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Trademark Protection
for Services and Software

by

Ray K. Harris and Stephen R. Winkelman

The Arizona legislature has amended Arizona

trademark law in several ways important to Arizona

businesses that sell services or software. These

amendments clarify and expand service mark

protection and create a cause of action for “dilu-

tion” of a trademark. This article summarizes these

amendments and identifies factors to consider when
evaluating state or federal trademark registration.

Marks Eligible for Protection

1. Trademarks
A trademark is any word, symbol (logo) or
device! that identifies the source of goods
and distinguishes those goods from
competitors’ goods.2 Trademarks can be
registered under cither federal3 or state#
law—or both.5 Trademarks are protected
under state and federal law without any
registration.® The first person to use a
trademark has the right to prevent use of a
similar mark by a competitor that is likely
to cause confusion in the marketplace.”
Trademark law protects both consumers
(who can rely on trademarks to identify
efficiently the product they want) and
trademark owners (who can prevent piracy
of their investment in reputation).
Trademark protection prevents competi-
tors from misusing the trademark of a
successful product to confuse and divert
customers. The same mark may be used
for different goods if no customer confu-
sion results. For example, the mark Delta
can apply, without confusion, to both
airline services and plumbing goods.?

2. Service Marks
Potentially significant differences previ-
ously existed between federal and state
law with regard to “service marks.” A
service mark is the equivalent of a trade-
mark used in connection with services
rather than goods.10 Federal law
addresses trademarks and service marks in
the same statute, thereby assuring iden-
tical treatment.!1 Arizona did not provide
explicit statutory recognition of service
marks. Consequently, the owner of a
service mark either could try to register
federally,!2 rely on common law rights
(ARS. § 44-1452) or register a “trade-
name” (A.R.S. § 44-1460 et seq.).13 Even
after registration of a tradename,
however, the remedies available were
largely defined by common law.14

The recently enacted amendments to
Arizona trademark law specifically define
a service mark, A.R.S. § 44-1441(a)(6),
and define the word mark to mean any
trademark or service mark. (A.R.S. § 44-
1441(a)(3)). This is a substantial benefit
to Arizona businesses, many of which
provide services rather than goods and
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have been unable to point to specific
statutory authorization for service mark
protection against the use of confusingly
similar marks by competitors.

Choosing State or Federal
Registration

1. Federal Registration Requires Use
in Interstate Commerce

Federal registration is available for trade-
marks used “in commerce.” Commerce
means “all commerce which may lawfully
be regulated by Congress.”15 The neces-
sary “use in commerce” is a constitutional
requirement and a relatively low
threshold. For example, Larry Harman
Pictures Corp.16 involved an appli-
cation for registration by
Bozo’s Pit Barbecue
Restaurant in Mason,
Tennessee, a one-hour
drive from Memphis.
Fifteen percent of
Bozo’s business was
with customers from
other states. The court held
that Bozo’s was involved with
interstate commerce even though

It was not on an interstate

highway or near a state line.

It was not listed in any

travel guide. It was not

listed in any restaurant

guide. It was not advertised

in any out-of-state media. It

had no liquor license,

accepted no credit cards,

and took no reservations.1”

Congress “has broad powers under the

commerce clause.”18 Some local busi-
nesses, however, will not qualify for
federal registration.1?

2. Descriptive Marks Can Be
Federally Registered

There are two federal registers. The
Principal Register is used for trademarks
that are determined to be distinctive.20
After five years of continuous use, filing
an additional affidavit renders the work
incontestable (except on limited
grounds).2!

The Supplemental Register is used for
trademarks that merely describe the
goods or services provided until the mark
acquires secondary meaning.2? Regis-
tration on the Supplemental Register

helps create a presumption of secondary
meaning, warranting registration on the
Principal Register after continuous and
exclusive use of the mark for five years.23
Registration on the Supplemental
Register prevents competitors from
subsequently registering a similar mark on
the Principal Register.24

Arizona has no equivalent to the
Supplemental Register. Merely descrip-
tive marks are simply ineligible for state
registration.25

3. Marks Not in Use Can Be
Federally Protected

Federal law allows an application for regis-
tration to be filed before the mark is actu-
ally “used in commerce.”26
Registration cannot issue,
however, until the
mark is in use.2” The
advantage to regis-
tering under the
intent-to-use provi-
sions is that the
registrant has the right
to preclude subsequent
users from adopting the mark
from the earlier filing date.?8 The intent
to use registration, however, entails addi-
tional fees and additional procedural obli-
gations either to extend the registration
or certify actual use of the mark in
commerce. Failure to comply with the
statutory procedure will result in loss of
the registration rights (but not necessarily

loss of rights to the mark itself).

State law requires use of trademark and
service marks prior to registration.2? Only
corporate names can be reserved for
future use at the state level.30

4. Geographical Priority
Federal registration constitutes con-
structive notice of nationwide use of
the mark.3l A federally registered
trademark, however, may be subject to
the rights of prior users within limited
geographical areas. If an Arizona busi-
ness is the first to use the trademark
(with or without any state registra-
tion), that business would have the
right to continue using the trademark,
even if a competitor subsequently
obtained a federal registration.32
Arizona trademark registration pro-
vides constructive notice that the mark is
claimed in the state. Arizona-wide trade-



mark protection may not arise merely by
filing a state registration.33 Under
Arizona common law, protection for a
mark’s owner “should extend as far as his
business reputation and his goods have
become known.”34

5. Internet Domain Name Protection
As local businesses turn to e-commerce
to expand their markets, once local trade-
marks become national and international
in reach. Similar trademarks can coexist
in the traditional marketplace when they
are used in connection with separate lines
of goods or services. On the Internet,
however, two registrants cannot use
identical domain names. More and more
businesses engaged in electronic
commerce “prefer the customer simply
be able to find a website directly using a
corporate name, trademark or service-
mark.”35 Until December 1, 1999,
Network Solutions, Inc. (NSI) allowed
the owner of a federal trademark (regis-
tered on the principal register) to prevent
another person’s use of a domain name
identical to the registered trademark.
This policy did not recognize common
law (or state law) trademark rights. The
trademark owner was not required to
show infringement or dilution.36

The Uniform Dispute Resolution
Policy adopted by the Internet
Corporation for Assigned Names and
Numbers (ICANN) established an
administrative procedure to prevent the
registration in bad faith of any trademark
or service mark (e.g., to sell it to the
owner or a competitor, to prevent use by
the owner, to disrupt a competitor’s busi-
ness or to divert customers). Use of the
domain name in connection with a bona
fide offering of services or goods before
any notice of the dispute can rebut a claim
of bad faith, as can proof that the regis-
trant has been commonly known by the
domain name. Where both disputants
have trademark rights in the name, the
courts must be invoked to resolve the
dispute. Jurisdiction exists where the
registrar has its principal office or at the
location of the registrant as shown in the
registrar’s database.3”

Federal registration is not as powerful
a weapon as it was under the NSI
policy. Registration of domain names as
trademarks, however, always should be
considered.38
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6. Presumptions Arising From State

Registration
The state of Arizona does not have the
staff or finances to engage in the same
detailed substantive review received by
federal trademark applications. Con-
sequently, there is, and should be, no
presumption that state trademark
registration establishes the existence of
secondary meaning.39 This is the rule in
most states.40

Arizona law provides that a certificate
of registration is admissible as proof of
registration of the mark in any judicial
proceeding. 4l A state or federal certifi-
cate of registration “is prima facie
evidence of the facts stated in the certifi-
cate of registration.”42

7. Trademark Law Precedent
There is a well-established body of case
law interpreting the federal trademark
statute. Only one published opinion cites
the Arizona trademark law.43 The amend-
ments making state law conform to
federal law should facilitate use of federal
case precedents. 44

In the absence of Arizona law, Arizona
courts will follow the Restatement. 42
Thus publication of the RESTATEMENT
(THIRD) OF UNFAIR COMPETITION,
dealing with trademark issues, may
provide considerable assistance in Arizona
trademark cases.

Dilution

1. Federal Law
The Federal Trademark Dilution Act of
199546 protects “famous” marks from
dilution—*“lessening of the capacity of a
famous mark to identify and distinguish
goods and services.” Federal registration
is neither necessary nor sufficient to
determine that a mark is famous. The
owner of a famous mark is limited to
injunctive relief unless willfulness is
shown. Federal registration on the
Principal Register bars a state law dilu-
tion claim based on the registered mark.
There are two types of dilution: tarnish-
ment and blurring.47

Tarnishment occurs when someone
uses a mark with a derogatory or unflat-
tering association. The goodwill of the
mark is damaged as a result. One of the
classic cases in this area is Dallas Cowboys
Cheerleaders, Inc. v. Pussycat Cineman,
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Ltd 48 In that case, the defendant made
explicit reference to the Dallas Cowboys
Cheerleaders and used their uniforms,
which are one of their trademarks, in
making an adult movie. This use of a
well-known mark in association with an
adult movie calls the mark into disre-
pute. Although it is unlikely that
anyone would conclude that the Dallas
Cowboys Cheerleaders sponsored or
approved of this use, it certainly caused
harm to the value of the mark. The
movie was enjoined.4?

Blurring involves the slow whittling
away of a trademark’s uniqueness and
the positive mental image created in
the minds of consuming public by use
with many varied goods and services.
For example, in Augusta National, Inc.
v. Northwestern Mutual Life Ins. Co.,50
the owner of “The Masters” trademark
was able to prevent advertisement of
“The Ladies Masters at Moss Creek
Plantation.” The court found that the
operation of a Ladies Masters golf
tournament within 125 miles of
Augusta National was likely to result in
confusion and to dilute the value of the
Masters trademark. The court recog-
nized that the defendant’s conduct
could cause a loss in the unique
“commercial magnetism” of the
“Masters” mark.

A number of cases have considered
federal diluton claims.5! The Federal
Dilution Act is frequently used in Internet
domain name disputes.52

Exceptions to liability exist for
“comparative commercial adver-
tising,” noncommercial use or news
reporting.>3 At least one case has held
the fact that a mark is “famous” in only
one state “strongly militates against
meriting protection from dilution under
federal law.”54

2. State Law

Dilution is not actionable in the absence
of a statute.> Approximately 26 states
have adopted an antidilution provi-
sion.5% Arizona had no statute regarding
dilution until 1998. The Arizona dilu-
tion provision parallels federal law,
making both blurring and tarnishment
actionable under the Arizona trademark
statute. The same exceptions apply for
comparative advertising, noncommer-
cial use and news reporting.57

Trademark Protection
for Software

1. Protection Under Federal Law
Trademark protection has not always
been successful when asserted in
computer hardware and software
cases.>8 As computer hardware and soft-
ware migrated from the workplace to the
home, many commentators predicted
that trademarks (e.g., IBM, Compaq,
Apple) would take on increasing impor-
tance to unsophisticated consumers.
Competitors are not completely prohib-
ited from using those trademarks.
Competitors must be careful, however,
not to imply sponsorship or affiliation
with the named company and not to
make any representations that are false or
misleading. Manufacturers can “refer to
the trademarks of others in a compara-
tive or compatible sense. For
example, the seller of software trade-
marked BLOTTO is entitled to adver-
tise: ‘BLOTTO for your Apple IIGS®
personal computer.””9

Trademark holders have Dbeen
successful when asserting trademark
rights for their proper purpose—to
prevent customer confusion.®0 Intel
Corporation was able to prevent the sale
of Intel 80287-6 math coprocessors
labeled as Intel 80287-10 or 386-25.61
Princeton  Graphics recovered $25
million in damages from the manufac-
turer of a computer monitor that claimed
compatibility with the IBM PS-2 but
failed to meet widely accepted standards
of compatibility.62 Sega recovered from
the owner and operator of a computer
bulletin board services for distribution of
trademarked goods.3 Nintendo has used
trademark protection successfully to
supplement copyright protection for
counterfeit video game cartridges.o*

2. Expanded Protection Under
Arizona Law

The Arizona Software and Internet
Association sponsored creation of a
cause of action for trademark infringe-
ment against any person who distributes
or uses an unauthorized copy of
computer software, knowing it to be an
unauthorized copy, if it displays a trade-
mark registered in Arizona.%5 The goal
is to protect the trademark owner
against third parties who, not knowing
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that the copy is unauthorized, might
attribute defects or problems to the
trademark owner.66

Unauthorized distribution or use of
computer software “shall be deemed to
cause injury in this state” if the software
incorporates or displays an Arizona
registered mark.67 If the use is a nonper-
sonal commercial one, the court shall
award reasonable attorneys’ fees and, at
the plaintiff’s election, may award
damages equal to $500 for each copy of
unauthorized software used or distrib-
uted (or the manufacturer’s suggested
retail price for each copy, if greater).68
The court may award the same damages
even if the use is a personal noncommer-
cial use.%? These statutory rights may
justify seeking state registration in addi-
tion to federal registration.

Conclusion

Companies should consider carefully the
registration of their trademarks and
service marks. An Arizona registration
may be appropriate for a business that
has no plans to expand outside Arizona.
If such expansion is under consideration,
however, a federal registration is recom-
mended. A prior federal registration will
prevent later use of a confusingly similar
mark in competition with the registrant.
A federal registration will not prevent an
existing use of a mark, but it will prevent
expansion of that use to other states—or
to areas outside the scope of reasonable
expansion plans.

Service and software companies are
entitled to protection for their goodwill.
Although trademark protection does not
substitute for copyright protection for
software products, it can be a valuable
asset in preventing a competitor’s free
ride on R&D and marketing investment.
It is increasingly important to select
protectable marks for software and serv-
ices and to respect the trademark rights
of competitors. &
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Intellectunl Property Section and a divector
of the Arizona Softwave and Internet
Association. Stephen R. Winkelman is of
counsel at Fennemore Craig, P.C., in
Phoenix and represents clients on trade-
marks, branding, Internet and global
intellectual property matters.
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crackers); Dr. Seuss Enterprises L.P. v. Penguin Books
USA, Inc, 109 F.3d 1394 (9th Cir. 1997), cert.
dismissed, 118 S. Ct. 27 (1997) (permitted use of
trademarks to parody the O.J. Simpson trial);
Ringling Bros.—Barnum & Bailey Combined Shows,
Inc. v. Utah Diy. of Travel Dep, 170 F.3d 449 (4th
Cir. 1999) cert. denied, 120 S. Ct. 286 (1999) (no
dilution by travel promotion based on “greatest snow
on carth”); Ringling Bros—Barnum & Bailey
Combined Shows, Inc. v. B.E. Windows Corp., 937 F.
Supp. 204 (S.D.N.Y. 1996) (“Greatest Bar on Earth”
does not blur plaintiff’s trademark).

See, eg., Hasbro, Inc. v. Internet Entertainment
Group, Led., 40 US.P.Q.2d (BNA) 1479 (W.D.
Wash., 1996) (owner of the “Candy Land” trade-
mark obtained a preliminary injunction against defen-
dant’s of the
candyland.com in connection with a sexually explicit
Internet site); Panavision Int’l. L.P. v. Toeppen, 141
F.3d 1316 (9th Cir. 1998) (dilution by “cyber
pirate”); Intermatic, Inc. v. Toeppen, 947 F. Supp.
1227 (N.D. Ill. 1996) (granting summary judgment
on dilution claims against “cyber-squatter”). But see
Avery Dennison Corp. v. Sumpton, 189 F.3d 868 (9th
Cir. 1999) (Avery and Dennison not famous).

15 US.C. § 1125(C)(4).

Star Markets, Ltd. v. Texaco, Inc., 950 E. Supp. 1030
(D. Hawaii 1996). But see Times Mirror Magazines,
Inc. v. Las Vegas Sports News, LL.C., 2000 WL

use Internet domain name
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526779 (3rd Cir. 2000) (fame in market niche).
RESTATEMENT (THIRD) OF UNFAIR COMPETITION §
25(1) (statutory note); 3 MCCARTHY, TRADEMARKS
AND UNFAIR COMPETITION § 24:78.

3 McCARTHY, TRADEMARKS AND UNFAIR
COMPETITION § 24:80.

ARS. § 44-1448.01(C).

For example, Advanced Micro Devices successfully
argued that Intel’s 386 designation for processor
microchips was generic. Intel Corp. v. Advanced
Micro Devices, 756 F. Supp. 1292, 1298 (N.D. Cal.
1991). Intel was subsequently unsuccessful in regis-
tering 486 or i486; hence, the “Pentium” and
“Celeron” names. In Sgga Enterprises, Ltd. v.
Accolade, Inc., 977 F.2d 1510 (9th Cir. 1992), the
Sega initialization procedure caused the Sega name to
appear when Accolade’s game cartridge was used.
Sega unsuccessfully sought to protect the Sega initial-
ization software under the guise of trademark protec-
tion. The court also refused copyright protection for
the software. Disassembly of the initialization proce-
dure to permit Accolade to create game programs
compatible with the Sega game system was deemed a
fair use. Id.; see Sony Computer Entertainment, Inc. v.
Connectix Corp., 203 F.3d 596 (9th Cir. 1999).

3  MCcCARTHY, TRADEMARKS AND UNFAIR
COMPETITION § 25.51 at 25-83-84.

Both state and federal law with regard to infringe-
ment of a mark or unfair competition require
customer confusion. 15 U.S.C. § 1114(1); ARS. §
44-1442; 1 McCARTHY, TRADEMARKS AND UNFAIR
COMPETITION § 23:1; see RESTATEMENT (THIRD) OF
UNFAIR COMPETITION § 20.

. Intel Corp. v. Terabyte Int’l., Inc., 6 F.3d 614 (9th Cir.

1993) (awarding $380,000 in damages and reason-
able attorneys’ fees).

Princeton Graphics, Operating, L.P. v. NEC Home
Electronics (USA) Inc., 732 F. Supp. 1258
(S.D.N.Y. 1990).

Segn Enterprises, Led. v. MAPHIA, 857 F. Supp.
679 (N.D. Cal. 1994) (Sega video games); see also
Playboy Enterprises, Inc., v. Frena, 839 F. Supp.
1552, 1558 (M.D. Fla. 1993) (bulletin board use
of photographs).

. See Nintendo of America, Inc. v. Dragon Pacific Int’l,

40 F.3d 1007 (9th Cir. 1994), cert. denied, 515 U.S.
1107 (1995) (use of both a pirated product and a
pirated name entitled Nintendo to recover statutory
damages under copyright law and actual damages
under trademark law). See also Nintendo of America,
Inc. v. Ketchum, 830 F. Supp 1443, 1446 (M.D. Fla.
1993); Nintendo of America, Inc. v NTDEC, 822 F.
Supp. 1462 (D. Ariz. 1993), aff’d, 51 F.3d 281 (9th
Cir. 1995), cert. denied, 516 U.S. 865 (1995).

The proposed legislation also makes the unautho-
rized use, removal or alteration of a software trade-
mark, with the intent to deceive, a trademark
infringement. The definition of infringement is modi-
fied to more closely parallel federal law. Cf. AR.S. §
44-1451(A)(1) and 15 US.C. § 1125.

This is an application of the “post sale confusion
doctrine” established in federal trademark law. See,
eg., Esercizio v. Roberts, 944 F.2d 1235 (6th Cir.
1991), cert. denied, 505 U.S. 1219 (1992); 3
McCARTHY, TRADEMARKS AND  UNFAIR
COMPETITION § 23:7.

ARS. § 44-1451(A)(3). Nothing in the statute
appears to limit actionable use or distribution to
conduct in Arizona.

ARS. § 44-1451(B)(3).

ARS. § 44-1451(B)(4).

MARCH 2001 ARIZONA ATTORNEY [21



