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Abstract: The digital economy has developed with the continuous development of technology
and the increasing popularity of the Internet. As a product of the market economy, trademark
law is also facing significant challenges in the new economic era. In the Internet age, the
emergence of digital marketing has led companies to invest in keyword search advertising.
This paper analyzes the potential trademark infringement risk of keyword search advertising
and the negative impact on trademarks and corresponding enterprises through theoretical
analysis and synthesis of research results, including the destruction of enterprise marketing
effects, misleading consumers, and damaging brand reputation. At the same time, this paper
proposes two possible mitigation measures based on the analyzed content of official
statements and strengthens the image correspondence between keyword pages and brands.
Firstly, the official statement is used as a benchmark to deal with fake, informal, and
unauthorized channel advertisements, and secondly, the keyword result page is
professionalized by paying for it.
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1. Introduction

The Internet's integration into public life has made search engines indispensable tools for the public
to access information and make informed choices. Consequently, search engines like Google and
Baidu (China) have emerged as pivotal platforms for companies to execute product promotion
campaigns and engage in business competition. The primary form of digital advertising involves
enterprises purchasing advertising positions in search engine results for specific keywords to promote
their publicity [1]. This form of keyword-based advertising aids in the expansion of brand awareness
for companies, particularly among potential customers. However, some well-established companies
may face competition from similar product companies utilizing this approach to capitalize on their
market popularity. Therefore, these well-known trademark brands may face the risk of infringement.

Infringement disputes arising from such practices are not uncommon. This is a business practice
on the verge of infringement. One typical case is Interflora Inc. v. Marks & Spencer Inc. [2]. A well-
known British retailer, Marks & Spencer, procured a keyword advertisement from Google, a search
engine company, to display its flower product website on the page when users search for Interflora,
a renowned flower delivery brand in the UK. The case remains inconclusive despite multiple trials.
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The challenge lies in the fact that the defendant's conduct does not satisfy the elements of trademark
infringement, yet there is a possibility of exploiting the plaintiff's trademark reputation.

There are a large number of commercial research studies and pieces of literature to prove the
effectiveness of this marketing and advertising method, and it is also the financial backbone of various
search engine companies. At the same time, a large number of legal documents focusing on the
analysis of the "keyword advertisement" problem also discussed the complexity of the problem, and
it is difficult to make a unified determination because the use of some trademarks in this situation
will not cause confusion or other problems, but some will have serious consequences. Therefore, this
article analyzes the negative impact of keyword advertising on the brand value of trademark holders
and discusses effective trademark management measures. The negative impact will be analyzed from
the two aspects of enterprise marketing effect and brand reputation to guide the factors that enterprises
should pay attention to in the marketing process.

2. Related Work

Trademarks can perform their core function of differentiating goods and services in the marketplace,
a function that enhances the interests of traders and consumers. At the same time, the scope of
exclusivity afforded by trademarks, in turn, allows them to invest in improving the quality of their
goods and build a good reputation for their trademarks without fear that third parties will take
advantage of their efforts and enable consumers to identify the products sold in the market [3]. The
Trademark Act 1994 provides a detailed concept of trademark infringement and several types of
situations that may occur [4]. According to Section 10(1)-(3) of the Trade Marks Act 1994, trademark
infringement may occur including: goods or goods and services are identical [4]. Trademarks are
identical, goods or services are similar and there is a likelihood of confusion. Trademarks are similar,
goods or services similar and likely to be confusing. The trade marks are identical or similar, the
registered trade mark has a reputation in the UK and use of the defendant's trade mark would unfairly
take advantage of or prejudice the distinctive character or reputation of the registered trade mark. In
addition, there is a special situation for well-known trademarks, which is called trademark dilution.
Establishing trademark infringement requires a determination of whether it is used in a manner
affecting others in the course of trade within the UK [5]. It can be seen that the determination of
trademark infringement needs to be investigated and determined from various aspects, and only part
of the requirements for infringement determination are met. Even if there is a negative impact on the
trademark and the trademark holder, it cannot be determined as a trademark infringement rashly.

At present, existing literature points out that placing sponsored advertising terms or related
websites at the top of the result list through paid keyword search has the highest conversion rate and
users generally tend to click on the terms at the top of the page [6]. Moreover, existing studies have
focused on the growing relationship between the economics and law of trademarks. Trademark search
is usually the first step for consumers to do brand research. Therefore, advertising has become an
internal factor of trademarks, which means that companies will invest a lot of money in building
trademarks and their popularity to increase corporate profits [7]. In addition, research on intellectual
property rights also discusses the legal dispute whether keyword advertisements are judged as
trademark infringement, whose difficulty mainly lies in whether the use of the trademark can be
considered reasonable [8].

The impact of keyword advertising on corporate marketing, the relationship between trademark
economy and law and the complexity of determining paid keyword search advertising have all been
explored and discussed. However, the negative impact of such trademark use on brand value and the
possible implementation of corporate trademark management measures have not yet been clarified.

213



Proceedings of the 3rd International Conference on Business and Policy Studies
DOI: 10.54254/2754-1169/66/20241232

3.  Analysis
3.1. Trademark and brand

Trademarks and brands are in a symbiotic relationship. The planning of trademark registration is the
logical starting point of brand strategy, the use of trademarks is the basic path of brand strategy, and
the protection of trademark rights is the fundamental guarantee of brand strategy [9]. For the
consumers, Colin Bates of Building Brands, a UK brand consultancy pointed that brand is a collection
of consumers’ perception in their mind, which is intangible [10]. Advertisers pay a search engine
company to take another company's traffic (or brand awareness). The parties to the transaction are
advertisers and search engine companies and this behavior may damage the relevant rights and
interests of trademark holders by using the trademark.

3.2. Google Inc. V Louis Vuitton Malletier

One of the most typical and extreme case is Google Inc. v Louis Vuitton Malletier(LVM) that Google
allows some LV imitation websites to be searched for keywords such as "Louis Vuitton
Malletier/LVM" so LVM claimed Google infringed its trademark [11]. The case went through several
levels of court decisions and finally found that LVM has the right to prohibit unauthorized advertisers
from using the same or similar trademarks to place advertisements on Google. However, Google, as
a search engine company providing reference services, does not in itself infringe. Meanwhile, this
case shows that the subject of responsibility for trademark infringement should be the advertiser.
According to the trial process, whether the way of using the trademark affects the essential function
of the trademark to identify the source of goods is the key. Notably, the way of use in the above case
will inevitably have an adverse impact on the trademark and the company’s trademark management
strategy.

3.3. Potential negative impacts

This traffic stealing can cause potential consumers to switch to counterfeit products, resulting in lower
sales for the brand. What is more serious is that the target customers of luxury goods pay more
attention to the reputation of the brand and its social attributes. Flooding of counterfeits can cause the
brand to lose its social identity and reduce its reputation [12]. Moreover, brand image and reputation
have a significant impact on consumers' purchasing decisions and company performance and building
a good brand image requires a lot of money [13]. In the case of damaged brand reputation, companies
need to spend a lot of time and economic costs to repair [14]. However, given that the search engine
website will mark the advertiser's entry with the word "sponsored", the identification function of the
trademark will not be damaged. If the advertiser is not marketing its own products, it is difficult to be
judged as trademark infringement by using the trademark. Therefore, traditional trademark law is
more difficult to protect trademark brand reputation from this level.

Nonetheless, there is another similar situation where the trademark holder can pursue a reasonable
action through trademark infringement. When an advertiser directly applies a trademark to its trade,
this action may constitute infringement. As the case Cosmetic Warriors Limited, Lush Limited v
Amazon.co.uk Limited, Amazon Eu Sarl, Lush did not authorize Amazon to sell its products, and
Amazon paid for the title of "Lush Soap at Amazon.co.uk" to appear when users searched for "lush",
providing "Lush Soap at a low price" and "Amazon orders free in the UK". deliver goods" [15]. On
the one hand, Amazon directly used the Lush trademark in the trade process; on the other hand, the
website did not make any statement that it was not authorized. Therefore, it is reasonable to believe
that consumers will think that the purchase channel is reliable, which involves damage to the
identification function of the trademark.
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In addition, multiple advertiser entries that appear in the search for brand keywords may reduce
the corresponding relationship of some well-known trademarks, resulting in trademark dilution. As
Bajpaipointed that trademark dilution involves the unauthorized use of another 's trademark on
products that do not compete with and are not disproportionately related to, the trademark owner's
products [16]. When a user searches for keywords related to a trademark or brand and the advertiser's
entry is displayed in the result, consumers may misunderstand the corresponding relationship, thereby
causing economic losses to the trademark holder or the company. As the case ZARA Fashion vZARA
Food, the business fields of the two companies are so different that consumers are unlikely to be
confused, but Zara Foods' promotion of the keyword as "zara" can easily lead consumers to
mistakenly think that the two belong to the same brand [17]. As shown in the figure 1 below, the
entries that appear in the search keyword "zara" are indeed difficult for users to distinguish.

( Zara
FATN

https://www.zara.com » ...
ZARA Hong Kong SAR / F#E45RI1THIE | Sale
Sale | Latest trends in clothing for women, men & kids at ZARA online. Find new arrivals, fashion

catalogs, collections & lookbooks every week.
Missing: feed | Must include: food

zarafood.com.my
https://www.zarafood.com.my

Zara Foodstuff

Zara Foodstuff Industries Sdn Bhd. No 73, Jalan Langkasuka Kawasan Perindustrian Larkin,
80350 Johor Bahru, Johor Darul Takzim ...
Organisasi - Zara Aktiviti 2022 - Hubungi Kami - Kerjaya

Figure 1: Search results page of “ZARA” (Screenshot by the author)

It is true that keyword advertising has many adverse effects on trademark holders and related
companies, and at the same time, it may damage the function of trademarks. However, for consumers,
especially those who do not fully understand the products they need or do not understand the market
conditions, multiple different search results may help them make choices that are more suitable for
their needs. This is also one of the reasons why in some cases, when a trademark is not used in the
trade process but only associated with search results (the keyword advertisement), it is considered a
normal market competition [18].

4. Discussion

Trademarks and the relevant rights are important both from the perspective of corporate rights and
marketing. In view of the fact that whether a keyword advertisement is infringing depends on its
specific usage, but adverse effects always exist in complex situations, enterprises should consider
proactively reducing the possibility of trademark brand damage in terms of trademark design, use and
management. Based on the registered corporate trademark, there are the following two preventive or
mitigation measures that can be referred to.

Firstly, issue a statement in the form of an official entry to deal with counterfeit advertisements or
informal and unauthorized channel advertisements in keyword results. This method is the most direct
solution to consumer confusion and can deal with situations that do not constitute infringement but
affect the reputation of the trademark. Louis Vuitton who has long been affected by counterfeits
adopted this method. As shown in the figure 2 below through Google's search results, the official
statement on preventing counterfeit and inferior products appears at the top of the results page.
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E Louis Vuitton
https://hk.louisvuitton.com » eng-hk » louis-vuitton-re... 3

Louis Vuitton Replica

Beware of websites selling Louis Vuitton replicas ... Replica Louis Vuitton belts ... Louis
Vuitton is one of the most counterfeited brands in the world today:.

Figure 2: Louis Vuitton's official statement on fake websites

Secondly, specializing the keyword result page through payment is a vivid way to effectively
enhance the corresponding relationship between trademark keywords and trademark brands. The
effect of this method is particularly prominent for animation animation or products with aesthetic
attributes. As the well-known animation IP Barbie, when users search for the keyword "Barbie" on
Google, its representative Barbie pink animation effect will appear on the result page. This is also a
measure to directly face consumers and users, but there are certain requirements for the characteristics
of trademarks or products, and not all trademarks can achieve the desired effect in a similar way.

*
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o -
Images Videos Shopping News Barbie movies Cartoon Games, Toyg Wabsite Allfiltars = Tools SafeSc
About 1.140,000.000 results (0.52 seconds) E
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i -]
o ” 1 ~
g Matel 7] Barbie
hitps:fishep. mattel. com » pages » barble | - T ——— T >
123 - Comedy/Drama - m !
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Find a wide selaction of Barbie toya and playsets on Mattel.com. Shop Barbie dolls, fashions, = \/ m]
dollhouses and more today!
Barbia - Barbia Tha Movia - Barbla Dalis - Barbla Signature Get tickets Already watched Want to watch
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Figure 3: Enhanced elements display page for the "Barbie" keyword search

5. Conclusion

The Internet era has given birth to various new marketing models, which pose huge challenges to the
trademark law that was born on the market economy. The negative impact analysis and measures in
this article are mostly from the perspective of commercial marketing, but not from the perspective of
legislation. In addition, the cited cases pay more attention to the cases of well-known trademarks, but
do not involve the keyword infringement of ordinary trademarks. The trademark infringement issue
involved in keyword search advertising discussed in the above analysis is only one of many
challenges. For this complex situation, trademark law should be combined with market digital
marketing research to fully understand the online market, consumer behavior and many influences to
revise and issue reasonable judicial documents to guide the judgment of similar cases, maintain free
and fair competition in the market, and protect trademarks rights of holders and consumers.
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