Marketing and the Law

Ann Morales Olazabal, Anita Cava, and René Sacasas, Editors

University of Miami

Just Say It, If You Dare

Nike, Inc., et al. v. Kasky, 539 U.S. 654 (2003); Kasky
v. Nike Inc., et al., 45 P.3d 243 (Calif. 2002).

The Supreme Court has denominated noncommercial
speech (e.g., political and religious) as high-value speech,
whereas commercial speech is low-value. Consequently,
commercial speech is regulated in the consumer interest.
What about speech that has both commercial and noncom-
mercial elements? Marketers should take note of the recent
United States Supreme Court case of Nike v. Kasky, which
formulates a different interpretation of the manner in
which companies should relate to the public and the
media.

Nike, Inc., a multinational sports shoe giant, has
600,000 foreign manufacturing workers. Most of them are
in China, Vietnam, Indonesia, and Thailand. Nike gener-
ates $10.6 billion in annual sales, of which $474 million is
profit. The company monitors compliance with local labor
and environmental protection laws through agreements
with its subcontractors. In 1996, media reports alleged that
these overseas subcontractors were underpaying and abus-
ing workers. Nike responded with a public relations cam-
paign that included press releases, letters to newspapers,
university presidents, and athletic directors, and a report
from a former U.S. ambassador.

Under California law, ordinary citizens may sue as “pri-
vate attorneys general” on behalf of the public. Courts in
such cases may award attorney fees to the plaintiff to facil-
itate this private enforcement of important legislation. Cal-
ifornia resident and anticorporate activist Mark Kasky
took advantage of this procedure. He sued Nike for violat-
ing provisions of the Business and Professions Code pro-
hibiting false and misleading advertising. He argued that
Nike’s statements were made “for the purpose of main-
taining and increasing its sales and profits” and asked the
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court to order Nike to “disgorge all monies . . . acquired by
any means found . . . to be unlawful and/or unfair business
practice” and to correct any false or misleading statements
through “a court-approved public information campaign.”

In the California trial court, Nike said its statements
were protected under the federal and state constitutions,
each of which guarantees free speech. The court consid-
ered whether Nike’s statements constituted commercial or
noncommercial speech, which would determine the
proper level of constitutional protection. It found Nike’s
statements to be noncommercial speech having the highest
level of free speech protection and dismissed the com-
plaint. An appeal to the California Court of Appeals was
dismissed on similar grounds. Kasky appealed to the
Supreme Court of California.

The California Supreme Court fashioned a test that ana-
lyzed “the speaker, the intended audience, and the content
of the message” to determine whether Nike’s statements
were commercial in nature. In terms of the speaker and the
intended audience, the court ruled in favor of
commerciality because “Nike and its officers and directors
are engaged in commerce,” and its letters and press
releases “were intended to reach actual and potential pur-
chasers of Nike’s products.” The court further concluded
that the content of the statements was commercial in
nature because it “consisted of factual representations
about its own business operations.” The court, by a 4-3
majority, ruled that Nike’s statements were commercial
speech and, accordingly, they were subject to California’s
false advertising laws.

Justices Chin and Brown were two of the dissenters.
Justice Chin placed Nike’s statements in the context of the
international debate about its labor practices. He said that
“while Nike’s critics have taken full advantage of their
right to ‘uninhibited, robust, and wide-open’ debate, the
same cannot be said about Nike, the object of their ire.”
According to Justice Chin, the majority decision would
create an uneven playing field with “full speech protection
for one side and strict liability for the other.” Both sides of



the public debate should be afforded full First Amendment
protection. The effect of the majority opinion would be to
deny Nike that right.

Justice Brown dissented on the ground that “Nike’s
speech is more like noncommercial speech than commer-
cial speech because its commercial elements are inextrica-
bly intertwined with its noncommercial element.” Nike’s
statements warrant full First Amendment protection. Jus-
tice Brown also disagreed with the majority’s limited-
purpose test for commercial speech, which distinguished
between commercial and noncommercial speech on iden-
tity of the speaker and audience. These grounds contra-
vene U.S. Supreme Court precedents holding that “if com-
mercial speech is to be distinguished, it ‘must be
distinguished by its content.”” Justice Brown was con-
cerned that the test violated the First Amendment “by
making the level of protection given speech dependent on
identity of the speaker—and not just the speech’s con-
tent—and by stifling the ability of certain speakers to par-
ticipate in the public debate.” The dissenting judge point-
edly added that “the majority unconstitutionally favors

some speakers over others and conflicts with the decisions

of other courts” With these vigorous dissents in hand,
Nike sought, and was granted, certiorari in the United
States Supreme Court.

The principal issue before the United States Supreme
Court—as it was in the lower courts—was the classifica-
tion of Nike’s statements. Were they commercial or non-
commercial? Since 1942 in Valentine v. Chrestensen, the
Supreme Court has distinguished between commercial
and noncommercial speech in determining the constitu-
tionality of speech regulation. The Court had ruled in Val-
entine that commercial speech was not protected under the
Constitution. More than 30 years later, in Virginia State
Board of Pharmacy v. Virginia Citizens Consumer Council
Inc., the Supreme Court extended First Amendment pro-
tection to commercial speech, albeit less protection than
noncommercial speech.

Until the Nike case, corporate speech was presumed
to fall on one side or the other of a bright line
distinguishing commercial and noncommercial speech.
The California Supreme Court acknowledged problems
with this all-or-nothing characterization. It said that “the
commercial speech doctrine, in its current form, fails to
account for the realities of a modern world—a world in
which personal, political, and commercial arenas no lon-
ger have sharply defined boundaries.” Nike v. Kasky pre-
sented the United States Supreme Court the opportunity to
clarify its commercial speech doctrine to account for
mixed speech. However, after hearing oral arguments,
reviewing 34 briefs, and stating that the “case presents
novel First Amendment questions,” the United States
Supreme Court dismissed the case for lack of jurisdiction
and sent the case back to California for trial.
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Instead of risking a costly and protracted trial, Nike set-
tled with Kasky for $1.5 million. Thus, the California
Supreme Court’s decision in Kasky v. Nike still stands as
legally authoritative. Companies doing business in Cali-
fornia risk attracting a “Nike lawsuit” if their public rela-
tions campaigns touch upon their products or operations.
Under the Kasky precedent, such comments may be seen
as traditional commercial advertising and subject to state
regulation, which could prompt enforcement by a “private
attorney general.” Companies find themselves in a
dilemma: remain silent in the face of adverse publicity and
risk damage to their corporate reputation or respond and
defend at the risk of costly, public, and protracted
litigation.

After the Supreme Court declined jurisdiction, to limit
further liability exposure, Nike adopted a more cautious
approach. The company no longer distributes its corporate
responsibility report to the public, and it has scaled back
participation in the media and public events in California.
Yet one might question whether such self-censorship
alone can protect companies from private prosecutions.
None of the Nike documents alleged as false or misleading
actually originated in California, including the letters to
The New York Times, university presidents, and athletic
directors. Although Nike’s headquarters is located in Ore-
gon, postings on its corporate Web site are read in Califor-
nia. In Nike v. Kasky, the United States Supreme Court
received briefs from California and 16 other states that
argued Nike's responses constituted commercial speech.
In the future, the attorneys general in these states may
challenge other corporate public relations campaigns that
relate to products and practices. Companies contemplat-
ing or engaged in public relations campaigns should be
wary—the public relations they get may not be the public
relations they seek.

Ben Lau
Peter Bowal
University of Calgary

This Is Not Your Mommy’s “Barbie” or Is
She? A Cultural Icon Struggles to Maintain
Her Reputation

Mattel Inc. v. Walking Mountain Productions and Tom
Forsythe, 353 F.3d 792 (9th Cir. 2003)

In the early 1950s, Mattel discovered a doll that had
become an adult collector’s item in Germany. Mattel trans-
formed her from a figure that more closely resembled
Marlene Dietrich in the “Blue Angel” than the glamorous,
wholesome blonde cultural icon that today is both wor-
shiped by young girls and vilified by feminists worldwide
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as “Barbie.” Unfortunately, fame brings undesired atten-
tion. In arecent case before the Ninth Circuit, Mattel Inc. v.
Walking Mountain Productions and Tom Forsythe, the
court was faced with the dilemma of balancing Barbie’s
well-burnished commercial reputation and an artist’s right
to freely examine and parody the public figures and beliefs
of their culture.

Thomas Forsythe is a photographer who specializes in
photographs with social and political themes. In 1997,
Forsythe created a series of 78 photographs that he titled
“Food Chain Barbie.” The photographs generally depict
one or more nude Barbie dolls arranged with vintage
kitchen appliances. From “Malted Barbie”—a nude
Barbie placed in a vintage malt machine—to “Barbie
Enchiladas”—four Barbies wrapped in tortillas and cov-
ered with salsa in a casserole dish—Forsythe attempted to
critique the “conventional beauty myth and societal accep-
tance of women as objects” that Barbie allegedly repre-
sents. Forsythe’s success in the marketplace with the pic-
torial series was limited, grossing a total of approximately
$3,700 in sales, of which half was composed of sales to
Mattel investigators.

Unsurprisingly, Mattel was not amused by the photo-
graphs. Nor was it in accord with Forsythe’s feminist
views regarding its symbol of American girthood and sued
Forsythe alleging that the “Food Chain Barbie” photo-
graph series infringed on its copyrights. The trial court
ruled in favor of Forsythe on his motion for summary judg-
ment, and Mattel appealed.

The Ninth Circuit Court of Appeals quickly reaffirmed
the statutory prescription that the Copyright Act protects
the owner of a copyright by granting him or her exclusive
rights to “reproduce, distribute, and publicly display cop-
ies of the work.” The court further enunciated the general
rule that “a prima facie case of copyright infringement by
reproduction is established by showing ownership by the
plaintiff and copying by the defendant.” It ruled that Mattel
owned the copyright to the “unadorned Superstar Barbie
head and parts of the figure including revisions to the
hands, feet, neck, shoulder and buttocks.” Since Forsythe
photographed the Barbie figure and reproduced those pho-
tographs, the court determined that Mattel had established
a prima facie case of copyright infringement. Mattel
sensed vindication of Barbie’s honor and reputation.

Unfortunately, Mattel’s hopes were short-lived because
the Copyright Act recognizes a statutory exception to the
protection granted to the owners of copyrights known as
the “fair use” exception. Used in a series of different fact
patterns, including academic instruction, the fair use doc-
trine permits the use of copyrighted material if the user can
prove that the alleged infringement complies with or does
not interfere with any of the following four factors: (1) the
purpose and character of the use, including whether such
use is of a commercial nature or is for nonprofit educa-
tional purposes; (2) the nature of the copyrighted work; (3)

SPRING 2005

the amount and substantiality of the portion used in rela-
tion to the copyrighted work as a whole; and (4) the effect
of the use on the potential market for, or value of, the copy-
righted work. Particularly, the statute and the interpretive
case law excludes from copyright restrictions certain
works, such as those that criticize and comment on another
work. Citing the Supreme Court, the Ninth Circuit recog-
nized that “parodic works, like other works that comment
and criticize, are by their nature often sufficiently
transformative to fit clearly under the fair use exception.”

The question then was whether Forsythe’s photograph
exhibit constituted a parody of Mattel’s Barbie doll. The
court determined that Mattel, through its long-standing
and pervasive marketing programs, had established Barbie
as “the ideal American woman” and a “symbol of Ameri-
can girthood” for many. It further commented that
“Mattel’s advertisements showed these plastic dolis
dressed in various outfits, leading glamorous lifestyles and
engaged in exciting activities. To sell its product, Mattel
used associations of beauty, wealth, and glamour.” This
type of universal iconic presentation is a parodist’s bread
and butter. Clearly, Forsythe saw an artistic opportunity.

The court found that the Forsythe’s photographic tech-
nique and composition “‘all served to create a context for
Mattel’s copyrighted work that transform Barbie’s mean-
ing.” Some of the photographs showed a vulnerable nude
Barbie vapidly smiling while endangered by fearsome
kitchen appliances. In other photographs, Forsythe posed
the nude doll in sexually suggestive contexts. The court
determined that “it is not difficult to see the commentary
that Forsythe intended or the harm that he perceived in
Barbie’s influence on gender roles and the position of
women in society.” Forsythe’s intention was to parody
Barbie and everything the doll had come to signify in our
culture and conveyed these ideas in a context of social
commentary.

The court also reviewed in detail another factor
employed to determine the appropriate application of the
fair use doctrine—whether actual market harm resulted
from Forsythe’s use of Mattel’s Barbie doll and whether
unrestricted conduct of the sort engaged in by Forsythe
would adversely affect the potential market for the original
Barbie. This inquiry by the court attempted to balance the
benefit the public would derive if the use was permitted
and the personal gain the copyright owner would receive if
the use was denied. Logically, the less the adverse effect on
the copyright owner’s expectation of gain, the less public
benefit need be shown to justify the use. The court reaf-
firmed the general proposition that when dealing with par-
ody, it is more likely that the new work will not affect the
market for the original in a way that will be recognized
under this analysis. In this case, Forsythe’s photographs
depicted nude and often sexualized figures, a category of
artistic photography that Mattel was unlikely to license.
Because the public benefit in allowing artistic creativity



and social criticism to flourish is great, the court stated that
“the fair use exception should be used as an important lim-
itation on the rights of the owners of copyrights in cases
involving artistic work or parody.”

After the careful review of the fair use doctrine and an
equally close examination of similar issues raised by
Mattel regarding violations of trademark and trade dress,
the court held that Forsythe’s work constituted fair use and
was not violative of either the Copyright Act or the
Lanham Act. The court found the work was a parody of the
Barbie doll and transformative in its presentation. Further-
more, the court ruled that Forsythe’s infringement *had no
discernable impact on Mattel’s market for derivative
uses . . . [and] the benefits to the public in allowing such
use—allowing artistic freedom and expression and criti-
cism of a cultural icon—are great.”

René Sacasas
University of Miami

Sixth Circuit Decision Protects Secondary
Market for Printer Cartridges

Lexmark International, Inc. v. Static Control Compo-
nents, Inc., 387 F.3d 522 (6th Cir. 2004)

The Sixth Circuit Court of Appeals recently reversed a
lower court decision that could have prevented secondary
market remanufacturers of printer cartridges from produc-
ing their products without the licensing of specific tech-
nology from printer manufacturers. The court vacated a
preliminary injunction issued by the district court and
remanded the case for further proceedings.

Printer manufacturers usually make more money sell-
ing ink and toner refill cartridges than they do from selling
the printers themselves. Lexmark attempted to protect that
secondary market by designing a printer that does not
accept a toner cartridge without a built-in microchip made
by Lexmark. The microchip contains code that must be
recognized by the printer for the cartridge to work. Static
Control Components (SCC) designed and sold to toner
cartridge remanufacturers a microchip containing the
necessary code.

Lexmark sued SCC for copyright infringement, alleg-
ing that SSC had copied its Toner Loading Program, and
for two violations of the Digital Millennium Copyright
Act (DMCA), alleging that SCC had circumvented tech-
nological measures designed to control access to its Toner
Loading Program and to its Printer Engine Program. Both
of these programs are contained on the microchip made by
Lexmark. The district court found for Lexmark and
enjoined SCC from selling its microchip.

The Sixth Circuit first examined Lexmark’s claim that
SSC copied its Toner Loading Program in violation of the
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general copyright statute. The program is extremely short,
only 55 bytes, requiring less space to store than this sen-
tence. It provides two important functions, however. First,
it calculates the level of toner in the cartridge. Second, it
“authenticates” the cartridge by yielding a “checksum”
total that must match that of a “genuine” Lexmark
cartridge.

Under relevant copyright law, original works of author-
ship are entitled to copyright protection. However, this
protection cannot extend to any “idea, procedure, process,
system, method of operation, concept, principle, or dis-
covery.” This so-called idea-expression dichotomy gener-
ally distinguishes the realms of copyright and patent law.
Copyright can only extend to the expression of an idea,
whereas patent can protect the underlying idea itself. If an
idea can only be expressed in a limited number of ways,
copyright cannot extend to this expression because it
would be tantamount to protecting the idea itself. Further-
more, copyright protection may be precluded when exter-
nal functionality factors limit the choice of expression to
few alternatives.

The Sixth Circuit held that the district court had erred in
concluding that because the Toner Loading Program could
be written in a number of different ways, it was entitled to
copyright protection. The appellate court remanded the
case to determine whether there was any original expres-
sion in the program sufficient to warrant copyright
protection.

The court of appeals also overturned the district court’s
determination that the Toner Loading Program was not a
“lock-out” code. Instead, the court found that the program
was primarily functional in nature, was not protected by
copyright, and could be reverse engineered.

And, the Sixth Circuit held that the district court had
erroneously interpreted the “control access” requirement
of the DMCA. The Printer Engine Program is a collection
of printer utility programs that is loaded into the printer’s
memory whenever the printer is turned on. Both parties
agreed that the collection of programs was subject to copy-
right protection and that SCC had not violated Lexmark’s
copyright because it had written its own suite of programs.
Lexmark did contend, however, that SCC had violated the
DMCA by circumventing Lexmark’s authentication
sequence and thereby permitting consumers to make use
of the utility programs.

The appellate court held that the “control access” pro-
vision of the DMCA applies when a technological mea-
sure is intended to restrict access to a work protected by
copyright that is not otherwise accessible. The court held
that it is not Lexmark’s authentication sequence that “con-
trols access” to the Printer Engine Program but rather the
purchase of the printer. Anyone who buys a Lexmark
printer can read, copy, or access the literal code of the pro-
grams without the need of the authentication sequence.
The court analogized the situation to locks on a house. No
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one would claim that a lock on the back door of a house
would control access to the house if the front door did not
contain a lock. Nor would anyone claim that a lock on any
door of the house would control access to the house after
the purchaser receives a key to the lock. Similarly, if one
obtains access to a program by purchasing a printer, then
an authentication sequence applied each time the printer is
turned on should not be deemed to be a technological
measure designed to control access.

The Sixth Circuit emphasized the importance of the
reverse engineering and interoperability exception to the
DMCA. Under this statutory provision, a person may cir-
cumvent an access control measure for the “purpose of
identifying and analyzing those elements of the program
that are necessary to achieve interoperability of an inde-
pendently created computer program with other pro-
grams.” The court held that SCC had reverse engineered
the interoperability features of the Printer Engine Program
and written its own noninfringing program.

This case is significant because the court refused to per-
mit the DMCA to be used to extend copyright protection to
content that would otherwise not be protected merely by
using a “technological measure” to “control access” to it.
As stated in one of the concurring opinions, the “DMCA
was not intended by Congress to be used to create a
monopoly in the secondary market for parts or compo-
nents of products that consumers had already purchased.”

Furthermore, as stated in a very strongly worded opin-
ion concurring with the majority’s decision, the holding of
this case should not be limited to printer cartridges. It
should be made clear “that in the future companies like
Lexmark cannot use the DMCA in conjunction with copy-
right law to create monopolies of manufactured goods for
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themselves just by tweaking the facts of [the] case.” Also,
“Congress did not intend to allow the DMCA to be used
offensively in this manner, but rather only sought to reach
those who circumvented protective measures ‘for the pur-
pose’ of pirating works protected by the copyright statute.”

The scope of this decision extends to many different
industries. In fact, amicus briefs were submitted on
behalf of SCC by trade groups representing automobile
part manufacturers, computer and communications
groups, and graphic imaging companies, as well as by a
coalition of law professors who believe that the DMCA is
being applied far too broadly and thwarts legitimate
competition.

This is the second appellate court decision in the past
few months to steadfastly prevent the DMCA to be used to
stifle competition in secondary or after markets. The Court
of Appeals for the Federal Circuit recently refused to per-
mit the manufacturer of a remote garage door opener to
use the DMCA to prevent its primary competitor from sell-
ing acompatible device by including a “rollover code” that
purportedly controlled access to protectable content. Both
courts relied heavily on the reverse engineering and
interoperability exceptions in the DMCA as well as on evi-
dence of Congress’s intent in passing the legislation to
reject this type of expansion of copyright protection.
Although it is possible that the United States Supreme
Court will hear an appeal in one of these cases, it appears
unlikely because this trend seems to be consistent with the
intent of Congress when it passed the DMCA.

Jordan M. Blanke
Mercer University




