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Summary  
This thesis is concerned with a broadly used form of online advertising: so-called “keyword advertising” 

on  search engines. Under this business model, advertisers select keywords to have their advertisements 

(“ads”) appear on correspondence with a search query entered by the Internet user. The advertiser pays 

the search engine a price for each time his ad is clicked by an Internet user. This business model of 

context-sensitive advertising has obtained enormous economic importance. The most familiar example 

of such a service is “Google Ads”. 

The legal problem occurs when advertisers select trade marks of competitors as keywords for their 

own ads. This problem has led to years of discussion among courts and commentators all over the world. 

This dissertation sets out the developments from the beginning of keyword advertising until the present. 

The relevance of this research has not diminished over the years. The legal questions concerned with 

search engine advertising have even shown to reach beyond their original context. 

Instead of referring to the origin of the products, in keyword advertising, the trade mark is employed 

as an instrument to target a certain audience. Traditional trade mark law was confronted with the 

challenge of addressing this new form of trade mark use. As such, keyword advertising provided an 

excellent example for testing the flexibility of the existing legal system of trade mark infringement. 

The use of trade marks in keyword advertising involves the interests of multiple market players: 

advertisers, search engines, trade mark owners, consumers and the public at large. Depending on the 

circumstances, competitive keyword use may increase competition and market transparency. However, 

it may also lead to confusion and exploitation of goodwill. 

 The debate on keyword advertising focussed on the question whether, and to what extent, the 

selection of third party trade marks as keywords should be prohibited or allowed. This has caused a 

broader discussion on the scope of trade mark rights, in particular, whether trade mark protection should 

be limited to the origin function or whether it should also ensure that other trade mark functions are not 

jeopardised, for instance, the advertising, investment and communication functions. 

In order to provide sufficient theoretical background for finding an answer to these questions, a 

chapter of this thesis is dedicated to the theoretical foundations of trade mark law, which examines the 

rationales for trade mark protection, the trade mark functions and other relevant values and policies. It 

is held that the consumer search costs rationale remains the most reasonable economic justification for 

providing trade mark protection. Under this rationale, consumers should be able to identify the origin of 

the product. The reduction of consumer search costs enhances competition, economic efficiency, and 

ultimately, consumer welfare.  

Various fundamental rights and policy considerations are carefully analysed in this thesis in order to 

take them into account in the assessment of keyword use. Examples are: the fundamental freedoms of 



expression and information, protection of intellectual property, consumer protection, freedom of 

competition, promotion of fair market behaviour, stimulating e-commerce, and the internal market. 

The examination of case law shows the impact keyword advertising had on the infringement criteria 

in European trade mark law and raises the normative question whether the right outcome has been 

achieved. To this end, the following trade mark doctrines are analysed: trade mark use, trade mark 

functions, protection against consumer confusion, protection beyond consumer confusion (“goodwill 

protection”) and trade mark exceptions.  

The research is not only performed from the angle of trade mark law but also under unfair competition 

law and laws on secondary liability. A comparison with US law is made on several occasions, which 

illustrates that in spite of different legal premises, the discussions are similar on both continents. 

The study of literature and national court decisions demonstrates the fundamentally different opinions 

on keyword advertising that existed at the beginning. Legal commentators and judges disagreed on the 

question whether or not the selection of a competitor’s trade mark should be prohibited and under which 

circumstances. A main issue was whether trade mark law was at all applicable in the case of keyword 

disputes. Some argued that this practice should rather be judged under national laws on unfair 

competition. 

Due to a substantial number of referrals to the Court of Justice of the European Union (“CJEU”),1 

starting with the famous case Google v. Louis Vuitton,2 some questions could be answered at the 

European level.  The CJEU regards the use of trade mark keywords by advertisers as a use “in relation 

to goods or services” within the meaning of the harmonised Art 10(2) Trade Mark Directive (“TMD”). 

It has thus been clarified that keyword advertising needs to be judged under trade mark law, which 

prevents fragmented approaches under national unfair competition laws. 

The case law of the CJEU in keyword advertising disputes also clarifies that the use of trade marks 

as keywords by third party advertisers is, under certain conditions, allowed. Decisive with regard to the 

question whether the origin function is adversely affected is whether the text of the ad is sufficiently 

transparent for the normally informed and reasonably attentive Internet user to assess whether there is a 

relationship between the advertiser and the trade mark owner. This “transparency requirement”, which 

incorporates elements from unfair competition and consumer protection laws, is endorsed. The applied 

standard of the relevant consumer and the CJEU’s approach to let the national courts decide the 

infringement question based on the particular facts of the case are also supported in this thesis.  

With respect to the advertising function, the CJEU finds it insufficient for finding an adverse effect 

that third parties benefit from the advertising value of the trade mark or that the trade mark owner is 

                                                      
1 See Interflora v. M&S, ECLI:EU:C:2011:604 (CJEU case C-323/09 Sep 22, 2011); L’Oréal v. eBay, ECLI:EU:C:2011:474 
(CJEU case C-324/09 July 12, 2011); Portakabin v. Primakabin, ECLI:EU:C:2010:416 (CJEU case C-558/08 July 8, 2010); 
Eis.de v. BBY, ECLI:EU:C:2010:174 (CJEU case C-91/09 Mar 26, 2010); Bergspechte v. trekking.at, ECLI:EU:C:2010:163 
(CJEU case C-278/08 Mar 25, 2010); and Google v. Louis Vuitton, ECLI:EU:C:2010:159 (CJEU case C-236-238/08 Mar 23, 
2010). 
2 ECLI:EU:C:2010:159 (CJEU case C-236-238/08 Mar 23, 2010). 



forced to increase its own advertising expenses. The advertising function only appears adversely affected 

if the trade mark owner is effectively hindered from advertising. 

The CJEU similarly applies strict conditions for finding an adverse effect on the investment function. 

In such a case, a “substantial” interference with the proprietor’s use of its trade mark to acquire or 

preserve a reputation is needed. It is not relevant that the trade mark owner has to make more efforts to 

win or secure a reputation or that it loses customers as a consequence of the third party use. In order to 

establish an adverse effect on the investment function, damage to the reputation of the mark seems to 

be required.  

As a consequence, there is no trade mark infringement if the ad offers a lawful alternative to the goods 

or services of the trade mark owner without causing confusion or denigration. The Court’s case law 

reveals that the use of another’s trade mark as a keyword cannot be regarded as an infringement per se. 

Rather, a distinction is made between actual harm and mere exploitation of the trade mark’s goodwill. 

Mere free-riding is not sufficient for finding an infringement, not even if the trade mark has a reputation. 

In that case, the CJEU assumes the existence of a “due cause” under Art 10(2)(c) TMD where the ad 

offers an alternative to the goods or services of the trade mark proprietor, without offering an imitation, 

without causing dilution or tarnishment, and without adversely affecting the trade mark functions. 

The jurisprudence of the CJEU reflects a balance between adequate trade mark protection and other 

important values. It acknowledges that the use of third party trade marks as keywords may, on the one 

hand, increase market transparency and competition. On the other hand, it could lead to consumer 

confusion, which affects the essential origin function of a mark as well as the main economic rationale 

of consumer search costs reduction. 

The analysis demonstrates a shift by the CJEU from a strict application of the infringement criteria in 

the direction of a flexible balance of interests. This new approach allows for weighing the harm caused 

to the trade mark owner with opposing interests of third parties and the public at large. The impact of 

the keyword advertising judgments on the infringement conditions under European trade mark law 

should not be underestimated. It could even be stated that trade mark law has moved from providing 

rigid property protection to providing protection based on the specific circumstances of the case and a 

balance of interests and values. 

It was the keyword advertising cases which reinforced the CJEU’s understanding of the condition of 

an adverse effect on the trade mark functions as a limitation to the rights of the trade mark owner. The 

Court obviously considered it unreasonable to grant absolute trade mark protection, which was designed 

for counterfeiting and illegal parallel trade, in cases of competitive keyword use which benefit society. 

The flexibility established by the CJEU enables the national courts to reach a fair result taking the 

specific facts of the case and the various values and policies involved into account. Even though the 

outcome of the CJEU’s keyword advertising cases may thus be regarded as appropriate, the exact 

method of reaching this outcome is criticised in this dissertation.  



It is argued that the requirement of an adverse effect on the trade mark functions lacks a foundation 

in the law, leads to an inconsistent system of infringement criteria, and it is detrimental to legal certainty. 

Three solutions are proposed which would make the CJEU’s functional approach redundant while still 

allowing for a fair balance of interests. These solutions would furthermore enhance legal certainty, 

harmonisation and consistency.  

The first solution would be to expand the scope of the limitations, so as to include keyword and other 

non-source identifying uses. The second solution suggests to make a clear distinction between classical 

forms of trade mark use and other forms of use, such as the use of a trade mark as a keyword. Different 

infringement criteria would apply to these fundamentally different kinds of use. In the case of non-

classical trade mark use, more room should be provided for a balance of interests. The third solution 

restricts the scope of the absolute protection granted under Art 10(2)(a) TMD to use as a trade mark that 

refers to the origin of the goods or services of the third party, thus excluding keyword and other uses 

which do not refer to origin.  

The first idea to enlarge the scope of the limitations is considered to be the most feasible, mainly 

because this process has already started with the reform of the European trade mark system. The newly 

introduced non-distinctive and referential use limitations accommodate a large number of uses by third 

parties. Referring to a trade mark in comparative advertising could theoretically be considered to fall 

within the new referential use provision of Art 14(1)(c) TMD. However, this provision is practically of 

no relevance for comparative advertisements because the new Art 10(3)(f) TMD already includes an 

inbuilt limitation for these scenarios.  

Keyword advertising does not fall within the scope of Art 10(3)(f) TMD. It is thus recommended that 

keyword advertising be assessed under the referential use provision of Art 14(1)(c) TMD. The 

requirement under Art 14(2) TMD that such a use must be “in accordance with honest practices in 

industrial or commercial matters” could be interpreted along the lines of the existing CJEU jurisprudence 

in keyword advertising cases. Despite this possibility, it is advised to further expand the catalogue of 

limitations with a general fair use limitation, which could also be relied upon in the case of yet unknown 

commercial practices and technologies. 

With regard to the current text of the Trade Mark Directive, this dissertation provides concrete 

suggestions for interpreting the infringement provisions in keyword advertising cases. These 

suggestions aim to specify and harmonise the CJEU’s guidance when applied by national courts. 

Regardless of the particular infringement provision or limitation applied, the interests of competition 

and consumer information should be taken into account.  

Parallels between the interpretation of, for instance, the condition of an adverse effect on the trade 

mark functions, the due cause defence and the referential use limitation, can be drawn. A further parallel 

can be drawn between the assessment of keyword advertising under trade mark law and unfair 

competition law. It is recommended to apply coherent criteria under both areas of law to avoid diverging 

value judgments. 



Keyword advertising is also examined from the perspective of potential liability of the search engine. 

It is argued that the search engine plays an intermediary role in keyword advertising and that theories of 

secondary liability are better equipped for considering that role. A search engine provides its customers 

with the possibility to advertise on its website. It is the advertiser who selects the keywords and 

determines the text of the ad, which is decisive for the question of infringement. Holding the search 

engine primarily liable for trade mark infringement could cause repercussions on the freedom of 

expression and information, the freedom of competition and the development of online services. It is 

thus endorsed that the CJEU negates a “use” under Art 10 TMD when a search engine sells a trade mark 

as a keyword to an advertising customer.  

The criterion the Court introduced in order to draw the line between primary and secondary liability 

is whether the use of the sign is made in the third party’s “own commercial communication”. This 

criterion has been repeated by the CJEU on several occasions since its introduction. It still needs to be 

seen how helpful it is in other cases. 

The search engine can be regarded a hosting provider within the meaning of Art 14 of the E-

Commerce Directive with respect to its keyword advertising services. This provision grants the search 

engine an exemption from liability, unless it has actual knowledge or awareness of the infringing ad. 

Awareness can be established by sufficiently precise and substantiated notices of infringement. In the 

case of such a notice, the search engine must expeditiously remove the infringing advertisement. This 

obligation to act in specific cases appears justified. It does not imply a general obligation to proactively 

screen all the ads for potential trade mark infringement. 

With regard to the distinction between the advertisements and algorithmic search results, it is 

questionable whether the current design of the Google website complies with applicable laws in this 

respect. Empirical research on consumer perceptions demonstrates that the labeling of the ads is not 

sufficiently clear. This is, however, not a matter for trade mark law but rather for advertising, media or 

consumer protection law. 

The topic of keyword advertising is still highly relevant. The principles developed in this regard are 

currently being applied by courts with respect to product listings on Amazon which are triggered by a 

customer searching for a certain trade mark. These cases will need to be studied in detail to determine 

to which extent they can be compared with the classical keyword advertising cases and to which extent 

they require different treatment. The discussion on the use of trade marks in keyword advertising on 

search engines has thus become relevant with respect to other online business models in which trade 

marks are used as navigation or targeting tools. This may be the next opportunity to test the adequacy 

of the trade mark infringement criteria in European trade mark law. 


