Tiffany P. Robinson, Esq., Writing Sample
Article Published:  
University of Baltimore Intellectual Property Law Journal, 9 UBAIPLJ 97, 2000.
Job Announcement No.:  NEAG09792045


Nabisco, Inc. and Nabisco Brands Company v. PF Brands, Inc. and Pepperidge Farm, Inc.

PROTECTED RIGHTS TRIUMPH OVER COMPETITION 

IN OUR “FREE-MARKET SOCIETY”

I.
INTRODUCTION

“Bite-sized, orange, cheddar-cheese-flavored, fish-shaped cracker.”  This description conjures a

mental image of only one product in the minds of most people:  The Pepperidge Farm “Goldfish.”   Recently, however, the United States Court of Appeals for the Second Circuit was presented with a very similar product developed by Nabisco in promotion of a Nickelodeon Television Network program.  In making its decision of whether this new product would be a nice, new addition to the grocery store snack isle on the one hand, or an illegal imposter on the other, the Court based its analysis on the Federal Trademark Dilution Act (“FTDA”),
 which provides:

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…

This new federal antidilution statute defines dilution as “the lessening of the capacity of a famous mark to identify and distinguish goods or services….”  In Nabisco, Inc. and Nabisco Brands Company v. PF Brands, Inc. and Pepperidge Farm, Inc.,
 the court held that Nabisco’s product, if left on the market, would dilute the distinctiveness of Pepperidge Farm’s Goldfish cracker.  In so holding, the court affirmed an order requiring Nabisco to recall and cease selling its new product.

I. BACKGROUND

It is unclear whether Pepperidge Farms realized or planned in 1962, with its introduction of a

small, orange, cheddar cheese-flavored, fish-shaped cracker, that this “Goldfish” would later become its signature.
  However, after instituting an aggressive marketing campaign directed at children in 1994, and gaining substantial media coverage from 1995 to 1998,
 this is exactly what happened.  Pepperidge Farm’s net sales of Goldfish crackers more than doubled to $200 million per year, making Goldfish the second-largest selling cheese snack cracker in America today.



In August of 1998, Nabisco entered into a Joint Promotion Agreement (“JPA”) with Nickelodeon Television Network, authorizing Nabisco to produce cheese crackers in shapes based on Nickelodeon’s new “CatDog” cartoon program.  Due to the program’s immediate popularity, Nabisco expected the production of its CatDog snack to be a success.  The snack that it developed consisted of three shapes:  half of the crackers in the package were in the shape of the CatDog character, one-quarter were in the shape of a bone, and one-quarter were in the shape of a fish.  The fish-shaped cracker, which obviously was the cause for controversy in this case, was very similar to Pepperidge Farm’s Goldfish cracker in color, shape, size and taste.  The date for the CatDog product’s formal introduction was set for February 1, 1999.

II. PROCEDURAL HISTORY

After seeing a sample of the CatDog product in December of 1998, Pepperidge

Farm wrote to Nabisco, requesting that it cease and desist use of the goldfish-shaped cracker in its product and marketing.
  In response, Nabisco filed a complaint against Pepperidge Farm seeking a declaratory judgment that the CatDog product did not violate any of Pepperidge Farm’s rights.  Pepperidge Farm counterclaimed that Nabisco’s goldfish constituted trademark infringement under § 43(a) of the Lanham Act, 15 U.S.C.§ 1125(a) and dilution under the FTDA, § 43(c) of the Lanham Act.  In addition, Pepperidge Farm alleged dilution and unfair competition under New York law
 and moved for a preliminary injunction enjoining Nabisco from marketing its product.


Relying on a six-factor test introduced in a concurring opinion in Mead Data Central, Inc. v. Toyota Motor Sales, U.S.A., Inc.,
 relating to the New York antidilution statute, the United States District Court for the Southern District of New York concluded that Pepperidge Farms had proven a likelihood of success on the merits of its dilution claims and that this likelihood “automatically” established irreparable harm because “dilution is itself an injury which [cannot] be recompensed by money damages.”
  While the court also held that Pepperidge Farm had failed to show likelihood of success in establishing a claim of trademark infringement, the district court granted the preliminary injunction against Nabisco, basing its decision on the federal and state dilution claims.    

III. APPLICABLE LAW AND RATIONALE

On appeal, the United States Court of Appeals for the Second Circuit affirmed the district

court’s order, but declined to adopt the six Mead Data factors as a fixed test for dilution under the FTDA.  The Court asserted that the test used by the district court not only confusingly lumped together crucial terms, but it completely neglected to include many factors pertinent to the analysis.
  Furthermore, the Court realized that “no court should, at least at this early stage, make or confine itself to a closed list of the factors pertinent to the analysis of rights under the new antidilution statute.”


The Court of Appeals, therefore, began its analysis of whether Pepperidge Farm showed likelihood of success in proving dilution by looking directly to the statute.  Under the FTDA, there are five necessary elements to a claim of dilution, two of which the Court felt required discussion.  It was not disputed that Pepperidge Farm’s Goldfish (the “senior mark”) was famous, that Nabisco’s junior use of the mark was a commercial use in commerce, nor that the junior use began after the senior mark had become famous.
  However, the requirements that the senior mark be “distinctive” and that the junior use “dilute its distinctive quality” are what caused the Court to undergo further scrutiny.  


First, the Court recognized that while a mark cannot qualify for protection under the FTDA unless it is distinctive, “the degree of distinctiveness of the senior mark has a considerable bearing on the question whether a junior use will have a diluting effect.”
  The more distinctive a mark, such as a purely fanciful made-up pattern, design or word (i.e. Kodak), the more likely it is to suffer dilution.
  Finding no logical relationship between the shape of a goldfish and a bite-sized cheese cracker, the Court concluded that Pepperidge Farm’s senior mark was “reasonably distinctive.”
  


Secondly, the Court discussed the most obvious factor in analyzing any dilution claim:  the similarity of the marks.  The question to be answered was whether the two marks were sufficiently similar so that the junior mark would conjure an association with the senior in the mind of the consumer.  In this case, Nabisco’s goldfish cracker acquired essentially the same color, shape, size and taste as Pepperidge Farm’s Goldfish, the only difference being some small, faint markings on one side of Nabisco’s cracker.  Nabisco’s argument, that its goldfish crackers were uniquely packaged along with other shaped crackers, did not persuade the Court.  Seeing the crackers in a dish, the Court asserted, consumers would more likely recognize a cracker reminiscent of Pepperidge Farm’s Goldfish than a cracker associated with characters in Nickelodeon’s CatDog program.
  


Even though other courts have examined whether the senior is likely to enter the junior’s market, or “bridge the gap,” the Court next exemplified that this issue was irrelevant in the case at bar.
  It noted that because the junior was using the senior’s mark in the same sector of commerce, there simply was no gap.
  The Court was conscious, however, of the legislative history of antidilution statutes which show primary concern for junior uses of famous marks on products in unrelated areas of commerce.  Nevertheless, it revealed that sometimes proximity of the products may actually be necessary to dilution.
  The junior use of a senior mark in a closely related area could confuse consumers as to which mark is which, most certainly diluting the distinctiveness of the senior mark.  In fact, the Court believed that the two marks’ use in precisely the same area of commerce, coupled with their substantial similarity, made a strong case for the likelihood of dilution in favor of Pepperidge Farm, notwithstanding that it had found the goldfish to be only moderately distinctive.
 


The Court then shifted the focus of its discussion to the consumers of these products.  Since the two products would be in direct competition, each being a substitute for the other, there would be an overlap among consumers. 
 The Court viewed the fact that consumers of Pepperidge Farm’s Goldfish would see Nabisco’s product in the same isle of the grocery store, as a pertinent factor strongly favoring Pepperidge Farm.
  The Court also mentioned that the sophistication of the consumer may be a relevant factor when considering the likeliness of similar marks causing confusion.  While Nabisco argued that children would be the primary consumers of their product and would easily be able to tell the difference between the two marks from the packaging, the Court realized that it would be adults, with less awareness of Nickelodeon’s CatDog program, who would primarily be purchasing the products.
  In addition, bite-sized cheese crackers are often served as “adult snacks” at parties, restaurants and bars, where the packaging is never even seen.  In this type of situation, it is very likely that Nabisco’s goldfish cracker would cause confusion and would dilute the distinctiveness of Pepperidge Farm’s Goldfish.        


Finally, the Court found not only that Pepperidge Farm acted with “reasonable promptness” in its effort to enjoin the junior use of the mark, but also that Nabisco had “not yet built up a following in its use of the goldfish.”
  Therefore, there was no chance that Nabisco would suffering harm or deprivation of existing goodwill by the Court’s affirming the district court’s order.
  This, along with each of the other factors previously discussed, compelled the Court of Appeals to conclude that Pepperidge Farm demonstrated a high likelihood of success in proving dilution.  


While, at this point, the Court had made its decision in favor of Pepperidge Farm, it chose to explore one of Nabisco’s arguments in more detail.  It clarified that “dilution can occur where the junior mark’s use competes directly with the senior’s as well as where the junior use is in a non-competing market.”  Although Nabisco claimed that the antidilution statute did not apply to competing products, partly due to the fact that such competing use would already be forbidden by the infringement statutes, the Court indicated that (1) the FTDA expressly states that dilution may occur “regardless of the presence or absence of …competition” between the two users and (2) Pepperidge Farm was simply given a choice of remedies, neither one barring the other.
      


IV. PROSPECTIVE EFFECTS 

The court of appeal’s holding that the FTDA clearly applies to products competing in the same

market, may have unexpected, as well as unfortunate, consequences.  It is a difficult task to invent new and purely original products in today’s competing market.  This decision may have the effect of compelling large companies to file suit against every other company that uses a similar mark, causing great damage to the concept of  “free-market society.”  Regrettably, the court may have  “opened the flood gates” of litigation to many companies interested in gaining market share.   

Furthermore, this outcome may preclude start-up companies from introducing a new product that is somewhat similar to a product already on the market.  Although existing companies with famous trademarks will probably breathe a sigh of relief after reading the opinion in Nabisco, Inc. and Nabisco Brands Company v. PF Brands, Inc. and Pepperidge Farm, Inc.,
 it seems unfortunate that, in the future, consumers may not even be given the opportunity to choose for themselves whether a new, unfamiliar product is superior to an older, famous one. 
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