
Subscription and Editorial Inquiries:
JLCom Publishing Co., L.L.C., 26 Hawthorn Drive, Roxbury, NJ 07876-2112. Phone (Toll free):

(888) 235-2997. Internet: http://www.lawpublish.com. E-mail: advertise@lawyer.com.
This publication is not intended to provide legal advice. Persons who need legal services should contact a
duly licensed professional.

© Copyright 2012  JLCom Publishing Co.,
L.L.C.  All rights reserved. This publication,
in whole or in part,  may not be reproduced,
stored in a computerized,  or other, retrieval
system, or transmitted in any form or by any
means whatsoever  without the prior written
permission of JLCom Publishing Co., L.L.C.

Volume XXXII
Issue 1

January 2, 2012
Page 3

FILE: TAB #8, REMEDIES (PRIVATE), ARTICLE #115

Page 1 of 10

INTRODUCTION

The Third Circuit’s recent decision in Pernod Ricard USA, LLC v. Bacardi
U.S.A.1 about “Havana Club” rum establishes a new battleground in Lanham
Act cases.  In Havana Club, the defendant successfully urged the court to
disregard a survey because the advertising claim (arguably) was
unambiguously truthful on its face (the “Havana Club” defense).  Prior to
Havana Club, the only case that stood for such a proposition was the Seventh
Circuit’s decision in Abbott Labs. v. Mead Johnson & Co.,2 which was
corrected, criticized as an outlier, and not followed by other courts.  Now,
Havana Club has revitalized Mead Johnson and given the defense greater
credibility, not only in the Third Circuit, but in all Circuits.  The Havana
Club defense is sure to spawn new battles in future Lanham Act cases and
litigants should anticipate these issues.  This article reviews (1) the use of
survey evidence in Lanham Act cases; (2) the Mead Johnson and Havana
Club cases; and (3) the significance of Havana Club to litigants in future
cases.

BACKGROUND:  SURVEY EVIDENCE IN LANHAM ACT CASES

Competitor false advertising claims under the Lanham Act fall into two
categories:  literal falsity and implied falsity.3 Many of the most prevalent
and powerful advertising messages are communicated by implication.
Advertising professionals are trained to construct an advertising campaign to
communicate on many levels, including implicit messages. When a
challenger pursues a claim of implied falsity, the challenger must prove two
things: (1) the implied claim exists; and (2) the implied claim is false.4 In
step 1, a challenger must demonstrate the existence of the implied claim “by
extrinsic evidence”5– typically in the form of a survey–showing the target
audience’s reaction to the advertising.  Courts increasingly have relied on
surveys as reliable proof of “exactly what message ordinary customers
received in the ad.”6  “The success of a plaintiff’s implied falsity claim

_______________________
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usually turns on the persuasiveness of a consumer survey.”7  The survey
allows the plaintiff to prove that the advertising statement “actually
conveyed the implied message and thereby deceived a significant portion of
the recipients.”8 For example, in McNeil-PPC, Inc. v. Pfizer Inc.,9 the court
enjoined Pfizer’s advertising campaign that “Listerine’s as effective as floss
at fighting plaque and gingivitis.”10  Pfizer defended the claim on the basis
that it had clinical data to substantiate the equivalence claim regarding
“plaque and gingivitis”; however, McNeil’s survey showed that 26-31
percent11 of consumers interpreted the phrase as a broader “replacement”
message (that is, one “can replace floss with Listerine” and receive all of the
same benefits), which could not be substantiated.12

The reliability of surveys to prove the existence of an implied claim has
matured over the past 10-15 years.  Litigants and courts now are conversant
with the commonly accepted scientific principles to ensure that surveys are
reliable.13  Litigants routinely use these principles to attack proffered survey
methodology, including through cross examination and rebuttal expert
testimony.  Courts also are more willing and able to substantively analyze
surveys, including admissibility questions through a Daubert process.14

Mead Johnson
Until Havana Club, Judge Easterbrook’s decision in Abbott Labs. v. Mead
Johnson stood alone as an exception to the survey rule.15  In Mead Johnson,
the challenger used a survey to show that consumers interpreted the
advertising statement “1st Choice of Doctors” to mean that a majority of
doctors preferred the product, which was allegedly false claim because only
a plurality of doctors preferred the product with many not expressing a
preference.  Judge Easterbrook refused to even consider the survey, because
he determined that the phrase “1st Choice of Doctors” was unambiguous and
simply meant that more doctors preferred the advertiser’s product to the
competitive product.  Having made this determination, Judge Easterbrook
would not allow a survey to be used to offer a different meaning to the
advertising statement, holding that surveys should not be “used to determine
the meaning of words or to set the standard to which objectively verifiable
claims must be held.”16  Judge Easterbrook’s decision was grounded in First
Amendment principles, and the opinion noted that a contrary ruling would
have the effect of chilling commercial speech.  The opinion also indicated
that there must be a limit to the use of surveys. Mead Johnson has not been
followed, and many judges and commentators that cite to Mead have
distinguished or criticized the case.17

Havana Club
Havana Club18 resurrects Mead Johnson.  In Havana Club, Pernod Ricard
alleged that Bacardi’s “Havana Club” name falsely implied that the rum was
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made in Cuba. Bacardi defended on the basis that the bottle itself
prominently disclosed the product as a “Puerto Rican Rum.”  Pernod sought
to rely on a survey showing that approximately 18% of consumers who
viewed the bottle believed that the rum was made in Cuba. The Third Circuit
affirmed the victory for Bacardi and rejected the survey. The Third Circuit
held that “there are circumstances under which the meaning of a factually
accurate and facially unambiguous statement is not open to attack through a
consumer survey.”19 Because “no reasonable person could be misled by the
advertisement,” the court could “disregard” the survey as “irrelevant” and
“immaterial.”20 Perhaps recognizing the implications of its ruling, the Third
Circuit cautioned that any future decision to reject a survey in favor of the
court’s subjective determination about an advertising claim should be
“rare.”21

SIGNIFICANCE AND ISSUES FOR FUTURE CASES

Notwithstanding the Third Circuit’s attempt to limit Havana Club to the
“rare” circumstance, its joining of the Seventh Circuit on this issue is
significant. The Third Circuit has issued many of the leading Lanham Act
false advertising cases, and it can no longer be said that the principle
discussed here is limited to the Seventh Circuit.  It remains to be seen what
another leading circuit–the Second Circuit–will do on this issue. But it is
sure to come up, and quickly. Defendants will argue that advertising
statements in Lanham Act cases are so obviously truthful that even a survey
showing a substantial portion of a target audience receiving an implied false
message should be ignored.  Plaintiffs will emphasize that the Havana Club
defense is wrong as a matter of law or, alternatively, it should be extremely
limited. Both arguments will include themes central to Lanham Act
litigation, discussed below.

Interpretation by the judge or the “target audience.”  The Havana Club
defense invites a court to substitute its view of implied claims for the view of
the target audience.  Courts have long held that that a judge’s subjective view
should not interfere with the determination of implied claims.  The “court's
reaction is at best not determinative and at worst irrelevant. The question in
such cases is–what does the person to whom the advertisement is addressed
find to be the message?”22  “It is not for the judge to determine, based solely
upon his or her own intuitive reaction, whether the advertisement is
deceptive”23  Judges are also consumers and there is risk that a judge’s
subjective reaction could differ significantly from that of the more typical
(and therefore relevant) consumer. Significantly, a Judge may not even
qualify to participate in a survey–surveys ordinarily are limited to those in
the target audience, of a certain demographic, who actually used or
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purchased the product recently.24 The impressions of other consumers are
“irrelevant.”25 Even the opinion of a trained and experienced market
researcher is irrelevant absent a survey.26 This concept is well established,
but plaintiffs may be reluctant to offend judges by making this argument too
forcefully.

Importance / over-importance of survey experts. One argument in favor of
the Havana Club defense is that it diminishes the dominance of survey
experts in Lanham Act cases. Survey experts arguably have become too
important in these cases. The minute a party wants to discuss implied
messages from advertising, it first must shell out several hundreds of
thousands of dollars–or more–to pay a survey expert and to collect survey
data. Once one party presents such evidence, the opponent often is advised to
then develop rebuttal survey testimony that may include a counter survey.
The escalation in costs can be substantial and can erect a financial obstacle to
challenging an obvious implied claim. This fact distinguishes a Lanham Act
court from agency and self-regulatory organizations; as one commentator
notes:  “the FTC, the NAD, ERSP and CARU have their own expertise and
do not necessarily require survey evidence to establish implied advertising
claims, whereas such proof is an essential element in Lanham Act
litigation.”27 In its winning appellate brief, Bacardi argued that the amici
(survey organizations) “predictably wants all of § 43(a) to devolve into a
battle of handsomely paid survey experts mediated by the courts.”28 Against
this backdrop, a litigant might be able to persuasively ask whether the court
“really needs” these experts, and litigants can be expected to employ this
theme in future cases. On the other hand, the Havana Club defense threatens
to short-circuit a case by essentially barring consideration of scientific data
that courts consistently have held to be admissible and reliable. One can
imagine a case involving a “gold standard” survey–large, well-controlled,
with a bullet-proof design showing implied falsity.  Defendants who
ordinarily would have to confront the survey on the merits may seek
sanctuary under Havana Club. Under this circumstance, the court would
have to balance (a) the purported clarity of the advertising claim; against (b)
the “power” of the survey.

Whose implied claim? Defendants who have favored the Havana Club
defense often themselves attribute their own implied claims–or at least
“interpretations”–to the advertising statement.  For example, Bacardi argued
that “Havana Club” refers to the fact that a Cuban family created the original
Havana Club recipe.  The district court stated that “Havana Club has a Cuban
heritage and, therefore, depicting such a heritage is not deceptive”29 and
“Bacardi should have a First Amendment right ‘to accurately portray where
its product was historically made–as opposed to claiming that the product is
still made there.’”30 Of course, the advertising does not say anything about
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family heritage; all of that information–allegedly suggested by the slogan
“Havana Club”–was supplied by the counsel for the Defendant. Similarly, in
the Splenda case,31 McNeil offered that “made from sugar” really “means”
that Splenda is made through a multi-step process that starts with sugar but
then is, through a chemical process, altered, resulting in an artificial
sweetener that does not contain sugar.  McNeil argued (unsuccessfully) that
“made from sugar” is not susceptible to proof, by a survey, that Splenda
“contains” sugar, “is” sugar, or is more “natural” than competing products.
The court held that it was a factual dispute, and denied summary judgment.32

In future cases in the wake of Havana Club, defendants can be expected to
argue that they are offering only reasonable interpretations of an
unambiguous/truthful claim; plaintiffs will argue that the minute the court
has to depart from the literal words to understand the claim, the court is in
the realm of “implied” claims where surveys must be considered.

First Amendment freedoms versus protecting competitive interests.  At its
core, Havana Club appears to be a pro-First Amendment decision that tends
to reduce a challenger’s ability to bring a Lanham Act claim.  The Lanham
Act provides a company a private right of action to protect against
competitive harm caused by a literally truthful yet “misleading” promotional
statement.  Havana Club raises the question of how far courts are willing to
go in trimming this statutory right in favor of the constitutionally-protected
marketplace of ideas.33 This theme will be sure to be used in future litigation
over the Havana Club defense.

Flip-side of Havana Club: the “necessary implication” doctrine.  Havana
Club arguably is the analog to the necessary implication doctrine, which
holds that some implied claims are so obvious that a court can determine
their existence without a survey.34  Most courts view “necessary implication”
as a subset of literal falsity even though the actionable advertising claim is
implied from–and therefore different than–the express words used.  The
necessary implication doctrine permits a plaintiff to prove implied falsity
without a survey.35 Therein lies the similarity to Havana Club:  the court is
using its subjective judgment about what an advertising statement does or
does not communicate without reliance on a survey.  Perhaps both doctrines
may be limited to extreme (or “rare”) cases. For example, in Schering
Plough Healthcare Products, Inc. v. Schwarz Pharm., Inc.,36 Judge Posner
commented that litigants should not be permitted to use necessary
implication to avoid presenting evidence.  Posner suggested that a claimant
asserting a necessary implication claim (with the associated benefit of not
needing a survey) requires a clear “lie” that is “bald-faced, egregious,
undeniable, [and] over the top.”37 Perhaps the same kind of narrow
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opportunity should apply to clearly “truthful” claims at the other end of the
spectrum under the Havana Club defense.

Procedural issues. The Havana Club defense could arise in a variety of
procedural settings. For example, a defendant may attempt to avoid the pains
and burdens of litigation altogether by raising the Havana Club defense at the
threshold of a case–such as on a motion to dismiss–and suggest that no
discovery should be had until the Havana Club issue is resolved.  The issue
also could come up as an evidentiary motion–such as a motion in limine
before trial–to exclude a survey.  In a bench trial setting, the Havana Club
defense may not preclude the admissibility of a survey but suggest it should
be entitled to no weight (Havana Club, for example, was decided after a
bench trial).

CONCLUSION

As litigants prepare to apply the Havana Club defense, expect to see
arguments and judicial opinions that address foundational issues in Lanham
Act cases, including the proper role of the court in using its own judgment
about advertising, the acceptable influence of survey experts, and the
evidentiary reliability of surveys themselves. As the door opens further to
judges applying their “own expertise” in these cases, litigants may find that
“what’s good for the goose is good for the gander”: plaintiffs can be
expected to use this opportunity to invite judges to find potentially actionable
implied claims in advertising based on their subjective views, and without a
survey.
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33  As the Supreme Court noted in Bates v. State Bar of Arizona, 433 U.S.
350, 364 (1977), “commercial speech serves to inform the public of the
availability, nature, and prices of products and services, and thus performs an
indispensable role in the allocation of resources in a free enterprise system.”

34 See, e.g., Castrol Inc. v. Pennzoil Co., 987 F.2d 939, 946-47 (3d Cir.
1993); Johnson & Johnson-Merck Consumers Pharms. Co. v. Proctor &
Gamble Co., 285 F. Supp. 2d 389, 391-92 (S.D.N.Y. 2003).

35  “[C]onsumer survey evidence is not required when the allegedly false
claim is a ‘necessary implication’ of the explicit language in the advertise-
ment.” SmithKline Beecham Consumer Healthcare, L.P. v. Johnson & John-
son-Merck Consumer Pharms. Co., No. 01 Civ. 2775(DAB), 2001 WL
588846, at *8 (S.D.N.Y. Jun. 01, 2001) (citing Gillette Co. v. Wilkinson
Sword, Inc., No. 89 CIV. 3586 (KMW),1989 WL 82453 (S.D.N.Y. July
6,1989)).

36  586 F.3d 500 (7th Cir. 2009).

37 Id. at 513.
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