87

Copyright (c) 1996 PTC Research Foundation of Franklin Pierce
Law Center

IDEA: The Journa of Law and Technology
1996

37 IDEA 87

THE RIGHT "TO AUTHORIZE" IN U.S. COPYRIGHT LAW:
QUESTIONS OF CONTRIBUTORY INFRINGEMENT AND
EXTRATERRITORIALITY

PHANESH KONERU *

* Third Year Student, J.D. Program, University of San Diego School of Law; Ph.D.,
University of Southern California, 1992; admitted to practice before the United States
Patent and Trademark Office. The author is grateful to Professors Paul Horton and
Darrell Bratton of the University of San Diego Law School for their helpful discussions
during preparation of this manuscript. Any errors, omissions or misstatements should be
attributed to the author alone. This work is dedicated to the author's parents and wife.

. INTRODUCTION

The U.S. Copyright Act of 1976 n1 (hereinafter "the Copyright Act") grants
copyright owners exclusive rights "to do" and "to authorize" certain acts. n2 Since the
addition of the phrase "to authorize" to the copyright statute in 1976, n3 courts have
been divided over the scope of the authorization right.



[*88]

The question has been whether a violation of the authorization right resultsin direct
n4 or third party infringement. n5 A direct infringer is always liable to the copyright
owner, whereas a third party infringer is liable only if the authorized infringement
actually takes place. n6 Substantial authority argues for the proposition that the right "to
authorize" is no more than a mere codification of the common law doctrines of
contributory infringement and vicarious liability, identified as the "codification theory."
n7 Under this theory, for an authorizer n8 to be liable,



[*89] conduct that amounts to authorization should be analyzed under third party
liability theories which require that the authorized infringement has actually occurred.
n9 On the other hand, reasoning that Congress intended to create a new cause of action,
some courts have concluded that a violation of the authorization right isitself a direct
infringement. NnN10 One commentator recently argued that an authorization violation can
giverise to a cause of action for contributory as well as direct infringement. nl1l

The controversy takes on a particular significance in the extraterritorial context. The
Copyright Act is presumed to have no extraterritorial application, which means that
infringement occurring outside the United States is not actionable under the Act. nl12
Combining the effects of this presumption against extraterritoriality with the codification
theory can lead to peculiar results. For example, when an authorization occurs in the
United States and the authorized infringement occurs overseas, neither the authorizer nor
the infringer is liable under the Copyright Act. That is, the extraterritorial infringer is not
liable because the Copyright Act does not extend to conduct overseas, and the U.S.
authorizer is not liable because the authorizer is not considered to be a direct infringer.
This was the result reached by the Ninth Circuit Court of Appeals sitting en banc in
Subafilms, Ltd. v. MGM-Pathe Communications Co. nl13 Arguably, the rationale in
Subafilms creates a loophole in the



[*90] Copyright Act that would significantly erode some copyright owners' exclusive
rights under the act. n14 Understandably, the reaction to Subafilms has not been entirely
positive. nl5

Given the significance of the potential loophole created by Subafilms this article
undertakes a critical analysis of the Subafilmsdecision and the underlying codification
arguments inspired by a discussion in Nimmer on Copyright (hereinafter "Nimmer").
Although the Subafilmsloophole could be eliminated legidatively by a congressiona
amendment to the statute, n16 this article takes the position that such legidation is not
necessary since Congress addition of the phrase "to authorize" to the Copyright Act
makes authorizers liable as direct



[*91] infringers. Courts can fulfill their obligation to close the Subafilms loophole in at
least two ways:. (1) by recognizing that a violation of the authorization right is itself an
act of infringement which requires no further infringing activity for liability to attach, or
(2) by extending U.S. copyright law to a defendant's extraterritorial activities. This article
presents arguments to support both approaches.

Resolving the issue of whether an authorizer is a direct or third party infringer
requires a more fundamental inquiry into the meaning of "infringer." If it can be shown
that the statute contemplates that the term infringer refers exclusively to direct infringers,
then it is axiomatic that an authorizer is a direct infringer. Part 11 of this article explores
the definition of infringer in the context of the overall statutory scheme behind the
addition of the phrase "to authorize." nl17 It isconcluded in Part Il that even though
infringer is abroad term that could include third party infringers, the inquiry of whether
an infringer is aso athird party infringer is irrelevant since Congress intended for a
violation of the exclusive authorization right to be considered an act of direct
infringement. Thus, it is argued that the primary congressional intent behind using the
phrase "to authorize" was to establish the liability of authorizers as direct infringers,
rather than to codify the contributory infringement doctrine.

Another approach in resolving the issue of whether the authorizer isadirect or third
party infringer is to explore the nature and scope of the term "authorize." This approachis
necessary, but complicated by the fact that the statute has not defined authorization. Part
I11 of this article proposes that Congress intended authorization to be a broad concept that
can cover direct infringement and, contrary to the position taken in the codification
theory, is not limited solely to third party behavior. nl18 More fundamentally, and
perhaps for the first time, this article refers to the Register's Supplementary Report n19
to explore the relationship between a



[*92] copyright owner's rights "to do" and "to authorize." n20 Contrary to Nimmer's
position, this article argues that the right "to do" is broad enough to include the right "to
authorize" and that these rights are linked very closely. n21

In the extraterritorial context, Nimmer asserts that because the right "to authorize" is
different from the right "to do," authorization in the U.S. results in no liability if the
authorized act occurs outside the U.S., while authorization outside the U.S. is actionable
if the authorized act occursin the U.S. n22 From the concept established in Part 111, i.e.,
that the right "to do" and the right "to authorize" are linked very closely, Part IV of this
article concludes that an authorizer in the U.S. is liable regardless of whether ard where
the authorized act occurs. n23 On the other hand, an authorizer outside the U.S. isliable
only if U.S. copyright law is extended to extraterritorial activity under the established
principles of international law. This result is consistent with international comity
concerns as well as the presumption against extraterritoriality.

While the presumption against extraterritoriality is rebuttable, the Subafilms court
incorrectly ruled that only a clear statement from Congress would overcome the
presumption. n24 In Part 1V, it is further argued that a higher standard of showing under
the clear statement rule is unwarranted in copyright cases. n25 Drawing on the holdings
of many cases in other areas of law, this article argues for the propriety of the
extraterritorial application of copyright laws under appropriate facts. It is contended that
Subafilms presented such an opportunity. This article suggests that the Supreme Court's
approach in Seele v. Bulova n26 provides a better model for extraterritorial copyright
infringement analysis. It concludes that the proper standard for analyzing copyright
authorization violations consists of determining whether an authorization to commit an
exclusive act was given, and that it isirrelevant to inquire whether and where such the
authorized act was committed. This analysis faithfully accomplishes the policy goals of
the Copyright Act and fulfills the



[*93] Congtitutional goal to promote authorship by granting to authors exclusive rights
to their works. n27

II. THE CODIFICATION THEORY

The codification argument essentially begins with the statement that "Congress use of
the phrase 'to authorize' establishes the liability, whether vicarious or as a contributory
infringer, of one who does no more than cause or permit another to engage in an
infringing act." n28 This statement assumes that the prior law was unclear as to the
liability of vicarious or contributory infringers. The Subafilms court reasoned that since
courts "differed over the degree of involvement required to render a party liable as a
contributory infringer" under the 1909 Act, the addition of the authorization right is "best
understood as merely clarifying that the Act contemplates liability for contributory
infringement, and that the bare act of ‘authorization' can suffice." n29 However, the
background relied on by the Subafilms court does not seem to support the court's
conclusion; rather, it indicates that courts differed over the interpretation of the
authorization right. n30 Thus, the codification argument equates an



[*94] authorization violation to contributory infringement and concludes that Congress
codified a prohibition against such a contributory infringement.

Plain reading of 17 U.S.C. 8 106 together with § 501(a) provides that an authorizer
is an infringer because the authorization right is exclusive to the copyright owner n31
and anyone who violates any exclusive right is an infringer. n32 The Supreme Court in
Sony Corp. v. Universal City Studios n33 implicitly endorsed this interpretation when it
stated that "an infringer is not merely one who uses a work without authorization by the
copyright owner, but aso one who authorizes the use of a copyrighted work without
actual authority from the copyright owner." n34 Many lower courts also have read the
statute in this manner and have similarly held that authorization is a direct infringement.
n35

The idiosyncrasy of the codification argument is that it defies the plain language
interpretation of the statute and argues that even though authorization is an exclusive
right, violators of the authorization right are liable only as third party infringers. n36
The Subafilms court, n37 relying heavily on the codification theory, subscribed to the
assertion that the right "to authorize" is"simply a convenient peg on which Congress
chose to hang the antecedent jurisprudence of third party liability.” n38 However, the
statutory basis for such an argument is tenuous. It is reasonable to assume that if
Congress wished to codify the doctrine of contributory infringement, such a desire would
be stated in the legidative



[*95] history of the Copyright Act, or, at least, Congress would have defined or
discussed the doctrine or its relevant terminology. n39 But neither the statute nor its
legidative history indicates that Congress intended to codify the doctrine of contributory
infringement. Equally significant is the fact that nowhere in the statute is it required or
even suggested that liability for a violation of the authorization right is dependent on the
occurrence of an authorized act. n40

Strangely, Nimmer expressly concedes this point, n41l but arguesthat it is "overly
facile" to conclude that an authorization violation is a direct infringement because the
"statutory reference to authorization is not truly the source for the jurisprudence that has
arisen conferring third party liability." n42 Thus, Nimmer implies that because the
statute was drafted after the doctrines of third party infringement were devel oped by case
law, the statutory phrase "to authorize" must require that a violation of the authorization
right be analyzed using the doctrines of third party liability. This reasoning is supported
by the observation that the House Report "contains no indication that authorization
liability may exist absent primary infringement.” n43 Thus, the authorization liability
must be referring only to third party infringement. n44 However, reliance on this
negative inference is troublesome, especially when it contradicts the plain language of the
statute.

The codification theory, in essence, fails to explain satisfactorily why Congress has
chosen to codify contributory infringement indirectly



[*96] through the use of the phrase "to authorize," without discussing its approach or
using key terms such as "authorization™ or "contributory infringement.” It is clear that the
congressional purpose behind adding the phrase "to authorize" to the text of 17 U.S.C. §
106 is to state explicitly that violators of the authorization right of copyright owners are
infringers under the Act.

[I1. THE MEANING OF " INFRINGER"

The Copyright Act does not define the terms "direct infringer" or "third party
infringer,” but defines "infringer" broadly as "anyone who violates any of the exclusive
rights of the copyright owner . ..." n45 A plain reading of this definition of infringer
together with the provisionin 17 U.SC. § 106 of authorization as an exclusive right
indicates that an authorizer is an infringer. n46 However, the term "infringer” in a
generic sense can include direct as well as third party infringers. The House Report on §
501 provides support for such a contention. It states that a "well-established principle of
the copyright law is that a person who violates any of the exclusive rights of the
copyright owner is an infringer, including persons who can be considered related or
vicarious infringers.” n47 In essence, proponents of the codification theory argue that
because the language of the statute encompasses both types of infringement, this lends
support to the theory that an authorizer is only athird party infringer. n48

While the conclusion reached by Nimmer and Subafilmsis logically plausible, it fails
to recognize the significance of the statutory definition of infringer, as well as the overall
statutory scheme behind the addition of the phrase "to authorize." Even though the
statutory definition of infringer includes direct and third party infringers, nowhere



[*97] inthe statute isit required or suggested that such a distinction should be made. A
close reading of the statement from the House Report  n49 reveals that such a distinction
isirrelevant if the right violated is an exclusive right. Since the Copyright Act explicitly
states that it is concerned only with the exclusive rights of the copyright owner, n50 the
only relevant inquiry is whether the violation is that of an exclusive right. If an exclusive
right is violated, the violator is an infringer under the statute whether or not the violator is
classified as adirect or third party infringer. Thus, the illegal authorizer is an infringer
under the statute and should be subjected to the remedial scheme under 17 U.S.C. § §
502-506 regardless of whether the violator is considered a direct or third party infringer.
n51

One reason for the codification theory's misunderstanding seems to be its mistaken
emphasis on the words "contributory infringers,” rather than on the House Report, which
states that "use of the phrase 'to authorize' is intended to avoid any questions as to the
liability of contributory infringers.” n52 In the absence of any indication in the
legidative history that Congress intended to codify the doctrine of contributory
infringement, this statement from the House Report appears to be the sole legidative
basis for the codification theory. The mgor flaw in the codification theory is that it
mistakenly equates the issue of



[*98] congressional intent to avoid contributory infringement to a congressional intent
to codify the doctrine of contributory infringement.

Consequently, the codification theory fails to explain how insertion of the phrase "to
authorize" in the statute "avoids any questions as to the liability of contributory
infringers,” as stated in House Report No. 1476. If, as required under the codification
theory, the liability of authorizersis still predicated upon occurrence of the authorized
act, then mere codification has not "avoided” in a meaningful way the questions that arise
in the context of third party infringement liability theories. Before liability can attach, the
one essential question that still remains is whether the authorized infringement has taken
place. However, Congress, by stating that an illegal authorizer is an infringer, makes it
irrelevant to inquire whether the authorizer is athird party infringer. As aresult, the
guestion of whether the authorized infringement has taken place is avoided.

Thus, it appears Congress did not establish liability of third party infringers by
inserting the phrase "to authorize" in the statute. Such action by Congress was
unnecessary because, as described in the House Report, the principle already has been
well established under existing law that if an exclusive right is violated, the violator is
liable asan infringer regardless of whether he would qualify as arelated infringer. n53
By specificaly inserting the phrase "to authorize" inthe 8 106 list of exclusive rights and
by stating in 8 501 that an infringer is someone who violates the exclusive rights of 8
106, Congress intended to establish the liability of authorizers where such authorizers
otherwise could escape liability precisely because authorization was not considered an
exclusive right under the then existing law.

This congressional intent to hold authorizers directly liable is reflected in an example
presented in the House Report.  n54 This example provides that "a person who lawfully
acquires an authorized copy of a motion picture would be an infringer if he or she
engages in the business of renting it to others for purposes of unauthorized public
performance.” n55 The Register's Supplementary Report states that “there should be no
doubt that this kind of activity constitutes infringement.” n56 The crucia point is that
the House Report and the Supplementary Report stress such an activity should be
considered "infringement,” not merely



[*99] contributory infringement, because, given the context, the person in the example
authorized the infringing public performance by another. Thisis the most likely
implication of the statements from the Reports since undoubtedly, under the traditional
principles of third party liability, this activity constitutes contributory infringement. n57
Thus, there seems to be no need to clarify or emphasize the liability of contributory
infringers as the codification theory purports.

V. WHAT ISAUTHORIZATION?
A. The Nature of Authorization

The Copyright Act has not defined "authorization,” and apparently no court has made
any serious effort to define it. Consequently, "authorization” is an evolving judicial
concept in copyright law, and it may be some time before an acceptable definition is
formulated. As a practical matter, authorization can be explicit or implied through
conduct. n58 An obvious example of explicit authorization is found in licensing cases
where the existence of authorization is not an issue. Nn59 On the other hand,
authorization through conduct presents analytical difficulties. The issue of what conduct
amounts to authorization is ultimately a matter of policy. However, in making this policy
determination, courts should consider that authorization covers more conduct than
implicated by the codification theory and that Congress intended the authorization right
to have a broad scope.

Implicit in the argument that Congress, by using the phrase "to authorize," established
the liability of authorizers as direct infringers, and not only as contributory infringers,
n60 is the underlying argument that an authorization violation may not be identical to
contributory infringement. It is precisely the contra-argument that underlies the
codification



[*100] theory. Namely, an authorization violation must primarily, if not exclusively, fal
under contributory liability. Indeed, Nimmer suggests and the Subafilms court agreed that
the "authorization” right refers only to the doctrine of contributory infringement. n61 It
should be noted, however, that some authorization violations do not involve authorization
by athird party, but rather arise in situations where copyright owners themselves are the
authorizers.

For example, in Pinkhamv. Sara Lee Corp., n62 aviolation was found when an
infringer exceeded the scope of the authorization granted by a copyright owner by
reproducing and distributing more copies of the copyrighted work than had been
authorized. n63 The statutory phrase "to authorize" aso covers this type of violation
since 8 106 expressly provides that the copyright owner has the exclusive right "to
authorize" al reproductions and distributions, subject to 17 U.SC. § § 107-120. n64
Thus, the codification argument, by focusing exclusively on third party conduct, espouses
an unnecessarily narrow view of authorization, because it fails to recognize that
authorization covers both direct and contributory infringements.

The legidative history also supports the view that Congress intended the
authorization right to have a broad scope. In its example, the House Report implied
authorization from the defendant's conduct of



[*101] renting a picture for purposes of illegal public performance, n65 even though
the same conduct could have been labeled as contributory infringement. The court in
Columbia Pictures Industries, Inc. v. Aveco n66 appears to have followed this
legidative history correctly when it ruled the defendant's conduct amounted to an
authorization. Aveco, aretailer, specifically built its premises for the "private viewing"
n67 of copyrighted films. Aveco argued that it was the public (the customers) that
committed the actual infringement by putting the video tape in the playing machine and
turning on the controls. n68 Aveco aso argued that while the viewing rooms were
generally available to the public, they were private while being rented. Thus, the
performances were not public. n69

However, the court characterized Aveco's conduct as an authorization because Aveco
"knowingly [promoted and facilitated] public performances’ of copyrighted works. n70
Though the Aveco court was short on explaining why it concluded the defendant's
conduct was an authorization without finding contributory infringement, the court
expressly relied on the House Report's example and implicitly rejected the codification
argument. n71 At least one other court has given authorization a similarly broad reading
by ruling that it was not necessary for a contract, or any other agreement, to exist in order
to support afinding of authorization. n72

Thus, contrary to the position advocated by Nimmer and accepted in the Ninth Circuit
by Subafilms the legidative history



[*102] supports abroad reading of the authorization right. Judicial economy will be best
achieved if courts stop arguing whether authorization is a direct or contributory
infringement and instead focus on defining more precisely the conduct that amounts to
authorization. Because the analysis of authorizing conduct is fact-dependent, the judiciary
is particularly well- suited to determine case-by-case whether authorization has occurred.
Thisis probably the implication behind the statutory scheme which left the phrase "to
authorize" undefined. However, the codification argument fails to appreciate this
statutory scheme and the intended broad scope of the authorization right. Instead, it
argues that authorization right is somehow very different from the right "to do" and thus
should be analyzed under third party liability theories. n73 But, as the following
discussion demonstrates, the right "to do" and the right "to authorize" are very closely
linked.

B. The Relationship Between the Right " To Do" and the Right " To Authorize"

The 1965 Copyright Register's Supplementary Report is probably the only legidative
history document to suggest the seemingly obvious, but seldom discussed, relationship
between the right "to do" and the right "to authorize.” n74 The Supplementary Report
states that "the right 'to do' something is probably broad enough to include the right 'to
authorize' that the thing bedone. .. ." n75 This key phrase expresses the basic concept
that authorization is a subset of the broader set of activities called "to do." Because a
subset by definition does not occupy the entire set, it is possible to affect (violate) other
elements of the set "to do" without affecting (violating) the "to authorize" subset. Thus a
violation of the right "to do" is not an automatic violation of the right "to authorize."
However, the converse is not true, as a violation of an authorization right is an automatic
violation of the "to do" right.

The Supplementary Report's statement stands for a valid proposition. There seemsto
be no reason why a statutory right "to do" something would not encompass the right "to
authorize" someone to do that something. Especialy in the case of the Copyright Act,
such authorization promotes fuller commercial exploitation of the creative activity in an
efficient manner and benefits not only the creator but also



[*103] society at large. n76 Indeed, the right "to do" something that does not include
the right "to authorize" others to do that thing runs counter to the express recognition by
the Copyright Act that any one of the exclusive rights of § 106 can be owned and
transferred separately from the other exclusive rights. n77 This recognition is reinforced
by the statutory definition of a copyright owner as someone "with respect to any one of
the exclusive rights comprised in a copyright, [being] the owner of that particular right.”
Nn78 Such "ownership . . . may be transferred in whole or in part by any means of
conveyance or by operation of law . . .." n79 Thustheright "to do" that does not
include the right "to authorize" someone to get an act done severely restricts the right "to
do" and serves no major purpose of the Copyright Act. n80

The relevant sentence of the Supplementary Report reads in its entirety: "the right 'to
do' something is probably broad enough to include the right ‘to authorize' that the thing be
done, but we have added the phrase 'and to authorize' in order to avoid possible questions
as to the liability of contributory infringers." n81 Recognizing that such a broad
statement could give rise to some possible objections, n82 the Supplementary



[*104] Report used the word "probably" in the quoted sentence; yet the authorization
right was stated expressly to indicate that it should be an exclusive right that may stand
on its own, regardless of whether it is universally agreed that it is a part of the "bundle’
of rights called the right "to do." n83 The net effect is that it is no longer appropriate to
inquire whether illegal authorization has taken place under the traditional third party
liability doctrines. Rather, the only inquiry should be whether authorization to commit an
exclusive act has been given. The best way to follow the intent of Congress to hold illegal
authorizers liable is to make such authorizers liable as statutory infringers for the mere
act of authorization. n84

In contrast, Nimmer, relying on the codification theory, argues that the authorization
right is somehow different from the other exclusive rights of 8§ 106. Therefore, the
authorization right should be treated differently (such as under third party liability theory)
whereas violators of other exclusive rights should be treated as direct infringers. n85
Nimmer details no evidence in the statute or in the legidative history to support this
contention. Additionally, Nimmer's case law reference in support of thisview is
unconvincing because the holding of the particular cited case appears not to support
Nimmer's position. n86 Nimmer declares



[*105] that "it is only on the assumption that [the authorization right] is construed as the
source of independent rights . . . that the conclusion follows that a cause of action lies for
unconsummated authorization." n87 Neither Nimmer nor the courts that have adopted
his rationale have satisfactorily explained why such an assumption is untenable.

From the above discussion that the right "to do" includes the right "to authorize," it
should be noted that, conceptually, authorizing an act is probably only a short step away
from actually doing the act. Authorization can be visualized as an important marker on
the scale of infringing activity represented at one extreme by inactivity (no infringement)
and the other extreme by the actual commission of an



[*106] exclusive act (direct infringement). As one moves along this scale from
inactivity to the actual commission of an act, evidence of a defendant's involvement in
the infringement grows. When one reaches the point of authorization, it may become
practically irrelevant that the authorized infringement actually has taken place. Congress,
by expressly providing that the violation of an authorization right is an infringement, has
declared its intent to attach liability to the mere act of authorization. Implicit in this
argument is the recognition that one cannot violate the right "to do" without first violating
the right "to authorize." Each violation of the right "to do" therefore can be viewed in a
senseasan a priori violation of the right "to authorize" because if there were a proper
authorization "to do" the complained of act, there would have been no violation of the "to
do" right.

If, for liability to attach, it isirrelevant whether the authorized infringement has been
committed, as argued in the foregoing, it becomes moot to inquire where such authorized
infringement has been committed. Thus, an authorizer should be liable even if the
authorized infringement has not taken place at all, or has taken place outside the U.S. In
contrast, Professor Nimmer extends the codification argument to the extraterritorial
context and insists that the authorized act must occur in the United States, and that it is
immaterial where the authorization occurs. n88 However, as the following analysis on
extraterritoriality demonstrates, an authorizer in the U.S. should be liable even when the
authorized infringement occurs outside the U.S.

V. EXTRATERRITORIAL APPLICATION OF COPYRIGHT LAWS

An undisputed axiom in copyright law is that the U.S. Copyright Act does not apply
to extraterritorial conduct. n89 If the infringement takes place both in and outside the
U.S,, "the copyright law reaches only the United States infringement.” n90 As one court
has stated, "the law is



[*107] that an infringing act occurring outside the United States is not actionable [in the
U.S.] unlessthe act is part of, or a consequence of, an act of infringement occurring
within the United States.” n91 Accordingly, "cases which have asserted jurisdiction
based on the application of copyright laws have uniformly found some act of
infringement in the U.S." n92 More significantly, an act of infringement has been
interpreted by many courts, n93 including the Subafilmsand Danjaq courts, n94 to
mean an act of statutory infringement.

While Peter Starr and Pansy Ellen correctly recognized authorization as an act of
infringement occurring in the U.S.,, the Subafilmsand Danjaq courts missed the mark.
The Subafilms court could have disposed the case on its central holding that there was no
violation of the Copyright Act as it did not recognize the authorization as a direct
violation, and thus there was no violation of an act of direct infringement within the
United States. n95 The extraterritorial aspects discussed in Subafilmswere not essential
to the disposition of the case. However, relying mostly on Nimmer's treatise and on a
Supreme Court decision that has been legidatively overruled, the Subafilms court erred in
its analysis of extraterritorial issues. Nn96 Because the issues raised in Subafilmswill
continue to be of practical significance in copyright cases in the future, n97 abrief
introduction to extraterritorial concepts follows



[*108] with an analysis of Nimmer's views and the court's approach in Subafilms

The basic problem in the extraterritorial application of a given statute can be summed
up as the lack of clear expression of congressional intent in allowing or in prohibiting
courts from exercising jurisdiction. n98 Courts generally are reluctant to apply a statute
to extraterritorial conduct due to comity concerns n99 that may arise from such an
application



[*109] of prescriptive jurisdiction. n100 To allay comity concerns, international law
customarily recognizes five bases of prescriptive jurisdiction: (@) the territoriality
principle, (b) the nationality principle, (c) the "effects" doctrine, (d) the protective
principle, and (€) the universality principle. n101

The territoriality principle states that a sovereign nation has total and complete
control over its territory and can prescribe laws for its territory without any concern for
international comity. n102 The nationality principle and the effects doctrine are major
exceptions to this strict territoriaity principle. The nationality principle allows a nation to
apply its laws to the conduct of its citizens taking place entirely abroad. n103 Even
though this basis of prescriptive jurisdiction raises fewer controversies, it is underutilized
inthe U.S. courts. n104 The effects doctrine as formulated by Judge Learned Hand in
United Sates v. Aluminum Co. of America (Alcoa), nl105 statesthat the defendant's
conduct would beillegd if its conduct was "intended to affect . . . and did affect [U.S.
businesses].” n106



[*110] The effects doctrine is the latest and most controversial basis of prescriptive
jurisdiction. nl107

A. The Relationship Between the Right " to do" and the Right " to authorize” -
Extraterritorially Speaking

Imagine the following scenarios with the objective of determining the liability of
authorizers. First, if both authorization and the authorized infringement occur in the
United States, it is clear that the authorizer is liable under either theory of contributory or
direct infringement because both the authorization and the authorized infringement are
cognizable under the Copyright Act. Second, if both authorization and the authorized
infringement occur extraterritorially, the authorizer is not liable because his
extraterritorial conduct is not actionable due to the presumption against extraterritorial
application of the U.S. copyright law unless the presumption is overcome by using the
nationality principle or the effects doctrine. Third, if authorization occurs inside the
United States and the authorized infringement occurs outside the United States, the
authorizer isliable if the authorization in the United States is considered an act of
infringement. Or aternatively, if the copyright laws are extended to the extraterritorial
conduct under either the nationality principle or the effects doctrine, the authorizer can be
liable even under the codification theory. In this scenario the Subafilmscourt, relying
mostly on Professor Nimmer's arguments, rejected both alternatives. It refused to accept
that authorization was an act of infringement in the U.S., n108 and it refused to extend
copyright laws to the extraterritorial conduct. n109

Finally, consider the scenario where authorization occurs outside the United States
and the authorized infringement occurs in the United



[*111] States. Under the presumption against extraterritoriality, the authorizer is not
liable for extraterritorial conduct unless the reach of the Copyright Act is extended under
either the nationality principle or the effects doctrine. In contrast, Nimmer, also relying
on the presumption against extraterritoriality, reaches the opposite conclusion and holds
that the extraterritorial authorizer isliable. n110 Nimmer reaches his conclusions
through the following logic: because the U.S. Copyright Act does not apply
extraterritorially, the statute should be read as if the phrase "within the United States” is
contained in the text of 17 U.SC. 8§ 106. n111 Nimmer inserts this phrase after the
words "to do and to authorize" so that the statute would read that the copyright owner has
the exclusive right to reproduce (using the reproduction right as an example) in the U.S.
and to authorize such reproduction in the U.S. n112 According to Nimmer, the words
"to do" and "to authorize" must be read in pari materia. nl113 When so read, the statute
leads to the conclusion that it is forbidden to reproduce in the U.S., and it is forbidden to
authorize such reproduction in the U.S,, but it is not forbidden to authorize in the U.S.
such reproduction abroad. nl114

Many objections can be raised to Nimmer's line of reasoning. First, Nimmer fails to
address the following possibilities regarding the placement of the phrase "within the
U.S." in the statute. It is equally plausible to insert the phrase "within the U.S." in the text
of 17 U.SC. § 106 twice: once after the words "to do" and once after the words "to
authorize" so that the statute would read that the copyright owner has the right to
reproduce in the U.S. and the right "to authorize" such reproduction in the U.S. nl115
Y et another plausible position to insert the phrase "within the U.S." is between the
phrases "exclusive rights’ and "to do and to authorize" of the preambleto 17 U.SC. §
106 so that the statute would read: " Subject to sections 107 through 120, the owner of
copyright



[*112] under thistitle has the exclusive rights, within the U.S,, to do and to authorize
any of thefollowing . . .." Theresult again is that the owner has the exclusive right "to
authorize" in the U.S. such reproduction abroad. n116

This result follows when one views the right "to do" as a set of activities which
contains the subset of the right "to authorize." n117 By extension, adding the phrase
"within the U.S." is a mathematical operation to be performed on the set "to do." Such an
operation will affect al the elements of the set equally and produces the resulting phrases
"to do within the U.S." and "to authorize within the U.S." Thus, if the right "to do" is
geographically limited to the United States, then the right "to authorize" likewise is
limited. Conversdly, if the violation of the right "to do" does not result in a violation of
the copyright law unless the violation occurs within the United States, then the violation
of the right "to authorize" aso is not a violation of the copyright law unless that
authorization aso occurs within the United States.

Additionally, Nimmer's position that the extraterritorial authorizer will be liable if the
authorized infringement occurs in the U. S. violates the axiom that the Copyright Act
does not apply to conduct outside the U.S. Using Nimmer's example, assume a
Talwanese citizen acting in Taiwan authorizes a U.S. citizen to commit a U.S. copyright
infringement in the U.S. Under the presumption against extraterritoriality, no U.S. law,
whether statutory or otherwise, is applicable to conduct outside the U.S. Because the
phrase "to authorize" is part of the text of the Copyright Act, it also is subject to the
presumption against extraterritoriality. Consequently, the Taiwanese authorizer has not
violated the U.S. copyright laws and should not be held liable. The only way that the
Taiwanese authorizer in this example might be liable is by extending the U.S. copyright
law to the conduct in Taiwan based on the effects doctrine. n118 Nimmer however
concludes that the Taiwanese authorizer



[*113] should be liable because the authorized act occurred inthe U.S. n119 This
conclusion is based on Nimmer's reasoning that authorization is not linked geographically
to the U.S. but the right "to do" is so linked. n120

From the foregoing discussion, it is apparent that Nimmer's reasoning violates the
premise of the presumption against extraterritoriality. Imposition of liability on aien
citizens under these conditions not only raises strong comity concerns, but also can
severely undermine the credibility of the U.S. justice system in the eyes of other nations
that cooperate or are contemplating cooperation with the U.S. in strengthening copyright
protection worldwide under the auspices of international conventions and agreemerts.
n121 Thus, contrary to Nimmer's position, if the right "to do" is linked geographically to
the United States, then the right "to authorize" also is linked geographically to the U.S.
Thisisanatura consequence that flows from the proposition that the right "to do" is
broad enough to include the right "to authorize."

Nimmer extends the example of the American authorizer to a situation where the
authorized act is perfectly legal in the foreign country where the act occurs. For example,
the Copyright Act prohibits the



[*114] unauthorized public display of a copyrighted work. n122 Nimmer argues that it
IS perverse to construe that Congress prohibits granting authorization by aU.S. citizen in
the U.S. to someone in Canada to display publicly in Canada a U.S. copyrighted material
because Canada does not have such a prohibition. Thisis certainly not the case. Congress
is not concerned with what acts are legal or illegal in Canada; it is regulating only the
conduct of U.S. citizensin the U.S. and abroad. n123 Under this principle, the
defendant’s extraterritorial conduct is irrelevant to his or her liability under U.S. law.
Similarly, his or her conduct under the foreign laws is aso irrelevant to a finding of
liability under U.S. laws. n124 Arguing to the contrary suggests the untenable position
that Congress does not pass laws to regulate the conduct of U.S. citizens inside the U.S. if
such conduct also is not subject to regulation by aforeign sovereign in its own territory.
Many cases are in accord with the above analysis. n125



[*115] Contrary to the position advocated by Nimmer and the Subafilms court, the
right to do something in the United States includes the right to give, while in the United
States, someone the authorization to use copyrighted material as well as the right to
authorize, from anywhere in the world, someone to do that something in the United
States. A mechanical application of the codification theory violates the presumption
against extraterritoriality and creates international comity concerns. On the other hand, as
argued below, n126 the presumption can be overcome and the U.S. copyright law can be
extended extraterritorially under appropriate circumstances without raising comity
concerns. Subafilms presented such an opportunity for the Ninth Circuit. However, it is
ironic that the plaintiff in Subafilmswas denied relief on the same concern for
international comity. nl127

B. Assessing the Legidative I ntent in Extraterritorial Copyright Cases

The court in Subafilmserred in its ruling on extraterritorial issues n128 by requiring
aclear statement from Congress of intent to apply the Copyright Act to extraterritorial
conduct. n129 The Subafilms court uncritically followed the "clear statement” rule of
EEOC v. Arabian American Oil Co. (Aramco), n130 despite swift congressional
overruling of



[*116] Aramco. nl131 Earlier cases that articulated the presumption against
extraterritoriality did not require such a clear statement. n132 By requiring a positive
statement in the legidlative history, the clear statement rule changes the concept of
legidative intent as a rebuttable presumption by elevating the legidative history to
statutory status. n133 One major problem with Aramco was that even though there was
sufficient indication in the legidlative history to overcome the presumption against
extraterritoriality, the Court refused to give proper consideration to legidative history.
n134 Similarly, the Subafilms court ignored some indication in the statute that Congress
intended the Copyright Act to apply under certain circumstances to extraterritorial
conduct. n135



[*117] The presumption against extraterritoriality also can be overcome by other
means in addition to evidence in the legidative history. The Supreme Court and circuit
courts have inferred a legidative intent of extraterritorial application in the context of
many diverse statutes. For example, in dealing with a crimina statute in United States v.
Bowman, n136 the Court argued that "limiting the statute to the strictly territorial
jurisdiction would greetly curtail the scope and usefulness of the statute, and leave open a
large immunity for frauds as easily committed by citizens on the high seas and in foreign
countries as a home." n137 In such cases, "Congress has not thought it necessary to
make specific provision in the law that the locus shall include the high seas and foreign
countries, but allows it to be inferred from the nature of the offense.” n138

Judge Learned Hand argued in the context of antitrust laws in United States v.
Aluminum Co. of America (Alcoa), that if a party's conduct is "intended to affect . . . and
did affect [the U.S. businesses|," then that party isliable. n139 Aninquiry into
congressional intent is unnecessary. n140 In the securities area, a Second Circuit court
in Schoenbaum



[*118] v. Firstbrook n141 exercised jurisdiction by stating that the presumption does
not preclude application of the Exchange Act "when [such] application of the Act is
necessary to protect American investors." nl42

Judge Friendly, while acknowledging in Bersch v. Drexel Firestone, Inc., n143 that
there existed scant evidence in the legidative history that Congress intended securities
laws to apply extraterritorially, n144 argued that extraterritorial application was justified
based on "case law and commentary concerning the application of the securities laws and
other statutes to situations with foreign elements and our best judgment as to what
Congress would have wished if these problems had occurred to it." n145 Judge Bork
also expressed similar views in Zoelsch v. Arthur Anderson & Co. nl146 Thus,
legidative history alone is not controlling to determine the congressional intent
concerning extraterritorial application of a statute. Given the transnational scope of
copyright violations, one can reasonably infer that Congress desired to apply the
Copyright Act extraterritorially.

Instead of relying on Aramco, the Subafilms court should have followed the Supreme
Court'sreasoning in Seelev. Bulova. n147 In Bulova, the petitioner, aU.S. citizen,
bought parts from the U.S. and elsewhere and assembled them into watches in Mexico.
He affixed the mark "Bulova' on those watches and sold them in Mexico with no
intention to sell the watches in the U.S. Bulova, then the world's largest watch
manufacturer, had not registered its trademark in Mexico. Moreover, the petitioner owned
the trademark in Mexico. n148 Bulova complained of



[*119] damage to its reputation because the Mexican watches were filtering into the
U.S. nl49

The Court in Bulova found broad jurisdictional language tied to commerce power in
the trademark statute. n150 Noting that the petitioner's actions were "essential stepsin
the course of business consummated abroad,” the Court stated that acts which arein
themselves legdl, "lose that character when they become part of an unlawful scheme.”
n151 The Court distinguished American Banana Co. v. United Fruit Co., nl152 because
there was no foreign governmenta action involved, and rejected the result of a strict
territoriaity principle by declaring that "we do not think that petitioner by so smple a
device can evade the thrust of the laws of the U.S. in a privileged sanctuary beyond our
borders." n153

The defendant in Subafilmsalso circumvented U.S. laws through a"simple device,"
n154 by conducting illegal distribution abroad. The defendants acts in Subafilmswere
certainly "essential steps in the course of business consummated abroad.” n155 Thus,
Bulova provides a more relevant analytical model to apply to the facts in Subafilmsthan
Aramco.

Subsequent courts, such as the Second Circuit in Serling Drug, Inc. v. Bayer AG,
n156 more clearly articulated the requirements of the Bulova standard for extraterritorial
application of the Lanham Act.



[*120] These requirements are (a) that the defendant be a U.S. citizen; (b) that there be a
substantial effect on United States commerce; and (c) that there be no conflict between
the relevant U.S. law and the foreign law. n157 The defendant in Subafilms MGM-
Pathe Communications, was a U.S. citizen. Thus, extending the Copyright Act could
have been based on the accepted nationality principle of international law with minimal
comity concerns. It is beyond dispute that copyright piracy, in aggregation, has a
substantial effect on United States commerce. The most recent estimate puts the loss of
revenues from copyright piracy of audio-visual materials, books and computer software
at $2.3billionin 1995. n158

While the Subafilms court claimed that it was concerned with preventing "unintended
clashes between our laws and those of our nations which could result in international
discord,” n159 such concern was largely imaginary. There was no indication of any
potential conflict between the U.S. Copyright Act and any foreign law. Under the
Supreme Court's recent clarification in Hartford Fire Ins. Co. v. California, n160 there
isno conflict if it is possible for the defendants to comply with both domestic and foreign
laws. n161 However, the Subafilms court argued that by invoking the Aramco Court's
"concern with preventing international discord, . . . [the €]xtraterritorial application of
American law would be contrary to the spirit of the Berne convention and might offend
other member nations by effectively displacing their law in circumstancesin



[*121] which previoudly it was assumed to govern." n162 One commentator criticized
that the "the magor flaw in [the Subafilms court's] opinion is the court's misplaced concern
that expanding the reach of the Copyright Act would in some way interfere with
international copyright relations.” n163 Further, the "court never explains just how this
will occur.” nl64

While the Subafilms court dutifully respected the comity principle, it overreacted.
Here, the defendant was a U.S. citizen, at least part of the questionable conduct
(authorization) occurred in the U.S., and there was no sign of any foreign entity objecting
to the court's exercise of jurisdiction. n165 Moreover, courts should not be concerned
about disrupting the delicate balance of international affairs, because judicial acts pale in
comparison to the drastic measures the legidative and executive branches take in getting
other countries to respect U.S. copyrights and patents. n166



[*122] On the other hand, a court's exercise of jurisdiction sends a strong message to
the extraterritorial copyright pirates that the judiciary acts in unison with the other
branches of government and that pirates can rot evade U.S. laws under the guise of
international comity. Finally, as the dissent in Aramco pointed out, a statute may be
construed differently, depending on the nationality of the defendant, so that "the same
statute might . . . apply extraterritorialy to United States nationals but not to foreign
nationals." n167 Accordingly, the facts in Subafilms presented virtually no conflict
under established principles of international law. n168 Thus, Subafilmswould have been
a suitable case to apply the Bulova factors to impose liability on authorizers.

It can be argued that Bulova is distinguishable from Subafilms because it invokes the
Lanham Act which requires that the trademark in suit be used in commerce, whereas the
Copyright Act does not have any suchcommerce language. n169 However, the presence
or absence of a



[*123] commerce reference in a statute is not the litmus test for its extraterritorial
application, but it is rather one of the factors to be considered in overcoming the
presumption. The Court in Aramco correctly deemphasized the presence of commerce
language in Title VII when it referred to the commerce language in Title VII as "boiler
plate language” n170 which did not support an expansive reading of congressional
intent. n171 On the other hand, the lack of a commerce reference in a statute should not
be the basis for denying its extraterritorial application. For example, Congress
legidatively overruled the Court's decision in Deepsouth Packing Co. v. Laitram Corp.,
n172 wherein the Court relied



[*124] heavily on the lack of a commerce reference in the patent statute n173 and
required a clear statement from Congress to that effect. nl174

The contention that the absence of commerce language is not controlling is further
bolstered by the observation that Congress did not address Deepsouth, Foley Bros., and
Aramco by inserting commerce language in the patent statute, or in the Eight Hour law,
or by "strengthening” the existing commerce clause of Title VII, respectively. Rather,
Congress made substantive amendments to the respective statutes. n175 Thus, the
Subafilms court's insistence on a clear statement from Congress regarding extraterritorial
application of copyright laws was inappropriate. The court should have realized that it
was helping to open up aloophole similar to that created by the Court in Deepsouth.
nl76



[*125] Instead, the Subafilms court refused to acknowledge the significance of the
congressional overruling of Deepsouth and required that Congress also specifically pass
smilar legidation in copyright law. nl77

The Subafilms court referred to a 1976 congressional amendment in which Congress
specificaly expanded 17 U.S.C. § 602(a) to prohibit unauthorized importation of
copyrighted works to support its theory that if Congress wanted to expand the entire Act,
it could have done so then. n178 However, it is a standard argument used by many
courts, including the Supreme Court in Aramco, n179 and is based on the oft-quoted
statement from Argentine Republic v. Amerada Hess Shipping Corp., n180 that "when it
desires to do so, Congress knows how to place the high seas within the jurisdictional
reach of a statute." n181 This seems an unreasonable view. It is undisputed that
Congress writes the laws. But all may not agree that Congress aways "knows" how to
write the laws. Congress, in the first round, may not be able to envision al possible future
situations and applications of the law and address all possible scenarios. If this were not
the case, Congress would never amend its legidation and courts would not struggle in
interpreting such legidlation.

Alternatively, it could be argued that Congress is aware and has the power to
legidatively overrule ajudicia determination that is inconsistent with its objectives.
Thus, even if courts erred in assuming jurisdiction where Congress did not desire,
Congress could correct the course of law by legidatively overruling the decision. Given
the Supreme Court's expertise in gauging congressional intent concerning extraterritorial
issues, especialy in light of the overrulings of Foley Bros., Deepsouth, and Aramco, it
may be just as unwise not to assume jurisdiction as to assume jurisdiction. Here, within
the limited scope of this article, it is cautiously submitted that so far Congress has not
legidatively overruled any cases that expand prescriptive jurisdiction, whereas it has
overruled cases that unnecessarily limit such jurisdiction by requiring a clear statement
from Congress. Given this uncertainty and the speculative nature of potential conflicts
that may arise from judicia interference,



[*126] assuming, rather than declining, jurisdiction in copyright cases may better serve
the policy goals of the copyright statute.

Likewise, the argument that it is "simply not possible to draw a principled distinction
between an act that does not violate a copyright because it is not the type of conduct
proscribed by 17 U.S.C. § 106, and one that does not violate section 106 because the
illicit act occurs overseas’ nl182 is untenable. Such an argument assumes asimplistic
view of the serious nature of copyright infringement where the Act confers liability even
upon "innocent” infringers. n183 It is certainly possible to make this principled
distinction, as the court itself did in the very argument it made. Thus an act of
unauthorized public display occurring overseas can be distinguished from an act of
unauthorized but private display in the U.S,, the latter of which is expressy exempted by
the Copyright Act, n184 thereby making the distinction both meaningful and obligatory.
Some have suggested that Congress should intervene and define the liability of illegal
authorizers more clearly. n185 While such congressional action would certainly be a
welcome relief, such travail is unnecessary because Congress accomplished this when it
added the phrase "to authorize" during the 1976 revision to the Copyright Act. Thus, it is
up to the judiciary, consistent with its constitutional role, to strive to recognize and
uphold congressional policies behind the Copyright Act.

C. Proper Standard to Determine Authorization Liability

Once an authorization to commit an exclusive act has been given, it becomes
immaterial whether and where the exclusive act is indeed



[*127] committed. n186 The only valid inquiry should be whether the authorized
conduct could have been an infringement had it been committed. Thisis precisely the
inquiry the Subafilms court avoided, perhaps by being predisposed to the codification
argument. n187

Anaysis of an alleged authorization violation requires assessment of two threshold
issues, either of which may be dispositive: (1) whether defendant’s conduct amounts to
authorization, and (2) whether the authorized act is an exclusive act. If the defendant's
conduct is not considered authorization, obviously there can be no authorization
violation. Alternatively, even if there is authorization, the authorizer has not violated the
Copyright Act if the authorized act is not an exclusive act. This latter concept has been
expressed as "a party cannot authorize another party to infringe a copyright unless the
authorized conduct would itself be unlawful." n188 Put differently, Congress did not
intend "to hold a party liable for merely authorizing conduct that, had the authorizing
party chosen to engage in itself, would have resulted in no liability under the Act." n189

However, the essential inquiry of what has been authorized should be distinguished
from the inquiry of whether such an authorized act has indeed occurred. The latter
inquiry is based on third party liability theories and, as argued previoudy, nl190is
unnecessary and inappropriate in the case of authorization liability. Thus, establishing
both authorization and the exclusive nature of the authorized act is necessary to attach
authorization liability, whereas absence of either authorization or exclusivity of the
authorized act is sufficient to deny such liability. For example, when the court in
Columbia Pictures Indus., Inc. v. Aveco, Inc., n191 held that the defendants violated the
plaintiff's right "to authorize" public performances, it had to establish not only that there
was authorization but also that the authorized act was public performance,



[*128] i.e. an exclusive act. n192 Alternatively, the Aveco court could have decided
first whether the act committed was an exclusive act (i.e. a public performance) and then
inquired whether the defendant authorized such an exclusive act.

The Court of Appeals for the Ninth Circuit in Columbia Pictures Industries, Inc. v.
Professional Real Estate Investors, Inc., n193 followed this alternative approach. The
court, after holding that a performance in a hotel room was not a public performance,
affirmed summary judgment against the plaintiff, and did not address the question of
whether there was authorization. n194 After determining that the authorized act was not
an exclusive act, it was unnecessary to inquire whether there was authorization because
authorizing a non-exclusive act is not a violation.

However, the Subafilms court and Nimmer mistook this approach to mean that the
court in Professional Real Estate was subscribing to the codification theory. n195 The
argument was that because the Professional Real Estate court found no direct
infringement since the authorized act was not an exclusive act, there could be no
contributory infringement. Accordingly, the Professional Real Estate court purportedly
felt that it was unnecessary to determine "whether defendant could be liable for
‘authorization' absent primary liability. . .." n196 The source of confusion by the
Subafilms court and Nimmer seems to be that in Aveco and in Professional Real Estate,
as in most reported cases, the authorized act had already been committed by the time of
trial. Instead, a standing or executory authorization provides a better framework to clarify
the confusion because such an executory authorization can properly be



[*129] enjoined to prevent or restrain infringement. N197 Thus, an analysis based on
the recognition that mere authorization is actionable is more convincing and provides a
better framework for analyzing authorization violations.

At firgt blush it seems unfair to impose liability for "merely" authorizing an infringing
act when in fact no such infringement takes place. Plaintiffs, however, are unlikely to sue
unless they perceive some real harm to their interests n198 and that the probable
recovery from litigation outweighs the costs and effort of the litigation. A mere
authorization does not usualy result in meaningful harm unless there is also an actual
violation of one or more of the exclusive actsof 17 U.SC. § 106.

Thus, there seems to be no danger of alitigation explosion when plaintiffs possess the
right to sue for violations of authorization rights alone. Nn199 In rare cases where
authorization alone results in some harm to the plaintiff, the plaintiff should be given the
choice to sue, as delineated by Congress under an explicit constitutional provision. Thus,
it may not be the province of afederal court to argue that plaintiffs should sue under
some applicable state law even though an exclusive right under federal copyright law was
violated. n200 The statutory grant of federal jurisdiction reflects constitutional and
congressional deliberations in favor of alowing the plaintiff to decide and act. Even if
there is afrivolous suit for a mere violation of an authorization right, the statute has built-
in provisions to discourage such suits by conferring wide judicial discretion in remedial
provisions. n201



[*130] VI. CONCLUSION

Congress added the phrase "to authorize" to the Copyright Act of 1976 in order to
subject authorizers acting without permission of the copyright owner to direct liability.
Y et some courts and commentators have not fully recognized the statutory scheme behind
the authorization right and continue to interpret this right under traditional third party
theories of liability. Accordingly, aloophole has been created whereby both the
authorizer and the authorized can escape liability under U.S. copyright law if the
authorized commits the infringement outside the United States. If thisis what Congress
intended, then the copyright owner should look to Congress to close this loophole. But is
this really what Congress intended?

Several arguments have been presented in support of the conclusion that Congress did
not intend to codify the doctrine of contributory infringement in the revised Copyright
statute. The maor flaw in the codification theory is its inability to explain how a mere
codification of the contributory infringement doctrine would accomplish the
congressional intent of avoiding the question of contributory infringer liability. By
focusing on the statutory definition of "infringer" and discussing the nature of
authorization, a reasonable explanation for how the Copyright Act comports with such
congressional intent has been presented. Thus, a violation of the authorization right
should be regarded as an infringement regardless of whether and where the authorized act
was committed.

This article pointed to the Supplementary Register's Report as a novel source for
discerning congressional intent on this issue and analyzed the relationship between the
right "to do" and the right "to authorize." Contrary to Nimmer's position that the
authorization right is somehow different from the right "to do,” the rights are very closely
linked. The concept of this close relationship may be applied to the extraterritorial
context to show that authorization liability should attach if authorization occursin the
U.S,, regardless of whether and where the authorized conduct occurs. This contention is
also supported by established international laws as well as the judicial presumption
against the extraterritorial application of copyright laws.



[*131] While the presumption against extraterritoriality has been used to illustrate
inconsistencies in the codification argument, one should not automatically apply this
presumption to every case. The presumption is rebuttable and is not a clear statement
rule. Accordingly, U.S. copyright law should be extended to extraterritorial conduct in
certain cases, the Subafilms case presented such an opportunity. If the mere fact that an
act occurred extraterritorialy is sufficient to prevent the applicationof a statute to such
conduct, then the law has not progressed since American Banana. Such strict territoriality
views are largely inconsistent with the diminishing importance of distances and time
zones in the modern era

nl Pub. L. No. 94-553, 90 Stat. 2541 (1976) (codified at 17 U.S.C. § § 101-803).

n2 The statute provides: "Subject to . . . [certain statutory exclusions], the owner of
copyright under this title has the exclusive rights to do and to authorize any of the
following:
(2) to reproduce the copyrighted work . . .;
(2) to prepare derivative works based upon the copyrighted work;
(3) to distribute copies . . . of the copyrighted work to the public by sale or other transfer
of ownership, or by rental, lease or lending;
(4) in the case of [certain works] to perform the copyrighted work publicly;
(5) in the case of [certain works] to display the copyrighted work publicly” 17 U.S.C. §
106 (1995) (emphasis added).

n3 The prior law had no provision concerning the authorization right. ITS T.V.
Prods. v. California Auth. of Racing Fairs, 785 F. Supp. 854, 860 (E.D. Cal. 1992) ;
Danjag, SA. v. MGM/UA Communications Co., 773 F. Supp. 194, 200-01, 21 U.SP.Q.2d
(BNA) 1665, 1670-71 (C.D. Cal. 1991), aff'd on other grounds, 979 F.2d 772 (9th Cir.
1992).

nd "Usualy, the party engaging in infringing conduct is held to be the direct
infringer, with no explicit discussion of theissue." 3 MELVILLE B. NIMMER &
DAVID NIMMER, NIMMER ON COPYRIGHT § 12.04[A][3][d] at 12-94.4 n.109.1
(1996) (rel. 39-5/96); The words "direct infringement” and "primary infringement" are
used to mean a direct violation of aright granted to copyright owners under § 106 of the
Copyright Act. See generally, ITS T.V., 785 F. Supp. at 860.

n5 Third party infringement as used in this article refers to two sometimes
distinguishable concepts known as contributory infringement and vicarious liability. The
most often quoted definition of contributory infringement comes from Gershwin
Publishing Corp. v. Columbia Artists Man., Inc. which states that "one who, with
knowledge of the infringing activity, induces, causes or materially contributes to the
infringing conduct of another, may be held liable as a ‘contributory’ infringer." 443 F.2d
1159, 1162, 170 U.SP.Q. (BNA) 182, 184-85 (2d Cir. 1971).

While "knowledge and participation [are] the touchstones of contributory
infringement,” it has been stated that "benefit and control are the signposts of vicarious
liability." Demetriades v. Kaufmann, 690 F. Supp. 289, 293, 8 U.SP.Q.2d (BNA) 1130,
1133 (SD.N.Y. 1988). Vicarious liahility often arises in the context of employer-



employee relationship. However, "even in the absence of an employer-employee
relationship one may be vicarioudly liable if he has the right and ability to supervise the
infringing activity and also has a direct financial interest in such activities." Gershwin,
443 F.2d at 1162, 170 U.SP.Q. (BNA) at 184 (citing Shapiro, Bernstein & Co. v. H. L.
Green Co., 316 F.2d 304, 137 U.SP.Q. (BNA) 275 (2d Cir. 1963)).

However, the Supreme Court has noted that sometimes the distinction between
contributory infringement and vicarious liability is blurred. Sony Corp. v. Universal City
Sudios, 464 U.S. 417, 435 n.17, 220 U.SP.Q. (BNA) 665, 675 n.17 (citing the district
court's opinion), reh'g denied, 465 U.S. 1112 (1984).

n6 Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1092, 30
U.SP.Q.2d (BNA) 1746, 1749 (9th Cir. 1994) (en banc), cert. denied, 115 SCt. 512
(1994). While thisis the prevalent opinion, it has been argued that under certain
circumstances third party infringers should be liable even in the absence of direct
infringement. PAUL GOLDSTEIN, COPYRIGHT: PRINCIPLES, LAW AND
PRACTICE § 6.3.1.2 a 6:27 (1996).

n7 Subafilms, 24 F.3d at 1093, 30 U.SP.Q.2d (BNA) at 1750; 3 MELVILLE B.
NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT § 12.04[A][1] at 12-70-
75.

n8 The terms "authorizers' and "illegal authorizers' are used throughout this article to
refer more precisely to those authorizations that are not given by the copyright owner.
Such terminology is used for the sake of simplicity, even though the issue primarily
addressed in this article is whether such authorization isillegal.

n9 This argument is referred to in this article as the codification theory. It is based on
views as expressed in the Nimmer treatise. 3 MELVILLE B. NIMMER & DAVID
NIMMER, NIMMER ON COPYRIGHT § 12.04[A][3] at 12-86-94. The codification
argument has been adopted by some courts. See, e.g., Subafilms, 24 F.3d at 1093, 30
U.SP.Q.2d (BNA) at 1750.

n10 Thomasv. Pansy Ellen Prods., Inc. 672 F. Supp. 237, 242, 5 U.SP.Q.2d (BNA)
1322, 1326 (W.D.N.C. 1987); ITS T.V. Prods. v. California Auth. of Racing Fairs, 785
F. Supp. 854, 860 (E.D. Cal. 1992); Curb v. MCA Records, Inc., 898 F. Supp. 586, 36
U.SP.Q.2d (BNA) 1824 (M.D. Tenn. 1995); and Peter Starr Prod. Co. v. Twin
Continental Films, Inc., 783 F.2d 1440, 229 U.SP.Q. (BNA) 127 (9th Cir. 1986),
overruled by Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1092,
30 U.SP.Q.2d (BNA) 1746, 1749 (9th Cir. 1994) (en banc), cert. denied, 115 SCt. 512
(1994).

nll "The phrase 'to authorize' both encompasses the doctrine of contributory
infringement as a third-party theory of liability and establishes a direct cause of action
against illegal authorizers." Michael W. Ballance, Note, Third-Party Innocence:
Domestic Authorization of Foreign Copyright Infringement and Subafilms, Ltd. v. MGM-
Pathe Communications Co., 20 N.C.J. INT'L L. & COM. REG. 435, 446 (1995)
(emphasis original).

n12 See infra notes 89-94 and accompanying text regarding the presumption against
extraterritorial application.



n13 24 F.3d 1088, 1092, 30 U.SP.Q.2d (BNA) 1746, 1749 (9th Cir. 1994) (en banc),
cert. denied, 115 S.Ct. 512 (1994). Subafilmsinvolved an extraterritorial distribution of
the video version of plaintiff's film "Y ellow Submarine" without plaintiff's authorization
to do so. The court held that "mere authorization of acts of infringement that are not
cognizable under the United States copyright laws because they occur entirely outside of
the United States does not state a claim for infringement under the Copyright Act.”
Subafilms, 24 F.3d at 1099, 30 U.SP.Q.2d (BNA) at 1755. Crucia to the court's holding
was the conclusion that authorization is not an act of infringement. Id. at 1094-95, 30
U.SP.Q.2d (BNA) at 1750-51.

n14 The loophole was described by the District Court in Curb. "Under this view, a
phone call to Nebraska results in liability; the same phone call to France resultsin
riches." Curb, 898 F. Supp. at 595, 36 U.SP.Q.2d (BNA) at 1831.

n15 The reaction to Subafilms has been mostly critical. See Michael W. Ballance,
Note, Third-Party Innocence: Domestic Authorization of Foreign Copyright Infringement
and Subafilms, Ltd. v. MGM-Pathe Communications Co., 20 N.C.J. INT'L L. & COM.
REG. 435, 447 (1995) (emphasis original) ("the Subafilms court could have found the
domestic authorization of foreign copyright infringements illegal under the Copyright
Act"); Michael T. Crowley, Note, Raise The Yellow Submarine! Subafilms and
Extraterritorial Application of the Copyright Act, 48 FED. COMM. L.J. 133, 153 (1995)
("Another controversial conclusion of the court isits outright denial that an authorization
can be treated as a direct act of infringement."); Curb, 898 F. Supp. at 594, 36
U.SP.Q.2d (BNA) at 1830 ("Subafilmsrelies upon a peculiar interpretation of the scope
and nature of the authorization right in 17 U.S.C. 8 106. Thisinterpretation . . . appears
contrary both to well-reasoned precedent, statutory text, and legidative history."); PAUL
GOLDSTEIN, COPYRIGHT: PRINCIPLES, LAW AND PRACTICE § 6.3.2 at 6:29
("Subafilmsrests on a deceptively rigorous syllogism . . . ."). But see 3 MELVILLE B.
NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT § 12.04[{A][3][b] at 12-
93-94 ("Happily, the law has progressed since the 1980's. In 1994, the Ninth Circuit,
sitting en banc, [in Subafilmsoverruled prior law] . . . based on the [criticism in
Nimmer's treatise], which it quotes extensively.").

n16 Michael T. Crowley, Note, Raise The Yellow Submarine! Subafilms and
Extraterritorial Application of the Copyright Act, 48 FED. COMM. L.J. 133, 153 (1995)
at 134. Mr. Crowley proposed congressiona intervention to provide clear definitions for
contributory and vicarious infringements and authorization. He also proposed a provision
that states authorization should be treated as direct infringement. In addition, he suggests
a special section should cover extraterritorial infringement aspects. Id. at 159-61.

nl7 See infra notes 45-57 and accompanying text.
n18 See infra notes 58-64 and accompanying text.

n19 Supplementary Register's Report of the General Revision of the U.S. Copyright
Law (1965), 89th Congress, 1st Session May 1965, 1, reprinted in 3 MELVILLE B.
NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT at Appendix 15-1. The
Register's Supplementary Report is one of the many reports prepared for consideration
while Congress was contemplating a revision of the 1909 Copyright Act. The history of
this revision process was summarized by Justice Blackmun in his dissent in Sony Corp. v.



Universal City Studios, 464 U.S. 417, 463 n.9, 220 U.SP.Q. (BNA) 665, 687 n.9, reh'g
denied, 465 U.S 1112 (1984). The vaidity and importance of the Supplementary Report
as part of the legidative history are underscored by the fact that Justice Blackmun quoted
it extensively in his Sony dissent.

n20 See infra notes 81-88 and accompanying text.
n21 See infra notes 74-88 and accompanying text.

n22 3 MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
§ 12.04[A][3][b] at 12-88-94.

n23 See infra notes 108-127 and accompanying text.

n24 Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1095-96, 30
U.SP.Q.2d (BNA) 1746, 1751-52 (9th Cir. 1994) (en banc), cert. denied, 115 S.Ct. 512
(1994).

n25 See infra notes 128-135 and accompanying text.
n26 344 U.S 280, 95 U.SP.Q. (BNA) 391 (1952).
n27 U.S. CONST. art. |, § 8, cl. 8.

n28 3 MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
§ 12.04[A] at 12-70.

n29 Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1093, 30
U.SP.Q.2d (BNA) 1746, 1749-50 (9th Cir. 1994) (en banc), cert. denied, 115 S.Ct. 512
(1994). "As the Supreme Court noted in Sony, and this circuit acknowledged in Peter
Sarr, under the 1909 Act courts differed over the degree of involvement required to
render a party liable as a contributory infringer." 1d. (emphasis original) (citing Sony
Corp. v. Universal City Sudios, 464 U.S. 417, 437-38 n.18, 220 U.SP.Q. (BNA) 665, 676
Nn.18 (1984), and Peter Starr Prod. Co. v. Twin Continental Films, Inc., 783 F.2d 1440,
1443, 229 U.SP.Q. (BNA) 127, 129 (9th Cir. 1986), overruled by Subafilms, Ltd. v.
MGM-Pathe Communications Co., 24 F.3d 1088, 1092, 30 U.SP.Q.2d (BNA) 1746, 1749
(9th Cir. 1994) (en banc), cert. denied, 115 S.Ct. 512 (1994).

n30 The Supreme Court in Sony discussed the origins of the term "contributory
infringement,” and the appropriate situations in which to impose vicarious liability. Sony,
464 U.S. at 437-38 n.18, 220 U.SP.Q. (BNA) at 676 n.18. The footnote discusses the so-
called "dance hall cases' where vicarious liability was imposed in earlier cases. But the
Court's discussion does not reasonably lend itself to the statement that the Court was
noting any disagreement among lower courts over the degree of involvement before
liability can be imposed. Thus, the Supreme Court was not endorsing the Subafilms
position.

The court in Peter Starr stated clearly that "under the old copyright law, which did
not specifically state that the copyright holder had the exclusive right to authorize use of
the copyrighted work, courts came to mixed conclusions about how much involvement in
infringing was necessary to subject a defendant to liability for an infringement.” Peter
Sarr, 783 F.2d at 1443, 229 U.SP.Q. at 129 (emphasis origina). Thus, the courts were



unclear about the scope of authorization, but not about contributory infringement
liability.
n31 "The owner of copyright under thistitle has the exclusive rights to do and to

authorize any of the following [actg] . ..." 17 U.S.C. § 106 (1995) (emphasis added).

n32 "Anyone who violates any of the exclusive rights of the copyright owner as
provided by sections 106 through 118 . . . isan infringer of the copyright . .. ." Id. at 8
501(a).

n33 464 U.S 417, 220 U.SP.Q. (BNA) 665, reh'g denied, 465 U.S 1112 (1984).

n34 1d. at 435 n.17, 220 U.SP.Q. (BNA) at 675 n.17. However, it should be noted
that the Court in Sony was not faced with the problem of authorization as was the
Subafilms court.

n351TS T.V. Prods. v. California Auth. of Racing Fairs, 785 F. Supp. 854, 860 (E.D.
Cal. 1992); Curbv. MCA Records, Inc., 898 F. Supp. 586, 594, 36 U.SP.Q.2d (BNA)
1824, 1830 (M.D. Tenn. 1995).

n36 Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1092-95, 30
U.SP.Q.2d (BNA) 1746, 1749-51 (9th Cir. 1994) (en banc), cert. denied, 115 S.Ct. 512
(1994); 3MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
8 12.04[A][3][a] at 12-86, n.81.

n37 Subafilms, 24 F.3d at 1093, 30 U.SP.Q.2d (BNA) at 1750.

n38 3 MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
§ 12.04[A][3][4] at 12-86, n.81.

n391TS T.V. Prods. v. California Auth. of Racing Fairs, 785 F. Supp. 854, 860 (E.D.
Cal. 1992). Congress, in the House Report, has on many occasions made clear in the
legidative history whenit intended to create a new right in the Copyright Act. H.R. Rep.
No. 1476, 94th Cong., 2d Sess. 61 (1976), reprinted in 1976 U.S.C.C.A.N. 5659. Seeid.
at 5676 (the right of public display is an exclusive right recognized for the first time
under the statute, 17 U.S.C. § 106(5)); id. at 5774 (17 U.SC. § 501, which contains a
genera statement of what constitutes an infringement, is new to the Act); and id. at 5775
(17 U.SC. 8§ 509 on remediesis anew provision).

n40 PAUL GOLDSTEIN, COPYRIGHT: PRINCIPLES, LAW AND PRACTICE §
6.3.1.2 a 6:27 (1996).

n4l1 3 MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
8§ 12.04[A][3][a] at 12-86. "The statute does not tie such authorization to an actual act of
infringement [and it appears] that no further requirement exists of direct infringement.”
Id.

n42 1d.

n43 Id. at 12-86 n.81 (citing 3 MELVILLE B. NIMMER & DAVID NIMMER,
NIMMER ON COPYRIGHT § 12.04[A]).

n44 3 MELVILLE B. NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT
8§ 12.04[A][3][a] at 12-87. The tresatise reaches the above conclusion while discussing the



issue of whether there can be a cause of action for illegal authorization that does not
result in any (other) direct infringement. 1d. at 12-85-88.

nd5 17 U.SC. 8§ 501(a)(1994). The term "anyone" applies to any person including
any governmental agencies or employees. Id.

n46 Many cases have reached this general conclusion. See generally, Thomas v.
Pansy Ellen Prods., Inc., 672 F. Supp. 237, 242, 5 U.SP.Q.2d (BNA) 1322, 1326
(W.D.N.C. 1987); ITS T.V. Productions v. California Auth. of Racing Fairs, 785 F.
Supp. 854, 860 (E.D. Cal. 1992); Curb v. MCA Records, Inc., 898 F. Supp. 586, 594, 36
U.SP.Q.2d (BNA) 1824, 1830 (M.D. Tenn. 1995).

n47 H.R. Rep. No. 1476, 94th Cong., 2d Sess. 61 (1976), reprinted in 1976
U.S.C.C.A.N. at 5775 (emphasis added).

n48 Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088, 1094, 30
U.SP.Q.2d (BNA) 1746, 1750-51 (9th Cir. 1994) (en banc), cert. denied, 115 S.Ct. 512
(1994); Danjag, SA. v. MGM/UA Communications Co., 773 F. Supp. 194, 201, 21
U.SP.Q.2d (BNA) 1665, 1670-71; 3MELVILLE B. NIMMER & DAVID NIMMER,
NIMMER ON COPYRIGHT § 12.04[A][3][a] at 12-85-88.

n49 "A well-established principle of the copyright law is that a person who violates
any of the exclusive rightsof the copyright owner is an infringer, including persons who
can be considered related or vicarious infringers.” H.R. Rep. No. 1476, 94th Cong., 2d
Sess. 61 (1976), reprinted in 1976 U.S.C.C.A.N. at 5775 (emphasis added).

n50 Congress intended that federal law should be the only source of a copyright
owner's exclusive rights. "All legal or equitable rights that are equivalent to any of the
exclusive rights within the general scope of copyright as specified by section 106 . . . are
governed exclusively by thistitle.” 17 U.SC. 8 301(a)(1995). This objective appeared to
be accomplished in two steps during the 1976 revision: first by stating in 8 106 the
"exclusive rights" copyright owner shall enjoy, and second by pre-empting under § 301
any equivalent legal or equitable rights under state laws. Congressional preemption was
limited only to the extent necessary to preserve the exclusive rights of § 106. These
exclusive rights are further "protected” by defining in 8 501(a) "infringer" as anyone
who violates any of the exclusive rights.

n51 However, because congressional preemption under 17 U.S.C. 8 301 was limited
to the exclusive rights of copyright owners, if a non-exclusive right is violated, common
law liability doctrines still apply. "Nothing in this title annuls or limits any rights or
remedies under the common law or statutes of any State with respect to . . . activities
violating legal or equitable rights that are not equivalent to any of the exclusive rights
within the general scope of copyright as specified by section 106. . .." 17 U.SC. 8
301(b)(1995).

n52 H.R. Rep. No. 1476, 94th Cong., 2d Sess. 61 (1976), reprinted in 1976
U.S.C.C.A.N. a 5674.

n53 Id. at 5775.
n54 Id. at 5674.
n55 Id. (emphasis added).



n56 Supplementary Register's Report of the General Revision of the U.S. Copyright
Law (1965), 89th Congress, 1st Session May 1965, 1, reprinted in 3 MELVILLE B.
NIMMER & DAVID NIMMER, NIMMER ON COPYRIGHT at App. 15-40 (emphasis
added).

n57 In the example, the salesperson rented the picture with knowledge of the
impending public performance and he participated, if not encouraged, it through his sale.
Thus, he is a contributory infringer under the Gershwin definition. See Gershwin
Publishing Corp. v. Columbia Artists Man., Inc., 443 F.2d 1159, 170 U.SP.Q. (BNA)
182, (2d Cir. 1971).

n58 Pinkham v. Sara Lee Corp., 983 F.2d 824, 831, 25 U.SP.Q.2d (BNA) 1336, 1341
(8th Cir. 1992).

n59 See generally Subafilms, Ltd. v. MGM-Pathe Communications Co., 24 F.3d 1088,
1090 n.3, 30 U.SP.Q.2d (BNA) 1746, 1747 n.3 (9th Cir. 1994) (en banc), cert. denied,
115 S.Ct. 512 (1994) (appellant's counsel conceded and court accepted that authorization
consisted of alicensing agreement and that such authorization occurred within the United
States); and Curb v. MCA Records, Inc., 898 F. Supp. 586, 594, 36 U.SP.Q.2d (BNA)
1824, 1830 (M.D. Tenn. 1995).

n60 See infra notes 61-64 and accompanying text.
n61 Subafilms, 24 F.3d at 1093-94, 30 U.SP.Q.2d (BNA) at 1750.
n62 983 F.2d 824, 25 U.SP.Q.2d (BNA) 1336 (8th Cir. 1992).

n63 The main issue was whether there was authorization from the plaintiff to allow
the defendants to publish and distribute a number of the plaintiff's copyrighted books in
excess of what was expressly agreed to. The defendant argued that the plaintiff copyright
owner herself authorized the reproduction and distribution of her copyrighted books. The
defendants claimed that such authorization could be implied from their course of
dealings. The court ruled that even though the plaintiff had authorized other earlier
reproductions and distributions, the particular infringements were not authorized because
she had no knowledge of the reproduction and distribution. The plaintiff had given the
master film to the defendants for another purpose and did not imply authorization for its
use in the particular disputed instance. Id. at 831-33, 25 U.SP.Q.2d (BNA) at 1341-43.

n64 While the House Report did not use this example as one of the possible violations
covered by the phrase "to authorize," the conclusion that the statute covers this "two-
party" authorization violation cannot be disputed. It can be argued that the two-party
violation in Pinkham was a violation of the rig