














2011] COUNTERFEITS, COPYING AND CLASS 741

intended to perform.’® But counterfeiting is a boon to consumers
who would like to purchase what appear to be authentic goods at
deeply discounted prices.'® Trademark laws are solicitous of the
first group, those victimized by counterfeiting, and contemptuous
of the second, those benefitting from it."” The comparative size of
these factions would be interesting to know. My guess is that
most people know whether they are purchasing something
authentic or counterfeit. Whether this is true for goods purchased
via online auctions is a bit murkier.

The legal framework set up to prevent and punish
counterfeiting is somewhat severe. Anyone directly associated
with a counterfeiting enterprise can be jailed and fined as a
matter of criminal law, if convicted." Anyone involved in a fairly
removed way with the production or distribution of counterfeits
can be held contributorily or vicariously liable for acts of
counterfeiting as a matter of civil law."” The various burdens of
these draconian approaches to discouraging and policing
counterfeiting fall disproportionately on poor people.'®

For a vendor, having a product stolen results in concrete and
easily calculable economic losses, and imposes the cost of
manufacturing a replacement. Having a product counterfeited
may mean a lost sale, and possibly a consumer who is
disappointed in the quality of a particular line of goods if she was

155. See Chow, supra note 145, at 800 (noting that consumers who unknowingly
purchase counterfeit products are often harmed by substandard products).

156. Id. at 796-97.

157.  See United States v. Hon, 904 F.2d 803, 805-06 (2d Cir. 1990) (explaining that
the post-sale confusion doctrine is an appropriate consideration under the Trademark
Counterfeiting Act because a trademark owner has a right to control his trademark’s
reputation); Goldstone & Toren, supra note 8, at 12—13 (explaining that in enacting the
Trademark Counterfeiting Act, Congress sought to protect “innocent purchasers, ‘who pay
for brand-name quality and take home only a fake” (quoting S. REP. NO. 98-526, at 4
(1984), reprinted in 1984 U.S.C.C.A.N. 3627, 3630)).

158. See 18 U.S.C. §2320(a) (Supp. II 2009) (providing that any person who
intentionally traffics in goods or services and knowingly uses a counterfeit mark is subject
to two million dollars in criminal penalties and ten years of imprisonment).

159. See 15 U.S.C. § 1114(1) (2006) (providing that any person who uses a counterfeit
trademark in connection with the sale of goods or services is subject to liability in a civil
action); Hard Rock Cafe Licensing Corp. v. Concession Servs., Inc., 955 F.2d 1143, 1148-50
(7th Cir. 1992) (describing contributory negligence and vicarious liability theories in the
context of trademark infringement).

160.  See United States v. Foote, 413 F.3d 1240, 124647 (10th Cir. 2005) (upholding
a lower court’s conviction of an individual vendor selling counterfeit merchandise out of
his home and, later, his store in a strip mall); U.N. OFFICE ON DRUGS & CRIME, THE
GLOBALIZATION OF CRIME: A TRANSNATIONAL ORGANIZED CRIME THREAT, at 179-80, U.N.
Sales No. E.10.IV.6 (2010) (“[TThe most common conduit for counterfeit goods are illegal
immigrants, working in informal markets...[who] often bear the brunt of
[counterfeiting] enforcement efforts . . . .”).
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unaware that she purchased a counterfeit.'”” However, if the
consumer intentionally opted for a counterfeit item, she did not
actually want to purchase the authentic item, so no one lost a
sale, and she knows not to blame the legitimate mark holder for
any quality deficiencies.'” But the mark holder is still
unequivocally deemed, by well-established trademark principles,
to have been harmed or damaged by such counterfeiting.'"” In
this way, trademark law tries to ensure that no one can legally
possess the status of a brand they cannot afford.

If someone merely copies the aesthetic style of a bicycle, but
not the trademark, this is a copyright or design patent matter
only, as explained above. Even when deploying trademark law in
error, many judges stop at deeming aesthetic copying a
trademark infringement a civil law matter. However, in the
context of aesthetically driven consumer goods especially, some
courts emphatically do not like to see consumers get a bargain."*
In consequence, they illegitimately and far too readily treat
copying as if it was actual counterfeiting.

Whether counterfeit goods truly harm the market for the
authorized goods probably varies greatly from product to product.
Sales are obviously lost if a customer incorrectly believes she is
purchasing an authentic item. But consumers who cannot afford
expensive goods or do not want to pay for them choose counterfeit
items knowingly. They procure them from stores, swap meets,

161. See Goldstone & Toren, supra note 8, at 4 (“Selling items bearing counterfeit
marks defrauds customers who pay for brand-name merchandise but bring home low
quality fakes. It cheats trademark owners out of legitimate sales and tarnishes their
reputation when they are blamed for the poor quality of the counterfeit merchandise. It
also injures legitimate retailers who must provide refunds to customers who discover that
their brand-name goods are in fact counterfeit.”).

162. See Chow, supra note 145, at 796-97 (contending that not every sale of a
counterfeit good results in a loss to multinational corporations because “most consumers
who purchase counterfeits make a knowing and rational choice to do so and are not
deceived”).

163. See United States v. Yamin, 868 F.2d 130, 132-33 (5th Cir. 1989) (“Section
2320(a) is ‘not just designed for the protection of consumers. [It is] likewise fashioned for
the protection of trademarks themselves and for the prevention of the cheapening and
dilution of the genuine product.” (alteration in original) (quoting United States v. Gantos,
817 F.2d 41, 43 (8th Cir. 1987))).

164. See Hermés Int’l v. Lederer de Paris Fifth Ave., Inc., 219 F.3d 104, 108-09 (2d
Cir. 2000) (stating that cheap knockoff copies of original, more expensive products harm
the general public who may believe they are purchasing the genuine article);
Mastercrafters Clock & Radio Co. v. Vacheron & Constantin-Le Coultre Watches, Inc.,
221 F.2d 464, 466 (2d Cir. 1955) (holding actionable the copying of a clock design because
consumers would buy the cheaper knockoff to give the appearance they owned the more
prestigious clock); Lunney, supra note 2, at 407-08 (asserting that courts preserve the
status of “prestige goods” to allow manufacturers to maintain the “artificial scarcity” of
those goods).
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flea markets, sidewalk vendors, and online auctions. It can be
difficult to understand why, beyond an impulse to rote
conformity. Counterfeit luxury items are unlikely to be mistaken
for the originals by anyone who pays attention to trademarks.
One observer snidely noted with respect to imitation Louis
Vuitton bags:

We know some people appreciate the “status” of
owning a designer bag and flaunting that designer’s name.
It’s all about showing how much money you have and how
you can buy something so exclusive. So explain to us what
you’re gaining when you go and buy a cheap imitation of
the bag that’s supposed to give you “status.” You're carrying
something that isn’t authentic, doesn’t impress anyone, and
is freely advertising a designer who didn’t even make the
bag. You paid $20 at your local Chinatown and everyone
knows it.'”

Some purchasers must believe that a counterfeit object will
fool some people some of the time. But what percentage of
purchasers that represents is difficult to ascertain. If a
counterfeit item is unlikely to be mistaken for an authentic item,
maybe it is purchased simply because the object’s aesthetics are
pleasing to the buyer. Unless the trademark was intrinsic to the
aesthetics, consumer demand could have been noninfringingly
met with a knockoff. Knockoffs are less risky for vendors or
anyone associated with the vendors, but they can still be treated
as illegal if they are deemed to infringe copyrights by being too
similar to a copyrighted item, or to infringe trademarks by being
likely to confuse consumers. If acts of infringement are deemed
willful, the economic punishments can be severe, but criminal
prosecution is unlikely if the copying of copyrighted attributes is
not literal, and/or if the defendant trademark is not “identical to
or substantially indistinguishable” from the one it is accused of
infringing.'®

A. The Intersection of Counterfeiting and Class

When poor people can own products with the same design
features employed in expensive goods, those goods may become

165. Mass e-mail from luv2shop@thebudgetfashionista.com to author (excerpt from
an e-mail with the subject, “Greetings! Five Things To Throw Out Of Your Closet Right
Now”) (on file with author).

166. See Carol Noonan & Jeffery Raskin, Intellectual Property Crimes, 38 AM. CRIM.
L. REV. 971, 987-88, 993-94 (2001) (noting that proof of identical or substantially similar
copying is the “threshold requirement” for criminal sanctions).
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tainted by this association in the minds of some observers."”’
Trademarks are a mechanism that can be used to signal status
when the exclusivity of aesthetics alone cannot be relied upon.
Counterfeiting is punished not only because it can defraud
consumers and divert income from trademark holders, but also
because it allows poor people to possess and display trademarks
intended to be the exclusive purview of the wealthy.'®

Retail outlets that facilitate peer-to-peer merchandise
exchanges may intentionally or unintentionally facilitate the
distribution of counterfeit goods. They have been burdened with
heavy policing costs by case law endorsing a broad construction
of secondary liability for trademark infringement.'® Vicarious
liability and contributory liability are the legal doctrines through
which entities are held civilly responsible for acts of trademark
infringement carried out by others.'” These forms of liability
have been imposed when an entity profits in some way from the
sale of counterfeit goods that it supposedly knows or should know
is occurring.”” :

Shopping at flea markets is unlike browsing department
stores. It is harder to predict what merchandise will be available
on any given day at a flea market, or where it will be located. The
provenance of the goods at a flea market may be exceptionally
murky, and if your purchase disappoints you in some way, you
are unlikely to be able to return it for a full refund. But, at flea
markets, there may be a diverse range of objects unavailable at
other shopping venues, and the prices are apt to be lower than
one might find elsewhere and sometimes negotiable. Flea
markets are often staffed and frequented by poor people.

167. See Hemphill & Suk, supra note 44, at 1176 (relating the possibility of the
“snob’ effect” lowering the demand for luxury goods because of the dilution of the brand
(quoting H. Leibenstein, Bandwagon, Snob, and Veblen Effects in the Theory of
Consumers’ Demand, 64 Q.J. ECON. 183, 189 (1950))).

168. See Goldstone & Toren, supra note 8, at 16; Hemphill & Suk, supra note 44, at
1175-76.

169. See Dogan & Lemley, Trademarks and Consumer Search Costs, supra note 39,
at 832-34 (arguing against imposing the contributory infringement doctrine on
intermediaries).

170. See Inwood Labs., Inc. v. Ives Labs., Inc.,, 456 U.S. 844, 853-54 (1982)
(establishing a contributory liability theory of trademark infringement for third parties
who induce or supply products the manufacturer knows or should know infringe another’s
trademark); Hard Rock Cafe Licensing Corp. v. Concession Servs., Inc., 955 F.2d 1143,
1150 (7th Cir. 1992) (recognizing the Seventh Circuit’s adoption of a vicarious liability
theory of trademark infringement); Ian C. Ballon, Pinning the Blame in Cyberspace:
Towards a Coherent Theory for Imposing Vicarious Copyright, Trademark and Tort
Liability for Conduct Occurring over the Internet, 18 HASTINGS COMM. & ENT. L.J. 729,
752-53 (1996) (summarizing theories of indirect trademark liability).

171. See Inwood Labs., 456 U.S. at 853-54.
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Well-attended flea markets incentivize both positive and
negative behaviors. They are a mechanism to channel objects
that are no longer wanted by some people into the hands of
consumers who desire them. This is environmentally and
culturally beneficial. Industrious flea market vendors may
frequent yard sales to procure merchandise, deriving profits from
things that otherwise might be relegated to landfills.

Flea markets typically feature merchandise that is outside
more conventional commercial channels because it is used,
flawed, or sometimes, counterfeit. Given their decentralized
structure, flea markets also may incentivize theft, as they
provide a commercial outlet for stolen goods. Both counterfeiting
and theft are illegal activities, but the harms they inflict are
different.'”

Criminalizing counterfeiting was supposed to deter
counterfeiting by increasing the risks and costs of doing business
substantially.”® In practice, it has meant that minimum and
subminimum wage workers weather the risks and absorb the
associative costs on behalf of people actually producing and
distributing counterfeit goods.™ It has also given venues like flea
markets the ethos of criminal enterprises. People staffing booths
at which counterfeit items are for sale can be arrested,
handcuffed, and taken to jail.”™ Probable cause for such arrests
can include low prices and the presence of counterfeit merchandise

172.  See Goldstone & Toren, supra note 8, at 1617 (contrasting the ability of a property
owner to take steps to decrease the risk of theft against the fact that a trademark owner can be
victimized without their knowledge from an unforeseeable source).

173.  See id. at 10-13 (discussing criminal penalties as deterrence for counterfeiters who
regarded civil penalties under the Lanham Act as merely the “cost of doing business”).

174.  See U.N. OFFICE ON DRUGS & CRIME, supra note 160, at 180.

175.  Consider, for example, the facts from the Scarbrough case:

On April 6, 1997, Myles and Hall, wearing plain clothes, went to the Mobile Flea
Market accompanied by Jim Holder, a trademark infringement investigator and
independent contractor who represents various corporations in sting operations
with local police departments. Hall purchased two Nike pendants, one from each
of the plaintiffs-appellees Tammy D. Scarbrough and Carol C. Davis, employees
of Marion Douglas, who owned the booth.

Hall showed the pendants to Holder, who verified that they bore
unauthorized trademarks. Hall later averred that he determined that this
verification by Holder, in conjunction with Scarbrough and Davis’s sale of
cheaply priced goods bearing unauthorized trademarks, which were in proximity
to other booths selling goods with unauthorized trademarks, was sufficient
probable cause for their arrests. Hall subsequently returned to the booth,
arrested Scarbrough and Davis, and handcuffed them together while he arrested
other sellers of counterfeit goods. Scarbrough, Davis, and the other arrestees
were transported to Mobile Police Headquarters and then to Mobile Metro Jail.
Their employer, Douglas, posted bond, and they were released that night.

Scarbrough v. Myles, 245 F.3d 1299, 1301 (11th Cir. 2001) (per curiam).
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at nearby booths.'™ There is no requirement that any particular
victim prove any sort of loss beforehand.'” If convicted, ten-year
prison terms can be imposed upon first time offenders, and fines of
up to two million dollars.” Second convictions are punishable by up
to twenty years in prison and five million dollars in fines.”

In addition to flea markets, storefront and online retail
businesses may facilitate the sale of counterfeit goods, but also
vend noncounterfeit merchandise that is used, scratched, dented,
or otherwise flawed and, therefore, deeply discounted. Though
manufacturers may be happy to take advantage of these outlets
when they need to liquidate flawed merchandise or overruns, mark
holders may be less enthusiastic about the circulation of technically
authentic merchandise that undercuts brand-based pricing
regimes.'®’

While policing counterfeiting protects consumers as well as
mark holders in some circumstances, the benefits to customers of
harsh secondary liability paradigms are arguably outweighed by
the disadvantages. Preventing fraud against consumers may be a
worthwhile goal, but the expansive vicarious and contributory
liability cases like Fonovisa Inc. v. Cherry Auction, Inc.”® indicate

176. E.g., id. at 1302-03 (“Prior to consulting with Holder, Hall determined that he
had probable cause to arrest Scarbrough and Davis based on three factors: (1) each had
sold him an unlawful Nike pendant, (2) in his opinion, the price of the pendants was
below what he would have expected a similar, legitimate item to cost, and (3) numerous
other sellers were engaged in selling trademark-infringing items near Scarbrough and
Davis.” (footnote omitted)). “Hall purchased a Nike pendant from Scarbrough for $3 and a
gold Nike pendant from Davis for $11.” Id. at 1302 n.5.

177. Goldstone & Toren, supra note 8, at 21.

It is also worthwhile to note what the statute does not require. In particular,
there is no requirement of loss by any particular victim. The government is not
required to prove that the rightful owner of the mark would have made
additional sales but for the sales by the counterfeiter, or that the value of its
mark was diminished. In the legislative history, Congress noted that the bill was
intended to reach all counterfeiting that affects interstate commerce, specifically
including “trafficking that is discovered in its incipiency, such as before
counterfeit merchandise has left the factory.” Thus, the government need not
show any unjust enrichment by the counterfeiter, who may actually have lost money
on the counterfeiting operations. Nor is it necessary to prove that the product
received under the counterfeit mark was somehow faulty and caused any
consequential loss or harm to the recipient. Indeed, it is not even necessary to
demonstrate that the product received is of lesser quality than the genuine product.
Id. at 21 (footnote omitted) (quoting 130 CONG. REC. 31,677 (1984) (Joint Statement on
Trademark Counterfeiting Legislation)).

178. 18 U.S.C. § 2320(a)(1) (Supp. II 2009).

179. Id.; Goldstone & Toren, supra note 8, at 71.

180. See Goldstone & Toren, supra note 8, at 16.

181. Fonovisa, Inc. v. Cherry Auction, Inc., 76 F.3d 259, 264-65 (9th Cir. 1996)
(discussing contributory liability in the trademark context and vicarious liability in the
copyright context).
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contempt for poor, working-class people who acquire inexpensive
or used goods at flea markets and swap meets. “Indirect” vendors
such as online auction platforms cannot ascertain whether an
item is authentic or counterfeit because they are never in its
physical presence.'” Rational risk avoidance will motivate them
to avoid certain trademarks altogether, out of fear of inaccurately
assessing the authenticity of a marked item. In this way, the
Lanham Act impedes the ability of people of limited economic
means to legitimately acquire expensive, high-status
merchandise at reduced prices.

V. LIBERATING KNOCKOFFS FROM THE LANHAM ACT

The trademark law reasoning for depriving poor and
penny-pinching people of noncounterfeit knockoffs is
oppressively grounded in flawed and unpersuasive justifications
for giving trademark and trade dress protection to product
features and configurations. Adopting and enforcing a bright-line
rule that aesthetically driven, unregistered design attributes are
not monopolizable through trademark law, regardless of whether
they have secondary meaning, would liberate knockoffs from the
tyranny of Lanham Act misuses. This could be achieved through
an amendment to the statute itself: sections 2 and 43(a) of the
Lanham Act could be amended to make it clear that aesthetic, as
well as utilitarian, functionality precludes both federal
registration and common law protection of product features as
trademarks or trade dress, regardless of secondary meaning.

Alternatively, the legality of knockoffs under trademark law
could be clarified and concretized even without changes to the
statute, through robust judicial deployment of a functionality
doctrine that explicitly embraces aesthetic functionality as a
complete bar to Lanham Act protection regardless of
distinctiveness. The multifactored test used by many courts in
determining whether a product feature is functional inquires
into:

(1) the existence of a utility patent, expired or unexpired,

that involves or describes the functionality of an item’s

design element; (2) the utilitarian properties of the [item]’s
unpatented design elements; (3) advertising of the item
that touts the utilitarian advantages of the item’s design
elements; (4)the dearth of, or difficulty in creating,

182.  See, e.g., Tiffany (NJ) Inc. v. eBay Inc., 600 F.3d 93, 98 (2d Cir. 2010)
(indicating that eBay cannot physically inspect the goods it sells to determine their
authenticity).
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alternative designs for the item’s purpose; and (5) the effect
of the design feature on an item’s quality or cost."™

This is not well adapted to aesthetic properties when the
emphasis is on a product’s appearance for its own sake, whether
or not the design has some connection to a particular source, due
to market domination or saturation advertising.

A Dbetter test would analyze each product attribute and
categorize it as primarily a mark, or primarily aesthetic in
nature, based on how it is integrated into the product. A fact
finder, be it judge or jury, would make this determination based
on how a reasonable person would interpret the feature’s primary
nature. Attributes deemed primarily aesthetic would be
categorized as functional, and thus available to competitors.

Secondary meaning would be entirely removed from the
initial deliberations, and would come into play only after a
finding that a particular attribute was primarily functioning as a
mark. Design features that were deemed to function primarily as
marks would be protectable only upon a showing of secondary
meaning, and even then, some marks would receive narrow
protection to prevent interference with use of similar designs.

VI. CONCLUSION

People who purchase discount brand items because that is
all they have the money to afford may find it slightly less
humiliating to wear or use goods that at least look like more
socially acceptable brands. Companies like Wal-Mart and Payless
meet the needs of folks who want to follow contemporary styles
but cannot afford to worry about trademarks. Trademark law as
currently constituted puts this option in constant jeopardy,
reducing the choices available to people of limited economic
means, and also to people who simply prefer to limit their
spending on aesthetically driven consumer goods.

People across economic classes value the ability to own
consumer goods that reflect their personal aesthetics. For some,
elite trademarks are important parts of the images they want to
portray. As Christopher Sprigman and Kal Raustiala have noted,
“some consumers appear to treat labels as almost an end in
themselves” and are eager to acquire whatever goods a particular
designer produces.”™ They may relish exclusivity and the status
that they feel owning expensive luxury goods confers. They may

183. Specialized Seating, Inc. v. Greenwich Indus., L.P., 472 F. Supp. 2d 999, 1011
(N.D. 11L. 2007), affd, 616 F.3d 722 (7th Cir. 2010).
184. Raustiala & Sprigman, supra note 5, at 1215.
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also be highly predisposed to intentionally purchasing counterfeit
items that are authentic looking. But just as knockoffs are not of
interest to these consumers, neither are they a threat, because
they do not compromise the trademark value of authentic
designer goods to like-minded consumers in either the legal or
colloquial sense of the term.

For others, making a visual statement with their clothing
and other personal possessions is what is most important.
Secondary concerns about price and quality make trademarks
important but not critical to their purchasing decisions. They
care more about overall appearance, as an aesthetic matter, than
about what the labels that possessions carry communicate about
economic status. When affordable knockoffs are available,
consumers who covet the designs of luxury items do not need to
purchase counterfeit items to possess them. In consequence,
liberating knockoffs from the Lanham Act actually reduces
demand for counterfeits, at least from this second cohort of
consumers,
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