Keyword Advertising Remains Unsettled

By David S. Fleming

he Second Circuit is poised to decide an important

keyword advertising case, Rescuecom v. Google,!

which will address whether the act of keying a spon-
sored search advertisement to a trademark owned by some-
one other than the advertiser constitutes use of that trade-
mark. The court’s decision in Rescuecom probably will
resolve the trademark use issue within the Second Circuit,
but it will not end the keyword advertising debate.

Trademark owners complain that online advertisements keyed

to their trademarks confuse consumers into believing the adver-
tisements come from or are sponsored by the trademark own-
ers and that they divert consumers to competing websites. Trade-
mark owners argue that, even if consumers realize as soon as
they reach a website that it is not the trademark owner’s site, that
they were initially confused when they clicked on the advertise-
ment and this “initial interest confusion” leads them to consider
goods and services offered by the advertiser. Advertisers, and the
search engines that offer sponsored search advertising services,
respond that confusion is unlikely and that trademark keywords
often are permissible uses of those trademarks for such legitimate
purposes as comparative advertising, resale, and criticism.

What Is Keyword Advertising?

Keyword advertisements are text advertisements appearing on
search results pages, placed above, to the right, and sometimes
below the algorithmic or “natural” search results. Advertisers pay
search engines to deliver these advertisements when consumers
enter certain terms, or keywords, in the search box in their brows-
er. Whether and where an advertisement will appear in the results
may depend in part on the price paid by the advertiser and pos-
sibly on other factors that may vary from one search engine to
another. Search engines usually earn revenue from the advertise-
ments only when the consumer clicks on the advertisement and is
redirected to a landing page on the advertiser’s website.

A few hypotheticals illustrate the types of advertise-
ments that may be involved in keyword cases. In each of
these examples, assume that the trademark owner is the
maker of hiking boots sold under the brand name RUG-
GED ROAD.

Resale of Products Bearing the Trademark

A sporting goods store called Outdoor World sells hiking
boots over the Web and at its retail stores. Outdoor World
buys this advertisement that appears when a consumer enters
the term “rugged road”:

WE STOCK RUGGED ROAD BOOTS

Find an extensive line of Rugged Road and other
hiking boots in our camping superstores.
www.outdoorworld.com

In a variation of this example, Outdoor World omits the
RUGGED ROAD trademark from the text of its advertisement:

HIKING BOOTS AT TDOOR WORLD
Find an extensive line of Outdoor World from many suppliers
www.outdoorworld.com

Several factors could influence a court’s analysis of these
advertisements. What if Outdoor World does not sell RUGGED
ROAD boots? What if the advertisement creates the incorrect
impression that Outdoor World is an authorized reseller? What
if the store is selling gray market RUGGED ROAD boots that
are not intended for sale in the United States? What if the boots
are counterfeit? What if Outdoor World sells genuine RUGGED
ROAD boots but at a price significantly below prices charged at
RUGGED ROAD’s own retail locations?

Information About the Trademark Owner
or Its Products
In a second example, a sporting goods magazine that
does not itself sell hiking boots provides reviews of boots
available on the market:

REVIEWS OF POPULAR HIKING BOOT

Guide to leading hiking boots: Rugged Road, Slippery Slope,

and others.
www.outdoorsports.com

An advertisement also could be placed by an advertiser
that is critical of the trademark owner:
RUGGED ROAD LABOR VIOLATIONS © Getty Images

Reports of child labor abuse by Rugged Road hiking boots
www.childprotection.org

Variations of these facts also could be relevant. For exam-
ple, what if the review site sells boots that compete with
RUGGED ROAD boots? Would it matter, from a trademark
standpoint, if the critical site makes defamatory statements
about the trademark owner? Will the nature of the informa-
tion provided implicate First Amendment free speech issues?

Comparative Advertising
A third set of examples relates to advertisements placed by
the trademark owner’s competitor. A comparative advertise-
ment might look like this:
MPARE SLIPPERY SLOPE TO RUGGED ROAD

Buy Slippery Slope boots for half the price of

Rugged Road boots.

www.slipperyslope.com

The competitor’s advertisement might be less explicit in
identifying the source of the advertisement and the fact that it
is a comparison:

BUY SLIPPERY SLOPE BOOT

Slippery Slope boots offer the highest quality!

www.slipperyslope.com

In each of these cases, courts may consider facts such as
whether the competitor’s site in fact provides meaningful com-
parative information about the competing products and wheth-
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er the advertisement confuses consumers into believing that
the advertisement originates from or is endorsed by the trade-
mark owner.

The Second Circuit and Trademark Use

These examples set the stage for the issue before the Second Cir-
cuit in Rescuecom: whether an advertisement that is keyed to
another’s trademark, but that does not include that trademark in
its ad text, makes use of the trademark. The plaintiff in Rescue-
com provided computer- and Internet-related services, conduct-
ing much of its business from a website located at www.rescue-
com.com. Google allowed Rescuecom competitors to key their
sponsored search advertisements to the term “rescuecom.” The
word “rescuecom” did not appear in the text of these adver-
tisements. Unlike the hypotheticals, this was not a case where
the advertisers were selling Rescuecom’s products, provid-

ing information about Rescuecom, or making explicit compari-
sons between their own services and Rescuecom’s. Moreover,
because the Rescuecom mark did not appear in the text of the
advertisements, the advertisements did not explain the relation-
ship between the advertisers and Rescuecom. They did not, for
example, compare a competitor’s services with Rescuecom’s.

Rescuecom alleged various trademark claims, including
trademark infringement, false designation of origin, and dilu-
tion. With respect to its infringement claim, Rescuecom was
required to prove, among other things, that the competitors’
advertisements were likely to confuse consumers into believ-
ing that the ads came from or were sponsored by Rescuecom.

Google moved to dismiss, arguing that the district court
need not reach likelihood of confusion because a threshold ele-
ment—the use of plaintiff’s mark as a trademark—was not
present. Google relied on the Second Circuit’s prior decision
in a pop-up advertising case, /-800 Contacts v. WhenU.com,?
in which the Second Circuit held that entirely internal database
use of a URL containing plaintiff’s trademark did not constitute
use as a trademark.

The district court in Rescuecom agreed with Google’s argu-
ment, noting that the RESCUECOM mark did not appear in
the text of advertisements.? The court described Google’s use
as internal and not visible to the public. Relying on 7-800 Con-
tacts, it concluded that such internal use for the purpose of trig-
gering advertisements is not use in a trademark sense.*

Other district courts in the Second Circuit have reached the
same conclusion.’ Even in cases where there was visible use of
the trademark in the text of the advertisement, district courts in
the Second Circuit have found for the advertiser. These typi-
cally are cases similar to the resale hypothetical in which the ad
text properly discloses that the advertiser is selling the trademark
owner’s products. For example, in S&L Vitamins v. Australian
Gold,’ the district court granted summary judgment to the adver-
tiser where the plaintiff’s mark was a keyword and it appeared in
the ad text. The advertiser had in fact sold plaintiff’s products on
its website.” Similarly, in Tiffany (NJ) Inc. v. eBay, Inc.,® a case
involving keyword ads placed by eBay for Tiffany products, the
court held that there was trademark use but that eBay’s use of
the Tiffany marks had been permissible as nominative fair uses.’

Trademark Use Beyond the Second Circuit

Outside the Second Circuit, most courts have held that key-
ing an advertisement to another’s trademark does constitute
use of that trademark. For example, in Australian Gold v.
Hatfield," the Tenth Circuit affirmed a jury verdict that found
trademark infringement and other violations. While not ana-
lyzing trademark use at length, the court found that the adver-
tisers used plaintiff’s mark on their websites and in meta tags,
and by keying their advertisements to the mark.

In North American Medical Corp. v. Axiom Worldwide,
Inc.,'! a case involving meta tags rather than keywords,'?
the Eleventh Circuit questioned the Second Circuit’s 7-800
Contacts “no trademark use” analysis. The court conclud-
ed that the absence of a visible display might be relevant
in deciding whether there is a likelihood of confusion, but
the court challenged separating the likelihood of confusion
from a use analysis.'*

Several district courts also have rejected or distinguished
the Second Circuit’s “no trademark use” analysis, relying
on differences between keyword advertising and the pop-up
advertising at issue in the 7-800 Contacts decision."

Different Results Regarding Confusion

While courts outside the Second Circuit typically find trade-
mark use, they have reached differing conclusions as to whether
keyword ads create a likelihood of confusion.

Confusion Not Likely

In GEICO v. Google," the court concluded after a bench tri-
al that plaintiff’s survey evidence was insufficient to prove

a likelihood of confusion where the trademark did not

appear in the ad text.'® As noted below, however, the court
reached the opposite conclusion concerning ads that includ-
ed the trademark in the ad text. In J.G. Wentworth v. Settle-
ment Funding,"” the court found trademark use but granted a
motion to dismiss because defendant’s advertisements were
not likely to cause initial interest confusion.'® In Boston Duck
Tours, LP v. Super Duck Tours, LLC," a case involving com-
peting Boston “duck tours” services, the court found that the
advertiser did not violate a preliminary injunction when it
purchased ads keyed to the phrase “boston duck tours.” The
court noted that the advertiser’s name and the content of its
advertisement sufficiently distinguished it from the plain-
tiff.?° Finally, in Nautilus Group, Inc. v. Icon Health & Fit-
ness, Inc.,?! a suit involving dilution rather than likelihood

of confusion and infringement, the court found that a clear-
ly labeled comparative advertisement was excepted from the
reach of the federal trademark dilution statute.?
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Confusion Likely

In GEICO,* in contrast to its conclusion concerning adver-
tisements that do not include the trademark in their text, the
court found that advertisements containing the trademark did
create a likelihood of confusion. However, the court reserved
the question of whether the search engine was liable for such
ads.? In Storus Corp v. Aroa Marketing,” the court grant-

ed summary judgment to the plaintiff who claimed that the
advertiser’s use of its mark as a keyword and in the text of
the resulting advertisement caused initial interest confusion.
The court found no triable issues with respect to key con-
fusion factors (similarity of the marks, marketing channels,
and goods), and the advertiser failed to show that other fac-
tors weighed strongly against a likelihood of confusion. In
International Profit Associates v. Paisola,’® the court granted
an ex parte motion for a temporary restraining order, finding
trademark use in the purchase of keywords and likelihood of
success in proving infringement.

Fact Issues Concerning Likelihood of Confusion

Other courts have found fact issues precluding summary
judgment or dismissal on the issue of likely confusion. For
example, in 800-JR Cigar, Inc. v. GoTo.com, Inc.,”” in which
the parties filed cross-motions for summary judgment, the
court denied the motions based on fact issues as to several
likelihood of confusion factors and the applicability of initial
interest confusion.?® The court also concluded that the defen-
dant search engine’s fair use defense was an issue for the trier
of fact, noting that the search engine’s use “is probably fair”
to the extent it permits bids on plaintiff’s marks “for purpos-
es of comparative advertising, resale of [plaintiff’s] products,
or the provision of information about [plaintiff] or its prod-
ucts.”? Similar fact issues and the uncertain state of the law
prevented summary judgment or dismissal for plaintiff or
defendant in several other cases. *

Conclusion

While the Second Circuit’s Rescuecom decision may answer
the trademark use question within the Second Circuit, it will
not bring clarity to the question of whether keyword adver-
tisements are likely to create confusion. The nature and con-
tent of particular advertisements may continue to be the most
important factor to courts as they determine whether confu-
sion is likely. l
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