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I. INTRODUCTION-PRODUCT SIMULATION AS A RIGHT

In the vacuum following the shock wave of Sears, Roebuck & Co. v.
Stffiel Co. I and Compco Corp. v. Day-Brite Lighting, Inc. ,2 a symposium
was published under the provocative title, Product Simulation: A Right or a
Wrong?3 The distinguished contributors to this symposium (Leeds, Hand-
ler, Derenberg, Brown, and Bender) differed-as might be expected-on
the extent of damage that these decisions inflicted upon the state law of
unfair competition. At the crux of the controversy was the interpretation
of the famous "summation" of Justice Black in the Compco case:

That an article copied from the unpatented article could be made in
some other way, that the design is "nonfunctional" and not essential
to the use of either article, that the configuration of the article copied
may have a "secondary meaning" which identifies the maker to the
trade, or that there may be "confusion" among purchasers as to
which article is which or as to who is the maker, may be relevant
evidence in applying a State's law requiring such precautions as la-
beling; however, and regardless of the copier's motives, neither these
facts nor any others can furnish a basis for imposing liability for or
prohibiting the actual acts of copying and selling.4

The opinions in the symposium ranged from a broad interpretation-that
there was a constitutional privilege to copy in the absence of patent or
copyright protection, with perhaps the qualification that a state could im-

* Professor of Law, Northern Illinois University. B.S. 1958, Carnegie-Mellon University;
J.D. 1963, Pittsburgh; L.L.M., 1971, George Washington University.

1. 376 U.S. 225 (1964).
2. 376 U.S. 234 (1964).
3. 64 COLUM. L. REv. 1178 (1964) [hereinafter cited as Product Simulation]. See also Leeds,

The Impact of Sears and Compco, 55 TRADE-MARK REP. 188 (1965); Zenick, Registrations of
Configurations of Goods and Containers in the Light of the Sears and Compco Decisions, 55 TRADE-
MARK REP. 933 (1965); Treece, Patent Policy and Preemption: The Stffel and Compco Cases, 32
UNIV. CHi. L. REv. 80 (1964).

4. 376 U.S. at 238.
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pose labeling requirements on the copier 5-to a contextual interpreta-
tion-that nothing had really changed, that the right to copy continued to
be a qualified one and did not include the right to copy "nonfunctional"
features of a product which had acquired "secondary meaning" resulting
in confusion of source.6 In any event, the Sears and Compco decisions
brought constitutional recognition to the right of copying which had previ-
ously been considered as only a common law right whose limits were de-
fined by state law. Under the preemption doctrine and federal supremacy,
state courts could not provide patent-like protection to a particular product
design.

Although the United States Supreme Court in subsequent decisions7

has qualified the broad federal preemption principles announced in Sears
and Compco, the Court has been careful to reaffirm their applicability with
respect to products and ideas in the public domain.8 Those investing in
the development of products not protectable by patent or copyright have
sought exceptions to Sears and Compco with respect to state unfair compe-
tition law9 and have also turned to federal law for possible protection. In-

5. Handler, Product Simulation, supra note 3, at 1184: "[T]he Supreme Court appears to
have placed product simulation on a constitutional pedestal and accorded it privileged status."
See also Brown, Product Simulation, supra note 3, at 1227: "[The decisions] do not change the
main current of the law, and indeed only reinforce a fundamental principle that anyone is free to
copy an unpatented article, subject to some concessions to avoid confusion of source."

6. Leeds, Product Simulation, supra note 3, at 1182: "Nor does the decision mean that the
Supreme Court has overruled that considerable body of law which subjects to liability one who
copies a nonfunctionalfeature of another's goods when such feature serves only the purpose of
indicating source of goods and when its copy or imitation is likely to cause prospective purchasers
to regard them as those of the other." See also Derenberg, Product Simulation, supra note 3, at
1204: "It may be argued that even this portion of the Compco opinion is dictum .... [but other-
wise] it would send to its demise a vast body of law that had been originally established by our
federal courts, including the Supreme Court, long before these decisions became part of a 'dis-
tilled' state law of unfair competition." Professional Derenberg recommends the enactment of a
federal unfair competition statute. Id at 1214-15. Cf. Bender, Product Simulation, supra note 3,
at 1241: "To my mind, the most plausible explanation of the cases is that they compel a state to
require solid evidence of customer confusion beyond the inference that may arise from the simi-
larity of goods alone."

7. Aronson v. Quick Point Pencil Co., 440 U.S. 257 (1979); Kewanee Oil Co. v. Bicron
Corp., 416 U.S. 470 (1974); Goldstein v. California, 412 U.S. 546 (1973). See also Lear, Inc. v.
Adkins, 395 U.S. 653 (1969). See generally: Dannay, The Sears-Compco Doctrine Today Trade-
marks and Unfair Competition, 67 TRADE-MARK REP. 132 (1977); Brown, Publication and Preemp-
tion in Copyright Law: Elegiac Reflections on Goldstein v. California, 22 U.C.L.A. L. REv. 1022
(1975); Zammit, The Ghost of Sears-Compco is Finally Laid to Rest (Or Is it?), 3 HOFSTRA L. REV.
37 (1975); Goldstein, The Competitive Mandate: From Sears to Lear, 59 CALIF. L. Rav. 873
(1971); Milgrim, Sears to Lear to Painton: Of Whales and Other Matters, 46 N.Y.U. L. REV. 17
(1971); Arnold & Goldstein, Lfe Under Lear, 48 Tax. L. REV. 1235 (1970).

8. See Goldstein v. California, 412 U.S. at 569; Kewanee Oil Co. v. Bicron Corp., 416 U.S.
at 480-81; Aronson v. Quick Point Pencil Co., 440 U.S. at 264.

9. In Sears, Mr. Justice Black stated:
Doubtless a State may, in appropriate circumstances, require that goods, whether pat-
ented or unpatented, be labeled or that other precautionary steps be taken to prevent
customers from being misled as to the source, just as it may protect businesses in the use
of their trademarks, labels, or distinctive dress in the packaging of goods so as to prevent
others, by imitating such markings, from misleading purchasers as to the source of the
goods.

376 U.S. at 232 (footnote omitted). In Compco he stated: "A State of course has the power to
impose liability upon those who, knowing that the public is relying upon an original manufac-
turer's reputation for quality and integrity, deceive the public by palming off their copies as the
original." 376 U.S. at 238. The Third Circuit in SK&F Co. v. Premo Pharmaceutical Laborato-
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terpreting Sears and Compco as preemption cases, and not as establishing
a constitutional privilege to copy, left open the possibility of federal pro-
tection against simulation. Consequently, a bill providing broad federal
protection against unfair competition, initially introduced prior to the
Sears and Compco decisions, was reintroduced in Congress.' 0 Efforts to
enact this legislation, however, failed.

Another potential source of federal protection was the Trademark Act
of 1946 (The Lanham Act)."I The Lanham Act authorizes the registration
of "devices"' 12 on the principal register and "configurations of goods"' 13 on
the supplemental register. If three-dimensional goods qualify as either of
these and are capable of distinguishing the applicant's goods from those of
others, then the "devices" or "configurations of goods" themselves may be
protected in the same manner as any other trademark.' 4

After lying fallow for a number of years following its enactment, sec-
tion 43(a)' 5 of the Lanham Act began to be touted as an all-purpose fed-

ries, 625 F.2d 1055 (3d Cir. 1980), has interpreted the foregoing quotation from Sears to mean:
"But the Court was careful to leave undisturbed state laws protecting against passing off and
unprivileged copying of nonfunctional elements of trade dress." Id at 1064. The Fifth Circuit in
B.H. Bunn Co. v. AAA Replacement Parts Co., 451 F.2d 1254 (5th Cir. 1971), stated: "What is
left to the state laws lies in the tort realm of deceit." Id at 1259. See also, Flexitized Inc. v.
National Flexitized Corp., 335 F.2d 774, 781 n.4 (2d Cir. 1964), cert. denied, 380 U.S. 913 (1965).
Cf. Ives Laboratories v. Darby Drug Co., 601 F.2d 631 (2d Cir. 1979), drawing into question
"whether the Flexitized footnote adequately recognized the blow dealt by Sears and Compco to
state unfair competition laws ...." Id at 644.

10. The Unfair Commercial Activities Bill (Lindsay Bill) was first introduced in Congress in
1960, H.R. 7833, 86th Cong., 2d Sess. (1960); reintroduced in 1961, H.R. 4590, 87th Cong., 1st
Sess. (1961); again in 1963, H.R. 4651, S. 1038, 88th Cong., 1st Sess. (1963), and finally in 1966, S.
3681, 89th Cong., 2d Sess. (1966). See 1 R. CALLMANN, UNFAIR COMPETITION, TRADEMARKS &
MONOPOLIES § 2.09 (4th ed. Altman 1981) [hereinafter cited as CALLMANN]. See also Peterson,
The Legislative Mandate of Sears and Compco: A Pleafor a Federal Law of Unfair Competition, 56
TRADE-MARK REP. 16 (1966); Kunin, The Lindsay Bill Before and After the Stiffiel Case, 54
TRADE-MARK REP. 731 (1964).

11. 15 U.S.C. §§ 1051-1127 (1976).
12. Lanham Act § 45, 15 U.S.C. § 1127 (1976).
13. Lanham Act § 23, 15 U.S.C. § 1091 (1976).
14. See, e.g., Ex parte Haig & Haig Ltd., 118 U.S.P.Q. (BNA) 229 (Comm'r 1968) ("Pinch

bottle" registered as a "device or symbol" on the principal register); Application of Mogen David
Wine Corp., 328 F.2d 925 (C.C.P.A. 1964) (registration on principal register of decanter bottle not
barred by design patent); see also Application of Mogen David Corp., 372 F.2d 589 (C.C.P.A.
1967) (Sears/Compco did not preclude registration); Application of Minnesota Mining & Mfg.
Co., 335 F.2d 836 (C.C.P.A. 1964) (overall configuration of a chemical tablet registered as a "con-
figuration of goods" on supplemental register); See 1 J. MCCARTHY, TRADEMARKS & UNFAIR
COMPETITION §§ 7:31-7:33 (1973) [hereinafter cited as MCCARTHY], for further discussion of the
protectability of three-dimensional objects as trademarks.

15. 15 U.S.C. § 1125(a) (1976) (false designations of origin and false descriptions forbidden)
provides:

Any person who shall affix, apply, or annex, or use in connection with any goods or
services, or any container or containers for goods, a false designation of origin, or any
false description or representation, including words or other symbols tending falsely to
describe or represent the same, and shall cause such goods or services to enter into com-
merce, and any person who shall with knowledge of the falsity of such designation of
origin or description or representation cause or procure the same to be transported or
used in commerce or deliver the same to any carrier to be transported or used, shall be
liable to a civil action by any person doing business in the locality falsely indicated as
that of origin or the region in which said locality is situated, or by any person who
believes that he is or is likely to be damaged by the use of such false description or
representation.

Id
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eral unfair competition act.' 6 In 1976, the Eighth Circuit, in Truck
Equipment Service Co. v. Fruehauf Corp. ,17 held that federal protection
should be provided against product simulation, so long as the features of
the product copied were nonfunctional and had acquired secondary mean-
ing; thus the court read into section 43(a) the common law requirements of
the tort of "unprivileged imitation."' 8 The plurality of circuits have now
followed the- Truck Equipment case.' 9

The most recent chapter in the onslaught against the right to copy is
the Ives case (Ives I- VI),20 which, in addition to relying on Section 43(a),

16. Eg, Truck Equip. Service Co. v. Fruehauf Corp., 536 F.2d 1210 (8th Cir.) (product
simulation), cert. denied, 429 U.S. 861 (1976); Gilliam v. American Broadcasting Companies, 538
F.2d 14 (2d Cir. 1976) (false impression of origin by distortion or truncation); Federal-Mogul-
Bower Bearings, Inc. v. Azoff, 313 F.2d 405 (6th Cir. 1963) (trade dress infringement); Joshua
Meier Co. v. Albany Novelty Mfg. Co., 236 F.2d 144 (2d Cir. 1956) (common law trademark
infringement); L'Aiglon Apparel, Inc. v. Lana Lobell, Inc., 214 F.2d 649 (3d Cir. 1954) (misrepre-
sentation). Cf. Bernard Food Industries, Inc. v. Dietene Co., 415 F.2d 1279 (7th Cir. 1969) (dis-
paragement not covered by § 43(a)), cert. denied, 397 U.S. 912 (1970).

17. 536 F.2d 1210 (8th Cir.), cert. denied, 429 U.S. 861 (1976).
18. RESTATEMENT OF TORTS § 741 (1938) (Elements of Unprivileged Imitation) provides:
One who markets goods, the physical appearance of which is a copy or imitation of the
physical appearance of the goods of which another is the initial distributor, markets
them with an unprivileged imitation, under the rule stated in § 711, if his goods are of
the same class as those of the other and are sold in a market in which the other's interest
is protected, and

(a) he copied or imitated the appearance after obtaining access to or procuring the
goods, or their labels, wrappers, containers, styles or designs by improper
means or on his promise not to copy or imitate them, or

(b) the copied or imitated feature has acquired generally in the market a signifi-
cance identifying the other's goods, and
(i) the copy of imitation is likely to cause prospective purchasers to regard

his goods as those of the other, and
(ii) the copied or imitated feature is nonfunctional, or, if it is functional, he

does not take reasonable steps to inform prospective purchasers that the
goods which he markets are not those of the other.

Id See generally Note, Unfair Competition and the Doctrine of Functionality, 64 COLUM. L. REV.
549 (1964), for a pre-Sears/Compco view of the tort of unprivileged imitation.

19. Keebler Co. v. Rovira Biscuit Corp., 624 F.2d 366 (1st Cir. 1980); Ives Laboratories v.
Darby Drug Co., Inc., 601 F.2d 631 (2d Cir. 1979); Vibrant Sales, Inc. v. New Body Boutique,
Inc., 652 F.2d 299 (2d Cir. 1981), cert. denied, 445 U.S. 909 (1982); Warner Bros., Inc. v. Gay Toys,
Inc., 658 F.2d 76 (2d Cir. 1981); SK&F Co. v. Premo Pharmaceutical Laboratories, 625 F.2d 1055
(3d Cir. 1980); Keene Corp. v. Paraflex Indus., Inc., 653 F.2d 822 (3d Cir. 1981); Vuitton et Fils
S.A. v. J. Young Enterprises, Inc., 644 F.2d 769 (9th Cir. 1981); Black & Decker Mfg. Co. v. Ever-
Ready Appliance Mfg. Co., 518 F. Supp. 607 (E.D. Mo. 1981), aj'd, 684 F.2d 546 (8th Cir. 1982).
See Note, The Problem of Functional Features.- Trade Dress Infringement Under Section 43(a) of
the Lanham Act, 82 COLUM. L. REV. 77 (1982).

20. There are six decisions which will be collectively called the "Ives case" in this article; the
individual decisions will be designated by suffixing the Roman numerals i-VI in the order of
decision. The history of the case is as follows: Ives Laboratories, Inc. v. Darby Drug Co., Inc.
(Ives I), 455 F. Supp. 939 (E.D.N.Y. 1978), aj'd, Ives Laboratories, Inc. v. Darby Drug Co., Inc.
(Ives I), 601 F.2d 631 (2d Cir. 1979), on remand, Ives Laboratories, Inc. v. Darby Drug Co., Inc,
(Ives 111), 488 F. Supp. 394 (E.D.N.Y. 1980), rev'd, Ives Laboratories, Inc. v. Darby Drug Co.,
Inc., (Ives IV), 638 F.2d 538 (2d Cir. 1981), rev'd, Inwood Laboratories, Inc. v. Ives Laboratories,
Inc. (Ives V), 456 U.S. 844 (1982), af'd, Ives Laboratories, Inc. v. Inwood Laboratories, Inc. (IVes
VI), PAT. TRADEMARK & COPYRIGHT J. (BNA) 412 (2d Cir. 1982). Mr. Justice White used the
Roman numeral system of designation in his concurring opinion in Ires V, 456 U.S. at 860. The
Trade-Mark Reporter has devoted an entire issue (Issue 1, Jan.-Feb. 1982) to the Ives case and
includes, interalia: excerpts from the briefs and oral arguments, the five opinions, and an analysis
of the case by a panel consisting of Kranzow, McCarthy, Palladino, Pattishall, and Swann. 72
TRADE-MARK REP. 1 (1982). Other publications relating to the Ives case include: Germain, The
Supreme Court's Opinion in the Inwood Case.- Declination of Duty, 70 Ky. L. REV. 731 (1982);
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invoked section 3221 of the Lanham Act on the basis of contributory trade-
mark infringement. Unfair competition under state law was also claimed.
Manufacturers and wholesalers of a generic drug were charged with the
contributory infringement of a registered trademark by marketing the ge-
neric drug in capsules of the same size, shape and colors as the trade-
marked brand, which resulted in pharmacists' directly infringing the
trademark by mislabeling containers of the generic capsules with the
trademark.

22

The doctrine of contributory infringement has been recognized in
American intellectual property law for more than one hundred years. It
was first recognized in patent law23 and then extended to copyright 24 and
trademark 25 law. Contributory infringement has been relied upon rela-
tively infrequently by trademark owners. This may be explained by the
existence of alternative remedies under state unfair competition law. The
novel aspect of the Ives case is the use of the doctrine of contributory in-
fringement in a situation which would traditionally be dealt with as the

Palladino, Trademarks and Competition: The Ives Case, 15 J. MAR. L. REv. 319 (1982); Rogers &
Kahan, Recent Developments Regarding Look-Alike Drugs, 35 FOOD DRUG CosM. L. J. 4 (1980);
Swenson, Propert Rights in the Color and Shape of Capsules, 32 Foot DRUG CosM. L. J. 361
(1977); Note, The Problem of Functional Features: Trade Dress Infringement Under Section 43(a)
of the Lanham Act, 82 COLuM. L. REV. 77 (1982); Lanham Act Protection From Copying ofTrade
Dress by Generic Drug Manufacturers, 38 WASH. & LEE L. REv. 1225 (1981); Generic Drug Laws
and Unfair Competition Claims Under the Lanham Act-An Uneasy Alliance: Ives Laboratories,
Inc. v. Darby Drug Co., 33 RUTGERS L. REv. 227 (1980).

21. 15 U.S.C. § 1114(1) (1976) (Remedies-Infringement) provides:
Any person who shall, without the consent of the registrant

(a) use in commerce any reproduction, counterfeit, copy or colorable imitation of
a registered mark in connection with the sale, offering for sale, distribution, or
advertising of any goods or services 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 mark and apply
such reproduction, counterfeit, copy or colorable imitation to labels, signs,
prints, packages, wrappers, receptacles or avertisements intended to be used in
commerce upon or in connection with the sale, offering for sale, distribution, or
advertising of goods or services on or in connection with which such use is
likely to cause confusion, or to cause mistake, or to deceive,

shall be liable in a civil action by the registrant for the remedies hereinafter provided.
Under subsection (b) of this section, the registrant shall not be entitled to recover profits
or damages unless the acts have been committed with knowledge that such imitation is
intended to be used to cause confusion, or to cause mistake, or to deceive.

Id
22. In particular, contributory infringement under § 32(l)(a) was involved, in that the phar-

macists directly infringed the registered trademark by using it "in connection with the sale. . . of
... goods." Cf. § 32(l)(b), where infringement occurs when the registered mark is applied to

"labels ... intended, to be used upon or in connection with the sale. . . of goods .. " The
last sentence of§ 32(1) limits the remedy of an infringement under paragraph (b) to an injunction
"unless the acts have been committed with knowledge that such imitation is intended to be used to
cause confusion, or to cause mistake or to deceive."

23. Wallace v. Holmes, 29 F. Cas. 74 (No. 17, 100) (C.C. Conn. 1871). In Keplinger v. De
Young, 23 U.S. (10 Wheat) 358 (1825), the United States Supreme Court refused to hold defend-
ant liable for patent infringement for entering into a contract to purchase the entire output of
chains made with an infringing machine when the "defendant had no other connection with" the
manufacturer of the chains. Id at 365. See infra text accompanying notes 52-67.

24. Harper v. Shoppell, 26 F. 519 (C.C.S.D.N.Y. 1886). See infra text accompanying notes
88-101.

25. De Kuyper v. Witteman, 23 F. 871 (C.C.S.D.N.Y. 1885). See infra text accompanying
notes 102-121.
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tort of unprivileged imitation under state unfair competition law or, more
recently, under section 43(a) of the Lanham Act.

The tension between "free" competition theory and "fair" competi-
tion theory is vividly brought into focus when product simulation occurs.
The privilege to compete "freely" by imitating a product unprotected by a
patent or copyright is set in opposition to the duty to compete "fairly" and
in particular to avoid creating confusion in the minds of consumers as to
the source of the product. If the product originator can exclude all others,
without consent, from simulating the product, a product monopoly, unac-
ceptable to "free" competition theory, has been created. On the other
hand, if a product may be slavishly copied so that consumers are confused
as to the sources of the product, "fair" market theory has been violated,
resulting in the unjustified diversion of trade from the originator.

Article 1, section 8, clause 8 of the Constitution, whereby Congress is
authorized to grant exclusive rights to authors and inventors for limited
periods of time "to promote the Progress of Science and the useful arts,"
sets forth the fundamental justification for the intellectual property excep-
tion to "free" market theory. A significant economic incentive is thus pro-
vided to authors and inventors to invest time, effort and money in creative
endeavors. Upon compliance with the federally enacted patent and copy-
right statutes, statutory property is created and granted in the form of pat-
ents and copyrights as an "entitlement" of inventors and authors; the
property thus created has a limited duration and is granted as the incentive
to authors and inventors to promote science and the useful arts.26

Granting protection against confusion of source under unfair compe-
tition law has been justified as an exception to "free" competition on com-
mercial "morality" and "consumer protection" rationales. 27 Both
rationales protect against the wrong of diverting trade from the originator
of the product to a competitor who, by expressly or impliedly misrepre-
senting that its product emanates from the original source, trades upon the
good will of the original gource.

26. The public interest is served by the publication of the invention or writing and its dedica-
tion to the public at the expiration of the statutory term. In essence, a balance is struck between
promoting "free" competition by permitting public access to inventions and promoting the crea-
tion of inventions by providing an incentive to inventors. See Goldstein, The Competitive Man-
date: From Sears to Lear, 59 CALIF. L. REv. 873 (1971).

27. The rationales have been stated in various ways. "First, That the courts act to promote
honest and fair dealing; Second, That the aim of the court is to protect the purchasing public;
Third, That the court aims to protect not rights of the public but the rights and property of indi-
viduals." H. NIMs, UNFAIR COMPETITION AND TRADEMARKS § 6 (4th ed. 1947) [hereinafter cited
as NIMs]. See also NIMs §§ 7-9.

Protection of the recognitional function of product appearance is desirable for two rea-
sons. First, it lessens the likelihood of consumer confusion and simplifies the task of
consumers faced with a multitude of choices but with insufficient time to judge the quali-
ty of each ....

A second reason for protection stems from the effect of product imitation on the
original manufacturer. If inferior goods are mistakenly attributed to him, his reputation
may suffer unjustly. Even if the imitation is equal in quality, the originator will be de-
prived of expected patronage for reasons not reflecting consumer desires.

Developments in the Law-Competitive Torts, 77 HARV. L. REV. 888, 911 (1964) [hereinafter cited
as Competitive Torts]. See also, McClure, Trademarks and Unfair Competition.- A Critical Historr'
of Legal Thought, 69 TRADE-MARK REP. 305, 337 (1979).

[Vol. 25



PRODUCT SIM ULA TION

Commercial "morality" is promoted by requiring competitors to dis-
tinguish their goods from one another; otherwise, the morals of the mar-
ketplace would be reduced to the lowest standard among competitors to
the detriment of competition, competitors and consumers.28 This is a qual-
ity-independent rationale, for protection is provided regardless of whether
the imitator's product is equivalent or even superior in quality to that of
the originator.29 The "consumer protection" rationale is quality-depen-
dent to protect consumers against purchasing inferior products by unfair
means and to provide an incentive to an originator to maintain the quality
of its products so that consumers may rely on the good will associated with
that source.30

Another justification for protecting the originator of a product against
imitation is the "entitlement" rationale: A person who invests time, effort
and money in developing a new product should be protected against imita-
tion as an incentive to develop such products.31 This rationale is, of
course, identical to the patent/copyright exception to "free" competition
theory and goes beyond protecting against unfair diversion of trade to ex-
cluding trade by competitors.

Under the "entitlement" rationale, property is created whether it be
under the patent or copyright statute or under state or federal unfair com-
petition law, for the owner may exclude others from copying the protected
subject matter within the scope of the protection of the entitlement. The
scope of protection can be expanded to exclude also those who contribute
to the invasion of the property right by another. As the scope of protection
expands, both the value of the property and the concomitant incentive to
acquire such property rights increase. The doctrine of contributory in-

28. Competition may be adversely affected by the elimination of honest competitors from the
market; competitors would be forced to leave the market or resort to unfair practices themselves;
consumers would suffer from the unfair practices and the diminution of competition.

Promotion of "morality" in the marketplace as a rationale for unfair competition protection
should be distinguished from using morality in defining unfair competition. See MCCARTHY,
supra note 14, § 1.4, at 12-13. See also CALLMANN supra note 10, § 2.09.

29. As stated by Mr. Justice Cardozo:
Fair competition is not attained by balancing a gain in money against a misrepresenta-
tion of the thing supplied. The courts must set their faces against a conception of busi-
ness standards so corrupting in its tendency. The consumer is prejudiced if upon giving
an order by one thing, he is supplied with something else. . . . In such matters, the
public is entitled to get what it chooses, though the choice may be dictated by caprice or
by fashion or perhaps by ignorance.

Federal Trade Commission v. Algoma Lumber Co., 291 U.S. 67, 78 (1934). Cf. Judge Frank's
comment in Standard Brands, Inc. v. Smidler, 151 F.2d 34 (2d Cir. 1945): "It is seldom observed
that that Commission, generally supposed to be hostile to monopolies, is authorized under that
Act to validate trademark monopolies, and that it frequently does so; that it sometimes does so to
protect snobbism . . . Id at 41 n.14 (Frank, J., concurring). See also, Competitive Torts, supra
note 27, at 911.

30. See supra note 27.
[The consumer protection rationale] justifies protection in terms of protecting the con-
sumer from confusion and protecting the producer's reputation as a desirable source,
creating an incentive to build up a good reputation by marketing high quality goods and
services. This rationale is used as the basis for providing protection in passing off cases,
and is similar to arguments advanced for the protection of trademarks.

McClure, supra note 27, at 337 (footnote omitted).
31. See NIMs, supra note 27, § 10; CALLMANN, supra note 10, § 1.15; MCCARTHY supra note

14, § 1.15; McClure, supra note 27 at 317-26; Competitive Torts, supra note 27, at 909-10, 921-22.
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fringement in intellectual property law, particularly patent law where it
has been extensively litigated,32 has been closely regulated to avoid an ex-
tension of the monopoly created by the grant of the intellectual property
right beyond that which may be legitimately protected as the incentive for
creation.

33

In contrast to intellectual property where the "entitlement" rationale
warrants the granting of injunctive relief against infringement of the intel-
lectual property right as an exception to "free" competition, unfair compe-
tition law is primarily concerned with preserving "fairness" in the
marketplace. The wrong against which appropriate relief may be granted
is the unfairness resulting in the diversion of trade. Accordingly, those
contributing to unfair competition directly committed by another have
usually been dealt with pursuant to the general tort principles of imposing
joint and several liability on contributing tortfeasors.34 If a competitor is
excluded from copying a product (not protected by a patent or copyright)
on the basis of unfair competition law, careful attention should be given to
whether this results in the adoption of the "entitlement" rationale, sub
silentlo. As Felix Cohen pointed out years ago, unfair competition law has
been particularly susceptible to circuitous reasoning in trade identity cases:

The current legal argument runs: One who by the ingenuity of his
advertising or the quality of his product has induced consumer re-
sponsiveness to a particular name, symbol, form of packaging, etc.,
has thereby created a thing of value; a thing of value is property; the
creator of property is entitled to protection against third parties who
seek to deprive him of his property. . . . The vicious circle inherent
in this reasoning is plain. It purports to base legal protection upon
economic value, when, as a matter of actual fact, the economic value
of a sales device depends upon the extent to which it will be legally
protected. 35

Trademarks have a dual (perhaps schizophrenic) character-some-
times being protected on-the basis of unfair competition36 and at other

32. See generally, 4 D. CHISUM, PATENTS §§ 17.01-17.04 (1982) [hereinafter cited as
CHISUM]; Oddi, Contributory Infringement in the United States ofAmerica: Theor; Application,
Developments (pt 1-2), 20 INDUSTRIAL PROP. 177, 200 (1981); Oddi, La Contrefacon indirecte aux
Etats-Unis d'Amerigue: theorie, application et evolution (pt. 1-2), 97 LA PROPRIETE INDUSTRIELLE
190, 218 (1981).

33. The doctrine of patent misuse provides an equitable defense limiting the doctrine of con-
tributory infringement. If the patent owner is found to have misused its patent, the patent is not
declared invalid but only unenforceable until the misuse is purged. Morton Salt Co. v. G.S.
Supplier Co., 314 U.S. 488, 493 (1942). See infra text accompanying notes 68-86.

34. See RESTATEMENT (SECOND) OF TORTS §§ 875-79 (1965).
35. Cohen, Transcendental Nonsense and the Functional Approach, 35 COLuM. L. REV. 809,

815 (1935) (footnote omitted). See also Judge Frank's concurring opinion in Standard Brands,
Inc. v. Smidler, 151 F.2d 34, 37 (2d Cir. 1945).

36. As stated by Learned Hand: "The law of trade-marks, which is in any event only a part
of the law of the fair competition, was originally designed to protect the mark's owner from the
diversion of customers who would otherwise have brought of him." S.C. Johnson & Son, Inc. v.
Johnson, 175 F.2d 176, 178 (2d Cir.), cert. denied, 338 U.S. 860 (1949) (footnote omitted).

With regard to the historical development of trademark law, see F. SCHECHTER, THE His-
TORICAL FOUNDATIONS OF THE LAW RELATING TO TRADEMARKS (1925). See also McClure,
supra note 27, at 310-316.
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times being treated as intellectual property. 37 Depending on whether the
principles of intellectual property or unfair competition law are applied,
the scope of protection afforded the trademark owner may differ. The dif-
ferences may be exacerbated when the person is charged, not with commit-
ting the ultimate tort of trademark infringement, but only with
contributing to its commission by another.

In the Ives case, a new standard for contributory trademark infringe-
ment was adopted. A competing seller of an unpatented drug in capsules
which imitated those of the trademarked drug's originator could be held as
a contributory infringer if it "suggested, even if only by implication," 38 to
its purchasers that they infringe the originator's trademark. If the "sugges-
tion" 39 can be construed to have been made by the competitor's intentional
copying of the originator's capsules and the copier accordingly enjoined
from marketing such capsules, the wrong would appear to be the inten-
tional copying, it being inseparable from the suggestion.

This Article will attempt to clarify the wrong of contributory trade-
mark infringement and its relationship to the right to copy by examining
the wrong of contribution in the context of intellectual property and unfair
competition law. The standard adopted for contributory trademark in-
fringement in the Ives case and its application will be considered. Finally,
the implications that this may have on "free" and "fair" competition the-
ory will be examined. In a word, something may be wrong when a right
suggests a wrong.

II. CONTRIBUTION AS A WRONG

The determination of the circumstances under which a person should
be held liable for contributing to the commission of a legal wrong by an-
other person has been troublesome in both civil and criminal law. In crim-
inal law, liability is generally imposed on anyone who "aids, abets,
counsels, commands, induces or procures" 4 the commission of a crime by

37. Property status was originally afforded trademarks so as to provide a jurisdictional base
for equity to grant an injunction against trademark infringement. See NIMs, supra note 27, at
§§ 9, 10. The United States Supreme Court in the Trade-Mark Cases, 100 U.S. 82 (1883), consid-
ered a trademark to be property but held that trademarks did not qualify as "writings" or "discov-
eries" which would authorize Congress to legislate with regard thereto on the basis of Art. 1, § 8,
cl. 8 of the Constitution. The classic article urging protection of trademark beyond actual compet-
itive situations is Schechter, The Rational Basis of Trade-Mark Protection, 40 HARV. L. REV. 813
(1927). Numerous decisions support the protection of trademark in non-competitive situations.
See 3 R. CALLMANN, UNFAIR COMPETITION, TRADEMARK & MONOPOLIES § 84.2 (3d ed. 1969);
MCCARTHY, supra note 14, Ch. 24. In addition, 14 states have adopted anti-dilution trademark
statutes. See S. OPPENHEIM & G. WESTON, UNFAIR TRADE PRACTICES AND CONSUMER PROTEC-
TION 162-64 (3d ed. 1974), along with articles relating thereto.

See also, with regard to the property theory of trademarks, CALLMAN, supra note 10, § 11.3,
at 47; MCCARTHY supra note 14, § 2:6; McClure, supra note 27, at 313-16, 327-29; J. GILSON,
TRADEMARK PROTECTION & PRACTICE § 1.03[5] (1982).

38. Ies 1H, 601 F.2d at 636. The complete standard is quoted supra, in text accompanying
note 175.

39. Ives IV converts "suggested, if only by implication" to "suggestion, at least by implica-
tion." 638 F.2d at 543. See infra note 176 and Conclusion at p. -.

40. E.g., 18 U.S.C. § 2(a) (1976) provides: "Whoever commits an offense against the United
States or aids, abets, counsels, commands, induces or procures its commission is punishable as a
principal." Id "At common law, an accessory before the fact is a person who aids, abets, pro-
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another. In civil law, joint and several liability is imposed on a person
(contributing tortfeasor)4t who induces42 or acts in concert43 with another
(direct tortfeasor) resulting in the commission of a tort. For liability to be
imposed on the basis of concerted activity, there must be at least a tacit
understanding between the parties to engage in tortious conduct, and each
party must proceed tortiously, i.e., intentionally or negligently, with regard
to the commission of the tort.44

Joint and several liability may also be imposed on two or more per-
sons acting independently (i.e., without at least a tacit understanding),
each in a tortious manner (intentionally or negligently), with the resulting
commission of a tort and injury to the plaintiff of an unapportionable na-
ture.45 The tortious conduct of the contributing and direct tortfeasors may
occur concurrently or consecutively. 46

The question whether the first acting party whose conduct contributes

cures, commands, counsels, or otherwise encourages another to commit a crime, but is not present
when the crime is committed." 1 WHARTON'S CRIMINAL LAW § 32 (14th ed. Torcia 1978). "An
accessory before the fact is one who is guilty of felony by reason of having aided, counseled,
commanded or encouraged the commission thereof, without having been present either actually or
constructively at the moment of perpetration." PERKINS, CRIMINAL LAW 663 (2d ed. 1969).

41. RESTATEMENT (SECOND) OF TORTS § 875 (1979) (Contributing Tortfeasors--General
Rule). The several liability of contributing tortfeasors should be distinguished from any right to
contribution from other contributing tortfeasors. See RESTATEMENT (SECOND) OF TORTS
§§ 886A and 886B (1979).

42. RESTATEMENT (SECOND) OF TORTS § 877 (1979) (Directing or Permitting Conduct of
Another).

For harm resulting to a third person from the tortious conduct of another, one is subject
to liability if he

(a) orders or induces the conduct, if he knows or should know of circumstances
that would make the conduct tortious if it were his own, or

(b) conducts an activity with the aid of the other and is negligent in employing
him, or

(c) permits the other to act upon his premises or with his instrumentalities, know-
ing or having reason to know that the other is acting or will act tortiously, or

(d) controls, or has a duty to use care to control, the conduct of the other, who is
likely to do harm if not controlled, and fails to exercise care in the control, or

(e) has a duty to provide protection for, or to have care used for the protection of,
third persons or their property and confides the performance of the duty to the other,
who causes or fails to avert the harm by failing to perform the duty.

43. RESTATEMENT (SECOND) OF TORTS § 876 (1979) (Persons Acting in Concert).
44. Id comment a. See W. PROSSER, TORTS § 46 (4th ed. 1971). For the purposes of the

categorizations used in this Article, inducing the commission of a tort, unless otherwise indicated,
will be considered as a type of concerted conduct involving at least a tacit understanding between
the inducing and induced parties.

A distinction must be made between liability based upon fault (intentional or negligent con-
duct) contributing to the commission of a tort and liability imposed without fault on the basis of
the status of the party upon whom liability is imposed vis-a-vis the actual wrongdoer. In the
context of negligent conduct, Dean Prosser states:

A is negligent, B is not. "Imputed negligence" means that, by reason of some rela-
tion existing between A and B, the negligence of A is to be charged against B, although B
has played no part in it, has done nothing whatever to aid or encourage it, or indeed has
done all that he possibly can to prevent it. . . . [Tihe result may be that B, in C's action
against him, becomes liable as a defendant for C's injuries, on the basis of A's negli-
gence. This is sometimes called imputed negligence. More often it is called vicarious
[iability, or the principle is given the Latin name of respondeat superior.

Id § 69.
45. RESTATEMENT (SECOND) OF TORTS § 879 (1979) (Concurring or Consecutive Independ-

ent Acts).
46. Id
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to the resulting injury to the plaintiff by the second acting party has often
been dealt with as a causation problem-whether the conduct of the sec-
ond party which actually inflicted the injury on the plaintiff was an "inter-
vening cause" which would thereby insulate the first acting party from
liability.47 However, as viewed by Dean Prosser: "It is best stated as a
problem of duty [on the part of the first actor] to protect the plaintiff
against such an intervening cause."'48 This duty approach was taken by
Judge Wyzanski in Coca-Cola Co. v. Snow Crest Beverages,49 cited by the
court of appeals in Ives II as setting forth the "proper criteria"50 for con-
tributory trademark infringement.

If the first party acted with the intent that the second party commit a
tort or a crime, civil liability may be imposed on the basis of concerted or
induced conduct. On the other hand, if the first party did not intend the
commission of the tort or crime, but knew or should have known that the
second party intended to commit the tort or crime, the first party may be
held civilly liable on a negligence basis if a reasonable person, under the
circumstances, would have foreseen that the second party was likely to
commit the intentional tort or crime.5'

These well established tort principles of joint and several liability are
generally applicable to contribution to the statutory torts of the infringe-
ment of patents, copyrights and federally registered trademarks, as well as
to the common law tort of unfair competition involving confusion of
source. The extent to which these principles for tortious contribution have
been applied, however, has been dependent upon the nature of the right
involved and the duty, if any, of the alleged contributing tortfeasor to pro-
tect against invasion of that right.

A. Contributory Patent Infringement

The cyclic history of contributory patent infringement52 is illustrative
of the competing interests of "free" competition in unpatented goods and
the scope of the entitlement provided to the patent owner. The common
law requirement that concerted conduct involve at least a tacit agreement
between the parties was extended at an early date by the fiction of "im-
plied concerted conduct," which was introduced in the seminal case of
contributory patent infringement, Wallace v. Holmes,53 decided in 1871.
Plaintiff's patent was directed to an oil lamp, the claimed invention being
the combination of a burner and a glass chimney disposed over the burner.
Defendant did not sell the entire claimed combination but only sold the
burner. When the purchaser of the burner from defendant placed a stan-

47. W. PROSSER, TORTS § 44 (4th ed. 1971).
48. Id at 283.
49. 64 F. Supp. 980 (D. Mass. 1946). a f'd, 162 F.2d 280 (1st Cir.), cert. denied, 332 U.S. 809

(1947).
50. Ives 11, 601 F.2d at 636.
51. RESTATEMENT (SECOND) OF TORTS § 302B (1979) (Risk of Intentional or Criminal Con-

duct). See also id § 302A.
52. See generally, CHISUNI, supra note 32, § 17 (1982); Oddi, supra note 32. For an early

study see Roberts, Contributory Infringement of Patent Rights, 12 HARV. L. REV. 35 (1898).
53. 20 F. Cas. 74 (No. 17,100) (C.C.D. Conn. 1871).
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dard chimney over the burner, this constituted direct infringement of the
patent ("making" the combination invention). The burner was the novel
aspect of the invention and had no other use but in the claimed combina-
tion, i.e., with a chimney disposed over it. Defendant was held liable as an
infringer of the patent. The individual purchasers of the burners could be
held liable as direct infringers on a strict liability basis54 (as is also the case
in copyright 55 and trademark56 law), but need not be joined with the con-
tributory infringer.

The extension of concerted conduct theory is justified in Wallace v.
Holmes on the basis of the nature of the element being sold:

Here, the actual concert with others is a certain interference
from the nature of the case, and the distinct efforts of the defendants
to bring the burner in question into use, which can only be done by
adding the chimney. The defendants have not, perhaps, made an
actual prearrangement with any particular person to supply the
chimney to be added to the burner; but, every sale they make is a
proposal to the purchaser to do this, and his purchase is a consent
with the defendants that he will do it, or cause it to be done. The
defendants are, therefore, active parties to the whole infringement,
consenting and acting to that end, manufacturing and selling for the
purpose.57

The policy reasons given for the extension in Wallace v. Holmes were that
to require the patent owner to sue the great number of purchasers of the
burners from defendant would be unfair and that to deny plaintiffs claim
would deprive him of the rights under the patent due to the technicality
that defendant did not himself actually infringe the patent (i.e., the combi-
nation of the burner and the chimney). These policy reasons have been
repeated throughout the years and continue to be relied upon to support
the doctrine.58

Wallace v. Holmes was immediately accepted by the courts.59 The
term "contributory infringement" was not used in the decision but was
coined several years later.60 The inference of concerted action to infringe
the patent was limited, however, to those situations where the element be-

54. In Aro Mfg. Co., Inc. v. Convertible Top Replacement Co., Inc. 377 U.S. 476 (1964)
[hereinafter cited asAro I], the Supreme Court stated with regard to 35 U.S.C. § 271 (a) (direct
patent infringement): "Not only does that provision explicitly regard an unauthorized user of a
patented invention as an infringer, but it has often and clearly been held that unauthorized use,
without more, constitutes infringement." Id at 484 (citations omitted). This has long been the
common law rule which § 271(a) codified. See Hogg v. Emerson, 52 U.S. 587, 607-08 (1850); 3 W,
ROBINSON, THE LAW OF PATENTS § 901 (1890).

55. See 3 M. NIMMER, COPYRIGHT § 13.08 (1982) [hereinafter cited as NIMMER]. The Copy-
right Act of 1976, 17 U.S.C. § 501(a) (1976), provides: "Anyone who violates any of the exclusive
rights of the copyright owner as provided by sections 106 through 118. . .is an infringer of the
copyright."

56. Saxlehner v. Siegel-Cooper Co., 179 U.S. 42, 43 (1900). See MCCARTHY, supra note 14,
§§ 23:30, 23:3 1A. See also Pattishall, The Impact of Intent in Trade Identity Cases, 65 Nw. U.L.
REV. 421 (1970), and Lanham Act § 32, 15 U.S.C. § 1114 (1976), quoted supra note 21.

57. 29 F. Cas. at 80.
58. Most recently these policy reasons were reaffirmed in Dawson Chemical Co. v. Rohm &

Haas Co., 448 U.S. 176, 187-88 (1980).
59. CHISUM, supra note 32, § 17.02[l].
60. Snyder v. Bunnell, 29 F. 47,48 (C.C.S.D.N.Y. 1886) ("The complainants invoke the doe-
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ig sold had no other use but in infringing the patented invention (i.e., was
a "nonstaple"). 61 If, on the other hand, the element being sold had uses
other than in infringing the patent (i.e., was a "staple"), the inference of
intent was not drawn. In order to hold the seller of the staple liable as a
contributory infringer, the patent owner had to prove actual intent (e.g.,
active inducement of the infringement of the patent by the purchaser in
order to sell the staple).62 Accordingly, a seller of staples was under no
duty to ascertain how his purchaser intended to use the staples; the duty
extended only to refrain from actively inducing an infringment and from
engaging in concerted activity with the direct infringer.63 The underlying
rationale was that to impose a duty on the seller of the staple to ascertain
use by each and every of its customers would impose an unreasonable re-
straint on the sale of staple articles of commerce; thus, even if the seller of
the staple had knowledge that it was being used in infringing a patent, he
was under no duty to refrain from selling the staple to that buyer.64

With regard to a nonstaple element of an invention having no other
market but that created by the patented invention, the seller was held to be
under a duty to ascertain that it was not being used in a patented invention
or that its purchaser was authorized to use it in such an invention.65

Hence, at least prior to Aro Mfg. Co. v. Convertible Top Replacement Co.
(Aro 1J) ,66 the seller of a nonstaple may have been held liable on a negli-
gence basis, i.e., if he knew or should have known that the nonstaple was
intended for use in a patented invention.67

trine of contributory infringement, the clearest illustration of which is, perhaps, found in Wallace
v. Holmes ....").

61. As stated by Taft, J. in Thomson-Houston Elec. Co. v. Ohio Brass Co., 80 F. 712 (6th Cir.
1897):

[It] is a matter of certain inference from the circumstance that parts sold can only be used
in the combinations patented. Of course, such an inference could not be drawn had the
articles, the sale or offering of which was the subject of complaint, being adapted to other
uses than in the patented combination. In the latter case the intention to assist in in-
fringement must be otherwise shown affirmatively, and cannot be inferred from the mere
fact that the [staple] articles are in fact used in the patented combinations or may be so
used ....

...But where the article can only be used in a patented combination, the inference
of the intention of the maker and seller is certain, and the right of the patentee to injunc-
tion ought, we think, be equally certain.

Id at 723-24.
62. CHIsUM, supra note 32, § 17.02, at 17-5 - 17-6.
63. Id at 17-6 - 17-7 n.8.
64. As stated by Judge Mayer in Individual Drinking Cup Co. v. Errett, 297 F. 733 (2d Cir.

1924):
[I]t would, indeed, place a heavy burden upon trade, and go far beyond the beneficial
purposes of the patent monopoly, to hold that it was the duty of the vendor of an unpat-
ented article of commerce to ascertain whether the article was, as held by the decree
below, "adapted for use" in the infringing apparatus "under such circumstances as
would lead a reasonable person to suppose that the purchasers meant to use" the article
in the infringing apparatus.

Id at 740.
65. Thomson-Houston Elec. Co. v. Kelsey Elec. Ry. Specialty Co., 75 F. 1005, 1010 (2d Cir.

1896). Accord, Thomson-Houston Elec. Co. v. Ohio Brass. Co., 80 F. 712, 723 (6th Cir. 1897).
66. 377 U.S. 476, 488 n.8 (1964).
67. Compare Judge Lowell's conclusion in Tubular Rivet & Stud Co. v. O'Brien, 93 F. 200

(C.C.D. Mass. 1898):
Ordinarily, ignorance of the existence of a patent does not justify infringement, but it
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Contributory patent infringement cannot be considered without refer-
ence to the "antithetical" doctrine of patent misuse.68 Shortly after being
accepted by the courts, contributory infringement began to be used as a
means for enforcing "tie-in" licensing agreements.69 Under such agree-
ments the patent owner would license use of the patented invention on the
condition that the licensee purchase unpatented materials for use with the
invention from the patent owner. If a third party sold the unpatented ma-
terial to the licensee with knowledge of the conditional nature of the li-
cense,70 this would constitute contributory infringement. In this instance
direct infringement would be committed by the licensee who exceeded the
scope of its license by purchasing the materials from an unauthorized
source. Such "tie-in" agreements were approved by the Supreme Court in
Henry v. A.B. Dick Co. ,7t which marked the zenith of the doctrine of con-
tributory infringement. This triumph was short-lived because Henry v.
A.B. Dick Co. was overruled five years later in Motion Picture Patents Co.
v. Universal Film Mfg. Co. 72 The rationale of the Motion Picture case was
that to permit such "tie-in" arrangements enabled the patent owner to ex-
tend the patent beyond the patented invention to protect unpatented sub-
ject matter. 73 This was extended to preclude a patent owner from
enforcing its patent against competing sellers of a staple which was an ele-
ment of the patented invention, when the patent owner expressly74 or im-
pliedly75 licensed only those who purchased the staple from it.

InMorton Salt Co. v. G.S. Suppinger Co. ,76 the doctrine of patent mis-
use was given its equitable basis, i.e., that a patent owner should not be
able to enforce its patent when it was using the patent right "contrary to
the public interest. ' 77 In B.B. Chemical v. Ellis,78 decided the same day as

seems that there is an exception in the case of some contributory infringers, and that the
defendant in this case could not be enjoined unless he not only knew or should have
known the physical destination of his studs, but also actually knew the existence of the
complainant's patent.

Id at 203.
68. "[W]e agree with the Court of Appeals that the concepts of contributory infringement

and patent misuse 'rest on antithetical underpinnings.'" Dawson Chemical Co. v. Rohm & Haas
Co., 448 U.S. 176, 197 (1980), quoting Rohm & Haas Co. v. Dawson Chemical Co., 599 F.2d 685,
697 (5th Cir. 1979) (Gee, J.), a'd, 448 U.S. 176 (1980). For a critical analysis of Dawson Chemi-
cal Co. v. Rohm & Haas Co., see Oddi, Contributory Infringement/Patent Misuse: Metaphisics and
Metamorphosis, 44 U. PITT. L. REv. 73 (1982). See also CHISUM, supra note 32, § 17.02[8].

69. The seminal case was Heaton-Peninsular Button-Fastener Co. v. Eureka Speciality Co.
(Button-Fastener Case), 77 F. 288 (6th Cir. 1896) (Lurton, J.).

70. In Cortelyou v. Johnson & Co., 207 U.S. 196 (1907), the Supreme Court refused to hold
liable the seller of materials to owners of a patented machine where a restriction had been placed
on the owners requiring them to purchase materials only from the patent owner, since it had not
been shown that the seller had adequate notice of the restriction.

71. 224 U.S. 1 (1912), overruled in Motion Picture Patents Co. v. Universal Film Mfg. Co,,
243 U.S. 502 (1917).

72. 243 U.S. 502 (1917).
73. Id at 518.
74. Carbice Corp. of America v. American Patents Dev. Corp., 238 U.S. 27 (1931) (an express

license was granted on the invoice for the purchase of a staple [dry ice] for use in the patented
inventions).

75. Leitch Mfg. Co. v. Barber Co., 302 U.S. 458 (1938) (an implied license was granted to use
the patented process upon the purchase of a staple (bituminous material) from the patent owner).

76. 314 U.S. 488 (1942).
77. Id at 492. Morton Salt was a direct patent infringement case, the defendant being
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Morton Salt, the Court held that it was patent misuse for a patent owner to
condition the use of its invention upon the purchase of an element79 of the
invention from it, even though the competing seller of the element had
allegedly induced the direct infringement. 80 In Mercoid Corp. v. Mid- Con-
tinental Investment Co. (Mercoid 1) and Mercoid Corp. v. Minneapolis-Hon-
eywell Regulator Co. (Mercoid II), patent misuse was held to apply not
only to staples but also to nonstaples. 81 The tension between the doctrines
of patent misuse and contributory infringement was heightened by the fa-
mous dictum of Mr. Justice Douglas in Mercoid I: "The result of this
decision, together with those which have preceded it, is to limit substan-
tially the doctrine of contributory infringement. What residuum may be
left we need to stop to consider."'82

Section 271 of the 1952 Patent Act 83 was introduced to prevent the
doctrine of contributory infringement from being swallowed up by the
competing doctrine of patent misuse, as was feared under a broad reading
of the Mercoid decisions. 84 Paragraph (a) of section 271 defines direct
infringement; paragraph (b) holds as an infringer any person who "ac-
tively induces" infringement; paragraph (c) codifies contributory infringe-
ment of the type recognized in Wallace v. Holmes, where the element being
sold has no substantial noninfringing use and the seller of that element
knows it "to be especially made or especially adapted for use in an in-
fringement of such patent." The knowledge requirement in this paragraph
was interpreted in the Aro II decision as requiring the seller to know that
the combination for which the nonstaple was being sold was patented and
also that it was to be used in an infringing manner.85 This holding thus
eliminated the negligence aspect of contributory infringement, since a
seller of even a nonstaple would not be held liable until notified that the
nonstaple was being used in a patented combination in an infringing
manner.

Section 271(d) provides three exceptions to the patent misuse defense
which enable a patent owner to rely upon contributory infringement even
though he has (1) derived revenues from acts, or (2) licensed acts which if
performed by others would constitute contributory infringement, or
(3) sought to rely upon contributory infringement to enforce his patent

charged with direct infringement of a patented salt-dispensing machine. The patent owner tied
the use of the patented machine to the purchase of salt pellets from it.

78. 314 U.S. 495 (1942).
79. The element being sold by the patent owner was a fabric pre-coated with cement and cut

into strips suitable for use in its patented process for reinforcing shoe insoles. The majority of five
justices in Dawson Chemical Co. v. Robn & Haas Co. considered this element to be a staple. 448
U.S. at 194 n. 12 (1980). There was a strong dissent. Id at 227-29.

80. 314 U.S. at 497-98.
81. Mercoid Corp. v. Mid-Continental Investment Co., 320 U.S. 661 (1944) [hereinafter cited

as Mercoid I]; Mercoid Corp. v. Minneapolis-Honeywell Regulator Co., 320 U.S. 680 (1944)
[hereinafter cited as MercoidII]. The non-staples were special switches which had no substantial
use outside of patented heating systems.

82. Mercoidl, 320 U.S. at 669.
83. 35 U.S.C. § 271 (1976).
84. The legislative history of § 271(c) and (d) is summarized in Dawson Chemical Co. v.

Rohm & Haas Co., 448 U.S. at 202-12.
85. 377 U.S. at 488.
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rights. In Dawson Chemical Co. v. Rohm & Haas Co. ,86 the Supreme Court
interpreted the relationship between paragraphs (c) and (d) of section 271
and held that a patent owner who sells an unpatented nonstaple and re-
fuses to license competitors to sell the nonstaple for use in the patented
invention is not guilty of patent misuse, provided the nonstaple is "essen-
tial to that invention's advance over prior art." 87

B. Contributory Copyright Infringement

Contributory infringement in copyright law was recognized within a
relatively short time after its recognition in patent law. In Harper v. Shop-
pell,8 8 decided in 1886, defendant made a copy of a picture appearing in
plaintiff's copyrighted newspaper and sold the plate to a rival newspaper
with knowledge that it would be used by the latter to reproduce the pic-
ture. The court held: "[Defendant] occupies the position of a party acting
in concert with the purchaser [of the plate bearing the picture] who printed
and published it, and is responsible with him as a joint tort-feasor." 89

In the relatively few cases involving contributory copyright infringe-
ment, liability has generally been based on concerted conduct, where the
contributory infringer had, at least, actual knowledge of what the direct
copyright infringer was doing.90 In the leading case, Gershwin Publishing

86. 448 U.S. at 213.
87. Id An element of a patent invention not so qualifying presumably would be subject to

the full impact of the patent misuse doctrine. See Oddi, supra note 68, at 95-105.
88. 26 F. 519 (C.C.S.D.N.Y. 1886). In Kalem Co. v. Harper Bros., 222 U.S. 55, Mr. Justice

Holmes, stated:
But no such niceties are involved here. The defendant not only expected but in-

voked by advertisement the use of its films for dramatic reproduction of the story. That
was the most conspicuous purpose for which they could be used, and the one for which
especially they were made. If the defendant did not contribute to the infringement it is
impossible to do so except by taking part in the final act. It is liable on principles recog-
nized in every part of the law.

Id at 62-63 (citing Harper v. Shoppell, and two cases involving contributory patent infringement,
Rupp & Wittgenfeld Co. v. Elliott, 131 F. 730, 732 (6th Cir. 1904), and Morgan Envelope Co. v.
Albany Paper Co., 152 U.S. 425, 433 (1894)).

89. 26 F. at 521 (citing Wallace v. Holmes, 29 F. Cas. 74 (No. 17,100) (C.C.D. Conn. 1871)
discussed supra at note 53, and De Kuyper v. Witteman, 23 F. 871 (S.D.N.Y. 1885) (involving
trademark contributory infringement)).

90. Belford v. Scribner, 144 U.S. 480 (1892) (printer under contract with seller of imprinting
material liable therewith as infringer); Gershwin Publishing Corp. v. Columbia Artists Manage-
ment, Inc., 443 F.2d 1159 (2d Cir. 1971) (see infra text accompanying note 89); Gross v. Van Dyk
Gravure Co., 230 F. 412 (2d Cir. 1916) (printer and seller of infringing photograph liable as in-
fringers along with photographer); Universal City Studios, Inc., v. Sony Corp. of America, 659
F.2d 953, 975 (9th Cir. 1981), cert. granted, 457 U.S. 1116 (1982), argued, Jan. 18, 1983, 51
U.S.L.W. 3543 (U.S. Jan. 25, 1983). ("First, the knowledge element is clearly satisfied. The cor-
porate appellees 'know' that the Betamax will be used to reproduce copyrighted materials."); Ait-
ken, Hazen, Hoffman, Miller, P.C. v. Empire Constr. Co., 542 F. Supp. 252 (D. Neb. 1982)
(following Gershwin-no knowledge of infringing act); Original Appalachian Artworks v. Cradle
Creations Inc., COPYRIGHT L. REP. (CCH) 25,387 (N.D. Ga. 1982) (actual knowledge that de-
fendant's booklet would be used to make infringing copies of plaintiffs copyrighted doll); Univer-
sal City Studios, Inc. v. American Invsco Management, Inc., COPYRIGHT L. REP. (CCH) 25,271
(N.D. IlL. 1981) (liability if it could be shown that defendant knew of imminent infringement by
lessee); Johnson v. Salomon, 197 U.S.P.Q. (BNA) 801 (D. Minn. 1977) (arranging for sales of
infringing game and misrepresentations to keep copyright owner from taking action); Celestial
Arts, Inc. v. Neyler Color-Lith. Co., 339 F. Supp. 1018 (E.D. Wis. 1971) (contracting with another
to produce infringing copies). S,-e generally NIMMER, supra note 55, § 12.04[AJ. Vicarious liabil-
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Corp. v. Columbia Artists Management, Inc. ,91 decided by the Second Cir-
cuit, defendant was held liable as a contributory infringer for sponsoring
the creation of local organizations for the performance of musical produc-
tions where defendant knew that copyrighted material would be per-
formed. The standard announced for contributory copyright infringement
was: "[O]ne who, with knowledge of the infringing activity, induces,
causes or materially contributes to the infringing conduct of another, may
be held liable as a 'contributory' infringer." 92

Universal City Studios, Inc. v. Sony Corp. ofAmerica (Betamax case) 93

marks the first instance where the doctrine of implied concerted conduct
may be said to be invoked in copyright law. Sony was held as a contribu-
tory infringer for selling video tape recorders which consumers used to
infringe copyrights owned by the plaintiffs. The analogy was drawn by the
Ninth Circuit to section 271(c) of the Patent Act on the theory that a video
tape recorder is a nonstaple article of commerce having no substantial
noninfringing use.94 The court also adopted the Gershwin standard and
held that the alleged contributory infringer need not have actual knowl-
edge of copyright infringement (as a legal conclusion) but only have
knowledge of the "infringing activity." Evidently this is knowledge of "in-
fringing activity" in general rather than with regard to specific copyrights;

ity has been broadly applied in copyright cases. In the leading case, Shapiro, Bernstein & Co. v.
H.L. Green Co., 316 F.2d 304 (2d Cir. 1963), the court stated:

It is quite clear, for example, that the normal agency rule of respondeat superior applies
to copyright infringement by a servant within the scope of his employment. . . . Realis-
tically, the courts have not drawn a rigid line between the strict cases of agency, and
those of independent contract, license, and lease. . .. Many of the elements which have
given rise to the doctrine of respondeat superior. . . may also be evident in factual set-
tings other than that of a technical employer-employee relationship. When the right and
ability to supervise coalesce with an obvious and direct financial interest in the exploita-
tion of copyrighted materials--even in the absence of actual knowledge that the copy-
right monopoly is being impaired, . . .- the purposes of copyright law may be best
effectuated by the imposition of liability upon the beneficiary of that exploitation.

Id at 307 (citations omitted). See also Aitken, Hazen, Hoffman, Miller, P.C. v. Empire Constr.
Co., 542 F. Supp. 252 (D. Neb. 1982), and Johnson v. Salomon, 197 U.S.P.Q. (BNA) 801 (D.
Minn. 1977) considering both contributory infringement and vicarious liability.

91. 443 F.2d 1159 (2d Cir. 1971).
92. Id. at 1162.
93. 659 F.2d 963 (9th Cir. 1981), cert. granted, 457 U.S. 1116 (1982), argued Jan. 15, 1983,51

U.S.L.W. 3543 (U.S. Jan. 25, 1983), reargued Oct. 3, 1983, 52 U.S.L.W. 3285 (U.S. Oct. 11, 1983).
94. The court of appeals rejected the district court's analysis, 480 F. Supp. 429, 461 (C.D. Cal.

1979), that video tape recorders were staple articles of commerce, such as typewriters, audio re-
corders, cameras, and photocopying machines. Video tape recorders were distinguished by the
court's drawing the conclusion that: "Virtually all television programming is copyrighted mate-
rial. Therefore, videotape recorders are not "suitable for substantial noninfringing use.'" 659
F.2d at 975 (footnote omitted). This conclusion virtually outlaws video tape recorders and goes
well beyond the protection provided under 35 U.S.C. § 271(c) for nonstaples, where the accused
contributing infringer must not only sell a nonstaple having no substantial use but in infringing a
particular patent but also must have actual knowledge of the particular patent. See Aro 1I, 377
U.S. 476 (1964). Ironically, in the footnote to the quotation supra from the Betamax opinion, the
court of appeals cites.Aro II. See also Midway Mfg. Co. v. Arctic Int'l, Inc., 211 U.S.P.Q. (BNA)
1152 (N.D. Ill. 1981), where the court followed the district court's analysis in the Betamax case,
finding that defendant's device was a staple because it could be used with a variety of video games
in addition to plaintiffs copyrighted one. But see Stewart v. Southern Music Distributing Co., 503
F. Supp. 258 (M.D. Fla. 1980), where the supplying of a juke box was considered contributory
infringement, citing Gershwin.
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hence, contribution is being implied from the nature of the product (video
tape recorders) being sold.

If Sony and other manufacturers are enjoined from marketing video
tape recorders, the economic consequences of this decision are different
from those in a contributory patent infringement case under section 271 (c)
where the plaintiff and defendant are normally competitors in the sale of
the unpatented nonstaple. In the Betamax case, plaintiff and defendant
are noncompetitors;95 however, the value 0 copyrighted material for use
on television will be significantly increased by the exclusion of competition
by means of home recordings. This decision, if sustained by the Supreme
Court, demonstrates the remarkably potent weapon that the doctrine of
contributory infringement may provide the copyright owner.

The district court in Screen Gems-Columbia Music, Inc. v. Mark-F
Records, Inc. 96 would extend liability for contributory copyright infringe-
ment beyond actual knowledge of the infringing activity to constructive
knowledge. 97 The defendants charged with contributory infringement
were an advertising agency that had purchased radio time for advertising a
record album containing infringing compositions, the radio station and its
owner, and a distributing agency that mailed out the albums. Motions for
summary judgment were denied these defendants because an inference of
knowledge of the infringing activity could be drawn from the facts alleged,
e.g., the nature of the enterprise selling the album, the pervasiveness of
record piracy, and the low price of the album as advertised. The court
stated: "All the defendants, of course, had it within theirpower to require
the advertiser [direct copyright infringer] to present proof of the authentic-
ity of the product. '' 98 This, however, begs the question of whether and, if
so, to what extent the respective defendants should be placed under a duty
to protect the copyright owner against direct infringement. 99

Copyright misuse, by direct analogy to patent law, would appear to be
available to an infringer of a copyright as an equitable defense against the
enforcement of the copyright.'00 The Supreme Court has not directly
ruled on the issue of copyright misuse in an infringement case but im-
pliedly has recognized the doctrine in cases involving antitrust violations
by copyright owners.' 0 The doctrine does not appear to have been in-

95. In Morton Salt Co. v. G.S. Suppiger Co., 314 U.S. 488 (1942), patent misuse was held
against the patent owner even though the accused direct infringer did not compete against the
patent owner in the sale of the staple (salt pellets).

96. 256 F. Supp. 399 (S.D.N.Y. 1966). The court of appeals in Gershwin quotes with favor
from Screen Gems with respect to the negligence standard, 443 F.2d at 1162.

97. Other courts, including Gershwin, 443 F.2d at 1162, have referred to the "should have
known" standard of Screen-Gems but appear to have relied upon actual knowledge. See Aitken,
Hazen, Hoffman, Miller, P.C. v. Empire Constr. Co., 542 F. Supp. 252 (D. Neb. 1982), and Uni-
versal City Studios, Inc. v. American Invsco, Management, Inc., COPYRIGHT L. REP. (CCH) 25,
271 (N.D. 111. 1981).

98. 256 F. Supp. at 405 (emphasis added).
99. See W. PROSSER, J. WADE & V. SCHWARTZ, CASES & MATERIALS ON TORTS 839-41 (7th

ed. 1982).
100. See generally NIMMER, supra note 55, § 13.09[A].
101. In United States v. Paramount Pictures, Inc., 334 U.S. 131 (1948), the Court approved the

district court's reliance on the patent misuse doctrine:
The District Court held it illegal for that reason and for the reason that it "adds to the
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voked in a contributory infringement case.

C. Contributory Trademark Infringement

Contributory trademark infringement was first recognized in "label"
cases.' 0 2 In De Kuyper v. Witteman,103 defendants' demurrer was over-
ruled on complainants' allegation that defendants were "actively engaged
in assisting third persons" to infringe their trademark by printing and sell-
ing labels imitating those of complainants "with the obvious purpose of
enabling others by the labels to palm off their goods ... ."104

In what appears to be the first trademark case to use the term "con-
tributory infringement," Von Mumm v. Witteman, °5 decided in 1898, the
court distinguished between the inferences permissibly drawn with regard
to the nature of the article being sold by the accused contributory trade-
mark infringer in the same manner as they were distinguished in patent
law, i.e., on the basis of whether the article being sold was a nonstaple or a

monopoly of a single copyrighted picture that of another copyrighted picture which must
be taken and exhibited in order to secure the first." That enlargement of the monopoly
of the copyright was condemned below in reliance on the principle which forbids the
owner of a patent to condition its use on the purchase or use of patented or unpatented
materials.

Id at 157. In United States v. Loew's Inc., 371 U.S. 38, 49-50 (1962), the Court stated: "There
may be rare circumstances in which the doctrine we have enunciated under § 1 of the Sherman
Act prohibiting tying arrangements involving patented or copyrighted tying products is inapplica-
ble. However, we find it difficult to conceive of such a case, and the present case is clearly not
one." Recently the Seventh Circuit in F.E.L. Publications, Inc. v. Catholic Bishop of Chicago, 214
U.S.P.Q. (BNA) 409 (7th Cir. 1982), stated in an infringement case:

However, it is copyright misuse to exort a fee for the use of a musical work which is
already. in the public domain. Mercoid Corp. v. Mid-Continental Inv. Co .... Dismis-
sal of a copyright claim for misuse is an equitable defense which requires a balancing of
the equities. We think that in this case, the scales are tipped in [the copyright owner's]
favor.

Id at 413 n.9. The court did not explicitly balance the equities on the misuse issue. It found that
the copyright owner had not violated the Sherman Act for "blanket licensing," applying the "rule
of reason" as set forth in Broadcast Music, Inc. v. Columbia Broadcasting System, Inc., 441 U.S. 1
(1979). See also Buffalo Broadcasting Co. v. ASCAP, 215 U.S.P.Q. (BNA) 137, 154, n.45
(S.D.N.Y. 1982) (holding blanket licensing under the circumstances a violation of § 1 of the Sher-
man Act and also copyright misuse); and Broadcast Music, Inc. v. Moor-Law, Inc., 527 F. Supp.
758 (D. Del. 1981) (recognizing the doctrine of copyright misuse in an infringement suit but not
finding misuse), aftd, 691 F.2d 490 (1982).

102. De Kuyper v. Witteman, 23 F. 871 (S.D.N.Y. 1885); Carson v. Ury, 39 F. 777 (E.D. Mo.
1889); Cuervo v. Jacob Henkell Co., 50 F. 471 (C.C.S.D.N.Y. 1892); Von Humm v. Witteman, 85
F. 966 (C.C.S.D.N.Y. 1898), aj'd, 91 F. 126 (2d Cir. 1898); Hennessy v. Herrman, 89 F. 669
(C.C.N.D. Calif. 1898); Hildreth v. Sparks Mfg. Co., 99 F. 484 (C.C.S.D.N.Y. 1899); Sartor v.
Schaden, 125 Ia. 696, 101 N.W. 511 (1904); see also Sawyer v. Kellogg, 7 F. 720 (C.C.D.N.J. 1881)
(defendant held liable for using label in putting up goods at direction of another). In United
States Printing & Lithograph Co. v. Griggs, Cooper & Co., 279 U.S. 156 (1929) (Holmes, J.),
reversing, 119 Ohio St. 151, 162 N.E. 425 (1928), relief was denied the owner of a registered
trademark under the 1905 Trademark Act against the defendant who sold labels bearing the
trademark into states where the trademark owner did not market its goods. RESTATEMENT OF
TORTS § 739 (1938) defines the tort of "contributory infringement" as follows: "One who supplies
third persons with labels, stamps, wrappers or containers bearing designations identical with or
confusingly similar to another's trade-mark or trade name is subject to liability under the same
conditions as the third persons who use the labels, stamps, wrappers, or containers." Note that the
rationale of the label cases is codified in § 32(l)(b) of the Lanham Act, quotedsupra note 21. See
also supra note 22.

103. 23 F. 871 (S.D.N.Y. 1885).
104. Id at 871-72.
105. 85 F. 966 (C.C.S.D.N.Y.), aj'd, 91 F. 126 (2d Cir. 1898).
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staple. Defendants duplicated complainants' label for use on champagne
and substituted the name "S.F. Munn" for complainants' "G.H. Mumm &
Co." Defendants were enjoined from selling such labels, whose only pur-
pose was to enable those purchasing the labels to pass off their beverage as
those of complainants."°6 Fraudulent intent on the part of defendants was
implied on the basis of using the substantially identical name. On the
other hand, no inference of fraudulent intent was to be drawn by defend-
ants' sale of capsules to be placed over the neck of the champagne bottles
which substantially duplicated capsules used by the complainants, when
the capsule only bore the words "extra dry" rather than complainants'
trademark. 0 7 In the absence of a showing of actual fraudulent intent on
the part of defendants, the court refused to enjoin the sale of such capsules.
The court thus applied an implied concerted conduct theory in line with
Wallace v. Holmes by implying intent to infringe with regard to the "non-
staple" labels but not with regard to the "staple" capsules.

Another case following implied concerted conduct theory is Cantrell &
Cochrane, Ltd v. United Bottle Co. ,108 where defendant was held as a con-
tributory infringer for selling to another soft drink bottler bottles previ-
ously marketed by plaintiff, which had plaintiffs trademark "C&C" blown
into the glass. In response to the defense that defendant did not intend to
infringe plaintiffs trademark, the court held that it was not a "bare suppo-
sition," but a "reasonable certainty," that the trademark would be in-
fringed by using the bottles bearing the "C&C" mark as intended.10 9

As in patent and copyright law, liability for trademark infringement is
imposed on the basis of concerted activity." 0 The concerted conduct of
the contributory infringer may take the form of the knowing participation
in the various stages leading to the marketing of a product bearing an in-
fringing trademark, e.g., by manufacturing a product to which an infring-
ing trademark is affixed on the order of the distributor of that product. " '
Other forms of concerted conduct are identified in Stix Products, Inc. v.
United Merchants and Mfrs. ,112 where the accused contributory infringer,
Firestone, in addition to supplying portions of the adhesive paper, assem-
bled the final product, provided marketing, technical and legal advice and
acquiesced in the direct infringer's decision to use the trademark in
question.

106. Id at 968.
107. Id
108. 2 F. Supp. 22 (S.D.N.Y. 1921).
109. Id at 24. In Mishawaka Rubber & Woolen Mfg. Co. v. Panther-Panco Rubber Co., 153

F.2d 662 (1st Cir.), cert. denied, 329 U.S. 722 (1946), the seller of soles bearing an infringing
trademark to shoe manufacturers and repairers could be held as a contributory infringer. How-
ever, no direct infringement was found.

110. See MCCARTHY supra note 14, § 27:3.
111. In John B. Stetson Co. v. Stephen L. Stetson Co., 85 F.2d 586 (2d Cir.), cert. denied, 299

U.S. 605 (1936) the court stated: "Hence marking the lining, sweatband, and certificate label of
the defendant's hats, and the hat boxes, with the name Stephen L. Stetson was an infringement of
the plaintiffs registered trademark 'Stetson'." Id at 587. In Andrew Jergens Co. v. Bonded
Prods. Corp., 21 F.2d 419 (2d Cir.), cert. denied, 275 U.S. 572 (1927) the manufacturer of soap was
supplied with the formula, dies and wrappers for the soap by its distributor. See also Coming
Glass Works v. Jeannette Glass Co., 308 F. Supp. 1321 (S.D.N.Y.), aJ'd, 432 F.2d 784 (1970).

112. 295 F. Supp. 479 (S.D.N.Y. 1968).
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Huber Baking Co. v. Stroehmann Brothers Co. 113 may be considered
an example of active inducement resulting in a holding of contributory
trademark infringement, in addition to involving implied concerted con-
duct for supplying wrappers bearing the infringing trademark. The licen-
sor of a collective mark first granted a license to plaintiff which was
construed to be exclusive within a given territory. The licensor then
granted a second license in the same territory. The grant of the second
license, hence, induced the second licensee to infringe the trademark.114

Beyond concerted and implied concerted activity, at least two district
courts may have been willing to impose liability for contributory trade-
mark infringement on a negligence standard. In Stix Products, Inc. v.
United Merchants & Mfrs., Inc. ,115 defendant provided retailers with pro-
motional material bearing repetitions of plaintiff's trademark. Retailers
cut out the trademarks and used them in an infringing manner to advertise
the sale of goods manufactured by defendant. Commingling two theories
of contribution, the court stated: "[I]t was foreseeable that retailers would
use the material in an infringing manner, as many did. Stix applied the
ammunition to their retailers; the retailers fired the shots. Stix was a
knowing accomplice in the wrongful conduct." '" 6 Drawing the conclusion
that defendant, Stix, was a "knowing accomplice" hardly seems justified in
the absence of some evidence of at least a suggestion on its part that the
retailer cut out the trademarks and used them in an infringing manner.
Rather than trying to rationalize the seemingly inconsistent conclusions,
one may better explain this case by relying on the implied concerted con-
duct theory." 17

In Corning Glass Works v. Jeannett Glass Co. ,118 the defendant manu-
factured ovenwear bearing a design alleged to infringe plaintiff's trade-
mark to the order of the defendant distributor. The court rejected the
manufacturer's argument that it could be held as a contributory infringer
only when it "designedly furnish[ed] dealers with the means for consum-

113. 252 F.2d 945 (2d Cir.), cert. denied, 358 U.S. 829 (1957).
114. In John H. Woodbury, Inc. v. William A. Woodbury Corp., 23 F. Supp. 162 (S.D.N.Y.

1938), defendants issued a circular advising dealers that they had the right to use plaintiffs trade-
mark, setting the style of advertising defendant's goods to the dealer. The court said: "In effect,
this was an authorization to act as they foreseeably might do and actually did, viz., identify de-
fendant's products, as having origin with the plaintiff." Id at 168. Cf Champale, Inc. v. Joseph
S. Pickett & Sons, Inc., 599 F.2d 857 (8th Cir. 1979), where the assignor of an interest in a trade-
mark limited to a particular product was held not responsible when its assignee exceeded the
grant, even though the assignor had knowledge of the breach and received royalties from the
assignee.

115. 295 F. Supp. 479 (S.D.N.Y. 1968).
116. Id at 496 (footnotes omitted).
117. It could be argued that the promotional material bearing the trademark was a nonstaple

having no substantial use outside of infringing plaintiffs trademark. The contrary argument that
the material could be used in a noninfringing manner, e.g., with respect to non-competing goods
or services, is not very convincing in view of the fact that the defendant was a competitor of
plaintiff's. See Sartor v. Schaden, 125 Iowa 696, 101 N.W. 111 (1904), where the argument was
made that the printer of labels was making stock labels which could be used with a variety of
goods. Also, the contributing infringer, Firestone, was found to be engaged in concerted conduct
with the direct infringer. See supra text accompanying note 105.

118. 308 F. Supp. 1321 (S.D.N.Y. 1970).
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mating a fraud."' 1 9 Instead, the court applied a negligence standard, cit-
ing Coca-Cola Co. v. Snow Crest Beverages.t20 It is not apparent why the
manufacturer who affixed the infringing design to the ovenwear could not
have been held as a direct infringer on a strict liability basis.

In contrast to the areas of patent and copyright law, the doctrine of
trademark misuse has been recognized as an equitable defense against the
enforcement of a trademark only where the trademark was used directly,
rather than collaterally, to violate the antitrust laws. t2 ' The Supreme
Court has not expressly adopted the doctrine, nor has it been applied'in a
contributory trademark infringement case.

In summary, in the relatively few cases of contributory trademark in-
fringement, the courts have relied basically upon the actual and implied
concerted conduct standards, as has been the case in the other branches of
intellectual property (patent and copyright) law. Even if the negligence
standard were adopted in circumstances such as those in the Stix and
Corning Glass cases, the remedy granted would be limited to an injunction
against the distribution of promotional material containing plaintiffs
trademark or the use of the infringing trademark on the product. This
would be justifiable to avoid diversion of trade from the trademark owners
under commercial "morality" and "consumer protection" rationales. Dif-
ferent considerations arise, however, if the defendant is also enjoined from
selling its product (unpatented and uncopyrighted), even though it may
reasonably foresee that some of its customers may use plaintiffs trademark
in an infringing manner.

D. Contributory Unfair Competition

Trademark and unfair competition law has been inextricably inter-
twined historically, and this continues today with the common require-
ment in trade identity cases of likelihood of confusion.' 22 It is thus likely
that the manner in which contribution is dealt with in each area will have
an impact on its application in the other areas.

119. Id at 1326.
120. 64 F. Supp. 980 (D. Mass. 1946), a'd, 162 F.2d 280 (1st Cir.), cert. denied, 332 U.S. 809

(1947).
121. See MCCARTHY, supra note 14 § 31:24. In Carl Zeiss Stiftung v. V.E.B. Carl Zeiss, Jena,

298 F. Supp. 1309 (S.D.N.Y. 1969), af'd, 433 F.2d 686 (2d Cir. 1970), cert. denied, 403 U.S, 905
(1971), the court stated: "An essential element of the antitrust misuse defense in a trademark case
is proof that the mark itself has been the basic and fundamental vehicle required and used to
accomplish the violation." Id at 1315. In patent law the patent owner need not have violated the
antitrust laws to be subject to the patent misuse defense. In Motion Picture Patents Co. v. Univer-
sal Film Mfg. Co., 243 U.S. 502, 517-18 (1917), the Court elected to rely upon the extension of the
patent monopoly rationale rather than § 3 of the Clayton Act.

122. As stated by the Supreme Court in Armstrong Paint & Varnish Works v. Nu-Enamel
Corp., 305 U.S. 315 (1938):

If it is a properly registered trademark, a ground to support the cause of action is viola-
tion of the Trade-Mark Act. If it is not a properly registered trademark, the ground is
unfair competition at common law. The facts supporting a suit for infringement and one
for unfair competition are substantially the same.

Id at 325. See also Handler & Pickett, Trade-Marks and Trade-Names-An Analysis and Synthe-
sis (Pis. 1-2), 30 COLUM. L. REv. 168, 759 (1930); RESTATEMENT OF TORTS § 717, Comment a
(1938).
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In regard to contribution to unfair competition, it is useful to distin-
guish cases involving unprivileged imitation (including trade dress imita-
tion) from cases of actual passing off. A cause of action for actual passing
off requires a showing of fraudulent intent (i.e., explicit misrepresentation)
and actual consumer confusion by the passing off of defendant's product
as that of plaintiff.' 23 In trade identity cases, actual fraud need not be
shown (misrepresentation is implied), nor must actual consumer confusion
be proven; likelihood of confusion alone will suffice. 124 In either type of
case, to be held liable the contributor should have tortiously contributed to
the commission of the ultimate tort-actual passing off or implied passing
off by causing likelihood of confusion.

Liability for contribution to actual passing off may be imposed on a
concerted activity basis where the contributor sells a product to an inter-
mediary (e.g., a retailer) and induces the intermediary to pass it off as
plaintiff's product. 25 In such cases the contributor's product need not sim-
ulate plaintiffs, but this would, of course, make it easier for the intermedi-
ary to pass it off.

Similarly, liability may be imposed on the basis of concerted conduct
for contributing to implied passing off where, e.g., the contributor sells a
product (without trade dress) to an intermediary with at least a tacit under-
standing that the intermediary will market the product in trade dress that
simulates plaintiff's trade dress.' 26 If the contributor sells the trade dress
simulating plaintiff's rather than the product, liability could be imposed on
an implied concerted activity theory, provided the trade dress had no sub-
stantial use other than with that product and so caused likelihood of
confusion. 27

The problem is somewhat more complicated when the contributor
simulates plaintiffs product and the intermediary sells the product by
(a) actual passing off or (b) implied passing off (e.g., self service sales).
With regard to actual passing off by the intermediary, the traditional view,

123. RESTATEMENT OF TORTS § 712 (1938).
124. Id §§ 717, 728; Lanham Act § 32(1), 15 U.S.C. § 1114(1) (1976).
125. See, e.g., William R. Warner & Co. v. Eli Lilly & Co., 265 U.S. 526 (1924); Upjohn Co. v.

Schwartz, 246 F.2d 254 (2d Cir. 1957); Smith, Kline & French Laboratories v. Clark & Clark, 157
F.2d 725 (3d Cir.), cert. denied, 329 U.S. 796 (1946); Coca-Cola Co. v. Dixi-Cola Laboratories, 155
F.2d 59 (4th Cir.), cert. denied, 329 U.S. 773 (1946); Coca Cola Co. v. Gay-Ola Co., 200 F. 720 (6th
Cir.), cert. denied, 229 U.S. 613 (1912); Columbian Art Works, Inc. v. Defiance Sales Corp., 45
F.2d 342 (7th Cir. 1930); Ross-Whitney Corp. v. Smith, Kline & French Laboratories, 207 F.2d
190 (9th Cir. 1953); Smith Kline & French Laboratories v. Broder, 125 U.S.P.Q. (BNA) 299 (S.D.
Tex. 1959); Smith, Kline & French Laboratories v. Heart Pharmaceutical Corp., 90 F. Supp. 976
(S.D.N.Y. 1950); Hostetter Co. v. Brueggeman-Reinert Distilling Co., 46 F. 188 (C.C.E.D. Mo.
1891).

126. See, e.g., Dixi-Cola Laboratories, Inc. v. Coca-Cola Co., 117 F.2d 352 (4th Cir.), cert.
denied, 314 U.S. 629 (1941); Howard Dustless Duster Co. v. Carleton, 219 F. 913 (D. Conn. 1915);
Hostetter Co. v. Brueggeman-Reinert Distilling Co., 46 F. 188 (C.C.E.D. Mo. 1891).

127. Societe Anonyme de la Distillerie de la Liqueur Benedictine de l'Abbave de Fecamp v.
Western Distilling Co., 42 F. 96 (C.C.E.D. Mo. 1890) (defendant sold stock of cordial, bottles and
labels); Cuervo v. Jacob Henkell Co., 50 F. 471 (C.C.S.D.N.Y. 1892) (defendant sold cigar boxes
with labels); George Frost Co. v. E.B. Estes & Sons, 156 F. 677 (D. Mass. 1907) (defendant sold
wooden buttons simulating complainant's rubber ones for use in hose supporters), aft'd, 176 F. 338
(1st Cir. 1910). Cf Canister Co. v. Owens-Illinois Glass Co., 95 F.2d 303 (3d Cir. 1938) (defend-
ant not liable for selling distinctive metal strips to order of competitor of plaintiff who simulated
plaintiff's containers).
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e.g., William A Warner & Co. v. Eli Lily & Co. ,128 and Kellogg Co. v. Na-
tional Biscuit Co. ,129 reflects "free competition" theory on a common law
basis. This view considers the sale of the imitation product as being privi-
leged to the extent that the features copied were nonfunctional and the
imitator did not engage in concerted conduct with the intermediary (e.g.,
suggest the passing off or fail to properly label its product). However, a
number of courts failed to require concerted conduct, involving at least a
tacit agreement that the intermediary would pass off the imitation as the
original, and enjoined the sale of the imitation. Some courts spoke in
terms of the imitator placing an "instrument of fraud" in the hands of its
customers; 30 from this it may be inferred that an implied concerted con-
duct standard of contribution was being applied. Others seemed to be ap-
plying the negligence standard, holding that the imitator knew or should
have known that its customers would pass off the imitation as the origi-
nal.13' Still others appeared to rely on both standards.' 32  At times, in
addition to the traditional wrongful conduct tort terminology of "fraudu-
lent" or "deceitful," the courts spoke of the imitator's conduct in perjora-
tive terms ("poaching," "pirating"), thus implying that the imitator had

128. 265 U.S. 526 (1924).
129. 305 U.S. 111 (1938).
130. As stated by Mr. Justice Brandeis in FTC v. Winsted Hosiery Co., 258 U.S. 483 (1922):

"That a person is a wrongdoer who so furnishes another with the means of consummating a fraud
has long been a part of the law of unfair competition." Id at 494 (footnote omitted). In H.E.
Winterton Gum Co. v. Autosales Gum & Chocolate Co., 211 F. 612 (6th Cir. 1914), the court
stated: "It is urged that defendant is not responsible for the fraud of the retailer; and this is true
where such fraud is not encouraged by the defendant, and where the latter has done its legal duty
in distinguishing its product from that of its competitor." Id at 617. See also N.K. Fairbank Co.
v. R.W. Bell Mfg. Co., 77 F. 869 (2d Cir. 1896); Nugrape Co. of America v. Grazier, 22 F.2d 596
(5th Cir. 1927). Rathbone, Sard & Co. v. Champion Steel Range Co., 189 F. 26 (6th Cir. 1911);
Chesebrough Mfg. Co. v. Old Gold Chem. Co., 70 F.2d 383 (6th Cir.), cert. denied, 293 U.S. 599
(1934); Mershon Co. v. Pachmayr, 220 F.2d 879, 884, n.3 (9th Cir.), cert. denied, 350 U.S. 885
(1955); N.K. Fairbank Co. v. Luckel, King & Cake Soap Co., 102 F. 327 (9th Cir. 1900); Guggen-
heim v. Cantrell & Cochrane, Ltd., 10 F.2d 895 (App. D.C. 1926); Von Mumm v. Frash, 56 F. 830
(C.C.E.D.N.Y. 1893); Scotch Whiskey Ass'n v. Barton Distilling Co., 170 U.S.P.Q. (BNA) 455
(N.D. Ill.), afd in part, ret'd in part, 489 F.2d 809 (7th Cir. 1971). American Viscose Corp. v.
Crown Craft, Inc., 28 F. Supp. 884 (S.D.N.Y. 1939); New England Awl & Needle Co. v. Marlboro
Awl & Needle Co., 168 Mass. 154, 46 N.E. 386 (1897) (Holmes, J.); Cf Rogers v. Win. Rogers
Mfg. Co., 70 F. 1019 (2d Cir. 1895), where the defendant knew dishonest dealers would pass off
but had no intent to deceive public.

131. SK&F Co. v. Premo Pharmaceutical Laboratories, 625 F.2d 1055 (3d Cir. 1980); Coca-
Cola Co. v. Snow Crest Beverages, Inc., 64 F. Supp. 980 (D. Mass.), aI'd 162 F.2d 280 (1st Cir.),
cert. denied, 332 U.S. 809 (1947) (but see infra text accompanying notes 179-93.); Merrell-National
Laboratories v. Zenith Laboratories, Inc., 194 U.S.P.Q. (BNA) 157. 160 (D.N.J. 1977) ("In fact, if
the passing off is foreseeable or reasonably may be anticipated, liability rests with the manufac-
turer even in the absence of any intent to pass off by the manufacturer."), aff'd, 579 F.2d 786 (3d
Cir. 1978); National Dairy Prods. Corp. v. Willever, 139 U.S.P.Q. 443 (E.D. Mich. 1963); Mattel,
Inc. v. Goldberger Doll Mfg. Co., 200 F. Supp. 517 (E.D.N.Y. 1961); Kay Dunhill, Inc. v. Dunhill
Fabrics, Inc., 44 F. Supp. 922 (S.D.N.Y. 1942), Smith v. Chanel, Inc., 402 F.2d 562, 570 (9th Cir.
1968) ("But where ... the appellants have done all that could reasonably be expected to avoid
confusion, the speculative possibility of deliberate fraud by third persons is not a sufficient basis
for injunctive relief.").

132. Stewart Paint Mfg. Co. v. United Hardware Distrib. Co., 253 F.2d 568 (8th Cir. 1958);
Union Carbide Corp. v. Ever-Ready Inc., 531 F.2d 366, 384 (7th Cir.), cert. denied, 429 U.S. 830
(1976); A.H. Robins Co. v. Medicine Chest Corp., 206 U.S.P.Q. (BNA) 1015, 1019 (E.D. Mo.
1980); Pennwalt Corp. v. Zenith Laboratories, 472 F. Supp. 413, 418-19 (E.D. Mich. 1979); Reid,
Murdock & Co. v. H.P. Coffee Co., 48 F.2d 817 (8th Cir.), cert. denied, 284 U.S. 621 (1931).
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misappropriated something belonging to the originator. 33 Extending the
"quasi property" logic-"to reap where it has not sown"--of International
News Service v. Associated Press ,134 the wrong became the imitation of the
product itself rather than the contribution the imitator made to the com-
mission of the ultimate tort (actual passing off). If the wrong was un-
privileged imitation, i.e., the product was passing itself off, then, in
addition to likelihood of confusion, 35 nonfunctionality and secondary
meaning should be established as necessary elements of affording relief to
the originator of the copied product. 136 Yet, these latter two requirements
were sometimes ignored, 137 diluted, 38 or implied from the intentional
copying.'

39

133. Eg., as stated by Judge Frank in Mastercrafters Clock & Radio Co. v. Vacheron & Con-
stantin-Le Coultre Watches, Inc., 221 F.2d 464, (2d Cir.), cert. denied, 350 U.S. 832 (1955): "[The
copier's] intention thus to reap financial benefits from poaching on the reputation of the Atmos
clock is of major importance." Id at 466. Cf. Judge Clark's strong dissent in American Safety
Table Co. v. Schreiber, 269 F.2d 255 (2d Cir. 1959): "The wealth of detail in the opinion, coupled
with its sophisticated employment of such emotive words as "poach," "deceitful," "fraudulent,"
and "cunningly contrived pirating," without orientation in specific findings serves to mask the
essentially revolutionary character of this decision." Id at 277 (Clark, C.J. dissenting).

134. 248 U.S. 215, 239 (1918).
135. Intentional copying is considered to be probative of consumer confusion. RESTATEMENT

OF TORTS § 729(b) (1938). As stated by Learned Hand in My-T-fine Corp. v. Samuels, 69 F.2d 76
(2d Cir. 1934): "But such an intent [to deceive and so to secure the plaintiff's customers] raises a
presumption that customers will be deceived." Id at 77.

136. As stated by Learned Hand in Crescent Tool Co. v. Kilborn & Bishop Co., 247 F. 299 (2d
Cir. 1917): "The defendant has as much right to copy the 'nonfunctional' features of the article as
any others, so long as they have not become associated with the plaintiff as manufacturer or
source." Id at 300. See also RESTATEMENT OF TORTS § 741 (1938).

137. The now classic example of this is Stiffel Co. v. Sears, Roebuck & Co., 313 F.2d 115 (7th
Cir. 1963), rey'd, 376 U.S. 225 (1964), where the functionality of the copied pole lamp was not
considered, secondary meaning was held not to be required by Illinois law, and likelihood of
confusion was dealt with superficially. 313 F.2d at 118. For other cases ignoring the functionality
issue, see Note, Unfair Competition and the Doctrine of Functionality, 64 COLUM. L. REV. 544, 568
n.166 (1964). See, in particular, American Safety Table Co. v. Schreiber, 269 F.2d 255, 277 n.14
(2d Cir.), cert. denied, 361 U.S. 915 (1959), where the features copied were functional and simula-
tion otherwise privileged except for the defendant's deceptive practices.

138. In Day-Brite Lighting, Inc. v. Compco Corp., 311 F.2d 26 (7th Cir. 1962), rev'd, 376 U.S.
234 (1964), nonfunctionality was dealt with on the basis that "several choices of ribbing were
apparently available to meet the functional needs of the product," 311 F.2d at 30, and although
there was no specific finding of secondary meaning by the trial court, it found that the reflector
had "the capacity to identify the plaintiff in the trade and does, in fact so identify the plaintiff to
the trade." 311 F.2d at 29. See also cases cited in Note, supra note 137, at 554-55 nn.70-77, for
cases placing the burden on the copier. See also id at nn.62-64, on the relevance of the availabil-
ity of substitutes on the issue of functionality.

139. See Mastercrafters Clock & Radio Co. v. Vacheron & Constantin-Le Coultre Watches,
Inc., 221 F.2d 464 (2d Cir.), cert. denied, 350 U.S. 832 (1955), which could be construed to infer
both likelihood of confusion and secondary meaning from intentional copying. Judge Frank indi-
cated his own belief that the doctrine of secondary meaning should be modified. 221 F.2d at 466-
67 n.3. See also Upjohn Co. v. Schwartz, 246 F.2d 254 (2d Cir. 1957), but note that the court
concluded: "Nor did plaintiff have any monopoly of a capsule or a tablet of a particular size,
shape or color. They were functional features and could not acquire any secondary meaning."
Id at 256. However, in Norwich Pharmacal Co. v. Sterling Drug, Inc., 271 F.2d 569 (2d Cir.
1959), the court stated: "In cases where the New York courts have occasionally granted relief
without proof of secondary meaning, one of the aforementioned predatory practices was estab-
lished." Id at 571 (citations omitted). These practices were identified as "palming off," "actual
deception" or "appropriation of property rights." Id Upjohn was categorized as involving palm-
ing off, id, and Mastercrafters as involving "actual confusion, palming off and an intent to
deceive." Id at 573. The court rejected plaintiffs argument that on the basis of Mastercrafters,
proof of intentional copying shifted the burden to the copier to prove lack of secondary meaning.
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Sears and Compco put a damper on this type of reasoning but did not
entirely stamp it out. There has been a recent re-emergence of these theo-
ries in the generic drug look-alike cases on the basis of both section 43(a)
of the Lanham Act and state unfair competition law.' 40 As stated by the
Third Circuit in SK&F Co. v. Premo Pharmaceutical Laboratories,14 1 after
quoting the Restatement of Torts illustration based upon Warner:

Moreover, it has been held that it is actionable conduct under New
Jersey Law for a drug manufacturer to put a product in the hands of
a pharmacist in a form in which the manufacturer can reasonably
andcipate that it may be passed off as another product even if the
manufacturer does nothing else to encourage passing offI . . . The
law in other states is similar in this respect. 142

The Sears and Compco decisions are dismissed as not precluding state pro-
tection against both passing off and unprivileged imitation. 43 Under such
an interpretation, it is not immediately apparent why the nonfunctional
features of Day-Brite's lighting fixtures were not protectable under state
law. 44

In any event, if the wrong asserted against the imitator is unprivileged
imitation under section 43(a) of the Lanham Act or state unfair competi-
tion law, resort to any of the contribution theories is unnecessary. The
marketing of imitation products through an intermediary has sometimes
been referred to as "contributory unfair competition," 145 the reasoning be-

Id But see Audio Fidelity, Inc. v. High Fidelity Recordings, Inc., 283 F.2d 551 (9th Cir. 1960).
See MCCARTHY, supra note 14, § 15:4, for a discussion of the "New York" rule.

140. Drawing an inference of secondary meaning from intentional copying: RJR Foods, Inc.
v. White Rock Corp., 603 F.2d 1058, 1060 (2d Cir. 1979); Truck Equipment Serv. Co. v. Fruehauf
Corp., 536 F.2d 1210, 1220 n.13 (8th Cir.), cert. denied, 429 U.S. 861 (1976); Faberge, Inc. v,
Saxomy Prods., Inc., 605 F.2d 426, 428 (9th Cir. 1979); Midway Mfg. Co. v. Dirkschnieder, 214
U.S.P.Q. (BNA) 417, 432 (D. Neb. 1981); Black & Decker Mfg. Co. v. Ever-Ready Appliance
Mfg. Co., 518 F. Supp. 607 (E.D. Mo. 1981) (dictum), all'd, 684 F.2d 546 (8th Cir. 1982); E.R.
Squibb & Sons, Inc. v. Premo Pharmaceutical Laboratories, Inc., 195 U.S.P.Q. (BNA) 545
(S.D.N.Y. 1977); National Lampoon, Inc. v. American Broadcasting Cos., Inc., 376 F. Supp. 733
(S.D.N.Y. 1972), a'd, 497 F.2d 1343 (2d Cir. 1974). See also SK&F Co. v. Premo Pharmaceutical
Laboratories, 625 F.2d 1055 (3d Cir. 1980), where the court stated: "The only value of the trade
dress [color of capsules] was in identifying the goods with their source, and that value suffices in
the New Jersey courts to establish secondary meaning." Id at 1064.

Ignoring the functionality issue: Original Appalachian Artworks, Inc. v. Toy Loft, Inc., 215
U.S.P.Q. (BNA) 745 (11th Cir. 1982); Merrell-National Laboratories, Inc. v. Zenith Laboratories,
Inc., 194 U.S.P.Q. (BNA) 157 (D.N.J. 1977), a fd on other grounds, 579 F.2d 786 (3d Cir. 1978).

141. 625 F.2d 1055 (3d Cir. 1980).
142. Id at 1062 (citations omitted) (emphasis added).
143. "But the Court [in Sears and Compco] was careful to leave undisturbed state laws pro-

tecting against passing off and unprivileged copying of nonfunctional elements of trade dress."
625 F.2d at 1064.

144. See supra note 5.
145. See NiMs,supra note 27, § 284 (Acts Contributing to Unfair Acts). Cf. Langerle & Peter-

son Co. v. Venice Furniture Novelty Mfg. Co., 133 F.2d 266 (7th Cir. 1943): "We have found no
case decided by Illinois courts or elsewhere that recognizes the existence of this novel doctrine of
'contributory' unfair competition." Id at 269. Accord Swank, Inc. v. Anson, Inc., 196 F.2d 330
(Ist Cir. 1952). Cf Smith, Kline & French Laboratories v. Midwest Chem. Dev. Corp., 96 F.
Supp. 797 (E.D. Ohio 1951), where the court stated: "Another form of unfair competition, and
that upon which plaintiff relies, is what is popularly termed contributory infringement or contribu-
tory unfair competition." Id at 799. See also Famolare, Inc. v. Melville Corp., 472 F. Supp. 738,
746 (D. Haw. 1979) (using the term "contributory palming off' in a product simulation case),
aff'd, 652 F.2d 62 (9th Cir. 1982).
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ing that while the intermediary purchasing from the imitator is not
deceived as to the source of the imitation, the intermediary's customers
are. Tortious contribution would become applicable only if the wrong is
considered to be consummated when the intermediary sells the imitation.
On the other hand, when the wrong is unprivileged imitation, requiring
proof of nonfunctionality and secondary meaning in addition to likelihood
of confusion, the imitator may be directly held for marketing the imitation.

It may be noted, however, that in product simulation cases a careful
distinction has not always been drawn between imposing liability for tor-
tious contribution to unfair competition based upon the contribution theo-
ries discussed above and imposing liability on the basis of the tort of
unprivileged imitation where it is the imitation product which is passing
itself off. This problem is implicit in the Ives case now to be discussed.

III. THE IVES STANDARD FOR CONTRIBUTORY TRADEMARK

INFRINGEMENT

The standard for contributory trademark infringement developed in
the Ives case will be analyzed against the backdrop of the various stan-
dards applied for contribution in intellectual property and unfair competi-
tion law and the policy rationales underlying them.

A. The Ives Decisions

Ives Laboratories began marketing cyclandelate (a peripheral vasodi-
lator available only by prescription) under the registered trademark
Cyclospasmol in 1958. Ives had marketed 200 milligram dosages of
Cyclospasmol in pale blue capsules since 1962 and 400 milligram dosages
in blue and red capsules since 1975. When the Ives' patent on the com-
pound cyclandelate expired in 1972, generic manufacturers began to mar-
ket cyclandelate in capsules of the same size, shape and colors.

The generic manufacturers purchased cyclandelate, a white powder,
and colored gelatin capsules on the open market and assembled them. The
capsules were then sold to wholesalers, pharmacies and hospitals. The ge-
neric manufacturers intentionally selected capsules of the same colors for
the same dosages as those previously marketed by Ives under the trade-
mark Cyclospasmol.

Sales of the cyclandelate were not directly solicited through sales rep-
resentatives, but rather through catalogues and promotional materials
which truthfully stated that cyclandelate was "comparable," "similar" or
"equivalent" to Cyclospasmol.146 Some catalogues listed the prices of
both the generic drug and Cyclospasmol, and some referred to the colors

146. Ives 1, 455 F. Supp. at 942, 946; Ives 111, 488 F. Supp. at 396. Cf. SK&F Co. v. Premo
Pharmaceutical Laboratories, 625 F.2d 1055, 1061 (3d Cir. 1980), where the look-alike generic
drug was found not to be the "functional equivalent" of the trademarked brand because of a
difference in bio-availability. For a discussion of pharmaceutical equivalence, see Willig, The
Prosubstitution Trend in Modern Pharmacy Law, 6 U. MICH. J.L. REF. 1, 7-14 (1972), and Note,
Consumer Protection and Prescription Drugs: The Generic Drug Substitution Laws, 67 Ky. L.J. 384,
391-96 (1978-79).
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of the generic capsules. 147
Under the New York state drug substitution law,' 48 a pharmacist is

required to dispense the drug indicated by the physician if the physician
signs over the line labeled "dispense as written" provided on the prescrip-
tion form.149 If the physician signs over another line labeled "substitution
permissible," the pharmacist must substitute the generic equivalent if that
particular drug is on an approved list.'50 If the drug is not on the ap-
proved list, the pharmacist has the option of filling the prescription with
the trademarked drug as prescribed or of substituting its generic
equivalent. 151 Unless the prescriber indicates to the contrary, the pharma-
cist must label the container with the strength of the drug dispensed and
the trademark, when a trademarked drug is dispensed, or the generic name
and the name of its manufacturer, when a generic drug is dispensed. t52

The statute provides for civil and criminal penalties and possible loss of
license to practice for violations by pharmacists.' 53

Ives sought a preliminary injunction in the District Court for the East-
ern District of New York against the generic manufacturers of cyclande-
late and also against wholesalers of the look-alike capsules. Ives
proceeded on three theories: contributory trademark infringement under
section 32 of the Lanham Act, federal unfair competition under section
43(a) of the Lanham Act, and unfair competition under New York law. 15 4

The novel aspect of Ives' claim was the use of contributory trademark in-
fringement. Its theory was that pharmacists who mislabeled generic cyc-
landelate with Ives' trademark Cyclospasmol were direct infringers under
section 32, and that the defendants were contributing to that infringement
by providing the look-alike drugs and the promotional materials compar-
ing the generic and trademarked products.

The district court in Ives I denied relief on all three counts. In Ives HI
the Second Circuit, although disagreeing with the district court's standard
for contributory trademark infringement, affirmed the denial of a prelimi-
nary injunction on the ground that "Ives had failed to adduce the neces-
sary quantum of proof"t55 (fifteen instances of illegal substitution), even if
the proper standard for contributory trademark infringement, as an-

147. Ives V,456 U.S. at 848, and Ives IV, 638 F.2d at 541. CfjIres1, 455 F. Supp. at 942, lres
11, 601 F.2d at 635, andIves II, 488 F. Supp. at 396, where reference is made only to indications
of the colors of the generic drug capsules.

148. N.Y. EDUC. LAW §§ 6810-6826 (McKinney 1972 and Supp. 1982-1983). The constitu-
tionality of the New York Generic Drug Substitution Law was upheld in Pharmaceutical Soc. of
State of New York v. Lefkowitz, 586 F.2d 953 (2d Cir. 1978), aT'g, 454 F. Supp. 1175 (S.D.N.Y.
1981), and Pharmaceutical Mfgs. Ass'n v. Whalen, 54 N.Y.2d 486, 446 N.Y.S.2d 217, 430 N.E.2d
1270 (1981).

149. N.Y. EDUCATION LAW § 6810(6)(a) (McKinney 1972 and Supp. 1982-1983).
150. Id § 6816-a. The approved list is established pursuant to N.Y. PUBLIC HEALTH LAW

§ 206(o)(1) (McKinney 1971 and Supp. 1982-1983).
151. Id
152. N.Y. EDUCATION LAW § 6815(2)6) ("proprietary or brand name ... and, if applicable,

the strength"); id § 6816-a(c) ("[generic] name and strength of drug product").
153. Id §§688, 6811, 6815, 6816.
154. "Finally plaintiff claims that by duplicating the appearance of plaintiff's capsules thus

'placing an instrument of fraud' into the hands of retail pharmacists, defendants are guilty of
unfair competition under New York common and statutory law." Ives 1, 455 F. Supp. at 942.

155. 601 F.2d at 636.
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nounced by the court, had been applied. The court also held that section
43(a) could be an appropriate remedy against product simulation, pro-
vided nonfunctionality and secondary meaning could be established.' 56

Moreover, the court was not convinced that Sears and Compco presented
an "insurmountable barrier" to state unfair competition relief, but held
that it was not an abuse of discretion for the district court to deny a prelim-
inary injunction. 57

On remand, the district court in Ives III again denied Ives relief on all
three counts. Applying the standard for contributory infringement devel-
oped in Ives II and taking into account additional survey evidence (ten
instances of mislabeling) introduced by Ives, the court held that the stan-
dard had not been met.' 58 Moreover, the court found that the colors of the
capsules served a number of functional purposes and, therefore, that sec-
tion 43(a) had not been violated. Even if the colors were nonfunctional, no
secondary meaning had been established. 159

The court of appeals in Ives IV (one judge dissenting) reversed the
district court's finding of no contributory trademark infringement under
section 32, however, without an express holding that the district court's
finding was "clearly erroneous."' 60 The court substituted its interpretation
of the evidence submitted by Ives and concluded that the standard for con-
tributory infringement had been met and that there was no legitimate rea-
son for the use of the same colors since, in its view, the colors were
nonfunctional.' 61

The United State Supreme Court granted certiorari 62 and, in Ives V,
reversed the court of appeals for its failure to apply the "clearly erroneous"
standard to the trial judge's findings. 163 The Court approved the legal
standard for contributory trademark infringement developed in Ives 11.164

In addition, drawing upon the district court's finding of functionality in the
context of the section 43(a) count, the Court considered this to provide a
"legitimate reason" for the use of the same colors.' 65 The case was re-
manded to the court of appeals to apply the "clearly erroneous" standard
to the denial by the district court of relief under section 43(a). The court of
appeals on remand in Ives V1166 dismissed the findings on the section
43(a) and state unfair competition counts as not being "clearly erroneous,"
thereby affirming Ives III.

As direct infringement is the sine qua non of contributory infringe-
ment, a word concerning the type of direct trademark infringement in-

156. Id at 642-43.
157. Id at 644.
158. 488 F. Supp. at 397.
159. Id at 398-401.
160. The court stated: "[W]e believe that the district court, in considering Ives' § 32 claims,

erred upon remand in declining to give any weight to additional evidence offered by Ives ....
638 F.2d at 542.

161. 638 F.2d at 544-45.
162. 454 U.S. 891 (1981).
163. 456 U.S. at 858.
164. Id at 844 n.13.
165. Id at 857-58 n.20.
166. 293 PAT. TRADEMARK & COPYRIGHT J. (BNA) 412 (2d Cir. 1982).
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volved in the Ives case may be useful at this point. Within the larger body
of unfair competition law, direct trademark infringement is unfair compe-
tition of either the implied or actual passing off type, unless the "entitle-
ment" rationale is applied.' 67 Although evidence of actual confusion is
not mandatory to prove likelihood of confusion, it is considered highly
probative. 168 Actual confusion may be proven by showing instances where
consumers desiring plaintiffs trademarked product select (e.g., in a self-
service situation) defendant's product bearing a confusingly similar trade-
mark; defendant's product is impliedly passed off as plaintiff's. 169 Trade-
mark infringement may also be committed by actual passing off rather
than implied passing off, e.g., when a consumer asks for plaintiffs product
by plaintiff's trademark and is supplied by the retailer with defendant's
product. 70 The product supplied in response to a request by plaintiff's
trademark need not bear a trademark confusingly similar to plaintiffs or
simulate plaintiff's product to constitute direct trademark infringement. '7'
Using a confusingly similar trademark or imitating plaintiff's product, or
both, obviously render detection of the actual passing off by the retailer
more difficult, but neither is determinative of direct trademark
infringement.

In the Ives case, direct trademark infringement occurred by means of
actual passing off. The drug could be obtained by consumers only by
means of a prescription upon which a physician had written plaintiff's
trademark. Plaintiff introduced evidence that a number of pharmacists
had filled prescriptions with defendant's product when the prescription
specified plaintiffs product by trademark and that they had labeled the
containers with plaintiffs trademark. Thus, there was actual passing off by
those pharmacists and, concomitantly, direct trademark infringement. In-
deed, the only time there was direct trademark infringement was when
actual passing off, i.e., explicit misrepresentation, occurred. There was no
opportunity for implied passing off on the basis of any implicit misrepre-
sentation, for consumers did not have direct access to the prescription
drug, and the pharmacists were not deceived as to the source of the look-
alike generics. This raises the issue of the relevancy of the fact that de-
fendant imitated plaintiff's capsules when it was the actual passing off of
the capsules by pharmacists which resulted in direct infringement rather
than implied passing off due to the appearance of the capsules themselves.

167. See supra text accompanying notes 31-37.
168. Standard Oil Co. v. Standard Oil Co., 252 F.2d 65, 74 (10th Cir. 1958) ("There can be no

more positive proof of likelihood of confusion than evidence of actual confusion."). See also
CALLMANN, supra note 10, § 80.6; MCCARTHY, supra note 14, § 23:2. Because evidence of actual
confusion is notoriously hard to obtain, properly conducted consumer surveys have been admitted
as circumstantial evidence of likelihood of confusion. See id § 32:46.

169. See, e.g., World Carpets, Inc. v. Dick Littrell's New World Carpets, 438 F.2d 482, 489
(5th Cir. 1971); Standard Oil Co. v. Standard Oil Co., 252 F.2d 65, 74 (10th Cir. 1958).

170. See, e.g., Spangler Candy Co. v. Crystal Pure Candy Co., 353 F.2d 641 (7th Cir. 1966);
Coca-Cola Co. v. Snow Crest Beverages, Inc., 64 F. Supp. 980 (D. Mass. 1946), aff'd, 162 F.2d 280
(1st Cir.), cert. denied, 332 U.S. 809 (1947); Coca-Cola Co. v. Dixi-Cola Laboratories, Inc., 155
F.2d 59 (4th Cir. 1946); Coca Cola Co. v. Gay-Ola Co., 200 F. 720 (6th Cir. 1912).

171. RESTATEMENT OF TORTS § 727 comment b (1938).
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B. Development of the Ives Standard

In Ives I Judge Nickerson limited liability for contributory trademark
infringement to actual concerted conduct:

Before the passage of the Lanham Act the doctrine of contribu-
tory infringement went no further than to hold one who actively
shared a retailer's infringement, as in the case, for example, of one
who places the infringing label on the articles before delivering them
to the retailer. [citations omitted] Nothing in the language or history
of Section 32 intimates that it was intended to expand the doctrine to
embrace the mere copying of features not the subject of a mark.172

The oldest case relied upon, Cuervo v. Jacob Henkell Co. ,173 cited as sup-
porting the concerted conduct standard, however, is a classic example of
the use of the implied concerted conduct theory. Defendants sold to cigar
manufacturers cigar boxes with counterfeit labels which were almost an
exact reproduction of those used by complainant. By filling the boxes
bearing the counterfeit labels with cigars and selling them, the manufac-
turer became a direct infringer of complainant's mark. The defendants
were enjoined from selling the counterfeit labels and boxes because they
obviously enabled their purchasers to pass off their cigars as those of the
complainant. 

74

In an opinion written by Judge Friendly, the court of appeals in Ives
II rejected Judge Nickerson's standard of contributory trademark in-
fringement as being "unduly narrow." The court indicated that "knowing
and deliberate instigation" where one "actively shared" infringement
would truly constitute contributory infringement, but "they do not mark
the limits of the doctrine."1 75

The standard announced in Ives II is as follows:
The authorities later reviewed indicate to us that a manufacturer or
wholesaler would be liable under § 32 if he suggested, even if only by
implication, that a retailer fill a bottle with the generic capsules and
apply Ives' mark to the label, or continued to sell capsules containing
the generic drug which facilitated this to a druggist whom he knew or
had reason to know was engaging in the practices just described.
The proper criteria are stated in Coca-Cola Co. v. Snow Crest Bever-

172. 455 F. Supp. at 946.
173. 50 F. 471 (C.C.S.D.N.Y. 1892). The other two cases cited in Ives I involved the supplier

type of concerted activity. In Andrew Jergens Co. v. Bonded Prods. Corp., 21 F.2d 419 (2d Cir.
1927), cert. denied, 275 U.S. 572 (1928), defendant manufactured the soap for William A. Wood-
bury, who provided the manufacturer with the formula, dies for stamping the cake, and labels
bearing plaintiffs trademark. Defendant wrapped the soap it manufactured with the labels pro-
vided. The court termed defendant a "contributory infringer." 21 F.2d at 424. Nonetheless, de-
fendant manufacturer had done the act necessary for direct infringement: affixing the labels
bearing the trademark, "Woodbury," to the soap, which was likely to be confused with the trade-
marked soap of the plaintiff. John B. Stetson v. Stephen L. Stetson Co., 85 F.2d 586 (2d Cir.), cer-.
denied, 299 U.S. 605 (1936), involved concerted conduct in that the hats marketed by one party
defendant were manufactured in the factory of the other defendant, who affixed the trademark
"Stetson" to the hats. Both parties were direct infringers of plaintiffs mark as a result of the
concerted activity.

174. 50 F. at 472.
175. 601 F.2d at 636.
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ages, Inc. . . . (Wyzanski, J.)17 6

There are thus two aspects of the standard: (1) "suggested, even if only by
implication," 77 and (2) negligent sales of the imitation. 178 The Ives II
standard for contributory trademark infringement seemingly is based on
the general law of torts as applied in unfair competition cases. None of the
cases later reviewed by the court involves the doctrine of contributory
trademark infringement; all are unfair competition cases. More signifi-
cantly, the Snow Crest case (which is not reviewed by the Ives II court),
decided by Judge Wyzanski in 1946, is an unfair competition case of the
actual passing off type with only peripheral reference to contributory in-
fringement in dictum.

Let us consider first Judge Wyzanski's opinion in Snow Crest, where
the "proper criteria" for contributory trademark infringement are said to
be found. Although not specifically alleging federal trademark infringe-
ment in the complaint, Judge Wyzanski upheld federal jurisdiction on the
basis of the federal trademark registration of Coca-Cola.179 However, he
found that there was no direct infringement of the trademark Coca-Cola
by defendant's use of Polar Cola, with regard to its cola-type beverage. 80

The facts relating to the unfair competition issue were that the de-
fendant sold Polar Cola, which was the same color as Coca-Cola, to bars in
28-ounce bottles. Under a special incentive plan, bars who purchased a
certain quantity of alcoholic beverages from defendant would receive free
a related quantity of Polar Cola.' 8' Thus, it was clear that bars had an
economic incentive to substitute Polar Cola for Coca-Cola. Plaintiff al-
leged it was unfair competition to do this and introduced evidence of ac-
tual passing off by a number of bars. Judge Wyzanski approached the
problem of determining the potential liability of defendant to plaintiff on
the basis of the duty concept.' 8 2

Judge Wyzanski considered defendant's duty to plaintiff in terms of
three legal questions. First: "Was defendant under a duty not to sell its
product to a bar for use by that bar in filling a customer's general order for
a Cuba Libre or a rum (or whiskey) and cola?"' 8 3 Judge Wyzanski held
that the defendant was under no such duty in that anyone had the right to

176. Id (citation omitted).
177. Note, however, that the court in Ives IV transforms the formulation "suggested, even if

only by implication," into "suggestion, at least by implication": "This amounted to a suggestion,
at least by implication, that the druggist take advantage of the opportunity to engage in such
misconduct." 638 F.2d at 543. Presumably these formulations may be used interchangeably;
however, the use of the past participle "suggested" would seem to imply a personal inducement of
the druggist by the supplier of the imitation capsules, while the use of the noun "suggestion"
would seem to permit an impersonal suggestion by the imitation capsules themselves.

178. I.e., the imitatur could be held as a contributory infringer if it knew or should have
known that certain druggists were directly infringing plaintiffs trademark by dispensing the imita-
tion product labeled with the trademark.

179. 64 F. Supp. at 982.
180. Id at 991.
181. Id at 986.
182. "A duty, in negligence cases, may be defined as an obligation to which the law will give

recognition and effect to conform to a particular standard of conduct to another." W. PROSSER,
TORTS § 53 (4th ed. 1971).

183. 64 F. Supp. at 988.
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sell or make products under those names. Plaintiff had no rights with re-
gard to "Cuba Libre" or the term "cola." This conclusion would seem to
have particular applicability to Ives, because the generic product could be
legitimately dispensed in response to either a prescription for cyclandelate
or a prescription for Cyclospasmol written over the "substitution permissi-
ble" line, which could be construed as a general request for cyclandelate at
the option of the pharmacist. This, however, does not resolve the issue of
whether defendants were under a duty to protect plaintiff from the inter-
vening act of trademark infringement by pharmacists.

The second and third legal questions resolved in Snow Crest can be
combined here for analysis: was defendant under a duty to investigate
possible passing off, either before 84 or after 85 receiving notice that certain
bartenders were providing a substitute cola in response to a specific cus-
tomer request for rum and Coca-Cola? Judge Wyzanski concluded that
under the circumstances defendant was under no such duty. In comment-
ing on defendant's knowledge of these circumstances, he stated:

Even upon the view of the evidence most favorable to plaintiff,
the testimony only shows that some customers do place specific or-
ders for "rum (or whiskey) and Coca-Cola," that the defendant knew
it, and that any man of common sense knows that in any line of
business, including but not emphasizing the business of running bars
and taverns, there are some unscrupulous persons who, when it is to
their financial advantage to do so, will palm off on customers a dif-
ferent product from that ordered by the customers .... 186

This conclusion also seems pertinent to the situation in Ives. The defend-
ant should know that "some unscrupulous" pharmacists would palm off
their products as those of plaintiffs to their financial advantage. It would
be highly unrealistic to assume to the contrary or to assume that, in order
to appreciate this possibility, pharmacists would have to rely upon the
truthful catalogues of defendants. 187 The fact that defendants intention-
ally imitated plaintiffs capsules makes passing off by pharmacists easier,
but changing colors certainly would not entirely eliminate the practice.

Judge Wyzanski then proceeded to particularize the scope of defend-
ant's duty:

It is, of course, defendant's duty to avoid intentionally inducing
bars to market defendant's products as products of plaintiffs . . .
[and] to avoid knowingly aiding bars which purchase defendant's
products from marketing those products in such a manner as to in-
fringe plaintiff's trade-mark.

Under the principles just stated, it would have been a breach of
duty if defendant's salesmen had induced bars to buy defendant's
product for the stated or implied purpose of serving it when Coca-

184. Id
185. The language commencing with "after" is taken from Judge Wyzanski's third question

identified as "0c)" in his opinion. Id
186. Id at 988-89.
187. Pharmacists obviously would be aware of the dosage and colors of the trademarked

brand and the price differentials.
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Cola was called for.188

The correlative right of plaintiff is to be protected against defendant's in-
tentionally inducing or knowingly aiding its customers to infringe plain-
tiff's trademark or to pass off.

Judge Wyzanski would, however, go further and impose a duty on
defendant in two situations. A negligence standard is applied in the first
situation: "[I]f it had known or a normal bottler would have known that
most bar customers specifically ordered Coca-Cola and that consequently
a normal bottler would infer from defendant's large volume of sales that
many bars" were passing off its cola as plaintiffs. 89 In the second situa-
tion, a concerted conduct standard (tacit understanding) requiring actual
knowledge is applied: "[I]t would have been a breach of duty if defendant
had known that many bar customers specifically ordered Coca-Cola and
had also known that some particular bars were in fact" passing off.' 90

Neither of these tests of duty is satisfied under the facts of Ives: (1) Be-
cause of substantial sales under prescriptions for generic cyclandelate,
"'most" customers were not ordering by plaintiffs trademark, and there
was no showing of sales in excess of what would reasonably be expected on
the basis of prescriptions either for generic cyclandelate or Cyclospasmol
under "substitution permissible" prescriptions. 191  (2) Even though
''many" customers did order by trademark on prescriptions of either the
"dispense as written" or the "substitution permissible" types, no evidence
was introduced that defendants had actual knowledge of particular phar-
macists who were directly infringing plaintiffs trademark.

According to the first test, a duty is imposed on a negligence basis
(what a normal bottler should know) only when plaintiffs trademark has
achieved such success in the marketplace that "most" consumers order by
trademark and when defendant has achieved such success in selling its
product in competition that there must be passing off by "many" of de-
fendant's customers. According to the second test, defendant's duty is lim-
ited to actual knowledge that specific customers are passing off when less
than "most" of the requests are made by trademark. This is in accord with
Judge Wyzanski's answer to the first legal question, that a seller is under
no duty to monitor the conduct of its buyers with regard to orders made by
generic or other unprotected name. This is also consistent with the patent
law rule regarding the sale of both staples and nonstaples. Yet, the second
aspect of the Ives I1 standard would impose liability upon a seller if it
should have known that a particular pharmacy was mislabeling cyclande-
late as Cyclospasmol.

Thus, generic suppliers are placed under a duty to police their cus-
tomers under a reasonable person's standard to ascertain whether direct

188. 64 F. Supp. at 989.
189. Id (emphasis added).
190. Id (emphasis added).
191. After Ives' patent on the compound cyclandelate expired, prescriptions by the generic

name could be legitimately filled from any source of cyclandelate. Under the New York Generic
Substitution Law, only when the prescription is in the "dispense as written" form and the trade-
mark designated must the druggist dispense the trademarked brand. N.Y. EDUCATION LAW
§ 6010(6)(a) (McKinney 1972 and Supp. 1982-1983).
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trademark infringement is occurring. No consideration is given in any of
the Ives opinions as to whether imposing such a duty on sellers of unpat-
ented articles of commerce would constitute an unreasonable restraint of
trade contrary to "free" competition theory.

Interpreting Snow Crest as imposing a generalized negligence stan-
dard on sellers of imitation products is unwarranted in view of the very
careful duty analysis preceding Judge Wyzanski's generalizations. In re-
sponse to plaintiff's contention that the scope of the defendant's duty pre-
cluded sales of cola to bars until defendant had established a special
consumer demand for its cola or, at least, until it had cautioned bars not to
make substitutions, Judge Wyzanski stated:

The law does not go so far. Before he can himself be held as a
wrongdoer or contributory infringer one who supplies another with
the instruments by which that other commits a tort, must be shown to
have knowledge that the other will or can reasonably expect to com-
mit a tort with the supplied instrument. . . . The test is whether
wrong doing by the purchaser "might well have been anticipated by
the defendant."...

...There is no broad or legal principle that always makes de-
fendant his brother's or his customer's keeper. Whether defendant
markets a product, defendant's accountability for his customers'
wrongful use of that product turns on the issue of whether a reason-
able person in the defendant's position would realize either that he
himself had created a situation which afforded a temptation to or an
opportunity for wrong by l'homme moyen sensuel or was dealing
with a customer whom he should know would be particularly likely
to use the defendant's product wrongfully. 192

The short explanation is that unless the defendant is under a duty to the
plaintiff, he cannot breach the non-existent duty by failing to foresee or
anticipate whatever a third party might do.

The foregoing is the only reference to contributory infringement in
the Snow Crest opinion. In theory, however, the case could be considered
as involving contributory trademark infringement, 9 3 although it was
pleaded, tried and decided on an unfair competition basis. Hence, bar-

192. 64 F. Supp. at 989 (citations omitted). Ives I, 601 F.2d at 636, refers to page 989 of Snow
Crest for the "proper criteria," but note that the "Concl. 8" on that page specifically delineates
under what circumstances defendant would have breached its duty to plaintiff as discussed in the
text accompanying notes 188-90. At the end of the quotation in the text, Judge Wyzanski makes a
comparative reference to RESTATEMENT OF TORTS § 302 (1938). It appears inherent in Judge
Wyzanski's analysis that the defendant was under a duty to protect the plaintiff from "unreasona-
ble risks" created by the defendant. See RESTATEMENT (SECOND) OF TORTS § 291 (1979). Apply-
ing the "unreasonable risk" analysis to the facts of the Ives case would involve balancing the
utility of the risk (selling an unpatented, generic compound in capsules simulating the trademark
owner's in competition with the trademark owner's capsules where the public policy of the state
authorizes substitution) with the probability of the harm (trademark infringement by a "substan-
tial number" of the seller's customers) and the gravity of the harm (diversion of trade). See RE-
STATEMENT (SECOND) OF TORTS § 292 (1979), for an elaboration of the factors to be considered in
determining the utility of the actor's conduct, and § 293 for the factors to be considered in deter-
mining the magnitude of the risk.

193. Snow Crest is reprinted (in part) under the heading "Contributory Infringement" in E.
KITCH & H. PERLMAN, LEGAL REGULATION OF THE COMPETITIVE PROCESS 419 (2d ed. 1974),
and cited under that heading in MCCARTHY, supra note 14, § 25:2, at 176.
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tenders would directly infringe the Coca-Cola trademark by supplying de-
fendant's cola in response to a request for rum (or whiskey) and Coca-
Cola. The defendant then could be held liable as a contributory trade-
mark infringer provided that the appropriate standard for contribution
was met. Considering that direct trademark infringement occurs when de-
fendant's product is passed off in response to a request for plaintiffs prod-
uct by trademark equates the law of passing off with trademark
infringement. Had it been in issue, the same standard for contribution to
trademark infringement as for actual passing off may have been imposed
by Judge Wyzanski. There is not the slightest indication in Snow Crest,
however, that he would have imposed a duty to protect plaintiff against
either passing off or trademark infringement because defendant imitated
the color of Coca-Cola, even when coupled with the significant economic
incentive provided to bars to substitute defendant's cola for Coca-Cola.

The "proper criteria" as set out in Judge Wyzanski's masterful opin-
ion define the scope of defendant's duty in terms of concerted conduct
(including inducement and continuing to sell to a customer after actual
notice of passing off) and negligence, but only when defendant should
know that "most" products of this type are ordered by plaintiffs trade-
mark and it is profiting from "many" of its customers passing off. None-
theless, no court in the Ives case shows any interest in undertaking the
painstaking duty analysis as required by Snow Crest.

When considering the cases reviewed by the court of appeals in IVes
II which indicated to it the standard for contributory trademark infringe-
ment under section 32, it should be noted at the outset that all are unfair
competition cases of either the direct or implied passing off type. In the
first two Supreme Court decisions reviewed, William R. Warner & Co. v.
Eli Lily & Co. 194 and Kellogg Co. v. National Biscuit Co. , 19 the trademark
infringement claims were dismissed. In Warner the term "Coca-Quinine"
was found to be descriptive, and in Kellogg the term "Shredded Wheat"
was found to be generic. Applying federal common law principles of un-
fair competition, the Court in Warner refused to enjoin the sale of the
quinine and chocolate mixture, which was in the public domain, but found
it unfair competition for defendant's salesmen to suggest the substitution
of its preparation for plaintiffs. Such suggestion would constitute con-
certed conduct, and the practice was enjoined. Defendant was also en-
joined from using labels that did not clearly distinguish its product from
that of plaintiff and was required to give a warning notice that its product
was not to be substituted in response to requests for plaintiffs product.

The court of appeals in IVes 11196 and Justice White concurring in Ires
V197 quoted the well-known principle from Warner: "The wrong was in
designed enabling the dealers to palm off the preparation as that of the
[plaintiff]." 198 Presumably it was the identical appearance of the prepara-

194. 265 U.S. 526 (1924).
195. 305 U.S. IIl (1938).
196. 601 F.2d at 637.
197. 456 U.S. at 861 (White, J. concurring).
198. 265 U.S. at 530.
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tion that was "enabling" dealers to palm off defendant's preparation as
plaintiffs, but the sale of defendant's look-alike preparation was not en-
joined. The designed wrong was in inducing dealers to make substitutions:
"There is much conflict in the testimony; but on the whole it fairly appears
that defendant's agents induced the substitution, either in direct terms or
by suggestion or insinuation."'199 Inducement was the fraudulent conduct
enjoined. As stated by the Court, "The use [of the unpatented look-alike
preparation] disassociated from fraud is entirely lawful, and it is against
the fraud that the injunction lies."' 200 This fundamental distinction be-
tween presumably privileged conduct-to copy-and fraudulent con-
duct-inducing the commission of a tort-is ignored if the copying of the
product itself may be considered as the inducement of the fraud.

In the Kellogg case neither trademark infringement nor unfair compe-
tition was found. Without patent protection, anyone was free to duplicate
the pillow-shaped "shredded wheat" biscuits. Defendant Kellogg's obliga-
tion was to distinguish its packaging from that of plaintiff. Of particular
relevance to Ives is the statement of Mr. Justice Brandeis:

Kellogg Company is undoubtedly sharing in the goodwill of the
article known as "Shredded Wheat"; and thus is sharing in a market
which was created by the skill and judgment of plaintifi's predecessor
and thus has been widely extended by vast expenditures in advertis-
ing consistently made. But this is not unfair. Sharing in the goodwill
of an article unprotected by patent or trademark is the exercise of a
right possessed by all-and in the free exercise of which the consum-
ing public is deeply interested.20'

Thus, the "entitlement" rationale is clearly rejected. All may share in the
good will of a copied article provided this does not encroach upon the
good will of the originator of the article protected under the "morality"
and "consumer protection" rationales. Moreover, in both Warner and Kel-
logg, the imitated products were found to be functional: The defendants
were placed under a duty not to induce passing off, but were still privileged
to copy.

The three pre-Sears/Compco decisions reviewed in Ives II followed
the principles set forth in Warner. The first case, Smith, Kline & French
Laboratories v. Clark & Clark,202 found unfair competition because of sug-
gestions made by salesmen to retailers to pass off in order to increase prof-
its. The court found that the scored, beveled edges and color of the tablets
were functional, and thus copying was permissible under Warner.

In a footnote, the Ives II court cites Smith, Kline & French Laborato-
ries v. Hart Pharmaceutical Corp. 203 (also a pre-Sears/Compco case),
where the district court granted a preliminary injunction against the sale of
look-alike tablets which were likely to enable pharmacists to palm off de-
fendant's products as plaintiff products. In that case, however, the heart

199. Id
200. Id at 532.
201. 305 U.S. at 122.
202. 157 F.2d 725 (3d Cir.), cert. denied, 329 U.S. 796 (1946).
203. 90 F. Supp. 976 (S.D.N.Y. 1950), discussed in Ives HI, 601 F.2d at 638-39 n.8.
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shape of the tablets and their color were held to be nonfunctional and to
have acquired secondary meaning; the wrong was thus the common law
tort of unprivileged product imitation rather than that of contribution to
unfair competition.

The second case, Upjohn Co. v. Schwartz,204 decided on the basis of
New York law, also enjoined defendant's salesmen from suggesting the
substitution of its products for those of plaintiff's and required a warning
label against substitution. Of particular interest in the development of a
test for contribution to unfair competition was the conclusion by the court
that the sale of a look-alike product with the suggestion that it be substi-
tuted for a competitor's was "itself a 'type of palming off.' "205 Actual
palming off had not been proven by plaintiff; hence, if the copying were
privileged, the wrong was in the suggestion to palm off by the salesmen.

In the third case reviewed in Ives II, Norwich Pharmacal Co. v. Ster-
ling Drug, Inc. ,206 the court reversed the granting of a permanent injunc-
tion against the sale of a stomach medication of the same pink color as
plaintiff's Pepto-Bismol, which defendant had intentionally copied. De-
fendant, however, sold its product in dissimilar trade dress, and there was
no evidence of intent or attempt by defendant to pass off or to divert trade
by deception. The court refused to extend the "appropriation" doctrine to
intentional copying unless nonfunctionality and secondary meaning were
established. The pink color was held to be functional.

The court in Ives II quoted extensively from the Sears and Compco
decisions without coming to grips with whether these decisions may have
had some bearing upon the standard for contributory trademark infringe-
ment adopted by it. Then, without indicating its approval or disapproval,
the Ives II court reviewed two cases decided after Sears/Compco. Marion
Laboratories v. Michigan Pharmacal Corp. 207 is consistent with Warner.
Relief was denied on the basis of Michigan unfair competition law in that
plaintiff proved neither secondary meaning, nor actual passing off, nor
suggestions for substitution. The Ives II court indicated that Marion as-
sumed that the protection afforded by Smith, Kline & French Laboratories
v. Clark & Clark and Upjohn Co. v. Schwartz had survived Sears and
Compco.208 In neither of these earlier cases, however, was the sale of the
imitation product enjoined. The only relief granted against the unfair
competition of suggesting that the drug be passed off as that of plaintiff
was enjoining such conduct and requiring precautionary labeling.

The final case reviewed in Ives II goes much further and seemingly
rejects the right to copy as recognized on a preemption basis in
Sears/Comfpco and on long established common law principles of unfair
competition law as set forth in Warner and Kellogg. On the basis of the
New Jersey law of unfair competition, the district court in Merrell-National

204. 246 F.2d 254 (2d Cir. 1957).
205. Id at 257.
206. 271 F.2d 569 (2d Cir. 1959), cert. denied, 362 U.S. 919 (1960).
207. 338 F. Supp. 762 (E.D. Mich. 1972), af'dmem., 473 F.2d 910 (6th Cir. 1973),
208. 601 F.2d at 641.
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Laboratories v. Zenith Laboratories20 9 granted a preliminary injunction
not only against the sale of look-alike drugs, but also against mentioning
in its promotional literature anything but the generic name of the drug.
The court stated: "[I]f the passing off is foreseeable or reasonably may be
anticipated, liability rests with the manufacturer even in the absence of
any intent to pass off by the manufacturer." 210 The negligent placing of a
product on the market evidently is the wrong in itself, and no further in-
volvement on the part of the copier is needed to enjoin the sale of the
imitation product. There were no findings by the district court of either
inducing passing off, nonfunctionality, or secondary meaning.21' The
Third Circuit affirmed the district court but did not reach the merits.212

However, after the Ives 11 decision, as previously mentioned, the Third
Circuit in SK&F v. Premo Pharmaceutical Laboratories213 affirmed the
grant of a preliminary injunction against the sale of look-alike capsules.
The court approved the negligence standard for contribution to actual
passing off on the basis of New Jersey law. In addition, the preliminary
injunction was also affirmed on the basis of the state tort of unprivileged
imitation and section 43(a) of the Lanham Act; both, however, required
plaintiff to prove nonfunctionality and secondary meaning. Contributory
trademark infringement under section 32 was not asserted by the plaintiff.

If one presumes the standard for contributory trademark infringement
should be the same as for contribution to unfair competition, the first as-
pect of the Ives II standard- "if [the copier] suggested, even if only by
implication"-is consistent with the Warner line of cases under the con-
certed conduct theory; the nexus between the contributor and the party
ultimately committing the tort must be a personal one with at least a tacit
understanding between the parties to commit the tort. On the other hand,
if the standard can be satisfied by an impersonal nexus, i.e., by the imita-
tion product itself providing the "suggestion, at least by implication," then
the scope of protection afforded has been considerably expanded. The ex-
pansion is particularly evident if this results in the application of the im-
plied concerted conduct standard when staples, rather than nonstaples, are
involved or the application of the negligence standard without a careful
duty analysis as required under Snow Crest. Under such an interpretation,
the privilege to copy recognized at common law in Warner and Kellogg
and on a constitutional basis in Sears/Compco has been seriously eroded
and seemingly converted into a duty not to copy for fear the imitation will
impliedly suggest to its purchasers to commit trademark infringement. If
the imitation of the product is enjoined, which should be the consequence
if it is the imitation itself which impliedly suggests trademark infringe-
ment, a product monopoly, theoretically perpetual in duration, is created.

209. 194 U.S.P.Q. (BNA) 157 (D.N.J. 1977), afd without reaching merits, 579 F.2d 786 (3d
Cir. 1978).

210. 194 U.S.P.Q. at 160.
211. Ives 11 also cites Boehringer Ingelheim G.m.b.H. v. Premo Pharmaceutical Laboratories,

Inc., 211 U.S.P.Q. (BNA) 1163 (D.N.J. 1979), as following Merrell-National, "where there was no
proof of secondary meaning or illegal substitution," 601 F.2d at 641.

212. 579 F.2d 786 (3d Cir. 1978).
213. 625 F.2d 1055 (3d Cir. 1980).
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IV. APPLICATION OF THE IVES .I STANDARD

The actual application of the standard of Ives II in Ives III, its reap-
plication in Ives IV, and its review in Ives V become of critical concern
when one bears in mind that an injunction granted under the Lanham Act
would have nationwide enforceability.214 On remand, after a bench trial,
Judge Nickerson in Ives III dutifully applied the two aspects of the stan-
dard for contributory trademark infringement provided by the court of ap-
peals in Ives If. The second aspect of the Ives II standard was easily
disposed of because Ives produced no evidence that the defendants contin-
ued to sell the look-alike capsules to pharmacists who they knew or should
have known were engaging in trademark infringement. 21 5 With regard to
the "suggested, even if only by implication," aspect of the standard, Judge
Nickerson reasoned that because the defendants did not "detail" their
products directly to pharmacists but instead relied upon catalogues and
promotional material, then any suggestion by the defendants would have
to be made through these materials. He concluded: "These materials can-
not fairly be read as suggesting to druggists that they affix Ives' mark to
bottles containing defendants' capsules. '216

Judge Nickerson proceeded to consider the additional survey evi-
dence introduced by Ives showing instances of "mislabeling" by pharma-
cists, in addition to those of "illegal substitution" indicated in the motion
for the preliminary injunction in Ives I, and concluded: "Moreover, such
incidents of mislabeling as were proven were not shown to have been in-
duced by defendants. ' 217 It is not apparent whether Judge Nickerson was
using the term "induced" as a shorthand expression for "suggested, even if
only by implication."

The additional evidence introduced in Ives III consisted of two test-
shopping surveys. One survey included forty-two pharmacists selected by
Ives, and the second included forty-one pharmacists selected from a phar-
macy directory.218 The test shoppers were supplied with prescriptions
specifying Cyclospasmol signed over the line "substitution permissible."
Of the eighty-three prescriptions filled in the survey, thirty-five pharma-
cists did make the generic substitution as permitted under the New York
generic substitution law. In twenty-five of these thirty-five instances, the
pharmacists complied with the drug substitution law by labeling the
container with the generic name, cyclandelate, and the name of its manu-
facturer. However, in the other ten cases "Cyclospasmol" was placed on
the label by the pharmacist while cyclandelate was actually dispensed. In
five of these cases the pharmacist qualified "Cyclospasmol" by placing
"generic" or "gen." either before or after it. In nine of the ten instances

214. Lanham Act § 34, 15 U.S.C. § 1116 (1976).
215. 488 F. Supp. at 397.
216. Id
217. Id
218. No claim appears to be made that the pharmacies included in the group of 42 selected by

Ives were randomly selected. Compare the majority's conclusion that selection of the two series of
test shoppers was "carried out in a rigorous, impartial manner", 638 F.2d at 543, with Judge
Mulligan's comment: "While Ives might object to the characterization of these pharmacies as 'bad
actors,' it would seem apparent that this list might be suspect. ... Id at 546.
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where Cyclospasmol was used on the label in some form, the druggist in-
formed the shopper that the prescription was being filled with the generic
drug in response to a question whether the generic form of the drug was
being dispensed. Only one instance was disclosed where the pharmacist
placed Cyclospasmol on the container while dispensing the generic drug
and charging the higher trademark price. Judge Nickerson concluded:
"This evidence hardly justifies the inference that defendants' catalogues im-
pliedly invited the druggist to mislabel." 219 Moreover, he found that the
instances of actual mislabeling shown were due to a misunderstanding of
the New York drug substitution law by the pharmacists involved in the
test-shopping survey rather than to deliberate efforts to mislabel.

Judge Nickerson thus considered evidence of the actual mislabelings
to be probative of whether the defendants were implicitly suggesting the
mislabeling through the catalogues applied to pharmacists. He gave no
indication that the look-alike capsules themselves could provide the "sug-
gestion, at least by implication," or that evidence of actual mislabeling
would be probative of such suggestion. He appears to have interpreted the
Ives II standard as being a concerted conduct standard requiring a per-
sonal nexus (in this case the catalogues) between the contributory infringer
and the direct infringers. The question of whether evidence of direct
trademark infringement (in the form of mislabeling or illegal substitution)
should be considered probative of contribution to direct trademark in-
fringement under a concerted conduct theory will be addressed below.220

The court of appeals in Ives IV reversed the district court in an opin-
ion by Judge Mansfield, joined by Judge Lombard; Judge Mulligan, a
member of the Ives II panel, dissented. The majority extended the nexus
between the contributor and the direct infringer beyond the catalogues as
providing the "suggestion, at least by implication," to include the look-
alike capsules themselves. The majority reinterpreted the additional sur-
vey evidence introduced by Ives of "mislabeling," which it called "inter-
mediate cases" 221 of contributory infringement:

The additional evidence introduced by Ives at trial was clearly
sufficient to establish a § 32 violation. By using capsules of identical
color, size and shape, together with a catalog describing their appear-
ance and listing comparative prices of CYCLOSPASMOL and ge-
neric cyclandelate, [defendant] could reasonably anticipate that their
generic drug product would by a substantial number of druggists be
substituted illegally for Ives' trademarked CYCLOSPASMOL or
that bottles of their lower-priced product might be mislabeled as
CYCLOSPASMOL, all to the druggists' economic advantage. This
amounted to a suggestion, at least by implication, that the druggist
take advantage of the opportunity to engage in such misconduct.222

The majority buttressed this by taking judicial note of six post-Ives III

219. 488 F. Supp. at 397 (emphasis added).
220. See infra text accompanying notes 225-27.
221. 638 F.2d at 543.
222. Id (emphasis added).
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indictments 223 against certain pharmacists for illegal substitution and mis-
labeling of Cyclospasmol and by finding no "legitimate reason" for copy-
ing, thereby disagreeing with the district court's finding of functionality
with respect to the section 43(a) count. It concluded:

Thus the inference is inescapable that [defendants'] use of identically
colored, shaped and sized capsules was in anticipation that they
would successfully capitalize upon the public acceptance of
CYCLOSPASMOL by reason of the fact that at least a substantial
number of druggists would either substitute the generic product ille-
gally or mislabel it as CYCLOSPASMOL. 224

Undoubtedly, the supplying of the identically colored, sized and
shaped capsules "assisted" druggists in actually passing off defendants'
products as plaintiffs and in committing direct trademark infringement.
Moreover, it could be found, as a matter of fact, that an imitator should
"reasonably anticipate" such conduct on the part of its customers on the
basis of proof of a substantial number of instances of such conduct. How-
ever, the court appears from the last quotation to have considered the tor-
tious nexus between the contributory infringer and the direct infringers to
be the imitation capsules themselves, with that nexus provable by evidence
of direct trademark infringement. Drawing the impersonal nexus of im-
plied suggestion based essentially on the capsules themselves is more real-
istic than limiting the suggestion to the catalogues, as Judge Nickerson did.
Pharmacists supplied with the look-alike drugs hardly needed the cata-
logues for comparative information. However, if the implied suggestion
can be made by the imitation itself and the imitator may be held to "rea-
sonably anticipate" direct trademark infringement by its customers upon
proof that a "substantial number" have committed the tort, the court in
Ives IV has gone well beyond the concerted conduct theory. Nor can the
Ives IV application of the Ives II "suggested, even if only by implication,"
standard be justified on the implied concerted conduct theory (placing an
instrument of fraud in the hands of pharmacists), because this would ig-
nore the basic requirement of this standard that the imitation product be a
"nonstaple," i.e., have no substantial use other than infringing plaintiff's
trademark.

Capsules containing the unpatented compound cyclandelate-
whatever their colors-have substantial non-infringing uses, for there are
two legitimate markets for such capsules which would not involve in-
fringement of the plaintiff's trademark. The first market was created when
the patent on the generic compound cyclandelate expired. Thereafter,
pharmacists could fill prescriptions written for the generic compound with-
out infringing plaintiffs trademark rights as long as "Cyclospasmol" did
not appear on the label.

The second market was created by the enactment of the state drug
substitution law, which authorized pharmacists to substitute certain ge-

223. 638 F.2d at 544 n.8. The Supreme Court stated: "We note that the evidence of which the
Court of Appeals took judicial notice not only involved no convictions but also reflected know-
ledge not available when the District Court rendered its decision." 456 U.S. at 857 n.19.

224. 638 F.2d at 545.
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neric drugs for trademarked brands. Whenever a physician prescribes by
trademark and signs over the "substitution permissible" line on the pre-
scription, no trademark infringement occurs, provided that the pharmacist
does not mislabel the container with plaintiff's trademark. This latter mar-
ket is demonstrated in the Ives III survey, where twenty-five of eighty-
three "substitution permissible" prescriptions for Cyclospasmol were legi-
timately filled with the generic cyclandelate and were dispensed in con-
tainers which did not bear the trademark "Cyclospasmol." Even in the ten
instances where cyclandelate was dispensed and "Cyclospasmol" appeared
on the container, the trademark owner suffered no diversion of trade type
of economic loss. Ives lost no sales of Cyclospasmol because of the misla-
beling, for the pharmacist had the option of supplying cyclandelate. In
only one instance of mislabeling would a consumer have suffered an eco-
nomic loss-when the trademark price was charged but the generic was
dispensed.

It would appear that a negligence standard for contributory trade-
mark infringement was applied in Ives IV on the basis that the defendants
should "reasonably anticipate" that their customers would commit direct
trademark infringement or its equivalent under the guise of "substitution,
at least by implication." Moreover, it is a watered-down negligence stan-
dard. No consideration was given to the scope of duty owed by defendants
to the plaintiff-trademark owner to protect the latter from the intervening
acts of pharmacists committing trademark infringement, such as the duty
analysis undertaken by Judge Wyzanski in Snow Crest, as discussed above.
If the defendants are enjoined from marketing the look-alike capsules,
they are thus placed under a duty to protect the trademark owner against
possible trademark infringement by certain unidentified pharmacists, even
though there may be significantly larger legitimate markets for the look-
alike capsules than for the illegitimate market involving illegal substitution
and mislabeling. Under Judge Wyzanski's analysis, a duty of reasonable
care would be imposed upon the seller of the imitation product to protect
the trademark owner from direct trademark infringement only when
''most" purchasers of the product from the imitator's customers ordered
the product by trademark and the high volume of sales by the imitator
inferred trademark infringement by its customers. However, if there were
only "many" sales by trademark, this would necessitate that the defendant
have actual knowledge of particular customers who were engaged in such
tortious conduct.

Returning to the question raised above concerning the probative
value of evidence of illegal substitution and mislabeling, a prima facie case
of contributory trademark infringement may be established, according to
Ives IV, by the trademark owner proving: (1) intentional copying and
(2) direct trademark infringement by a "substantial number" of the cop-
ier's customers. Evidence of direct infringement (in the form of illegal
substitution and mislabeling) is probative of "suggestion, at least by impli-
cation," of that direct infringement, which, in turn, establishes contribu-
tory trademark infringement by the intentional copier. This is circuitous:
Evidence of direct trademark infringement is probative of contributory
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trademark infringement, with direct infringement being an indispensible
element of contributory infringement. 225

In trademark law, actual passing off (i.e., actual confusion) is proba-
tive of likelihood of confusion;226 in essence, direct passing off is probative
of implied passing off.227 The evidence of illegal substitution and misla-
beling introduced by Ives, where "Cyclospasmol" was placed on the labels
by pharmacists, constitutes evidence that pharmacists have committed di-
rect infringement, the sine qua non of contributory infringement. It is not
apparent how the fact that pharmacists are highly successful, as compared
to whether they are less successful or even unsuccessful, in directly infring-
ing a trademark should by itself give rise to an inference of tortious contri-
bution to that direct infringement-unless it is the imitation itself that
provides the nexus between the contributory and direct infringers. If the
tortious conduct of the contributor must be "suggested, even if only by
implication," and if proof of direct infringement can be bootstrapped into
proof of contributory infringement, this reinforces the conclusion that the
standard applied in Ives IV was not an actual concerted conduct standard,
but rather a watered-down negligence standard (without the duty analysis
as used by Judge Wyzanski in Snow Crest). A duty is imposed on the
imitator to protect the trademark owner against the intentional tortious
conduct of the copier's customers, when at least a "substantial number" of
customers commit such conduct. Evidence of a "substantial number" of
direct infringements by the imitator's customers tends to prove that the
imitator should have known of their infringement.

The requirement that the trademark owner prove direct infringement
by a "substantial number" of the imitator's purchasers may be seen to mil-
itate against enjoining imitation where there is "insubstantial" infringe-
ment. However, if survey evidence of illegal substitution and mislabeling
is to be determinative of whether copying is a "right" or a "wrong," great
leeway is afforded courts within the "clearly erroneous" standard to exer-
cise their sense of "morality" or "fairness." This is vividly illustrated in
the Ives case. All judges in Ives I and II agreed that evidence of fifteen
incidents of illegal substitution was insufficient to support a preliminary
injunction. Yet, in Ives IV, this evidence was considered sufficient by two
judges to support a permanent injunction when coupled with, at best, ten
instances of mislabeling (but only one of passing off) out of thirty-five legal
substitutions.

The practical outcome of drawing an inference of "suggestion, at least
by implication," from a "substantial number" of direct infringements is
that it essentially converts the right to copy into a wrong, even though the
product imitated presumably may be functional and may not have ac-
quired secondary meaning. The "entitlement" rationale appears to be let

225. As stated by Justice White in Deepsouth Parking Co. v. Laitram Corp., 406 U.S. 518, 526
(1972): "But it is established that there can be no contributory infringement without the fact or
intention of direct infringement."

226. See supra note 168.
227. See Chesebrough Mfg. Co. v. Old Gold Chemical Co., 70 F.2d 383, 385 (6th Cir.), cert.

denied, 293 U.S. 599 (1934); N.K. Fairbank Co. v. R.W. Bell Mfg. Co., 77 F. 869-77 (2d Cir. 1896).
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in by the back door, which seems implicit in the statement of the Ives IV
majority that the defendants' use of the look-alike capsules would enable
them to "successfully capitalize on the public's acceptance" of the trade-
marked brand.

In Ives V, all members of the Supreme Court agreed with the legal
correctness of the Ives II standard for contributory trademark infringe-
ment announced by Judge Friendly. Justice White concurred in the result
on the basis of his belief that the majority in Ives IV adopted a "reason-
ably anticipate" standard which was watered down from the "suggested, if
only by implication," standard established in Ives II. Justice Rehnquist
concurred in result only on the basis that the court of appeals had failed to
apply the "clearly erroneous" standard to the findings of fact of the district
court; presumably, however, if he had not agreed with the legal standard
of Ives II, he would have expressly so indicated.

There is no discussion in the majority opinion written by Justice
O'Connor of the legal correctness of the two aspects of the Ives II stan-
dard. She states:

Thus, if a manufacturer or distributor intentionally induces another
to infringe a trademark, or if it continues to supply its product to one
whom it knows or has reason to know is engaging in trademark in-
fringement, the manufacturer or distributor is contributorily respon-
sible for any harm done as a result of the deceit.228

It is not apparent whether she is equating "intentionally induces" with
"suggested, even if only by implication." However, in the footnote to the
preceding quotation, Judge Friendly's Ives II standard is expressly
approved.

2 29

Furthermore, the majority agrees with Justice White that the "reason-
ably anticipate" standard would constitute a watered-down incorrect stan-
dard for contributory trademark infringement. Contrary to Justice White,
however, the majority does not believe that the court of appeals used the
"reasonably anticipate" standard but only made reference to it to buttress
its argument in applying the earlier defined standard. 230

Justice White was not convinced and, after quoting the "reasonably
anticipate" language from Ives IV, interpreted Ives II and Ives IV as
follows:

Ives II required a showing that petitioners intended illegal substitu-
tion or knowingly continued to supply pharmacists palming off ge-
neric cyclandelate as Cyclospasmol; Ives IV was satisfied merely by
the failure to "reasonably anticipate" that illegal substitution by
some pharmacist was likely. In my view this is an erroneous con-
struction of the statutory law governing trademark protection.231

The "suggested, even if only by implication," standard of 1yes 11 is thus
interpreted as requiring the imitator to intend to cause illegal substitution
or to know (presumably actual knowledge) that particular pharmacists

228. 456 U.S. at 854 (footnote omitted).
229. Id at n.13.
230. Id at 852 n.12.
231. Id at 860.
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were passing off. This is consistent with the concerted conduct theory of
Warner and Ives I but seemingly inconsistent with Ives IV and the ma-
jority of the Supreme Court.

Justice White's interpretation of Ives IV as requiring the imitator to
"reasonably anticipate" that illegal substitution was likely by "some phar-
macists" is more consistent with the facts than the stated requirement of
Ives IV of illegal substitution by a "substantial number." In any event,
whether "most," a "substantial number," or only "some" pharmacists were
engaged in direct trademark infringement would seem to be proportion-
ately probative of whether the imitator should "reasonably anticipate"
such conduct on the part of its customers.

Justice White concluded: "I thus am inclined to believe that the
Court silently acquiesces in a significant change in the test for contributory
infringement. ' 232 The majority denies this. Nonetheless, it is submitted
that the entire Supreme Court, in recognizing both aspects of the Ives 11
standard, has silently acquiesced in significant changes in the requirements
for contributory trademark infringement.

By disposing of the case on the ground that the court of appeals in Ives
IV failed to apply the "clearly erroneous" standard to the district court's
findings of fact in Ives 117, presumably the Supreme Court approved the
application by the district court in Ives I of the Ives I standard for
contributory trademark infringement. The evidence of mislabeling was
construed in Ives III as probative of implied suggestion by means of the
promotional material and catalogues. Judge Nickerson refused to draw an
inference of suggestion on the basis of the "few instances" of mislabeling
shown. Yet, had the trial court drawn the inference from the number of
incidents of mislabeling, the wrong that would have been enjoined would
have been the manufacturer's suggestion by means of publication of those
particular catalogues and materials. 233 The manufacture and sale of the
look-alike capsules themselves would not have been enjoined.

On the other hand, Ives IV considered the "suggestion, at least by
implication," to be effected primarily on the basis of the imitation of the
capsules themselves. The wrong that Ives IV would enjoin was the supply-
ing of imitation capsules. The majority of the Supreme Court, sub silentio,
would appear to agree with Ives IV that the "suggestion, at least by impli-
cation," standard could be satisfied by the imitated product itself, provided
it had been established as a matter of fact that a "substantial number" of
pharmacists had directly infringed the trademark by illegal substitution or
mislabeling. The court stated in a footnote that the conclusion drawn by
Ives IV-that imitators could reasonably have anticipated misconduct by
a substantial number of pharmacists supplied with imitation drugs-"ap-
parently rests upon the assumption that a pharmacist who is provided with
an imitative generic drug will be unable to resist the temptation to profit

232. id at 861.
233. This, of course, assumes no First Amendment problems. See Virginia State Board of

Pharmacy v. Virginia Citizens Consumer Council, Inc., 425 U.S. 748 (1976). In the context of
refusing to protect a generic term, the Supreme Court said: "[E]quity will not enjoin the truth."
Canal Co. v. Clark, 80 U.S. (13 Wall) 311, 327 (1871).
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from illegal activity. We find no support in the record for such a far-
reaching conclusion. ' 234 Presumably, the conclusion would be justified
with evidence that a "substantial number" of pharmacists were engaged in
illegal activity-direct trademark infringement-and an injunction against
selling the imitation product would be the appropriate remedy to prevent
the contributory wrong of "suggestion, at least by implication." This
seemingly would be so even though the product imitated was neither pat-
ented nor copyrighted and neither was nonfunctional nor had acquired
secondary meaning. Apparently to mitigate the full impact of this result,
although no explanation is provided, the majority in Ives V considered the
functionality of the product to be relevant to the issue of contributory
trademark infringement. Justice White would go further and make func-
tionality a complete affirmative defense. This leads to the question of what
part, if any, the functionality of the product simulated should play in an
action for contributory trademark infringement under section 32 of the
Lanham Act.

In Ives III, with regard to the section 43(a) count, Judge Nickerson
found the color of the capsules to be functional,235 by applying the test of
functionality set forth in Pagliero v. Wallace China Co. ,236 which Judge
Friendly in Ives II had indicated was "a good statement of the law." 237

The court of appeals in Ives IV not only rejected the finding of functional-
ity but also turned it against the defendants, concluding that the inten-
tional copier needed some "legitimate reason" to copy: "[Defendants]
have not offered any persuasive evidence of a legitimate reason unrelated
to CYCLOSPASMOL for using identically-colored, look-alike cyclande-
late capsules instead of capsules of a different color, size or shape, which
would minimize the practice of mislabeling, illegal substitution or confu-
sion."' 238 This begs the question of why it is incumbent upon the imitator
to legitimize the exercise of the right to copy in the absence of some tor-
tious conduct outside of the intentional copying. The intentional copying
of another's trademark is, of course, relevant to establishing likelihood of
confusion, but this presupposes the existence of a trademark.239 Even
under the "prima facie tort" theory, engaging in "good faith" competition

234. 456 U.S. at 856-57 n.17.
235. Judge Nickerson's findings on functionality are summarized in Ives V:

The District Court also found that Ives failed to establish its claim based upon
§ 43(a). In reaching its conclusion, the court found that the blue and blue-red colors
were functional to patients as well as to doctors and hospitals: many elderly patients
associate color with therapeutic effect; some patients co-mingle medications in a
container and rely on color to differentiate one from another; colors are of some, if lim-
ited, help in identifying drugs in emergency situations; and use of the same color for
brand name drugs and their generic equivalents helps avoid confusion on the part of
those responsible for dispensing drugs.

456 U.S. 853.
236. 198 F.2d 339 (9th Cir. 1952): "'Functional' in this sense might be said to connote other

than a trademark purpose. If the particular feature is an important ingredient in the commercial
success of the product, the interest in free competition permits its imitation in the absence of a
patent or copyright." Id at 343. See RESTATEMENT OF TORTS § 742 and comment a (1938).

237. 601 F.2d at 642.
238. 638 F.2d at 544.
239. See supra note 135.
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is a justification for intentionally inflicting losses on a competitor. 240 Ives
IV would, however, draw an adverse inference of tortious conduct on the
part of the intentional copier to contribute to trademark infringement, un-
less the copier proved that the product copied was nonfunctional. Presum-
ably the Supreme Court in Ives V accepted, to some extent, the proposition
that the copier should provide a "legitimate reason" for intentionally copy-
ing. In a footnote, Justice O'Connor indicated that although the "doctrine
of functionality is primarily related to the question of whether a defendant
has violated § 43(a). . . a finding of functionality may also be relevant to
an action involving § 32."'241 There is no explanation of why or how func-
tionality should be relevant when the tort is contributory trademark in-
fringement and the standard for determining culpability is that the
contributory infringer has "suggested, even if only by implication."

Justice White would go further:
[A]lthough the Court states that a "finding of functionality may also
be relevant to an action involving § 32," it does not explicate the
relationship of functionality in a § 32 case. It is my view that a find-
ing of functionality offers a complete affirmative defense to a contrib-
utory infringement claim predicated solely on the reproduction of a
functional attribute of the product ...

.. . It would be anomalous for the imitation of a functional fea-
ture to constitute contributory infringement for the purposes of § 32,
while the same activity is not a "false designation of origin" under
§ 43(a).

242

However, in a footnote to the last quoted sentence, Justice White stated:
"This is not to suggest that the copying of a functional feature protects a
defendant from § 32 liability predicated on active inducement of trade-
mark infringement or protects a defendant who has also reproduced non-
functional features. '243 Clearly an imitator may actively induce direct
trademark infringementpersonal, whether a functional or nonfunctional
product is involved, but when section 32 liability is predicated on the Ives
If standard-"suggested, even if only by implication"-Justice White
does not explicate why a nonfunctional product itself may impliedly sug-
gest direct trademark infringement while a functional one may not. Jus-
tice White may envision a doctrine of "de facto suggestion" with regard to
functional products analogous to "de facto secondary meaning" according
to which a product's functional features may freely be copied even though
the product may in fact be associated with a particular source. 244

Any anomaly that would arise from finding a violation of section 32

240. RESTATEMENT OF TORTS § 708 (1938).
241. 456 U.S. at 857-58 n.20.
242. Id at 862-63 (footnote omitted).
243. Id at 864 n.6.
244. The doctrine of "de facto secondary meaning" is illustrated by Judge Rich in In re DC

Comics, Inc., 215 U.S.P.Q. (BNA) 394 (C.C.P.A. 1982):
In the case of utilitarian functionality, a determination of de jure functionality is conclu-
sive, that is, any showing of trademark function--secondary meaning-will be termed
"de facto"; it will not dissuade a court or the PTO from holding the subject design to be
unprotectable (or unregisterable) as a trademark.

Id at 400 (Rich, J. concurring). In the context of unprivileged imitation, see Crescent Tool Co. v.
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but not of section 43(a) because of the functional nature of the product is
submitted to be a result of the adoption and application of the Ives II
standard for contributory infringement rather than of the relevancy of the
functional or nonfunctional character of the product copied. Whether the
product copied is functional or nonfunctional would appear immaterial if
a prima facie case of contributory trademark infringement according to the
"suggestion, at least by implication," standard can be established by prov-
ing that a product originated by the trademark owner has been intention-
ally copied and that a "substantial number" of the copier's purchasers
have committed direct trademark infringement by placing the trademark
on the copier's product. This illustrates the dilemma created by the Ives II
standard, which requires an exception to be created to account for func-
tional products. The right to copy functional features presumably remains
intact, provided "relevance" creates such an exception.

It is not apparent from any of the Ives opinions whether the fact that
the product imitated had not acquired secondary meaning would also be
"relevant" or constitute a complete affirmative defense to a section 32 con-
tributory infringement action. The trademark owner, of course, need not
prove that the product itself had acquired secondary meaning, because it is
the "technical" trademark (Cyclospasmol) that is the subject of the in-
fringement action. Nonfunctionality as well as secondary meaning are
mandatory requirements if protection of the source identifying qualities of
a product is sought on the basis of "unprivileged imitation" or, as it has
been resurrected, under section 43(a) of the Lanham Act. When nonfunc-
tionality and secondary meaning are established with respect to a particu-
lar product (including its trade dress), it, in essence, acquires a trademark
significance and is protectable on the basis of likelihood of confusion as is
any other unregistered trademark.

Section 32 may thus have become a more potent weapon in the hands
of a trademark owner in protecting against product imitators than un-
privileged imitation under section 43(a) or under state unfair competition
law. To establish the tort of unprivileged imitation, the originator of the
product, presumably, would have the burden of proving it to be nonfunc-
tional and to have acquired secondary meaning.2 45 Under section 32, for

Kilburn & Bishop Co., 247 F. 299, 300 (2d Cir. 1917) (Hand, J.). See also MCCARTHY, supra note
14, § 7:26.

245. With regard to the common law tort, RESTATEMENT OF TORTS § 741 (1938) would place
the burden on the plaintiff. With regard to the Restatement § 742 definition of "functionality,"
Note, Unfair Competition and the Doctrine of Functionality, 64 COLUM. L. REV. 544 (1964), states:

This formulation represents a substantial departure from prior law. It releases the imita-
tor of the burden of demonstrating the imitation of the feature was, in some way, essen-
tial; and it implies the availability of substitutes for the simulated feature is basically
irrelevent. As indicated previously, the earlier cases emphasized that commercial neces-
sity was a condition of privileged imitation of distinctive product features.

Id at 558-59 (footnotes omitted). However, even prior to the Restatement formulation, it would
appear that a majority of the courts would place the burden of proving functionality on the plain-
tiff. See cases cited, id at nn.97 and 154.

With regard to § 43(a), Ives I1 would appear to place the burden of proving functionality on
the defendant copier: "One would not initially suppose the color of a capsule to be func-
tional. . . .The case for functionality thus depends on the evidence proffered by defendants that
copying whatever color Ives had chosen served a number of utilitarian purposes,. . . essential to

19831
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contributory trademark infringement, the trademark owner need only
show the intentional copying and a "substantial number" of instances of
direct infringement. According to a majority of the Justices of the United
States Supreme Court, the imitator may submit evidence of functionality
as "relevant" to the issue of a section 32 violation, although proving func-
tionality may not necessarily provide a complete affirmative defense, as
urged by Justice White. The imitator would have the burden of proving
the functionality, whether merely relevant or a complete affirmative de-
fense. The potency of contributory trademark infringement under section
32 would not be limited to the prescription drug situation as exemplified
by Ives, where the actual trademark was placed on the product containers
by the direct infringer, but would also apply to situations where direct
trademark infringement is committed when the imitation is passed off in
response to a request for the trademarked brand.

V. CONCLUSION

The two aspects of the standard for contributory trademark infringe-
ment adopted in the Ives case may prove more troublesome than helpful in
establishing an efficient dividing line between "free" and "fair" competi-
tion in product simulation cases. The first aspect of the standard-"sug-
gested, even if only by implication"--at first blush would appear to accept
the concerted conduct theory as generally applied in intellectual property
law. A personal nexus would seem to be required between the contribu-
tory infringer and the direct infringer, there being an inducement by the
former, or at least a tacit agreement between them, to commit the infringe-
ment. The conclusion that a personal nexus is required seems to be rein-
forced by the express rejection by the Supreme Court in Ives V of the
"reasonably anticipate" (negligence) standard. Nonetheless, the "sug-
gested, even if only by implication," standard would appear to be trans-
formed by the subtle change effected by the Ies IV court to "suggestion,
at least by implication," so that an impersonal "suggestion," i.e., the imita-
tion product itself, may satisfy the standard. Under such a standard as
applied in Ives IV, and seemingly approved by the Supreme Court in Ives
V, a prima facie case of contributory infringement may be established by
proof of the imitation, coupled with proof of a "substantial number" of
direct infringements of the trademark. Proof that a "substantial number"
of direct infringements have occurred as the consequence of the sale of
imitation products would tend to prove that a reasonable person selling
such imitation products should know that its customers were directly in-
fringing the trademark; however, this would not seem to be proof that the

effective competition." 601 F.2d at 643. However, Ives did have the burden of proving secondary
meaning. Id Other courts place the burden on the plaintiff to prove nonfunctionality. Vibrant
Sales, Inc. v. New Body Boutique, Inc., 652 F.2d 299 (2d Cir. 1981); Leisurecraft Prod., Ltd. v.
International Dictating Equip., Inc., 210 U.S.P.Q. (BNA) 193 (D.C.C. 1981); Damn I'm Good,
Inc. v. Sakowitz, Inc., 514 F. Supp. 1357 (S.D.N.Y. 1981). In Fisher Stoves, Inc. v. All Nighter
Stove Works, Inc., 626 F.2d 193 (1st Cir. 1981), the court states that it was not clear that it was
error to place the burden on the plaintiff to prove nonfunctionality.

[Vol, 25



PRODUCT SIM UL A TION

seller has engaged in the concerted conduct with its purchasers resulting in
the commission of direct infringement by the latter.

More importantly, the imitation, rather than the overt conduct of the
imitator in suggesting the direct infringement, becomes the critical element
in the contributory infringement action. The seemingly privileged conduct
of imitating a product in the public domain becomes an element of tortious
conduct and the imitator acts at the risk that a "substantial number" of its
customers will commit the ultimate tort of direct infringement, even
though the imitator has neither personally induced the conduct nor en-
gaged in any other concerted conduct with its customers.

Ives V further obfuscates the issue by introducing the doctrine of
functionality into a contributory infringement action under section 32 of
the Lanham Act. Whatever justification there may be for incorporating
the common law requirements of the tort of unprivileged imitation
(nonfunctionality and secondary meaning) into section 43(a) of the Lan-
ham Act in product simulation cases, this would hardly justify the incorpo-
ration of either or both requirements in a contributory infringement case.
If a concerted conduct theory of contributory infringement is being ap-
plied, the functionality of the product would be irrevelant. Considering
the great difficulties which have attended courts in grappling with the con-
cept of functionality at common law or under section 43(a), one can pre-
sume that its relevancy to a contributory infringement action would have
at least the same erratic application. That it is the imitation product itself
that is causing the "suggestion" is further borne out by Justice White's
concurring opinion in Ives V that the functionality of the copied product
should provide a complete affirmative defense to a contributory infringe-
ment action. The adoption of the complete affirmative defense view of
functionality would permit "de jure suggestion" by a nonfunctional prod-
uct but only "de facto suggestion" by a functional product, which would
negate the cause of action.

The second aspect of the contributory infringement action adopted in
Ives II and approved by the Supreme Court in Ives V is troubling, in that
liability is imposed upon a seller of an imitation product who knew or
should have known that its customers would directly infringe another's
trademark in reselling the product. This adopts a general tort standard
with regard to the foreseeable conduct of third parties but without a duty
analysis or consideration of its implications on "free" competition in the
unpatented product being sold. Imposing a duty on the seller to ascertain
within a reasonable person standard the use to be made of its product by
its buyer is inconsistent with "free" competition theory. This is, perhaps,
best exemplified in patent law, where the seller of a staple article of com-
merce is under no duty to ascertain the use of the staple by its purchasers.
In this regard, and only with some trepidation, is the doctrine of misuse-
the antithesis of contributory infringement-raised. However, if function-
ality is relevant in a contributory trademark infringement case, then cer-
tainly misuse should also be relevant; moreover, the analogy of
contributory trademark infringement cases involving product simulation
to contributory patent infringement cases (e.g., Carbice Corp. v. American
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Patent Corp. ,246 Leitch Mfg. Co. v. Barber Co. ,247 and B.B. Chemical Co. x.
Ellis248) is too compelling to ignore. In these cases, the Supreme Court
held it to be patent misuse for the patent owner to license (expressly or
impliedly) only those who purchased an unpatented staple from it and to
seek to enforce the patent against competing sellers of the staple by means
of contributory infringement. In Ives, the trademark owner granted an
implied license to use its registered trademark Cyclospasmol only to phar-
macists who purchased its cyclandelate. A pharmacist would become a
direct infringer of the trademark Cyclospasmol by dispensing cyclandelate
supplied by a generic supplier in containers bearing the trademark Cyclos-
pasmol in violation of the implied license from the trademark owner.
When the trademark owner seeks to enforce the trademark against the ge-
neric suppliers by means of contributory infringement, because cyclande-
late is unpatented and a staple article of commerce having substantial
noninfringing uses, the equitable defense of trademark misuse should be
available to the accused contributory infringers. Moreover, in B.B. Chemi-
cal, the patent was held unenforceable even against the allegation that the
contributory infringer had induced the infringement of the patent.249

Although the "extension of the monopoly" rationale underlying the
doctrine of patent misuse has been severely criticized on economic
grounds,250 Dawson Chemical Co. v. Rohm & Haas Co. 251 reaffirms the
rationale, with particular force in regard to staple articles of commerce.
The compromise struck between the doctrines of patent misuse and con-
tributory patent infringement promotes "free" competition in staples, in-
cluding those whose end use is in infringing a patent, at the expense of
diminishing the incentive to invent and to invest in inventions. In the ab-
sence of the doctrine of patent misuse, the patent owner could reserve for
itself the market for the staple created by its patent by means of the doc-
trine of contributory infringement. In this light, whatever rationales are
asserted for trademark protection, including the "entitlement" rationale,
there hardly seem to be legal or economic grounds demanding the applica-
tion of contributory infringement in trademark law without a correlative
imposition of the doctrine of misuse to prevent an extension of the trade-
mark monopoly.

The balance struck by the Ives case between "free" and "fair" compe-
tition seems weighted decidedly toward the latter, although the imitator
ultimately prevailed in that case. Nonetheless, it appears as just one battle
in the war against imitators, and in particular, generic drug imitators. The
right to copy in the absence of patent or copyright protection under the

246. 283 U.S. 27 (1931).
247. 302 U.S. 458 (1938).
248. 314 U.S. 495 (1942).
249. If the analogy is continued, Dawson Chemical Co. v. Rohm & Haas Co., 448 U.S. 176

(1980), raises a serious question of whether the exceptions to patent misuse specified in section
27 l(d) are applicable to section 27 1(b) (active inducement of infringement), in particular when a
staple is involved. See Oddi, supra note 68, at 105-08.

250. See W. Bowman, PATENT AND ANTITRUST LAW: A LEGAL AND ECONOMIC APPRAISAL
157-8, 171-3, 178-82 (1973).

251. 448 U.S. 176 (1980).
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Sears/Compco doctrine appears to have been further eroded, without even
a passing reference by the Supreme Court.252 Under Ives, a party who
intentionally copies and sells an imitation product, even though unpat-
ented, uncopyrighted, functional (although this is relevant) and not having
acquired secondary meaning, may be enjoined from selling that imitation,
provided the owner of the trademark can prove that a "substantial
number" of trademark infringements have been committed by customers
of the imitator. The standard for contributory trademark infringement-
"suggested, even if only by implication"--or more aptly, the standard as
applied-"suggestion, at least by implication"-while presuming to recog-
nize the right to copy, actually transforms it into a duty not to copy, with
the originator of the product having a correlative right to enforce that duty
by enjoining the copying itself. Moreover, under the second aspect of the
Ives standard, the imitator is under a duty of reasonable care not to sell to
customers who it knows or should know will commit trademark infringe-
ment with the resale of the imitation product. The foregoing duties are
imposed without consideration of their impact upon "free" competition
theory, as reflected in the limitations generally imposed upon the doctrine
of contributory infringement in intellectual property law. The best exam-
ple of this is in patent law, where liability for contributory infringement is
limited to the concerted and implied concerted conduct theories and is
counterbalanced by the equitable doctrine of patent misuse for fear that
the monopoly granted to promote the useful arts may be unjustifiably ex-
tended. Hence, the incentives to invent are correspondingly diminished.
The broad standard for contributory trademark infringement in Ives, if
unleashed from the misuse defense, would paradoxically provide greater
incentives to create trademarks than are afforded for the creation of
inventions.

252. Justice O'Connor refers to Sears and Kellogg for a definition of functionality: "In gen-
eral terms, a product feature is functional if it is essential to the use or purpose of the article or if it
affects the cost or quality of the article." 456 U.S. at 850-51, n. 10. See also Germain, The Supreme
Court's Opinion in the Inwood Case: Declination of Duty, 70 Ky. L. REv. 732, 741-43 (1982).




