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354 F.3d 1020 (9th Cir. 2004)

Before: B. FLETCHER, T.G. NELSON, and BERZON, Circuit Judges.

T.G. NELSON, Circuit Judge.

Playboy Enterprises International, Inc. (PEI) appeals from the district court’s grant of summary judgment in favor of Netscape Communications Corporation and Excite, Inc.  PEI sued defendants for trademark infringement and dilution.  * * * * Because we conclude that genuine issues of material fact preclude summary judgment on both the trademark infringement and dilution claims, we reverse and remand.

I.  FACTS

This case involves a practice called “keying” that defendants use on their Internet search engines.  Keying allows advertisers to target individuals with certain interests by linking advertisements to pre-identified terms.  To take an innocuous example, a person who searches for a term related to gardening may be a likely customer for a company selling seeds.  Thus, a seed company might pay to have its advertisement displayed when searchers enter terms related to gardening.  After paying a fee to defendants, that company could have its advertisements appear on the page listing the search results for gardening-related terms:  the ad would be “keyed” to gardening-related terms.  Advertisements appearing on search result pages are called “banner ads” because they run along the top or side of a page much like a banner.
 
Defendants have various lists of terms to which they key advertisers’ banner ads.  Those lists include the one at issue in this case, a list containing terms related to sex and adult-oriented entertainment.  Among the over-400 terms in this list are two for which PEI holds trademarks:  “playboy” and “playmate.”  Defendants require adult-oriented companies to link their ads to this set of words.  Thus, when a user types in “playboy,” “playmate,” or one of the other listed terms, those companies’ banner ads appear on the search results page.3
PEI introduced evidence that the adult-oriented banner ads displayed on defendants’ search results pages are often graphic in nature and are confusingly labeled or not labeled at all.  In addition, the parties do not dispute that buttons on the banner ads say “click here.”  When a searcher complies, the search results page disappears, and the searcher finds him or herself at the advertiser’s website.  PEI presented uncontroverted evidence that defendants monitor “click rates,” the ratio between the number of times searchers click on banner ads and the number of times the ads are shown.  Defendants use click rate statistics to convince advertisers to renew their keyword contracts.  The higher the click rate, the more successful they deem a banner ad.

PEI sued defendants, asserting that they were using PEI’s marks in a manner that infringed upon and diluted them.  The district court denied PEI’s request for a preliminary injunction, and this court affirmed in an unpublished disposition.  On remand, the parties filed cross-motions for summary judgment.  The district court granted summary judgment in favor of defendants.  We reverse.
* * * *
III.  DISCUSSION

A.  Trademark Infringement

* * * * 
2.  PEI’s case for trademark infringement.

The core element of trademark infringement, the likelihood of confusion, lies at the center of this case.  [Quotation marks and citation omitted.]  No dispute exists regarding the other requirements set forth by the statute:  PEI clearly holds the marks in question and defendants used the marks in commerce without PEI’s permission. 
PEI’s strongest argument for a likelihood of confusion is for a certain kind of confusion:  initial interest confusion.  Initial interest confusion is customer confusion that creates initial interest in a competitor’s product.  Although dispelled before an actual sale occurs, initial interest confusion impermissibly capitalizes on the goodwill associated with a mark and is therefore actionable trademark infringement.
PEI asserts that, by keying adult-oriented advertisements to PEI’s trademarks, defendants actively create initial interest confusion in the following manner.  Because banner advertisements appear immediately after users type in PEI’s marks, PEI asserts that users are likely to be confused regarding the sponsorship of un-labeled banner advertisements.  In addition, many of the advertisements instruct users to “click here.”  Because of their confusion, users may follow the instruction, believing they will be connected to a PEI cite.  Even if they realize immediately upon accessing the competitor’s site that they have reached a site wholly unrelated to PEI’s, the damage has been done:  Through initial consumer confusion, the competitor will still have gained a customer by appropriating the goodwill that PEI has developed in its mark.  [Quotation marks and brackets omitted.]
PEI’s theory strongly resembles the theory adopted by this court in  Brookfield Communications, Inc.  v.  West Coast
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Entertainment Corporation[, 174 F.2d 1036 (1999)].  In Brookfield, a video rental company, West Coast Entertainment Corporation, planned on using “moviebuff.com” as a domain name for its website and using a similar term in the metatags for the site.  Brookfield had trademarked the term “MovieBuff,” however, and sued West Coast for trademark infringement.  The court ruled in favor of Brookfield.  It reasoned that Internet users entering Brookfield’s mark (plus “.com”) or searching for Brookfield’s mark on search engines using metatags, would find themselves at West Coast’s website.  Although they might “realize, immediately upon accessing ‘moviebuff.com,’ that they have reached a site operated by West Coast and wholly unrelated to Brookfield,” some customers who were originally seeking Brookfield’s website “may be perfectly content with West Coast’s database (especially as it is offered free of charge).”  [174 F.2d at 1057.]  Because those customers would have found West Coast’s site due to West Coast’s “misappropriation of Brookfield’s goodwill” in its mark, the court concluded that Brookfield withstood summary judgment.  Id. 
In this case, PEI claims that defendants, in conjunction with advertisers, have misappropriated the goodwill of PEI’s marks by leading Internet users to competitors’ websites just as West Coast video misappropriated the goodwill of Brookfield’s mark.  Some consumers, initially seeking PEI’s sites, may initially believe that unlabeled banner advertisements are links to PEI’s sites or to sites affiliated with PEI.  Once they follow the instructions to “click here,” and they access the site, they may well realize that they are not at a PEI-sponsored site.  However, they may be perfectly happy to remain on the competitor’s site, just as the Brookfield court surmised that some searchers initially seeking Brookfield’s site would happily remain on West Coast’s site.  The Internet user will have reached the site because of defendants’ use of PEI’s mark.  Such use is actionable. 
Although analogies to Brookfield suggest that PEI will be able to show a likelihood of confusion sufficient to defeat summary judgment, we must test PEI’s theory using this circuit’s well-established eight-factor test for the likelihood of confusion to be certain.  [The court considers the eight factors in detail and concludes] that the majority favor PEI.  Accordingly, we conclude that a genuine issue of material fact exists as to the substantial likelihood of confusion.  * * * * 

 * * * * 

[The court also reversed the district court’s grant of summary judgment dismissing PEI’s claims for trademark dilution.]

REVERSED AND REMANDED.

BERZON, Circuit Judge, concurring.

I concur in Judge Nelson’s careful opinion in this case, as it is fully consistent with the applicable precedents.  I write separately, however, to express concern that one of those precedents was wrongly decided and may one day, if not now, need to be reconsidered en banc.
I am struck by how analytically similar keyed advertisements are to the metatags found infringing in Brookfield Communications v. West Coast Entertainment Corp.,
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 174 F.3d 1036 (9th Cir.1999).  In Brookfield, the court held that the defendant could not use the trademarked term “moviebuff” as one of its metatags.  * * * * 
Specifically, Brookfield held that the use of the trademarked terms in metatags violated the Lanham Act because it caused “initial interest confusion.”  Brookfield,
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 174 F.3d at 1062-66. The court explained that even though “there is no source confusion in the sense that consumers know [who] they are patronizing, ... there is nevertheless initial interest confusion in the sense that, by using ‘moviebuff.com’ or ‘MovieBuff’ to divert people looking for ‘MovieBuff’ to its website, [the defendant] improperly benefits from the goodwill that [the plaintiff] developed in its mark.”  Id.
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 at 1062.
As applied to this case, Brookfield might suggest that there could be a Lanham Act violation even if the banner advertisements were clearly labeled, either by the advertiser or by the search engine.  I do not believe that to be so.  So read, the metatag holding in Brookfield would expand the reach of initial interest confusion from situations in which a party is initially confused to situations in which a party is never confused.  I do not think it is reasonable to find initial interest confusion when a consumer is never confused as to source or affiliation, but instead knows, or should know, from the outset that a product or web link is not related to that of the trademark holder because the list produced by the search engine so informs him.

There is a big difference between hijacking a customer to another website by making the customer think he or she is visiting the trademark holder’s website (even if only briefly), which is what may be happening in this case when the banner advertisements are not labeled, and just distracting a potential customer with another choice, when it is clear that it is a choice.  True, when the search engine list generated by the search for the trademark ensconced in a metatag comes up, an internet user might choose to visit westcoastvideo.com, the defendant’s website in Brookfield, instead of the plaintiff’s moviebuff.com website, but such choices do not constitute trademark infringement off the internet, and I cannot understand why they should on the internet.

For example, consider the following scenario:  I walk into Macy’s and ask for the Calvin Klein section and am directed upstairs to the second floor.  Once I get to the second floor, on my way to the Calvin Klein section, I notice a more prominently displayed line of Charter Club clothes, Macy’s own brand, designed to appeal to the same people attracted by the style of Calvin Klein’s latest line of clothes.  Let’s say I get diverted from my goal of reaching the Calvin Klein section, the Charter Club stuff looks good enough to me, and I purchase some Charter Club shirts instead.  Has Charter Club or Macy’s infringed Calvin Klein’s trademark, simply by having another product more prominently displayed before one reaches the Klein line?  Certainly not.  See Gregory Shea, Note, Trademarks and Keyword Banner Advertising,
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 75 S. Cal. L. Rev. 529, 554  (2002) (comparing keyed banner advertisements to a customer entering a supermarket, requesting Tylenol, and then being directed to the pain reliever section which includes generic Acetaminophen, along with other generic and name-brand pain relievers); Julie A. Rajzer, Comment, Misunderstanding the Internet: How Courts are Overprotecting Trademarks Used in Metatags, 2001 L. Rev. Mich. St. U.C.L. 427, 462-63 (2001) (highlighting the brick-and-mortar world in which Kellogg’s Raisin Bran and Post Raisin Bran both appear next to one another on the same aisle).

Similarly, suppose a customer walks into a bookstore and asks for Playboy magazine and is then directed to the adult magazine section, where he or she sees Penthouse or Hustler up front on the rack while Playboy is buried in back.  One would not say that Penthouse or Hustler had violated Playboy’s trademark.  This conclusion holds true even if Hustler paid the store owner to put its magazines in front of Playboy’s.

One can test these analogies with an on-line example: If I went to Macy’s website and did a search for a Calvin Klein shirt, would Macy’s violate Calvin Klein’s trademark if it responded (as does Amazon.com, for example) with the requested shirt and pictures of other shirts I might like to consider as well? I very much doubt it.

Accordingly, I simply cannot understand the broad principle set forth in  Brookfield.  Even the main analogy given in Brookfield belies its conclusion.  The Court gives an example of Blockbuster misdirecting customers from a competing video store, West Coast Video, by putting up a highway billboard sign giving directions to Blockbuster but telling customers that a West Coast Video store is located there.  Brookfield,
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 174 F.3d at 1064.  Even though customers who arrive at the Blockbuster realize that it is not West Coast Video, they were initially misled and confused.  Id.
But there was no similar misdirection in Brookfield, nor would there be similar misdirection in this case were the banner ads labeled or otherwise identified.  The Brookfield defendant’s website was described by the court as being accurately listed as westcoastvideo.com in the applicable search results.  Consumers were free to choose the official moviebuff.com website and were not hijacked or misdirected elsewhere.  I note that the billboard analogy has been widely criticized as inapplicable to the internet situation, given both the fact that customers were not misdirected and the minimal inconvenience in directing one’s web browser back to the original list of search results.
The degree to which this questionable aspect of Brookfield affects this case is not clear to me.  Our opinion limits the present holding to situations in which the banner advertisements are not labeled or identified.  Whether, on remand, the case will remain so limited is questionable.  PEI may seek to reach labeled advertisements as well.

There will be time enough to address the continuing vitality of Brookfield should the labeled advertisement issue arise later.  I wanted to flag the issue, however, as * * * the issue is a recurring one.  Should the question arise again, in this case or some other, this court needs to consider whether we want to continue to apply an insupportable rule.

� Not all banner ads are keyed.  Some advertisers buy space for their banner ads but only pay to have their ads displayed randomly.  Such ads cost less because they are un-targeted and are therefore considered less effective.


3 The search results page lists websites relevant to the search terms pursuant to the search engine’s computer program.  A user can click on any item in the list to link to the website of the organization listed.  Defendants’ search results pages for the terms “playboy” and “playmate” include links to PEI’s websites.






