JUDGMENT OF 22.9. 2011 — CASE C-323/09

JUDGMENT OF THE COURT (First Chamber)
22 September 2011 *

In Case C-323/09,

REFERENCE for a preliminary ruling under Article 234 EC, from the High Court of
Justice (England & Wales), Chancery Division, (United Kingdom), made by decision
of 16 July 2009, received at the Court on 12 August 2009, in the proceedings

Interflora Inc.,

Interflora British Unit

Marks & Spencer plc,

Flowers Direct Online Ltd,

* Language of the case: English.
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INTERFLORA AND INTERFLORA BRITISH UNIT

THE COURT (First Chamber),

composed of A. Tizzano, President of the Chamber, J.-J. Kasel, M. Ile$i¢ (Rapporteur),
E. Levits and M. Safjan, Judges,

Advocate General: N. Jaiskinen,
Registrar: L. Hewlett, Principal Administrator,

having regard to the written procedure and further to the hearing on 13 October
2010,

after considering the observations submitted on behalf of:

— Interflora Inc. and Interflora British Unit, by R. Wyand QC and S. Malynicz, Bar-
rister,

— Marks & Spencer plc, by G. Hobbs QC, E. Himsworth, Barrister, and T. Savvides
and E. Devlin, Solicitors,

— the Portuguese Government, by L. Inez Fernandes, acting as Agent,

— the European Commission, by H. Krémer, acting as Agent,
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after hearing the Opinion of the Advocate General at the sitting on 24 March 2011

gives the following

Judgment

This reference for a preliminary ruling concerns the interpretation of Article 5 of First
Council Directive 89/104/EEC of 21 December 1988 to approximate the laws of the
Member States relating to trade marks (O] 1989 L 40, p. 1) and Article 9 of Council
Regulation (EC) No 40/94 of 20 December 1993 on the Community trade mark
(0] 1994 L 11, p. 1).

The reference was made in proceedings brought by Interflora Inc. and Interflora Brit-
ish Unit against Marks & Spencer plc (‘M & S’) and Flowers Direct Online Ltd. Follow-
ing a settlement with Flowers Direct Online Ltd, the dispute in the main proceedings
is between (i) Interflora Inc. and Interflora British Unit and (ii) M & S, concerning the
display on the internet of M & S advertisements based on keywords corresponding to
the trade mark INTERFLORA.

Legal context

Directive 89/104 and Regulation No 40/94 were repealed by, respectively, Directive
2008/95/EC of the European Parliament and of the Council of 22 October 2008 to
approximate the laws of the Member States relating to trade marks (OJ 2008 L 299,
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p- 25), which entered into force on 28 November 2008, and Council Regulation (EC)
No 207/2009 of 26 February 2009 on the Community trade mark (O] 2009 L 78, p. 1),
which entered into force on 13 April 2009. The dispute in the main proceedings may
none the less be regarded, in view of the date of certain of the facts, as being governed
by Directive 89/104 and Regulation No 40/94.

Although the Court will, as a consequence, provide the interpretation of Directive
89/104 and Regulation No 40/94 which the referring court requests, it should never-
theless be stated that, should that court take as its basis, when deciding on the dispute
in the main proceedings, the rules of Directive 2008/95 and Regulation No 207/2009,
that interpretation is applicable to those new pieces of legislation. The provisions that
are relevant for the case before the referring court were not materially amended, as
regards their wording, context or purpose, when Directive 2008/95 and Regulation
No 207/2009 were adopted.

The tenth recital in the preamble to Directive 89/104 stated:

“Whereas the protection afforded by the registered trade mark, the function of which
is in particular to guarantee the trade mark as an indication of origin, is absolute in
the case of identity between the mark and the sign and goods or services; whereas the
protection applies also in case of similarity between the mark and the sign and the
goods or services; whereas it is indispensable to give an interpretation of the concept
of similarity in relation to the likelihood of confusion; ... the likelihood of confusion
... constitutes the specific condition for such protection’

The seventh recital in the preamble to Regulation No 40/94 was worded in almost
identical terms.
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Article 5 of Directive 89/104, entitled ‘Rights conferred by a trade mark] provided:

‘1. The registered trade mark shall confer on the proprietor exclusive rights therein.
The proprietor shall be entitled to prevent all third parties not having his consent
from using in the course of trade:

(a) any sign which is identical with the trade mark in relation to goods or services
which are identical with those for which the trade mark is registered;

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

2. Any Member State may also provide that the proprietor shall be entitled to pre-
vent all third parties not having his consent from using in the course of trade any sign
which is identical with, or similar to, the trade mark in relation to goods or services
which are not similar to those for which the trade mark is registered, where the latter
has a reputation in the Member State and where use of that sign without due cause
takes unfair advantage of, or is detrimental to, the distinctive character or the repute
of the trade mark.

3. The following, inter alia, may be prohibited under paragraphs 1 and 2:

(a) affixing the sign to the goods or to the packaging thereof;
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(b) offering the goods, or putting them on the market or stocking them for these
purposes under that sign, or offering or supplying services thereunder;

(c) importing or exporting the goods under the sign;

(d) using the sign on business papers and in advertising.

The wording of Article 9(1)(a) and (b) of Regulation No 40/94 corresponded in
substance to that of Article 5(1) of Directive 89/104. Paragraph 2 of Article 9 cor-
responded to paragraph 3 of Article 5. As to Article 9(1)(c) of Regulation No 40/94,
it provided:

‘A Community trade mark shall confer on the proprietor exclusive rights therein. The
proprietor shall be entitled to prevent all third parties not having his consent from
using in the course of trade:

(c) any sign which is identical with or similar to the Community trade mark in rela-
tion to goods or services which are not similar to those for which the Community
trade mark is registered, where the latter has a reputation in the Community and
where use of that sign without due cause takes unfair advantage of, or is detri-
mental to, the distinctive character or the repute of the Community trade mark!’
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The dispute in the main proceedings and the questions referred for a preliminary
ruling

The referencing service ‘AdWords’

When an internet user performs a search on the basis of one or more words on the
Google search engine, that search engine will display the sites which appear best to
correspond to those words, in decreasing order of relevance. These are referred to as
the ‘natural’ results of the search.

In addition, Google’s paid referencing service — ‘AdWords’ — enables any economic
operator, by means of the selection of one or more keywords, to obtain the placing,
in the event of a correspondence between one or more of those words and that/those
entered as a request in the search engine by an internet user, of an advertising link to
its website. That advertising link appears under the heading ‘sponsored links; which
is displayed either on the right-hand side of the screen, to the right of the natural re-
sults, or on the upper part of the screen, above the natural results.

That advertising link is accompanied by a short commercial message. Together, that
link and that message constitute the advertisement displayed under the abovemen-
tioned heading.

A fee for the referencing service is payable by the advertiser for each click on the
advertising link. That fee is calculated on the basis, in particular, of the ‘maximum
price per click’ which the advertiser agreed to pay when concluding with Google the
contract for the referencing service, and on the basis of the number of times that link
is clicked on by internet users.
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A number of advertisers can select the same keyword. The order in which their ad-
vertising links are displayed is then determined according to, in particular, the ‘maxi-
mum price per click]; the number of previous clicks on those links and the quality of
the advertisement as assessed by Google. The advertiser can at any time improve its
ranking in the display by fixing a higher ‘maximum price per click’ or by trying to
improve the quality of its advertisement.

The use of keywords in the case before the referring court

Interflora Inc., a company incorporated in the State of Michigan (United States), op-
erates a worldwide flower-delivery network. Interflora British Unit is a licensee of
Interflora Inc.

The network of Interflora Inc. and Interflora British Unit (together ‘Interflora’) is
made up of florists with whom customers may place orders in person or by telephone.
Interflora also has websites that enable orders to be placed via the internet, those
orders then being fulfilled by the network member closest to the place where the
flowers are to be delivered. The address of the main website is www.interflora.com.
That site redirects to country-specific websites such as www.interflora.co.uk.

INTERFLORA is a national trade mark in the United Kingdom and also a Commu-
nity trade mark. It is common ground that, so far as the flower-delivery service is
concerned, those marks have a substantial reputation both in the United Kingdom
and in other Member States of the European Union.
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M & S, a company governed by English law, is one of the main retailers in the United
Kingdom. It retails a wide range of goods and supplies services through its network
of shops and via its website www.marksandspencer.com. One of those services is the
sale and delivery of flowers. That commercial activity is in competition with that of
Interflora. It is common ground between the parties that M & S is not part of the
Interflora network.

Using the ‘AdWords’ referencing service, M & S selected as keywords the word
‘Interflora, as well as variants made up of that word with minor errors and expressions
containing the word ‘Interflora’ (‘Interflora Flowers, ‘Interflora Delivery, ‘Interflora.
com, ‘interflora co uk’ and so forth). Consequently, when internet users entered the
word ‘Interflora’ or one of those variants or expressions as a search term in the Google
search engine, an M & S advertisement appeared under the heading ‘sponsored links’

That advertisement was formulated, inter alia, as follows:

‘M & S Flowers Online

www.marksandspencer.com/flowers
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Gorgeous fresh flowers & plants

Order by 5 pm for next day delivery’

Following its discovery of those facts, Interflora brought proceedings for trade mark
infringement before the High Court of Justice (England & Wales), Chancery Div-
ision, which decided to stay the proceedings and refer 10 questions to the Court of
Justice for a preliminary ruling. Following a request for clarification from the Court,
the referring court, by decision of 29 April 2010, received at the Court on 9 June 2010,
withdrew its fifth to tenth questions, maintaining solely the following four questions:

‘1. Where a trader which is a competitor of the proprietor of a registered trade mark
and which sells goods and provides services identical to those covered by the
trade mark via its website:

— selects a sign which is identical ... with the trade mark as a keyword for a
search engine operator’s sponsored link service,

— nominates the sign as a keyword,

— associates the sign with the URL of its website,
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— sets the cost per click that it will pay in relation to that keyword,

— schedules the timing of the display of the sponsored link and

— uses the sign in business correspondence relating to the invoicing and pay-
ment of fees or the management of its account with the search engine oper-
ator, but the sponsored link does not itself include the sign or any similar sign,

do any or all of these acts constitute “use” of the sign by the competitor within the
meaning of Article 5(1)(a) of [Directive 89/104] and Article 9(1)(a) of [Regulation
No 40/94]?

2. Isany such use “in relation to” goods and services identical to those for which the
trade mark is registered within the meaning of Article 5(1)(a) of [Directive 89/104]
and Article 9(1)(a) of [Regulation No 40/94]?

3. Does any such use fall within the scope of either or both of:

(a) Article 5(1)(a) of [Directive 89/104] and Article 9(1)(a) of [Regulation
No 40/94]; and

(b) Article 5(2) of [Directive 89/104] and Article 9(1)(c) of [Regulation No 40/94]?
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4. Does it make any difference to the answer to question 3 above if:

(a) the presentation of the competitor’s sponsored link in response to a search by
a user by means of the sign in question is liable to lead some members of the
public to believe that the competitor is a member of the trade mark propri-
etor’s commercial network contrary to the fact; or

(b) the search engine operator does not permit trade mark proprietors in the rel-
evant Member State ... to block the selection of signs identical to their trade
marks as keywords by other parties?’

The application for the reopening of the oral procedure

M & S, by letter of 1 April 2011, requested that the oral procedure be reopened, main-
taining that the Opinion of the Advocate General, delivered on 24 March 2011, was
based on incorrect premisses and failed to observe the separation of powers between
the Court of Justice and the referring court. In that last respect, M & S observes that
the Advocate General, instead of merely analysing the relevant rules of European
Union law, explained what result should, in his view, follow from the interpretation of
those rules in the case before the referring court.

It is settled case-law that the Court may order the reopening of the oral procedure in
accordance with Article 61 of the Rules of Procedure if it considers that it lacks suf-
ficient information or that the case should be examined on the basis of an argument
which has not been the subject of debate between the parties (see, inter alia, Case
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C-284/06 Burda [2008] ECR 1-4571, paragraph 37, and Case C-221/09 AJD Tuna
[2011] ECR 1-1655, paragraph 36).

In the present case, the Court is of the view that it has all the material necessary to
answer the questions raised by the referring court and that there is no need to con-
sider the case by reference to an argument which has not been the subject of debate
before it.

So far as the criticisms of the Advocate General’s Opinion are concerned, it should
be recalled that, under the second paragraph of Article 252 TFEU, it is the duty of the
Advocate General, acting with complete impartiality and independence, to make, in
open court, reasoned submissions on cases which, in accordance with the Statute of
the Court of Justice of the European Union, require the Advocate General’s involve-
ment. In carrying out that task, the Advocate General may, where appropriate, ana-
lyse a reference for a preliminary ruling by placing it within a context which is broader
than that strictly defined by the referring court or by the parties to the main proceed-
ings. The Chamber hearing the case is not bound either by the Advocate General’s
Opinion or by the reasoning on which it is based (see Case C-229/09 Hogan Lovells
International [2010] ECR 1-11335, paragraph 26, and A/D Tuna, paragraph 45).

The same is true in the case of the referring court, which, when it applies the Court’s
preliminary ruling, is not obliged to follow the reasoning set out by the Advocate
General.

Accordingly, there is no need to grant M & S’s request for the reopening of the oral
procedure.

I - 8676



27

28

29

30

INTERFLORA AND INTERFLORA BRITISH UNIT

Consideration of the questions referred

The questions concerning Article 5(1)(a) of Directive 89/104 and Article 9(1)(a) of
Regulation No 40/94

By questions 1, 2 and 3(a), the referring court asks, in essence, whether, on a proper
construction of Article 5(1)(a) of Directive 89/104 and Article 9(1)(a) of Regulation
No 40/94, the proprietor of a trade mark is entitled to prevent a competitor from dis-
playing — on the basis of a keyword which is identical to that trade mark and which
has been selected in an internet referencing service by the competitor without the
proprietor’s consent — an advertisement for goods or services identical to those for
which that mark is registered.

By question 4, the referring court seeks to ascertain whether, in those circumstances,
it is relevant (i) that the advertisement concerned is liable to lead some members of
the relevant public to believe, incorrectly, that the advertiser is a member of the trade
mark proprietor’s commercial network and (ii) that the provider of the internet ref-
erencing service does not permit trade mark proprietors to prevent signs identical to
their trade marks being selected as keywords.

It is appropriate to consider those questions together.

As the Court has already stated, the sign selected by an advertiser as a keyword in the
context of an internet referencing service is the means used by the advertiser to trig-
ger the display of its advertisement and is thus used in the course of trade within the
meaning of Article 5 of Directive 89/104 and Article 9 of Regulation No 40/94 (Joined
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Cases C-236/08 to C-238/08 Google France and Google [2010] ECR 1-2417, para-
graphs 49 to 52, and Case C-278/08 BergSpechte [2010] ECR 1-2517, paragraph 18).

That is, furthermore, use in relation to the advertiser’s goods or services, even where
the sign selected as a keyword does not appear in the advertisement itself (BergSpech-
te, paragraph 19, and order of 26 March 2010 in Case C-91/09 Eis.de, paragraph 18).

Nevertheless, the proprietor of the trade mark cannot prevent the use of a sign identi-
cal to its trade mark as a keyword unless all the conditions provided for to that end in
Article 5 of Directive 89/104 and Article 9 of Regulation No 40/94 and by the case-law
relating thereto are met.

The case in the main proceedings falls within the situation referred to in Article
5(1)(a) of Directive 89/104 and Article 9(1)(a) of Regulation No 40/94, namely the so-
called ‘double identity’ situation, in which use by a third party of a sign identical with
the trade mark is made in relation to goods or services which are identical with those
for which the trade mark is registered. Indeed, it is not in dispute that M & S made
use in relation to its flower-delivery service, of, inter alia, the sign ‘Interflora; which
is in substance identical with the word mark INTERFLORA, registered for flower-
delivery services.

In that situation, the proprietor of the trade mark is entitled to prevent that use only if
it is liable to have an adverse effect on one of the functions of the mark (Google France
and Google, paragraph 79, BergSpechte, paragraph 21; see also Case C-487/07 L'Oréal
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and Others [2009] ECR 1-5185, paragraph 60, and Case C-558/08 Portakabin [2010]
ECR I-6963, paragraph 29).

Interflora submits that that condition must, in accordance with an already estab-
lished body of case-law, be understood as meaning that paragraph 1(a) of Article 5
of Directive 89/104 and of Article 9 of Regulation No 40/94 protects the trade mark
proprietor against any adverse effect on any of the functions of the mark. According
to M & S, however, such an interpretation does not follow unambiguously from the
case-law and risks creating an imbalance as between the interest in protecting intel-
lectual property and the interest in free competition. The European Commission, for
its part, submits that paragraph 1(a) protects the trade mark proprietor solely against
acts affecting the mark’s function of providing an indication of origin. In its submis-
sion, the trade mark’s other functions can, at most, play a role in the interpretation
of Article 5(2) of Directive 89/104 and Article 9(1)(c) of Regulation No 40/94, which
concern the rights conferred by trade marks with a reputation.

It follows from the wording of Article 5(1) of Directive 89/104 and from the tenth
recital in the preamble thereto that the laws of the Member States have been har-
monised inasmuch as the exclusive right conferred by a trade mark affords the pro-
prietor of the mark ‘absolute’ protection against the use by third parties of signs which
are identical with that mark in relation to identical goods or services, whilst, where
there is not identity on two counts, only the existence of a likelihood of confusion
enables the proprietor to rely successfully on its exclusive right. That distinction be-
tween the protection conferred by Article 5(1)(a) and that provided for in Article
5(1)(b) was espoused, so far as the Community trade mark is concerned, by the sev-
enth recital to, and Article 9(1) of, Regulation No 40/94.

Although the European Union legislature described as ‘absolute’ the protection
against the unauthorised use of signs identical with a trade mark in relation to goods
or services identical with those for which the mark is registered, the Court has put that
description into perspective by stating that, as extensive as it may be, the protection
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conferred by Article 5(1)(a) of Directive 89/104 is intended solely to enable the trade
mark proprietor to protect its specific interests as proprietor of the mark, that is to
say, to ensure that the trade mark can fulfil its functions. The Court has concluded
that the exercise of the exclusive right conferred by the trade mark must be reserved
to cases in which a third party’s use of the sign adversely affects, or is liable adversely
to affect, the functions of the trade mark, in particular its essential function of guar-
anteeing to consumers the origin of the goods (see Case C-206/01 Arsenal Football
Club [2002] ECR I-10273, paragraph 51).

That interpretation of Article 5(1)(a) of Directive 89/104 has been restated on many
occasions and applied in relation to Article 9(1)(a) of Regulation No 40/94 (see, in-
ter alia, as regards Directive 89/104, Case C-17/06 Céline [2007] ECR 1-7041, para-
graph 16, and Case C-533/06 O2 Holdings and O2 (UK) [2008] ECR 1-4231, para-
graph 57, and, as regards Regulation No 40/94, the order in Case C-62/08 UDV North
America [2009] ECR 1-1279, paragraph 42, and Google France and Google, para-
graph 75). There has been further clarification of that interpretation to the effect that
those provisions enable the proprietor of the trade mark to rely on its exclusive right
where there is, or is liable to be, an adverse effect on one of the functions of the trade
mark, irrespective of whether the function concerned is the essential function of in-
dicating the origin of the product or service covered by the trade mark or one of the
other functions of the mark, such as that of guaranteeing the quality of that product
or service or that of communication, investment or advertising (L’Oréal and Others,
paragraphs 63 and 65, and Google France and Google, paragraphs 77 and 79).

With regard to the functions of the trade mark other than that of indicating origin,
it should be noted that both the European Union legislature — by using the words ‘in
particular’ in the tenth recital to Directive 89/104 and in the seventh recital to Regula-
tion No 40/94 — and the Court — by using since its judgment in Arsenal Football Club
the words ‘functions of the trade mark’ — have indicated that a trade mark’s function
of indicating origin is not the only function of the mark that is worthy of protection
against injury by third parties. They have thus taken into account the fact that a trade
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mark is often, in addition to an indication of the origin of the goods or services, an
instrument of commercial strategy used, inter alia, for advertising purposes or to ac-
quire a reputation in order to develop consumer loyalty.

Admittedly, a trade mark is always supposed to fulfil its function of indicating origin,
whereas it performs its other functions only in so far as its proprietor uses it to that
end, in particular for the purposes of advertising or investment. However, that dif-
ference between the essential function of the trade mark and its other functions can
in no way justify — when a trade mark fulfils one or more of those other functions
— excluding from the scope of Article 5(1)(a) of Directive 89/104 and Article 9(1)(a)
of Regulation No 40/94 acts adversely affecting those functions. Likewise, there are
no grounds for holding that only trade marks with a reputation are capable of having
functions other than that of indicating origin.

It is in the light of both the foregoing considerations and the more detailed interpret-
ative guidance provided below that it will be for the referring court to consider
whether the condition of an adverse effect on one of the functions of the trade mark
is met.

With regard to the use, in the context of an internet referencing service, of signs iden-
tical to trade marks as keywords in relation to goods or services identical to those
for which the trade mark is registered, the Court has already held that, in addition to
the function of indicating origin, that of advertising may prove relevant (see Google
France and Google, paragraph 81). That consideration is equally valid in this instance,
Interflora having, however, also claimed that its trade mark’s ‘investment’ function
has been adversely affected.
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It is therefore appropriate to provide the referring court with guidance on interpret-
ation in relation to the trade mark’s function of indicating origin, its advertising func-
tion and its ‘investment’ function.

Adverse effect on the function of indicating origin

The question whether a trade mark’s function of indicating origin is adversely affected
when internet users are shown, on the basis of a keyword identical with the mark, a
third party’s advertisement, such as that of a competitor of the trade mark propri-
etor, depends in particular on the manner in which that advertisement is presented.
That function is adversely affected if the advertisement does not enable reasonably
well-informed and reasonably observant internet users, or enables them only with
difficulty, to ascertain whether the goods or services referred to by the advertise-
ment originate from the proprietor of the trade mark or an undertaking economically
connected to it or, on the contrary, originate from a third party (Google France and
Google, paragraphs 83 and 84, and Portakabin, paragraph 34). In such a situation,
which is, moreover, characterised by the fact that the advertisement appears immedi-
ately after the trade mark has been entered as a search term and is displayed at a point
when the trade mark is, in its capacity as a search term, also displayed on the screen,
the internet user may be mistaken as to the origin of the goods or services in question
(Google France and Google, paragraph 85).

Where a third party’s advertisement suggests that there is an economic link between
that third party and the proprietor of the trade mark, the conclusion must be that
there is an adverse effect on that mark’s function of indicating origin. Similarly, where
the advertisement, while not suggesting the existence of an economic link, is vague
to such an extent on the origin of the goods or services at issue that reasonably well-
informed and reasonably observant internet users are unable to determine, on the
basis of the advertising link and the commercial message attached thereto, whether
the advertiser is a third party vis-a-vis the proprietor of the trade mark or whether,
on the contrary, it is economically linked to that proprietor, the conclusion must be
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that there is an adverse effect on that function of the trade mark (Google France and
Google, paragraphs 89 and 90, and Portakabin, paragraph 35).

It is for the referring court to assess whether, on the facts of the dispute before it, the
trade mark’s function of indicating origin as described in the preceding paragraphs
is, or is liable to be, adversely affected (see, by analogy, Google France and Google,
paragraph 88).

For the purposes of that assessment, the fact, alluded to in point (b) of question 4, that
the referencing service provider has not permitted trade mark proprietors to prevent
the selection of a sign identical with that trade mark as a keyword is irrelevant. As
the Advocate General observes at point 40 of his Opinion, only the opposite case — in
which the referencing service provider gives trade mark proprietors such an option
— could have legal consequences inasmuch as, in that case and under certain condi-
tions, a failure on the part of those proprietors, when signs identical with their trade
marks are selected as keywords, to object to such selection could be regarded as tacit
consent on their part. However, the fact that the trade mark proprietor has neither
been asked for its consent nor given it (as is the case in the main proceedings) merely
confirms that a sign identical with its trade mark has been used without its consent.

By contrast, a situation such as that described in question 4(a) may be relevant for the
purpose of applying the rule set out in Article 5(1)(a) of Directive 89/104 and Art-
icle 9(1)(a) of Regulation No 40/94.
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Indeed, if the referring court’s assessments of the facts were to show that M & S’s
advertising, displayed in response to searches performed by internet users using the
word ‘Interflora; may lead those users to believe, incorrectly, that the flower-delivery
service offered by M & S is part of Interflora’s commercial network, it would have
to be concluded that that advertising does not allow it to be determined whether
M & S is a third party in relation to the proprietor of the trade mark or whether, on
the contrary, it is economically linked to that proprietor. In those circumstances, the
function of the INTERFLORA trade mark of indicating origin would be adversely
affected.

In that context, as has been observed at paragraph 44 of this judgment, the relevant
public comprises reasonably well-informed and reasonably observant internet users.
Therefore, the fact that some internet users may have had difficulty grasping that the
service provided by M & S is independent from that of Interflora is not a sufficient
basis for a finding that the function of indicating origin has been adversely affected.

In carrying out its examination of the facts, the referring court may choose to assess,
first, whether the reasonably well-informed and reasonably observant internet user
is deemed to be aware, on the basis of general knowledge of the market, that M & S’s
flower-delivery service is not part of the Interflora network but is, on the contrary, in
competition with it and, second, should it become apparent that that is not generally
known, whether M & S’s advertisement enabled that internet user to tell that the ser-
vice concerned does not belong to the Interflora network.

In particular, the referring court may take into account that, in the present case, the
commercial network of the trade mark proprietor is composed of a large number of
retailers which vary greatly in terms of size and commercial profile. The Court con-
siders that, in such circumstances, it may be particularly difficult for the reasonably
well-informed and reasonably observant internet user to determine, in the absence of
any indication from the advertiser, whether or not the advertiser — whose advertise-
ment is displayed in response to a search using that trade mark as a search term — is
part of that network.
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Having regard to that situation and to the other matters that it may consider relevant,
the referring court will, in the absence of any general knowledge such as that referred
to at paragraph 51 of this judgment, have to determine whether or not the use of words
such as ‘M & S Flowers’ in an advertisement such as the one set out at paragraph 19
of this judgment is sufficient to enable a reasonably well-informed and reasonably
observant internet user who has entered search terms including the word ‘Interflora’
to tell that the flower-delivery service offered does not originate from Interflora.

Adverse effect on the advertising function

With regard to the advertising function, the Court has already had occasion to state
that use of a sign identical with another person’s trade mark in a referencing service
such as AdWords’ does not have an adverse effect on that function of the trade mark
(Google France and Google, paragraph 98, and BergSpechte, paragraph 33).

It is true that such use may have repercussions on the advertising use of a word mark
by its proprietor.

In particular, when that proprietor registers its own trade mark as a keyword with
a referencing service provider in order to have an advertisement appear under the
heading ‘sponsored links; it will sometimes — if its trade mark has also been selected
as a keyword by a competitor — have to pay a higher price per click than the competi-
tor if it wishes to ensure that its advertisement appears before that of the competitor
(Google France and Google, paragraph 94).
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However, the mere fact that the use, by a third party, of a sign identical with a trade
mark in relation to goods or services identical with those for which that mark is regis-
tered obliges the proprietor of that mark to intensify its advertising in order to main-
tain or enhance its profile with consumers is not a sufficient basis, in every case, for
concluding that the trade mark’s advertising function is adversely affected. In that
regard, although the trade mark is an essential element in the system of undistorted
competition which European law seeks to establish (see, in particular, Case C-59/08
Copad [2009] ECR 1-3421, paragraph 22), its purpose is not, however, to protect its
proprietor against practices inherent in competition.

Internet advertising on the basis of keywords corresponding to trade marks consti-
tutes such a practice in that its aim, as a general rule, is merely to offer internet users
alternatives to the goods or services of the proprietors of those trade marks (see, to
that effect, Google France and Google, paragraph 69).

The selection of a sign identical with another person’s trade mark, in a referencing
service with the characteristics of ‘AdWords, does not, moreover, have the effect of
denying the proprietor of that trade mark the opportunity of using its mark effectively
to inform and win over consumers (see, in that regard, Google France and Google,
paragraphs 96 and 97).

Adverse effect on the ‘investment’ function

In addition to its function of indicating origin and, as the case may be, its advertis-
ing function, a trade mark may also be used by its proprietor to acquire or preserve a
reputation capable of attracting consumers and retaining their loyalty.
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Although that function of a trade mark — called the ‘investment function’ — may over-
lap with the advertising function, it is none the less distinct from the latter. Indeed,
when the trade mark is used to acquire or preserve a reputation, not only advertising
is employed, but also various commercial techniques.

When the use by a third party, such as a competitor of the trade mark proprietor, of a
sign identical with the trade mark in relation to goods or services identical with those
for which the mark is registered substantially interferes with the proprietor’s use of its
trade mark to acquire or preserve a reputation capable of attracting consumers and
retaining their loyalty, the third party’s use must be regarded as adversely affecting
the trade mark’s investment function. The proprietor is, as a consequence, entitled to
prevent such use under Article 5(1)(a) of Directive 89/104 or, in the case of a Com-
munity trade mark, under Article 9(1)(a) of Regulation No 40/94.

In a situation in which the trade mark already enjoys such a reputation, the invest-
ment function is adversely affected where use by a third party of a sign identical with
that mark in relation to identical goods or services affects that reputation and there-
by jeopardises its maintenance. As the Court has already held, the proprietor of a
trade mark must be able, by virtue of the exclusive right conferred upon it by the
mark, to prevent such use (Case C-324/09 L'Oréal and Others [2011] ECR 1-6011,
paragraph 83).

However, it cannot be accepted that the proprietor of a trade mark may — in condi-
tions of fair competition that respect the trade mark’s function as an indication of
origin — prevent a competitor from using a sign identical with that trade mark in rela-
tion to goods or services identical with those for which the mark is registered, if the
only consequence of that use is to oblige the proprietor of that trade mark to adapt
its efforts to acquire or preserve a reputation capable of attracting consumers and
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retaining their loyalty. Likewise, the fact that that use may prompt some consumers
to switch from goods or services bearing that trade mark cannot be successfully relied
on by the proprietor of the mark.

It is in the light of those considerations that it will be for the referring court to deter-
mine whether the use, by M & S, of the sign identical with the INTERFLORA trade
mark jeopardises the maintenance by Interflora of a reputation capable of attracting
consumers and retaining their loyalty.

The answer to questions 1, 2, 3(a) and 4 is therefore that Article 5(1)(a) of Directive
89/104 and Article 9(1)(a) of Regulation No 40/94 must be interpreted as meaning
that the proprietor of a trade mark is entitled to prevent a competitor from adver-
tising — on the basis of a keyword which is identical with the trade mark and which
has been selected in an internet referencing service by the competitor without the
proprietor’s consent — goods or services identical with those for which that mark is
registered, where that use is liable to have an adverse effect on one of the functions of
the trade mark. Such use:

— adversely affects the trade mark’s function of indicating origin where the adver-
tising displayed on the basis of that keyword does not enable reasonably well-in-
formed and reasonably observant internet users, or enables them only with diffi-
culty, to ascertain whether the goods or services concerned by the advertisement
originate from the proprietor of the trade mark or an undertaking economically
linked to that proprietor or, on the contrary, originate from a third party;

— does not adversely affect, in the context of an internet referencing service
having the characteristics of the service at issue in the main proceedings, the
trade mark’s advertising function; and
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— adversely affects the trade mark’s investment function if it substantially interferes
with the proprietor’s use of its trade mark to acquire or preserve a reputation
capable of attracting consumers and retaining their loyalty.

The question relating to Article 5(2) of Directive 89/104 and Article 9(1)(c) of Regulation
No 40/94

By point (b) of question 3, read in conjunction with questions 1 and 2, the referring
court asks, in essence, whether Article 5(2) of Directive 89/104 and Article 9(1)(c) of
Regulation No 40/94 must be interpreted as meaning that the proprietor of a trade
mark with a reputation is entitled to prevent a competitor from basing its advertising
on a keyword corresponding to that trade mark which the competitor has, without
the proprietor’s consent, selected in an internet referencing service.

With regard, first, to the applicability of the rules set out in Article 5(2) of Directive
89/104 and Article 9(1)(c) of Regulation No 40/94, it is settled case-law that, even
though those provisions make express reference only to the situation in which use is
made of a sign which is identical with, or similar to, a trade mark with a reputation in
relation to goods or services which are not similar to those for which the trade mark
is registered, the protection provided for there applies, a fortiori, also in relation to
use of a sign which is identical with, or similar to, a trade mark with a reputation in
relation to goods or services which are identical with or similar to those for which the
mark is registered (see, inter alia, Case C-292/00 Davidoff [2003] ECR 1-389, para-
graph 30; Case C-408/01 Adidas-Salomon and Adidas Benelux [2003] ECR 1-12537,
paragraphs 18 to 22, and Google France and Google, paragraph 48).

Since the INTERFLORA trade mark has a reputation and since M & S’s use of a sign
identical with that mark as a keyword was made, as has been stated at paragraph 33 of
this judgment, in relation to a service identical with that for which that mark has been
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registered, Article 5(2) of Directive 89/104 and Article 9(1)(c) of Regulation No 40/94
apply in the case before the referring court. It is clear, moreover, from the order for
reference that the applicable United Kingdom legislation includes the rule set out in
Article 5(2) of Directive 89/104.

With regard, second, to the extent of the protection conferred on proprietors of trade
marks with a reputation, it is clear from the wording of the abovementioned provi-
sions that the proprietors of such marks are entitled to prevent the use by third par-
ties, in the course of trade, without their consent and without due cause, of signs
identical with or similar to those trade marks where that use takes unfair advantage
of the distinctive character or the repute of the trade mark or is detrimental to that
distinctive character or repute.

The exercise of that right by the proprietor of the trade mark with a reputation is not
conditional upon there being a likelihood of confusion on the part of the relevant
section of the public (Adidas-Salomon and Adidas Benelux, paragraph 31, and Case
C-487/07 L'Oréal and Others, paragraph 36). Moreover, in so far as Article 5(2) of
Directive 89/104 and Article 9(1)(c) of Regulation No 40/94 require there to be some
degree of similarity between the trade mark at issue and the sign used by the third
party, it is sufficient to note that that condition is met in the present case, given the
close correspondence between (i) the sign ‘Interflora’ and the variants used by M & S
and (ii) the trade mark INTERFLORA.

The types of injury against which Article 5(2) of Directive 89/104 and Article
9(1)(c) of Regulation No 40/94 provide protection are, first, detriment to the distinc-
tive character of the trade mark, second, detriment to the repute of that mark and,
third, unfair advantage taken of the distinctive character or the repute of the mark,
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just one of those types of injury sufficing for the rule set out in those provisions to
apply (see Case C-487/07 L'Oréal and Others, paragraphs 38 and 42).

Detriment to the distinctive character of a mark with a reputation, also referred to as,
inter alia, ‘dilution; is caused when that mark’s ability to identify the goods or services
for which it is registered is weakened, whilst detriment to the repute of the mark, also
referred to as, inter alia, ‘tarnishment, is caused when the goods or services for which
the identical or similar sign is used by the third party may be perceived by the public
in such a way that the trade mark’s power of attraction is reduced (see Case C-487/07
L'Oréal and Others, paragraphs 39 and 40).

For its part, the concept of ‘taking unfair advantage of the distinctive character or
the repute of the trade mark] also referred to as, inter alia, ‘free-riding; relates not to
the detriment caused to the mark but to the advantage taken by the third party as a
result of the use of the identical or similar sign. It covers, in particular, cases where,
by reason of a transfer of the image of the mark or of the characteristics which it pro-
jects to the goods identified by the identical or similar sign, there is clear exploitation
on the coat-tails of the mark with a reputation (Case C-487/07 L'Oréal and Others,
paragraph 41).

It is clear from the explanation provided in response to the request for clarification
mentioned at paragraph 20 of this judgment, that the referring court is not seeking an
interpretation of the concept of detriment to the repute of the mark (tarnishment).
Rather, it wishes to ascertain under what conditions an advertiser who causes to be
displayed — on the basis of a sign identical to a trade mark with a reputation which
it has selected without the consent of the proprietor of that mark in an internet ref-
erencing service — an advertising link towards its website must be regarded as caus-
ing detriment to the distinctive character of the mark with a reputation (dilution) or
as taking unfair advantage of the distinctive character or repute of that trade mark
(free-riding).
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Detriment to the distinctive character of a trade mark with a reputation (dilution)

As the Advocate General states at paragraph 80 of his Opinion, detriment is caused
to the distinctive character of a trade mark with a reputation when the use of a sign
identical with or similar to that mark reduces the ability of the mark to distinguish
the goods or services of its proprietor from those which have a different origin. At
the end of the process of dilution, the trade mark is no longer capable of creating an
immediate association, in the minds of consumers, with a specific commercial origin.

For the proprietor of a trade mark with a reputation to be effectively protected against
that type of injury, Article 5(2) of Directive 89/104 and Article 9(1)(c) of Regulation
No 40/94 must be interpreted as entitling the proprietor to prevent all use of a sign
identical with or similar to that trade mark which reduces the distinctiveness of the
mark, without it being required to wait for the end of the process of dilution, that is
to say, the total loss of the trade mark’s distinctive character.

In support of its contention that detriment is caused to its trade mark’s distinctive
character, Interflora maintains that the use by M & S and other undertakings of the
word ‘Interflora’ within a referencing service such as that at issue in the main pro-
ceedings gradually persuades internet users that the word is not a trade mark desig-
nating the flower-delivery service provided by florists in the Interflora network but is
a generic word for any flower-delivery service.

It is true that the use, by a third party in the course of trade, of a sign identical with
or similar to a trade mark with a reputation reduces the latter’s distinctiveness and
is thus detrimental to the distinctive character of that trade mark for the purposes
of Article 5(2) of Directive 89/104 or, in the case of a Community trade mark, of
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Article 9(1)(c) of Regulation No 40/94, when it contributes to turning the trade mark
into a generic term.

However, contrary to Interflora’s contention, the selection of a sign which is identi-
cal with or similar to a trade mark with a reputation as a keyword within an internet
referencing service does not necessarily contribute to such a development.

Thus, when the use, as a keyword, of a sign corresponding to a trade mark with a rep-
utation triggers the display of an advertisement which enables the reasonably well-
informed and reasonably observant internet user to tell that the goods or services
offered originate not from the proprietor of the trade mark but, on the contrary, from
a competitor of that proprietor, the conclusion will have to be that the trade mark’s
distinctiveness has not been reduced by that use, the latter having merely served to
draw the internet user’s attention to the existence of an alternative product or service
to that of the proprietor of the trade mark.

Accordingly, if the referring court were to conclude that the advertising triggered
by virtue of M & S’s use of the sign identical with the INTERFLORA trade mark did
enable the reasonably well-informed and reasonably observant internet user to tell
that the service promoted by M & S is independent from that of Interflora, Interflora
could not successfully argue, relying on the rules in Article 5(2) of Directive 89/104
and Article 9(1)(c) of Regulation No 40/94, that that use has contributed to turning
the trade mark into a generic term.

If, on the other hand, the referring court were to conclude that the advertising trig-
gered by the use of the sign identical to the INTERFLORA trade mark did not enable
the reasonably well-informed and reasonably observant internet user to tell that the
service promoted by M & S is independent from that of Interflora and if Interflora
were to seek moreover from the referring court, in addition to a finding that the
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mark’s function of indicating origin has been adversely affected, a finding that M &
S has also caused detriment to the distinctive character of the INTERFLORA trade
mark by contributing to turning it into a generic term, it would fall to the referring
court to determine, on the basis of all the evidence submitted to it, whether the se-
lection of signs corresponding to the trade mark INTERFLORA as keywords on the
internet has had such an impact on the market for flower-delivery services that the
word ‘Interflora’ has come to designate, in the consumer’s mind, any flower-delivery
service.

Unfair advantage taken of the distinctive character or the repute of the trade mark
(free-riding)

As the Court has already held, an advertiser which has selected in an internet refer-
encing service a keyword corresponding to another person’s trade mark intends that
internet users who enter that word as a search term should click not only on the links
displayed which come from the proprietor of the trade mark, but also on the advertis-
ing link of the advertiser (Google France and Google, paragraph 67).

It is also apparent that the fact that a trade mark enjoys a reputation makes it likely
that a large number of internet users will use the name of that mark as a keyword
when carrying out an internet search to find information or offers relating to the
goods or services covered by that trade mark.

In those circumstances, as the Advocate General observes at paragraph 96 of his
Opinion, it cannot be denied that, where a competitor of the proprietor of a trade
mark with a reputation selects that trade mark as a keyword in an internet referencing
service, the purpose of that use is to take advantage of the distinctive character and
repute of the trade mark. In fact, that selection is liable to create a situation in which
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the probably large number of consumers using that keyword to carry out an internet
search for goods or services covered by the trade mark with a reputation will see that
competitor’s advertisement displayed on their screens.

Nor can it be denied that, when internet users, having studied the competitor’s ad-
vertisement, purchase the product or service offered by the competitor instead of
that of the proprietor of the trade mark to which their search originally related, that
competitor derives a real advantage from the distinctive character and repute of the
trade mark.

Furthermore, it is not disputed that, in the context of a referencing service, an adver-
tiser which selects signs identical with or similar to the trade marks of other persons
does not, as a general rule, pay the proprietors of the trade marks any compensation
in respect of that use.

It is clear from those particular aspects of the selection as internet keywords of signs
corresponding to trade marks with a reputation which belong to other persons that
such a selection can, in the absence of any ‘due cause’ as referred to in Article 5(2) of
Directive 89/104 and Article 9(1)(c) of Regulation No 40/94, be construed as a use
whereby the advertiser rides on the coat-tails of a trade mark with a reputation in
order to benefit from its power of attraction, its reputation and its prestige, and to ex-
ploit, without paying any financial compensation and without being required to make
efforts of its own in that regard, the marketing effort expended by the proprietor of
that mark in order to create and maintain the image of that mark. If that is the case,
the advantage thus obtained by the third party must be considered to be unfair (Case
C-487/07 L'Oréal and Others, paragraph 49).

I - 8695



920

91

92

93

JUDGMENT OF 22.9. 2011 — CASE C-323/09

As the Court has already stated, that is particularly likely to be the conclusion in cases
in which internet advertisers offer for sale, by means of the selection of keywords cor-
responding to trade marks with a reputation, goods which are imitations of the goods
of the proprietor of those marks (Google France and Google, paragraphs 102 and 103).

By contrast, where the advertisement displayed on the internet on the basis of a key-
word corresponding to a trade mark with a reputation puts forward — without of-
fering a mere imitation of the goods or services of the proprietor of that trade mark,
without causing dilution or tarnishment and without, moreover, adversely affecting
the functions of the trade mark concerned — an alternative to the goods or services
of the proprietor of the trade mark with a reputation, it must be concluded that such
use falls, as a rule, within the ambit of fair competition in the sector for the goods or
services concerned and is thus not without ‘due cause’ for the purposes of Article 5(2)
of Directive 89/104 and Article 9(1)(c) of Regulation No 40/94.

It is for the referring court to determine, in the light of the foregoing interpretative
guidance, whether, on the particular facts of the dispute in the main proceedings,
there is use of the sign without due cause which takes unfair advantage of the dis-
tinctive character of the repute of the trade mark INTERFLORA.

It follows from the foregoing that the answer to question 3(b) is that Article 5(2) of
Directive 89/104 and Article 9(1)(c) of Regulation No 40/94 must be interpreted as
meaning that the proprietor of a trade mark with a reputation is entitled to prevent
a competitor from advertising on the basis of a keyword corresponding to that trade
mark, which the competitor has, without the proprietor’s consent, selected in an in-
ternet referencing service, where the competitor thereby takes unfair advantage of the
distinctive character or repute of the trade mark (free-riding) or where the advertising
is detrimental to that distinctive character (dilution) or to that repute (tarnishment).
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Advertising on the basis of such a keyword is detrimental to the distinctive character
of a trade mark with a reputation (dilution) if, for example, it contributes to turning
that trade mark into a generic term.

By contrast, the proprietor of a trade mark with a reputation is not entitled to prevent,
inter alia, advertisements displayed by competitors on the basis of keywords cor-
responding to that trade mark, which put forward — without offering a mere imitation
of the goods or services of the proprietor of that trade mark, without causing dilution
or tarnishment and without, moreover, adversely affecting the functions of the trade
mark with a reputation — an alternative to the goods or services of the proprietor of
that mark.

Costs

Since these proceedings are, for the parties to the main proceedings, a step in the ac-
tion pending before the national court, the decision on costs is a matter for that court.
Costs incurred in submitting observations to the Court, other than the costs of those
parties, are not recoverable.

On those grounds, the Court (First Chamber) hereby rules:

1. Article 5(1)(a) of First Council Directive 89/104/EEC of 21 December 1988
to approximate the laws of the Member States relating to trade marks and
Article 9(1)(a) of Council Regulation (EC) No 40/94 of 20 December 1993 on
the Community trade mark must be interpreted as meaning that the propri-
etor of a trade mark is entitled to prevent a competitor from advertising — on
the basis of a keyword which is identical with the trade mark and which has
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been selected in an internet referencing service by the competitor without
the proprietor’s consent — goods or services identical with those for which
that mark is registered, where that use is liable to have an adverse effect on
one of the functions of the trade mark. Such use:

— adversely affects the trade mark’s function of indicating origin where
the advertising displayed on the basis of that keyword does not enable
reasonably well-informed and reasonably observant internet users, or
enables them only with difficulty, to ascertain whether the goods or ser-
vices concerned by the advertisement originate from the proprietor of
the trade mark or an undertaking economically linked to that proprietor
or, on the contrary, originate from a third party;

— does not adversely affect, in the context of an internet referencing ser-
vice having the characteristics of the service at issue in the main pro-
ceedings, the trade mark’s advertising function; and

— adversely affects the trade mark’s investment function if it substantially
interferes with the proprietor’s use of its trade mark to acquire or pre-
serve a reputation capable of attracting consumers and retaining their
loyalty.

2. Article 5(2) of Directive 89/104 and Article 9(1)(c) of Regulation No 40/94
must be interpreted as meaning that the proprietor of a trade mark with a
reputation is entitled to prevent a competitor from advertising on the
basis of a keyword corresponding to that trade mark, which the competi-
tor has, without the proprietor’s consent, selected in an internet referenc-
ing service, where the competitor thereby takes unfair advantage of the
distinctive character or repute of the trade mark (free-riding) or where the

I - 8698



INTERFLORA AND INTERFLORA BRITISH UNIT

advertising is detrimental to that distinctive character (dilution) or to that
repute (tarnishment).

Advertising on the basis of such a keyword is detrimental to the distinctive
character of a trade mark with a reputation (dilution) if, for example, it con-
tributes to turning that trade mark into a generic term.

By contrast, the proprietor of a trade mark with a reputation is not entitled
to prevent, inter alia, advertisements displayed by competitors on the basis
of keywords corresponding to that trade mark, which put forward — without
offering a mere imitation of the goods or services of the proprietor of that
trade mark, without causing dilution or tarnishment and without, moreover,
adversely affecting the functions of the trade mark with a reputation — an
alternative to the goods or services of the proprietor of that mark.

[Signatures]
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