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Court synchronizes requirement
for false-advertising claims

n March 25, the U.S.

Supreme Court de-

cided Lexmark Inter-

national Inc. v. Static

Control Components
Inc. in a unanimous decision by
Justice Antonin G. Scalia that set-
tled a three-way circuit split over
the framework for determining a
party’s standing to sue for false-
advertising under Section 43(a) of
the Lanham Act.

Casting aside the three existing
standards, the Supreme Court
synchronized this area of law, ef-
fectively eliminating the incentive
for forum-shopping that previous-
ly plagued false-adverting claims.

The Supreme Court’s decision
marked the culmination of a
lengthy dispute between Lexmark
International Inc., a well-known
manufacturer of printers and
printer cartridges, and Static
Control Components Inc., a com-
pany that sells the components
necessary to remanufacture Lex-
mark cartridges.

The crux of the parties’ dispute
centered on Static Control’s de-
velopment of a cartridge mi-
crochip that mimicked Lexmark’s
microchip and enabled cartridge
remanufacturers to refill and re-
sell certain Lexmark toner car-
tridges, allegedly in violation of
Lexmark’s terms and intellectual
property. In response, Lexmark
sent letters to many of Static Con-
trol’s customers indicating that it
was illegal to use Static Control’s
products to refurbish and resell
Lexmark cartridges.

In December 2002, Lexmark
sued Static Control for copyright
infringement of two computer
programs on its cartridge mi-
crochip. Static Control counter-
claimed for antitrust violations
and for false advertising under
the Lanham Act. On the issue of
false advertising, Static Control
alleged that, as a direct result of

misrepresentations in the letters
Lexmark sent to its customers,
Static Control lost sales and its
business reputation was dam-
aged.

Over the next several years, the
parties lost their respective intel-
lectual property and antitrust
claims. Static Control also initially
lost its false advertising claim on
the basis that it lacked standing.
However, in August 2012, the 6th
U.S. Circuit Court of Appeals re-
versed the trial court and held
that Static Control had sufficient
standing to bring a false adver-
tising claim against Lexmark.

In its opinion, the 6th Circuit
grappled with the circuit split and
highlighted the potentially dis-
parate outcomes based on the
three conflicting standards. Of the
existing standards, the 6th Circuit
adopted the 2nd
Circuit’s “reason-
able interest” test
under which a
Lanham Act plain-
tiff has standing if
it can demonstrate
a reasonable interest to be pro-
tected against the alleged false ad-
vertising and a reasonable basis
for believing that the alleged false
advertising will damage that in-
terest.

The 6th Circuit declined to
adopt the categorical approach
applied by 7th, 9th and 10th cir-
cuits under which a Lanham Act
false-advertising claim may be
brought only by a direct competi-
tor. The 6th Circuit also rebuffed
the multifaceted approach fol-
lowed by the 3rd, 5th, 8th and 11th
circuits under which the criteria
used to determine standing for
Sherman Act antitrust violations
are applied to determine standing
for Lanham Act false-advertising
claims.

The Supreme Court affirmed
the 6th Circuit but, in doing so,
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rejected each of the three existing
standards. Instead, the Supreme
Court established its own “zone of
interests” test based on the statu-
tory intent of the Lanham Act.
Under this new standard, the
plaintiff of a false-advertising
claim must plead, and ultimately
prove, (1) an injury to a commer-
cial interest in sales or business
reputation and (2) that the injury

(T)he Supreme Court established its own ‘zone
of interests’ test based on the statutory intent

of the Lanham Act.

was proximately caused by the de-
fendant’s misrepresentations. The
Supreme Court made clear that
the plaintiff and defendant need
not be direct competitors.

Applying this standard, the
Supreme Court held that Static
Control had sufficient standing for
its false-advertising claim. The
court explained that Static Con-
trol’s alleged injuries of lost sales
and damage to its business rep-
utation were commercial interests
that fall squarely within the zone
of interests protected by the Lan-
ham Act.

On the proximate cause issue,
the court found that Static Con-
trol met the requirement in two
ways. First, Static Control’s alle-
gations that Lexmark disparaged
its reputation and products by as-
serting that Static Control’s busi-

ness was illegal were sufficient to
show proximate cause.

Second, Static Control further
established proximate cause by al-
leging that its microchips were
necessary for and had no purpose
other than refurbishing Lexmark
toner cartridges. Accordingly, for
each cartridge not sold by a re-
manufacturer as a result of Lex-
mark’s disparaging statements,
Static Control alleged an equal
number of lost sales of its mi-
crochips. The court considered
this unique scenario of a 1:1 ratio
of lost sales between direct and
indirect competitors to also
demonstrate proximate cause.

While it is still too early to ob-
serve the long-term effect the
Supreme Court’s zone of interests
test will have on false-advertising
claims, it is clear that this syn-
chronous stan-
dard will obvi-
ate the incentive
to forum shop,
which was com-
monplace under
the three-way
circuit split.

Some have predicted an in-
crease in the number of false-ad-
vertising claims brought by indi-
rect competitors, particularly in
the 7th, 9th and 10th circuits,
which previously allowed claims
only by direct competitors. In con-
trast, others have suggested that
the proximate cause element im-
posed by the Supreme Court may
actually reduce the number of
plaintiffs with standing, especially
in jurisdictions that previously im-
posed a broader test.

Ultimately, the new standard
brings clarity to a formerly neb-
ulous issue of law, eliminates un-
certainty on the standing issue
and will likely reduce the asso-
ciated litigation costs, thus, mak-
ing it beneficial to plaintiffs and
defendants alike.
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