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Abstract. The lawsuit brought by Viacom and other copyrightners against YouTube
underscores the uncertainties of the law of seagndiability for third-party copyright
infringement. Particularly, it shows the strenginsd weaknesses of the Digital Millennium
Copyright Act, on which most Web 2.0 service prevalheavily rely for protection from liability
for their users’ infringements. This article exmsrthe relationships between the protection
granted by the DMCA safe harbors and the standafrdecondary liability developed at common
law, with special reference to that of inducemedomed by the U.S. Supreme Court in the
GrokstercaseKeywords YouTube, Secondary Liability, DMCA, inducemenpgright.

1. Introduction.

Liability of online service providers in the fielaf copyright continues to be a highly controverssale. This is
particularly true of the liability of providers ogaing platforms generally referred to as web 2tgere users
upload vast amounts of potentially copyrighted tiveacontent, including photographs, music or vidies.
Services such as YouTube, Facebook, MySpace, éBagzon, or Flickr, among many others, are examples
this category of platforms. Under the US law, b#ge providers rely on the protection establishethé Digital
Millennium Copyright Act (“DMCA”"), a 1998 statutéhat creates a series of liability safe harborssfoecific
online activities: One of the activities covered is the storage ofens provided by users, so that qualifying
service providers are exempted from liability firraonetary relief for direct and secondary liatyilby reason
of the storage of infringing content at the direntbf their users.

The application of this safe harbor has been dsgim just a handful of cases, the most relevlwhich is
probably the Viacom'’s suit against YouTube, regedticided at the lower court leviDn 23 June, 2010, after
more than three years of litigation and a volumsoecord—but only some days after the parties fiedr last
briefs concerning their cross motions for summadgment—the United States District Court for theitBern
District of New York handed down its much-expectaling on this case. The parties and their suppgraimici
had advanced and discussed all types of possiglarents in favour and against YouTube’s liabiliy the
infringement of plaintiffs’ copyrighted worksChief among the disputed legal issues was whetbfandants
were shielded from copyright liability under the @W’'s hosting safe harbor. The court granted summary
judgment that defendants were indeed entitlededCA protection against all of plaintiffs’ direahd

Y This paper was originally published in Kierkegae®d,(2010) Private Law: Rights, Duties and ConflitAdTL. pp.423-
435

! Title Il of the DMCA amended Chapter 5 of Title 17 the United States Code, by adding a new sectich thled
“Limitations on liability relating to material omie”. Seel7 U.S.C. § 512 (2000).

2Seel7 U.S.C. § 512(c) (2000) (“Information ResidingSystems or Networks at Direction of Users”).

% Viacom Intern. Inc. v. YouTube, Iri2010 WL 2532404 (S.D.N.Y. June 23, 2010). Thengiljrants defendants motion for
summary judgment and denies the cross motions [filetoth Viacom and the Class Plaintiffs (The FobtBasociation
Premier League Limiteat al). In this article, unless indicated otherwiseill use the term “YouTube” to refer generally to
defendants (YouTube, Inc., YouTube, LLC, and Godugte).

4 Almost all documents filed with the case are ald# athttp:/dockets.justia.com/docket/new-
york/nysdce/1:2007¢cv02103/302184last visited Sept. 5, 2010).
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secondary copyright infringement claims. Viacom iethately announced it would appeal the ruling dnest
the U.S. Court of Appeals for the Second Circuit awve the opportunity to decide on the matter.

Viacom v. YouTubeffers a good opportunity to reflect on the megnémd operation of the hosting safe
harbor and its ability to supply legal certainty feser-generated content platforms and other Wels&rvice
providers. While the DMCA intended to strike an ayiate balance between the interests of servigeigers
and copyright owners, the parties in the lawsufiegp to hold strongly different views as to how soofi the
key points of the statute must be construed. Battigs insist that the law is perfectly settled—eitllin exactly
opposite ways. Disagreements encompass a wide odniggues, including the very meaning of the bedaiine
DMCA intended to strike. Service providers and aigiyt owners argue about basic policy options sspgly
addressed by the law, such as who should bear—eamdhat extent—the burden of searching for copyright
infringement. Likewise, they dispute whether the OM safe harbors shelter a service provider in azfse
inducement—a theory of secondary liability develbpg the US Supreme Court in the Grokster €ase.

Both sides disagree as well on the interpretatiospecific elements of the safe harbor provisiorisey
disagree for instance on the scope of the hostfegtgrbour i.e. which activities may be deemed to occur “by
reason of the storage at the direction of a uSdréy have also different views on the meaning efgb-called
‘red flag’ provision—.e. what amounts to awareness “of facts or circunegtsufrom which infringing activity is
apparent” and which are the duties this awaremaggets. Another point of disagreement is whetherDMCA
merely codifies the common law standards for vamasiliability or if the notions of “financial berieflirectly”
and “right and ability to control such activity” @ a different meaning within the statute.

While these and other relevant points of the DMQGA ander dispute between the parties, the debatetis
limited to the interpretation that statute; rattibe parties have conflicting positions on almastrg legal theory
imposing liability for copyright infringement. Asotdirect liability, for instance, they disagree orhat
constitutes the volition element to find infringemheRegarding contributory liability, they divergs what
amounts to inducement under Grokster. With resfzegicarious liability they differ on how the commadaw
standards must be assessed.

These conflicting legal arguments reflect differentderstandings of how copyright should be enforiced
the web 2.0 environment. To be sure, from a momegd viewpoint, the dispute involves the long deba
guestion of how to treat technologies capable dfi lidfringing and non infringing uses. To what extshould
disruptive technologies be allowed to go ahead wtiemy may result in a general increase of copyright
infringement? Should a given new technology or devie obliged to limit itself so that it cannot ged for
infringement purposes, even at the cost of cuttifignany of its legitimate uses? Should copyrightners be
forced to bear the burden of investing more and emsources to police and prevent the widespread
infringement made possible by a given new develogth€onversely, if this burden were to be imposedhe
operators of the innovative platforms or serviogeuldn’t this imply an unjustified obstacle to pregs and
innovation? Imagine for example a promising newtedogy that is supposed to be widely used fortiegite
and even socially desirable purposes in a foresedature, but that in its first stages of devel@mnis used
mainly for copyright infringement by end users. Boge further that in order for this technology thiave the
necessary level of development it must reach acsifit number of users and that they are likelyatdve
attracted precisely by the infringing possibilitigee new technology facilitates. Should copyrighiners be
allowed to stop the development of the new techmolor to get somehow compensated by its developers
account of the increased level of infringement? Wahe answer to this question depend on wheth@obthe
provider of the new technology or service is adyuébstering the infringing uses or using the inffing
possibilities as a draw to attract users? Woulblillts ultimately turn on the actual or construeiknowledge
the operator may have of specific instances ofrigément? And if so, could the operator avoid ligbiby
engaging in some form of wilful blindness?

® SeeViacom’s Notice of Appealiacom2010 WL 2532404 (No. 402), filed on August 11, @01
® Metro-Goldwyn-Mayer Studios Inc. v. Grokster L&#45 U.S. 913 (2005).

19



JICLT

Journal of International Commercial Law and Technology
Vol. 6, Issue 1 (2011)

These and similar questions lie behind conflictst thrise at the intersection of copyright and irative
technologies or services. Disputes of this natanetbeen addressed by courts on different occasiovs well
known cases decided by the US Supreme Court amaipeat examples of this. The first one is Sony v.
Universal, also known as th@étamax’ case’ At issue in this case was Sony’s liability for thepyright
infringements made possible by its videocassetterder. The second example is the Grokster casetioned
above, which dealt with the liability of a distriiou of peer-to-peer software for the infringementscilitated.
Both rulings adopted legal standards intended lhiese an appropriate balance between the inteaéstske. In
Sony, the US Supreme Court, reflecting the patawntsl traditional staple article of commerce doarinuled
that one who distributes a device that enables ragityinfringement, with constructive knowledge ttsame
will actually engage in infringing activities, ionliable for the infringements performed by enerssif the
device is “capable of substantial non infringingsis8 In Grokster, defendants relied on the Solg/ taescape
liability, as the peer-to-peer software is indeegable of substantial non infringing uses. The Suer Court
noted, however, that Sony “was never meant to fosecrules of fault-based liability derived fronetbommon
law” and that “where evidence goes beyond a proslattaracteristics or the knowledge that it maypbe to
infringing uses, and shows statements or actiorectid to promoting infringement, Sony’s staplécatrule
will not preclude liability”? The Grokster court further stated that the pasef#tiv rule on inducement of
infringement was also appropriate in the field opygright. It adopted accordingly that rule, holdithgt “one
who distributes a device with the object of promgtits use to infringe copyright, as shown by ckegrression
or othermaffirmative steps taken to foster infrimgant, is liable for the resulting acts of infringem by third
parties.’

Not only courts but also Congress has tried totaalbalanced legal framework. As noted, this was th
purpose behind the DMCA safe harbors scheme, wiaictording to the legislative history, “preservasrsy
incentives for service providers and copyright omsnéo cooperate to detect and deal with copyright
infringements that take place in the digital netveal environment”, and “[a]t the same time, it po®s greater
certainty to service providers concerning theirlegxposure for infringements that may occur indbarse of
their activities.™ The balance, however, is difficult to achieve irapidly changing environment. The dispute in
Viacom v. YouTube, a lawsuit filed almost a decafter the DMCA was enacted, underscore those diffes.

In this Article | do not intend to cover all thesiges raised by this case; instead | will focushenrelationship
between the safe harbors and the doctrines of dacptiability, particularly that of inducement, a&ll as on
some internal inconsistencies of the statute ttegt dilute its intended balance.

2. The DM CA safe harborsand the doctrines of secondary liability

Liability of online service providers, and more gedly that of operators of technologies that eaalspyright
infringement by third parties, rests mainly on dimets of secondary liability. This was the caseadth Sony and
Grokster, and it is also the caseVilmacom v. YouTubdn fact, while Viacom claims that YouTube is also
directly liable, the lawsuit is primordially abosgcondary liability.

As opposed to ‘direct’ liability, that is, liabilitimposed on those who directly engage in acts of
infringement, the idea of secondary, or derivatiiahility relates to those instances were oneeil tiable for
infringements committed by another. This liabilisynot expressly imposed by the Copyright Act; eatht has
been developed by courts.

" Sony Corp. of Am. v. Universal City Studios, 146 U.S. 417 (1984).
8 Sony 464 U.S. at 442.

® Grokster 545 U.S. at 934-35.

191d. at 936-37.

1 H.R.ReP. No. 105-551, Part 2, at 49-50 (1998).
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Secondary liability may be established under twitedint doctrines, namely, contributory infringerhand
vicarious liability. The classic statement regagdicontributory infringement affirms that «[o]ne whwith
knowledge of the infringing activity, induces, cassor materially contributes to the infringing cant of
another, may be held liable as a ‘contributoryiifer'»1? With regard to vicarious liability, the traditioha
formula states that «[w]hen the right and ability dupervise coalesce with an obvious and dire@nftial
interest in the exploitation of copyrighted matksriaeven in the absence of actual knowledge thatdipgright
monopoly is being impaired—the purposes of copyriglv may be best effectuated by the imposition of
liability upon the beneficiary of that exploitatior® Both theories of derivative liability have beerpesssly
recognized by the Supreme CotfrtHowever, the ways courts have been applying theve hat always been
perfectly homogeneous.

In its lawsuit against YouTube, Viacom claims tHafendants are liable under both doctrines of sisgn
liability. First, it claims defendants are liablader the inducement rule adopted in Grokster, wiidctually a
form of contributory liability’® because they “intentionally operated YouTube asaseh for massive
infringement.*’” Second, it claims defendants are vicariously liaideause they “derived a direct financial
benefit from infringement that they had the rightaability to control.*® YouTube rejects both claims and,
more importantly, it contends that the court doatsaven need to consider whether those allegatiaus merit,
because YouTube is entitled to the DMCA hosting d&rbor, which protects it against all liabilitigions. In
other words, even if YouTube could be consideredblé under the common law’s doctrines of secondary
liability—which it denies—it would be nonethelesseenpted from that liability by virtue of the hogiirsafe
harbor provisiort? Viacom holds a different view of the safe harbasserting that they do not immunize
defendants from common law secondary liabilityrolsi In particular, Viacom emphasizes that the DMfd&s
not prote2<l:t defendants against liability for indmemt?°and that it does not protect them either agairstrious
liability.

12 Gershwin Publishing Corp. v. Columbia Artists ManagemInc.,443 F.2d 1159, 1162 (2d Cir. 1971).

13 Shapiro, Bernstein & Co. v. HL Green ¢816 F.2d 304, 307 (2d Cir. 1963).

14 SeeSony 464 U.S. at 435 (“The absence of such expresgiage in the copyright statute does not precludértiposition
of liability for copyright infringements on certaparties who have not themselves engaged in thmimgiig activity. For
vicarious liability is imposed in virtually all aae of the law, and the concept of contributoryimgement is merely a species
of the broader problem of identifying the circunm&tas in which it is just to hold one individual aoatable for the actions
of another.”) (Footnote omittedfee alsaGrokster545 U.S. at 930 (“[T]hese doctrines of secondetyility emerged from
common law principles and are well establishedhanlaw”).

15 SeeAlfred C. Yen,Third-Party Copyright Liability After Grokste®1 MINN. L. Rev. 184 (2006) (discussing the different
constructions of third party liability followed lgourts beforésrokste).

18 See Grokster545 U.S. at 930 (“One infringes contributorily kigtentionally inducing or encouraging direct
infringement.”).See alsdMark BartholomewCops, Robbers, and Search Engines: The Questiofadée of Criminal Law
In Contributory Infringement Doctrine2009 BYUL. Rev. 783,787.See also Perfect 10, Inc. v. Visa Int| Serv. Asd®¢
F.3d 788, 795 (9th Cir. 2007) (“one contributorihfringes when he (1) has knowledge of anotherisnigément and (2)
either (a) materially contributes to or (b) indutieat infringement.”).

17 SeeMemorandum of Law In Support of Viacom’s Motiorr @artial Summary Judgment on Liability and Inagatiility

of the Digital Millennium Copyright Act Safe HarbBrefense at SYiacom2010 WL 2532404 (No. 186) [hereinafter,
Viacom’s memorandum

81d. at 30.

19 sSeeMemorandum of Law In Support of Defendant's Motiian Summary Judgment at 79jacom2010 WL 2532404
(No. 188) [hereinafteryouTube’s memoranddr(fAs an initial matter, a finding that YouTube fgotected by the Section
512(c) safe harbor would preclude damages liakftityany of plaintiffs’ infringement theories—inaing inducement.”).

20 SeeViacom’s Memorandum of Law in Opposition to Defentk Motion for Summary Judgment at ¥8com2010 WL
2532404 (No. 284) [hereinaftevjacom’s Opposition(“Defendants (backed by theamici, who also defended Grokster in
the Supreme Court) embrace the extremist positiahdten if they are liable as intentional infrirgeinderGrokster the
DMCA would still immunize that intentional wrongfulonduct. But the law (not to mention common sens® sound
policy) does not permit Defendants to indirecticamventGroksterand reap the benefits of their intentional wrorigdamn
the basis of an extreme and one-sided readingedDMCA.”) (internal citations omitted).

21 see Viacom’s memorandym@t 57 (“Defendants are liable for the infringemen YouTube under the common law of
vicarious copyright liability. Therefore, under 8Z&c)(1)(B) incorporating that standard, Defendaatsnot use the DMCA
to escape liability.”).
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The contention that a defendant who would be lialsider common law’s criteria of derivative liabjlt
including inducement—is not protected by the DMG#esharbors can be argued in two different waystHby
pointing out that the conditions required by the ©OMin order to benefit from the safe harbors bdkidaack
the common law standards of secondary liabilityd #imus, being secondarily liable under the comraom |
criteria would normally result in failing to meétet DMCA statutory requirementéSecond, by referring to the
purpose of the statute, that is, reasoning thatsdfe harbors were never meant to apply to an tintead
wrongdoer, and that, as a consequence, where addgfemeets the standard on inducement, sectionvbuii
not even come into play. | will briefly consideesie approaches in the following subparts.

2.1 The position that the DMCA merely codifiesdbmmon law criteria on secondary liability

Section 512(c) exempts a service provider fromiliiglfor all monetary relief (and, in a limited waalso from
injunction relief) “for infringement of copyrightyoreason of the storage at the direction of a aeraterial that
resides on a system or network controlled or opdrly or for the service provider.” This limitatio liability
is subjected to several conditions, some of whighear to parallel the common law standards forrdmrtory
and vicarious liability. First, with regard to cabutory infringement, the statute tracks the ttiadial common
law standard that holds liable a defendant whoawisal or constructive knowledge of the infringiactivity
and, nonetheless, continues to materially conteitiatthe infringement. In this respect, Section(6)2)(A)
requires that the service provider “(i) does noteéhactual knowledge that the material or an agtiuging the
material on the system or network is infringingd) {n the absence of such actual knowledge, isavare of
facts or circumstances from which infringing adiivis apparent; or (iii) upon obtaining such knogde or
awareness, acts expeditiously to remove, or disabtess to, the material.” Section 512(c)(1)(C)hier
demands that “upon natification of claimed infringent as described in paragraph (3), [the serviowiger]
responds expeditiously to remove, or disable acteshe material that is claimed to be infringimgto be the
subject of infringing activity.” Second, as for ttommon law standard of vicarious liability, Seatio
512(c)(1)(B) requires that the service providerésgmot receive a financial benefit directly atttdhle to the
infringing activity, in a case in which the servigmvider has the right and ability to control saaivity.”

Does this mean that the hosting safe harbor simpées not protect a defendant that would be secitywdar
liable at common law, and thus limits its effecirromunize a defendant from direct liability? Thiswid be the
logic conclusion if those requirements were congbjetoincident with the common law standards. Hosveit
can be shown that there are at least some diffesehetween both sets of critefidioreover, Section 512’s
legislative history shows that the statute didndtéo cover at least some instances where, intikerge of the
safe harbors, secondary liability would arise.

In this respect, the Conference Report states'fhst provided in subsection (l), Section 512 ig meended
to imply that a service provider is or is not liakgs an infringer either for conduct that qualifi@sa limitation
of liability or for conduct that fails to so qualifRather, the limitations of liability apply if ¢hprovider is found
to be liable under existing principles of lad.Now, this limitation of liability is by no means served to
providers that would be found directly liable. Ratht also protects those who would be held seagnkibble at

22 Albeit acknowledging that some differences exisis approach has been basically followed, foranse, inColumbia
Pictures Industries, Inc. v. Funblo. CV 06-5578, 2009 WL 6355911, at *15 (C.D. Cal. D&t 2009) (“In many ways, the
Digital Millennium Copyright Act is simply a restatent of the legal standards establishing secondapyright
infringement—in many cases, if a defendantiable for secondary infringement, the defendiannot entitled to Digital
Millennium Copyright Act immunity; if a defendam not liable for secondary infringement, the defendanéntitled to
Digital Millennium Copyright Act immunity. The twoess of rules do not entirely overlap, but this feamork is helpful for
understanding the Act’s statutory text and strietii(emphasis in the original).

2 5eeR. Anthony Reesdhe Relationship between the ISP Safe Harbors aa@ttlinary Rules of Copyright LiabilitB2
CoLum. J.L.& ARTS 427 (2009).

24 H.R. Rep. No. 105-796, at 73 (1998) (Conf. Rep.) (asishadded). The same exact fragment can be fouthe iHouse
Report (H.R. Rep. No. 105-551(ll), at 50 (1998)) anthe Senate Report (S. Rep. No. 105-190, at 1919@8)). The only
difference is that the House and Senate repottsrefierred to Subsection (k), a provision that wamlly renamed as
Subsection (1).
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common law, as long as they qualify for the safibbes. Indeed, the Conference Report, as well adHiuse
and Senate Reports, immediately add that “[t]hatditions in subsections (a) through (d) protectlifyiag

service providers from liability for all monetarglief for direct, vicarious and contributory infgement.?® This
scope is further reiterated specifically with rebjao the hosting safe harbor: “New Section 512i@jt$ the
liability of qualifying service providers for claisnof direct, vicarious and contributory infringerhéor storage
at the direction of a user of material that residesa system or network controlled or operated ibjoo the
service provider

These passages from the legislative history coiatréice idea that the statute intended to excludenfthe
safe harbors’ protection every instance where ardifnt may be found secondarily liable at commen la
fact, it seems safe to assume that the draftetiseoDMCA did not consider the qualifying criteriar fthe safe
harbors to be completely coincident with those usedommon law to find derivative liability, anduth they
envisioned that in some situations a defendantrekady liable at common law would nonetheless fiefrom
the liability limitations.

Moreover, regardless how much both sets of criters@mbled at the time the statute was enactagp#ars
that the DMCA did not intend to be bound by futdevelopments of the common law standards of secgnda
liability, at least inasmuch these new developmeright depart from the criteria laid down in thatste. In this
respect, the Senate Report indicates that “[rlathan embarking upon a wholesale clarification loésie
doctrines [of contributory and vicarious liabilityjhe Committee decided to leave current law ireitslving
state and, instead, to create a series of ‘safeohsf for certain common activities of service yders. A
service provider which qualifies for a safe harb@geives the benefit of limited liability’” This may be
particularly relevant with respect to the Groksteandard of inducement, as it was adopted the Swpfeourt
years after the enactment of the DMCA.

2.2 The position that inducement liability rendédre DMCA inapplicable.

Viacom claims not only that defendants fail to miget specific requirements for the safe harbors-tiqudarly

those set forth in subsections 512(c)(1)(A) and—-But also that defendants purposefully intendedoster

copyright infringement, and thus that they areléalinder the inducement rule adopted in Grokstecofding

to Viacom, liability for inducement would preven¢féndants to take refuge in the DMCA, because “Gmk
liability inherently defeats the DMCAZ?®

In making this claim, Viacom relies ddolumbia Pictures Industries, Inc. v. Fuigwhere the court stated
that “inducement liability and the Digital Millerunin Copyright Act safe harbors are inherently calitt@ry.
Inducement liability is based on active bad faithduct aimed at promoting infringement; the statutafe
harbors are based on passive good faith conduadaimh operating a legitimate internet businesseHas
discussed supra, Defendants are liable for indunerifi@ere is no safe harbor for such conddtt.”

Defendants in Fung maintained and operated a nuwiberb sites that allowed users to download files
located in peer-to-peer networks. Most of the filese infringing—the evidence showed that “90%-96fthe
material was likely to be copyright infringing®. The court found defendants liable as inducers unie
Groksterstandard (“evidence of Defendants’ intent to irelirdfringement is overwhelming and beyond

B H.R. Rep. No. 105-551(11), at 50 (1998) (emphasitead. See also S. Rep. No. 105-190, at 20, 40 (18&&)e), and .R.
Rep. No. 105-796, at 73 (1998) (Conf. Rep.) (same).
%6 H R. Rep. No. 105-551(ll), at 52 (1998) (emphasidea. See also S. Rep. No. 105-190, at 43 (1998)elsa
273, Rep. No. 105-190, at 19 (1998).
28\/iacom’s memoranduit 51.
2% Columbia Pictures Industries, Inc. v. Fudp. CV 06-5578, 2009 WL 6355911, (C.D. Cal. Dec.Z009).
2‘13 Fung,2009 WL 6355911, at *18 (C.D. Cal. 2009eeViacom’s memorandurat 51.
Id, at *17.
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reasonable dispute®.Defendants contended they were protected by Se&id{d) of the DMCA, which
establishes a safe harbor dealing with the pravisibhyperlinks and other information location ® The
court analyzed the safe harbor’'s requirements—wlaieh roughly the same than those of the hosting saf
harbor—and concluded that defendants did not quédif that protection. In this regard, the rulingld that
plaintiffs had established that defendants hadstieato know of their users’ infringing activitiesdnd that
defendants did not satisfy “their summary judgmiemtden by identifying facts showing that [they] wénot
aware of facts or circumstances from which infrimgiactivity [wa]s apparent® It is worth noting that this
analysis entails a very broad reading of the reguént of § 512(d)(1)(B). In addition, the court ewtthat
defendants did “not introduced any evidence thay thct[ed] expeditiously to remove, or disableesscto, the
[infringing] material’ once they became aware tHs infringing activity was apparent>The court held as
well that defendants failed to meet the statutargditions because they received a financial bemféctly
attributable to the infringing activity and had ttight and ability to control such activity.

The Fung court's statement that inducement ligbiind the DMCA safe harbors are ‘“inherently
contradictory” suggests that where inducement is\dothe safe harbors do not even come into playtlansl
there is no need to assess whether the qualifyimglitons are met. However, Fung did not limit its®
analyze whether defendants met the Grokster indecetast, but it also evaluated the specific requénts of
the DMCA—and found that defendants failed to mbetrt.

But then, if ultimately the ineligibility for theade harbors rests on the failure to fulfill the DM Gpecific
conditions, Viacom'’s contention that “Grokster lidg inherently defeats the DMCA” has no practicaéaning.
In any event, the court in Viacom v. YouTube cettairejected this argument, refusing to concludat tifi
defendants could be found liable under Grokstey theuld be, because of that, expelled from the DMChe
Viacom ruling said that “Grokster addressed the engeneral law of contributory liability for copyht
infringement, and its application to the particukubset of service providers protected by the DMISA
strained.®® The court however did not explain why such an i@pfibn would be strained. To be sure, the court
did not see YouTube as an inducer that purposefulbmoted, and profited from, copyright infringerhen
Nonetheless, the court avoided evaluating whetheferdiants actually met the Grokster standard for
inducement. And while the court suggested that,tewrea the result of that test might be, a proviteeting the
qualifying criteria for the DMCA must be protectédm liability, it is clear that the court went ateon the
assumption that defendants were not induters.

Interestingly, the court appears precisely to itlfiest defendants are not inducers from the fadtthiey meet
the qualifying requirements for the hosting safebba® However, the prongs of the inducement test do no
perfectly square with those of the DMCA. As notdabwe, the Groskster test establishes that “one who
distributes a device with the object of promotitgyuse to infringe copyright, as shown by clearreggion or
other affirmative steps taken to foster infringemes liable for the resulting acts of infringemeny third
parties.®® The Grokster court, moreover, pointed to three efem that allowed finding the intent to induce
infringement: (a) defendants aimed to satisfy avkmsource of demand for copyright infringement; (b)

21d, at *11.
% Seel7 U.S.C. § 512(d) (2000).
%4 Fung,2009 WL 6355911, at *16.
% |pid.
38 viacom v. YouTubh@010 WL 2532404, at *11 (S.D.N.Y., 2010).
37 |bid. (“The Grokstermodel does not comport with that of a service jevwho furnishes a platform on which its users
post and access all sorts of materials as they, wikile the provider is unaware of its content, lléntifies an agent to
receive complaints of infringement, and removesiified material when he learns it infringes. Talswa provider, the
DMCA gives a safe harboeyen if otherwise he would be held as a contribuittiijnger under the general lawn this case,
it is uncontroverted that when YouTube was givenrhbtices, it removed the material. It is thus gcted ‘from liability for
all monetary relief for direct, vicarious and cdbtitory infringement’ subject to the specific preigns of the DMCA.
3Sgenate Report at 40, House Report at 50.”) (emphdsisd).

Ibid.
39 Grokster 545 U.S. at 936-37.
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defendants did not attempt to develop filteringldoor other mechanisms to diminish the infringirgiaty
using their software; (c) the commercial senseeféddants’ enterprise turned on high-volume useéchwthe
record showed was infringify None of these elements directly involves the reuint of having actual or
constructive knowledge of specific instances otiakinfringements. Therefore, at least in theorgefendant
liable under the Grokster test might nonetheletisfgahe lack of knowledge or awareness requirdrsenforth
in Section 512(c)(1)(A) of the DMCA if it is conswd—Ilike in Viacom—as knowledge of particular imstas
of infringing acts. Thus, while in a case of sthafgrward inducement, a court would probably fittt the
defendant fails to comply with the qualifying respments of the DMCA, this might be at the costafistruing
those requirements in an expansive way. In factaed, the Fung court needed to construe the lauyel
requirement of the linking safe harbor in a vergdst way in order to find that defendants failednieet it**

Arguably, the more obvious the inducement is, theremwilling a court will be to expand the DMCA
requirements so that a defendant does not qualifythie safe harbors. To be sure, a real inducers-#vie
complied with the knowledge/awareness requirementdavbe unlikely to satisfy some other conditiofishe
DMCA, such as that of adequately responding tocestiof infringement under 8512(c)(1)(C), or the=¢imold
requirement of having “adopted and reasonably implated . . . a policy that provides for the termiomain
appropriate circumstances of subscribers and atdmiders of the service provider's system or nekweho
are repeat infringeré®

Let's imagine however a case where a defendafmhtel under Grokster but nonetheless formally cdespl
with the specific conditions set forth in the DMCAwhich does not seem to be an impossible situathéould
this defendant be granted the DMCA immunity? Defenid inViacom v. YouTubeould answer this question
affirmatively. However, the understanding that BldCA goes so far as to protect deliberate induesrkong as
they formally respect the safe harbors’ requiremeaems problematic.

True, the DMCA intended to provide legal certaitdyinternet entrepreneurs with regard to their piaé
copyright liability. In this respect, it sought $et forth some clear rules establishing safe harfsom liability,
even if the situations protected under those harboght have otherwise given rise to liability, wlner direct or
secondary. As noted above, the legislative histoakes this point clear, and so do some particutamgs of the
eligibility criteria that somewhat depart from commlaw standards on derivative liability. Actually.can be
argued that all this was meant to protect onlinevigiers from facing excessive risk in terms of paitd
liability, or to free them from having to investotanuch in policing and effectively preventing theisers’
infringements. It is difficult to accept that théatsite would aim to immunize from liability inteatial a
purposeful wrongdoei,e., not just an operator of dual purpose technologreservices whose activities may
bring about high levels of infringement, but anrepteneur that deliberately encouraged infringeméstems
safe to assume that the DMCA did not intend toguiosuch a defendant.

In any event, however, the facts Viacom v. YouTubehardly show defendants to be such intentional
wrongdoers. There are at least some relevant actiarried out by YouTube that contradict the idéa o
cynical, bad faith actor. One may consider in thégard YouTube’'s compliance with DMCA notices,
expeditiously taken down the material claimed tdrdgnging, and moreover preventing the ulteriglaading
of files identical to those already removed—as wsllYouTube’s serious efforts to develop filtertngls or its
policy against repeat infringers. All these conduwrdly respond to the idea of an intentional @gdpand thus
seriously undermine plaintiff's possibilities inettcase. On top of that, the Viacom’s motion for mary
judgment seems to concede that defendant’s businedsl is not premised on promoting, or profitingn,

“91d., at 939-40.

41 Moreover, the idea that the DMCA should not protisliberate inducers may be alleged by plaintiff®ider to favor a
more stringent construction of the statutory regquients. For example, regarding the critical quastiowhether or not the
knowledge/awareness must be referred to specifitaiices of infringement, Viacom contends that tia¢ute does not
require such specific knowledge, and concludesayng: “there is no ‘specific knowledge’ requirerhém the DMCA—
particularly where defendants intentionally fostefringement’ See Viacom’s memorandwan53 (emphasis added).

4217 U.S.C. § 512(j) (2000).
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infringement. Indeed, the motion considers thatmfiday 2008 YouTube is adequately filtering usemtents,
and, as a consequence, Viacom limits its claim¥daTube’s activities carried out before that daAd.this

certainly does not comport with a business modat th built on profiting from infringement, and wdu
arguably suffice for a court to find that a defemdaeets all the necessary DMCA requirements—efvérey
must be construed in a loose way.

A further question worth noting relates to the ingd inconsistencies of the statute, which | adsliasthe
following part.

3. Construingthe DM CA as a meretakedown notice statute.

As indicated above, Section 512(c) subjects the kafbor to the condition that the service provitks neither
“actual knowledge” of infringement, nor awareness facts or circumstances from which infringingiaity is
apparent®® Upon obtaining such knowledge or awareness, theiger must act expeditiously to remove the
material or disable access td“iAccording to the Viacom ruling, the critical isspeesented by the lawsuit was
precisely “whether the statutory phrases ‘actuaivdedge that the material or an activity using mieterial on
the system or network is infringing,” and ‘factsaircumstances from which infringing activity isggrent’ in §
512(c)(1)(A)(i) and (ii) mean a general awarendésg there are infringements (here, claimed to laespread
and common), or rather mean actual or construdtiha@wvledge of specific and identifiable infringemertf
individual items.*® In fact, many other critical issues were raisedphsintiffs. However, the nature of that
knowledge and particularly the meaning of the awass prong turned out to be a key point indeeckaleng
different views regarding the structure of the dadigbors scheme and the balance supposedly achigviite
Statute.

After quoting extensively the relevant passagestha legislative history, the court—without much
elaboration—came to the conclusion that “the pledaetual knowledge that the material or an agtivis
infringing, and ‘facts or circumstances’ indicatimgfringing activity, describe knowledge of specifand
identifiable infringements of particular individu#tems. Mere knowledge of prevalence of such agtiin
general is not enough®

This way of deciding the issue, however, is notrelyt unproblematic. To begin with, it certainly &® not
seem to address all the issues raised by theiffilgintho did not limit their claims to a defendaninere general
knowledge. What | would like to stress here, howgisethat court's and defendant’s understandinghefred
flag test raises the question of whether this proang then be distinguished from the actual knowdegpigpng at
all.

It is not that the conclusion of the court is neseedy wrong. Rather it is that some important peafs of
consistency within the DMCA seem to arise. Thedkgive history explains that the awareness praag ‘best
be described as a ‘red flag’ test. As stated in setsection (c)(l), a service provider need not itoorits
service or affirmatively seek facts indicating inffing activity . . . However, if the service prder becomes
aware of a ‘red flag’ from which infringing activiis apparent, it will lose the limitation of lidiy if it takes no
action.”47 This way, the awareness prong appeabg tmeant as a sort of a limit to the provisiort trstablish
that the provider need not monitor its serviceféirmatively seek facts indicating infringing acity (§ 512(m)).
The court, however, points precisely to that priovisn order to assert that the red flag must meamething
that in the end is practically indistinguishablerfr actual knowledge of a specific instance of mfament, this
way rendering the red flag test inoperative or esel

4317 U.S.C. § 512(c)(1)(A)(), (i) (2000).

417 U.S.C. § 512(c)(1)(A)(iii) (2000).

“5Viacom v. YouTub@010 WL 2532404, at *3, fn 1 (S.D.N.Y., 2010).
% |bid.

4"H.R.REP. No. 105-551, Part 2, at 53 (1998).
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Court’s and defendant’s reading of the DMCA effeely converts it into a mere takedown notice statut
exactly what plaintiffs had denounced.48 This appéarun afoul of the purpose of the statute. 8d by the
House Report, “[tihe Committee emphasizes that 8eation 512 does not specifically mandate useraftiEe
and take-down procedure. Instead, a service prowidghing to benefit from the limitation on liakifi under
new subsection (c) must ‘take down’ or disable aste infringing material residing on its systermetwork in
cases where it has actual knowledge or that therierifor the ‘red flag’ test are met—even if thepgright
owner or its agent does not notify it of a clainiefingement.*®

The solution favoured by the court, however, cotghje places the burden of policing copyright
infringement on copyright owners. Some other cobege also considered this to be the practicaltre$ihe
DMCA.>® However, this is not the purpose the legislativetdry tried to convey, as it stressed—as quoted
above—that Section 512 “preserves strong incenfiweservice providers and copyright owners to arafe to
detect and deal with copyright infringements tladetplace in the digital networked environmetit”.

Nonetheless, the ambiguous language of the statotgled with some specific provision, such as tic
512(c)(3)(B) - by which a natification from a comyt owner that fails to comply substantially withe
elements required by the statute shall not be densil in determining whether a service provider desal
knowledge or is aware of facts or circumstancesfrwhich infringing activity is apparent - convetise
purported goal of sharing that burden into a meragtorical aim.

4, Conclusion

Viacom v. YouTubenow pending before the Court of Appeals for tleed®d Circuit, tackles crucial issues
regarding secondary liability of online service yid®rs for copyright infringement. This case isainvay a test

for the DMCA safe harbors, which were enacted lbefpre the emergence of today’s widespread web 2.0
services. While it is clear that the safe harboteme did not intend to exempt from liability alstances where

a provider might be found liable at common law,yastraightforward bad faith operators seem todatside the
protection granted by the statute. While it supdbséntended to strike an appropriate balance betwine
interests of copyright owners and service providérs DMCA is turning out to be easier to fulfiltth expected

- in fact almost converted into a mere takedowrceattatute.

“8\Viacom’s memorandurat 3.

49 H.R.REP. N0. 105-551, Part 2, at 54 (1998).

% SeePerfect10, Inc. v. CCBill LL(488 F.3d 1102, 1113 (9th Cir. 2007).
1 H.R.ReP. No. 105-551, Part 2, at 49-50 (1998) (emphasis added).
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