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What would happen in a world in which consumers suddenly saw Dupont shoes in their department stores, Buick aspirin in their local outlets of a national drugstore chain, and Kodak pianos for sale in the music store win​dows? In all likelihood, they would not be confused by these new products; logic would dictate that Dupont, the giant chemical company had not entered the shoe mar​ket, that Buick, as a result of softening profits, had not decided to expand its product line to include aspirin, and that Kodak, in an effort to “freshen its camera business, had not chosen to place its well-known mark on pianos. Consumers, in all probability, would, understand that these new products, sold under well-known and familiar marks, did not emanate from the same source as those products on which these marks have been used for decades. The uses arc just too disparate for purchasers to assume source or sponsor​ship connection between the two parties using these marks.

How, then, do companies protect their investment in their well-known marks when the traditional trademark test of likelihood of confusion does not work? The answer lies in the antidilution statutes that protect famous marks from being whittled away to valueless ‘assets.” Antidilu​tion statutes exist at both the state and federal levels. The federal statute, however, is relatively new, having been enacted in 1995 and effective since 1996.

Prior to 1996, US trademark dilution law was found only in state statutes and then only in 25 of the 50 states. In an effort to harmonize the differences between the state dilution laws, Congress enacted the Federal Trade​mark Dilution Act (FTDA) in 1995. Not surprisingly, the circuit courts have interpreted the FTDA differently and have succeeded in creating case law that harbors some of the same trademark dilution law problems that existed prior to the enactment of the FTDA.

One of the most interesting and controversial of these problems concerns the evidentiary standard required to establish dilution— ‘~likelihood of dilution” versus actual harm.

What Is Dilution?

In order to understand fully the likelihood of dilution problem, the exact nature of dilution, the purpose of the FTDA, and the requirements of the FI7DA must be dis​cussed.

The actual codification of the substantive provisions of the FTDA is found in 15 U.S.C. § 1125(c), and the defini​tion for dilution is found in 15 U.S.C. § 1127. There, the Lanham Act defines dilution as follows:

The term “dilution” means the lessening of the capacity of a famous mark to identify and distin​guish goods or services, regardless of the presence or absence of

(I)
competition between the owner of the famous mark and other parties, or

(2) likelihood of confusion, mistake, or decep​tion.

Courts have offered more colorful definitions and have, in some cases, clearly distinguished trademark dilution from trademark infringement. As the US District Court for the Southern District of New York has summarized:

Dilution is an injury that differs materially from that arising out of the orthodox confusion. Even in the absence of confusion, the potency of a mark may be debilitated by another’s use. This is the essence of dilution. Confusion leads to immediate injury while dilution is an infection, which if allowed to spread, will inevitably destroy the advertising value of the mark.1
In addition, dilution comes in more than one form. When interpreting both state antidilution statutes and the FTDA, courts generally have recognized that dilution may occur in one of two forms: by blurring and by tar​nishment. Courts recently have begun to recognize a third form of dilution in the form of cybersquatting. Each of these concepts is quite distinct and serves to prevent specific types of activities.

Blurring

Blurring arises when the unique and distinct ix e nature of the senior user’s mark is weakened. Consumet s see the plaintiffs mark applied to or used in connectP In with a variety of goods and services.

An early well-known dilution by blurring ase was Polaroid Corporation v. Polaraid, Inc.,2 which involved the mark Polaroid for optical devices, cameras, film, etc. The Seventh Circuit Court of Appeals found that the mark Polaraid for installation of refrigeration ~ind heat​ing systems diluted the mark Polaroid, which the court held was strong and entitled to protection from dilution. In a second dilution by blurring case, the US District Court for the Southern District of Georgia found that the mark Ladies’ Masters for golf tournaments infringed and diluted the mark Masters for golf tournaments.

Although the federal courts accept the concept of dilu​tion by blurring, they are not in agreement as t~ the test to determine dilution by blurring. Prior to ena~ tment of the FTDA, and when considering dilution claims based on state law statutes, most courts employed a test crafted by Judge Sweet in Mead Data Central, Inc. v. Tov ‘Ia Motor Sales Inc.,4 that required consideration of siN factors, known as the “Sweet factors”: (1) similarity of the marks, (2) similarity of the products covered by the marks, (3) sophistication of consumers, (4) predatorx intent, (5) renown of the senior mark, and (6) renown of the junior mark. In 1999, the Second Circuit decided to create a new test to determine dilution by blurring bx adding four considerations to the Mead Data test, forming an analysis with ten factors. The four additional factors were (1) actual confusion and likelihood of confusion; (2) shared consumers and geographic isolation; (3) the adjectival quality of the junior use; and (4) the interrelated factors of duration of the junior use, harm to the junior user, and delay by the senior user in bringing the action: The sec​ond of these tests, with its additional factors, resembles the test for likelihood of confusion, even detetmining whether there is actual confusion between the parties’ marks. Other courts have expressly stated that they do not accept the Sweet factors in a FTDA analx sis

Tarnishment

Dilution by tarnishment occurs when

[C]onsumer capacity to associate [a senior user’s mark] with the appropriate products or services has been diminished. The threat of tarnishment arises when the goodwill and reputation of platntiffs trademark is linked to products which are of shoddy quality or which conjure associations that clash with the associations generated by the owner’~ law​ful use of the mark.7
Tarnishment cases have included the well-known Enjoy Cocaine poster case.8 In that case, the defendant sold posters with the words “Enjoy Cocaine” in a distinctive red script identical to that used by Coca-Cola for its Enjoy Coca-Cola slogan. The US District Court for the Eastern

District of New York found that this use would tarnish

Coca-Cola, because consumers could believe that Coca-

Cola was responsible for these advertisements, which

treat “a dangerous drug in a jocular fashion.”

A second well-known dilution by tarnishment case involved the Dallas Cowboys Cheerleaders’ uniform.9 There, the Dallas Cowboys Cheerleaders sued a film​maker for an X-rated movie in which the actress was sometimes attired in a Dallas Cowboys Cheerleaders’ uni​form. The court found that the cheerleaders’ uniform was distinctive and that use of the uniform in a pornographic film tarnished the reputation enjoyed by the Cowboys Cheerleaders.

Cybersquatting

Dilution by cybersquatting occurs when one registers a domain name consisting of a mark or company name with the intent of relinquishing the domain name to the rightful owner for a price.

The Northern District of Illinois found dilution by cybersquatting in Intermatic, Inc. v. Toeppen.’0 The defen​dant in that case registered a number of domain names that corresponded to famous trademarks. He then offered to sell these domain names back to the legitimate trademark owners. One of the trademark owners, Inter​matic, brought an action for trademark infringement and trademark dilution against Toeppen for registration of the domain name intermatic.com. The court found that registration oF the domain name intermatic.com did not infringe Intermatic’s Intermatic mark but that it did dilute the famous mark

Purpose of the FTDA

As stated previously when the FTDA was enacted in 1995, only 25 states had passed legislation to protect famous marks from dilution. Congress had looked at this problem of lack of uniformity—and lack of protection in some states—in 1988 but did not enact the proposed legislation for a federal trademark dilution act.”

In 1988, when Congress first examined the lack of uni​formity and protection in some states, various problems were identified that could be remedied by the passage of a FTDA. These problems included inconsistent decisions that were considered illogical. There also was concern that the courts’ inconsistent and illogical application of the state antidilution statutes and the lack of statutes in some states created a “trademark protection vacuum in the United States.”

The problems identified and debated in the late 1980s persisted, and by 1995, they had been exacerbated by time and the US assent to the Agreement on Trade-Related Aspects of Intellectual Property Rights, including Trade in Counterfeit Goods (the TRIPs Agreement), which was part of the Uruguay Round of the General Agreement on Tariffs and Trade (GATT) Agreement. All of these concerns were finally addressed in 1995.

By 1995, in addition to the concerns xoiced in 1988, the lack of true uniformity among the 25 antidilution statutes was viewed as an increasingly problematic situation. Plaintiffs engaged in forum shopping to ensure that they could add a count of dilution to their complaint. Not only were courts issuing inconsistent decisions, as they always had, but some courts were reluctant to issue nationwide injunctions based on a finding of dilution when a signifi​cant number of states had not enacted antidilution statutes.

On an international level, it was also argued that the FTDA would enable the President to press for similar pro​tection of US companies’ famous marks in other coun​tries where antidilution statutes did not exist. In addition, by signing the TRIPs Agreement, the United States had an obligation to enact legislation to combat dilution. In fact, the Paris Convention, of which the United States is a member, also envisioned that member states would enact antidilution legislation. Thus, the enactment of the FTDA in 1995 merely allowed the United States to fulfill its international obligations.

Available Remedies

The remedies available under the FTDA resemble those available in trademark infringement actions. If a defendant’s use of a mark is found to dilute a famous mark under the FTDA, the court may issue an injunction to prevent such further use. When the defendant is found to have acted will fully and to have intended to trade on the plaintiffs reputation or cause dilution, the plaintiff is entitled to recover defendant’s profits, damages, costs, and attorneys fees, and the court may order the destruction (If the infringing articles.

A dilution claim is not limited to actions filed in the dis​trict courts; a party may plead dilution in opposition and cancellation proceedings before the Trademark Trial and Appeal Board (7FfAB). Interestingh; the FTDA, as origi​nally enacted, did not explicitly state whether opposition and cancellation proceedings at the 7VTAB could include a claim for dilution. The TIAB determined in Babson Brothers Company v. Surge Power Coiporation2 that a dilution claim under the FTDA was w )t available in an opposition or cancellation proceeding. As a result, the FIDA was specifically amended in 1999 to provide for dilution as a ground for opposition and cancellation proceedings.

With respect to remedies, the TTAB obviously does not have the authority to issue an injunction. The TFJ7AB remedies are limited to refusal to register a mark or can​cellation of a registration.

Requirements under the FTDA to Establish Dilution

When the FTDA was finally enacted in 1995, Congress adopted the following language, which can now be found in the Lanham Act:

The owner of a famous mark shall be entitled, sub​ject to the principles of equity and upon such terms as the court deems reasonable, to an injunction against another person’s commercial use in com​merce of a mark or trade name, if such use begins after the mark has become famous and causes dilu​tion of the distinctive quality of the famous mark, and to obtain such other relief as is provided in this subsection. In determining whether a mark is dis​tinctive and famous, a court may consider factors such as, but not limited to

(A)
the degree of inherent or acquired distinc​tiveness of the mark;

(B)
the duration and extent of use of the mark in connection with the goods or services with which the mark is used;

(C)
the duration and extent of advertising and publicity of the mark;

(D)
the geographical extent of the trading area in which the mark is used;

(E)
the channels of trade for the goods and ser​vices with which the mark is used;

(F)
the degree of recognition of the mark in the trading areas and channels of trade used by the mark’s owner and the person against whom the injunction is sought;

(G)
the nature and extent of use of the same or similar marks by third parties; and

(H) whether the mark was registered under the Act of March 3, 1881, or the Act of February 20, 1905, or on the principal register.13
Accordingly under the FTDA, the complaining party must meet a four-factor test. First, the complaining party must be the owner of a famous trademark. The mark does not need to be a federally registered mark; it does, however, have to be famous. The FTDA provides a list of nonexclusive factors that a court should consider when determining fame and distinctiveness.

The second factor requires that a party whose actions are eliciting a complaint be engaged in making actual, commercial use of the allegedly diluting mark. Third, such commercial use must have begun after the com​plaining party’s mark became famous. The fourth and final factor requires that this commercial use cause dilu​tion of the famous and distinctive mark on which the action is based.

Unfortunately the circuit courts are not uniform in their assessment of the FTDA requirements. Some courts state that the test consists of only four factors, as noted above.’4 The Second Circuit, however, has taken the posi​tion that there are five factors required to prox e federal trademark dilution. Under the Second Circuit’s test, the additional factor requires that the plaintiffs mark be dis​tinctive.15 This is in addition to the requirement that the mark be famous. According to the Second Circuit:

The requirement of distinctiveness is an imp )rtant limitation. ... Many famous marks are of the com​mon or quality-claiming to prominence-claiming type—such as American, National, Federal, Feder​ated, First, United, Acme, Merit, or Ace. It seems most unlikely that the statute contemplates allow​ing the holders of such common, albeit famous, marks to exclude all new entrants. That is why the statute grants that privilege only to holders I )f dis​tinctive marks. 16

At least one other circuit court, as well as the YI7XB,’7 has adopted this test.18
This difference merely underscores another problem​atic portion of the FTDA that the courts believe is open to interpretation irrespective of the congressional goal of enacting the FTDA to create uniform standards.

Famous Marks

In an effort to ensure that the courts adopted a uniform approach in addressing the issue of whether I ‘r not a mark is famous, Congress provided a list of nonexclusive factors to consider in the fame analysis.

The factors, as detailed above, are quite stiaightfor​ward. They exist in recognition of the fact that dilution is a remedy that has been termed “extraordinaiy.” The restatement recognizes the extent of the fame required of a mark in a dilution claim: “[A] trademark is sufficiently diluted by a nonconfusing use if the mark retains its source significance when encountered outside the con​text of the goods or services with which it is used by the trademark owner”19 The restatement continues and pro​vides, by way of example, that the mark Kodak only “evokes an association with cameras.” This is true when the mark is applied to cameras and when it is seen alone. In contrast, the mark Alpha could be distinctive as applied to cameras, but it would “evoke a variety of dif​ferent associations, including nothing more than the first letter of the Greek alphabet if seen apart from the specific goods and/or services to which it might be applied.” Thus, whereas Kodak functions as a famous mark, it is unlikely that Alpha, when used as a mark on any type of product or service, would ever attain a famous status.

Not surprisingly some courts have adapted the fame factors enumerated in the FTDA to suit the particular facts of the cases, and in so doing, they hax’e created a separate type of fame known as “niche” fame.

Niche fame appears in cases in which the plaintiff and defendant are operating in the same market segment. In these instances, some courts have held that a plaintiff need not prove fame in the broad, general market but only in the market in which both parties compete (i.e.,in the parties’ “niche”).20 Not all of the courts accept the con-

cept of niche fame; some courts take the position that the general public is the relevant market for a fame determi​nation.2’ The issue of niche fame has yet to be resolved by the circuit courts and serves as another example of how the FTDA has not resolved the problem of varying inter​pretations of dilution and its application.

Commercial Use

The commercial use factor of the dilution test prevents courts from enjoining speech protected by the First Amendment.

In the legislative history of the FTDA, it was noted that the broadcasting industry and the media voiced concerns over the breadth of the proposed FTDA.23 To address these concerns, the FTDA specifically limits diluting activities to commercial activities. The FTDA further pro​vides that certain activities will not be actionable under the statute. Specifically the FTDA does not apply to:

(A)
Fair use of a famous mark by another per​son in comparative commercial advertising or promotion to identify the competing goods or services of the owner of the famous mark.

(B)
Noncommercial use of a mark.

(C)
All forms of news reporting and news commentary>’4
In the context of the Internet, “commercial use” takes on new and interesting problems. In the Intermatic case, for example, the defendant only displayed a map of Champaign-Urbana, Illinois, at the Web site correspond​ing to the domain name intermaticcom. The court found that even though the defendant did not actually use the domain name intermatic.com for the sale of goods and/or services, he did make commercial use of the domain name by his “intent to arbitrage the.. . domain name.”25 District courts in other circuits have taken the opposite view and found that

[I]t is clear that nothing in trademark law requires that title to domain names that incorporate trade​marks or portions of trademarks be provided to trademark holders. To hold otherwise would create an immediate and indefinite monopoly to all famous mark holders on the Internet, by which they could lay claim to all .com domain names which are arguably ‘the same’ as their mark. The Court may not create such property rights-in-gross as a matter of dilution law. Trademark law does not support such a monopoly26
Although the requirement that the complained diluting activities be confined to commercial uses appears to limit dilution claims before the TTAB to cancellation proceed​ings or oppositions involving use-based applications, the TTAB has addressed this concern and has specifically held that an opposition proceeding against an intent-to​use application may include an allegation of dilution.27 The ‘FlAB reasoned that to hold otherwise would thwart the Congress’ intent.

Commercial Use Must Begin after

Plaintiffs Mark Has Become Famous

The third requirement of the dilution test, that the allegedly diluting use must begin after the plaintiffs mark has become famous, ensures that one is not subject to injunctive relief for activities that \\ ere not actionable when they began. Thus, a plaintiff cannot ifie an action claiming dilution against use that began before the plain​tiffs mark became famous.

Again, the question of how these fbur dilution factors are applied in an opposition or cancellation involving an intent-to-use application proceeding before the TTAB becomes relevant when examining this prong of the dilu​tion test. The TTAB settled this questi n in Toro, in which it held that in proceedings involving intent-to-use appli​cations, “an owner of an allegedly famous mark must establish that its mark had become famous prior to the filing date of the trademark application or registration. “28

The Use Must Cause Dilution

The final factor in the dilution analysis addresses whether the defendant’s use has caused dilution. The actual language of the FTDA require’ that a court con​sider whether the complained of use “causes dilution of the distinctive quality of the famous mark.” It is this lan​guage that has brought the split in the circuit courts that ultimately will have to be resolved by the US Supreme Court.

The Nature of the Split in the Circuit Courts

The Fourth Circuit

In 1999, the Fourth Circuit Court of Appeals decided Ringling Brothers-Barnum & Bailex’ Combined Shows, Inc. v. Utah Division of Travel Development.29 There, Rin​gling Brothers brought an action in the Eastern District of Virginia for trademark dilution against the Utah Divi​sion of Travel Development. The basis of the action stemmed from Ringling Brothers’ use of the slogan “The Greatest Show on Earth” (“Greatest Show”) to promote its circus. Ringling Brothers had used this slogan in its advertising and promotion continuously since 1872.

Some time in 1962, the Utah Division of Travel Devel​opment (Utah), a state agency began using the mark The Greatest Snow on Earth (Greatest Snow) in connection with Utah tourism services. With the exception of three years, the Greatest Snow mark has been used to promote Utah’s ski industry from 1962 to the present.

In 1988, Utah applied for a federal trademark registra​tion at the US Patent and Trademark Office. Ringing Brothers opposed Utah’s application for Greatest Snow on the ground that this mark was confusingly similar to Ringling Brothers’ Greatest Show slogan. The ‘FlAB issued its decision on December 12, 1995, finding no like-

lihood of confusion between the marks. Utah’s trademark registration was issued in January 1997.

In March 1996, Ringling Brothers filed its trademark dilution action in federal district court. The district court found that Utah’s Greatest Snow mark did not dilute Ringling Brothers’ Greatest Show slogan. Rin​gling Brothers appealed that decision. On September 29, 1997, the appeal was argued. A year and a half latei; on March 16, 1999, the Fourth Circuit issued its decision.

As grounds for the appeal, Ringling Brothers contended that the district court incorrectly interpreted the meaning of “dilution” and, therefore, the elements of dilution under the FTDA. The district court had interpreted the FTDA to require “(1) a sufficient similarity of marks to evoke in consumers a mental association of the two [marks] that (2) causes (3) actual harm to the senior marks’ economic value as a product-identifying and advertising agent.” Ringling Brothers specifically dis​puted the requirement that “actual harm” be proven.

The Fourth Circuit upheld the district court’s interpre​tation, however, stating that

[The district court’s interpretation] surely does not leap fully and immediately from the statutory text. But, we believe, it is the necessary meaning of the Act’s critical provisions when read in light of the Act’s legislative history. By that, we mean both the immediate but quite meager legislative record and, more critically the broader background out of which the basic concept emerged and has evolved in state and federal trademark law. Though the process is laborious, we believe the historical inquiry has to begin far back with intellectual ori​gins.

The court then engaged in a discussion of the back​ground of the law of dilution in the United States. This discussion entailed not only an examination of the theory as first posited by Frank Schechter, but also a review of state antidilution statutes and state court interpretations of these statutes.

From this review, the Fourth Circuit reached the con​clusion that “dilution” is a harm that threatens a mark’s “selling power—its economic value” and is distinctly dif​ferent from the likelihood of confusion. Moreover, the majority of state statutes required only that a “likelihood of dilution” be shown to prove this distinct harm. By requiring only that the plaintiff establish a likelihood of dilution, according to the Fourth Circuit, the state courts were able to “avoid hard definition of the economic harm to a senior mark’s ‘selling power.”’ Some of these state courts issued an injunction in a dilution action in which harm to the selling power of the senior user’s mark was “presumed from no more than the identity or sufficient similarity of the two marks.”

In comparing the actual language of the state statutes to the FTDA, the Fourth Circuit concluded that the FTDA requires proof of actual dilution. By taking the position that actual harm to the mark’s selling power must be

shown, the court noted that this is “a stringent interpre​tation of ‘dilution.”’

The court’s interpretation of the FTDA was based on a plain reading of the statute. The court specifically noted that although numerous state statutes i nco porated the language “likelihood of dilution,” the FIDA states causes dilution.” The “likelihood of dilution” lan​guage simply is not present in the statute. In addi​tion, the FTDA’s definition of dilution refers to the “lessening of the capacity of a famous mark to iden​tify and distinguish goods or services.” According to the Fourth Circuit, this definition refers to harm aimed at a mark’s selling power as opposed to a mark’s distinctiveness, and, therefore, distinctiveness of a mark is not what the statute seeks to protect. Marks can lose their distinctiveness irrespective of a junior user’s mark. Some junior uses, in tact would have no effect at all on a famous mark’s capacity to distinguish goods and/or services from others. In some cases, an occasional replicating use might even enhance a senior user’s ‘magnetism—k draw​ing renewed attention to it as a mark of unshakable eminence worthy of emulation by an unthreatening non-competitor.”

While acknowledging that proof of actual dilution would be difficult to establish, the Fourth Circuit pro​vided some “guidance” as to what type of evidence could be submitted to prove actual harm. One form of appro​priate evidence, also conceded to be the most rare, would be actual loss of revenues. Second, a consumer survey could be crafted to establish “consumer impressions from which actual harm and cause might rationally be inferred.” A third and final example of possible evidence would be consideration of fixed factors—specifically “the extent of the junior mark’s exposure, the similarity of the marks, [and] the firmness of the senior mark’s hold.”

With respect to Ringing Brothers’ action against Utah, the court concluded that there simply was not enough evidence of actual harm to establish dilution. Although there was a consumer survey the results showed that consumers associated the two marks—The Greatest Show on Earth and The Greatest Snow on Earth—with their respective sources, not with one another According to the circuit court, “[T]he survey evidence does not show the use of Utah’s junior mark had any actual harm to Rim​gling’s mark in the form of a lessening of the capacity to identify and distinguish Ringling’s circus as its subject.” The district court also had considered various factors, such as similarity of the marks, similarity of the products, consumer sophistication, predatory intent, and renown of the two marks, in its analysis. The Fourth Circuit con​cluded that the application of these factors was inappro​priate but that this application had no prejudicial effect on Ringling Brothers.

The Second Circuit

Just weeks after the Ringling Brothers decish n was issued, the Second Circuit heard Nabisco, liv. v. PF Brands, Inc., on appeal.30 In that case, Nabisco had

entered into an agreement with Viacom International, the parent company of Nickelodeon Television Network, to produce cheese crackers in three distinct shapes—a two-headed creature that is half dog and half cat, a fish, and a bone—all to promote Nickelodeon’s “CatDog” tele​vision program. Upon learning of this new product, PF Brands, the maker of Pepperidge Farms Goldfish snack crackers, sent a cease and desist letter to Nabisco and demanded that Nabisco cease marketing its new fish cracker Nabisco responded by ffling a complaint for declaratory judgment that its fish product did not violate PF Brands’ Goldfish mark. PF Brands counterclaimed for trademark infringement and trademark dilution under the FTDA and the New York antidilution statute.

The Southern District of New York found that the PF Brands’ Goldfish mark was famous and protected under the FTDA and that Nabisco’s use of its fish cracker diluted the distinctive and famous nature of the Goldfish mark. The court applied the Mend Data six-factor test to deter​mine dilution and concluded that PF Brands had proven a likelihood of dilution.

Nabisco appealed this decision on four grounds, the fourth of which was based on the notion that “dilution cannot be found without documentation of actual injury, consisting of an actual reduction in the senior mark’s sell​ing power.” The Second Circuit affirmed the lower court decision and specifically chose not to follow the Fourth Circuit’s opinion in Ringling Brothers.

In examining the Fourth Circuit’s Ringling Brothers decision, the Second Circuit expressed confusion as to the actual position adopted by that circuit court. In dis​agreeing with the Fourth Circuit’s requirement of proof of “actual dilution,” the Second Circuit took issue with the Fourth Circuit’s apparent requirement that there be proof of actual loss of revenue or consumer surveys. Stating that “[t]his strikes us as an arbitrary and unwarranted limitation on the methods of proof,” the Second Circuit noted that actual loss of revenue would be difficult to establish when a product sold under a famous mark enjoys continued success. A senior user might never be able to establish loss of revenue. In addition, any losses that may occur during the relevant period would be diffi​cult to connect to the allegedly diluting use. As to con​sumer surveys, the Second Circuit noted that these tend to be extremely expensive and time consuming. They also are open to manipulation.

The Second Circuit also disagreed with the Fourth Cir​cuit’s opinion to the extent that it would require the junior user to already be established in the marketplace—that is, to be already “causing dilution.” The Second Circuit char​acterized such an interpretation as excessively literal and potentially disastrous to a dilution plaintiff. “The statute could not be invoked until injury had occurred. And, because the statute provides only for an injunction and no damages (absent willfulness).. . ,such injury would never be compensated.” Moreover, in this particular instance, Nabisco could not have brought its declaratory judgment action, because it had not entered the market and was therefore unable to actually dilute PF Brands’ mark. Nabisco, and companies in ‘.imilar situations, would have to “spend huge sums... in a product launch without the ability to seek prior judicial assurance that their mark will not be enjoined.

The Second Circuit concluded bx holding that an action for dilution may be adjudicated be/bre actual dilution has occurred.

How Have the Other Circuits Interpreted the FTDA?

The most recent circuit to address the issue of “actual dilution” is the Sixth Circuit in V Secret Catalogue, Inc. v. Victor Moseley.3’ The court examined both of its sister cir​cuits’ decisions and determined that the proper interpre​tation of the FTDA was what the Second Circuit adopted in Nabisco. The Sixth Circuit specifically quoted the leg​islative history of the FTDA to support its position:

[D]ilution is ‘an injury that diffen~ materially from that arising out of the orthodox confusion. Even in the absence of confusion, the potency of a mark may be debilitated by another’s use. This is the essence of dilution. Confusion leads to immediate injury, while dilution is an infection, which if allowed to spread, will inevitably destroy the adver​tising value of the mark.’

The court interpreted this passage ~ ontaiing the term “potency” as referring to the distinctiveness of a mark. According to the Sixth Circuit, the last sentence of the passage illustrates that the FTDA is meant to provide a remedy before dilution actually occurs.

The Seventh Circuit also has adopted the Second Cir​cuit’s opinion in Nabisco.32 The Fourth Circuit, however, is not alone in its interpretation of the FTDA. The Fifth Circuit, in the first circuit case to address both the Fourth Circuit and Second Circuit opinions on the “causes dilu​tion” language, chose to follow the Fourth Circuit in Riri​gling Brothers:

[W]e endorse the Fourth Circuit’s holding that the FTDA requires proof of actual harm since this stan​dard best accords with the plain meaning of the statute. There is a key difference between the state antidilution statutes that formed the backdrop for passage of the FTDA and the FTDA itself. Whereas state antidilution statutes incorporate, often expressly the “likelihood of dilution” standard, the federal statute does not.... Instead, it prohibits any commercial use of a famous mark that “causes dilu​tion   Both the present tense ol the verb and the lack of any modification of “dilution” support an actual harm standard.33
The State of Dilution Today

As previously discussed, one of the goals Congress specifically meant to achieve through enactment of the FTDA was elimination of forum shopping by dilution

plaintiffs. It seems, however, that the split that presently exists in the circuit courts concerning the evidence needed to establish dilution under the FTDA effectively encourages forum shopping. A dilution plaintiff can file an action for dilution in the Second, Sixth, and Seventh Circuits. Those facing the threat of a dilution suit are likely to file a declaratory judgment action in the Fourth Circuit or Fifth Circuit, unless they have not launched their product, as was the case in Nabisco. Those in a prelaunch phase of a product or service look to file a declaratory judgment action in the Second, Sixth, and Seventh Circuits, where the court decides the issue and does not take the position that the action is not ripe for determination. The courts’ interpretation of the FTDA merely has replicated problems that existed a mere six years ago, when the only available statutes existed at the state level. Recognizing the problems created by this split in the circuit courts, in April 2002, the Supreme Court granted certiorari in V Secret Catalogue, Inc. v. Victor Moselev. The Court will now have the opportunity to resolve the issue of which test applies in a dilution analysis.

Resolution of the Conflict in the Circuit Courts

What is the US Supreme Court’s likely response to this conflict among the circuit courts? Although there is no method to accurately predict the Court’s ruling on the “causes dilution” language of the FTDA, it is possible to examine the plain meaning of the statute as well as its leg​islative history in light of basic, established trademark principles. The Court’s own decisions also provide guid​ance on this issue.

The Plain Meaning of the Statute

The plain meaning of the FTDA appears to support the Fourth Circuit’s opinion—that the FTDA applies when commercial use of another’s famous mark “causes dilu​tion of the distinctive quality of the famous mark.” The FTDA clearly uses the present tense of the verb “cause.” The terms “likely” and “likelihood” do not appear in the statute. In order to properly consider the statute’s mean​ing, however, the legislative history must be examined as well.

Legislative History

As previously indicated, there is very little legislative his​tory to the FTDA. Only one reference interprets the statute’s “causes dilution” language in connection with the definition of dilution, and this reference was not included in the official House Subcommittee Report.

By way of background, the prepared statement of Philip G. Hampton, II, Assistant Commissioner for Trademarks, before the House Judiciary Committee Subcommittee, which held hearings on the proposed Trademark Dilution Bill, supplies detailed explanation for most of the lan​guage contained in the statute.

One of the main objectives for enacting the FTDA was to provide uniformity for the courts. This goal included supplying a definition for the term “dilution” t~ ensure that courts worked from the same premise in resolving dilution claims.

A common problem found in the courts pr~ w to the enactment of the FTDA was confusion as to the differ​ence between likelihood of confusion and dilution. As Mr. Hampton’s statement notes: “Although most state statutes contain language that proof of competition or likelihood of confusion is not required to find dilution, several courts have stated that either a finding of likeli​hood of confusion or competition between the parties is a factor in their finding of dilution under the relevant state statute.”34 In his statement, Mr. Hampton further observed that likelihood of confusion is limited to situa​tions in which consumers are confused, whereas dilution is a much broader concept. He continued that, under the proposed Federal Trademark Dilution Act, “it \\Ill not be necessary to establish that consumers will be likely to confuse the source of the goods or services, but, rather, that the capacity of the mark to identify the registrant’s goods or services will be diminished by the other party’s unauthorized use of the mark.”

Although this language is not particularly helpful in parsing the standard for dilution, it does provide a back​ground for the relevant portion of the legislative history that addressed potential problems with the dilution stan​dard and the requirement of proof of “actual harm.”

The only clear discussion of the pertinent language in the FTDAs legislative history is found in the statement of Jonathon E. Moskin, of Pennie & Edmonds. Mr Moskin took issue with the originally proposed definition of dilu​tion, which was eventually accepted without alteration.

In his description of dilution, Mr. Moskin noted that dilution protects the goodwill of a mark; in describing this goodwill, he stated that it “is not something that gen​erally presents itself to the conscious mind, and its metes and bounds cannot be measured in any meaningful sense.” He continued that “the weakening of go )dwill is not susceptible to direct proof.”

He then attacked the proposed definition of “dilution” (i.e., “the lessening of the capacity of a registrant’s mark to identify and distinguish goods or services”), noting that

[b]ecause of the vagueness of the definition of dilu​tion in [the bill], the legislation may be either a boon or a bane to trademark owners. Proponents of enhanced protection for famous marks may find the statute less than fully effective because, in aux i~iven instance, trademark owners will be unable to present concrete evidence that the capacity of their marks to identify or distinguish their goods has been le.s sened by the unauthorized use of a similar mark. Indeed, as earlier noted, there are no known cases under exist​ing state dilution statutes in which evidence of actual dilution has been presented. Alternatively if courts do not require strict proof, legitimate busi​nesses may be subjected to meritless claims for dilu​

tion, which, given the opacity of the definition of dilution, will be difficult, costly and time-consum​ing to resolve. The process of selecting new trade​marks will also become fraught with uncertainness.

Rather than adopting a definition of dilution that is difficult or impossible to measure or comprehend, Congress should address its attention to the more understandable concept that famous trademarks have economic value worthy of protection. More​over, if the remedy is created it should be clear and capable of being applied by following understand​able rules.

Mr. Moskin’s testimony correctly predicted the current state of the law. He observed that proof of dilution is dif​ficult, if not impossible. By attacking the definition of dilution, Mr. Moskin addressed the problem found in the “causes dilution” language of the statute.

At first blush, his statement appears to support the Fourth Circuit’s interpretation of the FTDA as detailed in Ringling Bros., asserting that “trademark owners will be unable to present concrete evidence” of dilution. One sen​tence in his statement, however, suggests that the Fourth Circuit was wrong.

Mr. Moskin noted that there were no known cases decided under the state dilution statutes in which evi​dence of actual dilution was presented. This fact, coupled with his observation that proving actual dilution would be difficult, suggests that, logically Congress could not have intended the FTDA to function as the Fourth Circuit has applied it.

When the legislative history is silent on a particular issue, as it is here, it is imperative to look at the rationale behind the statute’s enactment. Moreover, an examina​tion of established trademark principles is required.

The Goals of the FTDA

Although the purpose of the FTDA already has been dis​cussed, it is important to reiterate certain principles in analyzing the statute.

The intent of the FTDA was made quite clear. There are two main purposes: (1) to ensure that courts acted con​sistently in interpreting the decades-old concept of dilu​tion, and (2) to provide plaintiffs with a cause of action with a nationwide remedy and a nationwide option for venue. In seeking to standardize the dilution laws, Con​gress accepted a broad definition of dilution. In so doing, however, Congress must have intended to encompass all of the definitions set forth in the state antidilution stat​ues.

The FTDA, moreover, was not a novel statute. The legis​lators looked to state antidilution statutes to craft this fed​eral action and remedy As noted above, none of the interpretations of these state statutes required that actual harm caused by dilution be established. It simply defies logic to assume that in creating the FTDA, Congress meant to turn dilution law on its head and raise unrea​sonable expectations about the proof required to estab​lish dilution. The FTDA is meant to benefit owners of famous marks. The Fourth Circuit’s analysis simply can​not be correct.

Trademark Infringement

As further evidence that Congress could not have intended the US Supreme Court to follow the Fourth Cir​cuit’s analysis of the FTDA, it is important and essential to look at the traditional test for trademark infringement. Admittedly trademark infringement is meant to protect consumers from confusion, and trademark dilution is meant to protect sellers. In contrast, trademark dilution is meant to protect a narrow “class of entities.” Neverthe​less, this distinction between trademark infringement and trademark dilution ceases to exist when the actual tests used to determine infringement and dilution are compared.

The standard for trademark infringement is likelihood of confusion. In determining likelihood of confusion, the courts generally are in agreement as to the factors to con​sider. Although the circuits differ in the number of enu​merated factors that should be considered in a likelihood of confusion analysis, there are common elements to each circuit’s list.

One of these common factors is whet her there has been actual confusion in the marketplace. All of the circuits concur that proof of actual confusion is not the test for trademark infringement, but is merely one element to consider in the analysis.35 Moreover in most circum​stances, the lack of actual confusion does not hurt a trademark infringement plaintiff. Actual confusion is dif​ficult to prove and in some cases max’ be impossible to establish. Evidence of actual consumer confusion, how​ever, has been presented and accepted by some courts.

Proof of actual confusion may come in the form of con​sumer surveys and consumer complaints and inqmries. These are well-established methods of proving actual confusion, but such evidence must n It be de minimis or anecdotal in nature. Courts, nevertheless, do not require such proof, because regardless of these demonstrated means of verifying actual confusion, actual consumer confusion continues to be considered extremely difficult to establish.

If actual confusion in a trademark infringement action is acknowledged as being difficult to establish by all of the circuits, how could actual proof of dilution be required under the FIDA? As stated earlier, the courts recognize means to establish actual confusion in a likelihood of confusion analysis. Actual confusion has even been proven in a number of cases in most (81 the circuit courts. In contrast, not one court has ever found proof of actual dilution. This is not a result of the recent enactment of the FTDA. Plaintiffs have long included c )unts of dilution in their complaints. Massachusetts xvas the first state to enact an antidilution statute in the I 940s, and by 1995, 25 states had dilution statutes. The absence of a decision in which actual dilution evidence was submitted is a func​

tion of the nature of the dilution doctrine: It is simply too difficult to prove actual dilution.

In light of the acknowledged difficulty of proving actual conftision under a claim of likelihood of confusion, the methods of proof suggested by the Fourth Circuit are not helpful or realistic. The Fourth Circuit believes that a sur​vey can be created to show actual dilution, but it does not set lortli what type of questions would be useful in deter​mining dilution. The court also believes that considera​tion of various factors could establish actual harm caused by dilution. Although courts have considered these same factors in the past, none have found any evidence of actual dilution as a result of examining these factors. This is not because the perfect fact scenario to find actual harm by dilution has not been presented to a court in more than 50 years of case law; it simply does not appear to be possible, as a practical matter, to prove actual harm caused by dilution.

Lastly the Fourth Circuit suggested that evidence of lost revenues could prove actual harm. Numerous courts have conceded that evidence of lost revenue is difficult for companies of a certain size to prove for particular prod​ucts. A product that is very popular and has a large fol​lowing with an ever-expanding customer base would not show loss of revenue. It may experience lost sales to an infringer or diluter, but proof of these lost sales would not be evident if sales of the trademark owner’s product con​tinued to increase.

It is impracticable to expect plaintiffs to establish actual harm by dilution using these suggested methods. A dilu​tion plaintiff would not be able to find such evidence. The Fourth Circuit has created an unrealistic test for dilution.

US Supreme Court: Dilution May Exist in the Form of Future Harm

Determining how the US Supreme Court will resolve the split in the circuit courts would not be complete with​out examining its decisions. The Court has addressed the concept of dilution in only one of its cases.

In 1987, prior to Congress’ first attempt to enact a fed​eral trademark dilution act, the Court issued its opinion in San Francisco Arts & Athletics, Inc. v. United States Olx’inpic Committee.36 In 1981, the San Francisco Arts & Athletics (SFAA) started to promote the “Gay Olympic Games,” an event that would last nine days, host athletic competitions in various US cities, and attract athletes from around the world. Under the Amateur Sports Act, the US Olympic Committee (USOC) can prohibit certain commercial and promotional uses of the term “Olympic.” The USOC com​plained to the SFAA over its use of the word “Olympic,” and the SFAA ceased using it for a short time.

When the SFAA resumed using the term, the USOC filed an action to enjoin such use. The district court granted a temporary restraining order and a preliminary injunction, and the Ninth Circuit Court of Appeals affirmed. In later proceedings, the district court granted a permanent injunction, which the court of appeals affirmed. The US Supreme Court granted certiorari to review the statutory and constitutional interpretations decided by the appellate court.

The majority of the Court’s opinion addressed constitu​tional concerns over the Amateur Sports Act’s provision authorizing the USOC to prevent uses of the term “Olympic,” although the Court did briefly mention the theory of dilution. Under the Amateut Sports Act, the USOC’s right to prevent uses of the word “Olympic” is provided primarily in connection with the sale of goods and services. The Court noted that

Although the Lanham Act protects only against con​fusing uses, Congress’ judgment respecting a certain word is not so limited. Congress reasonably could conclude that most commercial uses of the Oh mpic word and symbols are likely to be confusing. It also could determine that unauthorized uses even if not confusing, nevertheless may harm the USOC by lessening the distinctiveness and thus the commer​cial value of the marks.

The Court concluded this portion of its opinion by citing Frank Schechter’s 1927 Harvard Law Review article in which the theory of dilution first was set forth.

The Court found that the SFAAs act of selling T-shirts, buttons, bumper stickers, and other items on which the words “Gay Olympic Games” appeared could lead to con​fusion with the USOC. Moreover, “the SFAA SI )ught to exploit the ‘commercial magnetism’ of the word given value by the USOC.” The Court continued by asserting that there was no question that this type of use “could undercut the USOC’s effort to use, and sell the right to use, the word in the future, since much of the word’s value comes from its limited use.”

In this meager and uncontrolling part of its opinion, the Court has provided a possible glimpse into the resolution of the present split in the circuit courts. According to the Court, “unauthorized uses, even if not con fusiii,i~ never​theless may harm the USOC by lessening the distinctive​ness and thus the commercial value of the marks.”

The use of the term “may” suggests that in this particu​lar case, the Court believed that the SFAAs use of “Olympic,” which admittedly had not been extensive, could create harm in the future. This possibility was actionable because it could lessen the “distinctiveness” of the USOC marks, thereby affecting their “commercial value.” In interpreting the Amateur Sports Act in this manner, the Court did not rely on the plain meaning of the statute.

According to the Court, the Amateur Sports Act specifi​cally limits civil actions to uses of “Olympic” that tend “to cause confusion, to cause mistake, to deceive, or to falsely suggest a connection with USOC.” The plain meaning of the statute does not mention the theory of dilution. The Court then turned to the statute’s legislative history, which also does not mention or imply a cause of action for dilution. As a next step, the Court looked to the goals of the statute and the mandate of the USOC. From these materials, the Court implied an action for dilution.

The Court’s analysis in this case could be similarly applied to resolving the present split in the circuit courts concerning the FTDA if it chose to take the position put forth in the Second Circuit’s Nabisco decision. As the plain meaning of the FTDA does not support the likeli​hood of dilution test and the legislative history, for all intents and purposes, is unhelpful, the Court could look to the goals of the FTDA and traditional trademark prin​ciples. In interpreting the FTDA in the broader context of the intent behind its enactment, the Court could logically conclude that the FTDA requires only that likelihood of dilution, not actual harm by dilution, be shown.

Possible Resolution

Based on the US Supreme Court’s acknowledgement of dilution in the SFAA case, the lack of legislative history addressing the issue of actual harm caused by dilution, and court interpretation of actual confusion in a likeli​hood of confusion analysis, the Court could construe the FTDA in such a way that proof of actual harm caused by dilution is not required. It would not be an unreasonable review of the statute and trademark law principles to reach this conclusion; in fact, it would complement the present body of trademark law

Congressional Response

Just months prior to the Supreme Court’s grant of cer​tiorari in the V Secret Catalogue case in April 2002, the House Subcommittee on Courts, the Internet, and Intel​lectual Property held an oversight hearing on the ETDA. The purpose of the hearing, held in February 2000, was to review the application of the FTDA to determine if the legislation was accomplishing its goals and to see how courts were interpreting the statute.

Representative Howard Berman made the first state​ment at the hearing, noting that one of the express pur​poses of the FTDA was to “bring uniformity and consistency to the protection of famous marks.” This goal of uniformity, according to Berman, has not been achieved, because the circuit courts have created a split in interpretation of the language “causes dilution.” Although he did not express an opinion as to which stan​dard should be used to interpret the “causes dilution” lan​guage, Berman opened the hearing to four witnesses:

Kathryn Barrett Park, of the International Trademark Association; Michael K. Kirk, of the American Intellec​tual Property Law Association; Sherry Jetter, of Polo Ralph Lauren; and Ethan Horwitz, of the law firm of Darby and Darby All four of these witnesses testified that proof of “likelihood of dilution,” as opposed to “actual dilution,” should be the acceptable standard.

Each witness spoke of the FTDA’s original goals and the Fourth Circuit Court’s impossible test to establish dilu​tion. Requiring proof of dilution will not prevent diluting use. Instead, such a requirement will mean that relief will be granted only after harm has occurred, and in many cases, it will be inadequate. The damage to the famous mark will have occurred, and the loss of economic value may be impossible to restore. It simply defies reason to believe that Congress intended coutis to apply such a stringent test with proof of harm.

At the oversight hearing, a dralt bill was circulated amending the FTDA to include language that specifies the correct test as “likely to dilute.” Thus, members of Congress are attuned to the conflict among the circuits and recognize the serious nature of, and harm created by the Fourth Circuit’s actual harm standard.

Conclusion

The Fourth Circuit’s test for trademark dilution as set forth in Ringling Brothers requires more proof than logic
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