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BRAND PROTECTION AFTER TIFFANY V. COSTCO 

In the last twenty years, the exchange of counterfeit goods moved largely from street corners to online 
marketplaces such as eBay and Amazon.com. This movement presented IP owners with new challenges. For example, 
online counterfeit sellers are often difficult to locate, and litigation against these sellers (typically individuals) is 
financially inefficient. As a result, IP owners started filing lawsuits against online marketplaces. The plaintiffs allege 
secondary infringement.1  

In Tiffany v. eBay (discussed below), the Second Circuit held that eBay was not liable for contributory trademark 
infringement. The Court held that imposing such liability on eBay required a showing that eBay (1) possessed 
contemporary knowledge about particular items on its site that infringe or will infringe in the future and (2) 
subsequently refused to act on that knowledge. 

I. TIFFANY (NJ) INC. V. EBAY, INC., 600 F.3D 93 (2D CIR. 2010)
Founded in 1873, Tiffany is an American luxury jewelry and specialty retailer headquartered in New York City.

It sells jewelry, sterling silver, china, crystal, among other luxury goods. Tiffany was concerned in the mid-2000’s that 
bad actors were using eBay’s online marketplace to sell counterfeit jewelry. Alarmed that the bad acts occurred under 
eBay’s watch, Tiffany sued eBay for trademark infringement, trademark dilution and false advertising. The trial court 
determined that eBay was not liable, based on the facts presented. Tiffany appealed. 

On appeal, Tiffany argued that eBay infringed because eBay knew or had reason to know of the counterfeit 
activity. The Court distinguished eBay’s knowledge of counterfeit activities for direct infringement from the false 
advertising claims. 

The Court acknowledged that eBay promptly removed all listings that Tiffany challenged as counterfeit and 
proactively identified and removed counterfeit goods. eBay implemented several systems for cracking down on 
counterfeit activity: 

• eBay spent as much as $20 million each year on tools to promote trust and safety on its website.
• eBay set up “buyer protection programs,” wherein a buyer would be reimbursed for the cost of items purchased

on eBay that were discovered not to be genuine.
• eBay established a “Trust and Safety” department, with approximately 4,000 employees focused on trust and

safety issues, including over 200 who “focus exclusively on combating infringement” and 70 who “work
exclusively with law enforcement.”

• eBay implemented a “fraud engine,” dedicated to uncovering illegal listings, including counterfeit listings. eBay
employed manual and automated searches for keywords in listings in an effort to identify blatant instances of
potentially infringing activity. In addition to general filters, the fraud engine incorporated Tiffany-specific filters,
including ninety different keywords designed to distinguish between genuine and counterfeit Tiffany goods.

• eBay periodically conducted manual reviews of listings in an effort to sellers thought to be selling counterfeit
goods, including Tiffany goods.

• eBay maintained and administered the “Verified Rights Owner Program”: a notice-and-takedown system allowing
owners of intellectual property rights, including Tiffany, to report to eBay any listing offering potentially
infringing items, so that eBay could remove such reported listings. eBay’s practice was to remove reported listings
within twenty-four hours of receiving a notice, but eBay in fact deleted seventy to eighty percent of such listings
within twelve hours of notification.

• eBay allowed Tiffany to maintain an “About Me” page, with the headline “BUYER BEWARE.” The page begins:
“Most of the purported TIFFANY & CO. silver jewelry and packaging available on eBay is counterfeit.”
The page continues: “The only way you can be certain that you are purchasing a genuine TIFFANY & CO. product
is to purchase it from a Tiffany & Co. retail store, via our website (www.tiffany.com) or through a Tiffany & Co.
catalogue. Tiffany & Co. stores do not authenticate merchandise. A good jeweler or appraiser may be able to do
this for you.

eBay incurred significant expense combating counterfeit activity, and eBay often did so at the expense of its business 
model (e.g., allowing the Tiffany “About Me” page, which discouraged purchasing Tiffany jewelry on eBay). 

1 Andrew Lehrer, Tiffany v. Ebay: Its Impact and Implications on the Doctrines of Secondary Trademark and Copyright 
Infringement, 18 B.U. J. SCI. & TECH. L. 373 (2012). 

http://www.tiffany.com/
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After considering eBay’s preventative steps and the fact that there was no evidence that eBay possessed 
contemporary knowledge about particular items on its site that infringe, the Court ruled in favor of eBay regarding 
trademark infringement and dilution. It determined that imposing liability on eBay simply because eBay could not 
guarantee the genuineness of all of the products offered on its website would have unduly inhibited the lawful resale 
of genuine goods. Tiffany failed to demonstrate that eBay was supplying its service to individuals who it knew or had 
reason to know were selling counterfeit goods. The judgment was affirmed with respect to the claims of trademark 
infringement and dilution. However, the cause was remanded for further proceedings with respect to the false 
advertising claim. 

The Tiffany v. eBay decision did not give Tiffany (and other brand owners) the outcome it was seeking. Perhaps 
a different holding might arise in a lawsuit between a brand owner and an online marketplace where the online 
marketplace made no effort to combat counterfeiting and/or was less removed from the counterfeiting parties. 

 
II. TIFFANY & CO. V. COSTCO WHOLESALE CORP., 971 F.3D 74 (2D CIR. 2020) 

More recently, Tiffany sued Costco, alleging that Costco was liable for trademark infringement and counterfeiting 
in connection with its sale of diamond engagement rings identified by point-of-sale signs containing the word 
“Tiffany.”2  

Costco did not dispute Tiffany’s ownership of a registered trademark for the word “Tiffany.” Rather, Costco 
argued that Costco was using that word in a different, widely recognized sense, in order to specify a style of pronged 
diamond setting not exclusive to rings affiliated with Tiffany. Costco argued that its use of the term was not likely to 
confuse consumers. Alternatively, Costco argued, even if some degree of confusion was likely, it was entitled under 
the Lanham Act to the descriptive fair use of an otherwise protected mark.  

The district court granted summary judgment in Tiffany’s favor. It held that no reasonable jury could credit either 
of Costco’s arguments. The case continued by way of an advisory jury trial on the question of damages. From there, 
the district court entered an award in the amount of $21,010,438.35. The amount reflected Costco’s trebled profits 
along with punitive damages and prejudgment interest.  

On appeal, Costco argued that the district court’s determination of liability was inappropriate at the summary 
judgment stage. The Second Circuit agreed that questions of fact remained. Accordingly, the judgment of the district 
court was VACATED and REMANDED for trial. 

The Court in Tiffany v. Costco addressed descriptive fair use, a topic left open in Tiffany v. eBay. Tiffany 
presumably would have preferred an outcome wherein Tiffany could stop online marketplaces from referencing Tiffany 
products or allowing third-parties to identify Tiffany products. 

 
III. CONCLUSION 

Tiffany is not alone in these efforts. Similar lawsuits have taken place. Online marketplace liability appears to 
remain a hot topic in the law. At the forthcoming presentation, attendees will hear about similar cases concerning 
marketplace liability, recent legislation concerning marketplace liability, as well as several brand enforcement 
strategies. 

                                                       
2 A diamond ring setting is the metal structure that keeps a diamond or gemstone securely in place. Common settings include, the 
prong setting, the páve setting, and the Tiffany setting, among others. The Tiffany setting was designed by Tiffany & Co. in 1886. 
It features six prongs that are positioned to showcase a diamond’s sparkle as much as possible. It is usually paired with a plain 
band to draw eyes to the diamond.  
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