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INTRODUCTION

On March 4, 2003, the United States Supreme Court issued its unanimous decision,
written by Justice John Paul Stevens, regarding the Federal Trademark Dilution Act (“FTDA”).
The FTDA isa 1995 Amendment to the Trademark Act of 1946 and states that:

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 an injunction against another person’s commercial
use in commerce of a mark or trade name, if such use begins after
the mark has become famous and causes dilution of the distinctive
quality of the mark, and to obtain such other relief asis provided in
this subsection.?

To determine whether a mark is distinctive and famous, a court may consider factors such as, but
not limited to:

(A) the degree of inherent or acquired distinctiveness 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 or services 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 marks' 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.®

The FTDA defines “dilution” as “the lessening of the capacity of afamous mark to identify and
distinguish goods or services, regardless of the presence or absence of (1) competition between
the owner of the famous mark and other parties, or (2) likelihood or confusion, mistake, or

nd

deception. Due to uncertainty about how to prove the element “causes dilution” under the

FTDA, the partiesin Moseley d/b/a Victor’s Little Secret v. V Secret Catalogue, Inc., et al.,>



asked the Supreme Court to determine whether the FTDA requires a showing of (i) actual
dilution; or (ii) alikelihood of dilution.

BACKGROUND

This case commenced in the Western District of Kentucky when V Secret Catalogue,
Inc., Victoria s Secret Stores, Inc., and Victoria' s Secret Catalogue (collectively, “Victoria s
Secret”) brought claims of (i) trademark infringement under the Lanham Act; (ii)
misrepresentation under 15 U.S.C. 8§ 1125(a); (iii) trademark dilution under the FTDA; and (iv)
state common law claims of trademark infringement and misrepresentation against Victor and
Cathy Moseley d/b/aVictor's Little Secret (“Moseley”) as aresult of Moseley’ s use of the mark
“Victor’'s Little Secret” for an adult toy and lingerie store.

A. Factual Background

V Secret Catalogue, Inc. registered the “Victoria' s Secret” mark in the United States
Patent and Trademark Office on January 20, 1981, and licensed Victoria s Secret Catalogue and
Victoria's Secret Stores to use the mark. Victoria s Secret sells a complete line of women's
lingerie, aong with other clothes and accessories. Victoria's Secret Stores operates over 750
stories, including two in Louisville, Kentucky — within 60 miles of Moseley’s store in
Elizabethtown, Kentucky — that Victoria's Secret Stores opened in 1982 and 1985. Victoria's
Secret Catalogue distributes 400 million copies of the Victoria s Secret catalogue each year,
including 39,000 in Elizabethtown, Kentucky. In 1998, Victoria s Secret spent over $55,000,000
on advertising, and a recent survey rated Victoria's Secret as the 9th most famous brand in the

apparel industry.

Moseley opened “Victor's Secret” in February, 1998, selling lingerie for men and

women, adult videos, sex toys, and “adult novelties.” On February 12, 1998, Colonel Baker,



Staff Judge Advocate at Fort Knox, Kentucky noticed —in aweekly publication for the Fort
Knox residents — an advertisement of the grand opening of Moseley’s store, “Victor's Secret,” in
Elizabethtown. Colonel Baker sent a copy of the advertisement to Victoria s Secret, who
promptly wrote a cease and desist letter to Moseley. Moseley claimed unawareness of Victoria's
Secret’ s catalogue and stores and responded by changing the name of the storeto “Victor’s Little
Secret.”

B. Procedural History

The district court granted summary judgment to Moseley on Victoria Secret’s federal and
state trademark infringement claims for lack of sufficient evidence to establish alikelihood of
confusion between the two marks. The district court also held that Moseley’ s mark diluted the
Victoria s Secret mark — absent a showing of any actual tarnishment or blurring — and enjoined
Moseley from use the of mark because Victor’s Little Secret had a “tarnishing effect” on the
famous Victoria' s Secret mark under the FTDA.® The district court stated that a clear reading of
the FTDA mandates that Victoria's Secret must prove the following elements: (i) its mark is
famous; (ii) Moseley is making a commercial use of its mark in commerce; (iii) Moseley’ s use of
its mark came after the Victoria s Secret mark became famous; and (iv) Moseley’ s use of its
mark dilutes the quality of the Victoria's Secret mark.”

The Sixth Circuit, however, recently adopted the Second Circuit’s Nabisco test requiring
the distinctiveness element, and so the appellate court — applying the anti-dissection rulein
determining distinctiveness under the Nabisco test — held that the Victoria's Secret mark was
distinctive and that the district court would have come to the same conclusion if it had applied
the Nabisco test.® The appellate court then examined the conflicting lines of authority regarding

the standard of proof for dilution under the FTDA. The Fourth Circuit’s “concededly stringent”



standard requires that the owner of afamous trademark prove that the junior user caused actua
economic harm to the famous mark by “an actual lessening of the senior mark’s selling power,
expressed as ‘ capacity to identify and distinguish goods or services.””® The Fifth Circuit
endorsed the Fourth Circuit’s holding that “the FTDA requires proof of actual harm since this
standard best accords with the plain meaning of the statute. . . . Both the present tense of the
verb [*causes dilution”] and the lack of any modification of ‘dilution’ support an actual harm
standard.”*® Conversely, the Second Circuit rejected the Ringling Bros. approach and concluded
that — because the FTDA permits the broad relief of an injunction — the statute allows
“ adjudication granting or denying an injunction . . . before the dilution has actually occurred.”**
In concluding that Congress's intent in enacting the FTDA was to provide plaintiffs a nationwide
remedy for dilution claims, the Sixth Circuit adopted the Second Circuit’ s broad Nabisco
approach and affirmed the district court’ sinjunction against Moseley.

On April 15, 2002, the Supreme Court granted certiorari to resolve the split of authority

with respect to the standard for proving dilution under the FTDA™ and held a hearing for

arguments on November 12, 2002.%3

ARGUMENTSIN FRONT OF THE SUPREME COURT

Moseley requested that the Court construe the FTDA to “keep Federal trademark law in
its proper bounds’ and submitted that the Court could accomplish this by “choosing objective
proof over supposition and inference to guide future FTDA cases.”™* According to Moseley,
Victoria's Secret should show that Moseley’ s mark is lessening the capacity of that mark to
identify and distinguish its services — which is best done by consumer surveys.> Moseley stated
that “we live in an age when consumer surveys, voter surveys, public opinion surveys are done

over aweekend, and in this situation that is the kind of survey we would suggest.”*®* Moseley



concluded with a comparison of his interpretation of the FTDA against Victoria's Secret’s
interpretation:

[o]ur choice is grounded in the actua use, words that Congress
used, and [Victorias Secret’'s] position is grounded in the
academic theory of dilution which we say is way ahead of the law.
Our standard is objective and predictable. Theirs is subjective,
unpredictable, invites the courts to substitute its own judgment for
consumer perceptions. . . . Our standard merely puts the famous
mark owner to their proof to show that Congress words, the
lessening of the capacity, has been established as a matter of proof.
They should not get a national injunction without that. Our
standard keeps trademark law in its proper bounds. Their standard
merely rewards the achievement of fame.'’

Deputy Solicitor General Wallace appeared on behalf of the United States, as amicus
curiae, and supported Moseley. Using the Ringling Brothers case as an example for the Court,
Deputy Wallace argued that:

[p]eople might associate Utah's use of Greatest Snow on Earth

with Ringling Brothers' use of Greatest Show on Earth, but if they

keep the two distinct in their minds, even though they recognize

that it's a play on the same words, but they think the trademarks

refer to different products and services, then . . . no harm is done to

Ringling Brothers.’®
He stated that harm is done when the consumers “are diminished in their capacity to recognize
the mark that is the famous mark that is being protected.”*®

The International Trademark Association (“INTA”) — anot-for-profit organization of
trademark owners, law firms, advertising agencies, packaging companies, and professional
associations who emphasi ze the importance of trademarks and promote an understanding of the
role of trademarks™ — filed a brief as amicus curiae in support of Victoria's Secret. INTA
anayzed the legidative history of the FTDA and pointed out that Congress had noted that
“DUPONT shoes,” “BUICK aspirin,” and “KODAK pianos’ would be actionable because “such

uses lessen the capacity of the mark to identify goods, and reduce the public’s perception that the
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mark signifies something . . . singular.”“> Quoting an article from The Trademark Reporter,

INTA argued that the DUPONT, BUICK, and KODAK examples illustrate how “other

associations inherently lessen a famous mark’ s capacity to identify and distinguish goods.

Dilution, indeed, is not an empirically sustainable fact.”*

Victoria's Secret emphasized the importance of the narrow application of the FTDA
because of the requirement that the mark has to be truly famous.”® In response to the question of
whether BUICK signifies something more than cars, Victoria s Secret stated:

Not just that, but a certain mark and quality and a kind of product
is exemplified, and that’s what makes a mark famous. . . . Now, if
—we know that these marks have value. When — when companies
are acquired, often as much as four-fifths of the value may go to
use that name. That is something quite valuable . . . and its value
isgoing to belost . . . if there are athousand different ones.?*

Victoria's Secret argued that economic injury “often would not be identifiable — until it’s too late

to rectify the harm that has been done.”?

THE SUPREME COURT’'S DECISION

The Supreme Court reviewed the legidative history of the FTDA and noted that
“[u]nlike traditional infringement law, the prohibitions against trademark dilution are not the
product of common law development and are not motivated by an interest in protecting
consumers.”?® While the concepts of “tarnishment” and “blurring” are in the legislative history
of the FTDA and are central to state antidilution statutes, the language of the FTDA isvoid of
any reference to these concepts. The Court concluded that the absence of the requirement of a
“likelihood of harm” —which is explicitly and repeatedly in other Lanham Act provisions —

dictates that the requirement of “causes dilution” unequivocally requires proof of a completed

harm.?” The Court supported this conclusion by interpreting the FTDA’s definition of “dilution”



and finding that the second stipulation — “regardless of the presence or absence of . . . (2)
likelihood of confusion, mistake, or deception” — confirms that actual dilution must be
established.”®

Next, the Court provided three guidelines for proving actual dilution:

The consequences of dilution — such as an actual loss of sales or profits — are not
required to prove actual dilution;”

If the junior user’s mark and the famous mark are identical, then direct evidence
(i.e., acustomer survey) is not required if circumstantial evidence — exists;*® and

If the junior user’s mark and the famous mark are not identical, then
circumstantial evidence (i.e., mere mental association between the two marks) is
insufficient to prove actual dilution and direct evidence isrequired. “Whatever
difficulties of proof may be entailed, they are not an acceptable reason for
dispensing with proof of an essential element of a statutory violation.”

In this case, the record demonstrated that — although Colonel Baker made a mental
association between the famous Victoria's Secret mark and Victor’s Little Secret — he was only
offended by the Moseleys and did not form any different impression of Victoria s Secret.
Because this evidence did not support the summary judgment on the FTDA cause of action, the
Court reversed the Sixth Circuit’s judgment and remanded this case to clarify the evidentiary
showing required by the FTDA.** Justice Anthony Kennedy concurred and suggested that the
word “capacity” in the FTDA’s definition of dilution “imports into the dilution inquiry both the
present and the potentia power of the famous mark to identify and distinguish goodsand . . . in
133

some cases the fact that this power will be diminished could suffice to show dilution.

APPLICATION OF THE FTDA AFTER MOSELEY v. VICTORIA’S SECRET

A few courts have had the opportunity to apply the Supreme Court’srulesin FTDA
cases. In Pinehurst, Inc. v. Wick and Am. Distribution Sys., Inc., d/b/a Defaultdata.com,®*
Plaintiff owned two very famous federal service marks for golfing, resort, and country club

services. “Pinehurst” and “Pinehurst Resort and Country Club.” Defendants registered 3,000 to



4,000 domain names that were confusingly similar to some of the most famous marks in the
country, including 250 domain names similar to well-known law firms. Plaintiff set forth
evidence that Defendant registered the law firms' domain names “in order to mess with attorneys
because Defendants feel lawyers are the biological parents of big-business and the U.S.
Constitution has never made a mortgage payment for alawyer.”*® In addition to businesses and
law firms, Defendants targeted famous country clubs and golf clubs to “mess’ with the lives of
executives who play golf at these facilities Because Plaintiff cannot obtain the registration of
Defendants' Pinehurst domain names and engage in electronic commerce under these names, the
selling power of Plaintiff's marksis reduced. The court held that Defendants' registration and
use of Plaintiff’s service marks constitutes dilution under the FTDA because Defendants’
registration and use of Plaintiff’s marks reduced Plaintiff’s control over its unique association
with its marks.*®

Contrarily, in Best Céllars, Inc. v. Wine Made Smple, Inc.,*” Plaintiff owned and
operated four wine stores — including its flagship store on the Upper East Side of Manhattan —
which organized wines by taste category (i.e., light, medium, or heavy-bodied white or red
wines, sparkling and dessert wines), rather than by grape type or country of origin. The intention
of using this “totally new kind of retail store for wine” was to simplify the wine shopping
experience for the novice wine consumer. The interior decor for the flagship store included wine
racks built into awall — consisting of tubes to hold bottles of wine horizontally — to creating the
appearance of agrid of steel rimmed holes in alight wood-paneled wall. Plaintiff’s stores
consisted of alimited selection of wines, retailing for under $20.00 a bottle, sorted by taste, and
displayed on a“wall of wine.” Specialty wine magazines described the stores as “radically

new,” “revolutioniz[ing] wine shopping,” and as offering “the most origina approach to selling



wine.”*® Defendants opened wine stores around the country, including one in the Upper East
Side of Manhattan less than two miles from Plaintiff’s flagship store. Defendants’ stores sell
wine to novice wine consumers by organizing their inventory by taste category, by displaying the
wine bottles horizontally, and by retailing modestly-priced wines in an imaginatively-decorated
store. The court held that the operation of Defendants’ stores did not constitute dilution under
the FTDA because — absent any evidence of marketing studies, a nationwide advertising
campaign emphasizing the trade dress, or any other indicia of consumer awareness of its trade
dress — Best Cellars failed to demonstrate customer awareness of its trade dress sufficient to
establish its fame.*

CONCLUSION

The Supreme Court’s decision in Moseley v. Victoria's Secret makes clear what evidence
is insufficient to prove dilution under the FTDA: if the marks are not identical, mere mental
association isinsufficient. What may be less clear is what evidence is sufficient to prove dilution
under the FTDA: *“consumer surveys and other means of demonstrating actual dilution are
expensive and unreliable.” In at least one post-Moseley, cybersquatting case, however, the court
held that the Plaintiff set forth sufficient evidence to establish dilution under the FTDA.
Although the Supreme Court’ s decision may cause difficulties for owners of famous trademarks
to enjoin others from using similar forms of the mark for non-competitive businesses, the Court
rejected the Fourth Circuit’s most stringent rule that these trademark owners must establish proof
of economic harm.

Incidentally, Moseley renamed his store: “ Cathy’s Little Secret.”
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