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COUNTERFEITING

FED UP WITH FAKES
LMVH and other luxury brands are aiming big guns at
online purveyors of knockoffs

BY CAROL MATLACK

A
RECENT LISTING ON
eBay reads: "Brand
new authentic Louis
Vuitton holdall, $188!"
Offers another: "Au-
thentic Dior sunglasses,
$23.30." Too good to be

true? You bet, says Paris-based luxury gi-
ant LVMH Moet Hennessy Louis Vuitton.
LVMH has filed a lawsuit against eBay
Inc. contending that nearly all Vuitton
and Dior items sold on the auction site
are fakes.

LVMH's complaint, filed in a Paris
court on Sept. 21, is the latest salvo in a
battle that could shake the foundations of
the online auction business. EBay has
long styled itself as a marketplace where
buyers and sellers make deals with mini-
mal supervision. But companies such as
LVMH and Tiffany & Co., which has filed

a similar suit in the U.S., say that eBay has
allowed counterfeit trade on its sites to
spiral out of control. The companies esti-
mate that fewer than 10% of eBay-listed
items bearing their brand
names are genuine. EBay
says the LVMH suit is "with-
out merit" and that the auc-
tioneer works closely with
brand owners to identify
and remove offending sell-
ers. Still, "the problem just
gets worse," says James
Swire, a New York-based
lawyer with Arnold & Porter
who represents Tiffany. "We
take down more [sellers]
every year."

LVMH can expect a sym-
pathetic hearing in France,
where anti-counterfeiting
laws are so tough that sim-

ply owning a fake Vuitton handbag is
punishable by a fine of twice the value of
a genuine bag. A French appeals court
last June upheld a lower court decision

ordering Google Inc. to pay
nearly $400,000 in dam-
ages to LVMH because the
search engine had dis-
played advertising from
merchants selling fake
Vuitton goods. Google said
after the ruling that it
would bar advertisers from
buying listings using oth-
ers' trademarks. Embold-
ened by that ruling, LVMH
now is seeking $50 million
in damages from eBay.

What if LVMH wins? One
solace for eBay is that
French courts are stingy in
awarding damages, says
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Anne Cousin, a Paris-based litigation spe-
cialist with the London law firm Denton
Wild Sapte. To win the kind of damages it
seeks, LVMH would have to document
thousands of individual sales of fake
items, Cousin says. Yet even if the award
were minimal, a French ruling against
eBay could have big consequences. The
court could, for example, order eBay to re-
move fakes from its pages worldwide, not
only from its French site, on grounds that
a France-only fix wouldn't stem the dam-
ages suffered by LVMH. "The cost of
policing would directly impact eBay's
business model," says Thomas Hemnes,
an intellectual-property lawyer with the
Boston-based GTC Law Group.

TAKING ON WAL-MART
NO QUESTION, LVMH is willing to fight to
protect its gold-plated brands, which in-
clude Vuitton, Dior, Fendi, Guerlain, and
others. Already this year it has won court
cases in China against the popular Silk
Market in Beijing, and against the Chinese
unit of Paris-based retailer Carrefour, for
selling counterfeit handbags. And in June,
LVMH sued Wal-Mart Stores Inc. in the
U.S., alleging that its Sam's Club stores
were carrying fake Fendi bags. Wal-Mart
has denied the charge and says it can prove
the bags were genuine.

Lawsuits are only part of the threat to
eBay's business, though. Experts warn
that the spread of knockoffs on the site is
hurting legitimate vendors and turning
off buyers. "Fraudsters are getting better
and better at scamming the system," says
Ina Steiner, editor ofAuctionBytes.com, a
newsletter for online auction users. "As
more people have bad experiences, it's a
growing problem."

Fine—but who should fix it? An eBay
spokesman says the company monitors
its site for counterfeit goods and responds
promptly to complaints. But, he says, "a
brand owner is the only one that can tru-
ly and effectively police its own brand."
Says Scott Devitt, who tracks eBay for St.
Louis brokerage Stifel, Nicolaus & Co: "In
the physical world, it's not a mall owner's
responsibility to manage everything a
merchant does." Indeed, some earlier ef-
forts to pin blame on eBay have failed. A
German court in 2002 rejected a request
by Switzerland's Montres Rolex to ban
the sale of Rolex-branded watches on
eBay. Rolex is appealing the decision to
Germany's supreme court.

Yet critics say eBay is clearly losing
ground in the fight against counterfeit
goods. Test purchases from among
roughly 300,000 Dior products and
150,000 Vuitton items offered on eBay

during the first six months of this year
showed that 90% were fakes, LVMH says.
The "brand new" Vuitton holdall listed for
$188, for example, is certainly going
cheap since the genuine article retails for
$885 and is sold only at Vuitton boutiques
and a handful of high-end retailers such
as Neiman Marcus. "It's not enough for
eBay to say, 'Tell us there's a counterfeit.'
EBay knows, or should know" without be-
ing told, says Louis S. Ederer, an intellec-
tual property lawyer at New York firm To-
rys LLP who has successfully represented
Tommy Hilfiger Corp. and others in
counterfeiting cases against retailers.

For now, it's caveat emptor for eBay
shoppers. Helena Amourdedieu, a Paris
public-relations consultant, says that she
paid nearly $500 last winter for what she
discovered was a fake Chloe "Paddington"
handbag on eBay. The seller ignored sev-
eral demands for a refund, finally relenting
after she posted a negative review on
eBay's site. But, Amourdedieu vows, "I'll
never again buy anything expensive on
eBay where there's a brand label in-
volved." If more customers follow her ex-
ample, eBay could have a genuine problem
on its hands. 

-With Tim Mullaney in New York
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