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UNFAIR COMPETITION—A RE-CONSIDERATION
OF BABIC CONCEPTS

The tremendous variety and complicity of the sitmations
usually involved in the adjudicated cases dealing with unfair
competition have often evoked the view that the rules govern-
ing those cases are uniform only in their inconsistency. Sar-
prisingly enough, this attitude is prevalent not only among lay-
fen, or even business men, but among lawyers as well. It is the
purpose of this gtudy to determine whether that opinion is justi-
fied, and if it is not, to find some basis for resolving the seem-
ing incongistencies.

It is important to point out at the outset that the cases
involving unfair competition are not sui generis. The law there
applied is nof, on the whole, a distinct body of rules, but is
rather one of the expressions of gound and basic equitable prin-
ciples. There have been, it is true, a sufficiently large number of
cases on the subject to justify its separate treatment by the
publishers of indices and digests, but it does not follow from
that fact that the cases involve special or peculiar rules, The
underlying principles are familiar ones, applicable to fraud and
injunctions generally, as well as to unfair competition.

Excluding for thizs purpose, questions involving the juris-
diction of equity, the standing of the complainant, and his right
to the name or mark involved, it may be gaid that an injunetion
against the infringement of a name or mark is the relief given
by equity against one species of fraud, That fraud is the essen-
tial element, whether it be actual or constructive, is evident
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from the language of Lord Herschell, in the English case of
Reddeway v. Banhom:'

“In a case of this description, the mere proof by the
plaintiff that the defendant was using a name, word or
device which he had adopfed to distinguish his goods would
not entitle him to any relief. He could only obtain it by
proving further that the defendant was using it under such
circumstances or in such manner ag to put off his goods as
the goods of the plaintiff.”

Apparently, the bagic nature of the rights sought to be
protected in such cases was overlooked by many decisions which,
although they reached the correct and just result, were decided
by rules so stated as to appear fixed and pogitive. For instance,
it has been said in the terminclogy of an inviolable rule, that
there must be actual competition between the parties before
there can be unfair competition.? The rule cannot be true if the
relief granted is essentially to prevent the commission of a
fraud, for frand does not always occur in the same fashion, It
tends to preclude the complainant from showing that he has
been damaged, simply because the damage may have occurred, or

*L. R. App. Cas. 199 (1896). See Hilton v, Hilton, 89 N.].Eq, 149, at 154,
102 Atl. 16 (Ch. 1917) * . . . unfair competition is fraudulent conduct”

® National Grocery Co. v. National Steres Corp, 95 N.J.Eq. 588, 128 Atl.
740 (Ch. 1924), offd, 97 N.J.Eq. 350, 127 Afl. 928 (E.&A. 1924), where the
court said, in 95 N.JL.Eq. ot p. 593, ¥ ‘Of course, there must be actual commpetition
before there can he any unfair competition’” Tt iz doubtful whether the state-
ment was essential to the result in that case, for the ocourt stressed the basic ele-
ment of frand, and based its holding, by what it did rather than what it said, on
the rezsoning that under the facts presented, there was no fraud, and hence no
unfair competition, It Jid, however, take a restricted view from which our
courts are gradually departing, that “Care must be taken in these cases not to
extend the meaning of the word ‘unfair’ to cover that which may be unethical
but is not illegal,” and denied an injunction although convinced that the defendant
had purposely attempted 1o secure a henefit from the favorable impression made
upon the purchasing public by the complainant. See also, to the same effect,
Perlberg v. Smith, 70 N.J.Eq. 638, 62 Atl, 442 (Ch. 1905).
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threatens to oceur, in a manner not usually encountered. If it be
gaid that an injunction would be granted under such circum-
gtances, is that not objectionable ag creating an unneccessary
“exception to the rule”?

The restricted attitude, by which actual competition is a
prerequisite to relief, is not universal. The actual or threatened
diversion of trade from the originator of a name or mark is no
longer the sole test for determining damage, in some jurisdic-
tions. In Vogue Co. v. Thompson-Hudson Co.? the court found
the defendant, s hat manufacturer, guilty of unfair competition
with the plaintiff, the publisher of “Vogue” magazine, and en-
joined the defendant’s use of the name “Vogue” and the letter
“V” as & trademark for its hats.* The court there recognized
that there is no formula of mathematical invariability by which
these cases can be decided, and that they are governed by the
ordinary principles of equity and good conscience,® when it said
that “There is no fetish in the word ‘competition’. The invoca-
tion of equity rests more vifally upon the unfairness.”® This
liberal doctrine was severely criticized by members of the legal

1300 Fed, 509 (C.C.A. 6th, 1924),

*The theory upon which the Circuit Court of Appeals based its holding was
that “In this case the reasonable probability of injury to plaintiff through defend-
ants’ misrepresentation is clear, even if it has not actually occurred. Plaintiff’s
magazine is so far an arbiter of style, and the use of plaintifi’s trademark upon
defendants’ hats so far indicate that the hats were at least sponsored and approved
by the plaintiff, that the same considerations which make the misrepresentations
50 valuable to defendants make it pregnant with peri] to plaintiff. It seems not
extreme to say, as plaintiff’s counsel do, that persistence in marking under this
trademark articles of apparel which are unfit, undesirable, or out of style would
drive away thousands of those who customarily purchase plaintiff’s magazine”

*Note also the court's attitude in B. F. Goodrich Co. v. Hockmeyer, 40
Fed. (2d} 99, at 103, in construing the federal trademark act (15 U.5.C.A. sec.
85), “ . . . The provisions of section 5, under consideration here, should
not be given a literal construction, but, except where a contrary intention clearly
appears from the statute, should be construed in harmony with the genetal prio-
ciples of equity applicable to the law of trademarks™

"Vogue Co. v. Thompson-FHudson Co., 300 Fed. 509, (C.C.A. 6th. 1924),
at p. 512,
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profession, especially before legislative committees.” Neverthe-
legs, that doctrine was further extended by Cireuit Judge
Learned Hapd who expressed the thought, in Yaele Electric
Oorp. v. Robertson?

“The law of unfair competition comes down very
nearly to this—as judges have repeated again and again—
that one merchant shall not divert customers from another
by representing what he sells as emanating from the sec-
ond.® This has been, and perhaps even more now is, the
whole Law and the Prophets on the subject, although it
assumes many guises. Therefore it was at first a debatable
point whether a merchant’s good will, indicated by his
mark, could extend beyond such goods as he sold. How
could he loge bargaing which he had no means {o fill? What
harm did it do a chewing-gum maker to have an iron-
monger use his trademark? The law often ignores the nicer
sensibilities.

“However, it has of recent years been recognized that
a merchant may have a sufficient economiec interest in the
use of his mark outside the field of his own exploitation to
justify interposition by a court. His mark is his authentic

" Joint Hearings before the Committees on Patents on S, 2679, 63th Con-
gress, 2d, Sess.

226 Fed, (2d) 978 (C.C.A. 2d. 1928)

*It is just this type of statement that has given rige to inaccurate rules that
there must be actual competition before there can be unfair competition, This
is only one type of tortious act which may damage good will.

“The history of important trademark litigation within recent years shows
that the use of similar marks on non-competing goods is perhaps the normal
rather than the exceptional case of infringement. * * * it is the gradual
whittling away or dispersion of the idenmtity and hold upon the public mind of
the name or mark by its use upon non-competing goods, The more distinctive
ot unigue the mark, the deeper is its impress upon the public consciousness, and
the greater its need for protection against vitiation or dissociation from the par-
ticular product in conuection with which it has been used” Schechter, The
Rational Basis of Trademark Protection, 40 Hawv, L. Rev, 813, 825 (1927).
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seal, by it he vouches for the goods that bear if; it carries
hig name for good or ill. If another uses it, he borrows the
owner’s reputation, whose quality no longer lies within his
own control. This is an injury, even though the borrower
does not tarnish it, or divert any sales by its use; for a
reputation, like a face, is the symbol of its possessor and
creator, and another can use it only as a mask. And so it
has come to be recognized that, unless the horrower’s unge
is 80 foreign to the owner’s as to insure against any iden-
tification of the two, it is unlawful.”®

In American Philatelic Society v. Claibourne,”* an injunc-
tion was granted against defendant’s distribution of falsely
perforated stamp issues, although the complainant was not
engaged in any buginess, being merely a society of stamp col-
lectors.'? And in New Jersey, an injunction was allowed to pre-
vent the unlicensed use of the complainant’s picture and testi-
monial on the defendant’s product, even though the complainant
actually had devised the formula, and although he was not a
manufacturer or even engaged in competition with the defend-
ant. The reason given for the holding was that the statement
that the product was endorsed by the complainant was untrue,
and hence a fraud.'® So the use of a trade secret, secured by
fraud or breach of trust, will be enjoined as “inequitable com-
pel;ition.”“

These results are not alarming, nor should they be regarded
as examples of judicial legislation. They are rather to be ex-
pected from the very history of unfair competition. Originally,

©26 Fed, (2d) 973 (C.C.A. 2d. 1928), at pp. 973, 4.

#3 Cal. (2d) 689, 46 Pac. (2d) 135 (1935).

™ The sale of the issue would have probably decreased the value of genninely
perforated stamps owned by complainant, but would have had no effect so far
as the postal face value was concerned.

*® Bdison v. Edison Polyform Mg, Co., 73 N.J.Eq 136, 67 AtL 392 (Ch. 1907).

¥Vulean Detinning Co. v. American Can Co, 72 N.JL.LEq. 387, 67 Ad. 339
{E&A, 1907).
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relief was granted only against the infringement of techmical
trademarks, on the theory that the complainant had a property
right in the technical trademark itself, and that its use by
another was fraundulent. But it did not take long before it ap-
peared that even where no technical trademark existed, the de-
fendant’s acts might be just as fraudulent and reprehensible,
and just as damaging to the plaintiff. To provide a remedy for
the existing wrong, equity developed the concept of secondary
meaning, thus affording the courts a method by which to pre-
vent the invasion by trade pirates, of another’s good will. Actu-
ally, this was not an extension of the pre-existing rules, for the
power, though not previously exercised, was in existence. 8uch
flexibility i desirable for it obviates the necessity of overruling
former decisions where their application to a new gituation might
bring about an unjust result.!® It allows for an increase in the
standards of business ethics, if so required by contemporaneous
conditions, without compelling the courts to close their eyes to
previously enunciated rules. The change and growth can occur,
not in the rules and principles involved, but in the determina-
tion of what acts are to be held as constituting frand.'® The
unfortunate fact is that the courts, having committed them-
gelves by the atatement of “rules,” were compelled to create

¥ See Ludlow Mig. Co. v. Pittsburgh Mig. Co., 166 Fed. 26, at p. 29, “No
arbitraty rules have ever been, nor ever can be, laid down, by which courts of
equity wilt furnish this protection. To establish such rules, would, like definitions in
the law, furnish the meana by which fraud could successfully accomplish its ends”

“Note the closing rematks of Federal District Judge Clark in Tanqueray,
Gordon & Co. Ltd. v. Gordon, 10 Fed, Supp. 852 (D. N. J. 1935), oppeal dis-
missed, 77 Fed. (2d) 998 (C.C.A. 3d. 1935) as rtevealing of the change which
is taking place in the attitude of our courts toward fradulent business practices.
He said there, at p. 854, “In conclusion, we record our surprise at counsel’s
apparent distaste for our suggestion from the bench that we intended to attempt
‘the imtroduction of a little ethics in American business” We should have sup-
posed that the business history of the past ten years made such an atfempt
rather appropriate. We do not {eel that it is particularly harsh to question the
ethical perceptions of an individual who seems unconscious of the misleading
impression created by the use of the British coat-of-arms on an American product.”
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mythical categories of situations in order to accomplish the
required result.' This being so, can it be said that an analysis
of the decigions in the old and newer cases will disclose an
identical underlying theory? If that common basis exists, then
the cases must be harmonions, although the expressed reasoning
may not be. This question goes to the very nature of the action
itgelf, and the character of the right, and will be satisfactorily
answered if these essentials have not changed.

It would seem sufficient to say that the right protected and
the basis of the relief is the good-will of a business, symbolized
by the name, mark, shape or dress of the goods involved. This
theory is not objectionable as fostering monopoly, for it has
ro quarrel with competition of itself. The acts objected to are
those which are intentionally or innocently frandulent, which
are uncalled for, and the prohibition of which will have little
or no effect on the wrongdoer.!®* And the view has been con-
vincingly urged that “since goodwill is property—a real asset
of substantial valne—there seems to be no logical reason for
courts refusing to afford protection against intentional, or even
negligent, destruction. All the essential elements of tort are

Y For an excellent and thorough exposition ¢f the historical background
involved, consult Scuecetrr, HistoricalL FouNDaTioNs oF TRADEMARE Law,
{1925).

¥ See International News Service v. The Associated Press, 248 U.S. 215,
at 235, 236, 39 Sup. Ct. 68, 63 L, Ed. 211 (1918). “ . . . Eath party is
mnder 2 duty so to conduct its own business as not unnecessarily or unfairly to
injure that of the other . . . the right to acquire property by honest labor
or the conduct of a lawful business is as much entitled to protection as the right
to guard property already acquired.”

See also Coca~Cola Co. v. Koke Co. of America, 254 U.S, 143, 41 Sup. Ct.
113, 65 L. Ed. 189 (1920), where the court gramted an injuncton against the
use of a deceptive trademark, but pointed out that, “The product, including the
coloring matter, is free to all who can make it, if no extrinsic deceiving element
is P M

For views on the nature of the action, see Nims, UNramr CoMPETITION AND
TraneMarks, {3d. Ed. 1929) Ch, 2; Cohen, F. S., Transcendenial Nonsense and
the Funciionol Approack (1935) 35 Covr. L. Rev. 809, at 816.
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present.”1?

If we are to take this view of the law of unfair competition,
we must find a correspondingly flexible test for determining
what is unfair. Of course, the test employed must not be re-
garded aa a complete expogition of the law. It must be applied
in the light of other principles to prevent any objectionable
erystallization.?® But if the test will generally apply to the old
as well asthe new situations, and if it will serve to explain most
of the cases, it ig sufficient for the purpose. And to discover this
test, it is well to re-examine the so-called “rules” usually em-
ployed.

The inquiry should not be confined to cases where 4 makes
use of B’s technical trademark, nor where A adopts B’s trade-
name, which has acquired a secondary meaning, without altera-
tion, for

“ ‘Similarity, not identity, is the usual recourse where
one party seeks to benefit himeelf by the good name of
another ”#

It ig the cases where the names or marks were not identical, but
similar, which are troublesome. The test universally applied is
the standard of the ordinary purchaser, buying under the usunal
conditions prevailing in the trade, and giving such attention as

¥ Wright, Tort Responsibility for Desiruction of Goodwill (1929) 14 Comn.
L. Q. 298

® omith, Cruciol Issues in Labor Litigation (1907) 20 Hamv. L. Rev. 253,
at 264, cautioned that, “Each of the . . . formulas is subject to the implied
exception that the damage and the method of producing the damage must be
such as the law will notice and will hold actors responsible for. For various
reasons, the law deems it inexpedient to afford a remedy for some kinds of dam-
age which cannot be sheltered under the maxim De minimis. Certain kinds of
conduct and certain methods of exercising so-called “rights” are not regarded as
furnishing a cause of action, even though substantial damage results therefrom.”

" Standard il Cloth Co. v. Trenton Qil Cloth ete. Co, 71 N.J.Eq. 555, 63
Atl, 846 (Ch. 1906), quoting from Celluloid Co. v. Cellonite Co., 32 Fed, 94
(C.C. N.J. 1887),



UNFAIR COMPETITION ¢

such purchasers usually give in buying the particnlar clags of
goods.?® Thus, if the particular article is sold to a class of per-
sons who usually pay little attention to differences in trade-
marks, or fradenames, almost any attempt at similarity will be
enjoined.”® Conversely, if the usual purchaser of a particular
article is an expert, accustomed to scrutinize closely, the court
will allow a closer similarity.?* Of course, this does not mean
the law is different in each of the two cases. The rule is the same,
but flexible enongh to allow for the varying probability of de-
ception.

There are two gerious objections to this test, however, First,
it iz based on the premise that an action will lie only when
purchasers are likely to be deceived into believing that they are
getting B’s goods when they are actually getting 4°s? and in

# McLean v. Fleming, 96 U.S, 245, 24 L. Ed. 828 (1877); Sperry v. Perci~
val Milling Co., 81 Cal. 252, 22 Pac. 651 (1889); Solis Cigar Co. v. Pozo, 16
Colo. 388, 26 Pac. 556 (1891); Atlas Assur. Co. v. Atlas Ins. Co,, 138 Towa 228,
112 N.W. 232, 114 NW. 609 (1908); Cusimano v. Olive il Importing Co.,
114 La. 312, 38 So. 200 (1905): W. R, Lynn Shoe Co. v. Auburn Lynn Shoe
Co, 100 Me. 461, 62 Atl, 499 (1905) ; Regis v. Jaynes, 185 Mass. 458, 70 N.E.
480 (1904): Liggett etc. Tobacco Co. v. Sam Reid Tobacco Ceo., 104 Mo. 53,
15 S.W. 843 (1891); Miskell v. Prokop, 58 Neb. 628, 79 N.W. 552 (1899);
Ball v. Broadway Bazaar, 194 N.Y. 429, 87 N.E. 674 (1909); O.K. Bus & Bag-
gage Co. v. O K. Transfer & Storage Co., 63 Okla. 311, 165 Pac, 136 (1917);
B.V.D. Co. v. Kaufman & Baer Co, 272 Pa. 240, 116 Atl. 508 (1922); Robinson
v. Storm, 103 Tenn. 40, 52 S.W. 880 (1899); Rosenburg v. Fremont Undertaking
Co., 63 Wash, 52, 114 Pac. 886 (1911).

% Standard Qi! Cloth Co. v. Trenton Oil Cloth, ete, Co, 71 N.J.Eq. 555,
63 Atl. 846 (Ch. 1906), where the court said, at page 559, “The evidence here
is that the ¢lass of buyers of the goods on which complainant’s label is stamped
is largely made up of uneducated foreigners living on the east side of New York
City, and among this class the defendant’s label might, in the hands of interested
or unsctupulous retailers, be made an instrument of deception, the purchaser
having no opportunity of seeing the two stamps side by side.”

MFederal Secutities Co. v. Federal Securities Corp., 276 Pac. 1100 (Ore.
1929).

¥ The “passing off” theory is almost umiversally applied Knickerbocker
Chocolate Co. v. Griffing, 144 Fed. 316 (1906); Hygeia Distilled Water Co.
v. Consolidated Ice Co., 144 Fed. 139 (1906) ; Middletown Trust Co. v. Middle-
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view of the cases granting relief where there is no actual com-
petition, and no possibility of a passing off of goods,* it cannot
be matisfactory. Second, it very often makes the degree of simi-
larity the deciding factor in determining the probability of
deception, an abstract question at best. By what mental pro-
cesses was it found that Ooticlene was sufficiently similar to
Chefolene to warrant an injunction,” but that Hewoline was
not objectionably similar to Valvoline#® Or that Kiddie-Koop
and Kumfy-Crib were deceivingly alike,®® but that Boyshform
and Modishform were not?® For this test to be patisfactory, we
must agsume that the court is supplied with intimate details of
all the facts, including the eircumstances under which the goods
are sold and the type of purchaser, and that the court iz also
completely informed of the probability of deception on the basis

town Nat'l. Bank, 110 Conn, 13, 147 Agl, 22 (1929); Saunders System Atlanta
Co. v. Drive It Yourseli Co. of Georgia, 158 Ga. 1, 123 S.E. 132 (1924) ; Hartz-
ler v. Goshen Churn & Ladder Co., 55 Ind. App. 455, 104 N.E, 34 (1914):
Sartor v. Schaden, 125 Iowa 696, 101 N.W. 511 (1904) ; Samuels v. Spitzer, 177
Mass. 226, 538 N.E. 693 (1900); Weisman v. Kuschewski, 243 Mich, 223, 219
N.W. 937 (1928); Johnson v, Seabury, 69 N.J.Eq, 695, 61 Atl. 5 (Ch. 1905);
Munro v. Tousey, 12¢ N.Y, 38, 29 N.E. 9 (1891).

®Vogue Co, v. Thompson-Hudson Co., 300 Fed. 509, (C.C.A. 6th, 1924);
Yale Electric Co. v. Robertson, 26 Fed, (2d) 973 (C.C.A. 24, 1928) ; American
Philatelic Society v. Claibourne, 3 Cal. (2d) 689, 46 Pac. (2d) 135 (1935).

" N. K. Fairbanks Co. v. Ogden Packing and Provision Co., 220 Fed, 1002
(1914).

# Valvoline Oil Co. v. Havoline Oil Co., 211 Fed. 189 (1913).

* Trimble v. Woodstock Mfg. Co, 297 Fed 524 (1923), of’d. 297 Fed.
529 (1924).

* Boyshform Brassiere Co. v. Modishform Brassiere Co., 199 N.Y.Supp. 135,
205 App. Div. 14 (1923),

See also Celotex Co. v. Bronston Bros. & Co., 49 Fed. (2d) 1048 (1931),
noted in (1932) 27 Iir. L. Rev. 228; Celotex Co. v. Chicago Panel Stone Co,
49 Fed. (24} 1051 (1931); Celotex Co, v. Millington, 45 Fed., (2d) 1053 (1931),
in which cases “Flametex,” “Opal-Tex” and “Fir-Tex” were held confusingly
similar fo “Celotex” on wall boards.

Some cases, of course, take a liberal view toward the problem of similarity,
but the effect is really to apply a different test, that of justification, which will
be later developed. See Guggenheim v. Cantrell & Cochrane, Ltd, 56 App.
D.C. 100, 10 Fed. (2d) 895, 896 (1926).
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of the psychological effect of two trade-names, on those pur-
chasers. Otherwige, it cannot be said to be drawing the line
between confusing similarity and fair competition, with full
justice to the parties. Yet to ask this of our courts would be to
place them at the mercy of another expert witness—the psycho-
logist.

Purther, the continued application of this test has the effect
of eclipsing the bagic idea of fraud, and good conscience, and of
placing entirely too much emphasis on the rather abstract and
evanescent problem of similarity, witk correspondingly unsatis-
factory results. The court’s findings, on this basis, are more
likely to be of opinion than fact, which latter they purport to be,

The test which has been most often applied with resulis
which satisfy one’s sense of reason as well ag of justice, is that
which is hased on the excuse for the similarity, or even identity
—requiring a justification by the defendant. Under this test,
for example, competition is not unfair where there wag little
choice in selecting the allegedly fraudulent feature, but is dis-
favored where there was a wide variety of possibilities, and the
newcomer chose that which was similar to the established name
or mark.* This theory has not been employed as though it were
a rule, but has grown up from a desire to do away with the too
intricate reasoning connected with the determination of simi-
larity. In Guggenheim v. Cantrell & Cochrane, Ltd. * it was
said,

“In this court, it has been repeatedly declared that
there is neither legal nor moral excuse for even an approx-
imate simulation of a well-known mark applied to goods
of the same descriptive properties, and that when an at-

“ Lapointe Machine Tool Co. v. J. N. Lapointe Co, 115 Me. 472, 99 Atl
348 (1916) ; Baker v. Slack, 130 Fed. 514, 65 C.C.A. 138 (C.C.A. 7th, 1904);
Hildreth v. McDonald Co., 164 Mass. 16, 41 N.E. 56 {1895); W. R. Lynn Shoe
Co. v. Auvburn-Lynn Shoe Co., 100 Me. 461, 62 Atl 499 (1903).

56 App. D.C. 100, 10 Fed. (2d) 895 (1926).
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tempt to effect snch simunlation becomes apparent, the two
marks should not mwm with a microscope to detect
minute differences, but on the contrary, should be viewed
as 8 whole as the general public would view them; in other
wordg, that the points of similarity are of greater impor-
tance than the points of difference,”* )

And in the case of Lapointe Machine Tool QOo. v. J. N. Lapointe
Co.,* the court said,

“It must not be overlooked that in the manufacture of
a machine the maker is limited as to general form and de-
sign by the very nature of the article itself. It must be
adapted to a particular kind of work, and hence must nec-
esgarily assume the form calculated to perform that work
best. No intention to imitate should be inferred therefrom.
It is quite different from the wide option left open to the
manufacturer of commodities which are designated by
labels, or wrappers, or form of package. Here, there is no
excuse for imitation, as in packages of chocolate,® or velvet
candy,® or shoes.”*”

Again, in Florence Mfg. Oo. v. J. C. Dowd & Co.*® the court
emphasized the view that,

“Lt is 8o easy for the honest business man, who wishes
to nell his goods wpon their merits, to select from the entire

"1d. at p 895, citing Kaut-Reith Shoe Co. v. Internationzl Shoe Co., 45
App. DE, 545 (1917); O. & W. Thum Co. v. Dickinson, 46 Agp. D.C. 306
(1917) ; Thomas Mfg. Co. v. Aeolian Co, 47 App, D.C. 376 (1918); Walthe
v, Shafer, 42 App. D C. 254, 263 Fed. 650 (1920) ; Coca-Cola Co. v. Chero-Cola
GCo, 51 App. D.C, 27, 273 Fed. 755 (1921).

115 Me. 472, 99 Atl. 348 (1916).

* Citing Baker v. Slack, 130 Fed. 514, 65 C.C.A. 1388 (C.C.A. 7th, 1904).

® Citing Hildreth v. McDonald Co., 164 Mass. 16, 41 N.E. 56 (1895).

¥ Citing W. R. Lynn Shoe Co. v. Auburn-Lynn Shoe Co, 100 Me, 461, 62
Atl 499 (1905).

%178 Fed 73, at 73 {C.C.A. 2d, 1910).
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material universe, which is before him, symbols, marks and
coverings which by no possibility can caunse confusion be-
tween his goods and those of his competitors, that the
courts look with suspicion upon one who, in dressing the
goods for the market, approaches so near to his successtul
rival that the public may fail to distinguish between them,”

The main advantage of this test is that it draws the line
between fair competition and unfair competition at a point
where there is much more of a spread between dissimilarity
and identity. Under the present test, the line is drawn at
a point close to identity, where differences are hard to class-
ify.®® Further, the suggested test is in closer harmony with the
basic theory of the action, and looks to the fraud, as evidenced
by the defendant’s conduct, rather than to the psychology of
the public mind. In almost any case of thig kind, there is little
doubt that the real purpose of the defendant was to identify his
product with a name as similar to the established one as the
existing law wonld allow. Are the courts to indulge in gaunging
the saccess or failure of such efforts? The intention is fraudun-
lent in both cases, and property rights are involved. It wonld
seem that such purpose can be thwarted effectively if the atti-
tude of our courts be to discourage the practice of imitating dis-
tinctive names. Given a degree of similarity sufficient to raise
doubts as to the defendant’s motives, the test set out above
places it on him to justify his selection. And the defendant is in
a hetter position to explain the choice than the complainant is
to prove fraudulent intent.**

® Witness the results in the Howoline, Cotiolene, Kwmfy-Krib and Boysh-
form cases, swpre, notes 27, 28, 29 and 0.

“For varying views of the justification doctrine, See Green, The Toris
Restatement, 20 TuL. L Rev. 582 (1935); Holmes, Privilege, Malice and Intent,
8 Harv. L. Rev. 1 (1894) ; Winfield, The Foundation of Liability in Tort, 27
Cor L. Rev 1 (1927).

Dean Green has referred to the justification dectrine as “an emerging omwibus
doctrine for giving protection against any intended hurt to another’s interests
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Further, the test allows a broader base upon which the
courts can grant protection not only of existing good will, but
also of the “probable expectancies” which may grow out of that
good will. The statement of Vice-Chancellor Stevenson, in
Jersey City Printing Co. v. Cassidy® is revealing of this view.
He pointed out in that case that,

“A large part of what is most valuable in modern life
seems to depend more or less directly mpon ‘probable ex-
pectancies’. When they fail, civilization as at present organ-
ized may go down. As social and industrial life develops
and grows more complex, these ‘probable expectancies’ are
bound to increase. It would seem to be inevitable that
courts of law, as our system of jurisprudence is evolved to
meet the growing wants of an increasingly complex social
order, will discover, define, and protect from undue inter-
ference more of these ‘probable expectancies’”*

It becomes appropriate, then, to examine the effect of the
application of this test to the various types of situations usually
encountered, For this purpose, the technical trade-mark will
not be distingnished from the trade name, since they are funda-
mentally the same, the essential difference being merely in the
form of the action.*®

without adequate justification.” Suprs, at 584,

Mr. Justice Holmes referred to the theory with approval in Aikens v. Wis-
consin, 195 .S, 194, 25 Sup, Ct. 3, 49 LEd 154 (1904) : “It has been con-
sidered that prima facée, the intentional infliction of tempotral damage is a cause
of action, which, as a matter of substantive law, whatever may be the form of
pleading, requires a justification if the defendant is to escape”

“63 N.J.Eq 759, 53 Atl. 230 (Ch. 1912).

A1d. at p. 761. In this connection see ¥ale Electric Co. v, Robertson, 26
Fed. (2d) 972 (C.C.A. 24, 1928), where the defendant was enjoined from using
the name “Yale” on its flashlights, although plaintiff used that name on hard-
ware, especially upon locks and keys, but not on electric flashlights and batteries,

See also Wall v. Rolls-Royce of America, Inc, 4 Fed. (2d) 333, (C.C.A.
3d, 1925).

®Handler & Pickett, Trode-Maerks and Trode Names (1930), 30 Cor, L,
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In gome of the older cases, the statemeni was often broadly
made that a man hag a right to the use of his own name.** The
effect of this rule was, in cases involving personal names, to
weigh the respective rights of the complainant and the defend-
ant in an attempt to protect the former’s good will without
unjustly restricting the latter. The injunctions, consequently,
forbade the defendant from wusing his own name, unless in so
doing he accompanied it with some explanatory statement which
would enable the public accurately to identify the two prod-
ucts.®® Three reasons have been stated as moving the courts to
this limitation of the restraint upon a man’s use of his own
name—firgt, that the right of one to use his own name in con-

Rev, 168, at p. 200, “ . . . in the main the trade name cases tend to approxi-
mate the trade-mark decisions and . . . the supposedly sharp line of demarca-
tion is being obliterated.”

Pitney, J., in Hanover Star Milling Co, v. Metcalf, 240 T.S, 403, at 413,
36 Sup. Ct. 357, at 360, 60 L. Ed. 713 (1916), said, “This essential element is
the same in trade-mark cases as in cases of unfair competition unaccompanied
with trade-mark infringement. In fact, the common law of trademarks is but
part of the broader law of unfair competition. Elgin National Watch Co. v.
Hiinois Watch Case Co,, 179 U.S. 665, 674, 21 Sup. Ct. 270, 45 L.Ed. 365 (1901);
G. & C. Merriam Co. v. Saalfield, 198 Fed, 369, 372 (C.C.A. 1912); Cohen v.
Nagle, 190 Mass. 4, 8, 15, 76 N.E. 276, 2 L.R.A. (N.5.) 964, 5 Am, Cas. 553,
555, 558

Consult also Nrus, Unrarr CoMpETITION AND TRADEMARES (3d Ed. 1929}
p. 523; Horrins, TRADEMABRKS, TRADENAMES AND Unram ComrPETITION (4th
Ed. 1924) p. 12; Rogers, Protection of Industrial Property (1929), 27 Mica. L.
Rev. 491, 497; Glenn, Pre-Emption in Connection with Unfair Trade (1919), 19
Cov. 1. Rev. 29, 32; Grismore, Fraudulent Intent in Trode Mark Cases (1929),
27 Micr. L. Rev, 857. Cf. Molengraaff, Nature of the Trade-Maork (1920}, 29
Yacre L, J. 303.

““It is now settled beyond comtroversy that a family surname is incapable
of exclusive appropriation in trade. The right of every man to use his own name
in his business was declared in the law before the modern doctrine of unfair trade
competition had arisen.”” Stix, Baer & Fuller Dry Goods Co. v. American Piano
Co., 211 Fed. 271, at 274 (C.C.A. 8th, 1913).

* Turton v. Turton, 42 Ch. Div. 128 (1889) ; Howe Scale Co. v. Wyckoff,
Seamans & Benedict, 198 1.8, 118, 25 Sup. Ct. 609, 49 L. Ed. 972 (1905) ; Hilton
v. Hilton, 89 N.J.Eq. 182, 104 Afl. 375 (E.&A. 1918), 89 N.J.Eq. 472, 106 Atl
139 (Ch. 1919), aff'd, %0 N.J.Eq. 564, 107 Atl. 263 (E.&A. 1919).
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ducting a business is part of the “natural and inalienable rights
guaranteed by the very first clause of our constitution without
which the right to acquire, possess and protect property would
be of little worth” ; second, that it is in the public interest for
all citizens to be free to pursne an activity for which they have
been trained or are familiar, or to which they are adapted; and
third, that the remedy by injunction is a protective remedy in-
tended to protect the complainant in his property rights, and
not to be regarded as a punitive remedy to punish the defendant
for his own wrong.4®

This view, however, was not followed in Hat Corporation
of America v. D. L. Davis Corp.,*” where, in a forceful dictum,
the court said that it would enjoin the defendant entirely from
the nge of the name “Dobbs” even if it were his own name, for
the very good reason that a purchaser, “who has known of one
Dobbs only, suddenly confronted with the suggestion that there
are in existence varieties of the species, is not informed which
Dobbs is ‘his’ Dobbs”. This was essentially the view adopted by
the New Jersey court at the trial of the famous Hilton case,
although the decree was modified on appeal to allow ithe defend-
ant the use of the rame “Hilton”.*® But, on the later hearing,
for contempt, the vice-chancellor pointed out his reason for the
broad injunction originally granfed, fhat he did not believe the
name “Hilton,” under the circnmstances, could be used without
confusing customers, even when accompanied by explanatory
statements, and that a broad injunction would not place the
burden on the defendant, on pain of an adjudication in con-
tempt, to guess what use of the name would not be violative of

* Hilton v. Hilton, 80 N.J.Eq. 182, 104 Ad. 375 (E.&A. 1918).

“4 Fed. Supp. 613 (D.C. Conn. 1933). Defendant secured a license to use
the name of one Wm. H. Dobhs, who was in no way engaged in the hat business,
merely to trade on the good will of the “Dobbs” name as built up by the plaintiff
and its predecessors,

“ Hilton v. Hilton, 89 N.J.Eq. 182, 104 At 375 (E.&A. 1918).
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the decree.*®

The apparent inconsistency, then, between the older cases,
and the view expressed in the Dobbs dictum, does not exist, the
difference being not in principle, but on fact—the faet of fraund.
Thus the older cases held it was not fraud to use one’s name if
accompanied by explanatory phrases. In the Dobbs case, it was
apparent that any use of the name would cawvse confusion, for
the reason given, so as to constitute fraud, and was enjoined.
The change, then, was not one of the law, but one in the con-
cept of fraud—of what acts are deemed unconscionable, and it
is apparent that such change must be capable of being easily
made, as the occasion demands. Further, the abandonment of
the limited injunction in these cases is in harmony with the
justification theory, the effect of which is to tolerate a lesser
degree of similarity. Thus the name “Percy Merton, Inc., Not
connected with Charles 8. Merton & Co.,” is deceivingly like
“Charles 8. Merton & Co.,” for the reason urged in the Dobbs
case, that a purchager is not informed whick of the two stores
is the one with which he has been accustomed to do business.
To require a stronger explanatory statement might be unfair
to the defendant, since its effect might be even to drive away
his own customers. If that is the case, the practical result is the
same as that enunciated in the Dobbs decision, for if the defend-
ant uses his own name in the manner allowed by the court, i.e,
with some explanatory statement, he runs the risk of damaging
his own good will, and consequently will not use the name at
all, but will adopt another.

If we are to require dissimilarity, rather than allow a de-
gree of similarity, the newcomer ought to be enjoined entirely
from the use of his name in connection with a competing busi-

“ Hilton v. Hilton, 89 N.J.Eq. 472, 106 Atl, 139 (Ch, 1919), ef’d, 9% N.J.Eq.
564, 107 Atl, 263 (E.&A. 1919).

*Chas. S, Merton & Co. v. Percy Merten, Inc, 103 N.J.Eq. 380, 143 Atl,
515 (Ch. 1928}, The court, however, allowed the use of the name, with the dis-
tinguishing phrase quoted above.






