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Background
• Lawyers whose clients engage in comparative advertising or
make other strong product performance claims generally
understand the traditional risks:
- Television Network Challenges
- NAD Challenges
- Government Investigations and Lawsuits
- Consumer Class Action Suits
- Lanham Act False Advertising Suits
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Television Network Challenges
• Becoming less frequent
• Does not cover many types of advertising
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NAD Challenges
• The burden of proof is on the advertiser and there is a
small but increasing risk of piggyback class actions
• But there is no need to remove advertising prior to
decision (4 to 6 months, occasionally more), and no
monetary or injunctive relief
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Governmental Investigations/Lawsuits
• FTC and/or State Attorney General or Regulators
- Burden is on the advertiser
- Potentially serious consequences
- Monetary payments, injunctions, adverse publicity
and piggyback class actions
- Although the FTC has more resources today than
before, resource issues still require the FTC to pick its
battles
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Class Action Suits
• Significant Risks:
- Proceeding in multiple forums
- Adverse publicity
- Possibility of significant damage awards
- Payment of attorney’s fees
• But, cases sometimes can be settled inexpensively and
quickly, and it is becoming more and more difficult for
class plaintiffs to prevail
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Lanham Act Suits, Historically
• Risks:
- Speed of proceeding (TRO’s and preliminary
injunctions)
- Cost
- Injunctive relief, damages (which can be trebled)
- Negative publicity
- Piggyback class action suits
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Lanham Act Suits, Historically, cont.
• The Glass Houses effect is a mitigating factor
• Plaintiff’s costs, and the risk of counterclaims often cause
companies to forego Lanham Act litigation
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A Change in the Playing Field: Lanham Act
Suits as a Competitive/Anti-Competitive Tool
• There have always been instances in which the Glass
House shatters
• In recent years, there has been a notable increase in
Lanham Act suits, even when a Plaintiff’s case is weak, or
a Defendant’s advertising is unlikely to have damaged the
Plaintiff

• Motives: Plaintiff’s perception that a suit would force
settlement on favorable terms, drain Defendant’s
resources, and/or alter the market balance
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What Can A Defendant Do To Turn Such A
Situation, or Any Lanham Act Suit, Around?
• What tactics can be employed
- To end the case through motion practice (motion to
dismiss or summary judgment)?
- To make the Plaintiff a Defendant?
- To embarrass the Plaintiff in the marketplace or with
the public at large?
- To put the Plaintiff at risk of a class action suit or a
governmental investigation?
- To cast doubt in the minds of Plaintiff’s counsel and
management about the outcome, and desirability of
continuing with, the lawsuit?
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Motions To Dismiss
• Standing
- Zone of interest
- Allegedly false statements are not advertising
• Deference to regulatory body/primary jurisdiction
• Bell Atlantic Corp. v. Twombly; Ashcroft v. Iqbal
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Standing
• Lexmark Int’l, Inc. v. Static Control Components, Inc.,
572 U.S. (2014)
- At issue in Lexmark was which of three different
tests should be used to determine who could sue for
false advertising under the Lanham Act:
- (1) Direct competitors only
- (2) Reasonable interest test
- (3) Multi-factorial test (applying the Supreme
Court’s Associated Gen. Contractors antitrust
decision)
Which test did the Supreme Court apply?
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Standing: Lexmark cont.
• Answer: None. The Supreme Court rejects them all.
• Instead, the Court applies a test of statutory interpretation:
- Does the plaintiff fall within the class of plaintiffs Congress
intended to be able to sue under the statute (the “zone of
interest” test)?
- Does the Complaint adequately plead a claim for relief,
including that the plaintiff’s injury was proximately caused by
the defendant’s false advertising?
• Congress intended to permit suits by direct competitors and
also by other parties that suffered injury to a commercial
interest (e.g., lost sales, injury to business reputation)
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Standing: Impact of Lexmark
• In circuits that used a “direct competitors only” test, it
expands (at least in theory) the types of plaintiffs who
may bring Lanham Act suits
• But language in Lexmark suggests that occasions in
which a non-competitor can plausibly allege that false
advertising was the proximate cause of its injury will be
relatively rare
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Standing: Alleged False Statements Are Not
Advertising
• Not all false statements are advertising
- Optimum Technologies, Inc. v. Home Depot USA, Inc., 2005
U.S. Dist. LEXIS 34776 (N.D. Ga. Dec. 2, 2005)
- Statements by members of a sales force, even if false, are not
“commercial advertising or promotion” within the meaning of
the Lanham Act because they are not “sufficiently disseminated
to the purchasing public” and are not part of an “organized
campaign” to penetrate the market
- Case law is somewhat mixed as to when a statement is or is
not “commercial advertising,” but the situation comes up fairly
often
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Standing: Deference to Regulatory Body
• There have been a number of cases in which courts have
declined to decide a Lanham Act false advertising claim
involving OTC drugs, medical devices, food or beverages
because of the specifics of FDA regulation of the product in
question
- Circumstances, if any, in which “deference to the FDA”
defense is available is likely to be clarified this term by
the Supreme Court
- POM Wonderful LLC v. Coca-Cola Co., 679 F.3d 1170
(9th Cir. 2012) cert. granted, 134 S.Ct. 895 (2014)
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Motion to Dismiss: Twombly and Iqbal
• Two Supreme Court cases in recent years changed the
law of pleading in civil cases:
- Bell Atlantic v. Twombly, 550 U.S. 544 (2007) and
Ashcroft v. Iqbal, 556 U.S. 662 (2009)
• Twombly/Iqbal test: Accepting a Complaint’s nonconclusory allegations of fact as true, does the Complaint
plausibly set forth a claim for relief?
• Pleading failures are more rare in Lanham Act cases than
in class actions, but they do occur
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Summary Judgment Motions
• Too many lawyers suppose that because of the factintensive nature of false advertising cases, summary
judgment motions are a waste of time
• Not so!!!
• We know this is disappointing to false advertising
litigators, but…
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Summary Judgment Motions, cont.
• Judges do not love trying false advertising cases
• Therefore, judges may be susceptible to a persuasive
summary judgment motion
• Grounds for summary judgment:
- Daubert
- Lack of causation/injury
- Absence of survey evidence for implied claims
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Admissibility of Expert Testimony
• Daubert v. Merrell Dow Pharms,, 509 U.S. 579 (1993)
- Testimony of any expert witness is admissible only if the
expert is sufficiently qualified to offer the expert testimony
he or she will be giving
AND
- Other conditions are met as well, including that:
- Testimony is based on sufficient facts and data
- Testimony is the product of reliable principles and
methods; and
- The expert has reliably applied these principles and
methods to the facts of the case.
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Admissibility of Expert Testimony
• Important Factors in Judicial Assessment of Admissibility
- Can the Expert’s Opinion or Theory Be Tested?
- Has It Been Subjected to Peer Review and Publication?
- Has It Been Generally Accepted in the Relevant Scientific
Community?
A Major (and Intended) Impact of Daubert:
The Exclusion of “I’m an Expert and I Say So” Testimony
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Summary Judgment: Absence of Extrinsic
Evidence for Implied Claims
• A judge or jury can determine that an advertising
claim is literally false; no survey evidence is
necessary
• But implied claims require extrinsic evidence, nearly
always in the form of a consumer survey
• Apple Inc. v. Amazon.com Inc., 915 F. Supp. 2d
1084 (N.D. Cal. 2013) (summary judgment
dismissing Apple’s claim that use of “APP STORE”
for sales of apps for Android and Kindle devices on
ground that phrase is not literally false and Apple
presented no survey evidence)
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Summary Judgment: Absence of Extrinsic
Evidence for Implied Claims
• Defense comes up in two circumstances:
- Court disagrees with plaintiff that a challenged claim is
unambiguous
- Plaintiff realizes that it is claiming implied falsity, but
doesn’t know the law

23

Summary Judgment: Exclusion of Survey On
Which Implied Falsity Claim Is Based
• The exception, not the rule: Most flaws in surveys are deemed
to go to the survey’s weight, not its admissibility
• But surveys can be excluded from evidence entirely, such as
when:
- The survey expert failed “to provide objective and reliable
analysis and testimony.” Bracco Diagnostics, Inc. v.
Amersham Health, Inc., 627 F. Supp. 2d 384, 452 (D.N.J.
2009).
- Key survey questions are unclear or ambiguous. S.
Diamond, Reference Guide on Survey Research, at 388.
- The survey universe is improper. Citizens Financial Group,
Inc. v. Citizens Nat’l Bank, 383 F.3d 110 (3d Cir. 2004)
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Summary Judgment: Lack of Causation/Injury
• Diminishing market share is a fairly common precipitating
cause of Lanham Act suits
• But what if discovery shows that Plaintiff’s share loss is caused
by dissatisfaction with Plaintiff’s product, or relative preference
for Defendant’s product?
• Tao of Sys. Integration, Inc. v. Analytical Servs. & Materials,
Inc., 330 F. Supp. 668 (E.D. Va. 2004) (plaintiff’s evidence
failed to establish a causal connection between plaintiff’s lost
sales and defendant’s advertising)
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Accelerating the Trial
• When a Defendant fears the cost of litigation, its natural
tendency is to tell counsel to slow down the case
• But if Defendant’s goal is to end the case quickly and
favorably, the opposite approach is often best
• Cases can be sped up or simplified by:
- Consolidating preliminary injunction with final trial
- Expedited discovery and trial
- Bifurcation
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Counterclaims: Evening the Playing Field
• Counterclaims are often the most powerful tool to turn a case
around: sometimes the best defense is a good offense
• But, courts often view counterclaims in Lanham Act cases as
“me too” pleadings and do not take them seriously
• Therefore, counterclaims that undercut a key defense, or that
involve “old news” or are otherwise weak, are a bad idea

• But strong counterclaims can be a game changer and can
overcome any judicial skepticism.
Why is that so?
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Counterclaims, cont.
• Companies that assert false advertising claims for anticompetitive purposes often are insensitive to their own
misconduct
• Besides telling a judge or jury that the Plaintiff operates by a
double standard, strong counterclaims also cause Plaintiffs to
fear: (i) liability; (ii) adverse publicity; (iii) negative reaction by
customers (particularly trade customers and professionals); (iv)
class actions; and (v) government investigations
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Discovery Tools Can Also Turn a Case Around
• Carefully drawn document demands can discourage a Plaintiff:
- Electronic discovery can be very expensive, especially for
bigger companies with more documents
- Obviously overbroad document demands are ineffective,
because judges don’t like them
- But including requests that (i) seek clearly relevant
information (ii) on subjects about which Plaintiff is likely to
have a huge number of documents can sometimes make
Plaintiffs question the pleasure of litigating
- Examples: marketing documents, test development and
results, business plan development
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Discovery Demands, cont.
• Also, Plaintiff’s documents can undermine Plaintiff’s case
• Examples: documents showing
- Lack of causation/injury/materiality
- Testing or internal survey documents that undermine the
Plaintiff’s claims
- Plaintiff’s anti-competitive intent or unclean hands
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Depositions
• Perhaps nothing takes the fire out of a Plaintiff’s belly more
than effective depositions of its key executives, marketing and
scientific personnel
• Surprising how frequently key witnesses are either underprepped or coached to behave in ways judges and juries do
not like
- Examples: selective amnesia, inability to answer the
questions asked, rudeness toward the cross-examiner
• As a great mediator said just last week: “It is amazing how
often even experienced litigators forget that trials involve actual
witness testimony.”
31

Other Important Factors
• Hire great experts
• Know the strengths and weaknesses of your case and
make sure everyone at the client who matters does too
• Sometimes the best you can do is settle early and move
on to the next advertising campaign
• Settlements can become great business deals, even
when your client is the defendant
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