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NOTE: DO YOU CARE WHETHER THE GOODS YOU BUY ON INTERNET 

AUCTION SITES ARE AUTHENTIC OR KNOCK-OFFS?  E-BAY DOESN’T! 

 
I.! INTRODUCTION 

Where would you go if you wanted to purchase a high-end brand name product at a lower 

price than in a conventional market or an exclusive item that you can no longer find in stores?  In 

the past, such goods were most easily accessible at flea markets or street fairs, but these goods 

can now be purchased most readily, from almost anywhere in the world, through online auction 

houses.1  If you buy an item at a street fair or flea market, you have the opportunity to visually 

inspect the product and know exactly what you are getting.2  However, when you buy a product 

on the Internet, can you be sure if you are purchasing an authentic good or a just sham product?   

                                                
1  See Maureen A. O’Rourke, Progressing Towards a Uniform Commercial Code for Electronic 

Commerce or Racing Toward Nonuniformity?, 14 BERKELEY TECH. L.J. 635, 636 (1999); see 

also Kelley E. Moohr, Going Once, Going Twice, Sold!  Are Sales of Copyrighted Items 

Exposing Internet Auction Sites to Liability, 21 LOY. L.A. ENT. L.J. 97, 98 (2000). A list of 

Internet auction sites is available at http://www.ftpplanet.com/auction/auction_sites.htm (Mar. 

25, 2005). 

2 See Buying Fake Goods at 

http://http://abclocal.go.com/kabc/features/consumer/081103_fs_fake_goods.html (Aug. 11, 

2003).   
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An Internet auction house provides a forum where anyone can sell just about anything;.  

However, the item you eventually receive may not meet your expectations.3  Are the 

manufacturers, whose names are being misleadingly used, or the online auction houses 

responsible to ensure that the goods being sold in cyberspace are legitimate?4  The reputations of 

high-end brand names are being eroded and many companies have found themselves fighting to 

protect their names, which have been continuously disparaged by counterfeiters who are aided by 

online auction houses.5 

Furthermore, there has been an increase in the popularity of online auction houses within 

the last decade.6  This has allowed an individual “to buy or sell almost any imaginable item” on 

the Internet and has allowed for massive growth in the popularity of online auction houses.7  

                                                
3 See Psst, Wanna Buy a Cheap Bracelet?, Economist, available at 

http://www.economist.com/displaystory.cfm?story_id=2877169 (Jul. 1, 2004); see generally 

Michael Bobelian, Tiffany and EBay Clash Over Sales of Fake Goods, N.Y.L.J 1, (col. 4) (Aug. 

19, 2004) at http://biz.yahoo.com/law/040819/251874a1d85bcc1c8f1b010e0e195719_1.html;  

see also Mary M. Calkins, Comment, My Reputation Always Had More Fun Than Me: The 

Failure of EBay’s Feedback Model to Effectively Prevent Online Auction Fraud, 7 RICH J.L.& 

TECH. 33, 35 (Spring 2001) at http://www.richmond.edu/jolt/v7i4/note1.html. 

4 See Bobelian, supra note 3. 

5 Id. 

6 See generally Moohr, supra note 1. 

7 Tracy Robinson, Establishing a Web Presence, available at 

http://www.ncsconline.org/D_Tech/CTC/Scholarship/CTC7IntTec2Scholar.htm (Jul. 1999) 

(explaining how almost any item is available for purchase on eBay.com). 
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Additionally, online auction houses have altered the way most people think about not only 

computers generally, but also the Internet.8  Today, trading on the Internet has become a 

everyday occurrence.9  Millions of people are going online to chat with friends, find goods, 

check prices and most of all make transactions.10   

The biggest concern faced by the growth of the use of online auction houses is the 

growing amount of fraud that accompanies it.11  Fraud is at the top of the list of thousands of 

complaints by customers of online auctions houses received annually by the Federal Trade 

Commission (FTC).12  Trademark infringement and counterfeiting in the United States exceeds 

$200 billion annually.13 The consequences of counterfeiting include people losing jobs, a loss in 

                                                
8 See RONALD J. MANN & JANE K. WINN, ELECTRONIC COMMERCE 277 (2002).  The service eBay 

has created has proven so successful that the way many people think has been changed. See id. 

9 Psst, Wanna Buy a Cheap Bracelet?, Economist, supra note 3. 

10 Id. 

11 See generally MANN & WINN, supra note 8; see also James Snyder, Note, Online Auction 

Fraud: Are the Auction Houses Doing All They Should or Could to Stop Online Fraud?, 52 FED. 

COMM. L.J. 453, 454 (2000). 

12 See Federal Trade Commission, A Positive Agenda for Consumers: The FTC Year in Review 

18 (Apr. 2003), available at http://www.ftc.gov/reports/aba/gpra2003.pdf. The Federal Trade 

Commission found online auctions to be the number two on its list of top 10 places of consumer 

fraud complaints. See Bobelian, supra note 3. 

13 See generally Tiffany (NJ) Inc. v. EBay Inc., 04 Civ. 4607 (S.D.N.Y. Oct. 14, 2004) (First 

Amended Complaint);  see also Buying Fake Goods, supra note 2.  The FBI estimates American 
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tax revenue, and an increase in prices on legitimate goods.14  Overall, the sale of counterfeit 

goods on the Internet amounts to more than $30 billion dollars worldwide.15  Additionally, it 

represents roughly ten percent of the total counterfeit market.16  The FTC views a website as a 

business and prohibits online auction houses from unfair and deceptive trade practices.17  The 

FTC will intervene when a website does not adhere to the privacy policy that is set out on its 

own website.18 

The first online auction house was eBay, created in 1995, and it remains not only the 

largest, but also the most successful.19  It has been estimated to have over 90 percent of the 

market for this kind of service.20  In 2003, eBay had approximately 95 million users that bought 

and sold about 971 million items.21   

                                                                                                                                                       
businesses lose 200 billion dollars each year because of fake goods and the consumer ends up 

paying for it.  Id. 

14 Buying Fake Goods, supra note 2. 

15 See generally First Amended Complaint, supra note 13; see also Buying Fake Goods, supra 

note 2. 

16 See Buying Fake Goods, supra note 2. 
 
17 See Federal Trade Commission, Going, Going, Gone…When Online Auction Users Lose Out 

Phony Payment and Escrow Services, available at 

http://www.ftc.gov/bcp/conline/features/onlauctions.html (Apr. 2003). 

18 Id.  

19 See MANN & WINN, supra note 8, at 283. 

20 See id.   

21 Bobelian, supra note 3.  



  Page 5 of 73 

EBay, however, was not originally proactive in monitoring the sale of counterfeit goods 

at its venue.22  Throughout the years, eBay has become proactive, but still holds itself out to be 

merely an interactive service provider (ISP) and not a seller responsible for the items sold on its 

site.23  EBay holds strong to the notion that “it is only a venue for third parties to buy and sell 

merchandise, and that it is not an auction house.”24  Additionally, eBay requires that 

manufacturers scan the eBay site to ensure that goods being sold bearing the manufacturers name 

are authentic.25  If the goods are not genuine, eBay requires that the manufacturer report it and 

eBay will then ban the auction containing the fraudulent goods.26   

This note will propose holding eBay responsible for the sale of fraudulent goods on its 

website under intellectual property laws.  Additionally, this note will propose that the expensive 

and time-consuming job of protecting its own name should be taken away from the 

manufacturer.  First this note will review the background information necessary to understand 

                                                
22 See generally Krysten Crawford, EBay’s Risky Bid: The Auctioneer Patrols it’s Web Site for 

Fraud, But Says it’s Not Responsible for Wrongdoing, Legal Intelligencer 15 (April 24, 2002).  

23 See Peter Scher, California Judge Finds eBay Immune under CDA, 17 NO. 7 E-COMMERCE L. 

& STRATEGY 10 (2000). 

24 E-Commerce Law Report, News and Views, 4 NO. 8 E-COMMERCE L. REP. 15 (2002).  EBay 

defends against fraud through its feedback system, in which buyers and sellers rate each other 

publicly.  Bobelian, supra note 3. EBay allows companies to shut down sellers they say are 

violating their intellectual property rights and also removes auction listings that are in obvious 

violation of intellectual property laws.  Id. 

25 See Bobelian, supra note 3.  

26 See id.  
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the sale of goods on the Internet.27  Additionally, the background of the buying and selling of 

goods in the modern world will discuss the UCC and electronic transfers under the UCC,28 as 

well as traditional auctions and traditional auctioneer liability.29 Also, the background section 

will discuss eBay30 and the excessive fraud that has naturally stemmed from it.31   

Next, the analysis section32 will explain the current immunity statute that allows an ISP to 

escape liability.33  This note will then examine how the immunity statute does not bar the 

liability of online auction houses under Intellectual Property law,34 and how liability can, and 

should, be imposed under trademark law.35  A current pending case, Tiffany Inc. (NJ) v. eBay36 is 

examined at length to provide an example of how a plaintiff brings a cause of action under 

trademark law.37  

                                                
27 See discussion infra Part II. 
 
28 See discussion infra Part II.A. 
 
29 See discussion infra Parts II.B.I. and II.B.II. 
 
30 See discussion infra Part II.C. 
 
31 See discussion infra Part II.D. 
 
32 See discussion infra Part III. 

33 See discussion infra Part III.A. 
 
34 See discussion infra Part III.B. 

35 See discussion infra Parts III.B.1, III.B.2. 

36 04 Civ. 4607 (S.D.N.Y. Oct. 14, 2004) 
 
37 See discussion infra Part III.C;  see also Bobelian, supra note 3. 
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The conclusion section will argue that online auction houses, not the manufacturers, 

should bear responsibility to authenticate the goods that are sold on its website.38  EBay knows 

that there is massive fraudulent activity taking place and is facilitating the sale of counterfeit 

goods while collecting a profit.39  Consequently, the manufacturers are suffering because their 

reputation is being diminished and they should be able to hold eBay accountable under 

trademark law.40 

II.! THE BUYING AND SELLING OF GOODS IN THE MODERN WORLD 

This section will sketch an overview of the Uniform Commercial Code (UCC),41 

traditional auctions,42 and traditional auctioneer liability. As opposed to the well-settled law of 

traditional auctions, the law regarding liability of online auction houses falls is not clear and is 

                                                
38 See discussion infra Part IV. 

39 See Joseph J. Berghammer, The New (Electronic) Street for Counterfeiting, available at 

http://www.bannerwitcoff.com/articles/TiffanyveBay.pdf (2004); see also Bob Sullivan, EBay 

fights its toughest legal battle, available at http://www.msnbc.msn.com/id/603000 (Sept. 21, 

2004). 

40 Cathleen Flahardy, Tiffany & Co. Cracks Down on EBay Counterfeiters; Kate Spade and 

Prada Join Fight to Protect Their Brands, Corporate Legal Times, available at 

http://http://www.coleman-firm.com/364.cltlayout1.pdf (Sept. 2004); see also Bobelian, supra 

note 3. 

41 CHARLES BUNN, LL.B, ET. AL., AN INTRODUCTION TO THE UNIFORM COMMERCIAL CODE 1 

(1964).   

42 MANN & WINN, supra note 8, at 277-78. 
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constantly changing.43  Finally, this section will look at the biggest problem that online auction 

houses face today— the amount of fraud that accompanies Internet transactions.44 

A.! The UCC and Electronic Transactions 

 Contract law is primarily derived from the common law, as well as statutory law–such as 

the UCC.45  Moreover, there was a lack of uniformity among the states that dealt with commerce 

and therefore the creation of some sort of uniformity was necessary.46 

The three fold purpose of the UCC is outlined in section 1-102 of the code: “(a) to 

simply, clarify and modernize the law governing commercial transactions; (b) to permit the 

                                                
43 See id at 277. 

44 Id. 

45 MARGARET C. JASPER, THE LAW OF BUYING AND SELLING 3 (1996).  Before 1890, the 

commercial law in the United States was predominately governed by the common law, while 

federal law was silent and statutory provisions were non-existent. See BUNN, LL.B, ET. AL., supra 

note 41. 

46 See BUNN, LL.B, ET. AL., supra note 41, at 1.  A committee was created by the American Bar 

Association, the National Conference of Commissioners on Uniform State Laws (NCCUSL), 

which soon became an independent body created to reduce and eliminate the state-by-state 

differences in many areas of law.  See id. Due to the growing ease of travel and increased 

reliability of communication, the amount of transactions multiplied beyond imagination and 

there was a growing need for a series of uniform state laws.  See id. By the 1930s, the NCCUSL 

decided that due to the changing times, there was a need for “a single articulated Code covering 

the whole Commercial Law.”  Id. 
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continued expansion of commercial practices through custom, usage and agreement of the 

parties; and (c) to make uniform the law among various jurisdictions.”47  

Article 2 of the Uniform Commercial Code governs transactions that involve the buying 

and se lling of goods,48 as opposed to “transactions in real estate, service contracts or 

intangibles.”49  Transactions in goods are defined as “all things … which are movable at the time 

of identification to the contract for sale.”50  Additionally, Article 1 provides important general 

rules and definitions for the entire UCC.51  The overall general purpose of the UCC is to 

“facilitate the on-going commerce of the country, which is greatly depended on.”52  It was 

                                                
47 Id. at  4.  Through this, the drafters made commercial contracting more efficient.  See id. This 

efficiency was dictated not only by a reduction in costs by “eschewing reliance on formalistic 

and legalistic common law contract rules,” but also by the understanding that “parties are best 

suited to determine their agreement and the law should honor that agreement.” See generally 

O’Rourke, supra note 1, at 638. 

48 See id.  Goods, which includes tangible personal property, means “all things . . . which are 

movable at the time of identification to the contract for sale.”   Id. at 647. 

49 CHARLES BUNN, LL.B, ET. AL., supra note 41, at 21; FRANCIS J. MOOTZ III ET. AL., 

COMMERCIAL CONTRACTING: SALES, LEASES, AND COMPUTER  INFORMATION  1 (2004).  

50 O’Rourke, supra note 1, at 647 (quoting U.C.C.§ 2-105 (1) (1998)).  The sale is the passing of 

title from the seller to the buyer for a price. Id. 

51 See FRANCIS J. MOOTZ III ET. AL., supra note 49, at 1. 

52 CHARLES BUNN, LL.B, ET. AL., supra note 41, at 4. 
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designed to provide “default” rules in the absence of agreement for commercial transactions 

between merchants,53 and allow for flexibility in consumer law.54    

The UCC allows for flexibility with the changing times; however, in the recent years it 

has faced many obstacles that block uniformity.55  “Mandatory rules do not allow the type of 

flexibility that has permitted the Code to adapt to changing circumstances for so long without 

wholesale amendment.”56  The UCC has historically played the central role to create uniformity 

in the law governing conventional commerce, but it, as well as the common law, do not resolve 

all the issues which could possibly arise relating to the sale of goods with the changing times, for 

example the sale of goods on the Internet.57   

Both federal and state laws recognize the need to adjust relevant law to account for the 

growth in Internet commerce.58  Although Article 2 is a “codification of sales law, it is a ‘code’ 

that invites common law methodology to ensure that legal rules do not interfere with the natural 

                                                
53 See FRED H. MILLER & CINDY D. HASTIE, THE ABCS OF THE UCC 1 (1999). 

54 Id. at 1-2. The basic tenet of the code is the concept of freedom of contract. See id. at 1. The 

parties involved in a contract can make their own bargain by “contracting around most of the 

statutory rules or simply opt to rely on these default rules as the terms of their contract. See 

O’Rourke, supra note 1, at 646-47. 

55 See generally O’Rourke, supra note 1. 

56 MILLER & HASTIE, supra note 53, at 2. 

57 See CHARLES BUNN, LL., ET. AL., supra note 41, at 21; FRANCIS J. MOOTZ III ET. AL., supra note 

49, at 3. 

58 See O’Rourke, supra note 1, at 643. 
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growth and development of commerce.”59   Electronic transactions have been added to Article 2 

to make clear that it is the controlling law for all transactions of goods, including those of 

electronic sales.60  Additionally, the flexibility inherent in Article 2 can lead to considerable 

uncertainty surrounding various fundamental issues of contract law.61   

B.! Traditional Auctions and Traditional Auctioneer Liability 

1.! General Auctions 

An auction is most commonly defined as “a public sale by competitive bidding to the 

highest bidder.”62 The sale of goods, at a traditional auction, is governed in every jurisdiction by 

the UCC.63  The UCC codifies the general common law rule that an auctioneer merely invites 

offers, yet it also recognizes that the auctioneer may make himself the offeror, which is a 

promise on his part to sell to the highest bidder.64   

 

 

 

                                                
59 MOOTZ III ET. AL., supra note 49, at 2-3. 

60 See HENRY DEEB GABRIEL ET. AL., 2003 AMENDMENTS TO UNIFORM COMMERCIAL CODE 

ARTICLE 2- Sales 1 (2003). 

61 See Robert W. Hahn & Anne Layne-Farrar, An Economic Assessment of UCITA 17, available 

at http://www.aei.brookings.org/admin/authorpdfs/page.php?id=124 (Nov. 9, 2001). 

62 David C. Minnerman, Annotation, Auction Sales Under UCC §  2-328, 44 A.L.R.4TH 110, 116 

(2002).   

63 See Richard A. Lord, Chapter 4. Offers, 1 Williston on Contracts § 4:9 (4th ed. 2004) 

64 See id. 
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The essence of an auction is the notion of competitive bidding,65 which involves “the 

auctioneer”66 soliciting a succession of increasing bids until the highest bid is finally accepted 

and a contract is formed between the bidder and the seller.67  Acceptance is usually recognized 

“by the ‘fall of the hammer’,” codified in Section 2-328(2) of the UCC, or a different customary 

signal to indict that the sale is complete.68   

The bidder may retract his bid until the hammer falls,69 and an auctioneer can withdraw 

an article offered for sale, until he announces the sale to be compete or if the sale was advertised 

or announced as without reserve.70  The seller can therefore set a minimum price for the item, 

                                                
65 See MANN & WINN, supra note 8, at 278.  “There is no formal or prescribed mode of 

bidding…a bid may be made by words spoken aloud or put in writing, by a wink or a nod, or by 

any other reasonable manner to communicate a willingness to pay a particular price.”  Id. 

66 Id. at 279.  Almost every state in the United States has laws that regulate the activities of 

auctions. Id.  Most states require auctioneers to obtain a license before conducting auctions. Id. 

67 Minnerman, supra note 62, at 116; see also MANN & WINN, supra note 8, at 279.   

68 Minnerman, supra note 62, at 116.  “It has been held that the meaning of the phrase ‘in other 

customary manner is limited to alternative modes that an auctioneer uses to accept the highest 

bid, for example, saying ‘sold’ or ‘going, going, gone’….” Id.;  see also MANN & WINN, supra 

note 8, at 277.  Acceptance of a bid is denoted by the fall of the hammer or by any other audible 

or visible means. Id. 

69 See Lord, supra note 63. 

70 Id.  If a sale has been advertised or announced to be without reserve, the property may not be 

withdrawn after it has been put up and a bid has been made.  Id.  
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before the auction begins, also known as the “reserve.”71  If the sale is “with reserve” the seller 

can remove the item from the auction anytime before the completion of the sale, but if the 

auction is “without reserve” the seller is not permitted to withdraw the item once bidding has 

begun.72  Moreover, when dealing with tangible goods, the UCC provides that an auction “is 

with reserve unless the goods are in explicit terms put up without reserve.”73   

Moreover, as a matter of law, even though payment has not been made, the sale is 

complete when one offer is ultimately accepted.74  The auctioneer, acting on behalf of the buyer 

and the seller, creates a memorandum of sale that meets the Statute of Frauds.75 The auctioneer 

usually earns a percentage of the price the item is sold for, while complying with “a duty of 

ordinary skill and care.”76 

                                                
71 MANN & WINN, supra note 8, at 278.  “The reserve is a minimum price…below which the 

property will not be sold.” Id.  The seller may set a reserve price before the sale, which means 

that no sale will take place unless the auctioneer receives a bid above that price. Id. 

72 Id.; see also Lord, supra note 63.  The auctioneer can withdraw the goods up until the he calls 

for bids or can withdraw bids for subsequent separate parts that require different contracts, even 

though he can not withdraw a lot in which the bidding has already begun. Id. 

73 U.C.C. § 2-328(3) (1998); MANN & WINN, supra note 8, at 278.  “If the sale is without reserve 

and the seller fails to turn over the property to the highest bidder after the auction, the buyer has 

a right of specific performance or may recover damages for breach of contract.” Id. 

74 Minnerman, supra note 62, at 116. 

75 See MANN & WINN, supra note 8, at 278. 

76 Id. 
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An auction’s general rules can be varied by agreement and dependent circumstances.77  

The owner of the item to be sold at the auction generally sets the terms and conditions.78  The 

auctioneer, acting as the seller’s agent, is bound by those terms and conditions.79  The auctioneer 

must announce the rules prior the commencement of the auction by following the custom of a 

particular location or advertising in such a way that dictates the rules that will be followed.80  A 

bidder’s ignorance to the rules that govern a particular auction is no excuse since they are “terms 

which he should reasonably understand to exist or which he should have ascertained.”81  Unusual 

terms could render this rule inapplicable.82 

An additional norm for traditional auctions is that the “prospective buyers are usually 

given an opportunity to examine the items for sale beforehand.”83  This benefit permits the buyer 

to “evaluate the property to be auctioned and determine what a reasonable price would be to bid 

at the auction.”84  Once the auction for an item is complete, the buyer and seller are the 

“promissor and promisee in an executory contract of sale.”85 

                                                
77 MILLER & HASTIE, supra note 53, at 1-2; see also Lord, supra note 63. 

78 See MANN & WINN, supra note 8, at 278. 

79 See id.  

80 See generally Lord, supra note 63.  The advertisement, announcement or custom will be 

operative, and the parties will be governed thereby. Id. 

81 Id. 

82 See id. (Such as misrepresentation or fraud on the part of the auctioneer.) 

83 MANN & WINN, supra note 8, at 278. 

84 Id. 

85 Id. 
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2.! Traditional Auctioneer Liability 

As a general rule, when the auctioneer has announced the completion of a contract, he is 

then personally liable upon it, unless prior to its formation he disclosed the principal for whom 

he was acting.86  “The business of an auctioneer is essentially a private one … his authority to 

conduct a particular sale is derived from the person whose property he undertakes to sell.”87  

Therefore, the auctioneer is generally the agent of the seller and his rights and liabilities are 

governed by the principles of the law of agency.88  Consequently, an auctioneer who fully 

discloses his principal is not liable to the buyer.89   

                                                
86 W. M. Moldoff, Annotation, Liability of Auctioneer or Clerk to Buyer as to Title, Condition, 

or Quality of Property Sold, 80 A.L.R.2D 1237, 1238 (2004).   

87 Id. 

88 Id. An auctioneer is not liable to a buyer for a defect in title to the property sold at auction, 

where at the time of sale the auctioneer has disclosed the name of his principal. Id.  It has been 

held that an auctioneer’s asking the apparent owner to step forward and to identify himself to the 

prospective buyers … is sufficient disclosure of the principal so as to relieve the auctioneer from 

liability.”  See generally Mercer v. Leihy, 102 N.W. 972 (1905); Pasley v. Rop, 334 S.W.2d 254, 

257 (1960) (holding that the auctioneer should not bear the loss resulting form the sale of stolen 

cattle). 

89 W. M. Moldoff, supra note 86, at 1249.   
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A great amount of case law exists, which determines that when an auctioneer’s principal 

is adequately disclosed, he is not liable,90 while he is liable when he fails to disclose his 

principal.91  If an auctioneer does not divulge his principal, he will then be considered the vendor 

himself.92  However, it may be impractical or burdensome for the auctioneer to disclose his 

principals, especially where there are a large number of them.93 While an agent, an auctioneer 

can also choose to pledge his own responsibility, by personally contracting with the buyer, 

thereby making him liable to the purchaser for any defect because of this personal warranty.94   

                                                
90  See Chambers v. Kennington, 796 So. 2d 733 (La. Ct. App. 2001); see also U.C.C. § 2-328 

(1998); Minnerman, supra note 62, at 121; See W. M. Moldoff, supra note 86, at 1238-1239; 

Lord, supra note 63 (stating that an auctioneer is not liable when the principal is disclosed). 

91  See 3 AM . JUR. 2D  Auctions and Auctioneers § 31:53 (1964); 5 AM . JUR. 2D Auctions § 8; 2 

AM . JUR. 2D  Agency § 404; 46 AM . JUR. 2D  Sales  §403; U.C.C. §2-328 (1998); Minnerman, 

supra note 62, at 121-23; Lord, supra note 63; W. M. Moldoff, supra note 86, at 1238 (stating 

that an auctioneer is liable when the principal is not disclosed.).  

92 W. M. Moldoff, supra note 86, at 1250. 

93 See id. 

94 Id.  
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C.! EBay— “The World’s Largest Online Marketplace”95 

As opposed to the well-settled law of traditional auction houses governed by the state and 

local governments, the law regarding online auction houses falls within the gray area and is 

constantly changing.96  Internet auction sites “provide a forum for … transactions to occur.”97  

These transactions allow sellers to post their item to be viewed by millions of people and allow 

buyers to purchase hard-to-find items and/or items at discounted prices.98   

The first consumer-to-consumer online auction house, eBay, was created in 1995.99  As 

of 2000, more than $5 billion in transactions occurred using the eBay site.100  As of 2001, eBay 

had 30 million registered users and offered 6 million items for sale.101  As of March 2003,  “eBay 

                                                
95 See eBay, available at www.eBay.com.  EBay provides a service, which allows its member 

sellers to sell items to member buyers. See How to Sell, available at 

http://pages.ebay.com/help/newtoebay/sell.html. EBay promotes itself as the “world's largest 

online community of buyers and sellers.” See Getting Started, available at 

http://pages.ebay.com/help/newtoebay/getting-started.html.  

96 See MANN & WINN, supra note 8, at 277. There is remarkably little existing law that applies 

specifically to the rights and obligations of parties offering or using online auction services. Id. 

97 Lori L. Jones, The Online Copyright Auction: How High Will the Bidding Go?,  2 J. HIGH 

TECH. L. 45 (2003). 

98 See Internet Fraud Complaint Center, Internet Auction Fraud 5, available at 

http://www.ifccfbi.gov/strategy/AuctionFraudReport.pdf (May 2001). 

99 See MANN & WINN, supra note 8, at 283. 

100 See id. 

101 See id. 
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added approximately one million new goods or services to its database, servicing approximately 

42.4 millions users” globally.102  Additionally, eBay now offers 4,700 different categories of 

goods, giving users “easy access to engage in economic commerce.”103  The service eBay offers 

has proven so successful that it has changed the way many people think.104  The California-based 

provider is quickly expanding abroad–it has recently entered China and India.105  Even though 

eBay is the most visible, successful and eclectic online auction house, there are also many others 

that are popular.106 

Ebay says it does not have an obligation to prevent fraud and cannot be held responsible 

for verifying the items being sold on its site.107  Additionally, eBay insists that it has more than 

one hundred million users that are registered and makes their trading histories public in order to 

prevent fraudulent transactions.108   

                                                
102 Jones, supra note 97, at 46. 

103 Id. at 45. 

104 MANN & WINN, supra note 8, at 277. 

105 See International Sales Boost EBay, BBC News, available at 

http://news.bbc.co.uk/1/hi/business/3915495.stm (Jul. 21, 2004). 

106 MANN & WINN, supra note 8, at 277; see also Online Auction Guide, available at 

http://www.ftpplanet.com/auction/auction_sites.htm and 

http://zeal.com/category/preview.jhtml?cid=278524 (last visited Apr. 9, 2005). 

107 See Flahardy, supra note 40. 

108 Psst, Wanna Buy a Cheap Bracelet?, supra note 3. 
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One way eBay bans auctions that contain fraudulent goods is through its system of 

takedown notices.109  Approximately 10,000 takedown notices are exchanged monthly between 

firms and eBay.110   These have become so common on this site that GenuOne Inc. was created 

to help protect brand names on eBay.111  It uses a certain kind of technology to allow 

manufacturers to comb through eBay’s database to search for trademark problems.112  When 

such problems arise, it automates delivery of takedown notices to eBay.113  Additionally, eBay 

also polices its website and removes suspicious or illegal listing to help companies protect their 

brands.114  It provides various services, such as the daily monitoring of specific auctions and, 

also suspends repeat offenders.115  EBay does this through the Verified Rights Owner (VeRO) 

program.116   

However, manufacturers end up doing all the work and spend thousands of dollars each 

month, searching the eBay auctions through keywords and report suspected counterfeiters to 

eBay.117  EBay refuses to use a blanket removal system even though fraud is rampant.118    

                                                
109 Id. 

110 Id. 

111 Id. 

112 Id. 

113 Bobelian, supra note 3. 

114 See Sullivan, supra note 39. 

115 Bobelian, supra note 3. 

116 Flahardy, supra note 41. 

117 Id.  
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As an online service provider (OSP) that offers users a venue to buy, sell and trade items, 

eBay does not directly participate in sale of the item (as indicated by the eBay User 

Agreement),119 as opposed to the traditional auctioneer.120 Additionally, eBay’s sellers pay for 

the listing service, but there are no fees charged to join or bid in the auctions.121  For most of the 

items sold, sellers agree to pay a nominal fee to list the item in an auction, and then pay 1.25-5 

percent of the amount of the sale to eBay, if the auction is successful.122   

Generally, practical rules are developed by OSPs to govern how users sell goods and the 

process of placing a bid on its site.123  This is due to the variety of potential legal pitfalls that 

                                                                                                                                                       
118 Bobelian, supra note 3.  Through using a blanket removal system, eBay would scan its 

website to locate fraudulent goods and then automatically remove those goods from its auction 

site.  See id. 

119 See Jones, supra note 97, at 46; see also MANN & WINN, supra note 8, at 283. 

Although we are commonly referred to as an online auction web site, it is important 
to realize that we are not a traditional “auctioneer.”  Instead, our site acts a as a 
venue to allow anyone to offer, sell and buy just about anything, at anytime, from 
anywhere, in a variety of formats, including a fixed price format and an auction –
style format commonly referred to as an “online auction.”  We are not involved in 
the actual transaction between buyers and sellers.  As a result, we have no control 
over the quality, safety or legality of the items advertised, the truth or accuracy of 
the listings, the ability of sellers to sell items or the ability of buyers to buy items.  
We cannot ensure that a buyer or a seller will actually complete a transaction. 

 
Id. 
 
120 See Jones, supra note 97, at 46; see supra section II.B.2. 

121 See MANN & WINN, supra note 8, at 283. 

122 See id.  

123 See Gregory S. & Johanna L. Werbach, Going, Going, Gone Legal Issues to Ponder in 

Running Online Auctions, 5 No. 10 MMEDWST 1 (July, 1999).  
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need to be considered in order to run an online auction.124  On eBay, in order to buy or sell 

goods, an individual must join the eBay “community.”125  Registration is required that allows the 

online server to collect information from both bidders and sellers before they are allowed to 

participate.126  EBay uses a “series of click through agreements to govern its rights and 

obligations and the rights and obligations of ‘members’ of its ‘community.’”127  Members that 

violate any of eBay’s policies will be suspended if detected.128  Once a registered “member” 

completes the “legal eddice of click through agreements,”129 they can choose a screen name in 

order to interact and participate.130   

EBay offers a proxy bidding system or a fixed marketplace method.131  The proxy 

bidding system allows eBay to make bids on behalf of a registered consumer “in minimum 

                                                
124 See id.  

125 MANN & WINN, supra note 8, at 283. 

126 See Shatan & Werbeck, supra note 123, at 1. 

127 MANN & WINN, supra note 8, at 277. 

128 See id. at 283. 

129 Id. at 277. 

130 See Jones, supra note 97, at 47. 

131 MANN & WINN, supra note 8, at 283. 

When an item is listed for sale, the vendor sets a starting price for the auction and a 
time for the auction to end, and is given the option to set a reserve price.  The eBay 
system determines the minimum increments for bids based on the starting price…If 
a member wishes to bid on the item, that person indicates the highest price that it is 
willing to pay. 
 

Id. 
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increments until the bidder has either submitted the high bid, or is outbid by another bidder.”132  

In addition to the proxy system auction function, eBay offers the option of a “fixed marketplace 

method” in which members can “choose to sell or purchase goods or services at a fixed price.”133   

When an auction for a particular item or service is complete, eBay emails both the seller 

and the highest bidder, revealing the identities of both parties.134  EBay, without directly 

participating, then requires that the auction winner and seller contact each another within three 

days to make the appropriate exchange and arrange payment/shipping method.135  The user 

agreement, which a member agrees to upon initial registration for eBay, makes them bound to 

perform on the resulting contract if that bid turns out to be the highest bid.136   

EBay then retains a listing fee, as well as a percentage of the final sale.137  Various 

auction services are also made available by eBay, which include a feedback forum,138 third-party 

                                                
132 Id. at 284. 

133 Jones, supra note 97; see also MANN & WINN, supra note 8, at 284.  “EBay has diversified 

into various forms of fixed-price sales” where “vendors are permitted to list items for 

competitive bidding with a ‘buy it now’ price, that if selected, ends the bidding.”  Id. 

134 See Jones, supra note 97, at 47. 

135 See MANN & WINN, supra note 8, at 284. 

136 Id. at 285. 

137 See Shatan & Werbeck, supra note 123. 

138 MANN & WINN, supra note 8, at 281.  The eBay site provides “a feedback mechanism through 

which registrants can provide post-transaction commentary about other uses.” Id.  However, the 

problem of unreliability in the commentary system is high because “the seller is an unknown 
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authentication services,139 payment processing services,140 third-party escrow services,141 third-

party dispute-resolution services142 and fraud protection insurance.143  

                                                                                                                                                       
individual rather than an auctioneer and where the goods are not present in the sight of the buyer 

at the time of the bid.” Id. 

139 See id. at 284. “Due to serious problems of forged or fraudulent collectibles, eBay provides 

information about third-party authentication services that examine goods offered for sale and 

provide…an independent assessment of the seller’s claims.” Id. 

140 See id. at 285.  The person-to-person payment service, Pay Pal, emerged to “meet the need of 

EBay buyers and sellers unhappy with the inconvenience and delay caused by paying by check 

or money order.   Id.  Billpoint was formed by eBay for its own online payment processing 

service, which ultimately competing with Pay Pal. Id.  

141 See Shatan & Werbeck, supra note 123.  An escrow service is an intermediary between buyer 

and seller which collects the payment from the bidder but will not release it to the seller until the 

bidder confirms delivery.  Id.; see also  MANN & WINN, supra note 8, at 285.  For expensive 

items, prospective purchasers “may ask that the items be placed in escrow.  Where after the 

purchase price is paid to the escrow agent, the item is shipped to the buyer.  If the buyer 

approves, the funds are released to the seller.” Id.  

142 See MANN & WINN, supra note 8, at 285.  EBay has hired a dispute-resolution service which 

helps members resolve disputes. Id.  

143 See id.  EBay offers its members without charge coverage of up to $200, with a $25 

deductible, for documented instances of fraud.  See eBay Standard Purchase Protection Program 

- Coverage & Eligibility, available at http://pages.ebay.com/help/tp/esppp-coverage-

eligibility.html.   



  Page 24 of 73 

Additionally, eBay sticks to its legal strategy that it does not buy goods to sell on its 

website, like a retailer normally would, nor does it organize the individual sales or write the 

catalogue, as an offline auctioneer normally would.144  Since eBay sellers write their own 

descriptions, set their own prices, establish their own terms and collect the money from their own 

sales—eBay holds that it should not be liable for what activity takes place on its website.145  

However, it must be kept in mind that these sellers are paying eBay a fee for its services and 

therefore eBay is profiting off the possible bad faith of its sellers.146   

D.! The Problem: Internet Auction Fraud  

The biggest problem that online auction houses face today is the growing volume of fraud 

that is increasing simultaneously with the amount of Internet transactions.147  It is difficult for 

Internet users to “distinguish [between] genuine sources of information … [and] fraudulent 

sources, creating a fertile environment for all kinds of Internet fraud.”148  According to the 

                                                
144 Psst, Wanna Buy a Cheap Bracelet?, supra note 3. 

145 Id. 

146 Id. 

147 See generally MANN & WINN, supra note 8, at 277; see also Internet Fraud Complaint Center, 

supra note 98.  Online auctions give perpetrators another avenue to perpetrate fraud.  Id.; see 

also Snyder, supra note 11, at 454. 

148 Miriam R. Albert, E-Buyer Beware: Why Online Auction Fraud Should be Regulated, 39 AM. 

BUS. L. J. 575, 579  (2002). 
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Internet Fraud Complaint Center (IFCC),149 the “number of complaints filed during the year of 

2002 equaled 75,063, which is a 67% increase over 2001, when 49,957 complaints were 

received.”150  Additionally, this report found that “during 2002, Internet auction fraud was by far 

the most reported offense, comprising 46.1% of referred fraud complaints.”151   

In general, fraud takes place when one party to a contract knowingly lies about an 

important fact to the other party who reasonably relies on those lies and suffers damages as a 

result.152  Under common law, a party is required to prove: 1) a false representation, usually of 

fact; 2) reliance on the representation by the plaintiff, 3) damage or harm resulting from the 

reliance; 4) the defendant’s knowledge of the falsity of the representation; and 5) defendant’s 

intentional misrepresentation in order to gain reliance.153  “Common-law fraud always is a 

possible remedy in a consumer transaction and, if established, may also be a basis for punitive or 

exemplary damages.”154 

                                                
149 See generally Internet Fraud Complaint Center, supra note 98.  An Internet Fraud Report is 

annually filed by the IFCC detailing “the information on complaints received and referred by 

IFCC to law enforcement or regulatory agencies for appropriate action.”  Id. 

150 Id. at 3.   

151 Id. at 5.  (which increased by 7.7% from 2001). 

152 See Mark R. Simmons, CIA CFE, Recognizing the Elements of Fraud, available at 

http://www.dartmouth.edu/~msimmons/fraud-investigation/fraudwww.htm (1995).  

153 JASPER, supra note 45, at 49. 

154 MILLER & HASTIE, supra note 53, at 81. 
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Internet auction fraud can be perpetrated either during the bidding process or after the 

close of the auction.155  The most notorious ways to commit such fraud are “non-delivery,156 

misrepresentation,157 triangulation,158 fee stacking,159 black-market goods,160 multiple bidding,161 

and shill bidding.162”  

                                                
155 See Snyder, supra note 11, at 457. “[I]nternet auction fraud is perpetrated several ways, but 

most entail non-delivery of the purchased item.” Internet Fraud Complaint Center, supra note 98, 

at 6. 

156 Internet Fraud Complaint Center, supra note 98, at 6.  Non-delivery takes place when the 

seller places a bid up for sale on an online auction house when there is no item at all or when the 

buyer pays the seller for the item only to find that the item is never received. Id.  

157 Id.  Misrepresentation is when the “seller’s purpose is to deceive the buyer as to the true value 

of an item.”  Id.  The seller in misrepresenting the item can “list false information about the item 

that is up for bid…using pictures that are not the actual picture of the item up for bid [or]…might 

alter the picture after it is taken to make the item appear in better condition than it really is.” Id.   

158 Id. Triangulation involves three parties: the perpetrator, a consumer and an online entity, 

where the perpetrator buys items from a merchant online, using stolen credit cards. Id.  

159 Id.  Fee-staking involves the “seller adding hidden charges to the item after the auction is over 

to obtain more money” usually in “separate charges for postage, handling and shipping 

container.”  Id. 

160 Id. Black-market goods include “copied software, music CD’s, videos, etc., which are 

delivered without a box, warranty or instructions.  Id. 

161 Id.  Multiple bidding can be used to buy an item at a lower price by placing multiple bids on 

the same item using different aliases.  Id.  This causes the price to escalate, which scares off 
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In general, it is always difficult to locate the fraudulent seller or buyer and therefore 

criminal prosecution and civil actions are often ineffective to protect the consumers.163  The 

ratings systems used by eBay to combat fraud are “vulnerable to manipulation by unscrupulous 

parties” who can register under fake names, post “positive feedback on themselves…or may 

work with other individuals to inflate each other’s positive ratings.”164  EBay warns its customers 

about users that have been suspended for fraudulent behavior and “shares information about 

alleged fraud with law enforcement agencies.”165 

                                                                                                                                                       
other potential buyers from bidding on that item.  Id.  Right before the closing of the auction, the 

same buyer withdraws their high bids, allowing them to purchase the item at the lower bid price.  

Id. 

162 Internet Fraud Complaint Center, supra note 98, at 6.  “Shill bidding is the intentional fake 

bidding by the seller to drive up the price of his/her own item that is up for bid.”  Id.  The sellers 

themselves (and/or someone associated with the seller) bids on the sellers items to drive up the 

price. Id. at 6-7. 

163 See MANN & WINN, supra note 8, at 281; Internet Fraud Complaint Center, supra note 98, at 

11.  One of the components of fraud committed via the Internet that makes investigation and 

prosecution difficult is that the offender and victim may be located hundreds or thousands of 

miles apart.  Id.  

164 MANN & WINN, supra note 8, at 281. This is believed to be the reason that online auctions 

have such a large percentage in the fraud figures. Nick Farrell, Online Auction Houses are Fraud 

hot beds, available at http://www.accountancyage.com/news/1128593 (Dec. 4, 2002). 

165 Nick Farrell, supra note 164. 
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There are many different items that are auctioned by sellers who commit fraud, but “six 

different major categories tend to appear more than others.”166  The six major categories include 

beanie babies, cameras/camcorders, desktop computers, jewelry, laptop computers, and video 

consoles/games/tapes.167 

III. ANALYSIS––CAN EBAY BE HELD LIABLE UNDER INTELLECUTAL 

PROPERTY (IP) LAW? 

There are numerous potential liabilities that business’ running a website could encounter–

trademark infringement, copyright infringement, defamation, indecent speech and false or 

deceptive advertising.168  Additionally, through just having a presence on the Internet, a business 

must comply with existing consumer laws, as well as certain regulations.169 Ebay claims 

immunity from third party fraudulent activities that take place on its website under both the 

Communications Decency Act (CDA) and the Digital Millennium Copyright Act (DMCA).170  

However, these provisions, which create immunity for ISPs, do not protect eBay from liability 

for the sale of fraudulent goods under IP laws.171   

                                                
166 Internet Fraud Complaint Center, supra note 98, at 7. 

167 Id. 

168 See MANN & WINN, supra note 8, at 283. 

169 See id.  

170 Sullivan, supra note 39. 
 
171 See Flahardy, supra note 40; see also Psst, Wanna Buy a Cheap Bracelet?, supra note 3; see 

also Bobelian, supra note 3. 



  Page 29 of 73 

EBay is not the new startup company that it was in the 1990s, with a lawless virtual 

frontier at its disposal.172  In the 1990s, eBay made up the rules as it went along and since then, it 

has sat back and watched while the law was being formed in its favor.173  EBay can no longer 

take this do-nothing approach today, due to the reality of less than honest bidders and sellers on 

the Internet.174  EBay needs to take responsibility for the fraudulent activity that it permits to 

occur and facilitates at its venue.175     

Due to it’s recent activist approach,176 eBay should maintain its reputation, as well as 

safeguard the reputation of the manufacturer’s products it sells.177  The active role eBay has 

taken in troubleshooting during the last few years, has opened it up to a potential Pandora’s box 

of legal woes.178 Through an active business approach, it has intentionally entered into this 

dangerous territory.179  EBay relies on the argument that it is not responsible for the goods, 

however it actively participates through directly advertising fraudulent goods on its website.180     

                                                
172 Psst, Wanna Buy a Cheap Bracelet?, supra note 3.  EBay’s risky bid—the auctioneer patrols 

its website for fraud but says its not responsible for wrongdoing.  Id. 

173 See generally Scher, supra note 23. 

174 Calkins, supra note 3. 

175 See Bobelian, supra note 3;  see also Flahardy, supra note 40. 
 
176 See Sullivan, supra note 39. 

177 See Bobelian, supra note 3. 

178 Id. 

179 See id. 

180 Bill Mann, EBay Faces Tiffany’s Wrath, available at 

http://www.fool.com/nes/commentary/2004/commentary040623bm.htm (Jun. 23, 2004). 
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Today, the gray area that eBay was operating in at the turn of the century is becoming 

clearer as time goes on.181  The more actively involved it is on its website increases eBay’s 

liability.182 The notion of the eBay “community”183 is at risk and it also needs to be upheld by 

eBay, even though liability should nevertheless stem from its active participation and the 

companies economic gain through increased activity.184   

Moreover, eBay should be held legally liable when it not only allows and knows of 

illegal activity by dishonest customers, but also when it promotes the illegal activity, and in turn 

makes a profit off of it.185  If eBay had not adopted such an active role in recent years and if it 

continues to take a hands-on approach, it will continue to open itself up to this potential risk of 

being liable.186 

                                                
181  See MANN & WINN, supra note 8, at 277.  
 
182 See Hard Rock v. Concession Services, Inc., 955 F.2d 1143, 1148 (7th Cir. 1992) (holding 

that that the flea market operator could be contributorily liable when he was willfully blind to the 

trademark violations of its vendor). 

183 MANN & WINN, supra note 8, at 277. 

184 See Hard Rock, 955 F.2d at 1148. 

185 See id. 

186 See Sullivan, supra note 39. 
 



  Page 31 of 73 

A.! Immunity Statutes–Safe Harbors for Internet Service Providers 

As premised above, eBay takes no responsibility for the illegal actions of its users.187  

Instead, eBay lets the burden fall on the manufacturers to police the eBay website and to report 

the sale of fraudulent goods to eBay.188  Additionally, eBay is legally immune from any claims 

of fraudulent activity under both the CDA189 and the DMCA.190  

The CDA, which was enacted in 1996, views online auction houses as ISPs and not 

merely sellers responsible for the items sold on its site.191  Under section 230 of the Uniform 

Code, the enactment of the CDA resolved two main questions.192  The first issue was whether an 

ISP could be deemed to have exercised sufficient editorial control, such that it could be deemed 

                                                
187 See discussion supra Part II.C.; see also Samantha Headley (Feanny), Online Auctioning: The 

Good, the Bad, and the Legalities, available at http://gsulaw.gsu.edu/lawand 

/papers/fa01/headley_feanny/ (Fall 2001). 

188 See id. 

189 See Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 (2000) (holding that eBay is immune under the 

CDA).  

The CDA states that [n]o provider or user of an interactive computer services shall 
be treated as the publisher or speaker of any information provided by another 
information content provider…[and] no cause of action may be brought and no 
liability may be imposed under any state or local law that is inconsistent with this 
section. 
 

47 U.S.C.A. § § 230 (c)(1), (e)(3) (2005); see also Headley (Feanny), supra note 187. 

190 See Headley (Feanny), supra note 187. 

191 See Scher, supra note 23. 

192 47 U.S.C.A. § 230 (2005). 
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the publisher of information posted on its website or online service?193  The second issue was 

whether an ISP could ever be held to the standard of distributor liability or was it exempt from 

all liability with respect to third party content, even when it had actual knowledge that the third 

party’s content was defamatory?194  This federal immunity provision195 “encourage[d] commerce 

over the Internet by ensuring that an ISP would not held responsible for how third parties use 

their services.”196   

The CDA created a safe harbor for all service providers, including eBay, and it reinforced 

the notion that it was merely an ISP and that it could not be responsible for the actions of others 

on its site.197  It created a near absolute immunity for an ISP with respect to the content, which 

originates by a third party.198  

This exemption was justified by the fact that if an ISP was held liable for actions by third 

party users, a chilling effect would occur because the ISP would then severely restrict its 

                                                
193 Id.  

194 Id. 

195 See generally Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 (2000).  Section 230 “creates a 

federal immunity to any state law cause of action that would hold computer service 

providers liable for information originating with a third party.” Id. 

196 Scher, supra note 23.  Lawsuits are barred that allege that service providers are liable because 

they exercise the publisher’s traditional editorial functions- such as deciding whether to publish, 

withdraw, postpone or alter content.  Zeran v. America Online, Inc., 129 F.3d 327, 332 (4th Cir. 

1997). 

197 See Headley (Feanny), supra note 187. 

198 See Doe v. America Online Inc., 783 So. 2d 1010, 1018 (Fla. 2001) 
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service.199  This would be contrary to Congress’s main purpose of removing disincentives to self-

regulate,200  because Americans rely on interactive media for a variety of “political, educational, 

cultural and entertainment services.”201   

The case of Stoner v. eBay, Inc.202 granted this federal immunity under the CDA.203  This 

case set forth a three-step test of what an ISP needed to establish in order to receive full 

immunity under the CDA204–(1) that it is an interactive computer service provider;205  (2) the 

interactive computer service provider was not an information content provider with respect to the 

undisputed activity;206 and (3) for an internet service provider to not be liable, the information in 

dispute needs to originate with a third-party user of the service.207     

                                                
199 See Headley (Feanny), supra note 187; see also Stoner v. Ebay Inc., 56 U.S.P.Q.2d 1852 

(2000).   

200 47 U.S.C.A. § 230(b)(2) (2005). “It is the policy of the United States … to preserve the 

vibrant and competitive market that presently exists for the Internet and other interactive 

computer services, unfettered by Federal or State regulation.”  Id;  see also Zeran, 129 F.3d at 

331. 

201 47 U.S.C.A. § 230 (a)(5)(2005).   

202 See 56 U.S.P.Q.2d 1852 (2000). 

203 See id. 

204 See id. 

205 See id.  

206 See id.  

207 See id.  
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If these three elements can be established, an ISP would then be immune from liability 

under the CDA.208   

In Stoner,209 the court held that eBay was an ISP and not an information content 

provider.210  In regards to the auctioned goods, the sellers created the description of the goods 

auctioned and eBay was in essence an innocent bystander.211  Additionally, the court found that 

eBay did not actively participate in its auctions, but advertised and promoted its services, for 

which it charged a fee for its use.212  Most importantly, the court reasoned in its holding that “the 

threat of liability for failing to monitor effectively would . . . deter companies . . . from making 

their services available as widely and as freely as possible.”213 

Consequently, many companies with copyright infringement claims became the victims 

and in 1998 Congress reacted with another provision, the DMCA.214  The DMCA provided for 

limited safe harbors for ISPs, which exculpated them from liability for a third party’s copyright 

infringement.215  The DMCA was created to protect “qualifying Internet service providers from 

liability for all monetary relief for direct, vicarious and contributory infringement.”216  The 

                                                
208 See Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 (2000). 

209 Id. 

210 See id.  

211 See id.  

212 See id.  

213 Id.  

214 17 U.S.C. § 512 (2005); see also Headley (Feanny), supra note 187. 

215 Headley (Feanny), supra note 187. 
 
216 17 U.S.C. § 512 (2005); see also Headley (Feanny), supra note 187. 
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DMCA spelled out certain requirements that had to be present, in order to not hold a ISP liable 

for the information that existed on its network.217   

The DMCA created yet another three-part test to determine if an ISP would be liable for 

the information on its network:  

(1)(i) The service provider does not have actual knowledge that the material or an 
activity using the material on the system or network is infringing; (ii) in the absence 
of such actual knowledge, the service provider is not aware of facts or 
circumstances from which infringing activity is apparent; or (iii)  upon obtaining 
such knowledge or awareness, acts expeditiously to remove or disable access to, the 
material;  (2)  the service provider does not receive a financial benefit directly 
attributable to the infringing activity, in a case in which the service provider has the 
right ad ability to control such activity; and (3) upon notification of claimed 
infringement . . . the service provider responds expeditiously to remove, or disable 
access to the material that is claimed to  infringing.218 

 

If an ISP does not qualify under these safe harbor provisions, they still would not necessarily be 

liable for copyright infringement.219  An ISP would be immune under this provision provided 

that when it was informed of the alleged violation, it notified the violator and then took down the 

violating material, in a timely fashion.220 

A closer look at the DMCA was examined in Henrickson v. eBay,221 where the plaintiff 

owned the copyright to a motion picture and pirated copies were being sold on eBay.222  The 

                                                
217 17 U.S.C. § 512 (c) (2005); see also Headley (Feanny), supra note 187. 

218 17 U.S.C. § 112 (c)(1)(A)-(C) (2005). 
 
219 See Headley (Feanny), supra note 187. 

220 Id. 
 
221 165 F.Supp.2d 1082 (Cal. Dist. Ct. 2001). 

222 Id. at 1087. 
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plaintiff sent a cease and desist letter to eBay, as required by the Act.223  The plaintiff refused to 

submit proper notice as required by the DMCA notification requirement and alleged that eBay 

participated in and facilitated the unlawful sale and distribution of pirated copies of his movie by 

providing an online forum and argued that he had given sufficient information under the DMCA 

requirements.224  The court held that eBay could not be responsible for providing a platform to 

sellers of counterfeit copies of plaintiff’s movie.225   

The Henrickson court reasoned that the if a plaintiff fails to sufficiently comply with the 

notification requirement; the plaintiff could not establish actual or constructive knowledge of the 

infringing activity by eBay and that eBay did not have the right and ability to control the 

infringing activity.226  In Henrickson, even though eBay did have knowledge of what was going 

on because it knew the precise names of the perpetrators and derived a financial benefit from the 

infringement, it was still found not to be responsible because the notification requirement was 

not satisfied.227 

                                                
223 Id. at 1084. 

Elements of notification of a claimed infringement: physical or electronic signature 
of the owner of the exclusive right or authorized person, identification of the 
copyrighted work claimed to have been infringed, sufficient identification of the 
material claimed to be infringing, information sufficient enough for the service 
provider to contact that party, statement of complaining party of good faith belief in 
the matter asserted, and statement verifying the accuracy of the information in the 
notification. 
 

17 U.S.C. § 512 (c)(3)(A) (2005). 

224 See Henrickson, 165 F.Supp.2d at 1087.  

225 Id. at 1095. 

226 See id. at 1089. 

227 See id.  
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 EBay insists that, under the CDA and DMCA, it is protected from liability for all 

activities that take place on its site.228   It blames its users and the manufacturers for deals that go 

array and for illegal sales.229   Providing such immunity for ISPs under copyright law is justified 

in that it is solely a conduit.230  Exculpation from liability is based on the fact that an ISP has no 

knowledge of the infringement, that there was no direct financial benefit and that there was a 

timely take down of the infringing material.231   

B.  EBay Not Immune Under Intellectual Property Law   

A possible alternative to circumventing the immunity granted to eBay by the CDA and 

DMCA, is to hold an ISP responsible for the sale of fraudulent goods on the Internet under IP 

laws.232  Section 230 does not bar recovery against online auctioneers when dealing with 

infringement of IP.233   

1.! Copyright v. Trademark  

                                                
228 Sullivan, supra note 39. 

229 See Headley (Feanny), supra note 187;  see also Flahardy, supra note 40. 

230 See Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 (2000). 

231 See id.  

232 See generally Sullivan, supra note 39. 

233 See generally id. 
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Infringement under copyright law and trademark law are distinguishable–it requires 

different elements and protects different rights.234  Even though eBay is immune under copyright 

laws, it is not the case under trademark law.235   

Copyright, as well as patent law, has its roots in the Constitution,236 while trademark 

protection does not.237  Trademark law was established by and continues to be regulated by 

Congress.238  This authority granted to Congress to control trademark law is through its authority 

to control interstate commerce.239  Unlike copyright, trademarks are not fully recognized as 

property in the sense that the owner of a mark does not have a free right to transfer the mark.240 

Moreover, trademarks carry the goodwill and reputation of their owners and are used for 

merchandising and advertising purposes.241  Copyrights and patents both have expiration 

                                                
234 See U.S. CONST. art. I,  § 8, cl. 8 “To promote the Progress of Science and useful Arts, by 

securing for limited Times to Authors and Inventors the exclusive Right to their respective 

Writings and Discoveries” Id. 

235 See discussion infra Part III.A.2. 
 
236 U.S. CONST. art. I,  § 8, cl. 8. 

237 See id. 
 
238 Curtis V. Harr, Basic Facts About Registering a Trademark, available at http://www.patent-

law.com/index.htm (last visited Apr. 9, 2005). 

239 Id. 

240 MANN & WINN, supra note 8, at 542. 

241 See Brian D. Kaiser, Note: Contributory Trademark Infringement by Internet Service 

Providers: An Argument for Limitation, 7 J. TECH. L & POL’Y 4 (Spring 2002). 
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dates―while it is possible to have a trademark for an indefinite time span, if incontestability is 

attained.242 

i.! Copyright Law 

The Copyright Act of 1976 gave the copyright holder control over most activities, which 

were of commercial value.243  These included the right to reproduce the copyrighted work, to 

prepare derivative works, and to distribute copies of copyrighted work to the public.244  It gives 

authors an exclusive right to their work for a limited time, and is justified because once the 

copyright expires, the public will benefit.245    

In order to gain copyright in a work, all that is required is “original work[s] of authorship 

fixed in any tangible medium of expression … from which it can be perceived, reproduced, or 

otherwise communicated, either directly or with the aid of a machine or device.”246 Copyright 

protection does not extend to for an “any idea, procedure, process, system, method of operation, 

concept, principle or discovery, regardless of the form in which it is described, explained, 

                                                
242 Internet Law Library, available at http://www.internet-law-

library.com/internet_law_library/ip/trademark.php (last visited Apr. 9, 2005). 

243 Weblaw Resources.com, Copyright Rights - What Rights Does a Copyright Owner Have? 

available at http://www.weblawresources.com/Copyright/copyright-what-rights.htm (last visited 

Apr. 9, 2005). 

244 Id. 

245 Howard Besser, Intellectual Property: The Attack on Public Space in Cyberspace, available 

at http://www.gseis.ucla.edu/~howard/Papers/pw-public-spaces.html.   

246 17 U.S.C.A. § 102(a) (2005).   
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illustrated or embodied in such work.”247  An entity can be found liable for copyright 

infringement, if it has “the right and ability to supervise the infringing activity and also has a 

direct financial interest in such activities.”248  Once a work that is copyrighted enters the public 

domain, any member of the public may use it.249 

ii.! Trademark Law 

Even though eBay is protected from copyright infringement by both the CDA and 

DMCA as discussed above, trademark infringement is a completely different issue.250  Most 

important, trademark law involves greater involvement with the infringement than required 

under copyright law.251  Under trademark infringement—one can directly infringe or 

contributory infringe 252 Most importantly, trademark violations under federal law are treated 

like other common-law torts because of its evolvement from it.253  When the Lanham Act254 was 

created, Congress did not change the fundamental tort character of trademark law.255 

                                                
247 17 U.S.C.A. § 102(b) (2005).   

248 Gershwin Publ’g Corp. v. Columbia Artists Mgmt., Inc., 443 F.2d 1159, 1162 (2d. Cir. 1971). 

249 See Besser, supra note 245. 

250 See Deborah F. Buckman, Annotation, Liability as Vicarious or Contributory Infringer Under 

Lanham Act--Modern Cases, 152 A.L.R. FED. 575, 595-603 (1994).   

251 Id. 

252 Id. Contributory Infringement is holding one party liable for another’s direct infringement, 

even if the party does not itself mislabel goods or deceive its consumers.  Id. 

253 Id. 

254 See Legislation, AOL Legal Department, available at 

http://legal.web.aol.com/resources/legislation/tradeact.html (last visited Apr. 9, 2005). The 
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Trademarks are used not only to indicate the source of goods or services, but are also 

used to create an instantaneous identification with its products and services to potential 

customers.256  Generally, trademark protection serves the public interest by allowing consumers 

to locate goods quickly that have satisfied them in the past.257  Moreover, trademark laws grant 

the owner the right to prevent others from using confusingly similar marks.258   

A trademark could consist of “a word, a combination of words, an abbreviation, a logo or 

other symbol, an image, a shape, a color, or a sound.”259  It is used to distinguish the goods and 

services of one from another in the consumer’s mind.260  The customer can then associate the 

mark with certain producers or with the qualities of certain goods and services.261  An 

infringement of trademark harms not only the producer of the mark, but also the consumer by 

causing confusion about the source of the goods and services.262   

                                                                                                                                                       
Lanham Act defines the statutory and common law boundaries to trademarks and service marks.  

Id. 

255 Id. 

256 See MANN & WINN, supra note 8, at 23. 

257 See generally id. 
 
258 See id. 

259 Id. 

260 See id. 

261 See id. 

262 See MANN & WINN, supra note 8, at 23. 
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Both state and federal laws protect trademarks.263   Registration of the trademark is not 

required, but rights are enhanced through registration under the federal Lanham Act.264  Under 

the Lanham Act,265 the federal Patent and Trademark Office (PTO) has established a filing 

system, which gives nationwide protection for the mark, without regard to the actual scope of the 

mark’s use in commerce.266  The registration process is likely to take several months.267   

  In the competitive market system we live in today, by allowing eBay to sell goods that 

appear to be from a certain manufacturer can cause a variety of problems associated with 

trademark law.268  Not only are they misrepresenting the nature of the goods sold on its website, 

they also are deceiving consumers to make unintended purchases that they think are coming from 

another source.269  Additionally, they are misrepresenting the nature of goods and deterring 

consumers from purchasing the products from the legitimate source.270  This behavior is 

misleading consumers, as well as creating a disadvantage for its competitors.271    

                                                
263 See id. at 539. 

264 See id. at 23; see also Trademark (Lanham) Act of 1946, Pub. No. 79-489, 60 Stat. 427 

(codified as amended at 15 U.S.C. 1051-1127 (1994)). 

265 Trademark (Lanham) Act of 1946, Pub. No. 79-489, 60 Stat. 427 (codified as amended at 15 

U.S.C. 1051-1127 (1994)). 

266 See MANN & WINN, supra note 8, at 539. 

267 Trademarks Online, About Trademarks¸ at 

http://www.trademarksonline.com/html/about_trademarks.html (last visited Apr. 9, 2005) 

268 See Bobelian, supra note 3. 
 
269 See id.  

270 See id.  
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2.  Immunity does not apply under Trademark Law 

In Stoner, the court held that even though eBay was not liable in that particular case, 

there had to be “some point at which the existing immunity would no longer apply.”272  EBay has 

finally stepped over the line of this immunity and the time has come for the protection that was 

given to ISP’s to be limited.273  Consequently, eBay should be held responsible under trademark 

infringement laws.274  More specifically, eBay should be liable because it knowingly facilitates 

and promotes the sale of counterfeit goods under both contributory and direct trademark 

infringement laws.275 Trademark laws should enable plaintiffs to sue an ISP in a way that has 

never been possible before.276 

The current system utilized by eBay requires that manufacturers check the Internet 

auction site to police for the sale of fraudulent goods that bear its name.277  When such goods are 

discovered by manufacturers, eBay requires that manufacturers contact it in order to resolve the 

                                                                                                                                                       
271 See id.  

272 Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 (2000). 

Although the limits of the immunity have no yet been clearly defined, any 
limitation placed on the immunity presumably would begin at the point at which 
providing otherwise lawful goods or services with knowledge that they are being 
put to an illegal use becomes the commission, or the aiding and abetting, of a crime. 
 

Id. See also discussion supra Part III.A. 

273 See Sullivan, supra note 39.     
 
274 See generally id. 

275 See Bobelian, supra note 3;  see also Flahardy, supra note 40. 

276 See Flahardy, supra note 40. 

277 See id. 
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situation.278  Once eBay is made known of a particular fraudulent sale, it closes the sale down.279  

Legally, eBay must remove a known fake from its site.280  However, this expensive and time-

consuming job should be taken away from the manufacturers and be placed on eBay.281   

Holding eBay liable under trademark infringement laws will provide a new form of relief 

for manufacturers that the law has been silent on.282  It would require eBay, not the 

manufacturers of products, to patrol the website.283  This would require that eBay take some of 

the responsibility for its actions and for the business it runs.284  It should no longer be able to 

place the burden on the manufacturers to protect the quality of its name.285   

Since eBay is a service, it owes a responsibility not only to its patrons, but also to those 

that create the goods that are sold on its auctions.286  Furthermore, the justifications used both for 

the CDA and DMCA, which give ISPs immunity under copyright law–that a chilling effect 

would occur because ISPs would then severely restrict its services–cannot and should not extend 

                                                
278 See id. 

279 Id. 

280 See id. 
 
281 See id. 

282 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     

283 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     

284 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     

285 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     

286 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     
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to justify immunity under trademark law.287  Limiting this immunity to ISPs would ensure that 

consumers bidding for goods on eBay are getting exactly what they pay for and that sellers do 

not fool innocent bidders.288 

The time has come to require a server to take responsibility for the illegal activities on its 

website.289  The CDA and DMCA would still protect those ISPs that do not take a proactive 

approach and benefit from the fraudulent activities of third parties.290  Immunity needs to be 

limited at a certain point—when an ISP hides behind the CDA and DMCA to promote and 

facilitate the sale of knock off goods, while it decreases the quality associated with trade 

names.291 

C. Tiffany (NJ) Inc. et al v. eBay Inc.292–A Major Question for Internet Commerce   

Of the many manufacturers that have problems that involve protecting its high-end name, 

Tiffany, Inc. is the first to sue under IP law.293  Tiffany is currently suing eBay in the Southern 

District of New York in Tiffany (NJ) Inc. v. eBay Inc.294  Tiffany has accused eBay of trademark 

infringement by facilitating and promoting the sale of tens of thousands of pieces of counterfeit 

                                                
287 See Headley (Feanny), supra note 187; see also Stoner v. eBay, Inc., 56 U.S.P.Q.2d 1852 

(2000). 

288 See O’Rourke, supra note 1; see also Moohr, supra note 1. 
 
289 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     
 
290 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     
 
291 See Headley (Feanny), supra note 187; see also Sullivan, supra note 39.     
 
292 First Amended Complaint, supra note 13. 
 
293 Flahardy, supra note 40. 

294 See First Amended Complaint, supra note 13. 
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Tiffany jewelry.295  The complaint for this action was filed by the plaintiff on June 18, 2004 and 

amended on July 15, 2004.296  EBay filed its answer on October 1, 2004.297  The pre-trial 

conference occurred on October 14, 2004 before Judge Naomi Reece Buchwald.298  

Tiffany is one of the most well respected manufacturers and merchants of products in the 

United States.299 Its products are available solely only in Tiffany stores, and are advertised only 

in the most prestigious publications.300  Moreover, the reputation of the Tiffany mark has been 

enhanced through consumer recognition during the last century and a half.301 Moreover, Tiffany 

has extremely close control over its product line and its distribution.302  All products are directly 

approved and the channels, by which its products are distributed, are tightly controlled–including 

its website, catalogs and retail outlets.303   

 

 

                                                
295 Id. 

296 Id. 
 
297 Id. 
 
298 Id. 
 
299 Id. at 2. 

300 First Amended Complaint, supra note 13, at 3. 

301 See id. 

302 Id. 

303 Id. Under no such circumstances are Tiffany’s goods sold as “close-outs” or through the 

channel of discount stores. Id. 
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Tiffany has had problems with the sale of counterfeit jewelry in the past.304  In December 

of 2002, Tiffany obtained a preliminary injunction and a civil seizure of a considerable amount 

of counterfeit jewelry that was sold off of eBay.305  Additionally, in April 2003, after an eight-

month undercover investigation, the FBI arrested members of a counterfeiting ring in New York 

City, which sold counterfeit goods on the Internet.306  This counterfeiting ring was selling 

counterfeit Tiffany merchandise through the eBay system.307  When it later searched a Staten 

Island location, the FBI found approximately 600 pieces of jewelry and shopping bags that 

possessed the Tiffany logo.308  At this point Tiffany began to strike back against 

counterfeiters.309 

Legally, eBay is required to remove a known fake from its site once it becomes aware of 

it and it does regularly do this by acting on the word of the manufacturer.310  It also pursues those 

who are reported more than once–sometimes even bringing court actions.311  However, it does 

not screen auctions for counterfeits–leaving this job to the manufacturers.312   

                                                
304 See Tiffany (NJ) Inc. et al. v. Katz Imports, Inc., Civ. Act. 02-8450 (E.D. Pa. Dec. 11, 2002). 
 
305 See id. 

306 Catherine Curan, Tiffany Counterfeiters Arrested, Crain’s New York Business, at 

http://www.crainsny.com/news.cms?newsId=5532 (May 14, 2003). 

307 First Amended Complaint, supra note 13, at 5-6. 

308 Suzanne Kapner & Marsha Kranes, Bogus Tiffany ‘Ring’ Is Cracked, New York Post Online 

Edition, at http://www.nypost.com/cgi-bin/printfriendly.pl (Apr. 22, 2003). 

309 See Flahardy, supra note 40. 

310 See  id. 

311 See id. 
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Throughout 2003 and 2004, Tiffany had two of its employees police the eBay auction site 

for counterfeit Tiffany merchandise.313  Tiffany notified eBay of counterfeiting activity.314  As a 

result, during a five-month time period, 19,000 auctions that sold Tiffany merchandise were 

removed by eBay.315 

Most recently, in 2004, Tiffany conducted an experiment by purchasing certain silver 

jewelry items on the eBay auction site that had the Tiffany trademark as part of its description or 

auction title.316  Tiffany purchased 186 pieces of “so-called” Tiffany jewelry off of eBay during 

this time period.317  This resulted in a discovery that 73 percent of the jewelry purchased was not 

genuine Tiffany merchandise, despite the fact that they all were described as genuine on the 

auction listing, and some even possessed the Tiffany trademark.318   

In the current lawsuit, Tiffany is trying to protect its good name and reputation.319  A 

substantial amount of Tiffany merchandise has been and is currently being sold through eBay’s 

website.320 EBay has been, and continues to be, infested with thousands of counterfeit Tiffany 

                                                                                                                                                       
312 See id. 

313 Id.  

314 Id. 
 
315 Mann, supra note 180. 

316 Id. 

317 Id.  
 
318 Id. 
 
319 Psst, Wanna Buy a Cheap Bracelet?, supra note 3. 

320 First Amended Complaint, supra note 13, at 5. 
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items, which has led to the defrauding of thousands of customers who believed that they had 

purchased authentic Tiffany jewelry.321  

Tiffany currently alleges eBay failed to prevent fake Tiffany items from being offered 

online and that it is causing it irreparable harm.322  Additionally, Tiffany alleges that eBay, as 

well as the counterfeiters who use the service, have intentionally used the Tiffany trademark, 

willfully blind to the fact that those marks are identical to the Tiffany’s registered mark.323  

Moreover, Tiffany alleges that the counterfeiters had the intent to induce the public to purchase 

the Tiffany products under the assumption that the jewelry was sponsored or approved by the 

brand name.324 EBay justifies and defends itself in that it is only a platform that connects buyers 

and sellers, but that it would nevertheless be protected by the immunity granted to it under the 

CDA and DMCA.325     

1.! Tiffany’s causes of action against eBay under the Lanham Act 

There is little case law for the Tiffany court to rely on that bears on this specific issue of 

who should monitor the goods sold on the Internet auction sales to learn whether they are 

counterfeits.326 Under trademark law, a trademark is infringed when the protected mark is used in 

connection with the sale of particular goods.327  Infringement occurs “when there is a likelihood 

                                                
321 Id. at 6. 

322 Id. at 10. 

323 Id. 
 
324 Id. at 9. 

325 See Buckman, supra note 250, at 559-603. 

326 Flahardy, supra note 40. 

327 Buckman, supra note 250, at 578-81. 
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of confusion, deception or mistake on the part of the consuming public.”328  In the current case, 

Tiffany alleges that this civil action arose out of eBay’s facilitation and participation in the 

counterfeiting, infringement and false advertising of the federally registered trademarks owned, 

licensed and/or used by Tiffany in violation of the Lanham Act.329   

Tiffany’s has multiple causes of action under the Lanham Act.330  Most relevant include 

direct and contributory infringement,331 and in addition to infringement, the use of false 

descriptions and representations.332  Moreover, Tiffany alleges that the majority of Tiffany items 

sold on eBay, in the past and presently, which possess the reputable trademark are counterfeit 

merchandise.333  Each year, tens of thousands of these items are sold on eBay, which in turn, 

eBay charges hundreds of thousands of dollars in fees for this counterfeit merchandise.334 

i.! Direct Trademark and Contributory Trademark Infringement 

Direct liability, as opposed to contributory liability, involves a closer involvement of the 

ISP.335  Direct liability ensues when an entity facilitates and promotes the sale of fake items that 

possess a certain manufacturers’ trademark.336  EBay overtly promotes the sale of counterfeit 

                                                
328 15 U.S.C.A. § 1114(1) (2005). 

329 First Amended Complaint, supra note 13, at 6. 

330 15 U.S.C. §§ 1114(1), 1116(d), 1125(a)(1)(A) and (B) (2005). 
 
331 Id.  §§ 1114(1), 1116(d). 
 
332 Id. § 1125(a)(1)(A) and (B). 

333 First Amended Complaint, supra note 13, at 5. 

334 Id. at 6. 

335 See Sullivan, supra note 39.   

336 Bobelian, supra note 3; see also Flahardy, supra note 40. 
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auctions on its initial greeting page, which includes fake goods with high-end tradenames.337 

EBay promotes these items on its greeting page by providing links that contain a list of a variety 

of brand-name goods.338  These links bring customers to auctions with the selected brand name 

good in the title.339  Such auctions may contain legitimate goods by the claimed manufacturer, 

but if it contains fraudulent goods–then eBay would be directly.340   

Through greeting pages, which Internet users inadvertently encountered when they 

visited the eBay website, eBay promoted the sale of counterfeit Tiffany goods.341  EBay used 

these greeting pages for promotion and highlighted special deals for a variety of brand-name 

goods, which included the Tiffany brand name.342  When a user clicked on the Tiffany link on 

the eBay main page, it led them directly to a listing of auctions for jewelry that possessed the 

Tiffany trademark in the titles.343  At these listings, the auctions for counterfeit Tiffany 

merchandise were presented to the customer.344 

                                                
337 First Amended Complaint, supra note 13, at 7. 

338 Id.  

339 Id. 
 
340 Bobelian, supra note 3; see also Flahardy, supra note 40. 
 
341 First Amended Complaint, supra note 13, at 7. 
 
342 See id. 
 
343 See id. 

344 Id. 
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Specifically, Tiffany alleges that when users searched for Tiffany or Tiffany & Co. on 

Yahoo! or Google, eBay’s “sponsored link”345 appeared, which brought users to the eBay 

auctions that contained counterfeit Tiffany goods.346  These links advertised to the consumer that 

by clicking on the link that they would be taken to the sales of Tiffany jewelry at low prices.347  

When these were clicked, the link brought the user to a list of auctions, which they would have 

discovered if they searched for Tiffany on the eBay website.348  All auctions that contained the 

word Tiffany resulted.349  By advertising Tiffany auctions that contained counterfeit Tiffany 

goods, eBay violated the Tiffany trademark.350 

Through both promoting brand-name good auctions with possible counterfeit items on its 

greeting page, as well as paying search engines and eventually profiting from the sponsored links 

on those pages, eBay has inevitably crossed the line of immunity into trademark law.351  It is 

actively and purposely connecting its name with the Tiffany trademark–a high quality brand-

name.352  Through these two proactive measures by eBay, consumers are likely to be not only 

                                                
345 See id.  A link is directly connects customers from the Yahoo! or Google to the eBay website, 

when certain words are searched.  See id. 

346 Id. at 7-8. 

347 First Amended Complaint, supra note 13, at 7-8. 
 
348 See id 
 
349 See id. 
 
350 See Sullivan, supra note 39.   

351 See id. 
 
352 See id. 
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confused and deceived, but also could possibly mistake fraudulent goods for authentic ones.353  

This is a direct misrepresentation by eBay of the goods sold on its auctions.354 

For example, in the case of Getty Petroleum v. Getty,355 a carrier delivered unbranded 

gasoline to a former Getty filling station.356  The gas station continued to display the Getty 

symbols on the uniforms and signs, while it knew that it was no longer a licensed Getty 

station.357  The court found that the defendants were directly liable for the stations trademark 

infringement.358   

The Getty case is analogous to the present Tiffany case, where eBay displayed brand-

name auctions on its greeting page that contained possible fraudulent goods and paid for 

sponsored links on search engines that contained fraudulent sales.359  In both the Getty and the 

Tiffany situations, the defendants knew that they were falsely using a manufacturers’ name, but 

nevertheless continued promote their names in connection to well-known brand-names to 

increase the chance of consumers buying the goods and to increase its profits.360  Additionally, 

                                                
353 See 15 U.S.C.A. § 1114(1) (2005). 
 
354 See id.; see also Flahardy, supra note 40. 

355 55 F.3d 718 (1ST Cir. 1995). 
 
356 Id. 
 
357 Id. at 719. 
 
358 Id. at 720 

359 Id. 
 
360 Id. at 719; see also Bobelian, supra note 3. 
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both defendants have infringed trademarks at the cost of deceiving its customer into buying 

something by mistake.361 

If direct liability is not found, liability can still be imposed for infringing activities in 

certain circumstances.362  These circumstances include “a manufacturer or distributor [who] 

intentionally induces another to infringe trademark, or if it continues to supply its product to one 

whom it knows or has reason to know is engaging in trademark infringement.”363  Therefore, the 

distributor can be contributorily responsible for any harm that may result from the deceit 

undertaken by the third party.364  Additionally, a defendant that is not in control of the direct 

infringer, but who purposefully assists the third parties’ infringing actions, infringes as well.365   

Under contributory trademark infringement, if someone is knowingly facilitating a 

counterfeiter, they too can be sued as a contributor.366  It logically follows, that eBay should be 

liable as a contributory infringer because it enabled dealers to pass off fake items as authentic 

                                                
361 See id. 
 
362 See Inwood Laboratories, Inc. v. Ives Laboratories, Inc., 456 U.S. 844, 854 (1982). 
 
363 Id. 
 
364 Id. 
 
365 Restatement of Unfair Competition  §§  8 and 27 (1995). “One who induces or aids persons 

who purchase goods directly or indirectly from him to market them in such a manner as to 

infringe another’s trademark or tradename infringes himself.”  Coca-Cola Co. v. Snow Crest 

Beverages, Inc., 64 F. Supp. 980, 987 (1946) 

366 J. THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION § 25:18 (4th 

ed. 1996). 
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and as a result, helped the vendors infringe.367  EBay has assisted, and continues to assist, its 

dealers by confusing and deceiving others.368   

 The doctrine of contributory infringement gradually developed after the creation of the 

Lanham Act, through precedent and now holds a defendant liable for contributory infringement 

of a trademark if an entity has knowledge of the illegal activity, while it supplies a third party 

with the ammunition, which allowed the wrongful user to infringe in the first place.369  

Therefore, if eBay supplied the forum, while it knew that some “vendors” were in the business of 

selling fraudulent Tiffany goods, and it has financially benefited from the sales in which its 

vendors made–it should be held that it contributed to the infringement.370 

 In the case of Inwood Laboratories Inc.371 a cause of action was created for contributory 

trademark infringement in a manufacturer-distributor context, but thereafter it has been applied 

in many different categories.372  Inwood established the criteria for finding contributory liability 

and asked “… [did] the defendant intentionally induce another to infringe trademark, or did it 

continue to supply its product to one whom it knew or had reason to know was engaging in 

trademark infringement?”373  This contributory liability standard set forth in Inwood was then 

                                                
367 See Bobelian, supra note 3. 
 
368 See 15 U.S.C.A. § 1125 (2005); see also MCCARTHY, supra note 366, § 25:18. 

369 Buckman, supra note 250, at 585-91.   

370 See id. 

371 Inwood Laboratories, Inc., 456 U.S. at 844. 

372 Id. at 865. 

373 Id. at 852. 
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extended to the flea-market operators that provide a place for vendors to sell goods.374  In such a 

context, the issue lied in the location provided by the operator for the vendors to sell goods that 

violated registered trademarks.375   

Two cases that have spoke on this issue since Inwood–Hard Rock Care Licensing Corp. 

v. Concession Services, Inc.376 and Fonovisa, Inc. v. Cherry Auction, Inc.377 dealt with situations 

where flea-market operators (similar to eBay in an Internet context) had vendors that sold 

counterfeit goods.378   

In Hard Rock Care Licensing Corp., the court noted that the defendant could be 

responsible for the torts of everyone he permitted on his premise if there was knowledge or 

reason to have knowledge that the other was acting or would act tortiously.379  In this case, the 

court concluded that the flea market operator could be contributory liable when he was willfully 

blind to the trademark violations of its vendor.380  Additionally, the court defined willful 

blindness–when the defendant suspects a wrongdoing but deliberately does not look into it.381  

                                                
374 Hard Rock Care Licensing Corp. v. Concession Services, Inc., 955 F.2d 1143, 1149 (7th Cir. 

1992); Fonovisa, Inc. v. Cherry Auction, Inc., 76 F.3d 259, 261 (9th Cir. 1996). 

375 Hard Rock Care Licensing Corp. v. Concession Services, Inc., 955 F.2d 1143, 1149 (7th Cir. 

1992); Fonovisa, Inc. v. Cherry Auction, Inc., 76 F.3d 259, 261 (9th Cir. 1996). 

376 955 F.2d 1143 (7th Cir. 1992). 

377 76 F.3d 259 (9th Cir. 1996). 

378 See Hard Rock, 955 F.2d at 1143; see also Fonovisa, Inc., 76 F.3d at 259. 

379 Hard Rock, 955 F.2d at 1149.  

380 Id. at 1148. 
 
381 Id. 
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Therefore, the Hard Rock court held that the since the defendant did not have notice of the 

activity, it was not willfully blind–it was at most negligent.382 

 Similarly, in Fonovisa, Inc. v. Cherry Auction, Inc., the court dealt with a case of another 

flea-market operator who leased space to a vendor who sold counterfeit music recordings.383  

The court held that this flea-market operator could be contributory liable since it had the 

requisite knowledge.384  Most importantly, the court noted that “a swap meet cannot disregard its 

vendors’ blatant trademark infringements with impunity.”385  Cherry Auction, the defendant in 

the Fonovisa case, in essence, continued to supply a marketplace for the illegal activity, even 

after they had the requisite knowledge.386  Therefore, the court held that the defendant had 

sufficient knowledge of the trademark infringement that was taking place on its property to 

justify the claim for contributory liability.387  Since the defendant had sufficient involvement in 

the operation of its flea market, in that it provided the space and advertised in exchange for daily 

rental fees, the court justified itself by holding the Cherry Auction contributory responsible.388  

 The standard of Inwood was applied in both Hard Rock Care Licensing Corp. and 

Fonovisa, and can also to be extended to flea-market venues on the Internet.389  In contrast, the 

                                                
382 Id. 

383 Fonovisa, Inc., 76 F.3d at 261. 
 
384 Id. at 264. 
 
385 Id. at 265. 
 
386 See id. at 264. 
 
387 Id. at 265. 

388 Id. at 261. 

389 Hard Rock, 955 F.2d at 1143; see also Fonovisa, Inc., 76 F.3d at 259. 
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case of Lockheed v. Network Solutions, Inc.390 dealt with a domain name registrar that was sued 

for contributory infringement.391  The Lockheed court would not extend the doctrine of 

contributory liability to domain names and give the responsibility of monitoring the Internet to 

the registrar.392  The court contrasted the flea-market case law from that of domain names, in that 

a flea market operator could reasonably be expected to monitor the merchandise that is sold on 

his premise.393  In contrast, the Internet domain name registrar could not reasonably be expected 

to monitor the entire Internet.394 Like the current Tiffany case, eBay is not being asked to 

monitor the entire Internet like a domain registrar, but it is simply being asked to validate the 

goods its own site and to ensure that customers are receiving the good on that they expect when 

they purchase an item off of the eBay site.395  

 One of the most important factors used to consider an operator’s contributory liability for 

the trademark infringement of its vendors was the amount of supervision that a venue 

exercised.396  The defendant found liable in the Fonovisa case charged rental fees and provided 

advertising, parking and some minimal supervision of the premises.397  The general rule that was 

set out by Hard Rock was that a flea-market operator had no affirmative duty to take precautions 

                                                
390 985 F. Supp. 949 (Cal. Dist. Ct. 1997). 

391 Lockheed, 985 F. Supp. at 960. 
 
392 Id. at 958. 
 
393 Id. at 962. 
 
394 Id.  
 
395 See id. 
 
396 See id. 
 
397 See Fonovisa, Inc., 76 F.3d at 261. 
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against the sale of counterfeits on its premise.398  The exception would arise to make an operator 

liable if it suspected possible wrongdoing and still deliberately fails to act on it.399  Once an 

operator has sufficient awareness of a violation of trademark that is taking place on its premise, it 

will no longer be immune from trademark liability and will be viewed as a contributor to the 

activity.400 

Like the defendant in Fonovisa, eBay should be held liable since it assisted its vendors to 

confuse and deceive the public.401  EBay supplied the instrument by which the vendors 

committed trademark infringement.402  Additionally, it had knowledge of the infringing activity 

and still required that manufacturers had to protect their own names.403  It should not be allowed 

to knowingly aid its vendors in the sale of products, which infringe the trademarks of others.404  

Even though eBay does not directly control those in the chain of distribution, it can still be held 

responsible for the infringing activities, since it continued to supply the venue while it knew that 

the vendors were engaging in trademark infringement.405  The vendors were deceiving the public 

and eBay should be considered to be contributorily responsible for the harm done by this 

                                                
398 Hard Rock, 955 F.2d at 1149. 
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400 Fonovisa, Inc., 76 F.3d at 260. 
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deception.406 Since Tiffany can prove the requisite knowledge, in addition to the fact that eBay 

has profited off the illegal activities, it should be held liable.407 

Under the Lanham Act, Tiffany is using two provisions to sue eBay for the direct and 

contributory trademark infringement discussed above–section 1114(1)408 and 1116(d).409  Under 

section 1114(1), which deals with the infringement of trademarks,410 eBay should be held to be 

liable.  This section requires liability in a civil action under two circumstances.411  First, is when 

a person “use[s] in commerce a registered mark in connection with the sale, offering for sale, 

distribution, or advertising of any goods or services on or in connection with which such use is 

likely to cause confusion, or to cause mistake, or to deceive.”412  Second, is when any person 

counterfeits a registered mark and the application of the counterfeit mark in its advertisements is 

intended to be used in commerce upon or in connection with the sale, offering for sale, 

distribution, or advertising of goods or services on or in connection with which such use is likely 

to cause, confusion, or to cause mistake, or to deceive.413  Under this subsection of the Act, the 

registrant can not recover profits or damages unless the acts have been committed with 

                                                
406 See id. 

407 See id. 

408 15 U.S.C.A. § 1114(1) (2005). 

409 Id. § 1116(d). 

410 Id. § 1114(1). 
 
411 Id. § 1114(1)(a), 1114(b). 
 
412 15 U.S.C.A. § 1114(1)(a) (2005). 
 
413 Id. § 1114(1)(b). 
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knowledge that such imitation is intended to be used to cause confusion, or to cause mistake, or 

to deceive.414 

Additionally, section 1116(d), entitled “Counterfeit Actions Arising Out of Use of 

Counterfeit Marks”, is applied in conjunction with section 1114(1).415  It provides that in a case 

brought under section 1114, when there is a violation that consists of using a “counterfeit mark” 

in connection with the sale, offering for sale, or the distribution of goods and services, that there 

may be a seizure of the goods and the counterfeit marks that are involved in such a violation.416 

Under Tiffany’s claim for direct and contributory trademark infringement under the 

Lanham Act, eBay would thus be liable since while in commerce and in “connection with its 

sale, offering for sale, distribution, or advertising” it did cause, and is still causing, confusion.417  

In addition to confusion, eBay could likely cause mistake—customers could have believed that 

they were buying the reputable Tiffany brand, while in fact they were just purchasing knock-off 

goods.418  Lastly, eBay, in the alternative, can even be viewed as purposely deceiving its own 

customers.419  It has created a greater accessibly by the means of its greeting pages through the 

promotion of auctions that contained fraudulent goods, it has paid search engines to list its 

                                                
414 Id. § 1114(1). 
 
415 Id. § 1116(d). 
 
416 Id. § 1116(d). 
 
417 See id. § 1114(1). 
 
418 See 15 U.S.C.A. § 1114(1) (2005). 
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auctions in its search results and it continues to supply its venue to sellers that are engaged in 

trademark infringement.420   

Under the Lanham Act sections 1114(1) and 1116(d), Tiffany’s allegations have merit 

and should succeed in this cause of action.421 

ii.! Infringement and the Use of False Descriptions and Representations 

Section 1125422 under the Lanham Act provides for a cause of action against an entity 

that uses false descriptions and representations to infringe a trademark.423  When a trademark is 

falsely used in commerce, it can cause consumer confusion in terms of the designation of origin 

or mislead through representation of fact.424  Under section 1125(a)(1) if there is a false 

designation, description or representation of fact that is likely to cause mistake or may possibly 

                                                
420 See Bobelian, supra note 3. 
 
421 See 15 U.S.C.A. §§  1114(1), 1116(d) (2005). 
 
422Id. § 1125. 
 

Any person who, on or in connection with any goods or services or any container 
for goods, uses in commerce any word, term, name, symbol, or device, or any 
combination thereof, or any false designation of origin, false or misleading 
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goods, services, or commercial activities, 

shall be liable in a civil action by any person who believes that he or she is or is 
likely to be damaged by such act. 
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deceive as to the source of the good, a defendant would be liable in a civil action.425  

Additionally, a defendant would be liable, if while used in commercial advertising or promotion, 

the trademark misrepresents the nature, characteristics, qualities, or origin or another person’s 

goods.426 

Under this statute, eBay would again be liable for infringement and the use of false 

descriptions and representation.427 EBay has used the Tiffany name in connection with its 

Internet commerce site and purports a false designation of origin of the goods that are purchased 

by its consumers.428  Additionally, since the Tiffany jewelry sold on the eBay venue was 

fraudulent, it has used a misleading representation of fact.429  EBay has mislead its consumers as 

to the origin of the products that they have purchased and have held those goods out to be 

authentic Tiffany goods.430  This has created the implication by eBay to its customers that 

Tiffany has approved such products.431  While eBay used the nexus with Tiffany to advertise its 

auctions which contained the fraudulent goods, and in turn it increased its profits.432  Through 

                                                
425 Id. § 1125(a)(1). 
 
426 Id. 
 
427 See 15 U.S.C.A. § 1125(a)(1) (2005). 
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these proactive techniques, eBay would have inevitably encountered a civil action–Tiffany is just 

the first to sue under such allegations.433 

Therefore, since eBay facilitated a venue for counterfeiters to sell fake good–it 

intentionally deceived its customers to increase its profits.434  This undoubtedly caused, and will 

continue to cause, customer confusion and eBay intended for the public to buy these goods under 

the assumption that they were in actuality the high-end Tiffany name.435  Thus, eBay should be 

liable in a civil action to Tiffany.436  

2.! Possible Remedies Available to Tiffany 

The Lanham Act allows the owners of trademarks to recover damages against the 

infringers.437  In its complaint, Tiffany has asked for (1) a preliminary and then permanent 

injunction and a restraint against defendant selling anything but genuine Tiffany merchandise 

that has been made, sponsored or approved by plaintiffs, any trademarks that would be 

confusingly similar to or dilutive of the Tiffany trademark, any other false statements or 

designation or origin or false description or representing in the mind of the public and (2) either 

for an order directing the defendant to account to Tiffany for profits that arose from this litigation 

and entering judgment for three times the profits that arose from this litigation, or alternatively, 

to award Tiffany statutory damages of $1,000,000 per counterfeit mark per type of jewelry sold 

                                                
433 Flahardy, supra note 40. 

434 Bobelian, supra note 3; see also First Amended Complaint, supra note 13, at 9. 

435 See 15 U.S.C.A. § 1114(1) (2005); see also First Amended Complaint, supra note 13, at 9. 

436 See 15 U.S.C.A. § 1125 (2005); see also First Amended Complaint, supra note 13, at 10. 

437 Flahardy, supra note 40. 
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due to defendants willful conduct.438 Therefore, injunctive relief could be granted under § 

1125(c) of the Lanham Act and either actual damage under §§ 1117(a) and (b) or in the 

alternative, statutory damages, due to the eBay’s willful conduct, under § 1117(c).439 

i.! Injunctive Relief 

Under § 1125 (c) of the Lanham Act, the owner of a famous mark is entitled to an 

injunction against another person’s commercial use in commerce of a mark or trade name, under 

the principles of equity and upon terms the court deems reasonable.440  Additionally, the statute 

lists different factors that must be considered when deciding whether a mark has become 

distinctive and famous.441   Under these factors, the Tiffany trademark would, without a doubt, 

meet the test of a distinctive and famous mark.442   

                                                
438 First Amended Complaint, supra note 13, at 12. 

439 See 15 U.S.C.A. §§ 1125(c) and 1117 (2005). 
  
440 Id. § 1125 (c). This injunctive relief is available only after use of a trademark becomes 

famous and would cause a dilution of the distinctive quality of the mark.  Id. 

441 Id. 
 

[A] court may consider factors such as, but not limited to- 
(A)!the degree of inherent or acquired distinctiveness of the mark; 
(B)!the duration and extent of use of the mark in connection with the goods or 

services with which the mark is used. 
(C)!The duration and extent of advertising and publicity of the mark; 
(D)!The geographical extent of the trading area in which the mark is used; 
(E)!The channels of trade for the goods or services with which the mark is used; 
(F)!The degree of recognition of the mark in the trading areas and channels of trade 

used by the marks’ owner and the person against whom the injunction is sought; 
(G)!The nature and extent of use of the same or similar marks by third parties; and 
(H)!Whether the mark was registered under the Act of March 3, 1881, or the Act of 

February 20, 1905, or on the principle register. 
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The Tiffany trademark has been used for 150 years in commerce, has expended in excess 

of $580 million in advertising and promoting its product in the United States, is recognized 

outside of the United States and requires that Tiffany directly inspect, as well as approve, the 

channels of trade that distribute its merchandise.443  Due to these factors, Tiffany has met the test 

of having a distinctive and famous mark.444 

Under section 1125 (c)(2), the owner of a famous mark could be entitled to injunctive 

relief under section 1116, unless willful intent is proven and then the owner of the famous mark 

could also recover remedies under sections 1117(a) and 1117(b).445  These remedies are 

discretionary by the court and subject to the principles of equity.446   

If Tiffany succeeds under this action, as it should, it will be awarded injunctive relief 

under section 1116.447   

ii.  Actual damages 

Additionally, if Tiffany can prove willful intent–which is quite possible due to eBay’s 

direct infringement through its greeting pages and sponsored links, as well its contributory 

infringing behavior by knowing of the counterfeit activity was taking place on its venue448–it 

could also be entitled to sections 1117(a) and 1117(b) remedies, in addition to injunctive relief 

                                                                                                                                                       
442 Id.; see also discussion supra Part III.C.  

443 First Amended Complaint, supra note 13, at 3. 

444 15 U.S.C.A. § 1125 (c) (2005). 
 
445 Id § 1125 (c)(2). 
 
446 Id. 
 
447 See id § 1116. 

448 First Amended Complaint, supra note 13, at 7-8. 
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under section 1116.449  If there is a violation of a trademark under section 1125(a) or willful 

violation under section 1125(c)–Tiffany would be entitled, under the principles of equity to (1) 

defendant’s profits, (2) any damages sustained by the plaintiff, and (3) the costs of the action.450   

Under section 1117 (a), in order to assess the defendant’s profits, the plaintiff is required 

to prove defendant’s sales only and defendant must prove all elements of cost or deduction 

claimed.451  Additionally, the court can look at the specific circumstances of each case for “any 

sum above the amount found as actual damages, not exceeding three times such amount.”452 The 

sum should be compensation and not a penalty to the defendant.453   The court may award 

reasonable attorney fees, unless it finds extenuating circumstances under section 1117(b).454 

iii.  Statutory damages  

An alternative to awarding Tiffany actual damages under sections 1117 (a) and (b), is to 

award it statutory damages of one million dollars per counterfeit mark per type of jewelry sold 

under section 1117(c), due to eBay’s willful conduct.455  When a counterfeit mark is used in 

conjunction with the sale, offering for sale, or distribution of goods or services, a plaintiff can 

elect, at any time before final judgment, to receive statutory damages instead of actual damages 

                                                
449 See 15 U.S.C.A. §§ 1117(a), 1117(b) (2005). 

450 Id. §§ 1125(a), 1125(c). 
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and profits.456  Statutory damages can be awarded for any use in connection with the sale, 

offering for sale, or distribution of goods or services in the amount of not more than $1,000,000 

per counterfeiting mark per type of goods—if the court finds that the use of mark was willful.457   

In the Tiffany case, the plaintiff will most likely elect for statutory damages as opposed to 

actual damages because the relief would be greater due to the high volume of fake items that 

have been found on the eBay website.458  However, the court is likely to mitigate these damages 

accordingly, depending on what they consider just compensation to the plaintiff.459   

3.! Consequences of a Decision in Tiffany’s Favor and Recommendations for a 

Better System 

The Tiffany lawsuit threatens eBay’s eclectic market.460  No case has ever been brought 

on such an issue and a precedent in the manufacturers favor will face the same rationalizations 

that were acknowledged when the CDA and DMCA were enacted in an ISPs favor.461  This is 

because Americans rely on the interactive media for a variety of services and should be provided 

                                                
456 Id 

457 Id. The court may also take into consideration what is just in the situation.  Id. 

458 See Flahardy, supra note 40. 

459 See 15 U.S.C.A. § 1117(c) (2005). 
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with an endless amount of choices that would be hampered by a restriction of an ISPs services.462 

However, this immunity granted by the CDA and DMCA should not be extended and sustained, 

when an ISP takes an active role in making the content available and provides a venue in which 

the infringing material is sold.463  Since the American public does rely on the interactive media 

such a great deal–this is sufficient justification in requiring eBay to ensure the quality and the 

good name of the products that the public could possibly be fooled into buying.464  

EBay could, in essence, decide to restrict its service if the decision is found in favor of 

Tiffany–but that would result in a huge lose of profits and other ramifications.465  EBay needs to 

attempt to cooperate, even further then it has done so far, with the manufacturers.466  Even 

though it currently helps manufacturers remove fakes from its listings when reported, it should 

be taken a step further both legally and for public policy reasons.467  EBay should be required to 

verify and ensure the veracity of the goods sold on its auction site.468  E-commerce needs its 

limits, as does everything else.469  This would ensure that eBay’s auction business continues to 

                                                
462 See 47 U.S.C.A. § 230 (a)(5) (2005). 
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be the success that it has come to be, while high-end brand names are protected and the public’s 

expectations are met.470 

It is not an easy job to ensure that items sold on Internet auction websites are 

legitimate.471  Someone has to take responsibility.472 The bottom line comes down to–whose 

responsibility is it to ensure the sale of genuine goods?473  A manufacturers name needs 

protection and eBay should be responsible to ensure that these goods sold on its venue are 

legitimate.474  It not only owes a responsibility to manufacturers, but it also may have a 

responsibility to the public to prevent confusion, mistake or deception.475  It is not easy for 

manufacturers to’ protect their good names from fakers and a venue that provides a haven for 

these fakers to conduct their business would not been greatly burdened by the creation of some 

sort of system that can authenticate the items up for sale.476 

Tiffany, for example, has tried to protect its name through the eBay service and has 

monitored the daily auctions–without success.477  Responsibility by eBay should ensue since it 

directly profits significantly from the massive amount of fake products, in addition to the fact 
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that it actively promotes the trade.478  The least it can do is bear responsibility for the sale of 

counterfeit merchandise on its site.479  Instead of giving the burden to each individual 

manufacturer, an eBay authentication system would be the best option in this situation.480  

Moreover, if Tiffany is successful, the court will force eBay to find a solution to this problem.481 

The stakes are high for eBay if Tiffany is successful.482  EBay has been able to get away 

with not policing its site for too long.483  Lawsuits from other manufacturers will without doubt 

stream in, if Tiffany prevails.484  Without question, many are watching to see how much longer 

eBay can hide behind its business.485  If there was ever a time to draw the line–it is now.486  

There is also a good probably of a settlement–which will benefit eBay because then no precedent 

would then be set by a verdict in Tiffany’s favor.487   
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In the short run, the decision of the Tiffany court will determine a great deal in the realm 

of trademark law.488  In the long run, Congress needs to take the initiative and enact federal laws 

specifically designed to regulate this illegal trademark infringing behavior of online auction 

houses.489  

Overall, eBay can no longer turn a blind eye to the infringing behavior by third parties on 

its website.490  A brightline rule that draws the line is necessary–even if it is a narrow one.491  

When online auction houses profit from illegal activity and directly advertise the fraudulent 

goods of manufacturers–this necessitates that something needs to be done.492  EBay had 

reasonable notice of the situation and it turned away, neglecting to take responsibility.493   

Additionally, this threat of liability should encourage eBay to take an aggressive role in 

the ongoing problem of Internet fraud on it site.494 A solution to this problem is necessary and 

there are plenty of things that eBay could be doing to prescreen the auctions on its site.495  We 

will all benefit if Tiffany wins.496  Moreover, an outcome in Tiffany’s favor will benefit other 
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companies whose trademarks are being similarly diminished and protect their carefully guarded 

and cultivate brands.497 

IV. CONCLUSION 

Online auction houses should be liable for the sale of counterfeit goods on its site–not 

manufacturers.498  Even though they are immune under section 203, they should be held liable 

under a trademark infringement theory due to its facilitation and promotion of the sale of 

counterfeit goods.499   Therefore, if an auction house knows or has reason to know that the goods 

sold on its site are counterfeit, manufacturers should be permitted to sue under a trademark 

infringement theory.500  Courts can and should prevent online auction houses from facilitating 

mass counterfeiting of goods on the Internet.501   
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