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Second Circuit Rules That Use Of Trademarks In Internet
Keyword Advertising Constitutes Actionable Trademark Use

Rescuecom Corp. v. Google Inc., Second Circuit, decided April 3, 2009.

In a significant new decision on the legality of search engine keyword
advertising programs, the Second Circuit has held that Google’s sale of
trademarked terms as ad-triggering keywords constitutes “use in commerce”
of a trademark for purposes of federal trademark law and, accordingly, could
constitute trademark infringement or dilution.® The legality of such keyword
advertising programs has been one of the most important unsettled issues of
trademark law in recent years.

The decision represents an about-face for the Second Circuit, which previously
held that similar uses of a trademark in online advertising did not constitute
actionable use in commerce of the trademark.? This shift aligns the Second
Circuit with other circuits that have considered the issue and makes it
significantly more likely that keyword advertisers and advertising service
providers could face claims of trademark infringement or dilution when they
purchase or sell trademarks as keywords.

Background

Search engines’ keyword advertising programs are designed to display
advertisements that relate to users’ searches. Advertisers purchase keywords
in order to have their ads shown to users whose searches include the same
terms — including, frequently, their competitors’ trademarks. Numerous courts
have addressed whether the sale, purchase, and use of trademarks as
keywords is actionable under trademark law, which generally prohibits using a
trademark in commerce in connection with the sale, offering, or advertising of
goods or services, in a way that is likely to cause confusion or deceive
consumers,® or in a way that is likely to cause trademark dilution by blurring
or tarnishment of a famous mark.*

Rescuecom, a computer repair company, alleged in its lawsuit that Google
urged competing computer repair firms to purchase “Rescuecom” as a keyword
so their advertisements would appear when consumers searched for
information about Rescuecom’s services. Rescuecom claimed that the use of its
trademarked name as a search keyword was an infringing use, even though
the mark did not appear in the triggered advertisements. Competitors who
placed the ads, Rescuecom alleged, deceived and diverted searchers by
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making it appear that those competitors’ websites were affiliated with Rescuecom. The
district court disagreed, however, and dismissed the complaint on the ground that
Google’s alleged use of “Rescuecom” as a keyword did not constitute actionable use in
commerce of the “Rescuecom” trademark.

The Circuit Split

Claims such as Rescuecom’s have had mixed outcomes in recent years, and a split had
developed between circuits deciding keyword advertising cases. The Second Circuit had
held in 1-800 Contacts, Inc. v. WhenU.com, Inc.® that an advertising service provider did
not make actionable use of the plaintiff's “1-800 CONTACTS” trademark when it used the
address of the 1800contacts.com website, rather than the trademark itself, to trigger pop-
up ads for products in the same eye-care category. The court emphasized that the ads
were triggered by the website address rather than the trademark itself, and that WhenU
did not permit advertisers to target specific keywords; instead, they could only target
broad, generic categories such as eye care. The court also noted that the website address
was used solely in WhenU’s internal directory and was not visible to consumers. Following
1-800 Contacts, district courts in the Second Circuit held in several subsequent cases that
keyword advertising did not constitute actionable use of the plaintiff’s mark in commerce,
when the mark was not used in a way that made it visible to consumers.®

In contrast, the Ninth, Tenth, and Eleventh Circuits have all issued decisions at odds with
the Second Circuit’s holding in 1-800 Contacts. In Playboy Enterprises, Inc. v. Netscape
Communications Corp.,’ the Ninth Circuit held that Netscape could be liable for trademark
infringement when it sold banner advertisements that would appear when users searched
for Playboy’s trademarks “playboy” and “playmate,” finding that there was no dispute that
Netscape used the marks in commerce.® In Australian Gold, Inc. v. Hatfield,® the Tenth
Circuit, without expressly addressing the “use in commerce” issue, affirmed a jury verdict
of infringement based on the defendants’ use of the plaintiff's trademarks as keywords and
in website meta tags. The court appeared to assume that such uses constitute actionable
trademark uses in commerce, reasoning that even if the trademarks were not visible to
users, they could cause confusion “when a consumer seeks a particular trademark holder’s
product and instead is lured to the product of a competitor.”*° And in North American
Medical Corp. v. Axiom Worldwide, Inc.,*! a case involving website meta tags rather than
search keywords, the Eleventh Circuit expressly rejected the Second Circuit’s “no use in
commerce” reasoning and held that the defendant’s use of the plaintiff’s trademarks in
meta tags created a likelihood of confusion. Numerous district courts outside the Second
Circuit have also rejected its reasoning.*?
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The Second Circuit Decision

Backing away from this circuit split and significantly limiting 1-800 Contacts, the Second
Circuit held in Rescuecom Corp. v. Google Inc.*® that Google made actionable use in
commerce of a trademark when it sold that trademark as a keyword to the trademark
owner’s competitors, even if the mark was not displayed in advertisements seen by
consumers. The court emphasized that the plaintiff would, of course, still need to prove
that such use was likely to cause consumer confusion or dilution of the plaintiff’'s marks.*

The opinion by Judge Pierre N. Leval justified the shift on several grounds. First, unlike the
purely internal uses in 1-800 Contacts, which were never seen by either advertisers or
consumers, Google sells trademarks as keywords and displays them to advertisers.*®
Second, the keyword in 1-800 Contacts was the plaintiff's website address, which, even
though it incorporated the plaintiff’'s mark in its entirety, 1-800 Contacts held could not be
treated the same as a trademark.'® In Rescuecom, in contrast, the keyword was the
trademark itself.*” Third, the court disagreed with Google that its decision in 1-800
Contacts held, or even implied, that purely internal uses of a trademark could not
constitute infringement; it noted, for example, that a search engine that allowed
advertisers to pay to appear at the top of a search engine’s relevance-rank results “would
be highly likely to cause consumer confusion” if the paid placements were not marked as
advertisements.*® Finally, the court dismissed Google’s comparison to retail store “product
placement” programs, in which vendors pay to have their products placed or shelved near
other, more well-known products. The court concluded that there was no “magic shield
against liability” for such programs, explaining that they do not infringe because they are
not likely to cause confusion, not because they do not involve the use in commerce of a
trademark.®

Implications

The Second Circuit’s decision has important implications for trademark holders,
advertisers, and advertising service providers. The decision brings the Second Circuit’s law
into accord with other circuits, which have held search engines and advertisers to a much
stricter rule than had courts in the Second Circuit.

For advertisers and advertising service providers, the decision makes for a more certain,
and more hostile, judicial environment. Advertisers can avoid risk simply by not
purchasing as keywords trademarks owned by competitors. That approach is less plausible
for advertising service providers, however, who cannot easily investigate every keyword
purchased by every advertiser to determine whether it is another party’s trademark.
Providers will need to weigh the relative benefits and risks of selling keywords and
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suggesting possible keywords to advertisers, and the potential benefits and costs of
countermeasures such as trademark filters.?° Significantly, search engines such as Google
that had previously sought to dispose of suits at the motion to dismiss stage — on the
ground that there was no actionable use in commerce as a matter of law — will now have
to litigate the fact-intensive issue of likelihood of confusion through summary judgment or
trial.

For trademark owners, the court’s decision helps further clarify that the sale or use of a
trademark as an advertising keyword constitutes actionable use of the mark in commerce
and can constitute trademark infringement or dilution. This should give trademark owners
greater flexibility in choice of forum and a stronger hand in litigation. However, by
clarifying the law, the decision may also make it less likely that the Supreme Court will
weigh in or that Congress will pass keyword advertising legislation.

If you have any questions concerning the material discussed in this client alert, please
contact the following members of our trademark & copyright practice group:

Roger Ford 202.662.5290 rford@cov.com

Simon Frankel 415.591.7052 sfrankel@cov.com
Kathleen Gallagher-Duff 202.662.5299 kgallagher-duff@cov.com
Hope Hamilton 202.662.5529 hhamilton@cov.com
Marie Lavalleye 202.662.5439 mlavalleye@cov.com
Bingham Leverich 202.662.5188 bleverich@cov.com
Kristina Rosette 202.662.5173 krosette@cov.com

Laurie Self 202.662.5458 Iself@cov.com

This information is not intended as legal advice, which may often turn on specific facts. Readers should seek specific
legal advice before acting with regard to the subjects mentioned herein.
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