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INTHE UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

KJ KOREA, INC,
d/b/a HEALTH KOREA, and
YOUNG KI EUN, individually

Plaintiffs,
CASE NO.: 13 CV 6902
2
Judge Robert M. Dow, Jr.
HEALTH KOREA, INC., and
KAY PARK, individually

~r o~ T O O

Defendants.

MEMORANDUM OPINION AND ORDER

Plaintiffs KJ Korea, Inc(“KJ Korea”) and Young Ki Eun filed their complaint against
Defendants Health Korea, In¢Health Korea”)and Kay Parkalleging Trademark Infringement
(Count I) and Unfair Competition (Count Il) under the Lanham; Aiitfair Competition in
violation of lllinois’s Uniform Deceptive Trade Practices A€ount IIl); Unfair Competition in
violation of lllinois’s Consumer Fraud and Deceptive Business Practicés(@ount V)
Common Law Trademark Infringement (Coun); ommon Lav Unfair Competition (Count
VI); and Unjust Enrichment (Count VII). Defendants méwedismissal under Federal Rule of
Civil Procedure 12(b)(6) on all countsFor the reasons stated below, the Cadenies
Defendantsimotion to dismiss [16] in its entirety.

l. Background*

! For the purposes of Defendantimotionsto dismiss, the Court assumes as true all -plethded
allegations set forth in tremendedcomplaint. SeeKillingsworth v. HSBC Bank Nevada, N.A07 F.3d
614, 618 (7th Cir. 2007).
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The omplaint alleges that, since 2008, Plaintiffave sold rutritional supplements
massage instrumentnd other healtproductsin association with three marka] of which read

“Health Korea” in Koran or both Korean and Englis&eeCompl. at J 15°

Plaintiffs allege that they own thfirst mark, “& A A 2|0},” under the Lanham Act.

Compl. at 1 13, 15; Exh..AThis markis registered in the Supplemental Register of the U.S.
Patent and Trademark Office (“U.S.P.T.O”) witlRagistration Mmber 0f3,968,033 hereafter
“the ‘033 MarK). Compl. at 11 13, 15; Compl. Exh. A.

The complaintalleges that Plaintiffsown the second markHEALTH KOREA,” under
lllinois common law. Compl. at | 15.This markhas no pending application or registration with
theU.S. P.T.O.Seeid.

The complaint further alleges that Plaintiffs own the third mark

81 A 3 2o}

NYSTETTIZS | under lllinois common lawld. at 1 14, 15. This marlks allegedly

in the application stage befotee U.S. P.T.O.with a Serial Number 8604069(hereafterthe
“691 Mark”). Id.

Plaintiffs allege thatsince 2008they have sold goods and services, including massage
apparatuses and nutritional supplements, in associationthgitinreenarks in California, where
they now own four retail storedd. at I 16. Plaintiffs allege th& since May 2009they have
spentmore tharone million dollars advertisinthesegoods and services association with their
three marks in Chicago and nationwide through various television channels, including but not

limited to The Asia Network, In, SBS International, and Television Koreh hc. Id. at Y 17

2 At times Defendants characterizdaiftiffs’ claims asinvolving two marks rathethan three the
complaint alleges three so the Court assumes for purposes of this opatidinetle are three marks at
issue.



18. According to the complaint, plaintifisave sold and shipped goods, including massagers and
nutritional supplements, with teethree marks to various retailers and distributors irc&jo
since at least as early as November 201d.. at § 19. They allege that, as a result of five
continuous years of advertising, sales and promotions of goods and serviceseakgottiahe
three marks, all three marks have acquired secondary meaniregUnited Statesld. at I 20.
Plaintiffs allege thaDefendants have knowingly violated Plaintifisghts to the three

marks in two ways. First, they haveallegedly operatd a retail store namednd labeled

e ——

published newspaper advertisematisplayingthe Englishwords ‘HEALTH KOREA.” Id. at

in Chicago since 2013ld. at { 36. Second, Defendants haaegedly

37.

Plaintiffs allege thatprior to openingthe storein Cook County Defendant Kay Park
visitedtwo of KJ Korea’s retail storeim Los Angeles.ld. at fll 27-28. While in the stores, she
allegedly observed Plaintiffs’ three marks in connection with massagers aridomalt
supplements as well as the store layout, the display and merchandiseraerangad the store
ambiance. Id. During subsequent conversations between Defendant Kay Park and KJ Korea’s
marketing director, Defendant Kay PaaKegedly stated that she had learned &{EALTH
KOREA” through televised advertisements on SBS in Chicago and that her research showed that
the mark “HEALTH KOREA” was well recognized and popular in the Korean camtsuld.
at 1T 3631. According to Plaintiffs, Be stated that any products and servicesiigpahe
“HEALTH KOREA” trademark/service mark would be successful and statedskieatherefore

intended to use the mark in her new stdok.



The omplaint alleges that KJ Korea’s marketing director “clearly told Defanag
Park that she cannotaithe trademark ‘HEALTH KOREA' in any forirand that the ‘033 Mark
was federally registered trademarkid. at {32. Plaintiffs furtherallege that the marketing
directorsent an email tothe sameeffecton July 29, 2013.Id. On August 14, 2013, Defendant
Kay Parkallegedlyreplied to the email, stating that she nevertheless intended to name her new
business “HEALTH KOREA” and that she would not remdkre storefront sign markeatith
this same nameld. at 1 34. Plaintiffs allege that thenarketing director replied viamail that
same day, again stating that Defendant Kk “cannot use ‘HEALTH KOREA™ and
requesting that shenbt open the new retail store using the mark ‘HEALTH KOREAd: at
35.

Plaintiffs allege that theiattorney sent a letter demanding that Defendants cease and
desist fromusinginfringing marks that would likely cause confusiaith Plaintiffs’ registered
‘033 Mark andts common law trademarkdd. at  37. They allege that Defendants ignored the
letter, that they continu¢o use at least one infringing mankth full knowledge of Plaintiffs
federal and common law rights, and that treg knowingly and intentionally trading on
Plaintiffs’ goodwill and reputatianld. at il 39 40.

The omplaintfurther states that PlaintiffShave evidence of actual confusion since the
Defendants’ use of allegedly infringing marksid. at § 41. The complaint itself does not,
however, include this evidenc®laintiffs additionallyallege that theyave and will continue to
suffer damages given Defendants’ intent to continue the infringing lactst 11 4346.

Plaintiffs claim that these activities violatkeir rights to the three maskunderthe
Lanham Act,state unfair competition statutesdlllinois common law. Specifically, Plaintiffs

claim Trademark Infringement under 15 U.S.C. § 1114 (Courtfair Competitionunder 15



U.S.C. 8§ 1125Count Il); Unfair Competition in violation of Illinois’s Uniform Deceptive Tead
Practices Act815 Ill. Comp. Stat. 510/Count IIl); Unfair Competition in violation of Illinois’s
Consumer Fraud and Deceptive Business Practices Act, 815 Ill. Comp. Stat(Gasit 1V);
Common Law Trademark Infringement (Count V); Common Law Unfair Conet{Court
VI); and Unjust Enrichment (Count VIl).Defendants move to dismiss Plaintiffs’ complaint
under Federal Rule of Civil Procedure Rule 12(b)(6).
. Legal Standard On Motion To Dismiss

The purpose of a Rule 12(b)(6) motion to dismiss is not to decide the merits of the case; a
Rule 12(b)(6) motion tests the sufficiency of the complai@ibson v. City of Chi.910 F.2d
1510, 1520 (7th Cir. 1990). As previously noteekviewing a motiorto dismiss under Rule
12(b)(6), the Court takes as true alctfual allegations in Plaintiffgomplaint and draws all
reasonable inferences Inis favor. Killingsworth, 507 F.3dat 618. To survive a Rule 12(b)(6)
motion to dismiss, the claim first musbmply with Rule 8(a) by providing “a short and plain
statement of the claim showing that the pleader is entitled to relief” (Fed. RPC8¢a)(2)),
such that the defendant is given “fair notice of what the . . . claim is and the grounds upon which
it rests.” Bell Atl. Corp. v. Twombl|y550 U.S. 544, 555 (2007) (quoti@pnley v. Gibson355
U.S. 41, 47 (1957)). Second, the factual allegations in the claim must be sufficiesettheai
possibility of relief above the “speculative level,” assuming that all of Hegadions in the
complaint are trueE.E.O.C. v. Concentra Health Servs., |f96 F.3d 773, 776 (7th Cir. 2007)
(quoting Twombly 550 U.S. at 555). “A pleading that offers ‘labels and conclusions’ or a
‘formulaic recitation of the elenmés of a cause of action will not do.’Ashcroft v. Igbal 556
U.S. 662, 678 (2009) (quotinbwombly 550 U.S. at 555). However, “[s]pecific facts are not

necessary; the statement need only give the deféfalanotice of what the . .claim is and tk



grounds upon which it rests.Erickson v. Pardus551 U.S. 89, 93 (2007) (citingwvombly 550
U.S. at 555) (ellipsis in original). The Court reads the complaint and assegdasdisility as a
whole. Sed&\tkins v. City of Chj.631 F.3d 823, 832 (7th Cir. 201tJ; Scott v. City of Chil95
F.3d 950, 952 (7th Cir. 1999) (“Whether a complaint provides notice, however, is determined by
looking at the complairds a whole.”).
llI.  Analysis

Each of the claims at issue in this motion involtles same elements and proofs. See
AHP Subsidiary Holding Co. v. Stuart Hale Cb.F.3d 611, 6197th Cir. 1993)(holding that
the elements of a state unfair competition claim mirror those of federal syattademark
infringement) Spex, Inc. v. Joy of Spex, InB47 F. Supp. 567, 579 (N.D. lll. 1994) (citing
Gimix, Inc. v. JS & A Group, Ind99 F.2d 901, 908 (7th Cir. 198@)olding that “[c]aims for
unfair competition and deceptive business practices [involving trade names] brought under
lllinois statutes are to be resolved according to the principles set forth undeantiman. Act,”
and noting that “lllinois courts look to federal case law and apply the same analydate
infringement claims,” including claims of unfair competition undendlis common law)Trans
Union LLC v. Credit Research, In@42 F.Supp.2d 1029, 1038I.D. Ill. 2001) (citing AHP
Subsidiary Holding CoJ F.3dat 619) (interpretingclaimsof trademark infringement under 15
U.S.C. 8§ 1114, unfair competition under 15 U.S.C. § 1125, unfair trade practices under the
lllinois Uniform Deceptive Trade Practice Act and lllinois Consumer Fraud agckmdive
Business Practices Act, as well temdemarkinfringement and unfair competition claims under
lllinois common lawto involve the same elemehtsBecause the unjust enrichment claim is

based on trademark infringement, the Court evaluates this efadar the same standard.



To state a claim fotrademark infringement and unfair competition under all of these
theories a phintiff mustallegethat: (1)it has a protectable righh the asserted trademarks; and
(2) the defendant’'sise ofthe markis likely to cause confusionCAE, Inc. v. Clean AIEng’g,
Inc., 267 F.3d 660, 6734 (7th Cir. 200}, Packman v. Chicago Tribune C@67 F.3d 628, 638
n.8 (7th Cir. 2001).

Defendantsagree that these elements apply to all claims exxelatim of common law
unfair competitionCount VI). Defs.” Mot.to Dismiss at 6.Specifically, Defendantargue that
underWilson v. Electro Marine Systems, |ng15 F.2d 1110 (7tRir. 1990), “the common law
of unfair competition is ‘elusive’, its elements ‘escaping definition,” and gindair competition
covers “conduct that‘shocks judicial sensibilities’ andviolates standards of commercial
morality.” Id. (citing Wilson915 F.2d at 1118).

Wilsonexplains that fu]lnfair competition originally was an extension of trademark law,
and was limited to circumstanceswhich a competitor was ‘passing off’ or ‘palming off’ the
product of another as his ownWilson 915 F.2d at 1118. linternational News Service V.
Assciated Pressthe Supreme Court “expanded the parameters of unfair competition beyond
‘palming off’ by refusing to ‘concede that the right of equitable reliebisfined to that class of
cases” Id. (citing 248 U.S. 215, 2442 (1918). Wilsonnoted hat, as the body of case law
expanded, thelements ohon-trademarkelated unfaicompetitionremained “elusivé Id. In
languagehat Defendants citethe Seventh Circumotedthat, “[n]everthelessa body of law has
evolved around the theory that at times business competitors engage in adtichy while
perhaps not actionable under other commercial tort theories, so ‘shock|s]ljsensdilities’ or
violates ‘standards of commercial moralityiat it cannot be tolerated.Td. citing (Margarete

Steiff, Inc. v. Bing215 F. 204 (D.N.Y. 1914)People ex rel. Mosk v. Nat'l Research C201
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Cal. App. 2d 765, (3d Dist. 1962)). Given that the theory of unfair competition before mowva
trademarkrelated, the Seventh Circuit Wilsonevaluated th claim keemg this anda variety
of other “admittedly subjective standardsogm the Supreme Court, the Second Circuit Kegv
York state courfsin mind.” Id. at 1119.

The Courtdisagreesthat the standard for PlaintiffsSommon lawtrademarkrelated
unfair competition claims whether the Defendants’ activitghocks judicial sensibilities” or
“violates sandards of commercial morality First, both the Seventh Circuit and the Northern
District of lllinois have interpreted claims ainfair competition brought under a trademark
infringement theory to include the samlements of trademark infringement itself. S&mix,
Inc. 699 F.2d at 901AHP Subsidiary Holding Cpl F.3dat 619; Spex, InG.847 F. Supp. at
579; andTrans UnionLLC, 142 F.Supp.2dét 1038 see alsorhompson v. SprinGreen Lawn
Care Corp, 1261Il. App. 3d 99, 113 (lll. App. Ct. 1984) (noting that “the same set of facts and
circumstances may be used to support a claim for both trademark infringenaeninfair
competition, and a finding in favor of the former claim typically resuitsaa finding for the
latter”). SecondWilsonis inapposite; to the extent that it even applied this standard, it @ so
the context of arunfair competition clainthat was unrelated to trademarkringement—the
traditional focus of unfair competition law.

Defendantsarguments for dismissal fall within thregeneralcategories. They argue,
first, thatPlaintiffs lack a protectable right in the asserted trademasksoml, that Defendants
marks are unlikelyo cause confusiowith Plaintiffs’ marks;and, third, that Defendanshould
prevail under a fair use defensone of these arguments pre\atikthis stage of the litigation

A. Protectable Right



A plaintiff can allege that its mark is protectable in several ways. First, it can alige th
the mark is registered in tHg.S. P.T.Os Principal Register.Registration of a mark in the
Principal Register isprima facie evidence of thealidity of the registered mark[s] * * *, of the
owner’s ownershipof the mark[s], and of the owner’s exclusive right to tise registered
mark[s] in commerce on or in connection with the goods * * * specified in the catiff¢ *.”
15 U.S.C. § 1057(b).

By contrast, amark registered in the Supplemental Register is not entitled to this
presumption of validity because it is only “capable” of becoming a trademark.S16..§ 1094.
Similarly, where a mark is unregistered with the U.S.P.T.O, “the burden eeaa@mant * * *
to establish that it is entitled to protection under § 43(a) of the Lanham R&itfinum Home
Mortg. Corp. v. Platinum Fin. Group, Inc149 F.3d 722, 727 (7th Cir. 1998) (citiMil—-Mar
Shoe Co., Inc. v. Shonac Corp5 F.3d 1153, 1156 (7th Cir. 1996)).

Where a mark is registered in the Supplemental Register or is unregistefPéantiff
maystate a claim for trademark infringement and unfair competition by shdahétghe mark is
protectable based on the degree of itdirdiiveness. The level of trademark protection
available generally corresponds to the distinctiveness of the mRtktinum Home Mortg.
Corp,, 149 F.3dat 727 (7th Cir. 1998) (citingTwo Pesos, Inc. v. Taco Cabana, J&05 U.S.
763, 767-68 (1992).

Marks are classified into five categories of increasing distinctiverf@ygeneric, (2)
descriptive, (3) suggestive, (4) arbitrary, and (5) fancifalatinum Home Mortg. Corpl149
F.3d at 727 (citing Two Pesos, Inc505 U.S. at 7668). A generic tem is “one that is
commonly used and does not identify any particular source and, therefore, is thed emtany

trademark protection.’ld. (citing Liquid Controls Corp. v. Liquid Control Corp802 F.2d 934,



936 (7th Cir.1986). A descriptive mark “sleribes the ingredients, qualities, or characteristics
of an article of trade or a service.Td. (citing Liquid Controls Corp802 F.2d at 936 (quoting
M.B.H. Enters. v. WOKY, In®633 F.2d 50, 54 (7th Cil.980)). Generally,“it is not protected
as atrademark because a merely descriptive markgea means of distinguishing oneusce
of services from anothet.ld. (citations and quotations omitted).

A descriptive mark may, however, receive trademark protection if it acquirestsego
meaningin the collective consciousness of the relevant commdunityd. (citations and
guotationsomitted). Secondary meaning ig'‘mental associatiom buyers’ minds between the
alleged mark and a single source of the produBatckman 267 F.3d at 641 It exists when a
mark “has been used so long and so exclusively by one company in associationgeitialst®r
services that the word or phrase has come to mean that those goods or servicesmgathngsc
trademark.” Id. Secondary meaning can be establistiebugh ‘tirect consumer testimony,
consumer surveys, length and manner of use, amount and manner of advertising, volume of
sales, place in the market, and evidence of intentional copyidg(titation omitted).

Finally, suggestive, arbitrary, or fancifuharksare “automatically entitled to trademark
protection because they are inherently distinctivd.”(citing Two Pesos505 U.S. at 767—-68).

Defendants seek dismissal by arguing that Plaintiffs’ marks are merelyptigec In
arguing that the ‘033 Mark is not protectable, for example, Defendants contend]tteatvirds
health and Korea merely describe the quality of the goods being sold by Rldintiff [and] it
would be unfair for Plaintiffs to be awarded exclusive use of health and Kodessdabe the
goods they are selling to the exclusion of all other business that likewls¢ossell Korean
health related products and supplements.” Defs.” Mot. to Dismiss at 4. Deferdfdititsally

argue that Plaintiffsallegations “do not estabh any secondary meaningld. at 6.

10



Plaintiffs’ allegations regarding protectability are sufficient to survive Defastan
motion to dismiss. The @mplaint expressly alleges that its marks have developed secondary
meaning. Complat  20. Its relevant factual allegations fall undero of the seven ways of
demonstrating secondanyeanindisted above. Selackman267 F.3d at 641.

First, the @mplaint addressdbe amount and manner of advertisingallegesthat,over
the last five yearghethree marks have acquired secondary meathirayigh the promotion and
saleof associatedjoods and servicesationwideand throughadvertisements online and on at
least three Korean television channels, which have cost over one million d&ianspl. at 1
18,20. Secondhe omplaintalso allgesintentional copying; it states thBefendant Kay Park
told KJ Korea’s marketing director that she had learned of “HEALTH KORHE#ough
televised dvertisements on SBS in Chicagbat her research showed that the mark “HEALTH
KOREA” was well recograed and popular in the Korean communtityat she believedany
products and services bearing the “HEALTH KOREA” trademark/service mankidwbe
successfyland that she therefore intendedis® the mark in her new storkl. at 1 3631.

These allegabns regarding protectability providéair notice of what the * * * claim is
and the grounds upon which it restsErickson 551 U.S.at 93 (citing Twombly 550 U.S. at
555) (ellipsis in original). They are alssufficient to raise the possibility of relief above the
“speculative level,” assumintpey aretrue. E.E.O.C, 496 F.3dat 776 (quotingTwombly 550
U.S. at 555). To the extentthat Defendants argue that these allegations are insufficient to
establish potectability, their argument is premature amsbre appropriate t@ motion for
summary judgment.

B. Likelihood of Causing Confusion

11



Courts in the Seventh Circuit analyze the likelihood of confusion under a-fs®ten
test: “(1) similarity between the marks in appearance and suggestion; (2)riginofathe
products; (3) area and manner of concurrent use; (4) degree of care likely to bgedxeyci
consumers; (5) strength of the plaintiff's mark; (6) actual confusion; andhteht of the
defendant to “palm off” his product as that of anothd?dckman 267 F.3d at 643:'No single
factor is dispositive, and courts may assign varying weights to each of the fdepanding on
the facts presented, although, in many cases, the similarity of the markigfehdant’s intent,
and actual confusion are particularly importarit’

The complaint includefactsrelating toall but the fourth factor.Viewed together, these
factual allegations arsufficient to raise the possibility of refi above the “speculative level.
E.E.O.C, 496 F.3dat 776 (quotingTwombly 550 U.S. ab55). With respect to the first facter
similarity between marksthe complaint contends that two of Plaintiffs’ three marks and both of
Defendants’ allegedly infringing marks include the Englismdsd'Health Korea.” Compl. &
14, 36, 37. The compla also alleges that the English translation of the ‘033 Mark is “Health
Korea.” Compl. at § 9. In other words, it alleges that Plaintiffs’ and Defendaatks all share
the same meanin@ not somewhat identical appearahce

Defendantsargue that the marks an@t similarbecause the ‘033 Mark is exclusively in
Korean, while Defendants’ allegedly infringing marks are only in Englislowever, courts
compare marksifi light of what happens in the marketplace, not merely by looking atvie
marks sideby-side.” Id.; Ty, Inc. v. Jones Grp., INn@237 F.3d 891, 898 (7th Cir. 200(nternal
citations and quotations omitledAlthough Defendantsargument may have merit in a future
phase of litigation, this argument does not wardismissalunder Rule 12(b)(6). Ae factual

allegations in the complairdnalyzed above under the first factme sufficient to raise¢he

12



possibility of relef above the “speculative leveE.E.O.C, 496 F.3dat 776 (quotingTwombly
550 U.S. at 555).

In examining the second factesimilarity between the produetscourts ask “whether
the products are the kind the public attributes single source."Ty, Inc, 237 F.3dat 899 The
complaint addresses this factor by allegiripat both Plaintiffs and Defendantsogduce
nutritional supplementsnassage apparatusesdhealth food products iassociatiorwith their
respective marksCompl. aff[112, 19, 26, 50.

Under the third facterarea andnanner of concurrent usecourts assess “whether there
is a relationship in use, promotion, distribution, or sales between the goods or sehtloes
parties” Ty, Inc, 237 F.3dat 900 (internal citations anduotation marks omitted). Courts may
consider “the relative geographical distribution areas * * * whether there esugience of
direct competition between the products * * * whether the products are sold to consumers in the
same type of store * * * whether the products are sold in the similar section ofcalpadtore
** * and whether the product is sold through the same marketing chantels.”

The omplaintaddresses this factor by allegitigat both Plaintiffs and Defendants sell
their products, including nutritional supplents, in the Chicagoland areaSpecifically, it
alleges that Plaintiffs have advertised their products nationwide, including gagohithrough
several Korean television stations and online. Comgl1at It also allges that Riintiffs have
sold and shipped goods, including nutritional productsietailersand distributors in Chicago
since at least as early as November 20Qampl. at] 19. Lastly, italleges that Defendants have
operated a retail store selling similar nutritional products in Chicago Aungest 2013.Compl.

at 11 26, 36, 37,40.

13



In evaluating thefifth factor—strength of the plaintiff's marcourts examinéthe
distinctiveness of the mark, or more preciselytetsdency to identify the goods sold under the
mark as emanating from a particufar* source.” Eli Lilly & Co. v. Natural Answers, Inc233
F.3d 456, 464 (7th Cir. 2000¥A Ithough evidence of actual confusion, if available, is entitled to
substantibweight in the likelihood of confsion analysisthis evidence is not required to prove
that alikelihood of confusion exists."CAE, Inc, 267 F.3dat 685 (citations omitted).Plaintiffs
allegethat, over the last five yearsheir marks have acquiresecondary meanintprough the
promotion and sal®ef associatedjoods and services nationwide and through more than one
million dollarsworth of advertisementsan allegation that suggests an increasingly strong
mark Compl.at 11118, 20.

Underthe sixth factor—actual confusion-courts look to “the confusion of reasonable
and prudent consumers, and not confusion among sophisticated members of * * * industry.”
Platinum Home Mortgage Corpl49 F.3dat 729 Thecomplaint alleges thalaintiffs “have
evidence of actual confusion” without providing any specific fa@efendants emphasize this
lack of specific factshowing actual consumer confusimnarguing for dismissalHowever,the
absence of factual allegatiodemonstratingictual confuginis not dispositive of the likelihood
of confusion. Packman 267 F.3d at 643 [o single factor is dispositive, and courts may assign
varying weights to each of the factors depending on the facts prege@A&, Inc, 267 F.3d at
685 (“Althoughevidence of actual confusion, if available, is entitled to substantial weight in the
likelihood of confusion analysi$ * * this evidence is not required to prove that a likelihood of
confusion existy (citations omitted) Moreover, in a complaint,“[s]pecific facts are not

necessary; the statement need only give the deféfalanotice of what the . .claim is and the

14



grounds upon which it rests.’'Erickson 551 U.S. at 93citing Twombly 550 U.S. at 555)
(ellipsis in original).

Under the sevehtfactor—intent of the defendant to “palm off” his prodws that of
another—eourts“look[] primarily for evidence that the defendants are attempting to ‘pass off’
their products as having come from the plaintiffackman 267 F.3dat 644 Plaintiffs allege
that DefendanKay Parktold KJ Korea’s marketing directdhat she had learned of “HEALTH
KOREA'’ through televised advertisements on SBS in Chictngd,her research showed that the
mark “HEALTH KOREA” was well recognized amubpular in the Korean communitthat she
believedany products and services bearing the “HEALTH KOREA” trademark/servick ma
would be successfudnd that she thereforesedthe mark in her new starelespite Plaintiffs’
multiple objections Id. at 1 3631.

Defendants additionally argue that confusion is unlikely becthesparties have distinct
markets, product lines, and advertising channefsrst, Defendants argue thaaside from
nutritional supplements, the parties’ product lines geaerallydistinct; they argue that the
complaint does not allege that Defendants sell “the exact same goods anessasviaintiffs.”
Defendants misconstrue this aspect of the likelihood of confusion test. Plaiegfisnot allege
that both businesses sell identical goods and services. They need onlynaitege commonly
sold products are similar enough that “the public attributes [these products] tonthemarce.”
Ty, Inc, 237 F.3cat 899

Second the motion to disms contendghat Plaintiffs and Defendants’ markets are
distinct; Plaintiffs’ stores are located in California while Defendants’ storéodated in
Chicagoland. This argument ignores Plaintiffs’ allegations that they tegveationwide and

ship their products to Chicagdlo theextent that Defendants argue that Plaintiffs’ presence in

15



the Chicago market is insufficient to make confusion likely, their argumerg tmehe
sufficiency of the proof rather than the sufficiency of the pleadingsabetter suited to a motion
for sumnary judgment.

Lastly, Defendantseek dismissal bgarguing that Plaintiffs fail to allege that Defendants
have soldproductsbearing Plaintiffs’ marks. Rather, Plaintiffs allege that Defendasitse
name and labelllegedly infringes Plaintiffs’ marks.

Defendants cite no case law in emphasizing the distinction between marking aesta
as opposed to productsMoreover, thisargumentignores fundamentgbrinciples underlying
trademark law, which the Seventh Circuit characterizes as follows:

Tradenarks help consumers to select goods. By identifying the source of the

goods, they convey valuable information to consumers at lower costs. Easily

identified trademarks reduce the costs consumers incur in searching faheshat

desire, and the lower the costs of search the more competitive the market. A

trademark also may induce the supplier of goods to make higher quality products

and to adhere to a consistent level of quality. The trademark is a valuable asset,
part of the “goodwill” of a business. If tlseller provides an inconsistent level of
quality, or reduces quality below what consumers expect from earlier exqggrien

that reduces the value of the trademark. The value of a trademark is in a sense a

“hostage” of consumers; if the seller disappoints the consumers, they respond by

devaluing the trademark. The existence of this hostage gives the selleeranot

incentive to afford consumers the quality of goods they prefer and expect.
Scandia Down Corp. v. Euroquilt, Inc7,72 F.2d 1423, 14290 (7th Cir. 1985)(footnote
omitted).

In other words, the likelihood of confusion test focuses not on whether the parties sell
products bearing the same mark, but whether the parties’ use of those marksniudiec
consumers as to theourceof goods and services Trademark lawaimsto avoid confusion
regardingsource becausié would increase consumers’ search costs, reducing market demand,

and disincentivize suppliers from investing in quality, creating a lesgpettive market. An

infringing mark on store signage or in newspaper advertisements could create justla

16



consumer confusion as an infringing mark physically imprinted on a product itselbrdirogly,
this distinction does not justify dismissal.
c. Fair Use Defense

Defendants argu@r the first timein their reply brief that they should prevail under a fair
use defense.“[A] plaintiff is not required to negate an affirmative defense in his complaint.”
Tregenza v. Great Am. Commc'ns,d@ F.3d 717, 718 (7th Cir. 1993) (citiGpmez v. Toledo,
446U.S.635, 640 (1980)) Accordingly,the Court declines to dismiss the complaint on fair use
grounds.
I1l.  Conclusion

For the foregoing reasonthe CourtdeniesDefendants’ motion to dismiss all counts

[16].

Dated:September 2, 2014

Robert M. Dow, Jr.
United States District Judge
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