of origin of such goods or services” from
§32 (1) (A). This made it easier for courts to find
trademark infringement even in cases where the
trademark owner's goods and the defendant's
goods are associated with each other in some
form or there is no competitive relationship
between the two. The 1988 amendment further
stipulated the concept of confusion concerning
“sponsorship” or “approval” in §43(a).

Through these legal amendments, while
grasping the concept of confusion as to
sponsorship or approval more broadly, courts now
tend to find infringement even in cases where it is
not exactly obvious that confusion in any specific
form has been created among consumers, such as
when the defendant used a parody of the plaintiff's
trademark. 2 However, some scholars have
recently pointed out problems with such
broadened application of the concept of confusion
as to sponsorship or approval.?

4 Multifactor tests and
therewith

problems

At present, it is now a common practice for
all circuit courts to apply multifactor tests when
determining the likelihood of confusion.?® For
instance, the Second Circuit formulated a test
procedure called the Polaroid Test, in which
determination on the likelihood of confusion
should be made by taking into consideration the
following factors: (i) the strength of the plaintiff's
mark; (i) the degree of similarity between the
plaintiff's and the defendant's marks; (iii) the
proximity of the plaintiff's and the defendant's
products; (iv) the likelihood that the prior
trademark owner will expand the scope of its
business; (v) actual confusion; (vi) the correlation
with the defendant's good faith in adopting its own
mark; (vii) the quality of the defendant's products;
and (viii) the sophistication of the buyers.?

In the academic world, the multifactor tests
have been appreciated for their usefulness in
helping judges of the Second Circuit solve the
aforementioned conflict in their determinations,
“by focusing judicial attention on the relatively
mechanical application of factors and diverting
attention away from the policy stakes.”?” At the
same time, criticism has been raised, arguing that
the advent of such tests has reduced the weight of
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the issue of the nature of damage to the
trademark owner or consumers, which had
previously been discussed by courts.?

The recent empirical studies demonstrated
that judicial analysis by multifactor tests lacks
balance in choosing factors.”® Specifically, in the
precedent cases, two out of the abovementioned
factors, namely, (ii)) the degree of similarity
between the plaintiff's and the defendant's marks
and (vi) the defendant's intent to use, were used
as key factors for determining confusion, and
other factors are considered to have only minor
influence on judicial decisions.*

IV Time extension of the concept of
confusion

The typical case of likelihood of confusion
that is usually found in trademark infringement
litigation is confusion that may be caused to
purchasers at the time of purchase of goods.! In
reality, courts have found infringement in many
cases by reason of “post-sale confusion, ” which
may be suffered by someone who sees the
purchaser using the goods. There is another type
of confusion, referred to as “initial interest
confusion,” although it has not been accepted as
widely as the former. Courts have found
infringement in some cases based on initial
interest confusion, which may be created at the
initial stage of the purchase process but then
disappear when the purchaser decides to
purchase the goods.*?

1  Post-sale confusion®

Even if there is no confusion among
consumers at the time of purchase of goods,
someone who happens to see the goods after that
time may mistakenly recognize the goods as
originating from the trademark owner. A notion to
find trademark infringement in such situation is
called “post-sale confusion.”3*

(1) Cases where confusion may be caused
to a person who does not use the goods
him/herself
In the past cases where the defendant sold

counterfeits of the trademark owner's goods,

courts found infringement by applying the
doctrine of post-sale confusion on the grounds
that although the direct purchaser of the
counterfeit was not confused, someone

(bystander) who saw the purchaser wearing the

counterfeit might have been confused. Post-sale

confusion was found in relation to imitation of
expensive goods, such as luxury watches,® parts
of sports car,®® and brand-name handbags. %
However, the doctrine of post-sale confusion was
also applied in relation to lower-priced goods,
such as the design of jeans® and parts of ordinary
automobiles.*

Post-sale confusion was denied in cases
where: the defendant's goods were not inferior in
quality to the trademark owner's goods;* the
defendant used a parody of the plaintiff's
trademark;*! and the plaintiff asserted protection
for its trade dress pertaining to technology for
which the patent had expired.”? There is also a
court ruling that criticized the application of the
doctrine of post-sale confusion, by reason that the
similarity between the trademark owner's goods
and the defendant's goods was difficult to be
visually recognized by consumers.*?

(2) Cases where the person who takes
charge of purchasing the goods and the
person who actually uses the goods are
different
Where a particular organization or household

purchases goods, if the person who directly takes

charge of purchasing the goods is not confused
but the person who actually uses the goods is
confused, likelihood of confusion may possibly be
found.** Courts have found post-sale confusion in
such situations, by reason of confusion among
doctors or nurses at hospitals,? or confusion

among students at educational institutions. %6

However, infringement was denied if the person

who is to use the goods has no influence on the

process of making a decision to purchase the
goods at the organization.?’

(3) Academic views

Courts sometimes rationalize the application
of the doctrine of post-sale confusion by stating
that the trademark owner's reputation for the
quality of its goods might be damaged if the
defendant's goods are inferior in quality or contain
defects. There is an academic view that if the
trademark owner's reputation for the quality of its
goods is actually damaged due to the defendant's
goods, finding infringement based on the doctrine
of post-sale confusion is in line with the purpose
of trademark law, i.e. protecting the information
transmission function of marks.*® However, some
criticize this view, arguing that in actual cases,
courts do not clearly determine whether damage
has really been caused but make a finding of
damage based on suppositions*® Hence, it is
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pointed out that if courts are to apply the doctrine
of post-sale confusion from the above standpoint,
they must specifically demonstrate the likelihood
that such confusion would have an influence on
the decision to purchase to be made by actual or
potential consumers.>

In some cases, courts approved the
application of the doctrine of post-sale confusion
on the grounds that if consumers are able to
purchase counterfeits of the trademark owner's
goods at low prices, this would undermine the
brand image that has attached to the trademark
owner's goods, represented by prestige and
scarcity. There is an opinion that such factors as
prestige and scarcity of goods are different in
nature from the information transmission function
of marks that has traditionally been protected by
trademark law, and protecting these values might
result in protecting the value of marks
themselves.®! Another opinion is that consumers
send signals of their wealth to others by
purchasing brand-name products; protecting the
value of marks as a tool of such communication
between individuals is not the traditional
objective of trademark law, but permitting the
sale of copies is instead fit for the objective of
trademark law because this would give the
trademark owner a greater incentive to provide
information on its goods and invest in the quality
of the goods® It is also pointed out that
restricting consumers from using marks to
demonstrate their own status might be prejudicial
to their freedom of expression, so careful
consideration is required for such restriction.>

2 Initial interest confusion®

In cases where consumers are confused
when they first come across the defendant's mark
but their confusion disappears when they finally
purchase goods, trademark infringement is
sometimes found, taking note of the fact that such
“confusion” at the initial stage has an effect of
misleading consumers into an initial interest in
the defendant's goods. This is called initial interest
confusion.” The doctrine of initial interest confusion
was first recognized while supposing an off-line
environment, but recently its applicability to
Internet sales becomes an issue more often.

(1) Off-line cases

In one of the off-line cases where the
defendant used a product name identical or
similar to that of the plaintiff's product, the court
found 1initial interest confusion on the grounds
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that confusion was created at the initial stage of
purchase, although it was dispelled at the final
stage of purchase.’® Infringement was also found
under this doctrine in cases where the trademark
owner or consumers sustained any specific
damage, such as where there is the possibility
that consumers would mistakenly believe that the
trademark owner sponsors or approves the
defendant, which could result in the trademark
owner's goodwill being transferred to the
defendant, ®* or where consumers paid the
purchase price at the initial stage when they were
confused.?® If such circumstances cannot be found,
the application of this doctrine was denied even
where confusion was created at the initial stage of
purchase.>

(2) On-line cases

There was a case in which the court found
trademark infringement on the grounds that the
defendant's act of using the plaintiff's trademark
in its description metatag could create initial
interest confusion.®” In this case, the court held
that the defendant's act of guiding consumers to
its website with the use of such metatags
constituted misappropriation of the goodwill that
had been developed in the plaintiff's trademark,
even if confusion was not created.’! However,
infringement was denied if the defendant's use of
the plaintiff's trademark was justified for some
reasons, such as where the defendant used the
terms that explained his career or its product line
in metatags.®? There was also a case in which the
court denied infringement because of the
declining significance of description metatags on
recent search engines.%

Infringement was also denied on the grounds
that the defendant's act of providing a software
application for displaying popup ads that match
websites that users access does not amount to
“use” as required under the Lanham Act.®*

Recently, the liability of search engines that
provide search advertising services, as well as the
liability of the trademark owner's competitors
who purchase the trademark from search engine
companies as a keyword, have been questioned
more frequently. In an earlier case, the court
found the search engine company to be liable for
the failure to clearly distinguish web links and
banner ads on search result pages.®® However, as
most recent search engines display the website
ranking list separately from sponsor ads, the
court denied both the liability of the search engine
company and of the keyword purchaser in a recent
case.® There was a case in which the court
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denied infringement on the grounds that the
defendant's act does not constitute “use in
commerce.” 9 However, since the Rescuecom
case,® it has become the judicial mainstream to
first recognize the defendant's act as constituting
“use in commerce” and then deny infringement
on the grounds of absence of likelihood of
confusion,® with the exception that infringement
may be found if the plaintiff's trademark is
displayed in sponsor ads in such manner that
could create confusion.™

(3) Academic views

Most scholars were critical about the judicial
approach of finding initial interest confusion by
reason of the fact that consumers were attracted
to websites of the trademark owner's competitors,
even when confusion was not actually created.
The grounds for their criticism are as follows.
First, even if users who initially intended to
access the trademark owner's website have
arrived at the defendant's website by mistake,
they can make a search again easily just by one
click, so damage that might be inflicted on users
or consumers is trivial.”! Secondly, even if the
defendant's website is ranked high in the search
result list, it is not very likely that users would
mistake the link to the defendant's website for the
link to the plaintiff's website.” Thirdly, even
where users use the plaintiff's trademark as a
search keyword, they often use the keyword in
order to search for the goods or service in general,
rather than searching for the plaintiff's website.”
Lastly, if the doctrine of initial interest purchase
is applied broadly even in cases where confusion
has not actually been created, this doctrine might
be misused by the trademark owner as a tool to
close websites that are unfavorable to the
trademark owner, such as those publishing
criticisms or presenting a parody related to the
trademark owner.”

In order to put a brake on courts in applying
the doctrine of initial interest confusion any more
broadly, some argue that search engines should be
exempt from liability for search advertising
categorically, with the use of the concept of “use
as a trademark.” ™ According to their view,
providing consumers with information on
substitute products or product compatibility is an
act of expression that trademark law explicitly
encourages, so search engines should be exempt
from liability categorically so that their freedom of
expression would not be harmed by the
trademark owner's enforcement of its exclusive
right.”® They also state that the doctrine of initial

interest confusion is not an appropriate tool
because, if a finding of infringement is made
dependent on the likelihood of confusion test, the
criterion for determining likelihood of confusion
would be replaced by other factors such as free
riding and misappropriation.”

There is an influential opinion against the
approach of exempting search engines from
liability categorically with the wuse of the
requirement of “use as a trademark.””® Those
who criticize this approach argue that trademark
law should govern the situation where there is a
likelihood of confusion among users; exempting
search engines from liability categorically would
lead to allowing them to abuse their rights, and
ultimately causing damage to the trademark
owner and consumers.” Another opinion is that
since the requirement of “use as a trademark”
does not formally take into consideration the
content of the information to be transmitted by
way of advertisement, it does not effectively
function as a tool to strike balance between the
merit of search advertising in providing
consumers with useful information on goods or
services, and its demerit in causing confusion
among consumers.%

As above, consensus has not yet been
reached in the academic world concerning the
issue of whether or not search engines should be
exempted from liability categorically with the use
of the requirement of “use as a trademark.”
Academic views are divided regarding (i) to what
extent we should evaluate the external effect
arising from search advertising, and (i) how
seriously we should consider the risk that search
engines will change their existing operations and
start to use trademarks in a manner that could
create confusion. At least based on the current
practice of search advertising, both academic
positions will arrive at a conclusion that
trademark infringement should in principle be
denied.

V Analysis of Japanese Law

1 Time expansion of the concept of
confusion

Similarity of trademarks is determined on
the basis of the degree of attention ordinarily paid
by traders and consumers of the goods or services
for which the trademark is used.®! In practice,
consumers within a more specific range are
referred to on such basis, while taking into
account how the goods or services are sold or
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provided.®

(1) Post-sale confusion
(i) Court rulings

Court rulings on post-sale confusion
rendered in the past cases can be roughly divided
into two types: (I) cases where the point in
dispute was confusion among people who actually
use the goods with the defendant's mark; and (I)
cases where the point in dispute was confusion
among those who do not actually use such goods.

In one type (I) case, in which the defendant
was sued for having sold the bottles of ink refills
to which the plaintiff's trademark was affixed, the
court found trademark infringement based on the
doctrine of post-sale confusion.®® On the other
hand, in cases where the person who takes charge
of purchasing the product and the person who
actually uses the product are completely
separated (e.g. the doctor and the patient) such as
where the trademark is affixed to a drug
prescription, the application of the doctrine of
post-sale confusion was sometimes denied,® but
there is a conflict in the past court rulings on the
applicability of this doctrine.®®

2006 (Wa) No. 4029, the Tokyo District Court
judgment, May 16, 2007 [ELLEGARDEN, first
instance], is a type (I) court ruling that expressly
approved the application of the doctrine of
post-sale confusion for the first time. In this case,
the plaintiff, who issues a women's magazine
named “ELLE”, alleged that the defendant's act of
selling T-shirts and other items with a decorative
mark of “ELLEGARDEN,” which represents the
name of a rock band affiliated to the defendant,
constitutes infringement of the plaintiff's
trademark. The Tokyo District Court found
similarity between “ELLE” and “ELLEGARDEN”
on the basis of general consumers, holding that
even if the person who purchased the defendant's
goods is not confused, someone who sees the
purchaser wearing said goods is likely to
mistakenly believe that the plaintiff is the source
of origin of said goods. However, this ruling was
later reversed by the Intellectual Property High
Court, which denied the application of the
doctrine of post-sale confusion.®

(i) Author's view

In type (I) cases, users can ascertain the
quality of the defendant's goods by actually using
the goods. If the defendant's goods are inferior in
quality, those users who mistakenly believe that
the plaintiff is the source of origin of those goods
would be concerned about the plaintiff's goods in
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general (unless they are informed of the true fact
by the person who purchased the goods), and
afterwards, they might have some prejudgments
when deciding whether or not to purchase the
plaintiff's goods at home or workplaces.®” Even if
the defendant's goods are not inferior in quality,
since the plaintiff has no control over the quality
of the defendant's goods, the plaintiff's trademark
would no longer be able to function to assure
quality. Thus, in cases where confusion is created
among users who have or will have an influence
on decisions to purchase the plaintiff's goods, the
risk of harm on the trademark owner's interest
has materialized as in cases where confusion is
created among purchasers at the time of purchase,
so in such cases, trademark infringement should
be found.

In type (II) cases, someone who just sees the
purchaser using the defendant's goods does not
him/herself use the goods, so it is less likely that
such third party is confused as to the quality of
the defendant's goods. Therefore, even if any
third party, who can be referred to as an “ordinary
passerby,” mistakenly believes the defendant's
goods worn by the direct purchaser to be the
genuine goods, it is usually unlikely that the
trademark's function to identify the source of
origin of goods and the function to assure quality
derived from the former would be undermined.
Infringement should be denied unless the
trademark owner sustains any specific damage
due to some influence that the defendant's goods
would have on potential consumers in their
process of making decisions on purchase in the
future. However, there is the possibility of harm
to the trademark's function to assure quality in
relation to a third party who does not actually use
the defendant's goods. Supposing the situation
where a replica of a luxury car, such as Ferrari,
burst into flames on the road, one can say that the
Ferrari trademark's function to assure quality is
likely to be harmed, even though the public does
not use the replica car. In such case, trademark
infringement should be found because it is likely
that the accident would have an influence on
consumers in their process of making decisions
on whether or not to purchase Ferrari in the
future.®® Furthermore, there may be room for
finding post-sale confusion if the defendant's
goods are likely to go into the secondary market.
This is because consumers who wish to purchase
genuine goods would be concerned that what they
have purchased are not genuine goods, possibly
resulting in a decline in the sale of genuine goods.

In cases where the defendant sells copies of
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brand-name goods, there is the possibility that the
brand value developed in the plaintiff's trademark,
such as scarcity and prestige, would decrease,
leading to a decline in the ability of the plaintiff's
trademark to attract customers.* However, such
value is considerably different from the value of
information on goods that is usually covered by
protection under trademark law (the function to
identify the source of origin of goods and the
function to assure quality derived from the
former). Protecting trademarks incurs social cost
in that it impedes the trademark owner's
competitors or the general public from displaying
their expressions with the use of trademarks.
Therefore, if the trademark owner is to assert
protection of said brand value, there must be an
additional rationale for such assertion. Among
factors questioned in terms of the value of
scarcity and prestige, dilution is provided under
Article 2, paragraph (1), item (ii) of the Unfair
Competition Prevention Act and slavish imitation
of the configuration of goods is provided under
item (ii1) of said paragraph, respectively, so cases
arising in relation to these matters should be
governed according to these provisions.”®

(2) Initial interest confusion
(i) Court rulings

In some cases brought to Japanese courts,
whether or not the act of purchasing metatags or
keywords in search advertising constitutes
trademark infringement was disputed. With
regard to metatags, there was a case in which the
court found trademark infringement by reason of
the defendant's act of using a mark that is similar
to the plaintiffs trademark in a description
metatag.”? In this case, when finding infringement,
the court attached importance to the facts that the
defendant's mark was displayed in the written
description of the defendant's website that
appeared on search result pages, and that the
written description of the defendant's website has
relevance with the actual content of the
defendant's website. Thus, the ruling of this case
can be understood as finding likelihood of
confusion by paying attention to the confusion at
the final stage of purchase, rather than finding
initial interest confusion.” In addition, this ruling
does not seem to be applicable to cases of
keyword metatags®™

Next, there was a case in which the court
denied trademark infringement with respect to
the defendant's act of purchasing the plaintiff's
trademark as a keyword.” In this case, the court
dismissed the plaintiff's claim on the basis of the

finding that the defendant's act does not
constitute the “use” of a trademark as set forth in
Article 2, paragraph (3) of the Trademark Act.

Lastly, there was a case in which the court, in
the course of finding similarity, stated that when
users search for the plaintiff's goods on a search
engine, the defendant's website and the plaintiff's
website are displayed in a line on search result
pages, so there is the possibility that users would
arrive at the defendant's website.”® This is the
first court ruling that approved the application of
the doctrine of initial interest confusion. However,
the court of second instance?” ruled out the
applicability of this doctrine, holding that the
defendant's website displays many indications
that would make viewers aware that it is a
website for the fans of a rock band, so it is less
likely that confusion would be created among
consumers.

(ii) Author's view

As for metatags, viewability should not be
used as the basis for determining trademark
infringement. ® What the Trademark Act is
designed to regulate is the situation where the
defendant's mark is recognized as an identifier of
the source of origin of goods and this creates
confusion among consumers. Even when users
see a description metatag, it is extremely unlikely
that they would recognize the metatag as an
identifier of the source of origin.

Consideration should also be given to the fact
that on many search engines, the importance of
description metatags in the process of ranking
websites  has recently been  declining.
Furthermore, even if description metatags have
influence on search ranking, such influence may
not create a serious level of confusion among
users. When users arrive by mistake at the
defendant's website, they can easily make a
search again, so search costs would not increase
that much.

Thus, the act of using another person's
trademark in a description metatag does not
constitute the wuse as a trademark, so
infringement should be denied for such act.
However, infringement should be found if a
description metatag indicates another person's
trademark in a manner that could create confusion
among users.

In the case of search advertising, confusion is
unlikely to be created among users as long as
search results are displayed in a manner that they
can be distinguished from sponsors' web links. At
the same time, it is inappropriate to approve the
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application of the doctrine of initial interest
confusion just because of free riding on another
person's trademark when confusion has not been
created among consumers. Consideration should
be given to the fact that search advertising has an
effect of reducing search costs and promoting
competition by providing users with information
on substitute goods. Therefore, in principle, the
liability of both search engines and keyword
purchasers should be denied. However,
infringement should be found if the plaintiff's
trademark is displayed in the sponsor ads in a
manner that could create confusion.

VI Closing

Along with the growth in property value
attached to trademarks and the development of
marketing strategies, the scope of subjects to be
protected by trademark rights as well as the
scope of trademark protection have been
gradually extended. As this study has clarified
through the review of trends relating to post-sale
confusion and initial interest confusion, some
movements toward extension of protection under
trademark law are compatible with the traditional

rationale of trademarks, while others are
incompatible with it.
Such movements toward extension of

trademark protection are expected to continue in
the future. With this in mind, we should note that
there is the risk that the extension of the scope of
trademark protection might excessively deter
trademark owners' competitors and the general
public from carrying out business activities or
other activities to display expressions using
trademarks. In order to permit the extension of
the scope of trademark protection, it is necessary
to ensure compatibility with the purpose or
objective of trademark law, while taking into
account the high property value of trademarks.

' Yoshiyuki Tamura, Shohyohé gaisetsu, dai 2 han
(Overview of the Trademark Act, 2nd edition), at 143 et
seq. (Kobundo, 2000)

For the judicial research officer's commentary on this

Supreme Court ruling, see Ryoichi Mimura, [Hankai]

Saikosaibansho hanei kaisetsu minjihen heisei 9 nendo

(J6) (Commentaries of the Supreme Court decisions on

civil cases in FY 1997, 1st volume), at 403 (2000).

3 2006 (Wa) No. 4029, Tokyo District Court judgment, May
16, 2007 [ELLEGARDEN, first instance]. This judgment
was later reversed by the Intellectual Property High Court
judgment, March 19, 2008, Hanrei Times No. 1629, at
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* Pub. L. No. 79-489, 60 Stat. 427 (1946) (codified as
amended at 15 U.S.C.§1051-1029 (2000).

5 15U.8.C. §1114.
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