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Following a bench trial, the US District Court for the Southern
District of New York finally issued its ruling in Tiffany (NJ) Inc v eBay
Inc (Case 04 Civ 4607 (RJS) (SDNY, July 14 2008)) in July. 

Tiffany had filed various claims, including direct and
contributory trademark infringement, against eBay based on sales of
thousands of alleged counterfeit silver jewellery Tiffany products on
the auction website between 2003 and 2006. While many brand
owners besides Tiffany may have wished that the decision would
help establish host providers’ direct and contributory liability for
selling infringing items, their hopes were dashed when the court
made the following findings:
• eBay did not commit direct trademark infringement because its

use of Tiffany’s trademarks in its advertising, on its homepage
and in sponsored links purchased through Yahoo! and Google
was a protected, nominative fair use of the marks.

• eBay was not liable for contributory trademark infringement.
• Tiffany could not establish its claims for unfair competition.
• Tiffany’s claim for false advertising failed based on the

nominative fair use defence.
• eBay’s use of the Tiffany trademark was not likely to cause

dilution and even if dilution occurred, it was a permissible
nominative use.

Preliminary factual findings 
Before proceeding to its discussion of these holdings, the court
observed that rights holders such as Tiffany have obvious economic
incentives to curtail the sale of both counterfeit and authentic 
goods on the Internet, as every sale of Tiffany jewellery on eBay
potentially represents a lost sales opportunity via Tiffany’s own
authorized distribution channels. The court noted that the law
provides protection against the sale of counterfeit goods, but not
from the sale of authentic goods. The court wrote: “Clearly, 
eBay and other online market websites may properly promote 
and facilitate the growth of legitimate secondary markets in 
brand-name goods.” 

The court recognized that eBay exercises some limited control
over those who trade on its website. Users are required to register
and sign a user agreement that prohibits violation of IP rights. eBay
utilizes a fraud engine and other measures that are designed to
identify and prevent sale of counterfeit products. Rights owners
also participate in eBay’s Verified Rights Owner (VeRO) programme
– a notice and takedown system that allows trademark owners to
report potentially infringing items so that eBay can remove the
listings.

The court also focused on eBay’s efforts to help sellers
maximize sales and on its advertising that made use of Tiffany’s
marks. For example, eBay shared information about top-searched
keywords on eBay, including the keyword ‘Tiffany’. eBay actively
advertised the availability of Tiffany merchandise on its website. It
also purchased sponsored link advertisements on Google and
Yahoo!, promoting the availability of Tiffany items on eBay.

When Tiffany complained to eBay about counterfeit sales, eBay
responded by encouraging Tiffany to use the VeRO programme to
expedite reporting of suspicious merchandise. Indeed, Tiffany’s
chief executive officer (CEO) acknowledged that in most cases eBay
took down listings for any auction items that Tiffany identified as
suspect. eBay also indicated that it monitored listings on its website
and removed those that appeared, on their face, to be counterfeit. If
a seller had been previously warned about infringing listings, the
seller’s account would be suspended.

Tiffany considered these steps to be insufficient, citing survey
evidence indicating that 73% of sterling silver Tiffany merchandise
on eBay was counterfeit and that only 5% of such merchandise was
genuine. Tiffany’s CEO testified that the principal issue with eBay
was that it would not prospectively ban sellers of multiple Tiffany
items, particularly when those items were sold in lots of five or
more items. Tiffany contended that there must be a way to “stop
the counterfeiting before the fact, not after the fact” through the
VeRo notice-and-takedown procedure. Significantly, the court found
that there was little support of Tiffany’s allegation that a seller
listing five or more pieces of Tiffany jewellery is presumptively
trafficking in counterfeit goods, thus undermining Tiffany’s
demand for a prospective ban on sales of multiple items.

The court also found that notwithstanding the significance of
the online counterfeiting problem for Tiffany, the company
invested relatively modest resources to combat the problem.
Tiffany budgeted $14 million over a five-year period to anti-
counterfeiting efforts, of which up to $5 million was spent litigating
this case. Also, between 2004 and 2006, about 172 to 240 man-
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hours per month were devoted to monitoring and reporting on the
eBay website. The court concluded that Tiffany could have invested
additional resources in monitoring the eBay website and reporting
suspicious listings through the VeRO programme.

Direct trademark infringement
Tiffany argued that eBay was liable for direct infringement of its
trademark for three reasons. First, Tiffany complained about eBay’s
use of the TIFFANY mark on its website. The court held that this use
in connection with the sale of genuine Tiffany products was a
protected nominative fair use. This defence permits one to use
another’s trademark to identify the other’s goods, so long as there is
no likelihood of confusion about source or affiliation. The court
emphasized that authentic Tiffany goods were being sold on eBay.
While counterfeit goods also were being sold, eBay always removed
potentially infringing listings when notified of them by Tiffany. 

Second, Tiffany alleged direct infringement through the
purchase of sponsored search advertisements on Google and
Yahoo!. The court initially held that eBay made trademark use of
the Tiffany marks because the marks appeared in the text of eBay’s
advertisements. However, the court also held that this was a
nominative fair use for the same reasons applicable to the uses on
eBay’s own website. 

Finally, Tiffany argued that eBay is jointly and severally liable
for infringing sales, just like the officer of a store that sells
infringing merchandise. The court disagreed, noting that eBay
never takes possession of items sold through its website and does
not directly sell the counterfeit goods. 

Contributory trademark infringement
With respect to contributory infringement, the court observed that
this is a judicially constructed doctrine articulated by the Supreme
Court in its 1982 decision in Inwood Laboratories v Ives Laboratories.
In Inwood, the Supreme Court held that “if a manufacturer or
distributor intentionally induces another to infringe a trademark,
or if it continues to supply its product to one whom it knows or has
reason to know is engaging in trademark infringement, the
manufacturer or distributor is contributorily responsible for any
harm done as a result of the deceit”.

The Tiffany court held that the first prong of the Inwood
standard – intentional inducement of infringement – was
inapplicable because Tiffany did not allege that eBay intentionally
induced infringement of Tiffany’s marks. Tiffany relied instead on
the second prong – supplying a product to one who it has reason to
know is engaging in trademark infringement – claiming that eBay
had reason to know that counterfeit merchandise was being sold on
its website.

eBay argued that the Inwood test does not apply to it because its
website was not a ‘product’ as that term was used in Inwood. eBay
contended that where the thing supplied is a service, not a product,
there is no basis for the imposition of contributory liability. The
district court rejected this argument, finding that Inwood extends
beyond manufacturers and distributors of products and also
reaches those supplying a service. The court looked not only to
whether eBay provided the necessary marketplace for the
counterfeiting, but further, to whether it had direct control over the
means of infringement. The court considered several facts,
including that:
• eBay had direct control over the means of infringement; 
• it actively promoted the sale of Tiffany items; 
• it profited from the listing of items and successful completion

of sales; 

• it maintained significant control over the listings on its site; and 
• its classified ad service was separate and apart from the eBay

listings that were at issue in the case. 

eBay also argued that it was essentially an online classified
advertiser, rather than a marketplace where infringement is
occurring. The district court observed that eBay apparently was
attempting to fall within the “innocent infringer” defence under the
Lanham Act that applies to publishers or distributors of newspapers
and magazines. The court rejected the online classified advertiser
argument. While eBay never takes physical custody of the items sold
on its website, the court reasoned that eBay exerts sufficient control
over listings that it cannot qualify as a mere online version of a
newspaper or magazine that publishes classified ads. 

While the district court held that the second prong of the
Inwood test – supplying a service with reason to know that
infringement was occurring – is the relevant test for considering
eBay’s potential contributory liability, the court went on to hold
that eBay was not liable under the test. Tiffany had argued that
eBay’s generalized knowledge of infringement on its site required it
to remedy the problem preemptively, even without specific
knowledge as to individual instances of infringing listings or sellers.
eBay responded that such generalized knowledge is insufficient for
liability as eBay’s generalized knowledge that infringement was
occurring on its website did not prove that eBay knew or had reason
to know of specific acts of infringement. Noting that a substantial
number of authentic Tiffany goods are sold on eBay, the court
observed that imputing knowledge of all infringing acts based on
generalized knowledge would dramatically expand Tiffany’s
trademark rights, potentially stifling legitimate sales of Tiffany
goods. The court also concluded that eBay was not wilfully blind to
counterfeit sales. It took reasonable steps and invested significant
resources to investigate and stop counterfeit sales. 

The court then determined that eBay did not continue to
supply its service when it did have knowledge of specific
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infringements. eBay promptly terminated infringing listings and if
it discovered repeat offenders, they were suspended and further
corrective action was taken. The court also rejected Tiffany’s
complaint that eBay’s VeRO programme for identifying counterfeits
was too burdensome for Tiffany. The court responded that Tiffany’s
commitment to reporting infringing listings had been sporadic and
relatively meagre and noted that the principal responsibility to
police trademarks rests with rights holders. 

Unfair competition 
Tiffany alleged unfair competition under federal and state law based
on eBay’s use of false descriptions and representations concerning
Tiffany products. The court rejected these claims for the same reasons
that it rejected the direct and contributory infringement claims. 

False advertising 
Tiffany charged eBay with false advertising, pointing to its
references to Tiffany merchandise on the eBay website and to
eBay’s sponsored search advertisements. The court held that eBay’s
statements were not literally false because authentic Tiffany
merchandise was available on eBay and the statements were
protected nominative fair uses. Even if the statements were
impliedly false because of the presence of counterfeit goods,
Tiffany failed to prove specific knowledge concerning individual
listings. If a listing was false, that was the responsibility of third
party sellers, not of eBay. 

Dilution 
The court held that Tiffany had not established dilution by blurring
because, while eBay used the TIFFANY mark to describe products
available on its site, it used the mark to identify the availability of
authentic Tiffany goods. The court also rejected the dilution by
tarnishment claim because any negative association was caused by
third-party eBay users and not by eBay, which took actions in
response to counterfeit listings. Moreover, the court held that eBay’s
actions were covered by the nominative fair use exception
contained in the dilution statute. Finally, the court rejected Tiffany’s
argument that there is a cause of action for contributory dilution,
which would fail in any case for the same reasons as the claim for
contributory infringement. 

What next?
Tiffany has appealed the district court’s ruling to the US Court of
Appeals for the Second Circuit. Thus, as with the pending appeal in
Rescuecom v Google – a keyword case – trademark owners will be
looking for guidance from this influential appellate court. WTR




