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By NORA HOWE

Now that ecommerce marketplaces and social media platforms are critical sources for goods and services, brands
must protect themselves and their consumers from online fraudulent behavior.

A core group of repeat sellers are responsible for a disproportionate share of illicit activity on online marketplaces
and social sites, according to brand protection software provider Incopro. In its "Three Strikes and Out: How
Ecommerce Platforms Can Protect Consumers from Repeat Offenders" report, Incopro explores the connection
between repeat sellers of illicit goods and services and the monetary gain brands could secure if online
marketplaces and social sites were to implement strict policies.

"Repeat offenders and bad actors damage brands in a range of ways, the most obvious being revenue lost when
consumers mistakenly buy counterfeit products," said Piers Barclay, chief strategy officer at Incopro, London.
"However, consumers may not realize they have bought non-genuine products and believe the poor quality products
are legitimate, harming the trust in the brand.

"Additionally for luxury brands in particular, flooding the market with low quality, low price counterfeits can threaten
their reputation for exclusivity and quality which can be far more serious than individual lost sales in the long run."

In the study, Incopro analyzed more than 1.5 million automated requests, sent on behalf of more than 750 brands
between November 2019 and November 2020, asking for illicit offers for sale to be removed across 34 global
marketplaces and social sites.

Three strikes
The data shows that the proportion of sellers who most aggressively repeatedly use ecommerce operations to
infringe rights and harm consumers comprises 3 percent of sellers enforced, however these sellers make up more
than 20 percent of the identified illicit issues detected.

According to Incopro, counterfeiting and piracy may reach $4.2 trillion by next year, placing 5.4 million jobs at risk.

The Global Brand Counterfeiting Report 2018 stated that the luxury counterfeit market was estimated to be $98

https://www.luxurydaily.com/category/sectors/retail-industry-sectors/
https://www.luxurydaily.com/incopro-fake-ecommerce-listings-report/
https://www.luxurydaily.com/wp-content/uploads/2020/12/gucci-fakenot-2020.png
file:///author/nora-howe
https://pubads.g.doubleclick.net/gampad/jump?iu=/60923973/mid-article-micro-bar&sz=234x60&c=85099116&tile=1
https://www.incoproip.com/
https://www.incoproip.com/three-strikes-and-out/


billion, including $30 billion in fake goods peddled online (see story). In 2017, monetary losses suffered by the
public due to online counterfeiting reached $323 billion.

A third of consumers ' time spent online is  with Google- and Facebook-owned platforms . Image credit: Incopro

The Organization for Economic Cooperation and Development (OECD) estimates that trade in fake goods makes up
3.3 percent of global trade.

In its "Status Report on IPR Infringement", the European Union Intellectual Property Office (EUIPO) noted that the
estimated extent of counterfeit goods in global trade rose from $461 billion in 2013 to $509 billion in 2019.

Recognizing that consumer harm and economic loss from brand misuse is an increasing threat as ecommerce
continues to grow, legislators in the United States and European Union have tabled potential legislation aimed at
helping brand owners and others to secure greater protection for their products and services online.

Legislation under construction in the United States includes: SHOP SAFE Act, Trademark Modernization Act,
INFORM Consumers Act and the SANTA Act. The European Union is currently reviewing The Digital Services Act.

However, research suggests 33 percent of consumers still hold ecommerce operations responsible for addressing
these issues.

Therefore, Incopro suggests online marketplaces and social sites implement two baseline requirements: all seller
identities should be verified; all sellers should be removed from the platform if identified as selling illicit goods and
services on more than three occasions.

Currently, 68 percent of the online marketplaces and social sites analyzed in Incopro's study have some policy in
place to tackle repeat sellers of illegitimate goods. However, only three of these platforms have publicly announced
strict three strikes policies that consistently result in banning repeat illicit sellers: Alibaba, Aliexpress and Taobao.

"Alibaba has invested in technology to enable proactive monitoring and takedown of issues, working closely with
brands to reduce the scale of counterfeiting on their platforms," Mr. Barclay said. "With almost two-thirds of
consumers losing trust in marketplaces after buying fake goods, platforms such as Alibaba have realized addressing
this problem is not just about protecting consumers and brands, but it's  also in their own interest as well."

If consumers are exposed to 11 percent fewer non-genuine offers on ecommerce platforms worldwide, this would
amount to $35 billion saved, and if increased to 25 percent, would amount to $78 billion saved. The equivalent
revenue would also be captured by the true rights holders selling legitimate products and services.
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Incopro refers  to ins tances  of brand abuse as  breaches . Image credit: Incopro

Incopro's analysis shows that significant business and consumer protection could be secured with the consistent
implementation of robust verification of seller identity combined with strict removal for those that repeatedly offer
products or services that are fake or otherwise misuse intellectual property or breach consumer and platform
regulation.

Implementing these policies could reduce the potential risk to consumers by up to 24 percent at a time when there
has been vast acceleration in usage of ecommerce operations. Effective policy in this area would protect
consumers, rights holders and trust in the platforms themselves, according to the report.

Taking action
Due to the exclusive and high-price nature of luxury brands, fashion houses continue to combat counterfeit culture
by maintaining consistent messaging and reiterating their values.

Italian fashion house Gucci boldly poked fun at knockoff products and counterfeit culture with a "Fake/Not" ready-to-
wear collection.

Drawing inspiration from a retro appropriation of the logo featuring the green and red stripe, Gucci embellished the
same logo with the motto "Fake/Not" on a collection of shoes, outerwear, scarves and accessories. Rather than
taking legal action, the Italian fashion house attempted to beat counterfeiters at their own game by simply becoming
an active participant (see story).

In a less tongue-in-cheek reaction, Italian fashion label Salvatore Ferragamo and ecommerce marketplace Amazon
jointly filed two lawsuits against counterfeiters. The lawsuits accuse four individuals and three entities of
counterfeiting Ferragamo products, including Gancini belts, in violation of the fashion label's intellectual property
rights and Amazon's policies.

They allege the defendants used Ferragamo's registered trademarks, without authorization, to deceive Amazon
shoppers about the authenticity and origin of the products in question (see story).

Amazon has also expanded its product serialization service in a concentrated effort to protect brands and
consumers from counterfeits.

According to Amazon, enlisted brands have already generated more than 300 million unique codes. In 2019 alone,
the system prevented more than 250,000 fake versions of Transparency-enabled products from reaching shoppers
(see story).

"With more than 26 percent of consumers having mistakenly bought a counterfeit, it is  clear that addressing this
challenge can recapture revenue for brands where consumers have been tricked," Mr. Barclay said. "In the luxury
space, many consumers knowingly buy counterfeits and so this effect may be less pronounced, but the long-term
impact of protecting brand reputation and exclusivity against a flood of counterfeits is  likely to mitigate far more
significant loss."
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