
INTELLECTUAL PROPERTY

During the survey period a majority of the Fifth Circuit's deci-
sions involving copyrights, patents, trademarks, and other intellec-
tual property were delivered within the perimeters of previously
settled law. The court did, however, decide what it termed an inter-
esting and unusual trademark dispute. Accordingly, this section
will focus on that decision and its possible implications.

I. THE EXTRATERRITORIAL REACH OF THE LANHAM ACT

The Lanham Act,' passed by Congress in 1946, regulates the
registration and use of trademarks in United States commerce.2 The
basic purpose of the Act is to protect trademarks and repress unfair
competition.' During the survey period, the Fifth Circuit in Ameri-
can Rice, Inc. v. Arkansas Rice Growers Cooperative Association4 ex-
plored the extraterritorial application of the Act.

American Rice involved two American cooperatives, both of
which sold rice in Saudi Arabia.5 The plaintiff, American Rice, Inc.
(ARI), held approximately seventy-three percent of the Saudi rice
market.6 The defendant, Arkansas Rice, although the largest pro-
ducer of rice in the United States, held only a small percentage of

1. 15 U.S.C. §§ 1051-1127 (1982).
2. Trademark is defined by the Act as follows: "The term 'trademark' includes any

word, name, symbol, or device or any combination thereof adopted and used by a manufac-
turer or merchant to identify his goods and distinguish them from those manufactured or
sold by others." Id § 1127.

3. See Rogers, Introduction to D. ROBERT, THE NEW TRADE-MARK MANUAL at xiii
(1947). A more explicit purpose of the Lanham Act is stated in the Act itself-

The intent of this Act is to regulate commerce within the control of Congress by
making actionable the deceptive and misleading use of marks in such commerce; to
protect registered marks used in such commerce from interference by State, or ter-
ritorial legislation; to protect persons engaged in such commerce against unfair
competition; to prevent fraud and deception in such commerce by the use of repro-
ductions, copies, counterfeits, or colorable imitations of registered marks; and to
provide rights and remedies stipulated by treaties and conventions respecting
trade-marks, trade names, and unfair competition entered into between the United
States and foreign nations.

15 U.S.C. § 1127 (1982).
4. 701 F.2d 408 (5th Cir. Mar. 1983).
5. Id at 410.
6. Id
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the Saudi rice market.7 Additionally, the plaintiff traded for a
longer time in the Saudi market than did the defendant. 8 Their dis-
pute focused on the similarity of each company's design marks
which were featured on the bags in which the rice was marketed. 9

Although neither company obtained trademark registration of the
disputed mark in Saudi Arabia, ARI owned two federal registra-
tions and a Texas registration of its mark.10 Consequently, ARI
filed suit alleging trademark infringement in violation of the Lan-
ham Act and sought preliminary and permanent injunctive relief,
lost profits, damages, and costs. "1

Evidence introduced at the preliminary injunction hearing in-
dicated that Saudi Arabian merchants, longshoremen, and consum-
ers occasionally confused the two brands of rice. 12 Additionally,
there was evidence presented that the defendant's bags were ac-
cidently shipped to one of the plaintiff's merchants and mixed with
the plaintiff's rice. 13 Accordingly, the district court issued an injunc-
tion prohibiting Arkansas Rice from using the similar "mark di-
rectly or indirectly, in any manner, in connection with its rice sales,

"914packaging, exportation and promotion ....
On appeal, the defendant contended that the district court erred

as a matter of law in finding that it had jurisdiction to issue an in-
junction under the Lanham Act.'5 Specifically, the defendant ar-
gued that the district court lacked power to grant injunctive relief

7. Id
8. Id
9. Id at 411. The plaintiff's mark featured the head and torso of a young oriental

woman holding a bowl of rice and chopsticks in a color combination of red, yellow and
black. The words "Abu Bint," meaning girl brand, were printed in Arabic script at the top
of the mark. The defendant's mark also contained a girl pictured from the waist up in the
color combination of red, yellow and black. The defendant had different brand names at
different times including "Abu Binten" or twin girl, "Bint-al-Arab" or daughter of the
Arabs, and another variety of rice translated to mean Gulf Girl. Id

10. Id At the time of the injunctive order, the plaintiff owned two federal registrations
for the girl design trademark and a Texas trademark registration in both English and Arabic
for the mark "Abu Bint." Id

11. Id at 412. ARI also alleged trademark infringement in violation of the common
law, false designations of origin in violation of 15 U.S.C. § 1125(a) (1982), and deceptive
trade violations of the Texas Deceptive Trade Practice Act, TEX. Bus. & COM. CODE ANN.
§§ 17.41-.63 (Vernon Supp. 1980-1981). 701 F.2d at 412.

12. 701 F.2d at 412.
13. Id
14. American Rice, Inc. v. Arkansas Rice Growers Coop. Ass'n, 532 F. Supp. 1376,

1391 (S.D. Tex. 1982), aft'd, 701 F.2d 408 (5th Cir. Mar. 1983).
15. 701 F.2d at 412. The defendant also contended that the district court erred in hold-
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because the ultimate sale of its rice occurred on foreign soil and
none of the products ultimately reentered the United States.' 6

Moreover, the defendant argued that its acts were lawful in Saudi
Arabia, and therefore, the injunction interfered with the laws of an-
other nation and was contrary to the principles of international
comity.' 7 The Fifth Circuit rejected these arguments and upheld the
district court's injunction.'"

Initially, the court determined that federal courts have the
power under the Lanham Act to award relief for trademark in-
fringement committed abroad. 9 Next, the court listed the factors to
be considered and balanced before a court may award such relief.20

The court concluded that those factors, present in this case, weighed
in favor of the issuance of the injunction.2'

Central to the Fifth Circuit's decision that federal courts may
exercise jurisdiction under the Lanham Act to entertain an infringe-
ment action involving commerce between the United States and a
foreign market was the holding in Steele v. Bulova Watch Co. 22 In
Bulova the United States Supreme Court held that Congress could
constitutionally regulate the foreign activities of American citi-
zens.23 The Court further found that the legislative history of the
Lanham Act revealed a congressional intent to exercise regulatory
power to the fullest.24 Upon deciding that Bulova represented the
proposition that a federal court "has jurisdiction to award relief to
an American corporation against acts of trademark infringement
and unfair competition consummated in a foreign country by a citi-
zen and resident of the United States, 25 the Fifth Circuit focused
on the factors necessary to support the exercise of this extraterrito-
rial jurisdiction.

The court listed the citizenship of the defendant, the effect on
United States commerce, and the existence of a conffict with foreign

hmg the doctrine of forum non conveniens inapplicable. Id The Fifth Circuit rejected this
argument; however, discussion of this contention is beyond the scope of this article.

16. Id at 414.
17. Id at 415.
18. Id at 415-18.
19. Id at 413.
20. Id at 414.
21. Id at 414-15.
22. 344 U.S. 280 (1952).
23. Id at 289.
24. Id at 285-87.
25. 701 F.2d at 413 (citing Steele v. Bulova Watch Co., 344 U.S. 280, 281 (1952)).
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law as the primary elements to be considered before exercising juris-
diction.26 Noting that the defendant was an american corporation,
the court stated that the corporation's activities had "more than an
insignificant effect on United States commerce. ' 27 Reasoning fur-
ther, the court stated that the processing and packaging of the rice in
the United States as well as its transportation and distribution, are
all activities within commerce. 28 Merely the fact that consummation
of the unlawful activity occurred on foreign soil offered no relief to
the defendant. 29 The opinion further noted that there was no re-
quirement that the defendant's products bearing the infringing
marks reenter the United States at some future point in time in or-
der to affect United States commerce. 30 The court also rejected the
defendant's argument that the injunction interfered with the laws of
Saudi Arabia in that the defendant had not established a legal right
of use superior to that of the plaintiffs in Saudi Arabia.3 1

The Fifth Circuit's reasoning in this decision is sound. The
Supreme Court's decision in Buloia left little doubt that under the
Lanham Act, federal courts can regulate the foreign commercial ac-
tivity of American citizens. However, the Fifth Circuit is at odds
with at least one other circuit as to the manner in which it applied
Bulova.32 According to the Second Circuit in Vanity FairMfills v. T

26. 701 F.2d at 414. The court noted that the Ninth Circuit had expanded the list of
factors to include:

[T]he extent to which enforcement by either state can be expected to achieve com-
pliance, the relative significance of effects on the United States as compared with
those elsewhere, the extent to which there is explicit purpose to harm or affect
American commerce, the foreseeability of such effect, and the relative importance
to the violations charged of conduct within the United States as compared with
conduct abroad.

Id at 414 n.9 (quoting Wells Fargo & Co. v. Wells Fargo Express Co., 556 F.2d 406, 428-29
(9th Cir. 1977)).

27. 701 F.2d at 414.
28. Id
29. Id at 415.
30. Id (citing Paco Rabanne, Etc. v. Norco Enters., 680 F.2d 891 (2d Cir. 1982)).
31. 701 F.2d at 415. The court stated that:
Absent a determination by a Saudi court that Riceland [defendant] has a legal
right to use its marks, and that those marks do not infringe ARI's Abu Bint mark,
we are unable to conclude that it would be an affront to Saudi sovereignty or law if
we affirm the district court's injunction prohibiting the defendant from injuring the
plaintiff s Saudi Arabian commerce conducted from the United States.

Id at 415-16.
32. Id at 414 n.8.
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Eaton Co. ,33 Bulova requires a substantial effect on United States
commerce before contacts and interests of the United States are suf-
ficient to support the exercise of extraterritorial jurisdiction.34 The
Fifth Circuit, however, observed that "some effect may be sufficient"
to support an exercise of this type of jurisdiction. 35 Agreeing with
the Ninth Circuit's interpretation of Bulova, the court noted that the
substantiality test originated in an effort to distinguish between in-
trastate commerce, which Congress cannot regulate as such, and in-
terstate commerce, which it can control.36 Therefore, it would be
unwise to apply this same standard to the area of foreign commerce
over which Congress has exclusive authority. 37 By only requiring
some effect on United States commerce, the Fifth Circuit facilitated
the efforts of parties to invoke a federal court's jurisdiction for viola-
tions of the Lanham Act in order to protect a trademark owner from
the misappropriation of the trademark's goodwill. As the court's
holding in American Rice indicates, this protection should be given
regardless of where the final infringing activity takes place.

II. CONCLUSION

By sustaining the extraterritorial reach of the Lanham Act, the
Fifth Circuit allowed greater protection for trademark owners in the
United States. The weight of authority is now heavier against those
who would try to avoid this country's trademark laws by consum-
mating the piracy and misappropriation of a registered trademark's
goodwill in a foreign country. While affirming the extension of the
Lanham Act to violations abroad, the Fifth Circuit also made the
burden easier for those wronged to obtain relief by only requiring a
showing of some effect of the wrong on United States commerce.
Thus, the court's decision succeeds in enforcing the policy of trade-
mark laws in general and the Lanham Act specifically.

Nicholas S. Pappas

33. 234 F.2d 633 (2d Cir.), cert. denied, 352 U.S. 871 (1956).
34. Id at 642.
35. 701 F.2d at 414 n.8.
36. Id. (citing Wells Fargo & Co. v. Wells Fargo Express Co., 556 F.2d 406, 428 (9th

Cir. 1977)).
37. 701 F.2d at 414 n.8.
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