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Abstract. The Internet has become a crucial advertising tfmwl modern-day businesses.
Increasingly, business enterprises are opting foline presence, and this phenomenon has
significantly transformed advertising techniqgueson€umers wish to spend less time and gain
optimal results whilst searching for products aed/iges on the Internet. In this setting, enteipgis
entities, such as Google, have sought to make maxinse of the need for online presence which
has given rise to Internet advertising schemes ssckoogle’s ‘AdWords. The purpose of this
paper is to assess the merits (or otherwise) ofié¢bent ruling of the European Court of Justice
(ECJ) inGoogle v Louis Vuittah The analysis will compare it with the approachcotirts in the
United States and also draw on English jurisprudeite discussion undertaken by this paper is
topical given the recent decision of the Frenchr&ug Court (Cour de Cassation) which appears to
have followed the reasoning of the ECJ. The tojticéd heightened given the absence of judicial
precedence in France, and the decision to remandaes back to the Court of Appeal for a case by
case decision on Google’s civil liability.

1. Introduction

The Internet has become a crucial advertising fmomodern-day businesses. Increasingly, businetmises
are opting for online presence, and this phenomemas significantly transformed advertising techefgu
Consumers wish to spend less time and gain optiggallits whilst searching for products and servioeghe
Internet. In this setting, enterprising entitiescts as Google, have sought to make maximum useeofi¢ed for
online presence which has given rise to Interngediding schemes such as Google’s ‘AdWords. Thpgae of
this paper is to assess the merits (or otherwieheo recent ruling of the European Court of Jes{ECJ) in
Google v Louis Vuittaf The analysis will compare it with the approachcotirts in the United States and also
draw on English jurisprudence. The discussion ua#fen by this paper is topical given the recentdi@c of the
French Supreme Court (Cour de Cassation) which aapp® have followed the reasoning of the ECJ. The
topicality is heightened given the absence of jiafliprecedence in France, and the decision to rdrntias cases
back to the Court of Appeal for a case by casestetion Google’s civil Iiability°'. However, prior to delving into
the discussion it is useful to briefly outline timechanics of the AdWords programme.

2. The AdWords scheme and Louis Vuitton's allegatios

Google operates an Internet search engine, whichbeaused freely by Internet users to search fomost
anything on the Internet. In addition, Google afgovides an advertising service which enable atherg to
display the link to their websites when an Interosér performs a search and the search term mathhes
‘keyword’ purchased by the advertiser. The linkla# advertiser would be displayed in a sectioaditsponsored
links'. Under this programme, advertisers are pteuito select a keyword of their choice which vabloé used as
the trigger to display the advertiser’s link. Thtian advertiser ‘A’ opts for a keyword ‘K’, whenewvan Internet
user searches in Google using the search-termth¢€’ link of advertiser ‘A’ will be displayed undsponsored

" LL.M. (Cantab.) B.Sc. (Curtin) Attorney-at-Law ofettSupreme Court of Sri Lanka;
State Counsel at the Attorney General’s Departmi8tid_anka (Currently positioned as a Legal Intatithe International
Bar Association in London, UK)
! Case C-236/08. Note that there were two other aiadeases, C-237/08 and C-238/08. The OpinioheoRtvocate
General (hereinafter “the AG’s Opinion”) and theldement of the European Court of Justice (herainétie ECJ
gudgement") are reported at [2010] ETMR 30

Ibid.
® Emma Barraclough, ‘France’s top court rules in Ge@dgiWords case’ Managing Intellectual Property [jd® Resource]
(23 July 2010)
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links distinct and more prominent from thatural resultsfor the search term. There could be several aideest
which have selected the same keyword, in which tethenorder of display would be dictated by the@maid by
the advertiser to receive the service.

Under this scheme several scenarios may be engibiorhe first is where an advertiser selects argene
search term as the keyword. For example, a manuéacof cars may select keywords such as ‘cavshitles’,
‘four-wheel drives’ and the like as a keyword. Thienario does not give rise to any trademarkegélatsue. In
contrast, the second scenario directly relatefi¢ouse of an existing trademark as the keywords €hvisages
two distinct situations. One is where the ownetheftrademark itself is the advertiser. Again, thauld not give
rise to any trademark issue, as the owner of @imadk is no doubt entitled to use its trademarany manner it
thought fit. The other, however, is where a thiedtp (not being the owner of the trademark) optaise an
existing trademark as the keyword to display itsnoadvertised link linking its own website offeriiitg own
goods/services. For instance, advertiser ‘X’ puseisa’Adidas’ as its keyword to display the linkit® website
selling clothing and footwear. This use of a tradgtmas the keyword by a third-party which is na¢ tawful
owner of the mark was the factual background timatempinned the ECJ’s ruling i@oogle v Louis Vuittoand
the basis of Louis Vuitton's case against Googlae Tissues in contention were (1) was there trademar
infringement when a third-party purchased a keywohich was identical or confusingly similar to ajigtered
trademark, and (2) if so by whom.

3. Analysis of the ECJ’s ruling

The reference and the ruling

At first instance and on appeal in France, Googdls teld liable for the infringement of Louis Vuitte registered
trademarks. Upon an appeal lodged by Google toCitver de Cassation, that court stayed its procesdamgl
referred the following questions to the ECJ forgiminary ruling. These questions were, among rsthehether:

« Article 5(1)(a) and (b) of the Directive can beeirreted to mean that a provider of a
paid referencing service (such as Google) who makesdable to advertisers keywords
reproducing or imitating registered trademarks &nurably displays, on the basis of
those keywords, advertising links to sites offerinfjinging goods, is using those trade
marks in a manner which the proprietor of the traak is entitled to prevent;

* in the event that the trademarks have a reputati@nproprietor could oppose such use
under Article 5(2) of the Directive.

The ECJ answered the first question in the negatkamerating Google from liability. However it adile
specifically interpreting Article 5(1)(a) of the fitive, that a trademark proprietor is entitledprohibit an
advertiser from advertising on the basis of a kayhidentical with the registered trademark where ltitter has
without the trademark owner’s consent selectecoimection with an Internet referencing service wad for
identical goods or services and where the advengsg does not enable an average ‘Internet use€nables only
with difficulty, to ascertain the actual source tbEé goods or services. In other words, an advegdiservice
provider would not be liable for trademark infrimgent, though advertisers may be held liable.

Reasoning of the Advocate General and the Court

It is indeed interesting to analyse the reasonintg@ECJ in coming to the above conclusion, eglgdbecause it
is different to the opinion of the Advocate Gendraz). The AG and the Court came to the same caimtuas
regards Google’s liability but for different reaso©n the liability of advertisers, however, thouga AG found
that the use of a keyword under the AdWords scheméd not cause a likelihood of confusion, the E@ik the
opposite view.

Simplistically, a trademark is a ‘sign’ that is edge of distinguishing the goods or services of one
enterprise from those of another. This feature tthdemark goes to the very heart of its core fongtnamely,
the function of indicating trade origin. From a samer’s point of view, trademarks are needed tédasonsumer
confusion. Therefore for the purpose of findinglemark infringement, the use by a third party &f ttademark
must necessarily prejudice or interfere with thections of the mark. Such prejudice to its functieould arise
where the third party’s use creates a likelihoodaifusion. It is on this basis that Article 16fitlee Agreement
on the Trade Related aspects of Intellectual Ptgights (TRIPs) and the corresponding provisionhe Trade
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Mark Directive of the European Communities (heréara the Directive) are founded. Therefore, use by a third
party of an identical or similar sign to that oéttegistered trademark may amount to infringemeowiged there
is a likelihood of confusion. Though this forms thasis for a trademark infringement action, certatiner
requirements must be satisfied for there to bengément. It was these aspects that made the E@ilg most
interesting, especially when it engaged in inteipgethe Directive. As such, a brief perusal of grevisions in
the Directive is desirable at this stage to illattrthe controversial aspects of the ECJ’s ruling.

The focal point of the ECJ’s decision was on Aei8l(1) of the Directive titled ‘[r]ights conferrday a
trade mark’ which provides as follows:

The registered trade mark shall confer on the petgrexclusive rights therein. The proprietor
shall be entitled to prevent all third parties hawing his consent from using in the course of
trade:

a. any sign which is identical with the trade markrétation to goods or services which
are identical with those for which the trade markegistered;

b. any sign where, because of its identity with, onikirity to, the trade mark and the
identity or similarity of the goods or services eosd by the trade mark and the sign,
there exists a likelihood of confusion on the pafrtthe public, which includes the
likelihood of association between the sign andtthde mark.

The requirement of ‘use’

In the case of Google, the AG was of the view thabgle by providing advertisers with a keyword itiead to
that of the claimant’s trademark, for a price, ¢itated ‘use’ by Google of the owner’s trademarkheut any
lawful consenf. However, the AG’s analysis as to certain furthequirements was in greater detail. Those
requirements were, (i) whether Google’s use ofkdnavord identical/similar to the proprietor's mankas in the
course of trade, (ii) in relation to identical/sian goods or services and (iii) whether it affected essential
functions of a trademark. It was observed thatehesre two types of use involved. The first conedrthe act of
providing the keyword (identical/similar to the deamark) for the selection of the third-party adigert The
second was the use of the keyword at the timespfiaying the advertisement of the third-party.

As regards the first form of use, the AG conclutieat Google’s use was for commercial gain, and éenc
was in the course of trade. On the issue whethegléts use took place in relation to identical/samigoods or
services, it must be noted that this requirememtsdwot envisage only situations where the markffised to
goods, as in the case of services such a requitemeimply inconceivable. Reference must be madarticle
5(3) of the Directive which provides a non-exhatestist of possible scenarios in which the ownea défademark
may prohibit third-party use. Among others, thesgdude, ‘using the sign in advertising’. It was tentention of
L'Oreal (and the other claimants) that Google’s oame within the ambit of ‘advertising’, while Gdegargued
that the keywords did not form part of the advertients themselves and hence was mere internaDusthis
issue, the AG opined that Google’s use of the keyvior the advertiser's selection was not in relatio goods or
services identical/similar to that of the trademavkner’s, as at that stage there were no good#zssrieing sold
to the public. Therefore, there cannot be a ‘linktween the trademark (keyword) and goods/sertiasGoogle
never supplied to the public. As such, undoubtetigre was no use in relation to any goods or sesVi
Accordingly, the AG deemed it unnecessary to carsighether the use by Google of keywords identicahat
of the claimant’s caused any prejudice to the fiomst of the trademark, given that the precedingiireqnent of
‘use’ remained unsatisfied.

Similarly, in the second scenario, where Googleldiged the advertisement when the keyword is triggje
by an Internet user’s search, such use is for caaiatlggain as much as the use contemplated duniegélection
process. Both these uses are intricately linkedn® another. As such, the AG took the view thatuse of the
keyword identical to the trademark of the ownerisplaying the third-party’s advertised link wassus the
course of trade. However, in contrast, this alss wse in relation to goods or services identicathtd of the
trademark owner. The third-party advertisers, nobdosupplied goods or services, and by Googl@laying the
links to those websites when the keyword was trigdiéen a search, it created a ‘link’ between thgwad and

4 First Directive 89/104/EEC of the Council, of 21d@enber 1988, to Approximate the Laws of the MenSitates Relating to
Trade Marks (OJ EC No L 40 of 11.2.1989)
5 The AG'’s Opinion, para AG54
% Ibid, para AG66
7 Ibid, para AG67
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the goods/services supplied via the third-party siteb. As such, the AG opined that this aspectaidk’s use
was in relation to goods/services identical or kintio that of the trademark owneP'$iowever, a prominent issue
in this regard is that the AG failed to consider fact that the goods or services in relation tictvithe link was
made belonged to the advertiser and not Googli. itse such, though Google was said to have usesjistered
mark, it was never used in relation to Google’s ayaods or services. Of course, nowhere in Articlef Bhe
Directive has it been mentioned that the goodseorices in relation to which a trademark is usedtninelong to
the third-party. Nevertheless, it is the authoiswthat the AG in his consideration ought to htalen this fact
into account, as this is one among many reasomnsrikes this dispute unique.

Since, it was the AG’s opinion that Google’s useaofegistered mark established a link with goods or
services identical or similar to those offered bg bwner, it was necessary to assess whether iisédus of the
trademark were affected, most importantly, theiarfgnction. The AG took the view that just as maditnatural
results relate to the trademark owner’s officiabgite (or to economically linked undertakings), alhtsponsored
links’ would feature the trademark proprietor’s witbs. This fact was known to all Internet usexs. iRstance,
some may perform a search not to locate officidbsites of famous brands but to find reviews of giservices
comprising the brand. Thus, Internet users werd awhre that a Google search in its natural resutisld
provide all the information that the search aldoritcaptures on the Internet, and does not relale tonthe
official websites of a trademark owner. The AG enged this argument to the case of sponsored larid found
that Internet users are unlikely to be confusetbake origin of the goods/services offered bywsbsites linked
by the ‘sponsored links’. As such, the conclusiomhis regard was that a likelihood of confusiorswat likely to
occur? On the whole, therefore, Google’s use of a keywimtentical or similar to that of a trademark owmexs
not regarded as constituting trademark infringement

The ECJ came to a similar finding as the AG, yetdifferent reasons. The highlight of the reasorisgs
follows:

[a]lthough it is clear from those factors that tlederencing service provider operates “in the
course of trade” when it permits advertisers toecelas keywords, signs identical with

trademarks, stores those signs and displays isitsli ads on the basis thereof, it does not
follow, however, from those factors that that seevprovider itself “uses” those signs within the

terms of art.5 of Directive 89/104 and art.9 of Rlegon 40/94.

In that regard, suffice it to note that the usealthird party, of a sign identical with, or sinmila
to, the proprietor’ s trade mark implies, at theyweast, that that third party uses the signsn it
own commercial communication. A referencing seryicevider allows its clients to use signs
which are identical with, or similar to, trademarigthout itself using those signs.10

Unlike the AG who found that Google’s use was he ttourse of trade’, the ECJ did not even go to tha
extent. Instead, having introduced for the firstdithe concept of ‘commercial communication’ itfiduthat use
by Google of keywords identical to the claimantsidemark was not in its own commercial communicatist
this point, one may wonder as to what the ECJ mieambmmercial communication. For example, is dpsue
use of a mark devoid of any ‘commercial communaraft Clearly, from para 55 cited above, the ECJ ofahe
view that use by Google did not come within theview of Article 5 of the Directive, but the use waset
descriptive. Previously, iArsenal v Reelf the ECJ took the view that descriptive use wasidetthe ambit of
Article 5 when it ruled that:

[tlhe proprietor may not prohibit the use of a sidentical to the trade mark for goods identical
to those for which the mark is registered if theg wannot affect his own interests as proprietor
of the mark, having regard to its functions. Thagain uses for purely descriptive purposes are
excluded from the scope of Art.5 (1) of the Direetibecause they do not affect any of the
interests which that provision aims to protect, dndhot therefore fall within the concept of use
within the meaning of that provision (see, withpest to a use for purely descriptive purposes
relating to the characteristics of the product itk Case C-2/00 Hélterhoff [2002] E.C.R. I-
4187, paragraph 163.

Accordingly, it may be thought that the ECJ haslietpthat there could be other uses, not amourtting
descriptive use that could be excluded from theapaters of Article 5. Thus, use by an Internetresfeing

8 |bid, para AG79
% Ibid, para AG92
19 The ECJ Judgement, para 55-56
11 Arsenal v ReefR003] ETMR 19
2 |bid , para 54
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service provider (such as Google) for the purpdsproviding advertisers with a selection of keywsrd one
instance. As to whether there could be other s@inatof use falling outside Article 5, only timelwiell. Given
the finding of Court as mentioned above, it was metessary for it to consider whether Google’s was in
relation to goods or services.

At this instance, it may be interesting to considerEnglish decision on cyber-squatting, namBhtish
Telecommunications & Others v One in a Million &@ts® In this case, the defendant had registered several
domain-names includinfgritishtelecom.co.uland britishtelecom.nepre-empting the owners of those trademarks
from registering the respective domain names. Taienants brought an action for both passing off aademark
infringement. They succeeded on both counts. Adréatemark infringement, several interesting obeons on
trademark usevarrant emphasis. The relevant portion of the foelgt is reproduced as follows:

| am not satisfied that section 10(3) [of the EslgliTrade Mark Act of 1994] does require the
use to be trade mark use nor that it must be corfusse, but | am prepared to assume that it
does. Upon that basis | am of the view that thréatinfringe have been established. The
defendants seek to sell the domain names which cardusingly similar to registered
trademarks. The domain names indicate origin. Tikathe purpose for which they were
registered. Further they will be used in relatiorthe services provided by the registrant who
trades in domain namés.

In this case, the domain names which were “idelittaseveral reputed and registered trademarks wer
invidiously registered by the defendants, who @ftkto sell them to the claimants at an exorbitaitep No
doubt, there wasseby the defendants of the registered trademarksveder, for Section 10(3) Trade Mark Act
(similar to Article 5(2) of the Directive) to applthe infringer must have used the contentious rirarklation to
goods or servicesvhich could even be “dissimilar” in the context ®ction 10(3). In the judgement, as quoted
above, the appellate judge observes that he igwgildb hold that a “threat” to infringe has beetablished. This
was quite true, because the defendants were meality infringing the registered marks. The defamd were not
using the marks in connection with any goods ovises. Thus, the almost certain future act of teiddants of
selling the domain name to a third-party would bestrumental” to infringement, as use by the pogrhird
party in sale of goods or supply of services wocléarly infringe the marks. Therefore, the courarded
injunctive relief on the basis that there was & asimminent infringement. Thus, although theresw real use
of the marks (domain names) in “trade in relatiorgbods or services” the court found a threat bfnigement.
However the Court of Appeal had an additional ggbimmind, which was based on the idea that therdkfnts
were trading in domain names. Accordingly, userafiémarks confusingly similar to those of the chaits’ in
the defendants’ business of “trading in domain reim@mounts to infringement (see, last sentencehef t
paragraph cited above). However, domain-names rdgengible property. Therefore, domain names de# th
definition of goods. Thus, the defendants cannatelgarded as trading in goods. Therefore, the jgd@eproach
would have been correct, if the defendant’s agti@inounted to a service. However, the defendamisatdbe said
to be providing services relating to domain nantgs.the Internet Corporation for Assigned Named Blumbers
(ICANN) that is in reality providing the servicevén the defendants in this case would have registéne
famous domain names (corresponding to the tradesn#ttkough an agent that liaises with ICANNTherefore,
the defendants cannot be termed as providing acseirvrelation to domain names. Even if the arguointieat the
use by the defendants was in the course of tradeaseepted, it cannot be said that it was in iatd any goods
or services. As such, neither the High Court, mer €ourt of Appeal iBritish Telecommunicationsould have
found trademark infringement. However, the findiof) infringement, despite this glaring omission, mag
explained on the basis of the mischief that wagkbto be remedied, hamely, the eradication of cgo@atting.

Nevertheless, iBritish Telecommunicationeappen be decided after the ECJ’s rulingGaogle it is
highly doubtful that the English courts would adtip¢ same approach, given their general preferenéallow
ECJ precedence. This raises an important questigsi.as irBritish Telecommunicatigrshould the ECJ have
disregarded debilitations placed in the name ofinemalities, such as these requirement, in finding Google
liable?

13 British Telecommunications & Others v One in a Miill& Others[1999] F.S.R. 1 (English Court of Appeal decision)
14 [1hi

Ibid, at p.25
15 See Getting a domain name involves registering the ngmewant with an organisation called ICANN througticamain
name registrar http://www.thesitewizard.com/archive/registerdomsiiiml (visited 08.08.2010)
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4. Across the Atlantic: The US Approach

The answer to the above query becomes even maiegrgrin the light of the US decision against Gepgn the
exact same facts that lay before the ECJ. Thisooffise was the infamouBescuecom v Goodfedispute.
Rescuecom operated a computer-services francHisisigess under the trademark RESCUECOM and theidoma
name ‘rescuecom.com’. Google under its AdWords mehaot only sold the keyword ‘Rescuecom’ to the
claimant but also to third-parties who wished tketadvantage of the reputation of RESCUECOM. Resmue
sued forinter alia trademark infringement.

At first instance, the District Court for the Noetim District of New York dismissed Rescuecom’srolain
the basis that the claimant had failed to estaltlish Google had used the claimant’s trademarlkcdmmerce’.
This was a requirement imposed by Section 32 obithieed States Lanham Aéwhich reads as:

(1) Any person who shall, without the consent &f tagistrant-

(&) use in commerce any reproduction, counterigipy, or colorable imitation of a
registered mark in connection with the sale, offgrior sale, distribution, or advertising of
any goods or services on or in connection with Wisisch use is likely to cause confusion, or
to cause mistake, or to deceive;

shall be liable in a civil action by the registrdat the remedies hereinafter provided. Under
subsection (b) hereof, the registrant shall no¢téled to recover profits or damages unless the
acts have been committed with knowledge that sodtaiion is intended to be used to cause
confusion, or to cause mistake, or to deceive. (Esis added)

The term ‘use in commerce’ has been defined ini@ed5 of the Lanham Act as:
For purposes of this chapter, a mark shall be ddd¢mbe in use in commerce-
(1) on goods when-

(A) it is placed in any manner on the goods orrthentainers or the displays associated therewithno
the tags or labels affixed thereto, or if the natof the goods makes such placement impractictiza,
on documents associated with the goods or thed; aad

(B) the goods are sold or transported in commexce,

(2) on services when it is used or displayed in gake or advertising of services and the services a
rendered in commerce, or the services are rendergwre than one State or in the United Statesaafateign
country and the person rendering the servicesgagad in commerce in connection with the services.

It was Google’s contention that its use of themiléfis mark was not use in commerce. In doing sm@le
relied onl-800 Contactsy WhenU' a case that was decided by the District CourtferSouthern District of New
York. The District Court held in favour of GoogladfollowedI-800 Contacts.

On appeal, however, the original finding, that tase at hand was on all fours witBOO Contactswas
disturbed and the issue of ‘use in commerce’ wassited in great detail. The appellate court’'s oarsg
stemmed from factors that were capable of distsigng [-800 Contactsfrom RescuecomFirstly, in 1-800
Contactsthe defendant used the plaintiff's website addfassl not its trademark), which according to couasw
materially different to that of the trademark. Sealy, the defendant’s act did not amount to usedmmerce, in
that, the plaintiff's mark was not “used or dispdyin the sale or advertising of services”. Thesddant in-800
Contactsnever sold any trademark to third-parties, nor wees third-party ads displayed on the entering of a
specific keyword that was identical to a trademéamktead, the ad was displayed based on the cgtegsociated
with a keyword and not the keyword itself. Thesetdes together were significantly different to Gaxg
AdWords scheme. In fact, “...Google’s recommendataomd sale of Rescuecom’s mark to its advertising
customers [were] not internal uses” but uses thtgiled economic gain.

16 Rescuecom v Googlenited States Court of Appeal for th¥ Zircuit, decided on 3 April 2009
715 UsC ch.22
181-800 Contactsy WhenU, 309 F.Supp.2d 467 (S.D.N.Y., Dec. 22, 2003)
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More importantly, in an appendix to the judgemenRiescuecomthe appellate court took the view that

‘use in commerce’ as defined in Section 45 waspfiegble in the context of Section 32 of the Lanhaat. It
highlighted the fact that Section 45 begins witbd tfualification “[ijn the construction of this chap, unless the
contrary is plainly apparent from the context” @hdt the phraseology of the definition of ‘use omamerce’ in
Section 45 did not fit the context of Section 32iakhdeals with infringement. Section 45 ‘use in coence’
begins with “[tlhe term “use in commerce” means lloma fide use of a mark in the ordinary courseraxfe, and
not made merely to reserve a right in a mark.” Adewgly, the definition envisaged in Section 45nthe context
of acquisition and maintenance of trademark rigatiser than infringement or dilution. Court obsettieat:

[tihe requirement that a use be bona fide use éndidinary course of trade in order to be
considered “use in commerce” makes clear that grécplar definition was not intended as a
limitation on conduct of an accused infringer thmtght cause liability. If [Section 45's]
definition is applied to the definition of conduating rise to liability in [Sections 32 and 43],
this would mean that an accused infringer wouldapscliability, notwithstanding deliberate

deception, precisely because he acted in bad faithability would fall only on those
defendants who acted in good faitf?..

As such, the appellate court gave an independeanimg to ‘use in commerce’ in the context of the
infringement provisions of the Lanham Act. Thusthis extent, ‘use in commerce’ does not seem taryghing
different to use ‘in the course of trade’ foundBaoropean law. However, the difference of judicipimion takes
place at the next level of analysis on the issusiroflarity of the goods/services of the trademawknervis a vis
the third party for which the marks were being uddalike Article 5 of the Directive, Section 32 add(a) of the
Lanham Act are differently worded. The DirectiveArticles 5(1) (a) and (b) envisage trademark imfament to
arise when a third-party uses the trademark prapfgemark in relation to identical or similar gadr services.
On the other hand, the Lanham Act’s Section 32idgalith infringement refers to use of a registetediemark
by a third-party in relation to ‘any’ goods or sees. Thus, though the ECJ could not find a violatf Article
5(1)(a) as Google did not trade in goods identiodlouis Vuitton’s products, the Lanham Act gave thS court
more leeway, as it relates @my goods/services including the services providedGmogle’s own AdWords
scheme, to spread the garb of liability around Gaogherefore, despite the same set of facts, iffierehce of
national (or regional) legislation gave rise to ogipe conclusions as regards Google’s liability.

5. The AdWords Scheme: Is it really innocent busiess?

The question that was raised earlier in this pamewhether technicalities such aseshould matter in deciding
the liability of Internet referencing service prdeis cannot be directly answered with referenceU®
jurisprudence. However, would the US court havadietdifferently if the wording of Section 32 ofethanham
Act reproduced terminology identical to that foundhe Directive? Even in the US there seems tdibergence
of opinion between its various states. Referencetrha made to a decision of the District Courthaf Eastern
District of Virginia where Google was exempt froibility”® (a different view to that of the appellate cowrt the
2" circuit). Here, court distinguished between twtuaiions. The first was where the sponsored linktsalf
utilised the contentious trademark. The secondwyase it did not. (See diagrams)

Diagram 1

adidas® - Official Site Sponsored links
shop.adidas.co.uk  Search the entire adidas range at the official store now- Free P&P

adidas shoes adidas clothing
adidas training  adidas Basics

Adidas Clothing & Shoes

www.JDSports.co.uk/adidas  Buy Adidas footwear, sports clothes & accessories now at JD Sports!

Note on diagram 1. An example where the actual mark is used in thasped link, where ‘Adidas’ is used as the
search-term (keyword). The first appears to beQifficial Website of Adidas, whereas the second #HoSports,
an entity authorised to sell original Adidas prothuqSearch performed on 1.8.2010)

19 Rescueconsupra, n.16 at p.18
2 GEICO v GoogleUs District Court for the Eastern District of Vinga (Alexandria Division) - Case No: 1:04cv507
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Diagram 2

Cheap Flights to Europe with Ryanair - Cheap Flights from UK s Sponsored finks
Ryanair offer cheap flights to Europe. Choose from over 150 European destinations. Book your £10 Flight Sale
cheap fight from UK today on Ryanair.com. Last Minute Flights From Only £10
[l Show stock quate for RYAAY Great Flights Offers At Dealchecker
ww.ryanair.com/ - Cached - Similar dealchecker.co.uk/Flight_Sale

UK Flights to Europe - Book Flights ... Contact Customer Services i i

Route Map Ireland Flights to Europe - Book ... bmibaby Low Cost Flights

Live Flight Info Knack From £9.98 to 30 UK & European

Travel Questions Top European Destinations Destinations. Boak online now!

: www.bmibaby.com
Mare results from ryanair.com »

Note on diagram 2: The search result for Ryanair. On the left are tfa¢ural (organic) results, whereas on the
right are the sponsored links. Notice, both thé&dilo not appear to use the term Ryanair. (Seaecfopmed on
1.8.2010)

In a written opinion issued by the Virginia coudted 15 December 2004, it observed that in therlatise
(as depicted idiagram 3 there was no trademark infringement. This wasbse the actual mark was not used in
the advertisement itself. Technically speaking, wheauser types in the search-term, neither therisenor the
referencing service provider uses the registeemark. The displaying of the advertiser’s linkresponding to
the keyword is an internal process unseen by tterrlat user. As such, when a link is displayed essalt of a
search-term triggering a result, the advertisesdu# in a real sense use in commerce the registerdemark. In
the case of the referencing service provider, a®yis internal and is not visible to the eyes efltiternet user. In
these circumstances, it is highly doubtful that #liwertisers or the referencing service providerdatde found
liable for infringement. This is precisely why thérginia court had to distinguish between two siiolas as set
out above. In fact, a former decision of an Engtishrt confirms this position. Iwilson v Yahodt Morgan J was
presented with facts that resembled Beogle dispute. The claimant argued that ‘Mr. Spicy’ laeithe
contentious trademark, was used by the defendanismanner so as to interfere with the origin fiomct The
defendants, to the contrary, argued that neithesénvice provider (Yahoo) nor the advertisers ukedrademark
at any point (the actual ads being free of anyingfng text). The court upholding the defence hakt:

[tlhe trade mark in this case is not used by anyather than the browser who enters the phrase
“Mr. Spicy” as a search query in the defendantarsle engine. In particular, the trade mark is
not used by the defendants. The response of ttendafits to the use of the trade mark by the
browser is not a use of the trade mark by the disfiets. That is enough to decide the case in the
defendants’ favodf

However, the ECJ in this regard was steadfastndirig infringement, notwithstanding the actual &ink
being clean from any infringing text. Having deailth the more straightforward facts concerning lsoMuitton’s
case (where the link itself incorporated the reged trademark), the ECJ contrasted the other éf@ances in
light of a crucial difference. The relevant portiofithe judgement is reproduced as follows:

[iln C-237/08 and C-238/08, by contrast, theredsuse in the third party’s ad of a sign identical
with the trade mark.

64 Google submits that, in the absence of any merdf a sign in the actual ad, it cannot be
argued that use of that sign as a keyword equatesd in relation to goods or services. The
trade mark proprietors challenging Google and ttem&h Government take the opposite view.

In this connection, it should be borne in mind thet5(3) of Directive 89/104 and art.9(2) of
Regulation 40/94 provide only a non-exhaustivedighe kinds of use which the proprietor may
prohibit ( Arsenal Football Club [2003] E.T.M.R. &9 [38]; Gillette Co v LA-Laboratories Ltd
Oy (C-228/03) [2005] E.C.R. 1-2337; [2005] E.T.M.R7 at [28]; and Adam Opel [2007]
E.T.M.R. 33 at [16]). Accordingly, the fact thatetsign used by the third party for advertising
purposes does not appear in the ad itself canndself mean that that use falls outside the
concept of “ [use] ... in relation to goods or see&t within the terms of art.5 of Directive
89/104.

2L wilson v Yahoo![2008] EWCH 361 (Ch)
22 |bid, para 64; See also, Cornthwaite, ‘AdWord®ad words? A UK perspective on keywords and tradeiné&ringement’,
EIPR 31, no.7 (2009): 347 at p.350
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Furthermore, an interpretation according to whictlyothe uses mentioned in that list are
relevant would fail to have regard for the factttiiaat list was drawn up before the full
emergence of electronic commerce and the advegtighoduced in that context. It is those
electronic forms of commerce and advertising whieln, by means of computer technology,
typically give rise to uses which differ from thobsted in art.5(3) of Directive 89/104 and
art.9(2) of Regulation 40/94.23

Though it is admirable of the ECJ to have considiehe developments in Information Technology, and
more specifically, e-commerce, the correctnesshefECJ’s analysis may be doubted. Article 5(3)rrefk to
above is no doubt non-exhaustive, given the expressof ‘inter alia’ which leaves open other potisigs that
can exist other than those specified in the prowisiself. The type of conduct that is sought topbehibited by
Article 5(3) is where the third-party seeks to bb&h a link between the registered trademark dedgoods or
services of the third-party. All the instances sfied in Article 5(3) require the third-party to ke this
connection to render the overall conduct offensileus, for instance, affixing the protected signgtwods or
packaging, using it for the purposes of placingdigarty goods in the market or offering servicegler a
protected sign, importing or exporting goods unaerotected sign or using it in business papem@doertising
are instances of prohibited conduct. In all thestainces, it is the third-party by its affirmataet that must create
the link between the goods/services offered bythiel-party and the registered trademark. In cattrander
Google’s AdWords scheme, it is the Internet useo whters the search term and thus uses the trakiemar
link, if any, which may be created between the aiked link and the trademark, is clearly not auliesf the
advertiser using the trademark. On the other hahen the advertiser purchases the keyword from @odgs a
transaction solely between Google and the adverise as such cannot amount to use being maddaiioreto
any goods or services of the advertisers. Therefbeereasoning of the ECJ that Article 5(3) isavihough to
cover situations where use of a registered traderisamade by a person (Internet user) other thanetftity
allegedly seeking an undue advantage is not fie ftaws. Perhaps, the ECJ could have developexheept of
‘constructive use’ where use of the keyword byltiternet user is attributed to that of the advertia ruling that
advertisers which make use of the AdWords scheras tie claimant’s trademark in the sense underdbyod
Article 5(3). The justification of such an approactay be the knowledge an advertiser possessestshiatk
would be displayed upon a search being performadyuke registered trademark as the keyword. Thssgssion
of such knowledge, which seems to exceed the boigsdafbona fidepractices of trade would have been a better
approach of finding advertisers liable for caustogsumer confusion and disturbing the other funsti(such as
the advertising function) of a protected trademark.

The likelihood of confusion

The structure of Article 5 dictates three possisiteiations of liability. First, where the third-pgs mark is
identical to that of the owner’s mark and is usedeiation to identical goods/servicésSecond, where the third-
party’s mark is identicadr similar to that of the owner’s mark and is used in relatmgoods/services identicat
similar to that of the owner& Third, where there is sign/mark identity or simiily but in relation to
goods/services that are dissimifatnsofar as the second and third scenarios areecoed, liability ensues only if
the claimant can establish a likelihood of confagarticle 5(1) (b)) or that the infringer’s useithout due cause,
takes unfair advantage of or causes detrimentddalistinctive character or repute of the protecteatk (Article
5(2)). As for Article 5(1) (a), the identity of tlgpods/services and the sign/mark identity leaa poesumption of
confusion?’ It appears that Article 5(1)(a) gives effect te #econd sentence of Article 16:1 TRIPs which reads
“liln case of the use of an identical sign for itleal goods or services, a likelihood of confusismall be
presumed.” In fact the AG inTJ Diffusion SA v Sadas Vertbaudet®Bserved that:

[w]here rigorously identical signs or marks aredusethe course of trade for identical goods or
services, it is difficult if not impossible to cagige of circumstances in which all likelihood of
confusion could be ruled out. In such cases, itld/de both redundant and extravagant to
require proof of that likelihood ... | take the vigat the protection afforded to trade mark

2 The ECJ Judgement, paras 63-66

24 The Directive, Article 5(1)(a)

% |bid, Article 5(1)(b)

2 bid, Article 5(2)

27 Griffiths, A., ‘The trade mark monopoly: an analysif the core zone of absolute protection undesAtj(a)’, IPQ 3 (2007):

312

28 |_TJ Diffusion SA v Sadas Vertbaudet(&ase C-291/00), AG's opinion reported at [2002].EL.R. 40, paras A37-A39
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proprietors under the relevant provisions is praigid essentially on the existence of a likelihood
of confusion, proof of which is superfluous whetbthe marks (or the mark and the sign) and
products covered are not merely similar but idexhtic. since likelihood of confusion can be
presumed without further investigatfdn

The subsequent judgement of the B@d LTJ Diffusionseems to have followed the reasoning of the AG,
albeit with less elaboration, when it observed that “A(tl) (a) of the directive does not require evideotsuch
a likelihood in order to afford absolute protectiorthe case of identity of the sign and the tramek and of the
goods or services”

In this background, the ECJ’s ruling @oogleon the likelihood of confusion seems erroneous distant
from its previous findings. Paragraphs 75 to 90thef judgement had been devoted to discuss the issue
confusion out of which para 84 is worth quotingdiscussing when the origin function of a tradeniaréffected
in the online context, the ECJ observed that:

84. The function of indicating the origin of the rkads adversely affected if the ad does not
enable normally informed and reasonably attentiternet users, or enables them only with
difficulty, to ascertain whether the goods or seesi referred to by the ad originate from the
proprietor of the trade mark or an undertaking eooically connected to it or, on the contrary,
originate from a third party (see, to that effé@€line [2007] E.T.M.R. 80 at [27] and the case
law cited)®?

From the language of court it may be thought tt tlaimant, to succeed, must establish that the
advertiser’s link fails to enable normally informeadd reasonably attentive Internet users, or eaghlem only
with difficulty, to ascertain the source of the gswr services referred to by the link. Howevee, BHCJ observed
this in interpreting Article 5(1) (a), in which @#fringement is automatic. Under that Articlefrimgement is
presumed, and therefore, the national court wooldnecessarily have to deal with the issue of csinfu Of
course, the presumption may be rebutfeahd therefore, it becomes incumbent on the defertdaestablish the
converse, i.e. that reasonably attentive Interisersiare capable of identifying the origin of theods/services
attached to the link. The entire analysis of the] BE€ regards origin confusion becomes superflusussafar as
the advertisers are concerned (at least in the afalseuis Vuitton) their alleged use of the regist® mark came
within the scope of Article 5(1) (a).

In fact, the presumption of likelihood of confusi@extremely important in the context of the Ingt
Given that consumers (Internet users) are nevarpnsition to physically inspect the goods/serviafiered by
the advertisers, in cases under Article 5(1) (adhef Directive, unless the defendant can estalfishopposite,
courts must without hesitation find infringemeng this is exactly what the presumption dictatesrtteu,
Google’s AdWord scheme contributes to the confusiprusing the title ‘Sponsored Links'. Sponsorsiniplies
financial backing, and it is highly likely that brhet users may believe that all ads under spotdorkes are
advertisements sponsored or under the patronagleeobriginal supplier of the goods/services seatciue3*
Thus, the belief that an economic link exists betwthe entities behind the ads and the trademarieowannot
be disregarded.

6. Implications for Sri Lankan businesses

Whatever is the opinion on the liability of refecémg service providers, the liability of advertisés concretised
by the ECJ’s decision. Even though the ruling tsflaws (as pointed out above), it is likely tiiz position will
be followed by national courts around Europe. Tresd should concern Sri Lankan businesses whieh wli¢h
luxury goods incorporating well-known marks.

2 |bid, at paras A36-39
%0 Diffusion SA v Sadas Vertbaudet SJR003] E.T.M.R. 83, para 48-49
31 Griffiths, supra, n.26 at p.319
32 The ECJ Judgement, para 84
33 Stoll, P, Busche, J. & Arend K. (edW,TO-Trade-Related Aspects of Intellectual PropRights(Martinus Nijhoff
Publishers: Germany, 2006): 319 - “In consequethee;double identity” of sign and product leadsatshifting of the burden
of proof in favour of the trademark owner and oocamt of the third party” See also, Correa, C.Made Related Aspects of
Intellectual Property Rights: A Commentary on thIAS Agreemer{Oxford University Press: Oxford, 2007): 187
34 The term “sponsor” has been defined in the Cor@iderd Dictionary as a “...[p]erson or organisatitiat pays for or
contributes to the cost of an event or broadcasttimn for advertising” - Concise English Dictiondrl” ed. (2006)
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Sri Lankan businesses are increasingly advertisirdjgital media, and the Internet is no exceptibna
survey conducted for the purposes of this papead found that 80 percent of businesses surveyeel aveare of
Google’s AdWords scheme, while 70 percent confirrired they would utilise the scheme for future atismg
purposes. 70 percent of these businesses alreadytiad on the Internet. These results are indieatf the fact
that Sri Lankan businesses have online presendeassuch, knowledge of potential liability for adising in
schemes such as Google’s AdWords is crucial.

In Sri Lanka trademark infringement is found un8exction 121(1) of the Sri Lankan Intellectual Pmbpe
Act,® which provides as follows:

Without the consent of the registered owner of ek third parties are precluded from the
following acts:

(a) any use of the mark, or a sign resembling isuch a way as to be likely to mislead the
public, for goods or services in respect of whicl tark is registered or for similar goods or
services in connection with which the use of theknma sign is likely to mislead the public

The scenario where an advertiser sells countegteitls clearly amounts to infringement. In that évére
trademark proprietor has a direct cause of actigairst the advertiser for trademark infringemenenég,
businesses in Sri Lanka dealing with counterfeibdgy whether or not party to an Internet referegnaervice,
would be liable for trademark infringement (liabiliunder Section 121(1)(a)likely to mislead the publjcand
any online advertisement displayed through an hatereferencing service could be restrained frormde
displayed.

Liability could also arise where a business s#di®ivn products, not being counterfeit goods. Thishere
the business utilises an Internet referencing sehesuach as AdWords, to display a link to its ownbsite.
Notwithstanding the fact that the advertiser may uee the protected trademark in the advertisdd itgelf, it
may be argued (as it was successfully urged béfier&CJ) that Section 121(1) (a) is wide enougtoier such a
situation. However, unlike under the Directive, theestion under the IP Act would be whether thk tjipnerated
consequent to the referencing servinisleadsconsumers. While the term ‘mislead’ is defined he {Concise
Oxford English Dictionary as “... cause to have anmgdmpression about ... something”, ‘confuse’ is defl as
“... [to] identify wrongly”. It seems therefore, testblish infringement under Sri Lankan law would rhere
difficult, given that, to establish that a consumeis misled entails a higher burden than provingermaenfusion.

The second limb of the infringement provision fertlexpands liability. Section 121(1)(b) prohibieny
other use of the mark, or of a sign or trade naesembling it, without just cause and in condititikely to be
prejudicial to the interests of the registered owafethe mark.” This provision is wide enough tqptae use of
protected marks that is likely to dilute the distimeness or repute of the mark or which withouwst jcause takes
undue advantage of the mark to the prejudice ofrémemark owner. Accordingly, a more controversiad less
straightforward, situation is where the advertisehnich has advertised its link on AdWords) selisioag its own
goods, the goods of the trademark owner. Probdbé/,advertiser would have purchased the goods frem
trademark owner or a producer authorised therenfleld these circumstances, since the advertiseglisegoods
which are authentic, the trademark proprietor woidleally not have a cause of action for origin cmidn.
However, there may be a good cause of action aghi@sdvertiser for diluting the distinctivenesgepute of the
trademark. For example, where a re-seller sellarjugoods (normally sold in luxurious outlets) imanner that
could detract from the reputation associated whil product, the result may be prejudicial to tredémark
owner’s interest. It must be further noted thattéren used in paragraph (b) of Section 121(1) ali®vieterests’
as opposed to rights, which has significantly widgplications. Therefore, a trademark owner coulguably
prevent goods which are otherwise authentic fromgisold in ways that could harm its reputationgoodwill
thereby causing prejudice to the interests of thdemark owner. This is similar to the exceptiorihte rule of
exhaustion well known in European law found in &lgi 7(2) of the Directive. Drawing an analogy witte
physical world, if an advertiser’s link lead Intetrusers to a website that is cheaply hosted iramner unfit to
feature luxury goods, notwithstanding the fact tthat goods in reality are authentic, a trademadppetor may
be able to restrain the link to the third-party’'shsite from being displayed whenever the seareh-{&tentical to
the proprietor’'s mark) is used in an Internet seamgine, such as Google.

Accordingly, the implications of the ECJ’s ruling iGoogle v Louis Vuittorare global. Arguments
accepted by the ECJ as regards those who advevtibelnternet referencing service providers apply Sri
Lankan businesses with equal force. Given thatl@ual property laws in most jurisdictions areséd on the
TRIPs standards, rulings of the ECJ underpinnedthey latest developments in marketing and infornmatio
technology are very relevant in the Sri Lankan erntThis is a consequence of the internationahbaisation of
intellectual property laws.

35 Sri Lankan Intellectual Property Act No 36 of 20@@reinafter, IP Act)
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7. Conclusion

The variance of judicial opinion between courtglifferent continents and regions therein, on falet raise an
identical legal issue, demonstrate that law andyiglication changes with time and space. Tradenaavkis no
exception to this phenomenon. Thse of trademarks in the context of infringement hagrbesubject to
considerable debate especially in the case of dateadvertising. Though the ECJ’s ruling was inofav of
Internet referencing service providers, such as glgothe possibility of advertisers being caught fop
infringement is extremely high. This is so, evercases where the advertiser technically never theesegistered
trademark for the purposes of advertising its owods or services. Though, the reasoning of the &y be
criticised on that point, the conclusion seem#fitt given the nature of Internet transactions #edsignificantly
greater likelihood of confusion amongst InternetrasPerhaps, a better reasoning based on ‘cotigruse’ of a
registered mark may be an avenue for finding ligbihsofar as advertisers are concerned.

Though trademark rights are territorial, given thereasing harmonisation of trademark laws, onenatin
ignore the implication of the ECJ’s ruling. As sublusinesses across the globe that engage in &ilvgron the
Internet through Internet referencing service pevs must be made aware of the potential liabiligt entails
such use. As demonstrated by the survey, giveithieasing presence of Sri Lankan businesses omtbeet,
and the likelihood of online schemes, such as Ad&dpeing used, it is imperative that Sri Lankasihesses are
made aware of their rights and liabilities undadémark law, especially in the online context.

251



