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The Cabbage Patch Kids Case
Original Appalachian Artworks, Inc. v. Granada Electronics

United States Court of Appeals, Second Circunt, 1987.
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Oaxkes, Cmeult JUDGE.
This appeal involves a suit by a registered trademark owner in
the United States against the importer of so-called ““gray
goods,”” here the Cabbage Patch Kids dolls, beanng the owner's
trademark but manufactured abroad under a restrictive license
from the trademark owner. The license restriction defined the
territory in which the dolls could be sold, limiting sales essen-
tially to Spain. The Spanish *'Kids, " although duly bearing the
appropriate rademsark, nevertheless differ from Kids manufac-
tured in the United States because their *adoption pepers’ are
- in Spanish. The United States District Coart for the Southern
Dastrict of New York, William C. Conner, Jwdge, found that
sale of the Spanish dolls in the United States infringed the own-
er's trademark and granted a permanent injunction against the
importer and distribator of the dolls. . . . We affim.

This action was brought by Original Appalachian Artworks,
Iec. (OAA), the Georgia maker and licensor of the well-keown

Cabbage Patch Kids dolls, against Granada Electropics. Inc. ~

(Granada), who mmporied and distributed Cabbage Patch Kids
dolls in the United States, Granaxda’s dolls were made in Spain
by Jesmar S.A. (Jesmar), under a license from OAA (through
a licznsing agent) which pesmitted manulacture and distribution
of the dolls in Spain. . . . Under the license Jesmar agreed not
to make, sell, or authorize any sale of the licensed products out-
sede 115 licensed territory and to seli anly to those purchasers who
would agree not 1o use o¢ resell the licensed products ovtside the
licensed territory. The boxes coatzining the Jesmar dolis bear
the “‘Cabbage Patch Kids'' trademark displayed m English on
all panels of the box except the bottom. Also printed in English
arc the words *“The World of"* preceding the trademark on the
rear panel of the box and the name of OAA and its United States
address in small print in the copynght notice. The rest of the
wording on the box, bowever, is in Spanish.

OAA makes hand-sewn soft-sculpture Cabbage Parch Kids
dolls in Clevetand, Georgia, and markets them through what it
calls **adoption centers’” located primarily in specialty stores
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and finer department stores, Purchasers of the dolls receive
**birth certificates’’ and “*adoption papers™ to be filled out by
the “*parcat’’ or owner of the doll, who takes an “‘oath of adop-
ton.”" The adoption papers are returned ¢ OAA, and the in-
formation 1s entered mio the OAA computer so that on the first
annivessary of the adopuon the sdupiing parvet sawives o
*“barthday card"" from OAA. Judge Conner found that this adop-
fion process is an ‘‘important element of the mystique of the
[Cabbage Patch Kids] dolis, which has substantially contribused
to their enormous popularity and commercial success.” . . .
We pote that OAA did cause its trademark (o be recorded
with the United States Customs Service, the regulations of
which reguire the listing ““of each foreign persoa or business
entity authorized or ficensed to use the trademark and a state-
mest as to the usc authorized.” '™ Jesmar was listed on the
application for recordation by OAA and pursuant thereto the
Customs Service zent itz ngents a letter authorizing Cabbage
Patch Kids dolls made by Jesmar to pass through Customs.
Parentbetically it shoold be noted that this court recently held
that these regulations were not contrary to statule and that the
Customs Service as a matter of *‘enforoement discretion™ and
by virtue of inherent **administrative difficulties’ may autho-
rize the admission of so-called gray market goods.™ It i
impartant ta paint out, however, that although we heki in Olvirn-
pus that Customs could permit entry of gray market goods, we
also indicated that this does not limit the reach of protection of
section 526 of the Taniff Act of 1922, as reenacted in 1930 and
codified at § 1526, nitle 19 of the United Stares Code (1982
As we stated, *“The markholder still has rights under the -
ute: he may pursue private remedics against the importer undss
section 526{c). notwithstanding Customs failare to exclude the
goods."* "> This is preciscly such a case, that is, one in which
the markholder is pursuing its private remedics against the
importer. . . .
DISCUSSION

As Jwdge Conner noted below . . . OAA’s registration of the
Cabbage Patch Kids rademark is prima facie evidence of i

NMCode of Federal Regulations, tide 19, § 133.2(c) (1986).

1290)lympes Corp. v. Usited States, Federal Reporier. Second Serie:
vol. 792, p. 315 at p. 320 {2nd Circnit Ct. of Appeals, 1986),

S1d. o p. 320,
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validity and of OAA’s exclusive fight to use the trademark, the
validi:yofwhichlmnotbccndm]lcagedbcm. As he also
noted, section 32 of the Lanham Trademark Act of 1946,
prohibitsmcwlamhariudsako(goodsbaﬁngamgimcd
trademark where there is s likelihood of confusion, mistake, or
deception of purchacars, . . . Applying this standard, the dis-
trict court found that Jesmar's Cabbage Patch Kide dolls with
their Spanish-language binh certificates, adoption papers, and
instructions are materially different from . |, | dolls with
English-language papers, The court also concluded, on the ba-
sis of numerous letters from parents and child doll owners or
“parents,” that the sale in the United States of the Spanish-
tanguage dolls with the prominent English-langusge rademark
cawses the public t0 confuse or mistake the Spanish dolls far the
- - . dolls that they expect to be for sale. Together, these find-
ings led the district court to hold Granada’s sale of Jesmar dolls
in the United States actionable under § 1114(1)(s), ttle 15 of
the United States Code. . . .

Granada’s principal angumen is that the central purpose of
@ trademark is 10 identify the owner of the trademark as the
source of the goods. Accordingly, the argument runs, the role of
trademark laws is to prevent an miringer from passing off its
goods as being those of another, There would thus be no in-
fringement here because Jesmar's Cabbage Paich Kids dolls

" United Stares Code, title 15, § 1114(1)a) (1582).

bear a genuine trademark that accurately portrays QA3 s« e
originator, or in this case, licensor, of the product. To hack thes
linc of reasoning Granada cites three cases in this ¢ireuir 2=
standing for the propasition that the eamutharized sale of awho-
rizedd goods does not give rise to & claim for trademark infringe.
ment. Unfortunately for Granada, however, we do not find 1he:
these cases suppoet its interpretation of the Lanham Act.

-+ « [A]s OAA notes and the district court concluded. the
preseal case s distinguishable from the . | | cases [cited by
Granady] because [unlike the circumstances in those Citses )
Jesmar’s dolls were not intended to be sold in the United States
and, mast importantly, were materszlly different from the |
Cabaage Patch Kids dolis sold in the United States. There is «
very real difference in the peoduct itself—the forergn languzpe
adoption papers and birth certificate., coupled with the Unired

- States fulfillmens howses® inabality or unwillingness to process
Jesmar™s adoption papers or mai &loption certaficates and birh-
day cards 0 Jesmar dol! owners, and the concomitant imability
of comsumers to “adopt™ the dolls. It is this difference tha
creates the confusion over the source of the product and resulzs
inzlossof OAA's . . . pood will. Thas, even though the goods
do bear OAA’s trademark and were manufactured under li.
cense from OAA, they are not * genuine”” goods because they
differ from the [American] dolls and were not authonzed for
sile in the United States. . . .

Judgmeat affirmed.




