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Plus Ca Change. . .. How a French Court May
Have Changed Internet Advertising Forever:
Google France Fined for Selling Trademar ked
“Keywords’

Brett August’

It issaid that, in the realms of high fashion and fine wine, Americafollows where
France leads. The most important import from France this season, however, may come
not from the runways of Paris or from the vineyards of Bordeaux, but from a humble
courtroom in the French town of Nanterre.

Nanterre is abustling, conservative suburb west of Paris, not known for breaking
new ground in fashion, wine or the law. On October 13, 2003, a three-judge superior
court in Nanterre awarded approximately US$81,000 to two French travel companies on
their claims that Google France had infringed their trademarks by selling “ sponsored
links” to the plaintiffs competitors." Google claims that “more than 200 million times a
day people use Google and its partner sites to find what they’ re looking for.”? Under
Google' s“Adwords’ and “ Premium Sponsorship” programs (which appear to be
essentially the same in the United States as in France), companies can buy prominent
“sponsored links’ to their own websites in the search results obtained when Internet users
type in specified “keywords.” In this case, the keywords were rather descriptive marks®
registered by the plaintiffs: Société Viaticum and Société L uteciel .*

The court expressly regjected Google France' s argument that it did not commit any
acts of infringement but was merely a passive intermediary acting in good faith.> After

" Brett August is a partner in the Chicago office of Pattishall, McAuliffe, Newbury, Hilliard & Geraldson,
speciaizing in trademarks, false advertising, and unfair competition, particularly in the context of the
Internet. Mr. August is also an Adjunct Professor at DePaul School of Law and President of the French-
American Chamber of Commerce in Chicago. This article benefited greatly from the collective wisdom of
his partners and associates.

! The caseis known as Société Viaticum et Société Luteciel contre Société Google France, T.G.I.
Nanterre, 2iéme chambre, 13 octobre 2003, available at http://www.juriscom.net/jpt;visu.php?ID=367 (last
visited Apr. 16, 2004) (also on file with Northwestern Journal of Technology and Intellectua Property).
This court isaregional trial court that handles controversies involving more than 7600 Euros.

2 Google.com, Google AdWords, at https://adwords.google.com/select/?ht=en (last visited Mar. 6, 2004).

% Theterm “marks’ is commonly used to refer to both “trademarks’ (marks used on goods or their
packaging) and “service marks’ (marks such as GOOGL E used in connection with the promotion and sale
of services).

4 Although the French Trademark Office allowed Société Viaticum to register these marks, they might be
viewed by the U.S. Patent and Trademark Office or aU.S. court as not deserving of protection because they
are merely descriptive. The marks at issue were LA BOURSE DESVOYAGES and LA BOURSE DES
VOLS, which may be translated as"TRAVEL EXCHANGE" and "FLIGHT EXCHANGE." Plaintiff
Société Luteciel uses these two marksin operating websites, at http://www.bourse-des-voyages.com and
http://www.bourse-des-vols.com.

> Société Viaticum, at point 6.
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noting that Google France has some control over its clients’ choice of keywordsin that it
requires that selected keywords be related to a client’ s business, the court placed on
Google the responsibility of screening the keywords to be sure they are not a competitor’s
registered marks.® Most, importantly, the court distinguished the search engine’srole
from that of an innocent publisher and pointed out that the sale of keyword advertising is
alucrative business for Google.”

This author believes that the French court got it right and that U.S. trademark law
should heed the French precedent. That would further the two widely acknowledged
goals of U.S. trademark law: protecting consumers from confusion as to the source or
sponsorship of goods and services while also protecting trademark owners from loss of
the good will built up in their marks.® Moreover, adopting the French view would merely
extend to Internet commerce the same rules of play that have long governed commercial
conduct in the physical world. Asshown below, U.S. trademark law is already evolving
in the same direction as its French counterpart, and the imposition of liability on Internet
search enginesisalogical next step in that evolution.

VI. THE ROLE AND VALUE OF TRADEMARKS

Since enactment of the first federal trademark statute in 1870, U.S. trademark law
has been viewed as a branch of the law of unfair competition, the basic underlying
principle of which isthat “no one has any right to represent his goods as the goods of
another.”® The modern federal trademark law, enacted in 1946 and often referred to as
the “Lanham Act” in recognition of its Congressional sponsor, Representative Fritz
Lanham (D-TX), provides protection against infringement of both registered and
common law marks, as well as against unfair competition in the form of: (1) deception as
to the source or sponsorship of goods or services, (2) a possible affiliation with the
trademark owner, and (3) dilution of afamous mark.™

The most fundamental protection afforded by the Lanham Act prevents the
unauthorized use of another’ s trademark for the same or related goods or services, since
consumer confusion isinevitable in most cases where two sources put out related goods
or services under the same marks.** This concept is hundreds of years old—developed
during the sixteenth century by European guilds—and serves the essential goal of
enabling consumers to purchase from sources of established quality and reputation while

®1d.

" Id. For thisreason, it isnot surprising that similar cases have been filed; Rentabiliweb and Louis
Vuitton SA have also sued Google over its AdWords service. See Laurence Frost, Louis Vuitton Sues
Google for Alleged Trademark Infringement Online, THE MERCURY NEWS (San Jose, CA), Oct. 24, 2003,
available at http://www.mercurynews.com/mld/mercurynews/news/local/7096115.htm (last visited Apr.
21, 2004).

8 Compare, e.g., Mishawaka Rubber & Woolen Mfg. Co. v. S.S. Kresge Co., 316 U.S. 203, 205 (1942)
(Justice Frankfurter discussing the need to protect “the commercial magnetism” or “drawing power of a
congenial symbol”), with Bandag, Inc. v. Al Bloser's Tire Stores, Inc., 750 F.2d 903, 911 (Fed. Cir. 1984)
(holding that “[I]iability under the Lanham Act, 15 U.S.C. 88 1125(a), 1114(1) (1982), is premised on
whether the publicis likely to be deceived or confused by a given practice.”).

° E.g., BEVERLY W. PATTISHALL ET AL., TRADEMARKS AND UNFAIR COMPETITION §§ 1.01-1.02 (2d ed.
2003).

1015 U.S.C. § 1051-1127 (2000).

" 15U.S.C. § 1114 (2000).
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permitting the purveyor to develop and retain the good will that flows from providing
desirable goods and services.*?

Although the Internet is of recent vintage, the traditional rules of trademark law and
unfair competition are sufficiently elastic to apply in this new setting, and thereis no
reason to abandon them and thereby lose the value of centuries of legal reasoning and
evolution.*® As shown below, U.S. courts are increasingly cognizant that commerce over
the Internet is akin to old wine in new bottles, and they are turning to pre-Internet
precedent to resolve disputes arising from trademark use in online advertising and sales.

VIl.  WHEN DOMAIN NAMES INFRINGE TRADEMARK RIGHTS

One of the first ways courts used earlier precedent to decide claims related to the
Internet was to apply traditional notions of trademark law to disputes over domain
names.** This required overcoming a significant difference between trademarks and
domain names: the inability of domain namesto be registered by multiple parties for
unrelated goods and services.™ Nevertheless, by applying traditional trademark notions
such as prior use, registration, good faith adoption, and the distinctiveness of the name or
mark, U.S. courts as well asinternational arbitral bodies have quickly brought relative
order and predictability to this area of disputes.’®

Perhaps the one trademark doctrine that has proved most useful in combating
unauthorized use of another’s trademark in a domain name or on awebsiteis that of
“initial interest confusion.” Briefly stated, initial interest confusion occurs where
someone intentionally uses another’s mark to captureinitial consumer attention, even
though subsequent inspection by the consumer dispels confusion as to the source of the
goods or services before a purchase is made. As stated by the U.S. Court of Appealsfor
the Ninth Circuit in aseminal case, Brookfield Communications, Inc. v. West Coast
Entertainment Corp.,"” “even where people realize, immediately upon accessing

12 See eq., PATTISHALL ET AL., supra note 9, §§ 1.01-1.02.

3 By analogy, the advent of television did not render all prior trademark |aw obsolete or inapplicable.

4 See eg., Intermatic Inc. v. Toeppen, 947 F. Supp. 1227 (N.D. I11. 1996).

> Theinternational classification system developed for trademarks permits the same mark, such as FORD,
to be registered and used by both an automobile manufacturer and a modeling agency, because thereis an
acceptably low risk of confusion between the two. Thereisno similar way of sharing the corresponding
domain name “ford.com”, since it can be registered and used by only one entity. The implementation of
additional top-level domains (“TLDs’) such as .biz and .info—as well as country code TLD's like .us—
have done little to alleviate this perceived shortage, because .com remains the most widely accepted TLD
in the U.S. and in many other countries.

1 On October 24, 1999, the Board of the Internet Corporation for Assigned Names and Numbers
("ICANN") adopted the Uniform Domain Name Dispute Resolution Policy ("UDRP'). The UDRP
currently applies to disputes over many but not all of the most popular TLDs, such as.com, .org, and .net,
aswell as to some country-code TLDs. It requires the registrant of the domain name to submit to a
mandatory arbitration proceeding in the event that athird party asserts that (a) the domain name is identical
or confusingly similar to amark in which the complainant has rights, (b) the registrant has no rights or
legitimate interests in the domain name, and (c¢) the domain name has been registered and is being used in
bad faith. For the text of the UDRP, see ICANN, UNIFORM DOMAIN-NAME DISPUTE-RESOLUTION PoLICY,
available at www.icann.org/udrp/udrp.htm (last visited March 24, 2004). Shortly thereafter, the
Anticybersguatting Consumer Protection Act (“ACPA”), which has clear rootsin preexisting U.S.
trademark law, came into effect. It provides protection to the owner of adistinctive mark if another
registersin bad faith adomain name that isidentical or confusingly similar to the mark. See 15 U.S.C.
§1125(d) (2000).

7174 F.3d 1036, 1057 (Sth Cir. 1999).
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‘moviebuff.com’, that they have reached a site operated by West Coast and wholly
unrelated to Brookfield, West Coast will still have gained a customer by appropriating the
good will that Brookfield has developed in its ‘MovieBuff’ mark.”*® Thisrationale has
been applied by numerous U.S. courtsto prohibit the use of another’ strademark in a
domain name,™ and this prohibition has been codified as part of U.S. trademark law.® A
notable exception to this rule permits areseller of the goods or services of the trademark
owner to use the trademark as part of its site, if the domain name accurately describes the
goods or services offered and is not likely to engender consumer confusion.?

In addition to the doctrine of initial interest confusion, courts have used the
doctrine of trademark dilution to award relief to trademark owners whose marks are used
by others on the Internet. Dilution is broader than infringement in that it involves
unauthorized use that tends to diminish the value of a mark, even if the two parties are
not selling related goods or services, but it is narrower than infringement in that it is
applicable only to “famous’ marks.?* For example, the domain name panavision.com
was found to dilute the famous PANAVISION mark, even though the domain name was
not used in connection with motion picture technology.?® The applicability of dilution
was sharply curtailed by the U.S. Supreme Court in 2003, however, when it ruled that a
dilution plaintiff must show actual dilution and not just its likelihood.?*

VIII. THE CASE AGAINST METATAGS

Building on this experience with domain names, U.S. courts began using traditional
principles of trademark law—especialy initial interest confusion—as the rationale for
deciding disputes over use of another’s trademark as a“metatag”. Metatags are terms on
an Internet website that are normally invisible to the user but can be read by search
engines such as Google, Y ahoo, and others. When a consumer enters company A’s name
or trademark as a search term on an Internet search engine in order to find that company
or its products, the consumer can be diverted to the site of competitor B if the competitor
has loaded its site with company A’s name or marks, whether visible on the site or in the
form of metatags.® Studies have shown that consumer inertiawill often cause them to
shop at company B rather than take the time to try again to find company A.%

4.

19 See eg., Hasbro Inc. v. Internet Entm’t Group, No. C96-130WD, 1996 U.S. Dist. LEX1S 11626 (W.D.
Wash., 1996) (preliminary injunction granted against use of candyland.com domain name for sexually
explicit website); Comp Examiner Agency, Inc. v. Juris, Inc., No. 96-0213-WMB, 1996 WL 376600 (Cent.
D. Cal., 1996) (preliminary injunction against juris.com domain name for legal software based on prior use
of JURIS mark for law office management software); E. & J. Gallo Winery v. Spider Webs Ltd., 286 F.3d
270 (5th Cir. 2002) (finding bad faith registration of domain name ernestandjuliogallo.com).

% 15U.S.C. § 1125(d) (2000).

! See eg., Six Continents Hotels, Inc. v. Larry Goodwyn d/b/a Hoteldiscounters, WIPO, Arbitration and
Mediation Center, Decision No. D2003-0208, available at
http://arbiter.wipo.int/domai ng/decisi ons/html/2003/d2003-0208.html (“the domain name <cheap-holiday-
inn-hotel s-accomodation.com> clearly refers to acommodity, not the registrant or any other person; and
the words ‘holiday inn’ refer to genuine HOLIDAY INN hotel servicesthat are offered for sale at the
“hoteldiscounters.com’ website with the consent of the participating hotels.”) (last visited March 24, 2004).

%2 15 U.S.C. § 1125(c) (2000).

% Panavision Int’| v. Toeppen, 141 F.3d 1316 (9th Cir. 1998).

# Mosdley v. V. Secret Catalogue, Inc., 123 S. Ct. 1115 (2003).

% This phenomenon, sometimes referred to as “inertia marketing,” has become an accepted fact of
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Because metatags are not seen by most Internet users, the unauthorized use of
another’ s trademark as a metatag is particularly pernicious. The consumer who is misled
to the site is unlikely to understand how or why she arrived at that site and may assume it
islegitimately related to the company, product, or service whose name or trademark she
entered in asearch engine. Most U.S. courts that have addressed this issue have found
the doctrine of initial interest confusion to be avalid basis for prohibiting use of another’s
trademark in ametatag.?” Asthe Ninth Circuit opined in Brookfield, “[u]sing another’s
trademark in one' s metatags is much like posting a sign with another’ s trademark in front
of one'sstore.”?® The Seventh Circuit Court of Appeals embraced and expanded this
analogy, concluding: “[c]ustomers believing they are entering the first store rather than
the second are still likely to hang around before they leave. The same theory istrue for
websites.”?

| X. EXPANDING TRADEMARK ANALYSISTO KEYWORD ADVERTISING

When awebsite owner is not satisfied with its placement in search engine results,
despite possibly having larded the site with his leading competitor’s names and marksin
metatags, he currently has yet another option: pay the search engines to feature his
website whenever an Internet user inputs the competitor’s name or mark. Search engine
companies refer to the competitor’ s names and marks simply as “keywords’, and they are
very happy to sell them to the highest bidder.* Aswith metatags, the Internet user may
not know the connection—if any—between the search term she used and the goods or
services offered on the paid advertisement; Consumers Union national survey found that
sixty percent of U.S. Internet users did not know that Internet search engines are paid fees
to give prominent placement to certain websites.** When the consumer-protection group
Commercia Alert complained to the Federal Trade Commission about this practice by
AOL, AltaVista, Microsoft, and others, the lack of clear legal precedent limited the FTC
to warning Internet search engines that they must use “clear and conspicuous disclosures’
to alert consumers to the effect that paid sponsorship has on Internet search results.*
That is why some search engines now provide two sets of search results: siteswith ahigh

Internet commerce. See, e.g., Sorcha Ni hEilidhe, The Power of Inertia, NUA.com, at
http://www.nua.ie/surveys/analysis/weekly editorial/archives/1999/issuelno62.html (Feb. 16, 1999) (last
visited Mar. 6, 2004) (referring to a study by George Colony, president of Forrester, an online research
house, Ni hEildihe wrote: “Colony found that in an online environment users will click on the most
convenient option rather than negotiate the pros and cons of a given product. Speed and convenienceis
what matters. When thisis extrapolated and repeated by thousands of users over years, the effect of
sztarategic positioning can result in huge shiftsin market share.”).
Id.
Z See, e.g., Brookfield Communications, 174 F.3d at 1064.
Id.

# Promatek Indus., Ltd. v. Equitrac Corp., 300 F.3d 808 (7th Cir. 2002).
Of course, search engine companies sell non-trademarks, also, as keywords, such as“cars” and
“televisions’. Sales of keywords are particularly lucrative for search engines because they can be sold to
multiple buyers, who bid against each other for higher or more prominent placement on the search results
page. See, e.g., Google'srulesfor sale of keywordsin the U.S., at

https://adwords.googl e.com/select/?hl=en (last visited March 24, 2004).

31 'U.S. FEDERAL TRADE COMMISSION, COMMERCIAL ALERT LETTER (June 27, 2002), available at
http://www.ftc.gov/os/closings/staff/commercialalertl etter.htm (last visited March 24, 2004).

% 1d. (“The purpose of such ademarcation isto advise consumers as to when they are being solicited, as
opposed to being impartialy informed.”).
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incidence of the search term, and those whose owners have paid to have their site appear
when the keyword is entered.

It isdifficult to see how the purchase of a competitor’s name or mark as a keyword
isany lessinfringing than use of that name or mark as a metatag. Asnoted in dictumin
one of thefirst decisions to address thisissue, Nissan Motor Co. v. Nissan Computer
Corp.,® “[t]here appears to be no good cause for not extending these protections and
limitations to cases where one infringes or dilutes another’s mark by purchasing a search
term—as opposed to using another’s mark in one’s metatags.”* Both practices harm the
trademark owner and have the potential to mislead consumers.

X. THE FRENCH CONNECTION

Although it did not mention the French case, in the most recent U.S. case on point
the Ninth Circuit Court of Appeals embraced the same logic asits Gallic counterpart.
Giving new life to Playboy’ s complaint against two Internet search engine companies,
Netscape Communications and Excite, the Ninth Circuit reversed the lower court’s grant
of summary judgment against Playboy.*® Defendants sold alist of pre-selected terms—or
keywords—to advertisers in various industries so that the advertisers' websites would be
featured whenever an Internet user entered one of the keywordsin an Internet search in
that search engine. The lists of proffered keywords related to sex and adult-oriented
entertainment included plaintiff’ s registered marks PLAYBOY and PLAYMATE.
Playboy brought suit for infringement and dilution of its marks. Inreaching its
conclusion that, at least, a genuine issue of material fact regarding the likelihood of initial
interest confusion precludes summary judgment against Playboy, the majority opinion
followed both its own Brookfield precedent and a survey that purported to show that a
statistically significant number of Internet users searching for the terms “playboy” and
“playmate” would think that Playboy, or an affiliate, sponsored the paid third-party
banner ads containing adult content that appear on the search results page.

One might argue that it is the adult content website owners who purchase Playboy’s
marks as keywords who should be the target of an infringement suit rather than the search
engine companies. In truth, both advertisers and search engines are culpable, but it isfar
more efficient to stop this misconduct by felling the tree at its base rather than snipping
off individual leaves each time they bud. Asthere are no more than twenty search engine
companiesin the U.S.,* policing their sale of trademarked termsis far simpler than going
after every potential advertiser, especially since not all advertisers are located in the U.S.
In addition, as noted above, search engines stand to benefit from the sale of keywords as
they derive substantial revenue from such sales. Also critical to the court’ sreversal was
the finding that “ defendants do not require that advertisers identify themselves on their
banner ads,”®’ which permitsthe initial interest confusion to take place.

% 204 F.R.D. 460, 466 (C.D. Cal. 2001).

% |d. (In Nissan, however, the accused party was found to be using its own name, not that of the other
party, so no liability was found).

% Playboy Enter., Inc. v. Netscape Communications Corp., 354 F.3d 1020 (9th Cir. 2004).

% There are actually substantially fewer true “engines,” but the reported numbers varies because several
“search companies’ nominally offer Internet searching on their sites while subcontracting searches to the
engine operators.

%" Playboy, 354 F.3d at 1029.
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In their seminal analysis of the economics of trademarks, Trademark Law: An
Economic Perspective,® Professor William Landes® and Judge Richard Posner® explain
that the underlying rationale of trademark protection is the promotion of economic
efficiency.” They observe that “intellectual property tends to be particularly costly to
protect”* and refer to unauthorized use of another’s trademarks as “free-riding”. They
warn in terms that have prescient application to the sale of keywords on the Internet that:

The free-riding competitor will, at little cost, capture some of the profits
associated with a strong trademark because some consumers will assume
(at least in the short run) that the free rider’ s and the original trademark
holder’s brands are identical. If the law does not prevent it, free riding
will eventually destroy the information capital embodied in a

trademark . . . .

Although the article by Landes and Posner was written before the advent of today’s
Internet, this author believes they would embrace the rationale of the French court in
placing liability on Google for its sale of trademarked keywords. Asthe Ninth Circuit
noted in its Playboy ruling, “defendants do nothing to prevent click-throughs [to third-
party sites] that result from confusion. Moreover, they profit from such click-
throughs.”* The economics of the Internet point to the search engine companies as the
parties most-efficiently positioned to protect consumers and trademark owners from
misuse of marks as keywords. The availability on the Internet of afree, fast, and fairly
reliable database of marks both registered and pending registration with the U.S. Patent
and Trademark Office gives search companies little excuse for accepting—much less
affirmatively suggesting—the purchase of third-party trademarks as keywords.

Protecting only those marks already on the federal register is like the proverbial “half a
loaf,” since, as Landes and Posner rightly point out: “the owner of aregistered mark
bears alighter burden of proving likelihood of confusion . . . Registration warns off
potential infringersin away that mere use does not.” *®

For all of these reasons, the French finding that Google was liable for selling third-
party registered trademarks as keywords is fully consonant with U.S. trademark law, in
both its traditional application and asit has been adapted to the Internet. If trademarks
are to continue to serve as reliable indicators of source, unauthorized use must be
prohibited on the Internet asin other media. Thisisastrue for keywordsasit isfor
domain names and metatags, and the most efficient way of preventing unauthorized useis
to require search engine companies to verify that the keywords they sell are not registered
to athird party. Although U.S. courts have not yet gone so far as the court in Nanterre,

% William M. Landes & Richard A. Posner, Trademark Law: An Economic Perspective, 30 J.L. & ECON.
265 (Oct. 1987).

¥ Clifton R. Musser is a Professor of Economics at the University of Chicago Law School.

0" Richard Posner is ajudge of the United States Court of Appeals for the Seventh Circuit and senior
lecturer at the University of Chicago Law School.

4L |Landes & Posner, supra note 38, at 265-66.

2 1d. at 267.

* 1d. at 270.

“ Playboy Enter., Inc. v. Netscape Communications Corp., 354 F.3d 1020, 1028 (9™ Cir. 2004).

> Landes & Posner, supra note 38, at 301.
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that isthe next logical step in the evolution of U.S. trademark law. Search engine
companiesin the U.S. are well-advised to protect themselves against future liability by
ceasing their trade in property they do not own.
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