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A CIRCUS AMONG THE CIRCUITS:
Would the Truly Famous and Diluted Performer Please Stand up?
The Federal Trademark Dilution Act and Its Challenges

Xuan-Thao N. Nguyen™
I. Introduction

Sometimes, nothing is more painfulthan the truth. Congress passed the celebrated
Federal Trademark Dilution Act of 1995 ("the Act" or the"Dilution Act") with great hope
that it would create auniform anti-dilution law, end forum shopping, and
encouragetrademark owners to build brand equity with moreease. Congress was
overwhelmingly in favor the Act,and thus passed it with little debate, leaving behind a
sparsecongressional record. In its haste to pass the Act,Congress failed to address
whether the Act extends to productdesign marks; whether the Act requires proof of actual
economicharm, or if likelihood of dilution is an acceptable standard; howfame and
dilution should be measured; and the degree of fame ordilution required under the Act.

Trademark owners now have to bear thecost of congressional failure. For the time
being,trademark owners are facing conflicting interpretations of theDilution Act coming
from the First, Fourth, Eighth and NinthCircuits. The other circuit courts, expectedly,
willsoon follow suit when they have their chance to address theAct. Each of the circuit
courts that has had theopportunity to address the Act has its own idea about dilutionand
fame, the meaning of dilution, how to establish fame, and howto prove dilution. With the
conflicting rulings fromthese circuits, there is a circus among thecircuits. Each performer
at the circus is carrying itsown act leaving trademark owners a federal anti-dilution
systemthat is almost as chaotic as the original patchwork system ofmore than twenty-five
state statutes. Trademark ownerswill continue to shop for a forum that has the best anti-
dilutionprotection where the owners do not have to satisfy, among others,the stringent
requirement of actual economic harm to the famousmark.

<--1 J. INTELL. PROP. 158, 159 -->

In Part I, this Article will exposethe congressional failure. Part I also provides
ananalysis for each of the issues left out byCongress. These issues include: (a) the
problems withproviding a patent-like protection to product design marks underthe Act;
(b) the problems with proof of actual dilution versuslikelihood of dilution; (¢) the
problems with "famous;"and (d) the problems with undefined terms in the Act, such
as"willful intent." Part II analyzes,compares, and contrasts the dizzying circus acts of the
First,Fourth, Eighth and Ninth Circuit performers. Part Illexplains the reasons the fun at
the circus is over and offersvarious ways to orchestrate a new act for the benefits
oftrademark owners, the courts and the public. Part IVconcludes that if a uniform
interpretation of the Act is not soonformulated by the circuit courts, more chaos will



occur, andperhaps it is time to hear from the ringmasters -- the SupremeCourt or
Congress.

II. A Quick Overview of theDilution Act

The Federal Trademark Dilution Actwent into effect on January 16, 1996, providing a
federal remedyto dilution of famous marks. The Act amends section 430f the Trademark
Act of 1946, commonly known as the Lanham Act,to provide owners of famous marks
with injunctive relief against unauthorized use of amark that dilutes the distinctive
quality of the famous mark.2) The Act adds a newsubsection 43(c)(1) to the Lanham
Act:

The owner of a famous mark shall be entitled, subject to the principles of
equity and upon such terms as the court deems reasonable, to any
injunction against another person's commercial use in commerce of a mark
or trade name, if such use begins after <-- 1 J. INTELL. PROP. 158, 160 --
> the mark has become famous and causes dilution of the distinctive
quality of the famous mark . .

The Act amends section 45 with adefinition of dilution. The new definition states
thatdilution is "the lessening of the capacity of a famous markto identify and distinguish
goods or services, regardless of thepresence or absence of (1) competition between the
owner of thefamous mark and other parties, or (2) likelihood of confusion,mistake, or
deception."?

The new subsection 43(c)(2) of the Actprovides remedies set forth in sections 35 and
36 of the LanhamAct. These remedies include damages and attorneys'fees to a plaintiff if
it is shown that the defendant"willfully intended to trade on the owner's reputation or
tocause dilution of the famous mark." The Act andits legislative history are silent on the
definition of'willfully intended."

Under subsection 43(c)(1), not everymark is entitled to anti-dilution protection; the Act
protectsonly famous marks.® TheAct provides eight non-exclusive factors for courts to
considerin determining whether a mark is "distinctive andfamous": (A) the degree of
inherent or acquireddistinctiveness of the mark; (B) the duration and extent of useof the
mark in connection with the goods or services with whichthe mark is used; (C) the
duration and extent of advertising andpublicity of the mark; (D) the geographical extent
of the tradingarea in which the mark is used; (E) the channels of trade for thegoods or
services with which the mark is used; (F) the degree ofrecognition of the mark in the
trading areas and channels oftrade used by the mark's owner and the person against
whom theinjunction is sought; (G) the nature and extent of use of thesame or similar
marks by third parties; and (H) whether the markwas registered under the Act of March 3,
1881, or the Act ofFebruary 20, 1905, or on the Principal Register.2

Since the Act is intended to provideprotection against "commercial use" of a mark, the
Actexempts certain types of fair use of a mark from a dilutionclaim. Subsection (¢)(4)



provides examples of fair useof a mark: using a mark in <-- 1 J. INTELL. PROP. 158,
161 --> comparative commercialadvertisement, noncommercial use of a mark, and news
reportingand commentary.@

III. A Circus Created byCongressional [ll-Thought Legislation

In March of 1995, RepresentativeCarlos Moorhead of California introduced a bill to
amend theLanham Act to protect famous marks from dilution -- the FederalTrademark
Dilution Act of 1995.2 TheAct was passed with a strong reception from Congress and
withsparse legislative history.‘m

In passing the bill, Congress wasaware of the problems associated with anti-dilution
laws intwenty-five states. The "patchwork system"of state laws imposed difficulties on
owners of trademarks tobuild national brand awareness and management and
encouragedforum shopping for states that offered the most
favorableprotection. ! Inaddition, state laws lacked uniformity in the application
ofdilution theory 12

Unfortunately, in its haste to passthe Act, Congress either was silent or failed to
provide in-depthdiscussion on issues such as (1) whether the Act applies to allmarks,
including product configuration or design; (2) the meaningof dilution, and how dilution
must be demonstrated; (3) themeaning of "famous" and how "famous" ismeasured; and
(4) what types of conduct amount to willful intent,and whether remedies against such
conduct require proof of actualharm suffered by the famous mark, which has now
become lessfamous than it was before dilution. As demonstratedbelow, failure to address
these issues raises potential threatsto the <-- 1 J. INTELL. PROP. 158, 162 --
>constitutionality of the Act, causes inconsistencies inthe application of dilution theories,
and creates a circus amongthe circuits.

A. The Problems of PerpetualPatent-Like Protection: The Dilution Act and
ProductDesign

An examination of the plain languageof the Dilution Act suggests that the Act applies
to a famous"mark" and does not restrict the definition of thatterm to word
marks.12 Thus,without such a restriction, an argument could be made that theAct applies
to all marks including product design marks."* This interpretation,however, raises a
potential constitutionalproblem: the Act potentially provides perpetualfederal protection
to a product design which is normally subjectto limited time protection under the federal
patent law. 1

Since the Dilution Act is designed tobenefit only the owners of the famous marks and
not the generalpublic at large, the Act does not require the owners to provepublic
confusion as to source."® IfCongress indeed intended to extend the reach of the Act to
allproduct designs that are famous, then Congress was creating aperpetual patent grant to
the famous product designs solely forthe interest of the owner at the expense of the
public.22 Thus the public'sopportunity to benefit by purchasing similar products at a



lowerprice is prevented as the Act allows the owner of the productdesign to hold a
perpetual monopoly in the product design. 1

<--1 J. INTELL. PROP. 158, 163 -->

Whether Congress intended the Act tocover product designs requires scrutiny in the
spare legislativehistory and jurisprudence on patent and trademarkconflicts. Legislative
history of the Act providesexamples of blurring and tarnishment only for word
marks. "2 There are noexamples of dilution of product design orconfiguration. This
could mean that Congress wascognizant that it is easy to understand dilution through
blurringor tarnishment if the famous mark is a word mark, but not if itis a product design
mark where the mark is the product itself. 2% According to theFirst Circuit, in a product
design mark case it is difficult tosee how dilution through blurring or tarnishment can be
shownwhere the defendant has replicated some aspects of a plaintiff'sproduct design, and
the result is a defendant's product that doesnot create consumer association between
defendant's product andplaintiff's product design mark 2!

Moreover, in a dilution claiminvolving product design, often the real issue is
notinterference with the source identification function of theproduct design, but rather
protection from appropriation of orfree-riding on the investment that the plaintiff has
made in itsknown product design.@ Suchinvestment is usually given patent protection,
which is limitedin duration 2

Accordingly, the First Circuit hasrecently insisted on a vigorous review of the product
design in adilution claim.2* Thoughthat court believes that the Dilution Act does cover
productdesigns, the court notes that there may be rare cases whereCongress did not
envision protection under the Act for a productdesign from dilution by a competing
product.%? Thecourt fears that a broad reading of the statute <-- 1 J. INTELL. PROP.
158, 164 -->allowing all forms of product designs protection under the Act would push
itto the "constitutional edge" creating a conflictbetween patent and trademark law 2%

Some commentators have flatlysuggested that Congress intended to categorically
exclude productdesign from the protection provided under the Dilution
Act.22 According to thesecommentators, traditional federal trademark
infringementprotection for a product design does not create a monopoly in theuse of the
design as long as that protection is based on theconsumer confusion rationale. 2% Inthat
context, there is no conflict between patent and trademarklaws. 22 Outside thecontext of
the traditional consumer confusion rationale, federalpatent law preempts any protection
for product design.2® Thus, blanketanti-dilution protection for product designs under
Dilution Actwould violate the federal patent law. A way to avoidsuch a violation is to
exclude product design from the"mark" definition under the Dilution Act.2!

Such categorical exclusion, however,contradicts the plain language of the Dilution Act,
which doesnot restrict the definition of "mark" to a word mark.“*The exclusion violates
thestatutory meaning of trademark, which includes not just words butsymbols, designs, or
devices.®¥ Inaddition, such exclusion would reduce a product design that hasbeen



functioning as a source identifier to a second class citizenstatus; it functions as a
trademark within the meaning of thestatute but does not have all the privileges and
protection thatall other trademarks currently enjoy. As demonstratedabove, by passing
the Dilution Act without addressing whetherthe <-- 1 J. INTELL. PROP. 158, 165 -->Act
reaches all types of marks, Congress has created uncertaintywhere it envisioned
resolution.

B. The Problems of Dilution:Actual Economic Harm to the Selling Power of a
Famous Mark orLikelihood of Dilution

The plain language of the Act requiresthat (1) the plaintiff's mark is famous; (2) the
defendant's useof the junior mark commencing after the plaintiff's mark®* has become
famous; and (3) theuse of the junior mark causes a "lessening of the capacityof a famous
mark to identify and distinguish goods orservices."®>! Thelanguage of the Act seems
simple, direct and clear; however, itis more deceptive than this simple
reading. Indeed,the Act could be interpreted to require proof of actual dilutionbecause
the language of the Act refers to a junior mark used gfferthe plaintiff's mark becomes
famous and then the junior mark causingdilution.2® The Actdoes not state that the use of
the junior mark is likely to causeor will cause dilution to the famous mark. Thisreasoning
leads to the question of what type of proof is requiredto show actual dilution.

The Fourth Circuit, in addressingproof of dilution, has imposed a stringent requirement
thatactual economic harm be established by showing that thedefendant's use of the junior
mark lessened the demand for theplaintiff's products or services.22 TheFirst Circuit, in a
case involving a product design mark, hasobserved that the demand for a plaintiff's
products is alwayslessened whenever a competing product achieves a measurabledegree
of success.?®! Thefact that customers knowingly choose to pay less for a similarproduct
instead of paying more for a more famous product does notin and of itself establish
dilution through blurring. 22 According to theFirst Circuit, dilution through blurring has
to do with <-- 1 J. INTELL. PROP. 158, 166 -->the identification of a product, and that is
not the same thing as alessening of demand.“? Nevertheless,questions remain regarding
whether the Act requires proof ofactual dilution or likelihood of dilution, and regarding
what isan acceptable degree of dilution.*" Adistrict court has also addressed proof of
dilution by relying ona consumer survey, which shows that 21% consumers in
thegeographical areas where the defendant operated its conveniencestores associated the
defendant's mark with the plaintiff’ g 42

The Fourth Circuit has recently held,however, that such proof of "association" between
thedefendant's mark and the plaintiff's mark does not address theheart of actual
dilution.®®) Becausethe Act does not provide any example or guidance on what
dilutionmeans and how dilution can be shown, that Act essentially leavesopen a wide
range of interpretations, including an extremeinterpretation of actual dilution imposed by
the Fourth Circuit*® The Fourth Circuithas held that proof of actual dilution is shown
by evidence ofactual economic harm to the selling power of the famous mark dueto the
use of the junior mark by the defendant.®>! Inother words, the use of defendant's mark
lessened the demand for <-- 1 J. INTELL. PROP. 158, 167 -->the plaintiff's products or



services in a measurableway.< A HREFZ”#N_46_”>(46) Thecourt offered three means
for demonstrating actual economic harmto the famous mark's selling power: (1) actual
loss ofrevenues; (2) contextual factors such as the junior mark'sexposure, the similarity of
the marks, and the firmness of thesenior mark's hold; and (3) consumer survey.42

The proof of actual loss of revenuesis very rare and difficult to
obtain.”*®) Becausedilution is a slow process, it would take years for the owner ofa
famous mark to be able to quantify the actual loss of revenuesdue to the diminishment of
the selling power of the famous mark.*® Further, waiting forenough evidence to be
quantifiable may cause the owner of thefamous mark to foreclose his opportunity to get

preliminaryinjunctive relief from the defendant.

The proof of "the extent of thejunior mark's exposure, the similarity of the marks, and
thefirmness of the senior mark's hold"% isirrelevant, redundant and not
helpful. Althoughdilution through blurring more likely occurs if the junior markis strong
and has independent image and reputation, "theextent of the junior mark's exposure" is
not relevant incases where the junior mark triggers no recollection or thoughtof the
famous mark.®! "Thesimilarity of the marks" is not helpful because dilution canoccur in
cases such as parody or tarnishment where the juniormark may not be very similar to the
famous mark.®2! Furthermore,the Dilution Act does not require the junior mark to be
similarto the famous mark.®® "Thefirmness of the <-- 1 J. INTELL. PROP. 158, 168 --
>senior mark's hold" is a redundancy of the"fame" analysisiﬂ)because the Dilution Act
only protects marks that arefamous. A dilution analysis is not necessary if thefame
analysis reveals that the mark is not famous within themeaning of the Dilution Act2

The third type of proof requires a"consumer survey designed not just to demonstrate
mentalassociation of the marks in isolation, but further consumerimpressions from which
actual harm and cause might rationally beinferred."®® Thethird type of proof seems
plausible; however, the Fourth Circuitfailed to address the degree of actual harm that the
consumersurvey must show in order for the plaintiff to meet itsevidentiary
burden.®2 Specifically,what percentage of "dilution" in the consumer survey isan
acceptable threshold of dilution?%%

On the other end of the spectrum, a"likelihood of dilution" standard dominates a
dilutionanalysis. Courts that apply this standard often use amodified Mead Data test that
was originally formulatedby Judge Sweet ten years ago in his concurring opinion in
MeadData Inc. v. Toyota Motor Sales 22 Theoriginal Mead <~ 1 J. INTELL. PROP. 158,
169 --> Data test included balancing thefactors: (1) similarity of the marks; (2)
similarityof the products; (3) sophistication of the consumers; (4)predatory intent; (5)
renown of the senior mark; and (6) renownof the junior mark.“? Themodified Mead
Data test eliminates the "similarity of theproducts" and "predatory intent" factors
becausethose factors belong to the traditional likelihood of confusionanalysis and thus
they are not appropriate in a dilutionanalysis. A modified Mead Data test, as argued
byseveral commentators, is significant because it allows an ownerof a famous mark to
seek preliminary injunctive relief from adefendant who has yet to market its dissimilar
products with ajunior mark that is similar to the famous mark 4"



In summary, with sparse congressionalrecord providing guidance in order to
consistently interpret themeaning of dilution and proof of dilution, the Dilution
Actcreates a problem that Congress intended tocorrect: forum shopping for courts within
a circuitthat has the most favorable and broadestprotection. Trademark owners now
would avoid courts inthe Fourth Circuit so that they do not have to demonstrate
actualeconomic harm suffered by the famous marks!

C. The Problems with" Famous"

"Famous" is an amorphousconcept. It is difficult to determine whether a markis
famous, how much fame a famous mark needs, and whether afamous mark is more
famous than another famous mark. 2 The Dilution Actrequires that only famous marks
are entitled to federalanti-dilution protection; however, the Act is of no assistance
inresolving how famous a mark should be in order for it to enjoyits protection.® TheAct
provides a list of eight non-exclusive factors for courtsto <-- 1 J. INTELL. PROP. 158,
170 -->analyze to determine whether a mark is famous; however, that listfails to quantify
the fame of a mark ** Further,if a mark is found famous, does it follow that the degree
of famethe mark possesses should correlate with the extent of protectionit should receive?

In analyzing whether a mark is famouswithin the context of the Act, courts have held
that it is notsufficient that a mark has acquired secondary meaning.“® The question
thenwould be whether such a mark could ever be accorded a status offamous. If the
answer is no, here lays the pitfall oftrademark law: a mark that has acquired
secondarymeaning would always be treated as a second class citizencompared to a mark
that is inherently distinctive or suggestive.

Thus, it is not surprising that somecourts have erroneously found famous a number of
marks that areonly known and recognized within a particular industry.“® These cases
ofteninvolve domain names on the Internet. In the Internetcases, it seems that the courts
are willing to find a plaintiff'smark famous, and that a defendant's use of the mark as a
domainname amounts to dilution.®” Thisindicates that the courts want to accommodate
congressionaldesire to curb the use of deceptive domain names.®® Thisposes a threat to
a uniform application of the Act; some marksare not qualified to get the protection but
are accorded such protection <-- 1 J. INTELL. PROP. 158, 171 -->simply because the use
of the marks involves thelnternet! Additionally, in the non-Internet area, somecourts find
marks to be famous that enjoy very little fameoutside their narrowly defined markets. %

D. The Problems with theUndefined Term "Willfully Intended"

In an unexpected twist of fate, theDilution Act's undefined term "willfully intended"
hasacquired a new meaning in a recent Fourth Circuit's decision.™ The Fourth Circuitin
Ringling examined the Dilution Act and held that"causes dilution" requires proof of
actual economicharm because "cause” is not "will" or"may."? TheFourth Circuit found
support for its ruling by contrasting thestate dilution laws and the Dilution Act. It
notedthat unlike state dilution statutes that only focus on futureharm by providing only
injunctive relief, the federal statutefocuses on consummated actual economic harm



suffered by thefamous mark. 72 Accordingto the Fourth Circuit, evidence for the
requirement ofconsummated actual economic harm is in the remedy provisionagainst
"willful intend" 2 Sincethe Act provides monetary and restitutionary damages against
adefendant who "willfully intended to trade on the owner'sreputation or to cause dilution
of the famous mark," itfollows that the Act requires only proof of actual economic
harmsuffered by the famous mark.” Underthe Fourth Circuit's reasoning, "causes
dilution"becomes "caused dilution" and "willfulintent" has become "consummated
economic harm"!

On the other hand, a differentinterpretation of the Dilution Act can be formulated such
thatthe Act's subsection (¢)(2) simply provides different remedies <-- 1 J. INTELL. PROP.
158, 172 -->against different types of conduct committed by the defendant. ™ If there is
nowillful intent then the remedy is limited to injunctive relief. "% If there is willfulintent,
then the remedy includes monetary and restitutionaryrelief.”2 A narrowreading of the
subsection inferring that the Act absolutelyrequires proof of actual economic harm to the
famous mark,because there is the potential for monetary and restitutionaryrelief, is
contrary to well established trademarkjurisprudence. Trademark law has long provided
thatproof of likelihood of confusion is sufficient despitethe fact that the Lanham Act
allows for both equitable and legalremedies under section 35(a). 2

Moreover, section 35(a) providesremedies specific to trademark infringement or
likelihood ofconfusion claims under section 43(a), not dilution claims undersection
43(c).® Thelanguage of section 35(a) makes clear that only plaintiffs whoown
registered trademarks asserting trademark violation under theLanham Act or who allege
likelihood of confusion can obtainmonetary damages.®” Theplaintiff does not have to
prove actual economic harm due toinfringement or confusion of its mark under section
43(a).22 Similarly, Congressgrants a plaintiff <-- 1 J. INTELL. PROP. 158, 173 -->
whoprevails in a dilution claim monetaryremedies under section 35(a) which are identical
to the remediesentitled to a plaintiff who prevails in a trademark infringementor
likelihood of confusion claim. This suggests thatCongress could have not intended
section 43(c) to always requireproof of actual dilution or actual economic harm.%2

In its eager haste to pass theMoorhead bill, Congress failed to address the issues
notedabove: perpetual patent-like protection, whetheractual economic harm or likelihood
of dilution is required, andthe extent of fame a mark must possess. These issueshave
created a circus in place of the 25 clowns of the statestatutes Congress originally wanted
to eliminate. Theproblems will only proliferate until either the Supreme Courtclarifies
the meaning of the Dilution Act or Congress amends theAct with provisions to clarify the
issues notedabove. Thus, the Dilution Act has brought uncertaintywhere it had set out to
resolve uncertainties. Onceagain, trademark owners are facing problems ranging
fromconstitutional challenges, inconsistent application of dilutiontheories, differing
interpretations of the Act, and the need forforum shopping.

As demonstrated below, several circuitcourts have had the opportunity to interpret the
Dilution Act,and all of these courts seem to struggle with the concept ofdilution. The end
result so far is a circus ofdecisions that are more disjoined than the "patch worksystem"



of state laws that existed before the enactment ofthe Dilution Act. Each performer at the
circus has itsown ideas of what dilution is and how to provedilution. Yet all performers
start out at the samepoint of origin: the language of the Dilution Actitself. The audience
at the circus -- trademark ownersand practitioners -- are experiencing nothing less than
adizzying performance. Perhaps the performance isgetting too convoluted and is not well
orchestrated.

Below is a description of the variousacts at the circus with critique.
IV. A View of the Performances ofthe Circuits at the Circus
A. The First Circuit: LP. LundTrading v. Kohler Co.

The First Circuit has recentlyaddressed the standards of determining dilution and
whether theDilution Act applies to product designs in cases of first <-- 1 J. INTELL.
PROP. 158, 174 -->impression for the Circuit.® Inthis case, the plaintiff was the Danish
manufacturer of VOLAfaucets designed by the noted architect Arne Jacobsen.® The
VOLA faucet is asingle-control, wall-mounted faucet with a handle that utilizes athin
cylindrical lever to adjust water temperature and volume.®2 The VOLA faucet hasa
spout and an aerator holder of uniform diameter with the spoutbending downward at right
angles softened by acurve. The VOLA faucet only fits no-hole sinks.2® The VOLA
faucet hasbeen on the market since 1969, has received numerous awards, andhas been
displayed in the Museum of Modern Art. Thefaucet has also been regularly advertised
and featured innumerous magazines. 2

Defendant Kohler was the largestsupplier of plumbing fixtures in the United
States. In1994, Kohler contacted plaintiff Lund regarding the possibilityof selling VOLA
faucets under Kohler's name and subsequentlybought eight VOLA faucets to test whether
the faucets met U.S.regulations.@ Kohlergave a VOLA faucet to its industrial designer
who studied theVOLA faucet and then designed the Falling Waterfaucet. Kohler's
Falling Water faucet contains most ofthe VOLA faucet features described
above.22 Kohler'sFalling Water faucet is sold at lower price than the VOLA
faucet.22 Co-defendant Robern,prior to being acquired by Kohler in 1995, sold VOLA
faucets andused pictures with VOLA faucets to promote the sale of its
sinkmodules.?Y Roberncontinued to use the same pictures in its promotional
materials,despite the fact that for sales it has replaced the VOLA faucetswith the Falling
Water faucets in its sink modules.®? Plaintiff Lundbrought suit against <-- 1 J. INTELL.
PRrROP. 158, 175 --> defendants Kohler and Robern for trade dressdilution and
infringement. The district court enteredpreliminary injunction against the defendants on
dilution claim,but not on the infringement claim. The defendantsappealed.®

The First Circuit recognized from theoutset that this case raised several questions of
firstimpression in the circuit** TheFirst Circuit noted that unlike traditional trademark
and tradedress law, the Dilution Act is not concerned with consumerconfusion or the
public interest:*>the Dilution Act protects only the owners of trademarks or
tradedresses.®? The FirstCircuit stated that despite their different purposes, a claim



fortrade dress infringement and a claim for trade dress dilutionshare three elements
before the analyses diverge: (1)the trade dress must be used in commerce; (2) the trade
dressmust be non-functional; and (3) the trade dress must bedistinctive.”2 TheFirst
Circuit held that the plaintiff in a dilution claim bearsthe burden of proving that its trade
dress isnon-functional. Non-functionality is essential because(a) this doctrine prevents a
constitutional problem betweentrademark and patent law; (b) Congress could not have
intended toprovide Lanham Act protection to functional aspects of products-- trademarks
must serve their intended purpose of identifyingproduct source; and (c) the doctrine
deters a plaintiff frombringing unwarranted action since it is the plaintiff who mustbear
the burden of non-functionality.®® Thus,if the plaintiff cannot demonstrate non-
functionality, there isno trade dress protection available under the Dilution

Act®2 Accordingly, theFirst Circuit remanded the case for a finding onnon-
functionality, which the district court previously had failedto conduct. 122

<--1J. INTELL. PROP. 158, 176 -->

As to the fame prong of the analysis,the First Circuit held that that district court failed
to applythe fame factors under the Dilution Act.22 Thedistrict court erroneously
concluded that the VOLA design isdistinctive because it had acquired secondary
meaning. "% Such a per seanalysis is incorrect under the Dilution Act that requires
arigorous analysis of fame."®™ TheFirst Circuit found that the VOLA product design is
anunregistered mark and not inherently distinctive, strong ornationally
known."™ Thus,the VOLA product design has not achieved the level of famerequired
within the context of the Dilution Act.

As to the dilution prong of theanalysis, the First Circuit held that the district
court'sstandard for determining dilution through blurring was incorrect.’® The district
courthad articulated that the plaintiff must demonstrate that"the use of a junior mark has
caused a lessening of demandfor the product or services bearing the famous
mark."4% The First Circuitrejected the district court's actual harm standard because"the
demand for one product is almost always lessenedwhenever a competing product
achieves a measurable degree ofsuccess."™ 2 Acustomer's economic decision to
knowingly choose to pay less fora similar product, balancing the trade off of lower price
orgreater fame does not establish dilution through blurring.™® According to theFirst
Circuit, the correct standard for determining dilutionthrough blurring is "whether target
customers will perceivethe products as essentially the same." Thus,dilution through
blurring "has to do with the <-- 1 J. INTELL. PROP. 158, 177 -->identificationoof a
product, and that is not the same thing as a lessening ofdemand."1%

The First Circuit's standard fordetermining dilution, however, is contrary to the
Dilution Actand its legislative intent. The Dilution Act onlyprotects famous marks from
dilution, and to achieve the"famous" status within the meaning of the Dilution Acta mark
must be recognized by a large segment of the public in awide geographical
arca. 1% Thus,if a famous mark is diluted, it is the general public, not just"target
customers," which after being exposed to thejunior mark and its products, associate the
famous mark with theproducts bearing the junior mark. "™ Inaddition, the First Circuit's



requirement that the plaintiff'sproduct and the defendant's product must be perceived to
be"essentially the same" has no place in a dilutionanalysis. Such a requirement is more
appropriate withthe traditional likelihood of confusion analysis. TheFirst Circuit
essentially requires that in a dilution analysis,the plaintiff must demonstrate that the
consumer perceives theproducts as coming from the same source! Thisrequirement
contradicts the language of the Dilution Act and itslegislative intent; there is no such
requirement in theAct. In addition, the First Circuit decision ignoresthe fact that the
definition of dilution under the Dilution Actis the "lessening of the capacity of a famous
mark <-- 1 J. INTELL. PROP. 158, 178 -->to identify and distinguish goods or
services." Thelikely outcome of such actual dilution of the famous mark wouldbe that
the famous mark no longer has the reputation and prestigethat it once enjoyed, and thus
the demand for the productsbearing the famous mark would be less than before the junior
markwas used.

The First Circuit, however, raised aserious constitutional issue relating to the reach of
theDilution Act. The First Circuit examined whether theDilution Act protects product
design orconfiguration. Though recognizing that the DilutionAct does not restrict the
definition of "famous mark"to just word marks,™? theFirst Circuit observed that there is
a fundamental problem inapplying the dilution law to the product design in a
caseinvolving competing products. 2} TheFirst Circuit expressed its doubt that Congress
intended thereach of the Dilution Act to extend to the designs of competingproducts
because (a) dilution theories such as blurring andtarnishment can easily apply to word
marks but are more difficultto apply to product design marks; (b) legislative history of
theDilution Act provides examples of blurring and tarnishment toword marks only; and
(c) it is difficult to prove dilution of thesource identifying function of a product design in
a case wheresome of the product design is "partially replicated and theresult is largely
dissimilar and does not create consumerconfusion."™* TheFirst Circuit even speculated
that it is possible that Congressdid not envision anti-dilution protection for product
designagainst a competing product under the Dilution Act;"™> however, the court
recognizedthat the language of the Dilution Act does not permit a court tocategorically
deny such protection to product design.M® Nevertheless, "rare cases can be
imagined."™ 2 Thus.the court refused to read the statute broadly for fear that suchreading
would bring the Circuit "to the constitutionaledge" and require a "rigorous review" of
productdesign cases under the Dilution Act &

<--1J. INTELL. PROP. 158, 179 -->

B. The FourthCircuit: Ringling Bros.-Barnum & Bailey CombinedShows, Inc. v.
Utah Division of Travel Development.

Plaintiff Ringling Bros.-Barnum & Bailey hadbeen using the mark THE GREATEST
SHOW ON EARTH in associationwith its circus since 1872. The plaintiff obtained
afederal registration for its mark in 1961 M2 Theplaintiff has extensively advertised and
promoted its mark, andthe budget for such marketing purposes was $19 million for

itsmost recent fiscal year.222 Onaverage, more than 70 million people each year are
exposed to themark THE GREATEST SHOW ON EARTH in connection with



plaintiffRingling.‘m Revenuesderived from goods and services bearing the mark
exceeded $103million for the most recent fiscal year. 22! Toprotect its mark from
unauthorized use, the plaintiff hasexpended a substantial effort to police the mark against
thirdparty use with an enforcement program."22 Onthe other hand, defendant Utah
Division of Travel Development, anagency of the State of Utah, used the mark THE
GREATEST SNOW ONEARTH in connection <-- 1 J. INTELL. PROP. 158, 180 -->
withUtah tourism services since 1962 124 Thedefendant, however, did not use its mark
continuously; it ceased using themark in 1963, 1977 and 1989.92%) Theplaintiff brought a
dilution claim under the Dilution Act againstthe defendant and lost at a bench trial. The
districtcourt held that defendant Utah Travel Division's use of the markTHE GREATEST
SNOW ON EARTH did not dilute plaintiff Ringling'smark THE GREATEST SHOW
ON EARTH."22 Theplaintiff appealed to the Fourth Circuit that later affirmed thedistrict
court's decision.

On appeal, the Fourth Circuit did notfind the need to analyze fame."22 TheFourth
Circuit summarily affirmed the district court's conclusionthat the plaintiff's mark is
famous since over 40% of respondentsin the United States, both inside and outside of
Utah, were ableto complete the incomplete phrase THE GREATEST ON EARTH
withthe word SHOW and to associate that mark with the RinglingCircus, thus finding
that the plaintiff's mark is famous. 122

<--1J. INTELL. PROP. 158, 181 -->

The Fourth Circuit devoted most of itsopinion on the dilution analysis. It examined
statedilution statutes, the Dilution Act and its legislative history."22 It observed
thatunlike state statutes, which protect famous marks from futureharm, the Dilution Act
protects a famous mark from actualeconomic harm inflicted on the former selling power
of the famousmark by defendant's use of the junior mark."2® TheFourth Circuit found
support for its interpretation in thelanguage of the Act. According to the Fourth
Circuit,the Act requires the plaintiff to show that the defendant's useof the junior mark
actually causes dilution, as opposed to"will" or "may" cause dilution."*" In another
words,the Dilution Act focuses on the past measurable harm and not onthe future
unmeasurable harm.

The Fourth Circuit further held thatthe Dilution Act requires proof that (a) a defendant
used ajunior mark sufficiently similar to a famous mark to evoke amental association of
the two marks perceived by consumers whowere exposed to the marks; (b) the famous
mark suffered actualeconomic harm, i.e., a lessening of its former selling power forits
products or services; and (c) the defendant's use of thejunior mark caused that harm. 132

With this new standard of dilution,the Fourth Circuit rejected the survey evidence
presented by theplaintiff. The Fourth Circuit affirmed the districtcourt's finding that the
plaintiff's survey evidence failed toshow that defendant Utah's use of the junior mark had
caused anyactual harm to the plaintiff's mark in the form of a lessening ofthat mark's
former capacity to identify and distinguish theplaintiff's circus as its
subject.*2 Theplaintiff contented that, within Utah, only 25% of respondents,as



compared to 41% nationwide, associate the incomplete statementTHE GREATEST
ON EARTH with Ringling alone becausedefendant's use of its mark has caused
respondents in Utah toassociate the uses of Ringling's and <-- 1 J. INTELL. PROP. 158,
182 --> defendant's marks.** The district courtrejected the plaintiff's contention
because Ringling's surveyalso demonstrated that 46% of respondents in Utah, as
compared to41% elsewhere, associated THE GREATEST SHOW ON EARTH
WithRingling.‘m Thus,no evidence in the survey demonstrated that the defendant's useof
THE GREATEST SNOW ON EARTH lessens the capacity of plaintiff'smark THE
GREATEST SHOW ON EARTH.%3® Thepower of plaintiff's famous mark to identify
and distinguishRingling's circus was as strong within Utah as it was outside
ofUtah. Thus, there was no actual dilution ofplaintiff's mark. 122

As to proof of dilution, the FourthCircuit in Ringling obviously misread the dilution
lawand thus misinterpreted the survey evidence ofdilution. The interpretation that the
Dilution Actrequires proof of actual economic harm to the famous mark'sselling power is
contrary to a long line of jurisprudence ondilution."*¥ Dilutionthrough the blurring
theory does not require consumers in thedefendant's market to be confused or mistaken in
theirassociations of famous and junior marks.*® Dilutionindeed occurs if consumers
think of both a famous and junior markat the same time, but properly recognize that the
two products come<-- 1 J. INTELL. PROP. 158, 183 --> fromtwo different
sources. ™% Further,dilution is a slow process of whittling away the selling power ofa
trademark. 41

The Ringling court buttressedits conclusion of no dilution by pointing to the survey
evidenceestablishing that respondents in Utah, the epicenter of injury tothe plaintiff's
mark, showed a higher degree of recognition ofplaintiff's mark than respondents
elsewhere. The Ringlingcourt's analysis of the survey evidence creates a nightmare
forowners of known trademarks. If an owner establishesfame through a consumer
survey, that finding may then be used asevidence that recognition power has not
diminished, so there willbe no finding of injury or dilution to the mark!442

C. The Eighth Circuit:Luigino's v. Stouffer Corp.

In this case, plaintiff Stouffer hasbeen successfully marketing its low-fat frozen entrees
under theregistered trademark LEAN CUISINE since 1978. As acompetitor of the
plaintiff in the frozen entrees market,defendant Luigino introduced its low-fat frozen
entrees under the"Michelina's Lean 'N Tasty" mark in1996. The plaintiff immediately
requested defendant tocease using the Michelina's Lean 'N Tasty mark. Thedefendant
refused and brought a declaratory judgment that itsmark did not dilute the LEAN
CUISINE mark.%* Theplaintiff counter-claimed for dilution."**

<--1 J. INTELL. PROP. 158, 184 -->
According to the Eighth Circuit,dilution occurs when consumers associate a famous

mark that hastraditionally identified the mark owner's goods with a new anddifferent
source.®¥ Bycausing consumers to associate the famous mark with differentgoods, the



junior mark weakens the famous mark's unique anddistinctive connection to a particular
product.vThus, toestablish a trademark dilution claim, the plaintiff must showthat (a) its
LEAN CUISINE mark is famous; (b) the defendant beganusing a similar mark after the
LEAN CUISINE mark became famous;and (c¢) the defendant's mark dilutes the
distinctive quality ofthe LEAN CUISINE mark by causing consumers to connect the
LEANCUISINE mark with different products."*® Sincethe defendant conceded that the
plaintiff's LEAN CUISINE mark isfamous, the Eighth Circuit focused its attention
on"similarity and dilution."®*2

The Eighth Circuit noted that the twomarks are not similar enough to support an action
for dilution byblurring.m TheEighth Circuit's requirement that the marks be similar is
at oddswith the plain language of the Dilution Act, which does notrequire that the junior
mark be similar to the famous mark.2*® The Eighth Circuitdrew its support for its
requirement from Professor McCarthy whohas suggested that the junior mark and the
famous mark must"at least be similar enough that a significant segment ofthe target group
of customers sees the two marks as essentiallythe same."12%

As to the dilution issue, the courtrejected the plaintiff's argument that dilution occurs
becauseconsumers associate both marks with tasty, low-fat
frozenentrees. 22 Theplaintiff's argument, the court stated, is contrary to trademarklaw,
which does not give the plaintiff the exclusive right to usea mark that consumers
associate with tasty, low-fat frozenentrees. 2 Thecourt held that to succeed on a <--1 J.
INTELL. PROP. 158, 185 --> dilutionclaim, the plaintiff must demonstrate that the
defendant's mark causesconsumers toaassociate the LEAN CUISINE mark with
something other thanplaintiff's frozen entrees. Since the plaintiff failedto offer such

evidence for its dilution claim, summary judgmentin the defendant's favor was
affirmed. %

The Eighth Circuit's standard fordetermining dilution is markedly different from the
FirstCircuit's and Fourth Circuit's. The Eighth Circuitrequires that the plaintiff
demonstrate that the defendant's markis causing consumers to associate the famous mark
with somethingother than its own products. This test is differentfrom the First Circuit's
test to see if the target customersperceive the plaintiff's product and the defendant's
product asthe same. The Eighth Circuit's standard is alsodifferent from the Fourth
Circuit's requirement of a showing ofactual economic harm to the famous mark's selling
power due tothe defendant's use of the junior mark.

The standard adopted by the EighthCircuit to determine dilution is consistent with the
theory ofdilution through blurring which Professor Schechter formulated
in1927.43% Dilutionthrough blurring occurs when a customer is exposed to the
juniormark, remembers the famous mark, and associates the famous markwith the new
products or services that bear the juniormark. The Eighth Circuit decision, however,
failed toexplain how and what kind of evidence a plaintiff should offer todemonstrate that
the defendant's mark causes consumers toassociate the famous mark with different
products. Itdoes not clarify in the language of the decision whether actualdilution or
likelihood of dilution must be shown, nor the degreecof dilution a plaintiff must



demonstrate in order toprevail. The Eighth Circuit's silence on these issuesjust keeps the
circus spinning so fast that the audience andperformers are all dizzy.

D. The Ninth Circuit:Panavision International v. Toeppen

This case involved an Internet domainname dispute. Plaintiff Panavision is the owner
of thetrademark PANAVISION for motion picture camera
equipment.@) Plaintiffattempted to register panavision.com as a domain namebut could
not <-- 1 J. INTELL. PROP. 158, 186 --> becausedefendant Toeppen had already
established awebsite with such name.2% DefendantToeppen was in the business of
registering domain names ofcompanies such as Delta Airlines, Neiman Marcus, and
Eddie Bauerand subsequently offering to sell the domain names back to therespective
company.@ Thedefendant offered to sell the Panavision.com domain name toplaintiff
for $13,000.438 Theplaintiff refused and brought an anti-dilution claim

againstdefendant.

The Ninth Circuit examined thelanguage of the Dilution Act and its legislative history,
findingthe traditional theories of dilution through blurring andtarnishment inapplicable to
the Internet domain name dispute.®* The court ignoredthe fame requirement and
proceeded to analyze dilution of atrademark in the Internet context. 2% Thecourt found
that the legislative intent of the Dilution Act wasclearly aimed at stemming the use of
deceptive Internet addressestaken by those who choose marks that are associated with
theproducts and reputations of others."®2 Thus,dilution occurred in the Internet case
where the defendant'sconduct diminished the capacity of the Panavision mark toidentify
and distinguish Panavision's goods and services on thelnternet. "2 Indeed,because of the
defendant's use of plaintiff's trademark as adomain name, the plaintiff's potential
customers are discouragedif they cannot quickly locate the Internet site for
Panavisionbecause Panavision.com is being used by the defendant, and as aresult
potential customers would have to wade through hundreds ofweb sites to find the real
site. The defendant'sconduct is holding the plaintiff's Panavision mark and
reputationhostage. ! TheNinth Circuit concluded that defendant's registration of <-- 1
J. INTELL. PROP. 158, 187 -->plaintiff's Panavision mark as its domain name on the
Internetdiluted that mark within the meaning of the Dilution Act. 1%

The Ninth Circuit decision adds adifferent twist to the interpretation of the
DilutionAct. As noted above, the court completely ignored thefame analysis. ™2 Hadthe
court engaged in the fame analysis examining the factorslisted in the subsection (c)(1) of
the Dilution Act, the courtcould not have concluded that "Panavision" is a famousmark
within the meaning of the Dilution Act. The NinthCircuit apparently interpreted
congressional intent to hold thatthe Dilution Act prohibits the use of domain names taken
by thosewho deliberately chose domain names that are similar totrademarks belonging to
others. Indeed, asjustification for its finding of dilution, the Ninth Circuitquoted Senator
Patrick Leahy's statement that trademark dilutionon the Internet was a matter of
congressional concern.™ In so doing, theNinth Circuit ignored the fame analysis under
theAct. The danger in a blanket application of theDilution Act to the Internet without
engaging in the fameanalysis raises potential problems of according undeserving markson



the Internet the famous status while refusing the moredeserving marks the same

status. Thus, some marks thatshould not be entitled to federal anti-dilution protection
getthe protection merely because these marks have been used asdomain names without
permission of the trademark owners.

V. The Fun at the Circus is over
<--1 J. INTELL. PROP. 158, 188 -->

The conflicting rulings from variousappellate courts on the application and
interpretation of theDilution Act will spin trademark owners and practitioners indifferent
directions. The hope for a more uniformdilution law has been shattered by inharmonious
and fragmentedinterpretations of the Dilution Act from appellate courts.

At the present time, a number offederal circuit courts have had the opportunity to
address theDilution Act, and each has a differentinterpretation. As demonstrated above,
the First andFourth Circuits' standards to determine dilution are 180 degreesapart. The
First Circuit rejects the Fourth Circuit'srequirement that the plaintiff must demonstrate
that thedefendant's use of the junior mark lessens the demand forproducts or services
bearing the famous mark. TheFirst Circuit, instead imposes a test of whether the
targetcustomers would perceive the plaintiff's products and defendant'sproducts as
essentially the same. The Fourth Circuit,on the other hand, requires the plaintiff to
demonstrate that thedefendant's use of the junior mark has caused the famous markactual
economic harm, i.e., the famous mark's selling power isless than what it was prior to the
defendant's use of the juniormark. The Eighth Circuit articulates a third standard:it
requires the plaintiff to show that the defendant's use of thejunior mark is causing
consumers to associate the famous markwith something other than its own products. The
NinthCircuit interprets the Act to address congressional concern ontrademark use on the
Internet. The Ninth Circuitignores the fame analysis altogether and fashions a new
dilutiontheory of diminishment. Under this theory, theplaintiff bears the burden to show
that the defendant's use ofthe trademark is discouraging the plaintiff's potential
customersfrom surfing the web to get to the plaintiff'ssite. The customers may have to
wade through hundredsof sites before they reach the plaintiff's site since thedefendant
occupies the obvious site name.

Moving towards a more harmonious anduniform interpretation of the Dilution Act
requires the courts toacknowledge from the outset that only truly famous marks
areentitled to federal anti-dilution protection. The fameanalysis is critical to the overall
dilutionanalysis. By engaging in vigorous review of whether amark has achieved fame
and distinctiveness as required by theDilution Act, courts will eliminate the potential
problem ofprotecting non-famous, and thus undeserving, marks, which areknown only in
small market niches or limited geographicalareas. The starting point of analyzing fame is
thelist of eight factors in subsection (c)(1) of section 43 of theLanham Act.

After determining whether a mark isfamous within the meaning of the Dilution Act,
the courts need todetermine the appropriate standard for ascertaining whether afamous



mark is diluted and the degree ofdilution. Again, the starting point for a dilutionanalysis
is the language of the Dilution Act itself, whichprovides federal protection to owners of
famous marks against"another person's commercial <-- 1 J. INTELL. PROP. 158, 189 -->
usein commerce of a mark or trade name, if such use begins after the markhas become
famous and causes dilution of the distinctive quality of the

famousmark."™2 TheDilution Act defines dilution as "the lessening of thecapacity of a
famous mark to identify and distinguish goods orservices, regardless of the presence of
absence of (1)competition between the owner of the famous mark and otherparties, or (2)
likelihood of confusion, mistake, ordeception.”@ Mostcourts seem to disagree on the
definition of dilution and how todemonstrate dilution.

Though legislative history of theDilution Act and the language of the Act itself fail to
provideany examples of dilution through blurring that causes "thelessening of the
capacity of a famous mark to identify anddistinguish goods or services," courts should
recognize thatdilution through blurring is a slow process. Torequire a plaintiff to show
actual economic harm suffered by thefamous mark is unreasonable, if not
impossible. Suchproof would require owners of famous marks to wait until theycould
quantify the actual economic harm to the famousmark. By that time it is probably too
late for theowner to get a preliminary injunction, or worse: thedefendant may use laches
and numerous third party use asdefenses. A likelihood of dilution standard would
bemore realistic a test for the plaintiff todemonstrate. Likelihood of dilution can be
shownthrough consumer survey evidence that follows acceptable criteriaof survey
research. Additionally, since the languageof the Dilution Act does not require owners of
famous marks toshow source confusion, courts should avoid imposing the"source
confusion" test such as the First Circuit didwhen requiring that the plaintiff in a dilution
claim todemonstrate that the products were perceived by target customersas essentially
the same.

As to product design marks, courtsshould not dodge the issues: non-functional
productdesign marks are entitled to federal anti-dilution protectionjust as word marks
would be. As long as a productdesign mark meets (1) all the criteria of a trademark, i.e.,
theproduct design is inherently distinctive, identifies source, andis non-functional; and (2)
all the criteria of a famous mark aslisted in subsection (¢)(1), it is then entitled to theanti-
dilution protection under the Dilution Act. Thedilution analysis should then proceed as in
any other casesinvolving famous marks. Step 1 would ensure that theconflict between
patent and trademark laws is resolved by onlyproviding trademark protection for product
designs that areinherently distinctive, act like source identifiers and arenon-
functional. Step 2 would ensure that only famousproduct design marks are entitled to
federal anti-dilution <-- 1 J. INTELL. PROP. 158, 190 -->protection. This would put to
rest concerns relatingto perpetual patent-like protection for productdesigns. These steps
involve vigorous analyses, andmost likely, very few product designs could pass muster.

V. Conclusion

With the discrepancies andinconsistencies among the standards employed by the
variouscircuits, if a more uniform approach to dilution is not soonreached, forum



shopping is unavoidable. Trademarkowners would seek district courts in a circuit that
has a morelenient requirement for proof of dilution. If theconflict among the Circuits is
irreconcilable, it may be time forthe Supreme Court or Congress to clarify the appropriate
standardof determining dilution.
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