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The United States Supreme Court recently
decided to review the Ninth Circuit Court of
Appeals’ decision in Metro-Goldwyn-Mayer
Studios, Inc. v. Grokster; Ltd (“Grokster”). The
Ninth Circuit had affirmed a trial courts ruling
that peer-to-peer (“P2P”) software companies
Grokster Ltd. and Streamcast Networks, Inc.
(“Respondents”) were not secondarily liable
for copyright infringement committed by their
end users. 380 F:3d 1154 (9th Cir. 2004), cert.
granted, 2004 WL 2289054 (U.S. Dec. 10, 2004)
(No. 04-480). The legality of promulgating
software useful for (possibly unlawful)
distributed file-sharing presents a matter of
first impression for the Supreme Court.

The has drawn considerable attention, as
existing copyright principles and procedural rules
were, for the most par, developed before an era

n which remote individual u

rs could, without

any centralized control, use softvare devised
by companies such as Respondents, and public
works faciltated by Internet Service Providers

(“ISPs"), to facilitate the (often unlawful) exchange of
copyrighted music and other digital content without
any direct involvement of, or participation by, the
software providers or ISPs. Thus, technologic:
developments have led to a situation in
existing law (unless stretched beyond its previous
boundaries by the courts) provides copyright owners
with lte effective remedy against what most
observers would agree is widespr d injurious
piracy of digital multimedia content.

The Supreme Court may take the opportunity
in Grokster to attempt to ameliorate this problem
by fashioning a new standard for the doctrine
of contributory copyright infringement, which as
currently understood recuires a company to know
of, and materially contribute to, primary infringement
committed by users of its products. Relying on
quidance from the landmark Supreme Court
Sony Corp. of America v. Universal City Stucios, Inc.
(“Sony’), 464 U.S. 417 (1984), the Ninth Circuit
uled in Grokster that when a product is capable of
substantial non-infringing uses (as el as possibly
infringing uses), the distrbutor would be fiable only if
it knew of specific infringement and faled to act on
such knowledge at the time.

Entertainment studios and songwriters seeking
redress in Grokste ) fear that upholding
such a standard would allow software companes
intentionally to design networks so as to biind
themselves to direct infringement (and to any
attendant obligations). Petiion for Wit of Certorari
at 22-23, Grokster (No. 04-480), Grokster (No. 04

480). The Supreme Court could assuage such fears
by broadening the definition of what constitutes
“knowledge” of direct infringement (so as to include
constructive or imputed knowledge, for instance),
and it might determine that evidence of bad faith

or intent shoud play a more significant role in
determining contrbutory labily,

Petitioners further argue that the more
e test for non-infringing uses should
be drawn from the Seventh Circuit’s approach in
In re Aimster Copyright Ligation, 334 F-3d 643,

G: (7th Cir. 2003), cert. denied,
540 US. 1107 (2004), which analyzed actual

and probable non-infringing uses as well as the
relative proportions of infringing and non-infringing
eme Court ruling addressing whether
sful defense requires showing that non-
infringing uses are possible -- rather than probable
and proportionately significant - would provide
useful guidance to technology companies as file
sharing t iques continue to evolve. Petition at 13
and 25-26, Grokster (No. 04-480)

Additionally, the Suprem urt may provide
quidance on the doctrine of vicarious copyright
infringement, which requires that an accused
parly profit from users’ infringement and that
e some abilty to monitor users. In
Grokster,the technical nature of Respondents
ed computer networks has enabled them
e vicarious liabilty thus far. (Respondents
dently learned a lesson from the fate of
Napster LLC (Napster”), which sufered court
defeats that effectively shut it down s a provider of
piracy-enabling software because Napster, unlke
Respondents, provided centralized indexing and
file-transfer capability that permitted the courts
to attribute end users” infringing file transfers to
Napster as the network faciltator)

Should the Court affirm or narrow the standards
for imputing an abilty to monitor, decentralized file-
sharing networks and other media-sharing products
will continue to thrive. Removing the financial
benefit requirement, on the ather hand, could lead
technology companies either to face increased
vicarious liabity exposure, or to better police
infringement or increase the number of legtimate
uses for their products,

The Court may follow Sony and the Ninth Circuit
in deferring to the U.S. Congress to fashion the
secondary liabilty standards for new technologies,
as the Legislature is perhaps best equipped to
balance the competing interests of the entertainment
and technology industries. Congress has deliberated
for months regarding legislation bearing on P2P
concerns. The Inducing Infringement of Copyrights
Act would broadly hold companies liable for
encouraging infringement through any products,
and thus would effectively attempt to ban, or at least
imperlthe free use of, many degices and softvare
that can be used to store or play ilegally obtained
fles. Indeed, this billcould call into question the
legality of many forms of devices and software that

arguably have multiple non-infringing uses, such

as CD rippers and burners and MP3 players. Other
pending bil, such as the Piracy Deterrence and
Education Act and the Protecting Intellectual Rights
Against Theft and Expropriation Act of 2004, focus
on deterring and punishing primary infringerment

by P2P network users. In view of the substantial
pending legislation on these topics, the Court may
hesilate to usurp the Legislature’s role in setting the
boundaries of substantive copyright nterests.

Similarly, it seems unlikely that the Court il
Hlatly overrule Sony, which would not only reverse
aleading copyright law precedent, but could also
lead to an eruption of innovation-stifing lawsuits
against technology companies whose software
can (despite their best intentions) be misused by
unrelated parties. If Sony were broadly renounced
by the Court, P2P companies ould ikely be forced
outof their current business, but would no doubt
eventually introduce (as Napster has) new products
and business models for sharing digital content in
afashion that preserves the proprietary interests of
rights-holders and thus allows network providers to
avoid liabilty for the sins of their users.

Ifthe Court nstead follows the Ninth Circuitin
interpreting the vicarious and contrbutory liabilty
standards rather narrowly and placing no decisive
weight on either the predominantly it use of the
are or on any intent - or willful inattention
spondents’ parts, such a decision would likely
uel introduction of new file-sharing products with
minimal fear of secondary liabilty. Pending further
legislative action, content ovners would need to
fashion licensing agreements with the P2P networks,
or pursue infringement remedies against individual
and often anonymous users of the P2P systems,
in the absence of any effective remedy against the
network software providers.

In either event, the hotly-contested Grokster
case (along with other recent cases in which the
courts have limited copyright owners' abilty o serve
subpognas on ISPs seeking the identity of individual
alleged infringers who, without the ISPS’ knowledge
or partcipation, used the ISPs’ networks for llgal
file-sharing; see Recording Inds. Ass'n Of Am.,Inc.
. Verizon Internet Servs., Inc., 351 F:3d 1229 (D.C.
Cir. 2003)) seems to confirm that the legal landscape
as regards how copyrights wil be enforced in an
age of ever-evoling digital technology il continue
to shift rapidly, whether in the courts or through the
legislative branch, for the foreseeable future
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