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The Canadian Trade-marks Act
 has not seen substantial amendments since its enactment in 1953. The Act is administered by the Canadian Intellectual Property Office (CIPO), a department that has suffered recently due to lack of fiscal resources. With recent improvements to the operation of the Office, attention is now being directed to major improvements to the Act. The attention is deserved; with the United States recently signing the Madrid Protocol, Canada is looking at becoming a member. This is critical as Canada is the only major industrialized country not party to the Protocol. 
CIPO has recently issued a notice to the profession asking for comments relating to the modernization of the Act. 
 In the Proposal put forth by CIPO, procedural and substantive changes are discussed. Some of the substantial changes include:
· adoption of the Nice Agreement on the Classification of Goods and Services;

· removing the requirement of use prior to registration;

· permitting the filing of applications for certification marks on the basis of proposed use;
· permitting registration of non-traditional trade-marks.

Not included in the Proposal is the ability to protect a mark from dilution, a concept adopted by our neighbours to the south. The scope of protection currently afforded to owners of famous marks is the subject of two appeals to be heard this fall before the Supreme Court of Canada. The remainder of this paper will focus on the controversy regarding the protection of famous marks in Canada.

Legislative Provisions

In Canada, there are no special provisions for the protection of famous marks. When we compare the protection in the U.S. for famous marks, the Canadian legislation appears lacking.

Owners of famous marks have two options with regard to the protection of their marks. The first is to argue that the use of a mark by another in association with goods or services having no connection to those of the owner’s is likely to cause confusion. This can be done by way of commencing an opposition if an application is filed to register the confusingly similar mark.
 Further, an action for infringement is available if the owner of the famous mark has a trade-mark registration.
 Finally, the owner has the ability to file a claim of unfair competition, at both common law and pursuant to the Act.

The second option is to file a claim pursuant section 22 of the Act. This section prohibits the use of another’s registered trade-mark in a manner that is likely to have the effect of depreciating the value of the mark’s goodwill. There need not be a finding of confusion.
 Rather, it is a reduction in the esteem in which the goods or services are held through the direct persuasion or enticing of customers who would otherwise be expected to buy or continue to buy goods bearing the mark.
 It is a narrow remedy as the defendant must be using the plaintiff’s mark, which, in most cases arises in issues of comparative advertising.
 

In the late 1960s, the Exchequer Court (predecessor to our Federal Court) in Clairol
 addressed the meaning of the phrase “depreciating the value of the goodwill”. The plaintiff’s mark was found on the defendant’s box of hair colouring. The court found that the defendant was attempting to persuade the plaintiff’s customer that they would get the same result using the defendant’s product. In other words, it was for the express purpose of taking away the customer, resulting in a depreciation of the value of the goodwill. 

Another classic example of how section 22 applies relates to a quintessential Canadian case
, where our former Prime Minster of Canada was the target of a spoof, with a mocked up Perrier bottle of sparkling water sold under the name “Pierre Eh”. The Court found this use to harm the plaintiff as it impaired its business integrity and caused injury to its goodwill. 

In a more recent decision,
 the court found that there was no depreciation of the value of the goodwill where the parties were not competing. The plaintiff’s broadcasting business was held to be distinct from the defendant’s web casting services. Nor was there any evidence establishing a gain in the business at the plaintiff’s expense. Further, there was no evidence that suggested that the plaintiff’s business reputation suffered.
In another recent decision, The Federal Court
 found that the public, when seeing the defendant’s mark, would make a connection with the plaintiff’s wares. However, a mere connection would not reduce the esteem in which consumers associated with the plaintiff’s marks. 

The depreciation of the value of the goodwill attached to a trade-mark is a somewhat intangible concept that can be at times hard to prove. Some elements of proof must be presented to the Court to show that there is, indeed, at least a likelihood that a negative impression would be left in the mind of the consumer, and what the negative impression would be, or else, some elements of proof must be presented showing there is a likelihood of direct persuasion and enticing of customers who could otherwise be expected to buy or continue to buy goods bearing the trade-mark.

With that background, we can compare our legislation to that of our neighbour to the south. 

In the U.S., owners of famous marks may claim dilution where an unauthorized person adopts the famous mark for goods or services completely unrelated to those of the trade-mark owner. The federal Trademark Dilution Act
, for example, protects a famous trade-mark against the commercial use of identical or similar mark that dilute its distinctive quality, regardless of whether there is any competition between the parties or likelihood of confusion or deception.

The U.S. Act defines dilution as “the lessening of the capacity of a famous mark to identify and distinguish good or services”, either through tarnishment or blurring. The former occurs when the mark is used in association with goods that are of poor quality or the mark is used in an unwholesome manner, which degrades the mark’s distinctive quality. Blurring, on the other hand, occurs when the selling power and value of a famous mark is compromised through the unauthorized use of the mark.

In assessing whether the owner’s mark is worthy of protection from dilution, the Act prescribes a set of eight factors, 
 not unlike those found in the Canadian Trade-marks Act when assessing a claim of confusion.

From this brief review, one can see that an action under section 22 of the Canadian Act for depreciating the value of the goodwill is no replacement for a claim of dilution. One other significant element that distinguishes our legislation from that of the U.S. is that in an opposition, the opponent cannot rely upon section 22. Thus, in opposing an application to register a mark confusingly similar to that of the opponent’s for goods or services that bear no relation to those of the opponent, the Registrar of Trade-marks can only consider the element of confusion, and not depreciating the value of the goodwill. This distinction becomes important when we consider the two cases to be heard by the Supreme Court of Canada this fall. Before reviewing these appeals, however, we shall review the decision that essentially started the controversy in Canada regarding the protection of famous marks. It involves a famous cat.
Pink Panther

The Pink Panther decision
 is relied upon in both appeals before the Supreme Court of Canada for its discussion of the scope of protection for famous marks in Canada. An examination of this decision is helpful in understanding the current disputes before our highest court.
The appellant, Pink Panther Beauty Corporation, had applied to register the trade-mark PINK PANTHER for use in association with hair care and beauty product supplies and in the operation of a business dealing in their distribution and instructing and educating others in their distribution. United Artists, the respondent, opposed the application on the basis that the proposed mark was likely to cause confusion with the trade-mark THE PINK PANTHER and other related marks registered for use in association with its entertainment services. The Registrar of Trade-marks found there to be no likelihood of confusion due to the disparate nature of the parties’ respective goods and services. The opponent felt so confident in the opposition proceeding, it did not file any evidence as to the reputation or fame of its mark. 

But this failure to file evidence is of no consequence in Canada as an appeal of the decision to the Federal Court of Canada is available, and is treated as a trial de novo. And that is exactly what happened. New evidence was filed which led the Court to conclude that the opponent’s mark was famous and therefore worthy of a wide ambit of protection. Given its fame, the differences in the nature of the wares and trade of the parties were found to be less significant than they might otherwise have been when determining the issue of confusion. Accordingly, the Trial Division overturned the Registrar’s decision.

The applicant appealed that decision to the Federal Court of Appeal, which rendered a split decision. The majority opinion, written by Linden, J.A., emphasized the limitation of property rights, and the balancing between public vs. private rights. In it he wrote:
…the Act makes clear that what is being protected is not the exclusive right to any mark that a person might think of, but the exclusive right to use it in association with certain products or services. Where there is no use of the mark, or where the consumer is unable to rely on the mark to distinguish one person’s products or services from another person’s products or services, then no protection is warranted.

In assessing the issue of confusion, the Act
 directs the Court to consider five enumerated factors, and all surrounding circumstances. Although fame per se is not specifically enumerated, the mark’s distinctiveness and the extent to which it has become known are considered. The length of time that the mark has been used is also an important factor. Having to consider the factual elements of the marks at issue, the Court or Registrar is given latitude in determining the weight given to each factor.  The issue in this case turned on the extent to which fame of the mark affects the other factors. In the case of famous marks, the court held that mere fact that the opponent’s mark is found to be famous cannot trump all other factors. The majority opinion stated:

The wide scope of protection afforded by the fame of the appellant’s mark only becomes relevant when applying it to a connection between the applicant’s and the opponent’s trade and services. No matter how famous a mark is, it cannot be used to create a connection that does not exist.

The majority also concluded that a likelihood of confusion would exist only where there was a finding of a connection or similarity in the goods and services of the parties. 

Where no such connection is established, it is very difficult to justify the extension of property rights into areas of commerce that do not remotely affect the trade-mark holder. Only in exceptional circumstances, if ever, should this be the case.


Thus, the trial judge was found to err in the way these factors were weighed. In view of the gaping divergence between the parties’ respective wares and trade, no likelihood of confusion was found to exist.

The minority opinion, written by McDonald J.A., agreed with the lower court’s assessment, and held that sufficient weight was given to the fact that the wares and services were completely disparate. Further, it was appropriate to give the dissimilar nature of the wares less weight when dealing with a mark of such notoriety. In obiter, McDonald J.A. stated that it was because of the fame of the PINK PANTHER mark that the applicant adopted the mark, seeking to profit financially from the goodwill associated with the opponent’s mark. To conclude otherwise, he wrote, would tip the balance in favour of the copycat artist seeking to gain financially from another’s goodwill.

The difficulty some have with the majority’s opinion is the pronouncement that there must be a connection or similarity between the parties’ wares and trade. It ignores Parliament’s intent as expressed in section 6(2)
. That section provides that confusion can arise even if the wares or services of the respective parties are not of the same general class. The minority opinion aptly challenged this principle, citing two cases where confusion was found in relation to a famous mark where no connection in the wares or trade was established.
 The first decision cited by McDonald J. is, with respect, not analogous. In Carson v. Reynolds
 an application for the trade-mark HERE’S JOHNNY for portable toilets was refused, not because the mark was confusing with the entertainment services, specifically The Tonight Show, but rather as a result of a section in the Act that prohibits the adoption of a mark that falsely suggests a connection with any living individual. The court did, however, find a significant number of people in Canada would make the connection between the mark and the individual. It was on that basis that the application was refused.
The second decision
 cited in the minority opinion was more appropriate to the case at bar than the Carson decision. The marks 007, 007 PIZZA & SUBS and Design and 007 SUBMARINE and Design for restaurant services were held unregistrable as they were likely to cause confusion with the famous mark 007 associated with the fictional character, James Bond made famous by the series of movies. Despite the disparity between the services, the court held that the fame of the mark 007 resulted in less emphasis on the disparity between the services. In other words, the lack of connection was not a bar to the protection of this famous mark.
The Pink Panther decision is also important for comments, although made in obiter, highlight the crux of the issue: the distinction between confusion and dilution. In the majority opinion, the court wrote that use of the word mark PINK PANTHER, alone, without other indicia was permissible; it would have been another issue altogether, the court noted, if the packaging contained other indicia, such as a drawing of a cartoon pink cat, or was advertised with music reminiscent of the movie theme. The minority, however, disagreed, noting that the distinction between the words and images is arbitrary. Indeed, use of the words, the minority wrote, would conjure up images of the famous cartoon drawing. The result, “can only be viewed as a warning to the creators of these names and the associated images to beware, as the balance between trade-mark protection and the free market has been tipped in favour of the infringer”
. These comments are interesting in that they raise the issue of dilution rather than confusion.
With that background, we now turn to the two appeals before the Supreme Court of Canada. The first deals with a famous champagne; the second, a famous doll.

Clicquot

The plaintiff, Veuve Clicquot Ponsardin, has been in the business of making champagne in France since 1772, and selling its product in Canada for over one hundred years. Its earliest trade-mark registration in Canada dates back to 1909; most of the registrations feature the surname CLICQUOT. The defendant, a relative newcomer, operated a business retailing women’s clothing carrying on business in Ontario and Quebec under the names LES BOUTIQUES CLIQUOT and CLIQUOT. A co-defendant was able to obtain registration of its mark CLIQUOT (and others) in 1997 for use in association with its retail clothing operation. The defendant did not sell its goods under the label CLIQUOT. Upon learning of the defendant’s activities some time after they began, an action was filed for trade-mark infringement, passing-off, and depreciation of the value of the mark’s goodwill under section 22 of the Act.
The plaintiff was able to establish that its goods were in the luxury field and that the mark was famous as it related to champagne. It argued that in light of the brand extension theory, its famous mark is capable of being extended to other associated products such as clothing. In that regard, in promoting its champagne, it advertised in women’s fashion magazines and sponsored fashion designer competitions. It also made available some clothing articles, such as scarves, but only on a promotional basis. Evidence was provided that established sales of such clothing but not in Canada. (A recent visit to the brand’s website shows that robes, ties and scarves are available for sale, conceivably in Canada.)

In the action for trade-mark infringement, the Court assessed the likelihood of confusion with a review of the factors set out in section 6(5) of the Act. As in the Pink Panther decision, the connectedness between the wares and services as well as the trade of the parties was the key issue. The plaintiff argued that there was indeed a connection between its activities and the world of fashion, that connection being a bridge between those two spheres. The court disagreed, finding that the advertising in women’s magazines did not establish a bridge or connection. Further, the sale of the clothing as promotional items did not establish that connection, as it was promotion and nothing more.

With regard to the brand extension theory, the possibility of the plaintiff expanding its goods beyond champagne was not reflected in any strategic marketing plans. Without concrete plans, the theory was merely a theory which failed to persuade the court. The key factor in rejecting the claim of infringement was the significant difference between the wares and services of the parties and their lack of connection. The court affirmed the principle in Pink Panther, “where no such connection exists a finding of confusion will be rare”.

The action for passing off
 was quickly dismissed by the trial judge as the plaintiff failed to evidence any goodwill in the women’s fashion industry, concluding that there was no connection between the parties’ respective wares and trade.

Finally, the plaintiff alleged a breach of section 22 of the Act, wherein use the plaintiff’s registered mark was likely to have the effect of depreciating the value of the mark’s goodwill. The plaintiff failed to establish its claim for two important reasons. First, the defendant was not using the plaintiff’s mark. Secondly, the court required a finding that the consumer make a connection between the parties. 

Although confusion is not the test laid down in s. 22, I consider that it is still necessary for there to be an association between the two marks. In other words, a consumer has to be able to make a connection between the parties in order for there to be depreciation of the goodwill attaching to the trade-mark.

Unsatisfied with its failed claims, Veuve Clicquot appealed the decision. In reasons delivered from the bench, the court held that the trial judge correctly applied the rule set out in Pink Panther, noting that the link or connection in that case “is not any link whatever, but one based on which a conclusion can be drawn that there was a risk of confusion”.
The appeal court also rejected the argument that the trial judge failed to take into consideration section 6(2) of the Act, wherein confusion could exist whether or not the wares or services were in the same class.

Again, unsatisfied with these reasons, Veuve Clicquot sought and was given leave to appeal to the Supreme Court of Canada. As indicated earlier, the appeal is scheduled to be heard this fall. Leave was also granted for another famous mark case, and the hearings will be held concurrently. It involves a famous doll and a Montreal restaurant.
Barbie
 
A Montreal restaurateur applied to register the design mark shown below in association with restaurant services that had been provided in Montreal since 1992. 
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Mattel, the popular toy manufacturer, opposed the application on the basis of that this design mark was likely to cause confusion with the Opponent’s mark BARBIE made famous by the longstanding popularity of its dolls. The Registrar rejected the opposition, finding no likelihood of confusion. Although the mark BARBIE was well-known, if not famous, it was with respect to toys, not restaurants.
On appeal to the Federal Court Trial Division, Mattel filed a survey that it hoped would establish the likelihood of confusion. The survey was found to be flawed, and was therefore disregarded. The survey had impressive statistics: of the participants, 57% found Barbie dolls came to mind when they saw the above logo; 36% believed that the company that manufactured the dolls had something to do with the above logo; and virtually all participants (99.3%) were familiar with Barbie dolls.
  
What in effect Mattel was seeking was protection from dilution, not confusion. Simply because the Barbie doll came to the participant’s mind did not, in and of itself, justify a conclusion that the public would be confused. The Court rejected the survey for that very reason. The survey was flawed, as the logo was shown in isolation, and not in connection with the restaurant services. “The fact that the respondent’s restaurants are restaurants for adults (adult décor, bar section, sale of wine and various alcoholic beverages, late business hours, etc.) is essential information which absolutely should have been revealed to those who participated in the survey in order for the result of this survey to have any merit of any kind.”

Accordingly, the court identified the relevant question, as follows:

The question is not whether there is, in the abstract, a reasonable likelihood of confusion between the proposed mark and the existing mark, but whether there is a reasonable likelihood that the mark proposed by the applicant will prompt consumers to think that the wares in association with which the mark will be used come from the same source as those covered by the opponent’s mark or that they are otherwise associated with the latter’s wares.

The court concluded that it would be difficult to imagine a purchaser attending the applicant’s restaurant and intending to buy dolls.
 With respect, the conclusion is correct but is a bit simplistic; it ignores the possibility of licensing. Nevertheless, the application was allowed as the opponent was unable to establish any likelihood of confusion. 

Mattel appealed this decision to the Federal Court of Appeal. Because the appellant court
 rendered reasons from the bench that simply rejected Mattel’s plea that the lower court erred in treating the survey as it did, it is difficult to provide any detailed analysis. From this and the Clicquot appeal, we hope that the Supreme Court directs its attention to the following issues.
First, is it correct that there need be a connection between the respective parties’ wares or services? It is evident that the jurisprudence is not consistent in this regard. Further, the principle ignores a critical section of the Act wherein no connection is needed. Should the Supreme Court hold that there need not be a factual connection in determining the likelihood of confusion, owners of famous marks will have available to them the ability to challenge the adoption of a confusingly similar mark, thus giving them the illusion of broader rights. It is an illusion, as the owner will always face the challenge of convincing the decision maker that its private rights supercede those of a third party. That challenge is justified; trade-mark rights have always been limited to the owner’s field of commerce. To go beyond that limitation, the owner must turn to the rights available under section 22 of the Act.
In both the Clicquot and Barbie appeals, the appellants are attempting, in effect, to secure a monopoly on the words irrespective of the nature of the other party’s wares or services. In those appeals, as well as the Pink Panther decision, the appellants are actually concerned about the diluting effects from the respondents’ use of their marks. Of course, when we hear the words BARBIE or PINK PANTHER, our minds cannot help but think of the popular dolls or films. We can even hear the familiar musical theme. But simply because we do so, the court cannot, under our current legislation, conclude that the public is likely to be confused as to the source of the goods or services. It is an issue of dilution, not confusion.
With the inability to claim dilution, and the narrow application of a claim pursuant to section 22 of the Act, trade-mark owners in Canada appear to have more limited rights than those in the United States. With CIPO’s attention now placed on substantive amendments to the Canadian Act, it is suggested that we consider adopting an act similar to the U.S. Federal Dilution Act. 
� Trade-marks Act, R.S.C. 1985, c. T-13, as amended.[hereinafter the Act].


� Found at  � HYPERLINK "http://strategis.ic.gc.ca/sc_mrksv/cipo/tm/tma_mod-e.html" ��http://strategis.ic.gc.ca/sc_mrksv/cipo/tm/tma_mod-e.html�.


� See section 38(2) of the Act.


� See sections 19 and 20 of the Act.


� See section 7 of the Act.


� The Act does not require the element of confusion; however, see the discussion regarding this element in the Clicquot decision, infra.


� Clairol International Corp. v. Thomas Supply & Equipment Co. Ltd., [1968] 2 Ex.C.R. 552 [hereinafter “Clairol”]


� Future Shop Ltd. V. A&B Sound Ltd. (1994), 93 B.C.L.R. (2d) 40 (S.C.); see also Clairol, ibid.





� Supra, note 7.


� Source Perrier (Societe Anonyme) v. Fira-Less Marketing Co. Limited, [1983] 2 F.C. 18 (F.C.T.D.).


� ITV Technologies, Inc. v. WIC Television Ltd., 2005 FCA 96, (F.C.A.), aff’g 2003 FC 1056 (F.C.T.D.). 


� Tommy Hilfiger Licensing Inc.v. Produits de Qualite I.M.D. Inc. 2005FC 10 (F.C.T.D.), 37 C.P.R. (4th) 1.


� Ibid. para. 131.


� The federal Trademark Dilution Act, 15 U.S.C. 1051, was passed by Congress in January 1996. It provides the owner the right to seek an injunction, prevent a defendant from diluting the distinctiveness of a famous trademark, and seek damages if it is demonstrated that: the plaintiff owns the trademark; the defendant is making commercial use of the trademark; the defendant used the trademark after the plaintiff came to own it, and; the defendant’s use of the trademark dilutes the distinctive quality of the plaintiff’s trademark.


� The factors are:


the degree of inherent or acquired distinctiveness of the mark;


the duration and extent of use of the mark in connection with the goods or services with which it is associated;


the duration and extent of advertising and publicity of the mark;


the geographic extent of the trading area in which the mark is used;


the channels of trade for the goods or services with which the mark is used;


the degree of recognition of the mark in the trading areas and channels of trade used by the owner of the mark and the person against whom the injunction is sought;


the nature and extent of use of the same or similar marks by third parties; and


whether the marks was registered on the principal register or under the 1881 or 1905 federal Trademark Act.�


� Pink Panther Beauty Corporation v. United Artists Corporation, [1998] 3 F.C. 534 (F.C.A.). rev’g (1996) 67 C.P.R. (3d) 216 (F.C.T.D.) rev’g (1990), 34 C.P.R. (3d) 135 (T.M. Opp. Td.) [hereinafter Pink Panther].


� Ibid., (F.C.A.). para 19


� Section 6(5) of the Act provides:�In determining whether trade-marks or trade-names are confusing, the court or the Registrar, as the case may be, shall have regard to all the surrounding circumstances including�(a) the inherent distinctiveness of the trade-marks or trade-names and the extent to which they have become known;�(b) the length of time the trade-marks or trade-names have been in use;�(c) the nature of the wares, services or business;


(d) the nature of the trade; and�(e) the degree of resemblance between the trade-marks or trade-names in appearance or sound or in the ideas suggested by them. 


� Pink Panther (F.C.A.), para. 44.


� Ibid., para. 46.


� Section 6(2) of the Act: “The use of a trade-mark causes confusion with another trade-mark if the use of both trade-marks in the same area would be likely to lead to the inference that the wares or services associated with those trade-marks are manufactured, sold, leased, hired, or performed by the same person, whether or not the wares or services are of the same general class.”


� Pink Panther, (F.C.A.) para. 65, 


� [1980] 2 F.C. 685.


� Danjaq, S.A. v. Zervas, (1997) 75 C.P.R. (3d) 295, (F.C.T.D.), rev’g 67 C.P.R. (3d) 247.


� Pink Panther (F.C.A.), para. 72.


� Veuve Clicquot Ponsardin v. Boutiques Cliquot Ltee. , (2003) 28 C.P.R. (4th) 520, 2003 FCT 103 (F.C.T.D.), aff’d (2004) 35 C.P.R. (4th)1, 2004 FCA 164 (F.C.A), [hereinafter Clicquot].


� Ibid, F.C.T.D. para. 78 citing to Pink Panther, F.C.T.D., para 51.


� Section 7 of the Act codifies certain acts of unfair competition, including:�”No person shall:…�(b) direct public attention to his wares, services or business in such a way as to cause or be likely to cause confusion in Canada, at the time he commenced so to direct attention to them, between his wares, services or business and the wares, services or business of another;…�(c) pass off other wares or services as and for those ordered or requested.


� Clicquot., F.C.T.D. para 94.


� Ibid., para 5, citing Pink Panther, paras. 50-55.


� Mattel, Inc. v. 3894207 Canada Inc. et al, (2004) 30 C.P.R.(4th) 456, 2004 FC 361. (F.C.T.D.), aff’d (2005) 38 C.P.R. (4th) 214, 2005 FCA 13, [hereinafter Mattel].


� Ibid., para 10.


� Ibid., para 29.


� Ibid., para 44.


� ibid., para 43.


� Mattel, supra, note 31.
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