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[*212] LEVAL, Circuit Judge:

Nabisco, Inc. and Nabisco Brands Company (collectively "Nabisco") appeal from the prelimi-
nary injunction entered by the United States District Court for the Southern District of New York
(Shira A. Scheindlin, District Judge) upon the motion of Pepperidge Farm, Inc. and PF Brands, Inc.
(collectively "Pepperidge Farm" or "Pepperidge"). The district court found that Nabisco's use of an
orange, bite-sized, cheddar cheese-flavored, goldfish-shaped cracker (as part of a tie-in promotion
of a Nickelodeon Television Network television production) would dilute the distinctive quality of
Pepperidge Farm's mark consisting of an orange, bite-sized, cheddar cheese-flavored, gold-
fish-shaped cracker, in violation of the Federal Trademark Dilution Act ("FTDA"), section 43(c) of
the Lanham Act, 15 U.S.C. B 1125(c), and New York's antidilution statute, N.Y. Gen. Bus. Law 0
360-/. The court entered an order requiring Nabisco to recall and cease selling its goldfish cracker.
We affirm.

BACKGROUND
1. Facts

Pepperidge Farm has produced small crackers in the shape of a goldfish (the "Goldfish" cracker)
continuously since 1962. Although the Goldfish line of products includes crackers in various flavors
and mixes, the primary product is the orange, cheddar cheese-flavored, fish-shaped cracker, sold in
a bag or box under the trade name "Goldfish" and exhibiting a picture of the cracker on the exterior.
The company has obtained numerous trademark registrations for the Goldfish design and name. In
1994, it launched an aggressive marketing campaign directed at children, who make up about half
of Goldfish [*213] consumers, and between 1995 and 1998, it spent more than $ 120 million
marketing the Goldfish line nationwide. The cracker has also been the subject of substantial media
coverage, including a feature on "The Today Show" and an episode on "Friends." From 1995 to
1998, net sales of Goldfish crackers more than doubled, to $200 million per year. Measured by sales
volume, Pepperidge Farm's Goldfish is the second-largest selling cheese snack cracker in America
today. Measured in sales dollars, Goldfish ranks number one.



Occasionally, companies other than Pepperidge Farm have produced cheese crackers shaped
like sea creatures, including "Guppies," "Dolphins & Friends," and "Whales." Only one of these
products has included a cracker shaped like a goldfish--Nabisco's "Snorkels." Snorkels obtained
only a small market share, and it is no longer on the market.

In spring 1998, Nickelodeon Television Network approached Nabisco to explore a possible joint
promotion for Nickelodeon's new cartoon program, "CatDog." In August 1998, Nabisco and Nick-
elodeon entered a Joint Promotion Agreement ("JPA"), giving Nabisco the right to produce cheese
crackers in shapes based on the CatDog cartoon. The agreement required Nabisco to print on its
packages that "CatDog and related titles, logos and characters are trademarks of" Nickelodeon's
parent, Viacom International, Inc. Nabisco's CatDog product was intended to compete with other
animal-shaped cheese crackers marketed to children.

The star of the CatDog cartoon program is the CatDog--a two-headed creature that is half cat
and half dog. Each half of the CatDog has a distinct personality. The fish is the favorite food and the
symbol for the cat half; the bone is the preferred meal and emblem for the dog half. Other characters
that are featured on the cartoon include a mouse, a rabbit, a squirrel, and several dogs. In its first
three months, the CatDog show garnered a 3.9 Nielsen rating, making it close to the most widely
watched program for children.

Pursuant to its agreement with Nickelodeon, Nabisco developed a CatDog snack that consists of
small orange crackers in three shapes: half the crackers in a package are in the shape of the
two-headed CatDog character, one-quarter in the shape of a bone, and one-quarter in the shape of a
fish. The fish-shaped cracker closely resembles Pepperidge Farm's Goldfish cracker in color, shape,
and size, and taste, although the CatDog fish is somewhat larger and flatter, and has markings on
one side. The CatDog product was to be sold in boxes featuring the CatDog and showing fish and
bones in the background. The launch of the CatDog product was set for February 1, 1999.

2. Proceedings Below

In mid-December 1998, executives at Pepperidge Farm for the first time saw a sample of the
CatDog product. On December 21, Pepperidge Farm wrote to Nabisco protesting the gold-
fish-shaped cracker and requesting that Nabisco cease and desist use of that cracker in its product
and marketing. Nabisco responded by filing a complaint against Pepperidge Farm seeking a de-
claratory judgment under 28 U.S.C. 8 2201 that the CatDog product did not violate any of Pep-
peridge Farm's rights in the Goldfish. Pepperidge Farm counterclaimed that Nabisco's goldfish con-
stituted trademark infringement under 3 43(a) of the Lanham Act, 15 U.S.C.  1125(a), and dilution
under the FTDA, B 43(c) of the Lanham Act, 15 U.S.C.  1125(c), as well as dilution and unfair
competition under New York law. Pepperidge Farm moved for a preliminary injunction barring Na-
bisco from marketing its product.

The district court found for Pepperidge and granted the preliminary injunction on the federal
and state dilution claims, but not on the federal trademark infringement or state unfair competition
claims. Ina [*214] thorough opinion, the district judge concluded that the Pepperidge Farm Gold-
fish mark is nonfunctional, distinctive and famous and is protectable under the antidilution and in-
fringement statutes. In deciding whether Nabisco's use of a fish in its CatDog product would dilute
the Goldfish mark, the court applied the six-factor test proposed in a concurring opinion in Mead
Data Central, Inc. v. Toyota Motor Sales, U.S.A., Inc., 875 F.2d 1026, 1035 (2d Cir. 1989) [**7]
(Sweet, J., concurring), relating to the New York antidilution statute. The court found that each of



the six Mead Data factors weighed in favor of a finding of dilution, and concluded that Pepperidge
Farm had proven a likelihood of success on the merits of its dilution claims under both federal and
state law.

In essence, Pepperidge Farm has taken a unique and fanciful idea--creating a cheese
cracker in the shape of a goldfish--and turned this idea into its signature. Nabisco's in-
clusion of this signature element as part of the CatDog product strikes at the heart of
what dilution law is intended to prevent: the "gradual diminution or whittling away of
the value of the famous mark by blurring uses by others." Over time, the presence of
Nabisco's goldfish-shaped cracker within the CatDog mix is likely to weaken the focus
of consumers on the true source of the Goldfish.

Nabisco, Inc. v. PF Brands, Inc., 50 F. Supp. 2d 188, 1999 WL 47313, at *18 (S.D.N.Y. 1999) (to
be reported at 50 F. Supp. 2d 188) (internal citation omitted). The court also concluded that likeli-
hood of dilution "automatically" establishes irreparable harm, because "dilution is itself an injury
which [cannot] be recompensed by money damages." Id. at *6 (quoting Deere & Co. v. MTD
Prods., Inc., 860 F. Supp. 113, 122 (S.D.N.Y.), aff'd, 41 F.3d 39 (2d Cir. 1994)).

On the other hand the court found that Pepperidge Farm had failed to show a likelihood of suc-
cess in establishing a claim of trademark infringement. This conclusion was primarily supported by
Pepperidge Farm's failure to demonstrate that any actual confusion had occurred among consumers,
and the fact that Nabisco's goldfish was part of a three-shape mixture and came in a package that
featured most prominently the CatDog, rather than the fish.

Based on its finding of likely success in proving dilution, the court ordered Nabisco to recall and
cease distributing its goldfish crackers. Nabisco appeals.

DISCUSSION

Nabisco's primary contentions on appeal are that: (1) Pepperidge Farm failed to show likelihood
of success in proving dilution, because, in the market context (a) consumers would not associate the
two products, and (b) Nabisco's mark was not substantially similar to Pepperidge Farm's; (2) the
antidilution statutes were adopted to protect against dilution by the use of a similar mark on a
non-competing product and do not apply to trademarks on competing products, which are governed
instead by the infringement standard; (3) Nabisco's use of a fish is not a "trademark use" and is thus
not actionable under the antidilution statutes; (4) dilution cannot be found without documentation of
actual injury, consisting of an actual reduction in the senior mark's selling power.

1. Whether Pepperidge Farm showed likelihood of success in proving dilution.

We begin with the statutory text. The new federal antidilution act 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 .



15 U.S.C. B 1125(c)(1) (emphases added). The statute further provides a non-exclusive list of fac-
tors to be considered "in [*215] determining whether the mark is distinctive and famous." Id.
(emphasis added). The first of those factors invites courts to consider "the degree of inherent or ac-
quired distinctiveness of the mark." Id. Dilution is defined as:

The lessening of the capacity of a famous 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 of confusion, mistake, or decep-
tion.

15U.S.C. B 1127.!

We understand the FTDA to establish five necessary elements to a claim of dilution: (1) the
senior mark must be famous; (2) it must be distinctive; (3) the junior use must be a commercial use
in commerce; (4) it must begin after the senior mark has become famous; and (5) it must cause dilu-
tion of the distinctive quality of the senior mark.

The elements numbered (1) and (4)--fame of the senior mark, and junior use beginning after the
senior mark has become famous--use terms in their ordinary English language sense. Their meaning
is clear. It is not disputed, furthermore, that Pepperidge Farm's Goldfish constitutes a famous mark,
and that Nabisco's first use of its goldfish cracker would not occur until Pepperidge Farm's Goldfish
had become famous. Nor is it disputed that Nabisco's sale of its goldfish cracker would involve a
"commercial use in commerce." The third element is met.

The only elements that require discussion are numbers (2) and (5)--that the senior mark be "dis-
tinctive" and that the junior use "dilute its distinctive quality." Here the statute invokes a term of art
in trademark law.

Distinctiveness in a mark is a characteristic quite different from fame. Distinctiveness is a cru-
cial trademark concept, which places marks on a ladder reflecting their inherent strength or weak-
ness. The degree of distinctiveness of a mark governs in part the breadth of the protection it can
command. At the low end are generic words--words that name the species or object to which the
mark applies. These are totally without distinctiveness and are ineligible for protection as marks
because to give them protection would be to deprive competitors of the right to refer to their prod-
ucts by name. See Abercrombie & Fitch Co. v. Hunting World, Inc., 537 F.2d 4, 9 (2d Cir. 1976)
(Friendly, J.); Otokoyama Co. Ltd. v. Wine of Japan Import, Inc., 175 F.3d 266, 270 (2d Cir. 1999).
Thus no one can claim the exclusive right to use the mark "CAR" for a car. One rung up the ladder
are "descriptive" marks--those that describe the product or its attributes or claims. These also have
little distinctiveness and accordingly are ineligible for protection unless they have acquired "secon-

' New York's analogous antidilution statute provides:

Likelihood of injury to business reputation or of dilution of the distinctive quality of a mark or
trade name shall be a ground for injunctive relief in cases of infringement of a mark registered or
not registered or in cases of unfair competition, notwithstanding the absence of competition be-
tween the parties or the absence of confusion as to the source of goods or services.

N.Y. Gen. Bus. Law  360-/ (McKinney Supp. 1999).



dary meaning"--that is, unless the consuming public has come to associate the mark with the prod-
ucts or services of its user. See Abercrombie, 537 F.2d at 10. The next higher rung belongs to "sug-
gestive" marks; these fall in an in-between category. See id. They do not name or describe the
product for which they are used, but they suggest the qualities or claims of that product. They are
more distinctive than descriptive marks, and thus are accorded trademark rights without need to
demonstrate that consumers have come to associate them with the user of the mark. See id. at 11.
Nonetheless, because they seek to suggest qualities of the product, they possess a low level of dis-
tinctiveness. [*216] They are given less protection than is reserved for more distinctive
marks--those that are "arbitrary" or "fanciful." Id. A mark is arbitrary or fanciful if there is no logi-
cal relationship whatsoever between the mark and the product on which it is used. However, even
within the category of arbitrary or fanciful marks, there is still a substantial range of distinctiveness.
Some marks may qualify as arbitrary because they have no logical relationship to the product, but
nonetheless have a low level of distinctiveness because they are common. The most distinctive are
marks that are entirely the product of the imagination and evoke no associations with human expe-
rience that relate intrinsically to the product. The arbitrary or fanciful quality is what renders the
mark distinctive; another seller of the same product or service would have no justification for using
the same or a similar mark. The strongest protection of the trademark laws is reserved for these
most highly distinctive marks. See Abercrombie, 537 F.2d at 11.

It is quite clear that the statute intends distinctiveness, in addition to fame, as an essential ele-
ment. The operative language defining the tort requires that "the [junior] person's . . . use . . . cause[]
dilution of the distinctive quality of the [senior] mark." 15 U.S.C. 8 1225(c)(1). There can be no di-
lution of a mark's distinctive quality unless the mark is distinctive. Furthermore, the statute lists
factors to be considered in determining "whether the mark is distinctive and famous." 1d. Clearly
both qualities are required.

The requirement of distinctiveness is furthermore an important limitation. A mark that, notwith-
standing its fame, has no distinctiveness is lacking the very attribute that the antidilution statute
seeks to protect. The antidilution statute seeks to guarantee exclusivity not only in cases where
confusion would occur but throughout the realms of commerce. Many famous marks are of the
common or quality-claiming or prominence-claiming type--such as American, National, Federal,
Federated, First, United, Acme, Merit or Ace. It seems most unlikely that the statute contemplates
allowing the holders of such common, albeit famous, marks to exclude all new entrants. That is why
the statute grants that privilege only to holders of distinctive marks.> As explained below, we be-
lieve that the Pepperidge Farm Goldfish mark is neither near the top nor the bottom of the ladder of

? McCarthy's treatise contends the statute does not include an independent requirement of distinct-
iveness. It argues that the statute's three repetitions of the need for distinctiveness were included
only as the result of accidental failure to delete vestigial remnants of an eliminated registration re-
quirement and that "the word 'distinctive' was left floating in the statute, unmoored to either any
statutory requirement or underlying policy goal." 3 J. Thomas McCarthy, McCarthy on Trademarks
and Unfair Competition B 24.91, at 24-147 (4th ed. 1998). McCarthy dismisses "distinctiveness" as
a synonym for "fame," that would be "redundant" as a separate requirement. Id. at 24-148. We
disagree. We think the inclusion of the requirement of distinctiveness was intended, for good rea-
son, to deny the protection of the statute to non-distinctive marks. See Restatement (Third) of Un-
fair Competition B 25(1)(a) (1995) (requiring that the mark be "highly distinctive" and that the use
of the junior mark be likely to "cause a reduction in that distinctiveness").



distinctiveness, but is reasonably distinctive--certainly sufficiently so to qualify for the statute's
protection.

The fifth element, "dilution of the distinctive quality of the mark" is the key operative element
of the statute. The statute explains that dilution is "the lessening of the capacity of a famous mark to
identify and distinguish goods or services." 15 U.S.C. B 1127. We have likewise described dilu-
tion under the New York statute as the loss of the "ability to clearly and unmistakably distinguish
one source." Hormel Foods Corp. v. Jim Henson Prods., Inc., 73 F.3d 497, 506 (2d Cir. 1996) (in-
ternal citations and quotation marks omitted).

[*217] The antidilution statutes rest on a judgment that the "stimulant effect" of a distinctive
and well-known mark is a "powerful selling tool" that deserves legal protection. Restatement
(Third) of Unfair Competition B 25 cmt. ¢ (1995). This power derives not only from "the merit of
the goods upon which [the mark] is used, but equally [from the mark's] own uniqueness and singu-
larity." Frank I. Schechter, The Rational Basis of Trademark Protection, 40 Harv. L. Rev. 813, 831
(1927). Even when an unauthorized use of the mark does not cause consumer confusion, it can "re-
duce[] the public's perception that the mark signifies something unique, singular, or particular." H.
Rep. 104-374, at 3 (1995), reprinted in 1995 U.S.C.C.A.N. 1029, 1030. The junior use thereby di-
minishes the "selling power that a distinctive mark or name with favorable associations has engen-
dered for a product in the mind of the consuming public." Sally Gee, Inc. v. Myra Hogan, Inc., 699
F.2d 621, 624-25 (2d Cir. 1983).

It is not yet entirely clear how courts should determine whether a junior use causes a senior
mark to suffer dilution. See, e.g., Sally Gee, 699 F.2d 621, 625 ("dilution remains a somewhat
nebulous concept") (applying New York statute). In dealing with the related question of infringe-
ment by reason of likelihood of consumer confusion, this court through study of the individual facts
of the cases, and the factors suggested by the facts of those cases, came to develop gradually over
time a nonexclusive list of factors that can help courts in making this determination. See Polaroid
Corp. v. Polarad Electronics Corp., 287 F.2d 492, 495 (2d Cir. 1961) (Friendly, J.). We adopt a
similarly cautious and gradual approach.

Considering the factors that appear pertinent on these particular facts, which we discuss below,
we agree with the district court that Pepperidge Farm is likely to succeed in establishing that Na-
bisco's use of its goldfish shape in an orange, cheddar-cheese-flavored, bite-sized cracker dilutes the
distinctive quality of Pepperidge Farm's previously famous mark, consisting of a goldfish-shaped
orange, cheddar-cheese-flavored, bite-sized cracker.

(a) Distinctiveness. In our view, distinctiveness plays a dual role. First, as discussed above, it is
a statutory element. A mark cannot qualify for protection unless it is distinctive. Second, the degree
of distinctiveness of the senior mark has a considerable bearing on the question whether a junior use
will have a diluting effect. As the distinctiveness of the mark is the quality that the statute endeavors
to protect, the more distinctiveness the mark possesses, the greater the interest to be protected. And
conversely, the more the senior mark tends toward the weak, common, quality-claiming, or promi-
nence-claiming type, the more strongly that weakness would argue against a finding of dilution, es-
pecially if the senior use is in a distinctly different field....

We believe the goldfish shape of Pepperidge Farm's Goldfish crackers exhibits a moderate de-
gree of distinctiveness. The fish shape has no logical relationship to a cheese cracker. However, we
recognize it is not in the highest category of distinctiveness that belongs to a purely fanciful



made-up pattern or design, or a made-up word like Kodak. Merchants often use an animal's likeness
as a trademark. Furthermore, we recognize that it is not uncommon for children's cookies or crack-
ers to be made in animal shapes. Indeed, there have been other fish-shaped crackers on the market,
including one goldfish-shaped cracker (Nabisco's "Snorkels"). But Nabisco's "Snorkels" were not
successful [*218] and have been withdrawn, and the other fish-shaped crackers were not similar
to Pepperidge Farm's Goldfish; these crackers have not significantly affected the distinctiveness of
Pepperidge Farm's Goldfish. In sum, because the use of the goldfish shape has no logical relation-
ship to a bite-sized cheese cracker and for the other reasons discussed above, we believe that Pep-
peridge Farm's senior mark is reasonably distinctive.

(b) Similarity of the marks. The degree of similarity of the junior mark to the senior is an obvi-
ous factor bearing on a finding of dilution. The marks must be of sufficient similarity so that, in the
mind of the consumer, the junior mark will conjure an association with the senior. In that manner
the junior mark will lessen the distinctiveness of the senior mark....

Although we recognize that Nabisco's fish is not identical to Pepperidge Farm's, the similarity is
sufficient to lessen the distinctive aspect of the Pepperidge Farm Goldfish in the eyes of consumers.
Both fish are presented arbitrarily in the form of a cracker. Notwithstanding slight differences in
shape, size and marking, Nabisco's crackers are essentially the same color, shape, size, and taste.
The markings that appear on Nabisco's but not on Pepperidge Farm's crackers are quite small and
faint so that they would not be easily noticed, except on a close inspection of a sort that is not likely
to be performed by one who is intent on popping the crackers into his mouth. Furthermore, the
markings appear on only one side of Nabisco's cracker.

Nabisco contends that the court's finding of similarity was in error because of the "context" in
which Nabisco is using the goldfish. Nabisco emphasizes that it has packaged the CatDog product
in a box quite unlike the Goldfish package, and that the CatDog product is a three-shape mix that is
only one-fourth goldfish. Nabisco asserts that in these contexts, Nabisco's goldfish cracker will
evoke an association only with the CatDog cartoon, not with the Goldfish cracker.

Like the district court, we are not persuaded by Nabisco's argument. As for Nabisco's box, many
consumers of its crackers will not see the box; they will find goldfish-shaped cheddar cheese crack-
ers served in a dish at a bar or restaurant or friend's house, looking very much like the familiar Pep-
peridge Farm Goldfish product. Infringement cases have consistently held post-sale confusion as
well point-of-sale confusion to be actionable under the Lanham Act.... We recognize that dilution
can occur as well in a post-sale as in a point-of-sale context.

The fact that only one quarter of the crackers in Nabisco's mix are fish and that the other two
shapes reinforce the CatDog theme is helpful to Nabisco, but in our view insufficiently so. Many
consumers seeing the crackers in a dish will not recognize the relationship of the fish to the Nick-
elodeon CatDog story. They will recognize a fish reminiscent of Pepperidge Farm's fish.

(c) Proximity of the products and likelihood of bridging the gap. The legislative history of the
antidilution statutes shows that the legislatures were largely concerned with junior uses of famous
marks on products unrelated to the senior area of commerce--as in the hypothetical cases of Buick
aspirin, Schlitz varnish, or Kodak pianos.... Some courts and commentators have questioned the
relevance of similarity of products because the law's "primary purpose was to apply in cases of
widely differing goods." [*219] LP. Lund, 163 F.3d at 49; see also 3 McCarthy B 24:94.1, at



24-164. Nabisco also contends the statutes should not apply to use on competing products, which
should be governed exclusively by the infringement laws.

We disagree with this view; or at least find it overstated. While the antidilution statutes aim at a
different harm than the infringement statute and dilution undoubtedly can occur among
non-competing products, we see no reason why dilution cannot occur as well where the products are
competing.... The closer the junior user comes to the senior's area of commerce, the more likely it
is that dilution will result from the use of a similar mark.

Consumer confusion--the nub of an action for infringement--is, of course, unnecessary to show
the actionable dilution of a famous mark. It does not follow, however, that dilution cannot be found
in circumstances that would also support an action for infringement. Consumer confusion would
undoubtedly dilute the distinctive selling power of a trademark. There can be little doubt that a jun-
ior use of Buick, Schlitz or Kodak on automotive equipment, drinks, and photographic products
would lessen the distinctiveness of the senior mark at least as much as if the junior use were on un-
related products, such as aspirin, varnish and pianos. We can see no reason not to apply the antidilu-
tion statute to use on competing or closely related products, where likelihood of confusion, and thus
infringement, might also be found.

Indeed, there may well be cases in which proximity may be necessary to dilution. It is easy to
imagine instances where because of the low level of distinctiveness of the senior mark, or insuffi-
cient similarity between the two, the use of the junior mark in a remote area of commerce would
have little tendency to remind consumers of the senior mark and thus little capacity to dilute its ef-
fectiveness, but where use of the same junior mark in a closely related area would bring about the
harm the statute was designed to avoid. A junior use that confuses consumers as to which mark is
which surely dilutes the distinctiveness of the senior mark.

For example, as noted above, a fish shape, while reasonably distinctive, is not as distinctive as a
made-up word like Kodak. If Pepperidge Farm were seeking to enjoin the use of a fish-shape as the
logo for an automobile, a newspaper, or a line of sports clothes, much less as the mark of a fish
merchant or fish restaurant, it seems questionable whether dilution should be found. But here the
junior user's area of commerce is identical to the senior's. A second major seller of goldfish-shaped,
orange-colored, cheddar-flavored, bite-sized crackers can hardly fail, in our view, to dilute the dis-
tinctiveness in the eyes of the consumers of the senior mark in a goldfish-shaped, orange-colored,
cheddar-flavored, bite-sized cracker.

Where the junior mark is used on a different product, courts examine whether the senior is likely
to enter the junior's market, or "bridge the gap."... This factor recognizes "the senior's interest in
preserving avenues of expansion and entering into related fields." Hormel, 73 F.3d at 504 (citations
omitted). Here, because the junior use is in the same segment of commerce as the senior, there is no
need to consider the likelihood that either might bridge the gap between them. There is no gap.

(d) Interrelationship among the distinctiveness of the senior mark, the similarity of the junior
mark, and the proximity of the products. The foregoing discussion suggests that there is a close in-
terdependent relationship among these factors. The weaker any of the three factors may be, the
stronger the others must be to make a case of dilution. To choose one of many possible hypothetical
examples [*220] to illustrate this interdependence: with a highly distinctive senior mark, like
Chevrolet for cars, even an only moderately similar junior mark--such as Chevremont--might dilute



the distinctive quality of the senior if it were used in the automotive industry, but probably not if the
junior were used in a distant area like perfumes.

Considering these three factors in relationship to one another, in this case we have a moderately
distinctive senior mark, a substantial degree of similarity between the senior and junior mark, and
the use of the junior mark in exactly the same area of commerce as the senior. In view of the sub-
stantial similarity of the marks and their use in precisely the same area of commerce, we believe
that Pepperidge Farm made a strong case for the likelihood of dilution, notwithstanding that its
mark is only moderately distinctive.

(e) Shared consumers and geographic limitations. Another relevant factor is the extent of over-
lap among consumers of the senior user's products and the junior user's products. This factor is
meaningful because dilution requires that a mark become less distinctive to consumers. If the con-
sumers who buy the products of the senior user never see the junior user's products or publicity,
then those gonsumers will continue to perceive the senior user's mark as unique, notwithstanding the
junior use.

This factor strongly favors Pepperidge Farm. The two products will be in direct competition
with one another, each being a substitute for the other. Both are to be marketed nationally in grocery
stores. Children are also target audiences for both products. The consumers of Pepperidge Farm's
Goldfish will see Nabisco's product.

(f) Sophistication of consumers. Courts examining questions of infringement, as well as dilu-
tion, have looked at the sophistication of consumers as a relevant factor.... Consumers who are
highly familiar with the particular market segment are less likely to be confused by similar marks
and may discern quite subtle distinctions. Conversely, unsophisticated customers lack this dis-
crimination and are more vulnerable to the confusion, mistake and misassociations against which
the trademark law protects. "Purchasers of relatively inexpensive goods such as ordinary grocery
store foods are held to a lesser standard of purchasing care." 3 McCarthy 3 23:95, at 23-188.

Nabisco argues that this factor strongly supports its case, because children will have no diffi-
culty recognizing the Nabisco product as a reference to the CatDog and will thus keep the two
marks separate and distinct. Even if Nabisco is correct in that surmise, it seems to us to have only
moderate importance, for two reasons. First, while children may be the primary ultimate consumers
of the crackers, they are generally not the purchasers. Adult purchasers of crackers may be less so-
phisticated than children in recognizing the differences between the two fish. Even if, in the minds
of children, the addition of Nabisco's CatDog family to the cheese cracker landscape does not lessen
the distinctiveness of Pepperidge Farm's mark in its Goldfish, it is likely to do so among adults
[*221] who will have less awareness of Nickelodeon's CatDog and of the differences between the
two competing crackers.

> Where the owners of the famous "Wolfies Restaurant" in Miami Beach, Florida, sued an upstart
"Wolfies" restaurant in Brooklyn, New York, we found unfair competition but only after noting
how many Brooklynites frequent Miami and patronize Miami restaurants. See Lincoln Restaurant
Corp. v. Wolfies Restaurant, Inc., 291 F.2d 302, 303 (2d Cir. 1961). If the new restaurant had been
in San Diego, and little movement were found between residents of Miami and San Diego, the re-
sult might have been different. The same principles would seem to apply to dilution. If the senior
user is famous, but only in a limited area, a junior use limited to a different geographic area may not
alter the perceptions of the senior user's products.



Furthermore, even though children maybe the primary target of Pepperidge's marketing, they
make up only one half the Goldfish market. Bite-sized cheese crackers are frequently served to
adults as snacks accompanying cocktails. Once removed from their packaging, we think Nabisco's
new goldfish cheese-crackers may well dilute the distinctiveness of Pepperidge Farm's mark in its
goldfish-shaped, cheese cracker.

(g) Actual confusion. Consumers' actual confusion of the junior and the senior mark may also be
a factor in finding dilution. While we recognize that neither actual confusion nor likelihood of con-
fusion is necessary to sustain an action for dilution, it does not follow that actual confusion cannot
be highly probative of dilution. Confusion lessens distinction. When consumers confuse the junior
mark with the senior, blurring has occurred.

Except as surveys are used to test the likelihood of consumer confusion between existing and
yet-to-be marketed products, actual confusion can arise only where the junior and the senior mark
have coexisted in the marketplace. Here the CatDog product has not yet been launched on the mar-
ket. There has been no opportunity for actual confusion to arise. The absence of evidence of confu-
sion of consumers, therefore, has no probative value.

(h) Adjectival or referential quality of the junior use. Unlike the remedy of trademark infringe-
ment, which generally protects the senior user's mark only within the senior's areas of commerce,
the antidilution statute guarantees exclusivity to the senior in unrelated areas of commerce--as ex-
hibited by the examples from the legislative history of Buick aspirin, Schlitz varnish or Kodak pi-
anos. This raises a problem. The senior's mark might be arbitrary or fanciful in the senior area of
commerce but highly adjectival--or even generic--in the junior's area. For example, the shape of
Pepperidge's Goldfish crackers is arbitrary as a cheese cracker, but would be adjectival if used on a
sign by a fish market or fish restaurant....

The stronger the adjectival association between the junior use and the junior area of commerce,
the less likelihood there is that the junior's use will dilute the strength of the senior's mark. The
logical association between a fish image and a fish business would lead consumers to understand
the fish sign as descriptive of the junior's business, regardless whether it is also being used as a
mark. Consumers would be unlikely to draw a diluting association between the junior mark and the
Goldfish cracker. Similarly, if the hypothetical "Chevremont" mark in our earlier example were
used on cheese, rather than automobile equipment, it would be less likely to dilute the distinctive
quality of Chevrolet's mark.

It is a generally accepted principle of the trademark law, furthermore, that a senior claim to a
mark does not bar a junior from using the same words (or symbols) comprising the mark in their
descriptive sense.... While the principle has been recognized primarily in connection with in-
fringement actions, ... we see no reason why it should have any less application to actions for dilu-
tion.

Nabisco claims some protection from the fact that its fish shape is not arbitrary but [*222]
acts as a reference to the fish in Nickelodeon's CatDog story. The weakness in its argument lies in
the fact that when the Nabisco crackers are served in a bowl, consumers who are not familiar with
the Nickelodeon entertainment and its cross licensing with Nabisco will see simply crackers very
similar to Pepperidge Farm's fish (together with other shapes) and will not know that it celebrates
Nickelodeon's CatDog entertainment.



(1) Harm to the junior user and delay by the senior user. A factor we have noted in considering
infringement is whether the senior user's effort to enjoin the junior use was made with reasonable
promptness and whether the junior user will suffer harm resulting from any such delay.... The
factor seems at least as relevant to the question of dilution, perhaps more so. A senior user cannot
have sued, at least under the federal statute, prior to its enactment. Furthermore, the senior user may
have felt no need to sue a junior user who was in a remote area of commerce. The junior may al-
ready have accumulated substantial goodwill in its non-infringing mark in the years prior to suit.

These factors cannot help Nabisco in this case. Immediately on learning of Nabisco's contem-
plated junior use, Pepperidge Farm took steps to block it, and Nabisco then sought declaratory relief
before launching its product. Nabisco has not yet built up a following in its use of the goldfish and
will suffer no harm in the form of deprivation of existing goodwill if barred from using it.

(j) Effect of senior's prior laxity in protecting the mark. Nabisco argues that Pepperidge Farm
has lost its right to claim dilution by reason of its prior laxity in allowing others (including Nabisco)
to market fish-shaped crackers. As discussed above, the other fish-shaped crackers marketed were
either too dissimilar or too insignificant to warrant our finding that Pepperidge Farm forfeited the
right to sue to preserve the distinctiveness of its mark.

* %%

Considering the reasonable distinctiveness of the Goldfish mark, the very close proximity of the
products, the degree of similarity between the two goldfish crackers, the low level of sophistication
of many consumers, the occurrence of adjudication at the start of the junior use (and consequent
absence of injury to the junior user's accumulated goodwill in its mark), we conclude that Pep-
peridge Farm has demonstrated a high likelihood of success in proving that Nabisco's commercial
use of its goldfish shape will dilute the distinctiveness of Pepperidge Farm's nearly identical famous
senior mark. We conclude the district court committed no error in granting a preliminary injunction.

2. Application of antidilution statutes to competing products.

Nabisco contends that the dilution statute has no application to competing products. We dis-
agree. For the reasons discussed above, we believe 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.
In general, the closer the products are to one another, the greater the likelihood of both confusion
and dilution. The senior user has a right to the antidilution law's remedy in either case. Here we fur-
ther note that the text of the federal statute directly contradicts Nabisco's position. The act expressly
states that dilution may occur "regardless of the presence or absence of . . . competition between the
owner of the famous mark and other parties." 15 U.S.C. B 1127(c) (emphasis added).

We are not persuaded by the argument that it is unnecessary to apply the antidilution statute to a
junior use on a competitive product because such a competing use would already be forbidden by
the infringement [*223] statutes. In the absence of contrary legislative command, the fact that
other remedies may be available to prevent a perceived ill does not seem to be sufficient reason to
construe a statute as not reaching circumstances that fall squarely within its words. The fact that in-
jured senior users may thus be given a choice of remedies is not sufficient reason to read into the
antidilution statute limitations that Congress did not write. Moreover, failure to construe the antidi-
lution statutes as reaching competing products may lead to a gap in coverage; the products might be
found too far apart to support a finding of likelihood of confusion--(and therefore an infringement
action)--yet too close together to permit a finding of dilution.



We have already held that New York's antidilution statute applies to "competitors as well as
noncompetitors," Nikon Inc. v. Ikon Corp., 987 F.2d 91, 96 (2d Cir. 1993), and we now so hold un-
der the FTDA.

3. Whether Nabisco's use of the goldfish cracker is a trademark use.

Nabisco also contends that the antidilution statutes require that the junior use of a mark be a
"trademark use"--that is, a use for the designation of a sponsor or identification of a product--and
that its use of the fish shape is neither. Whether the antidilution statute applies only to trademark
uses by the junior user, as Nabisco contends, seems a complicated question. We need not resolve it,
however, because we disagree with Nabisco's contention that its use of the goldfish cracker is a
nontrademark use. Even if Nabisco's argument is correct, the statute would nonetheless apply to
Nabisco's joint venture with Nickelodeon to promote Nickelodeon's trademarks through Nabisco's
crackers.

Nabisco's contention overlooks its association with Nickelodeon. As Nabisco's package ac-
knowledges, the CatDog, the bone and the fish are trademark characters of Nickelodeon's CatDog
television show. Nickelodeon has chosen to publicize its show by causing dissemination of its
trademarks on crackers, while Nabisco seeks to boost its sales of crackers by associating them with
Nickelodeon's popular trademark characters. Through their exclusive licensing arrangement, Na-
bisco and Nickelodeon have made a joint venture for their mutual benefit with the purpose of pro-
moting Nickelodeon's trademark characters. While the characters depicted on the crackers are not
trademarks of Nabisco, Nabisco has undertaken in its joint venture to act as Nickelodeon's agent to
promote Nickelodeon's marks. Nabisco's use of the CatDog, fish and bone characters declares
Nickelodeon's sponsorship. It is a trademark use.

4. The need for proof of actual dilution.

Relying on a recent decision by the Fourth Circuit, Nabisco also asserts that proof of dilution
under the FTDA requires proof of an "actual, consummated harm." Ringling Bros.-Barnum & Bai-
ley Combined Shows, Inc. v. Utah Division of Travel Dev., 170 F.3d 449, 464 (4th Cir. 1999). We
reject the argument because we disagree with the Fourth Circuit's interpretation of the statute.

It is not clear which of two positions the Fourth Circuit adopted by its requirement of proof of
"actual dilution." Id. The narrower position would be that courts may not infer dilution from "con-
textual factors (degree of mark and product similarity, etc.)," but must instead rely on evidence of
"actual loss of revenues" or the "skillfully constructed consumer survey." Id. at 457, 464-65. This
strikes us as an arbitrary and unwarranted limitation on the methods of proof.

To require proof of actual loss of revenue seems inappropriate. If the famous senior mark were
being exploited with continually growing success, the senior user might never be able to show di-
minished revenues, no matter how obvious it was [*224] that the junior use diluted the distinct-
iveness of the senior. Even if diminished revenue could be shown, it would be extraordinarily
speculative and difficult to prove that the loss was due to the dilution of the mark. And as to con-
sumer surveys, they are expensive, time-consuming and not immune to manipulation. If a junior
user began to market Buick aspirin or Schlitz shellac, we see no reason why the senior users could
not rely on persuasive circumstantial evidence of dilution of the distinctiveness of their marks
without being obligated to show lost revenue or engage in an expensive battle of surveys. Plaintiffs
are ordinarily free to make their case through circumstantial evidence that will justify an ultimate



inference of injury. "Contextual factors" have long been used to establish infringement. We see no
reason why they should not be used to prove dilution.”

The broader reading of the Fourth Circuit's "actual, consummated" dilution element would re-
quire not only that dilution be proved by a showing of lost revenues or surveys but also that the
junior be already established in the marketplace before the senior could seek an injunction. We rec-
ognize that the language of the statute gives some support to this reading, in that it uses the formu-
lation, "causes dilution," rather than referring to "likelihood of dilution." Ringling Bros., 170 F.3d at
464. In our view, however, such a reading depends on excessive literalism to defeat the intent of the
statute. Notwithstanding the use of the present tense in "causes dilution," it seems plausibly within
Congress's meaning to understand the statute as intending to provide for an injunction to prevent the
harm before it occurs.

To read the statute as suggested by the Ringling opinion would subject the senior user to un-
compensable injury. The statute could not be invoked until injury had occurred. And, because the
statute provides only for an injunction and no damages (absent willfulness), see 15 U.S.C. B
1125(c)(2), such injury would never be compensated. The Ringling reading is also disastrously dis-
advantageous for the junior user. In many instances the junior user would wish to know whether it
will be permitted to use a newly contemplated mark before the mark is launched rather than after.
That is why Nabisco sought declaratory relief as soon as Pepperidge Farm objected. If the statute is
interpreted to mean that no adjudication can be made until the junior mark has been launched and
has caused actual dilution, businesses in Nabisco's position will be unable to seek declaratory relief
before going to market. They will be obligated to spend the huge sums involved in a product launch
without the ability to seek prior judicial assurance that their mark will not be enjoined.

We are not at all sure that the Ringling opinion intends to limit the application of the statute to
dilution that has actually occurred, as opposed to the narrower reading discussed above relating to
manner of proof.” In any event, we read the statute to permit adjudication granting or denying an
injunction, whether at the [*225] instance of the senior user or the junior seeking declaratory
relief, before the dilution has actually occurred.®

5. The court's finding of predatory intent.

* The Fourth Circuit seemed to believe that the unacceptable alternative was to rely on inflexible
"judicial presumptions." Id. at 464. In our view no presumptions are involved. As in infringement
actions (and virtually all other areas of law) facts may be found by drawing logical inferences from
other established facts.

*> The Fourth Circuit also expressed concern that the federal antidilution statute not be read to cre-
ate a radical "property right in gross," or a right in the senior user to prohibit any substantially rep-
licating mark. Ringling Bros., 170 F.3d at 454, 459. We agree that the antidilution statutes do not
"prohibit all uses of a distinctive mark that the owner prefers not be made." Deere, 41 F.3d at 44. As
we discussed above, there are many instances in which a junior use of a famous mark might not re-
duce the capacity of that mark to identify and distinguish products under the dilution statutes. Thus,
we agree with the Fourth Circuit that the dilution statutes do not create a "property right in gross."

® We note further that the contrary reading cannot help Nabisco because the district court found
violation of both the federal and the New York State antidilution statutes, and the latter expressly
applies to "likelihood of injury . . . or of dilution." N.Y. Gen. Bus. Law B 360-/.



We agree with Nabisco's objections to the court's finding of predatory intent as a factor sup-
porting its finding of dilution. The court noted at the outset that predatory intent of the kind that
might support a claim of dilution refers only to a junior user's adoption of its mark "hoping to bene-
fit commercially from association with the [famous] senior mark." Nonetheless, the court pro-
ceeded to find predatory intent on the basis of facts that had little or no tendency to suggest that Na-
bisco adopted its fish shape in the hope of benefitting from association with Pepperidge Farm's fa-
mous Goldfish cracker.

Factors that supported the court's finding of predatory intent included that (i) Nabisco could
have selected a shape other than the fish within the CatDog cast of characters; (i1) Nabisco did not
reveal its plans to launch the CatDog product, including the goldfish, to Pepperidge Farm; (iii) Na-
bisco, claiming attorney-client privilege, declined to produce an opinion letter of its counsel; and
(iv) Nabisco impeded Pepperidge Farm's discovery by failing to turn over sample boxes, from
which the court inferred that Nabisco intended to corner the survey evidence.

The fact that Nabisco could have chosen to use a shape other than a fish is generally true in
every trademark dispute. In virtually every case of choice of a mark, a different mark could have
been chosen. If the availability of other marks supported a finding of predatory intent, it would be
found in virtually every case.

As to Nabisco's planning its product launch in secret without advising its competitor, we do not
think this supports the conclusion that it intended to benefit improperly from a consumer association
with Pepperidge Farm's Goldfish mark. We believe it is commonplace for business entities to keep
their business plans secret from their competitors. Such behavior does not support the conclusion
that Nabisco intended to free-ride on Pepperidge Farm's Goldfish trademark.

As to Nabisco's failure to produce the forty boxes of CatDog crackers Pepperidge Farm de-
manded, this may well have been a reprehensible effort to foil Pepperidge Farm's discovery and its
ability to commission a survey. Under the Federal Rules of Civil Procedure, there were remedies
available to Pepperidge Farm.....

We are particularly troubled by the court's reliance on Nabisco's assertion of the attorney-client
privilege....

We conclude there was no basis for the court's finding of predatory intent. But this does not af-
fect our conclusion. The case for a preliminary injunction was sufficiently well supported by the
factors we have reviewed above that no harm resulted from the court's reliance on an additional
finding that was not warranted.

6. Irreparable Harm.

We reject Nabisco's contention that Pepperidge Farm has failed to show it would suffer irrepa-
rable harm if Nabisco's CatDog product were released into the market. Nabisco's argument depends
primarily on the fact that other fish-shaped crackers have been sold in the past. Notwithstanding the
occasional presence of other fish-shaped crackers in the marketplace, the district court reasonably
found that Pepperidge Farm has a famous and distinctive mark in its Goldfish. The other
fish-shaped crackers either are not similar to Pepperidge Farm's Goldfish, or had little success in the
marketplace. Nabisco's goldfish cracker is sufficiently similar to Pepperidge Farm's that there is a
high likelihood of dilution of the distinctive character of Pepperidge Farm's mark if the Nabisco
product is released. ...



CONCLUSION

Pepperidge Farm has demonstrated likelihood of success in proving that Nabisco's use of its
goldfish-shaped cheddar [*229] cheese cracker will dilute Pepperidge Farm's mark in its similar,
famous, goldfish-shaped cheddar cheese cracker. We affirm the court's order preliminarily enjoining
the distribution of Nabisco's goldfish cracker.



