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Tiffany v. eBay Reiterates Principles of Internet Liability for Third Party Act of Trademark 
Infringement 
 
     By Ian C. Ballon1 
 
 
 The recent decision in Tiffany (NJ) Inc. v. eBay, Inc., No. 04 4607 (S.D.N.Y. July 14, 
2008), serves as a reminder -- both to intellectual property owners and service providers -- that it 
is often difficult to hold an Internet site or service liable for the trademark violations of its users 
absent specific knowledge or encouragement on the part of the site or service. 
 
 In the Tiffany case, Tiffany had sued eBay arguing that it should be held secondarily 
liable for allegedly infringing products listed and sold through eBay by eBay users.    
 
 Liability for contributory trademark infringement may be imposed where a manufacturer 
or distributor (1) intentionally induces another to infringe a trademark or (2) continues to supply 
a product to someone who it knows or has reason to know is engaging in trademark 
infringement.  Inwood Laboratories, Inc. v. Ives Laboratories, Inc., 546 U.S. 844, 854 (1982).  
eBay, with one of the most extensive programs online for combating user infringement, was not 
accused of inducing trademark infringement.  Rather, Tiffany alleged that eBay knew or had 
reason to know that its site was used for infringement. 
 
 The test for contributory infringement, as stated by the U.S. Supreme Court, focuses on 
manufacturers, distributors and products.  There has therefore been an open question about 
whether or at least to what extent the contributory infringement doctrine even applied to services.  
See, e.g., Rock Café Licensing Corp. v. Concession Services, Inc., 955 F.2d 1143, 1148 (7th Cir. 
1992).   In Tiffany v. eBay, Judge Richard Sullivan of the Southern District of New York 
followed the Ninth Circuit’s ruling in Lockheed Martin Corp. v. NSI, 194 F.3d 980 (9th Cir. 
1999) in holding that where liability is premised on the conduct of a user of a venue (as opposed 
to a manufacturer or distributor of a product), an initial threshold showing -- direct control and 
monitoring over the means of infringement -- must be made.     
 

eBay is an electronic marketplace, not a retailer, and never takes physical possession of 
goods sold through its website.  Judge Sullivan nonetheless ruled that eBay exerted sufficient 
control to proceed to evaluate liability under the Inwood test for contributory infringement.   He 
held, however, that eBay was not liable for contributory infringement because it did not have 
sufficient knowledge of specific acts of infringement on its site and, when it did, it acted 
appropriately to discontinue the listing.   
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In so ruling, the court rejected Tiffany’s argument that eBay could be held liable if it 
could reasonably anticipate that infringing material would be posted on the site.  Knowledge or 
reason to know must be shown, not reasonable anticipation.   

 
The court also rejected the notion that liability could be premised on generalized 

knowledge that a defendant’s site or service could used for infringement.   Such a standard, 
Judge Sullivan ruled, would effectively stifle lawful sales of legitimate new and used Tiffany 
products on eBay.   Indeed, he reiterated that merely sending a demand letter does not provide a 
service provider with sufficient knowledge to sustain a trademark owner’s burden of proof 
because merely alleging infringement is not the same thing as proving it. 

 
The court’s decision serves as a reminder to both trademark owners and service providers 

that, as the U.S. Supreme Court noted, secondary trademark infringement generally is more 
difficult to prove than secondary copyright liability.  See Sony Corp. v. Universal City Studios, 
Inc., 464 U.S. 417, 439 n.19 (1984). Whereas notice arguably may create at least a factual 
question on the issue of whether a service provider could be held liable for contributory 
copyright infringement if the provider subsequently fails to take action (see, e.g., Religious 
Technology Center v. Netcom On-Line Communication Services, Inc., 907 F. Supp. 1360, 1374 
(N.D. Cal. 1995)), the same generally is not true under the Lanham Act.  The nature and scope of 
trademark rights expand and contract with use (and third party uses) over the life of a mark and 
therefore are often difficult to evaluate.  For this reason, knowledge of trademark infringement 
may not be imputed based solely on a mark owner’s assertion of this fact in a cease and desist 
letter.   

 
At the same time, there is no Digital Millennium Trademark Act like the DMCA (17 

U.S.C. § 512) that creates both a mechanism for rights owners to quickly have allegedly 
infringing material removed and a safe harbor for service providers to avoid liability for user 
misconduct.  While service providers potentially face liability risks under the Lanham Act that 
copyright owners may not because of the DMCA, Tiffany v. eBay underscores that the risk is 
more limited. 

 
In Tiffany v. eBay, eBay was found not liable in no small part because of its extensive 

anti-piracy efforts.   eBay operates a Trust and Safety Department, has a fraud engine that it uses 
to detect listings for counterfeit or pirated products and maintains a Verified Rights Owner 
(VeRO) Program, which is a “notice and takedown” system that rights owners, including 
Tiffany, use to report and have unauthorized items removed.   The evidence at trial also 
established that eBay investigated and responded to all notices sent to it by Tiffany.   

 
Unlike eBay, an Internet site or service that does not actively deter infringement might 

find itself in a different situation.   
 

 The Tiffany v. eBay ruling underscores the importance for service providers to maintain 
vigorous anti-piracy efforts.  It also points out that (as under copyright law) the burden of 
policing for third party acts of infringement is squarely on the IP rights owner.  Pirate sites or 
services that trade in counterfeit goods can and regularly are held liable for their own misdeeds, 
as well as those of their users.  However, absent evidence of inducement or specific knowledge 



and a failure to take action, trademark owners have a difficult standard to meet under Inwood in 
seeking to hold legitimate Internet sites or services that do not condone piracy liable for the 
unauthorized acts of their users.    
 
  


