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I.
Introduction


With the mass dispersal of digital technology and the widespread availability of broadband Internet access, intellectual property owners face unprecedented rates of copyright and trademark infringement.  Individuals residing in remote regions of the planet can now violate intellectual property rights on a dramatic scale with ease and rapidity and can distribute their product internationally within seconds.  Moreover, infringers shield themselves from liability by exploiting the shortcomings of the post-Westphalian international legal regime, relying on their shallow pockets and the impracticality and high costs of mass litigation, hiding behind shadowy shell corporations, and even utilizing anonymizing technologies.  As a result, to enforce their rights, intellectual property plaintiffs have had to fine-tune their litigation tactics.  For example, instead of suing users creating libraries of movies with home video technology, the movie industry went after the manufacturers of the technology;
 instead of pursuing the direct infringers on peer-to-peer file sharing networks, the recording industry set its sights on “secondary” infringers—operators of the networks and the distributors of the software that enabled users to reproduce copyrighted materials without authorization.
  Thus, the recent explosion in intellectual property litigation has witnessed increasing recourse to secondary liability theories.  And courts have frequently responded favorably to plaintiffs by enunciating substantial reinterpretations of extant principles, thereby precipitating a veritable secondary liability revolution.  Numerous commentators have bemoaned this trend, contending that judicial recasting of liability rules has dramatically expanded intellectual property rights beyond their intended scope, thereby resulting in an overprotective regime that stifles innovation.  

Yet one of the most striking aspects of the secondary liability revolution has been all but ignored in the literature:  While recent years have witnessed a dramatic broadening of the scope of secondary liability principles with respect to copyright, no such move has occurred in the trademark arena.  This divergence is unusual for several reasons.  First, secondary theories of liability in both trademark and copyright law share the same origins—the common law of tort and agency.  Secondly, by easing the reproduction of marks and by facilitating the distribution of infringing products globally, digital technology appears to pose just as much of a threat to trademark holders as it does to copyright interests.  Nevertheless, the courts have continued to police vigorously the carefully circumscribed metes and bounds of secondary trademark liability while simultaneously broadening the ambit of secondary copyright liability.  Meanwhile, the state of secondary liability theory—both with respect to trademark and copyright law—remains unsettled to a troubling degree.  Left only with some oblique comments from the Supreme Court that secondary trademark liability is meant to be more circumscribed than that of copyright, accused secondary trademark infringers are left without clear guidance.  At the same time, the courts’ recent forays into secondary copyright liability issues have simply raised more questions than they have answered.  

This Article takes a critical first step in clearing the murky waters of secondary infringement by setting forth and analyzing the divergence between the secondary trademark and copyright liability regimes.  Part II disaggregates the various theories of secondary liability by analyzing the current law of contributory and vicarious trademark and copyright infringement.  As we argue, despite common origins, trademark and copyright law have taken divergent paths over the years.  Although many courts have recognized this divergence, they have not carefully parsed out the differences.  Moreover, they have blindly accepted the differences without serious scrutiny or rationalization.  
As a result, Part III attempts to explain the reasons behind the differences we identify in the two secondary liability doctrines.  Specifically, we ask why the courts have created a two-tier system of secondary liability.  In so doing, we examine what the divergent path of secondary trademark and copyright liability principles says about the law-making process, the evolution of legal doctrine, and the choices being made between two complementary systems of intellectual property protection.  As our analysis reveals, it does not appear that fundamental differences in the nature or origin of trademark and copyright, rational balancing of economic risk-bearing considerations, or notions of romantic authorship have precipitated this bifurcation.  Rather, a panic over copyright infringement in the digital age has beset the courts, causing the injudicious and often uncritical expansion of secondary liability principles in the copyright arena. 

Finally, Part IV assesses the ways in which the existing law of secondary trademark and copyright liability fails to lay a reasonable template for our legal regime’s response to complex issues of technological change.  The Article concludes by suggesting the direction of future legal literature to determine appropriate reforms to the existing secondary liability regime.  
II. The Divergence of Secondary Liability Theories in Trademark and Copyright Law
A. Tracing the Origins of Secondary Liability

Secondary liability originates in tort law.  It refers to the imposition of liability on a defendant even though that defendant did not directly commit the tort at issue.  For example, an indirect participant A may encourage direct participant B to throw rocks during a riot.  One of the rocks thrown by B injures victim C.  Even though A does not throw any rocks himself, A is subject to liability to C as a contributory tortfeasor.
  The doctrine springs from the principle that certain parties, even if they are not the direct cause of harm to the victim, should be held responsible for harms committed by the direct actor.  Secondary liability is often rationalized on economic efficiency grounds; courts view it as a means to shift injury costs to those who are in position to prevent future injuries.
  At other times, it is justified on a moral basis: those who intentionally act to bring about tortious conduct should be held accountable, even if their actions are not the direct cause of harm to the victim.

Secondary liability comes in two forms: vicarious liability and contributory liability.  For vicarious liability, no knowledge of the tortious act is required.  Rather the defendant is liable strictly because of its relationship with the direct tortfeasor.  Unlike contributory liability, vicarious liability does not expand tort law to proscribe forms of conduct outside of the tort at issue.  In fact, the conduct of the accused tortfeasor is not at issue in assessing vicarious liability.  Instead, liability for the original tort is broadened by imposing a penalty on an additional, albeit innocent, defendant.

Although the tests for when vicarious liability may attach to a relationship vary, the most common test is control or the right to control the direct tortfeasor.
  For example, a master will typically be held liable for the tortious acts of its servant if the servant acted within the scope of its employment.
  Vicarious liability allocates risk to those parties that are better able to absorb and distribute the damages caused by another’s tortious acts.  Unlike individual employees that might be financially crushed by one tort liability verdict, employers can distribute tort losses by raising prices or by securing liability insurance.
  

Under the doctrine of contributory liability, parties other than the direct tortfeasor may be held jointly and severally liable if they acted in concert with or provided assistance or encouragement to the direct tortfeasor.
  The indirect participant’s assistance must be “substantial.”  This means that there must be evidence that the contributory tortfeasor’s actions helped cause the tortious act.
  In addition, knowledge is a requirement for contributory liability: the contributory tortfeasor must purposefully assist the performance of a tortious act.
  Thus, the contributory tortfeasor must recognize that the direct tortfeasor’s conduct constituted a breach of duty.
  

Courts have recognized the availability of both common-law theories of secondary liability—contributory and vicarious—in assisting content creators and trademark holders in their legal battles against facilitators of intellectual property infringement.  Inwood Laboratories, Inc. v. Ives Laboratories, Inc.
 represents the seminal case in secondary trademark liability jurisprudence.  In Ives, the Supreme Court confirmed the application of secondary liability principles to trademark law by holding that a trademark owner could hold the manufacturer of a generic drug contributorily liable for the actions of pharmacists.
  Like several other pharmaceutical companies, Inwood legitimately entered the market for the drug branded CYCLOSPASMOL when the patent for its manufacture, held by Ives, expired.  However, Ives sued Inwood when it learned that pharmacists had directly infringed on its trademark by dispensing a generic drug with CYCLOPASMOL labeling.  While not elaborating on the justification for importing tort principles into the federal trademark regime, the Court affirmed that liability for trademark infringement can extend past those who actually “use” a protected mark by imposing indirect liability on Inwood.

Similarly, in Kalem Co. v. Harper Brothers,
 the Supreme Court affirmed the application of secondary liability doctrines to copyright infringement.  The Court held that the producer of an unauthorized film dramatization of the copyrighted book Ben Hur was liable for his sale of the film to middlemen who arranged for the film’s commercial exhibition.  The Court explained that although the producer did not take part in the final act of infringement—the exhibition of the infringing film to paying customers—his contribution was sufficient to make him secondarily liable.

Both secondary liability theories in copyright and trademark law require an underlying act of direct infringement.  Contributory liability then attaches where there also exists (1) knowledge of the infringement by the defendant; and (2) material contribution by the defendant to the infringement.  Vicarious liability, as an outgrowth of the respondeat superior doctrine, requires (1) the right and ability of the defendant to control the actions of the infringer; and (2) a direct financial benefit to the defendant from the infringement.  To discourage the facilitation of proscribed conduct, courts hold individuals who aid the infringing activities of others accountable under these doctrines.  

Yet, despite their common genesis and shared language, copyright and trademark theories of secondary liability increasingly encompass divergent activities.  Based on its position that trademark law has “little or no analogy” to copyright,
 and that “fundamental differences” exist between the two bodies of law,
 the Supreme Court has explicitly declined to apply the standard it set for trademark contributory liability in Ives to cases of secondary copyright infringement.
  The lower courts have heeded these words, emphasizing the need to evaluate liability under two different standards depending on whether a copyright or trademark is at issue.
  
At the same time, however, the courts have failed to identify with any care the specific divergences between secondary trademark and copyright liability, and they have repeatedly conflated the contributory and vicarious doctrines in general.
  Although concerned with their proper application, commentators have recognized the inconsistent standards for secondary liability in copyright and trademark law and have largely yielded to these doctrinal distinctions without qualm or scrutiny.
  Moreover, the underlying justifications for the bifurcation have never fully been explored, either by the courts in their enunciation, or by scholars in their assessments.  As we will demonstrate, the legal standards for secondary trademark infringement differ markedly from than those applied to vicarious and contributory copyright infringers.  A careful disaggregation of the secondary doctrines suggests that, while trademark law continues to ground itself in the traditional doctrine of common law secondary liability, copyright law has lost its common law moorings and has been reshaped to encompass a wider range of activities than that covered by common law tort principles.

B. Comparing Vicarious Liability in Trademark and Copyright Law

1.
The Nature of the Relationship

a. Principal-Agent Requirements in Trademark Law

For vicarious liability under either copyright law or trademark law, there must exist a sufficient link between the defendant and the alleged infringer.  But courts have increasingly required a stronger connection for vicarious trademark liability.  Vicarious trademark liability relies on traditional tort and agency law principles to determine if a defendant should be held responsible for someone else’s direct infringement of a mark.
  Vicarious liability results for a principal only when an agent acts on its behalf in committing trademark infringement.
  A principal-agent relationship exists only if the defendant and the direct infringer have an apparent or actual partnership, have authority to bind one another in transactions with third parties, or exercise joint ownership or control over the infringing product.
  

Vicarious trademark liability therefore has strict limits.  Absent a principal-agent relationship between the defendant and the direct infringer, the defendant cannot face exposure to vicarious liability.
  Other relationships will not give rise to a claim.  “[C]ourts do not recognize vicarious liability in the trademark context based on ability to supervise in combination with a financial interest.”
  


A recent case from the Tenth Circuit colorfully illustrates this point. Haugen, a distributor of Amway products, had widely disseminated defamatory statements on Amway’s email distribution list.  According to the urban folklore recited by Haugen, Amway’s competitor, consumer products manufacturer Proctor & Gamble, was an agent of Satan.  As Haugen asserted, Proctor & Gamble diverted a large portion of its profits to the Church of Satan and the company’s logo, a ram’s horn, formed a 666—Satan’s fabled digits.  Haugen even claimed that Proctor & Gamble’s president had “come out of the closet”
 about his association with the Church of Satan on an episode of the Phil Donahue Show.  When asked if the revelations would hurt business, Haugen claimed that Proctor & Gamble’s president had nonchalantly demurred, opining that “There are not enough Christians in the United States to make a difference.”
  Doubtlessly concerned with potential litigation, Amway asked Haugen to recant and he did.  But Proctor & Gamble still sued both Haugen and Amway, claiming that the alleged association with Lucifer violated, inter alia, the Lanham Act by constituting a “false or misleading representation of fact which . . . in commercial advertising or promotion misrepresents the nature, characteristics, [or] qualities . .  .of . . . another person’s goods, services or commercial activities.”
  In particular, Proctor & Gamble wanted Amway held vicariously liable for the actions of its distributor.  


The Tenth Circuit reinstated Proctor & Gamble’s Lanham Act claim against Haugen after the district court had dismissed it based on a narrow construction of the Lanham Act, but refused to reinstate a claim for vicarious liability against Amway.  As the court noted, the plaintiff had failed to demonstrate an employment or principal-agent relationship between Amway and Haugen, despite the fact that Amway supervised its distributors in a number of ways, including setting the parameters within which its distributors functioned and dedicating company resources to create uniform standards of behavior.  Since Haugen’s violating conduct was not naturally and ordinarily incident to Amway’s business, the court refused to find Amway vicariously liable for Haugen’s actions.  Thus, contractual relationships such as that between licensor and licensee or franchisor and franchisee are not sufficient to give rise to vicarious liability in trademark law.
  


Of course, ambiguity exists in determining when a defendant has the necessary degree of control or authority over a direct infringer to establish a principal-agent relationship and to trigger vicarious liability.  In Haugen, the court held Amway was not liable for the acts of its distributors since there was no principal-agent relationship, i.e., Amway had not vested its distributors with the authority to act on its behalf.
  However, in another recent case, a court found that an internet search engine could be vicariously liable for the infringing acts of its advertisers.
  The advertisers purchased the marks of other companies as keyword search terms for their own products.  The court denied the search engine’s motion to dismiss, holding that an allegation that the search engine “exercise[d] significant control over the content of advertisements” was enough to state a claim for vicarious liability.
  Thus, the amount of control necessary to make a defendant vicariously liable is imprecise, and subject to the interpretation of different courts.  Nevertheless, the mere right and ability to supervise does not create vicarious liability in the trademark context.
  More importantly, in trademark law, courts continue to couch the threshold relationship for vicarious liability as one of principal-agent and they require proof of “significantly greater involvement with the infringement by the party against whom vicarious liability is sought than is required under the copyright laws.”

b. The Right and Ability to Supervise in Copyright Law

Copyright law is markedly different. A principal-agent relationship is not required.
  Instead, as courts have repeatedly held, “[a] defendant is vicariously liable for copyright infringement if it has the right and ability to supervise the infringing activity and also has a direct financial interest in such activities.”
  In copyright, there is no requirement that the direct infringer be an agent of the defendant or that the defendant has caused others to believe that the direct infringer is acting under its authority in order to expose a defendant to vicarious liability.  Thus, a defendant may be guilty of vicarious copyright infringement even in the absence of an actual agency relationship and without any misleading conduct by the defendant.
  Thus, a restaurant owner faced vicarious liability for copyright violations by a musician hired to entertain patrons, even though the musician served as an independent contractor, rather than employee, and the owner had no control over the musician’s concert repertoire.
  Similarly, the owner of a racetrack suffered vicarious liability for copyright violations by a company hired to supply music over the track’s public address system.
  In the decision, the court appealed to public policy to rationalize rejection of the “independent contractor” defense raised by the racetrack owner to shield itself from vicarious copyright liability:  “The proprietor of a public establishment operated for a profit could otherwise reap the benefits of countless violations by orchestras, itinerant or otherwise, by merely claiming ignorance that any violation would take place,”
 argued the court.  Yet such a defense absolves a similarly situated defendant from vicarious trademark liability.



2.
The Notion of Financial Benefit

a. Direct Financial Benefit in Trademark Law

At the same time, the critical element of financial benefit differs radically in vicarious trademark and copyright doctrine.  A comparison of two cases involving secondary liability claims against flea market owners for vendor infringements (trademark in the first case, copyright in the second) provides an ideal illustration of this point.  Despite similar facts, the courts draw opposite conclusions on the issue of liability, largely due to unscrutinized differences between secondary trademark and copyright doctrine.

In Hard Rock Café Licensing Corp. v. Concession Services,
 the owner of the Hard Rock trademark sued a flea market owner, CSI, for both contributory and vicarious liability, contending that the owner was responsible for trademark infringement committed by a t-shirt vendor, Parvez.  Parvez sold counterfeit Hard Rock t-shirts on the premises.  Although not foreclosing the possibility of vicarious liability, the Seventh Circuit issued guidance to the lower court, noting that it was “inclined to favor [defendant CSI’s] side of the dispute.  CSI neither hired Parvez to entertain its customers . . . nor did it take a percentage of his sales.”
  While one could argue that the sale of infringing t-shirts brought more customers to the flea market (thereby increasing parking and admission fee revenues), boosted the profits of Parvez (thereby enabling him to afford the vendor fee he paid to CSI), and ultimately inured to the financial benefit of the flea market owner, the court declined an opportunity to seize such an attenuated link between infringement and financial benefit for liability purposes.  As the court suggested, only an actual profit-sharing regime between the owner and the vendor or use of the direct infringer for customer/client entertainment purposes would create a sufficient nexus between acts of infringement and an owner’s revenue stream to warrant vicarious liability.
  In short, courts require obvious and direct financial benefit before they impose vicarious liability for trademark infringement.

b. Expanding Notions of Financial Benefit in Copyright Law

By sharp contrast, in Fonovisa, Inc. v. Cherry Auction, Inc.,
 a copyright holder sued the operator of a flea market for the activities of one of its vendors, who sold infringing recordings.  The defendant flea market operator, Cherry Auctions, reaped substantial revenues from the concession stand fees it generated from third-party vendors and from the parking and admissions fees it collected from the public.  The court found Cherry Auctions vicariously liable because the infringing activities of the record seller “enhance[d] the attractiveness of the venue to potential customers,” luring them to the flea market grounds and driving up Cherry Auctions’ revenues.
   

As Lemley and Reese point out, the Fonovisa decision represents a startling expansion in the definition of financial benefit since the flea market did not directly profit from the sales of infringing recordings and received no percentage of the vendor’s business.  As they observe, “the existence of infringing activity is assumed to draw customers in greater numbers than noninfringing activity, and any money those customers pay to the defendant appears to count as revenue ‘directly’ related to the infringing activity for purposes of vicarious liability.”
  The causal chain linking infringement and profit in Fonovisa is not only unsubstantiated but starkly different than the established precedent in trademark cases.  

Moreover, the schism between trademark and copyright law on this point is widening.  Fonovisa and its progeny constitute a significant departure from prior copyright doctrine, as earlier cases embraced a much more demure definition of financial benefit.  In 1938, for example, Judge Augustus Hand immunized a landlord from vicarious copyright liability claims based on a tenant’s actions:  “[S]omething more than the mere relation of landlord and tenant must exist to give rise to a cause of action by plaintiffs against these defendants for infringement of their copyright on the demised premises.”
  The court then pronounced its circumspect vision of financial benefit:  Landlords “received nothing, and were not entitled to receive anything through [tenant’s] acts of infringement.”
  A quarter-century later, the Second Circuit reiterated this limited view, arguing that the defendant must enjoy “an obvious and direct financial interest in the exploitation of copyrighted materials” before courts will impose vicarious liability.
 

But recent years have witnessed a significant transformation in the financial-benefit component of the vicarious liability regime in copyright law.  Fonovisa first subverted the constrained notion of financial benefit by imputing it from the mere draw of an audience to a site in which a defendant has an economic interest.  In the wake of Fonovisa, the requirements for financial benefit in the copyright context have slackened even further.  In Napster, the Ninth Circuit presented only a cursory analysis of the issue of financial benefit, arguing in a brief paragraph that Napster received financial benefit from the availability of infringing materials on its peer-to-peer file sharing network.
  The court summarily concluded financial benefit based on its simple observation that the infringing materials served as a draw for customers: “Ample evidence supports the district court’s finding that Napster’s future revenue is directly dependent upon ‘increases in userbase.’ More users register with the Napster system as the ‘quality and quantity of available music increase.’”
  Remarkably, the Ninth Circuit failed to acknowledge that Napster had earned no revenue and had never charged its customers any fees.
  Thus, on the purely hypothetical notion of profitability—including the eventual monetization of its user base through email, advertising, linking and direct marketing—the court found financial benefit.
  Napster therefore expands Fonovisa, imputing financial benefit from infringing activity that lures an audience to a virtual site, even one from which defendant does not draw revenue. 

3.
Differences in Vicarious Liability Doctrine in Practice

A recent case, United States v. Washington Mint, illustrates how the different standards for secondary liability in copyright and trademark law work in practice.  The United States government sued the Washington Mint, a private mint, for direct trademark and copyright infringement for manufacturing and selling replicas of the Sacagawea dollar.
  The government also sued the company’s marketing and advertising agency, Novus, as well as certain corporate officers, under theories of vicarious and contributory copyright and trademark infringement.  

With respect to the vicarious liability claims, the court found that Novus exercised supervisory control over the Washington Mint and financially benefited from its infringing activities—the threshold requirements for vicarious copyright and trademark liability.  Control existed because Novus employed a large number of the Mint’s employees, including its Chief Executive Officer.  The court inferred a financial benefit from the infringement because Novus served as the exclusive advertising space for the Mint’s Sacagawea dollar.

More significantly, the court explicitly bifurcated the issue of vicarious liability against the corporate officers, finding sufficient evidence of vicarious copyright liability but not vicarious trademark liability.
  The corporate officers held roles as co-CEOs and co-presidents of Novus and were limited partners in another company that was the Mint’s controlling shareholder.
  Based on this information, the court concluded that there was sufficient evidence to defeat a summary judgment motion filed by the co-CEOs on the issue of vicarious copyright infringement.  Given their role as corporate officers, the court explained, their supervisory authority over the employees of the direct copyright infringer could be inferred.
  Given their status as limited partners in the controlling shareholder, they had a direct financial interest in any revenues received by the direct copyright infringer.


However, the court found the same evidence insufficient to support a finding of vicarious trademark infringement because of “the more narrow standards applicable to trademark infringement claims.”
  Vicarious trademark infringement requires greater proof of the defendant’s intent than vicarious copyright infringement, the court explained, and the government had produced no evidence demonstrating that the defendants knew or should have known about the manufacturer’s infringement.
  Thus, a financial interest and limited supervisory authority over the direct infringer is not enough to establish vicarious trademark infringement but it is enough to support a finding of vicarious copyright infringement.  Although it appeared that the corporate officers’ financial interests were intertwined with the infringing manufacturer, the court apparently felt that the government had not demonstrated the requisite principal-agent relationship to warrant the imposition of vicarious trademark liability.

C.
Comparing Contributory Liability in Trademark and Copyright Law

The divergence of trademark and copyright from a common source is even more stark in the context of contributory liability.  The basic contributory infringement doctrine—rhetorically shared by both trademark and copyright law—finds liability where a defendant knows or should know of a third-party’s infringing activity and materially contributes to it.  These common elements—knowledge and material contribution—have taken on strikingly different meanings depending on whether trademark or copyright protection is at stake.


1.
Actual and Imputed Knowledge

a. The Scope of Imputation in Trademark Law

As with vicarious liability, a defendant may be held liable as a contributory infringer even though the defendant has not taken any direct action to infringe on a trademark.
  The seminal Coca-Cola Co. v. Snow Crest Beverages decision firmly establishes the parameters of contributory liability in trademark law.
  In the case, both Snow Crest and Coca-Cola supplied cola-flavored soft drinks to bars.  Coca-Cola sued Snow Crest for contributory infringement, contending that it should be held indirectly liable for the infringing acts of the bars, who served drinks made with the defendant’s “Polar Cola“ when bar customers asked for “Coke.”
In concluding that Snow Crest could not be held liable for the actions of the bar owners, the court tried to pinpoint the boundaries of contributory liability based on its scrutiny of both common-law principles and the Lanham Act.
  It cited the Restatement of Torts to explain that Snow Crest was under a duty to avoid intentionally inducing bars to market its Polar Cola product as “Coca Cola.”
  Snow Crest also had a duty to avoid knowingly aiding bars that purchased its products from engaging in infringing conduct.
  Finally, Snow Crest was under an obligation to take precautionary measures if it knew or could reasonably be expected to know that the bars were using its product as a substitute when customers ordered Coca-Cola.

But the Snow Crest court also stressed that these three obligations marked the outer limits of a manufacturer’s duties with regard to policing the infringing acts of its customers: “There is no broader legal principle that always makes the defendant his brother’s or his customer’s keeper.”
  Instead, liability turns on whether “a reasonable person in the defendant’s position” would realize that she had created a situation likely to result in infringement or was transacting with a customer that she should know would be particularly likely to use her product wrongfully.
  After all, as Judge Wyzanski observed in the case, “any man of common sense knows that in any line of business . . . there are some unscrupulous persons, who, when it is to their financial advantage to do so, will palm off on customers a different product from that ordered by the customer.”
  In other words, Snow Crest sets out a reasonable person standard for imputing the knowledge necessary for contributory infringement, only permitting liability when a defendant knew or reasonably should have known that her actions would result in infringement by another.


Since 1946, this firm limitation on knowledge imputation has dominated the law of contributory liability in trademark infringement cases, even receiving blessing by the Supreme Court.  As Justice White wrote in his concurring opinion in Ives, “The mere fact that a generic drug company can anticipate that some illegal substitution will occur to some unspecified extent, and by some unknown pharmacists, should not by itself be a predicate for contributory liability.”
  Thus, even a guarantee of trademark infringement somewhere down the stream of commerce is not enough to support a finding of contributory liability.  Today, courts continue to follow the limitations of the Snow Crest decision, imposing no affirmative duty to investigate or take precautions against trademark infringement by a third party, barring some specialized knowledge of the infringement at issue.
  

Snow Crest’s “known or should have known” knowledge standard is common in other branches of tort law.
  In the typical intentional inducement case, knowledge of the direct infringement is readily apparent because there is evidence that the defendant specifically communicated to the direct infringer a request that the direct infringer violate another’s trademark.
  For example, it was a relatively routine decision to find a sales representative contributorily liable after he told others that he had received a “royal screwing” and that he was going to “even the score” with a plaintiff that used to supply him with product.  Proof was submitted that the sales representative contacted two other manufacturers and asked them to produce lamps nearly identical to those produced by the plaintiff.

Cases that involve the supply of a product without actual evidence of a specific request to infringe are more difficult.  In determining whether the defendant had sufficient knowledge of infringement to be contributorily liable, the standard is “to understand what a reasonably prudent person would understand.”
  This is a “high burden” for a plaintiff,
 and the most difficult element for a plaintiff to prove.
  Even a demand letter from the plaintiff trademark owner to the defendant is not sufficient to create the amount of knowledge needed for a contributory infringement claim.
  It is only when the reasonably prudent person would expect wrongdoing that contributory liability may attach.  A reasonably prudent person would not assume infringement without real evidence of same.  Mere awareness of a potential for infringement is not enough.

On the other hand, under the Snow Crest standard, a defendant cannot purposely avoid evidence of infringement in order to immunize itself from contributory liability.  If a defendant expects wrongdoing yet fails to investigate, such “willful blindness” will subject the defendant to trademark infringement liability.
  For example, in a case involving allegations of direct infringement of the HARD ROCK CAFÉ mark by a flea market vendor and contributory infringement by the flea market’s owner, the Seventh Circuit held that the owner could be contributorily liable even if it did not actually know that the vendor was selling fake Hard Rock t-shirts on its property.  The court would impute knowledge to the owner if it suspected, or had reason to suspect, wrongdoing and did nothing about it.
  The Hard Rock court cautioned, however, that it was not converting the knowledge requirement for contributory trademark liability into a negligence standard.  Like the Snow Crest court, it stressed that the flea market owner has “no affirmative duty to take precautions against the sale of counterfeits.”
  And like the Snow Crest court, it borrowed from the Restatement of Torts and traditional common law tort doctrine to explain that, although the knowledge requirement for contributory trademark liability requires an owner “to understand what a reasonably prudent person would understand, it does not impose any duty to seek out and prevent violations.”

b. The Sony Safe Harbor, Active Inducement and Imputed Knowledge in Copyright Law

As with trademark infringement, a party “who, with knowledge of the infringing activity, induces, causes or materially contributes to the infringing conduct of another” will be liable for contributory copyright infringement.
  Similarly, knowledge can be either actual or constructive
—the requisite knowledge exists if the defendant knew or had reason to know of the infringing activity.
  As with trademark law, a defendant’s willful blindness of user infringement will satisfy the knowledge element in copyright.

However, several additional factors have radically altered the knowledge requirement in the copyright context.  First, there is the Sony safe harbor, enunciated by the Supreme Court in its seminal Sony Corporation v. Universal City Studios decision.  In the case, the major motion picture studios filed suit against Sony for contributory and vicarious copyright infringement stemming from its development of the Betamax technology.  Warning of the potential demise of Hollywood at the hands of video recording technology, the studios argued that the advent of the Betamax (and, ultimately, its more popular counterpart, the VHS) would devastate both the television and motion picture industries by dramatically reducing audiences for television programming; consumers could simply record programs and watch them at a later date.
  The studios also contended that the recording features of the Betamax would annihilate the potential market for film rentals by enabling consumers to create their own libraries by recording movies from television.
   The Supreme Court, however, disagreed.  

The Court found that the existence of potential infringing uses for a technology should not render that technology illegal per se.  Specifically, the Sony Court barred contributory liability based on imputed intent to cause infringement where a “staple article of commerce” used in infringement possessed “substantial noninfringing uses.”
  As a result, the Court concluded that the VCR possessed significant non-infringing uses and Sony could not be held liable for acts facilitated by its Betamax technology.
  Thus, when a product is capable of both substantial infringing and non-infringing use, without more, defendant’s mere knowledge of the product’s infringing capabilities is insufficient for a finding of contributory copyright infringement.
  The Sony safe harbor therefore prevents courts from imputing knowledge of infringement to manufacturers of technologies with “commercially significant” or “substantial noninfringing uses.”

However, the Sony safe harbor is limited in two critical ways.  First of all, it continues to be riddled with ambiguity, making it difficult to rely upon ex ante.  This fact is especially problematic for developers of cutting-edge technologies with both infringing and non-infringing uses, as they risk millions of dollars in potential secondary infringement liability.  It is unclear whether non-infringing uses must be actual or probable to qualify for the defense.  Similarly unknown is the amount of time courts should grant technologies to develop the substantiality of their noninfringing uses.  The interplay of the respective magnitudes of infringing and noninfringing uses also remains in doubt.
 

Secondly, the Supreme Court’s recent Grokster ruling has explicitly and significantly limited the scope of the Sony safe harbor.  Grokster involved a suit by movie and sound recording copyright holders against peer-to-peer software distributors for secondary copyright infringement.
  As the Court held, even though the software had substantial lawful uses, clear evidence of steps taken to foster infringement obviates the Sony defense.
  

In the case, the Ninth Circuit construed Sony as immunizing from all contributory liability any technology capable of substantial or commercially viable non-infringing use, unless the distributor of that technology had actual knowledge of specific instances of infringement and failed to act upon that knowledge.
  In a unanimous reversal, the Supreme Court disagreed with this broad interpretation of Sony.  As the High Court clarified, while the Sony safe harbor prevents a court from imputing knowledge to a defendant distributing a product with substantial or commercially significant noninfringing uses, the Sony defense is trumped when a court finds that the defendant has “actively induced” infringement.
  Active inducement liability attaches if the defendant distributes that product “with the object of promoting its use to infringe copyright,” regardless of whether the product is capable of commercially significant noninfringing uses.

Grokster therefore holds that the affirmative Sony defense applies when the defendant has knowledge that its product can be used to infringe but the product is also capable of substantial lawful use.
  Yet evidence that goes beyond the product’s design and demonstrates an intent to infringe will trump the Sony defense and satisfy the knowledge element for contributory liability.
  The Court emphasized that “direct evidence of unlawful purpose” was the key to overriding a Sony affirmative defense.
  The Court explained that what it was looking for was evidence of “clear expression or other affirmative steps taken to foster infringement.”
  The Court justified putting this premium on direct evidence with a quotation from a tort law treatise indicating that higher penalties should apply to those with actual knowledge of illegal behavior.
  Thus, Grokster unequivocally deems intent critical to the contributory liability calculus:  Regardless of the availability of substantial noninfringing uses, active inducement can warrant a finding of secondary infringement.  

In articulating this active inducement standard, the Supreme Court dramatically increased the types of evidence considered relevant for a court’s assessment of the knowledge requirement in copyright law.  Specifically, the court can look toward any manifestation of intent to foster infringement to meet the threshold state of knowledge for contributory liability.  Three factual considerations evidenced the Grokster defendants’ clear intent to promote their products for infringing uses, apparently forcing the Court to conclude that “the unlawful objective is unmistakable.”
  These three factual considerations showcase types of evidence that, while relevant to the Grokster decision regarding liability for copyright infringement, have historically not been germane to courts assessing contributory trademark liability.

First, in their advertisements and solicitations, the creators of the peer-to-peer software at issue “voiced the objective that recipients use [their programs] to download copyrighted works, and each took active steps to encourage infringement.”
  Specifically, the defendants held themselves out as Napster substitutes, thereby trying to capture users of a known source of demand for copyright infringement.  
Secondly, albeit in language steeped in caution, the Grokster Court drew on the defendants’ failure to develop filtering tools as a means of bolstering its finding of inducement.
  Grokster establishes the critical importance of network architecture decisions to the secondary liability inquiry, even if such decisions are not, by themselves, outcome determinative.
  The decision makes the failure to take affirmative precautions to prevent infringement a relevant factor for imputing knowledge of infringement for copyright, but not trademark, contributory liability.

Third, the Court highlighted the Grokster business model, importing the financial benefit calculus from vicarious infringement into its determination of contributory infringement.  As the Court pointed out, defendants made money through advertising.  As the number of users in their network increased, so would their advertising revenues.
  Since close to 90 percent of volume on the network involved the unlawful exchange of copyrighted works, the Court concluded that the defendants’ business model thrived on infringement.  

The Court’s emphasis on financial benefit as evidence of inducement/knowledge is particularly significant, as it further transforms the contributory liability regime in copyright law.  Specifically, it seizes upon the recent body of case law on financial benefit from the vicarious liability context in such cases as Fonovisa and Napster to broaden the scope of contributory liability through the inducement/knowledge factor.  Besides further conflating vicarious and contributory liability—as discussed earlier, courts have historically failed to parse out the two doctrines with deserved precision—this move slackens contributory liability standards significantly by introducing an imprecise financial metric to infer intent.  In contrast to traditional tort law and the law of contributory trademark infringement, which employ the standard of whether a reasonable person knew or should have known of the infringement, Grokster allows a court assessing liability for contributory copyright infringement to impute knowledge based merely on financial motive.

All told, even when the Sony defense is taken into consideration, it does little to rectify the imbalance between trademark and copyright in imputing knowledge for contributory liability.  The imprecise nature of the Sony defense and the Grokster decision’s emphasis on evidence of financial benefit and failure to take precautionary measures limit the utility of the Sony safe harbor for accused copyright infringers.  As the law currently stands, the inducement evidence that the Court relied on to find against the defendants in Grokster would not satisfy the standards for liability in a trademark infringement case.  Neither a financial interest in the infringement
 nor a failure to take remedial measures
 would meet the “high burden” required to establish knowledge in a trademark case.  Instead, to warrant a finding of contributory trademark liability, courts will only accept specific evidence of intentional inducement to infringe or proof that would lead a reasonably prudent person to conclude that infringement is taking place.  Thus, particularly in the wake of Grokster, the knowledge standard for contributory copyright infringement is more relaxed and could implicate a wider range of defendants than contributory trademark principles do.  

.

2.  
Material Contribution:  Relationships Suitable for Contributory Liability
a. The Direct Control Requirement in Trademark Law

Contributory liability does not attach to every party who has knowledge of infringing activity.  In addition to determining whether a “reasonably prudent person” would have perceived infringement, a court must also assess the nature of the relationship between the defendant and the direct infringer.
  These requirements are interrelated.  Whether or not it is reasonable for a defendant to perceive infringement depends on the defendant’s interaction with the direct infringer.  
In trademark law, a court looking to assess contributory liability against a defendant that is not a manufacturer or distributor of the infringing product must sail into somewhat uncharted waters.  “[I]t is not clear how the doctrine [set out in Ives] applies to people who do not actually manufacture or distribute the good that is ultimately palmed off as made by someone else.”
  Relatively few cases have extended contributory trademark liability past manufacturers and distributors of products as the courts have been hesitant to move past the relationship that was at issue in the Ives decision.
  As one court explained, “[e]ach extension of contributory liability doctrine beyond defendants who manufacture or distribute a mislabeled product has required careful examination of the circumstances to determine whether knowledge of infringement should be imputed to the alleged contributory infringer.”
  While the courts encounter “little difficulty” in finding the knowledge required to support a finding of contributory infringement when the defendant has passed the product along the distributive chain, imputing knowledge becomes trickier when no misleading product has been built or issued by the defendant.
  

Despite this judicial reluctance, contributory trademark liability has admittedly expanded in recent years to cover more than just manufacturers and distributors.
  For example, the Eleventh Circuit recently opined that a franchisor could be held contributorily liable for direct trademark infringement committed by its franchisee.
  The Seventh Circuit held that a flea market owner could potentially be contributorily liable for the infringing actions of vendors on its property if it acted with “willful blindness” to the vendors’ infringement.
 
By contrast to the expansion of contributory copyright liability, courts have resisted reconsideration of the Ives doctrine, even in cases that involve new technologies and provide no easily applicable precedent in common law tort.  For example, in Lockheed Martin Corporation v. Network Solutions,
 a domain name registrar was sued for contributory infringement.  The plaintiff contended that the registrar committed contributory infringement by registering third-party domain names that contained the plaintiff’s mark.
  

Lacking a clear analogy to prior trademark or common law, the Lockheed Martin court had to take a stand on the boundaries of contributory liability.  It did so in a way that set a definite limit on the material contribution requirement.  The court characterized the previous contributory infringement cases as relying on an assessment of the amount of control exercised by the defendant.
  The court held that if the defendant is not supplying a product as in Ives, then contributory liability is possible only if there was “direct control and monitoring of the instrumentality used by a third party to infringe the plaintiff’s mark.”
  Because the domain name registrar engaged in rote translation and did not conduct any real oversight of its registrants, the court concluded that there was no “direct control and monitoring” and, therefore, no contributory infringement.
  Thus, according to the Lockheed Martin court, it is only when the defendant exerts direct control over the means of infringement that a sufficient relationship exists between the defendant and the direct infringer to assess liability.  
b. The Attenuated Notion of Control in Copyright Law

As with trademark law, in addition to knowledge of the infringement, a contributory copyright infringer must act in a way that materially contributes to the infringement.  To make a material contribution, the defendant must either (1) contribute machinery or goods that provide the means to infringe or (2) must engage in personal conduct that furthers the infringement.
  For example, a radio station that allows its equipment to be used to broadcast advertisements for the sale of infringing records may be held liable for contributory copyright infringement.
  


In determining whether the defendant made a material contribution to the infringement, courts ask whether the defendant had the ability to control the use of the copyrighted work.
  For some courts, the amount of control is the key issue in determining contributory liability.
  But formal control over the direct infringer is not necessary for contributory liability in copyright.
  “The fact that the infringing activity is not done under the direction or supervision of the person furnishing facilities, nor for the person’s benefit . . . does not necessarily immunize him from liability as a contributory [copyright] infringer.”
  Instead, merely providing the means for infringing activity may be sufficient.
  For example, a commercial operator of sound recording or video duplication facilities can be held liable for the infringing acts of its customers even if the customers themselves provide the copyrighted materials that they illegally copy.
  In fact, the mere provision of “the site and facilities is sufficient to establish contributory liability.”
  Thus, a swap meet landlord could be contributorily liable for the infringing actions of vendors on its property.
  

And the courts have stretched the definition of control even further, suggesting that any ability to regulate customer conduct constitutes the control necessary for a “material contribution.”  For example, one court found that an operator of a computer bulletin board service that automatically distributed all bulletin board postings, infringing or not, to service subscribers could be held contributorily liable for the dissemination an infringing work posted by one of its subscribers.
  The court explained that running a bulletin board service constitutes “substantial” participation that “goes well beyond renting premises to an infringer” because the bulletin board service “does not completely relinquish control over how its system is used, unlike a landlord.”
  Thus, for copyright, parties may be liable for contributory infringement even if they have no real ability to control the acts of the direct infringer.

By contrast, under the standard articulated in Lockheed Martin and widely adopted by other courts, direct control and monitoring of the means of infringement is required for contributory trademark liability.
  When no direct control is exercised by the defendant, contributory liability will not attach.  For example, a shoe company that sponsored a basketball exhibition was not contributorily liable for an infringing t-shirt distributed by its sponsee.
  The court emphasized that, despite the shoe company’s sponsorship of the exhibition and its endorsement deal with the alleged disseminator of the t-shirt and direct infringer, there was insufficient evidence to find that the company directly controlled or monitored the promotional materials related to the exhibition.
  Similarly, a landlord was not liable for failing to evict a tenant whom it knew was engaged in counterfeiting because it did not have the ability to directly control and monitor the tenant’s activities.

In addition, though a somewhat nebulous concept, it appears that the easier something is to control, the more likely a court will recognize contributory trademark infringement.  Thus, a common carrier of gasoline was held to provide a material contribution to infringement by its “physical possession” and delivery of unbranded gasoline to a filing station that was passing off its gasoline as GETTY brand gasoline.
  Courts expect suppliers to have some control over the products they manufacture and distribute; hence, the material contribution requirement fades away when the alleged contributory infringer is a manufacturer or distributor of the infringing product.
  Courts expect real property owners to be able to control what happens on their land or buildings.
  By contrast, courts have found owners of more abstract property, like the right to license a trademark, to lack the requisite control under Lockheed Martin. 
  Thus, in deciding that there was no contributory liability for a travel agency that licensed its mark to an affiliate who infringed on another party’s mark, the court emphasized that the travel agency “licensed no real estate,” but “merely licensed its own mark to the alleged direct infringer.”
  In another case, a court granted summary judgment in favor of a domain name registrar accused of contributory infringement on the grounds that the constantly changing nature of the Internet made it impossible for the registrar to directly control and monitor the means of infringement.
 
Thus, the circumstances enabling contributory trademark liability are dramatically limited compared to copyright law.  For cases that do not involve manufacturing or distribution, the defendant must directly control and supervise the direct infringer.  Moreover, the case law suggests that sufficient control for contributory trademark infringement will only be found when the means of infringement is relatively simple and tangible like real property.  When the means of infringement are more abstract, contributory liability is less likely.  Contributory copyright does not require such direct control.  Instead, merely producing an opportunity to infringe is enough to impose liability.
III.
Understanding the Divergent Evolution of Secondary Trademark and Copyright Liability


As the previous section and the chart below illustrates, an alleged secondary trademark infringer will have a much easier time escaping liability than someone accused of indirect copyright infringement.  For both copyright and trademark law, vicarious liability requires control over the indirect infringer and a financial benefit from infringement.  But while vicarious trademark liability uses traditional tort principles of agency to determine whether sufficient control exists, a formal agency relationship is not required for copyright infringement.  Thus, a defendant may be held vicariously liable for direct copyright infringement committed by its independent contractors and licensees, but not for trademark infringement committed by the same parties.  Moreover, the notion of financial benefit for copyright has been stretched to include the potential draw and hypothetical revenue to the vicarious infringer while trademark law continues to demand a direct financial stake in infringement revenue, not projections of future income.













For both trademark and copyright law, a knowledge of the direct infringement and a material contribution to that infringement are required for contributory liability.  For the knowledge element, trademark law necessitates that the defendant know or should have known that it was transacting with a customer that was likely to infringe; mere awareness of the potential for infringement is insufficient.  In contrast, especially post-Grokster, knowledge may be imputed to a contributory copyright defendant if it receives indirect financial benefit from the infringement or fails to take affirmative precautions against third-party infringers.  Meanwhile, while direct control and monitoring of the means of infringement are required to prove a sufficient material contribution for contributory trademark infringement, the notion of control has become so attenuated in the copyright context that merely producing an opportunity to infringe or providing the means for infringement, even in the absence of meaningful control, is sufficient for liability.  The remainder of this article explores potential reasons for the schism between trademark and copyright law and suggests a more principled and consistent way to evaluate both types of indirect infringement claims.
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Although Part II demonstrates that the secondary liability doctrines for copyright and trademark have branched out in different directions, they come from the same root.  Judicial opinions identify the “doctrinal basis” of contributory copyright infringement as “‘the basic common law doctrine that one who knowingly participates in or furthers a tortious act is jointly and severally liable with the prime tortfeasor.’”
  This is the same “doctrinal basis” that is identified as the foundation of and guiding rationale for contributory liability in trademark law.
  Moreover, the vicarious liability doctrines in both copyright and trademark law are grounded in well-established tort law principles of respondeat superior. 
  Of course, as the previous section demonstrated, in practice, the law of secondary liability differs depending on whether infringement of a trademark or a copyright is at issue.  Below we analyze some of the potential reasons for this divergence.  As we argue, neither the separate lines of original legal authority for trademark and copyright, variances in the overall scope of protection of the two intellectual property types, nor a greater concern with chilling the behavior of indirect trademark participants can explain the difference.  Instead, the contrast in the two secondary liability regimes stems from a less rational and, ultimately, unsatisfactory source: a panic over the mass infringement of copyright on the Internet.

A.
Differences in the Trademark  and Copyright Property Bundles
1. Sources of Origin

One potential explanation for the difference between copyright and trademark secondary liability is the separate origin of the underlying rights.  Copyright and trademark protection are born from two distinct sources.  Copyrights (and patents) are a product of the Copyright Clause of the Constitution, which specifically authorizes Congress to enact laws “to promote the progress of science and useful arts, by securing for limited times, to authors and inventors, the exclusive right to their respective writings and discoveries.”
  By contrast, trademark protection is a strictly statutory creation.  There is no constitutional provision providing for trademark protection.  Instead, pursuant to its inherent power under the Commerce Clause, 
 Congress passed the Lanham Act, which serves as the sole provider of federal rights and remedies for trademark holders.

However, the constitutional origin of copyright law does not account for the doctrine’s broader secondary liability reach.  Both the Constitution and the Lanham Act are silent as to the liability of non-infringers.  The Lanham Act merely states that “[a]ny person” who uses a mark in a way that is likely to deceive consumers as to the association of that mark with its owner shall be liable.
  The statute makes no explicit mention of contributory infringement or vicarious infringement.
  Similarly, the Constitution is silent as to liability for indirect copyright infringers and the Copyright Act states only that “any person [who] shall infringe the copyright” will be held accountable.

Despite this silence as to third-party infringers, courts have freely imported secondary liability principles into both trademark and copyright law.  Whether or not common law doctrines are applicable in litigation under a federal statute depends on whether those principles advance the goals of the statute.
  Secondary liability principles, it is argued, should be imported into federal trademark law because the Lanham Act is derived “generally and purposefully from the common law tort of unfair competition.”
  In his concurrence to the Ives decision, Justice White remarked that “the purpose of the Lanham Act was to codify and unify the common law of unfair competition and trademark protection.”
  According to the Third Circuit, common law vicarious liability is consonant with the goals of the Lanham Act because the doctrine merely allocates liability for conduct already proscribed by the statute rather than expanding the scope of proscribed conduct in the first place.
  In fact, courts have freely imported secondary liability to trademark law since the inception of federal protection.

Similarly, courts have unreservedly read secondary tort liability principles into copyright law, despite the absence of any explicit authority in either the Constitution or in the Copyright Act.
  As with trademark, courts have justified this importation of third-party liability on the grounds that “copyright is analogous to a species of tort” and vicarious and contributory liability in tort are “well-established” precepts.
  In determining whether to extend liability to third parties, the Supreme Court has dictated that broader principles of desert and deterrence, and not the presence of explicit statutory authorization, should guide jurists:

The Copyright Act does not expressly render anyone liable for infringement committed by another. . . .The absence of such express language in the copyright statute does not preclude the imposition of liability for copyright infringement on certain parties who have not themselves engaged in infringing activity.  For vicarious liability is imposed in virtually all areas of the law, and the concept of contributory infringement is merely a species of the broader problem of identifying the circumstances in which it is just to hold one individual accountable for the actions of another.
 

Thus, it is the general acceptance of secondary liability in numerous legal realms that makes it appropriate for importation into trademark and copyright.  Since this justification applies equally to both types of intellectual property, the different legal origins of copyright and trademark do not adequately explain the dramatic variances in secondary liability principles.
2. Differences in Scopes of Protection

Another possible explanation for the divergence between trademark and copyright secondary liability stems from the difference in the underlying rights being protected.  On the few occasions when courts bother to rationalize the secondary liability divergence, they typically appeal to the distinction between rights granted to copyright holders and those held by trademark holders.  As the courts have frequently posited, the scope of the trademark privilege pales by comparison to the copyright monopoly and, therefore, warrants a more restrictive secondary liability regime.  As a federal district court recently explained
Because the property right protected by trademark law is narrower than that protected by copyright law, liability for contributory infringement of a trademark is narrower than liability for contributory infringement of a copyright.  Unlike trademark law, copyright law gives owners a generalized right to prohibit all copying, provided that the owner’s rights are valid and the material copied is original.  Trademark law, on the other hand, tolerates a broad range of non-infringing uses of words that are identical or similar to trademarks.

The courts’ logic, however, is fault.  Admittedly, trademark rights differ in scope from those granted by copyright.  Trademarks traditionally only provide their owners with the ability to prevent uses that are likely to confuse consumers.  Thus, until recently, any use of another’s trademark was allowable under federal law so long as it did not result in public misperception.  By contrast, copyright seemingly provides its owner with the wholesale ability to prevent any copying or improper appropriation whatsoever.

However, even a cursory examination of the two regimes demonstrates that, in many ways, trademark law is actually more expansive than copyright law.  Trademarks, unlike copyrights, have an infinite duration, lasting so long as they continue to be used and can distinguish a particular good or service.  Moreover, recent years have witnessed a significant expansion in the rights granted to trademark owners—a trend that makes the continuing limits on trademark secondary liability all the more puzzling.  Trademarking no longer confers solely the right to prevent uses of a mark that result in a likelihood of confusion at the point of sale.  As courts have grown increasingly concerned with protecting the goodwill and investment of mark holders, they have expanded trademark protection to cover confusion that occurs both before the point of sale (initial-interest confusion)
 and after.
  The Federal Trademark Anti-Dilution Act
 now provides potential remedies for both the blurring and tarnishment
 of a famous mark, regardless of the potential for consumer confusion.

Moreover, copyright has certain limitations not found in trademark.  Copyright plaintiffs must show illicit copying to prove infringement—in other words, independent creation is an absolute defense to a copyright infringement suit, and the burden lies on the plaintiff to prove that an allegedly infringing work was not independently created.  In trademark law, access/illicit copying is largely irrelevant to the issue of liability
—instead, its role is mostly reserved for determining the scope of damages.
  Meanwhile, copyright is the exclusive domain of the federal law—any vindication of rights equivalent to those guaranteed or denied under the Copyright Act is properly preempted.
  By contrast, trademark is not an exclusive domain of federal law, and states are permitted to apply their own independent trademark systems locally—systems that frequently expand upon the rights provided under the Lanham Act.
  Thus, while the scope of trademark rights differs in important respects from copyright, the latter does not appear to have a broader reach that would necessarily justify a more expansive secondary infringement regime.

B.
Concerns with Chilling Behavior of Indirect Participants


Since neither the scope nor origins of copyright and trademark law explain the divergence in their respective secondary liability regimes, one might search for an explanation resting on public policy grounds.  One possible basis for narrowing the definition of secondary trademark liability might be the potential danger inherent in cracking down on so-called indirect infringers.  A narrow definition of secondary trademark liability allows intermediaries who interact with direct infringers to continue doing business.  In holding the line on trademark secondary liability, the courts may be reflecting a concern for chilling legitimate behavior, particularly if expansion of the established common-law tests would leave intermediaries uncertain as to whether or not particular actions constitute infringement.
  A judge deciding cases in the modern technological landscape may decide that preserving the status quo makes sense given the beneficial output of third parties, particularly on the Internet, who facilitate information services and lower consumer search costs.  


But even if this were the case, it does not explain why it should be harder to find an intermediate catalyst of trademark infringement liable than a facilitator of copyright infringement.  Both the Lanham Act and copyright law already take into account the dangers of overzealous enforcement of contributory liability by providing safe harbors and limited remedies for defendants in industries where the law must be careful not to prevent legitimate activity.
  The case law offers no policy justification for treading more lightly on indirect trademark infringers than on indirect copyright infringers.  And while the manufacturers and distributors of branded products are surely important to the functioning of the American economy, so are the publishers, software developers, and technologists who face potential indirect liability when third parties use their services and products to disseminate copyrighted content.  
C.
Copyright Panic

All told, there does not appear to be a unifying and rational theoretical basis to explain the divergent courses of the secondary copyright and trademark liability regimes.  In fact, further examination suggests a somewhat less salutary and deliberate mechanism at work:  copyright panic.  In recent years, the ease of digital reproduction and distribution and the pervasion of broadband Internet access has enabled mass infringement of copyrighted works on an unprecedented scale and induced widespread copyright panic within the content-creation industries—a fear widely broadcast throughout the mainstream media.  The panic has led to the passage of such ill-conceived legislation as the Digital Millennium Copyright Act and calls for heightened legal protection for content creators.  
In part, this wave of copyright protectionism has appealed to the notion of romantic authorship.  Most prominently articulated by Peter Jaszi
 and James Boyle,
 this theory postulates that the notion of romantic authorship has tacitly served as a central driving force behind the expansion of the modern copyright regime.  Specifically, copyright laws gain legitimacy by appealing to their role in protecting the vision of authors as mythic, solitary geniuses whose individual efforts result in the creation of original works developed ex nihilo.  The sympathetic figure of the romantic author has enabled legislators and courts to rationalize strengthened copyright protectionism by elevating the mental labors of the author to “a privileged category of human enterprise.”
  

In contrast, trademark development has traditionally been viewed as a strictly economic enterprise, lacking in creativity or aesthetic value, and, therefore, undeserving of the special encouragement reserved for authors and artists.
  In an early American trademark case, the Supreme Court commented that, in counterpoint to patents and copyrights, a trademark does not “depend upon novelty, invention, discovery, or any work of the brain.”
  More recently, a court observed that “a man of ordinary intelligence could easily devise a score of valid trade-marks in a short period of time.”
  Moreover, trademark holders present a rather corporate visage unlikely to elicit public sympathy—after all, trademarks indicate the source or origin of products or services, items that typically enter the stream of commerce via corporate structures, not individual artists.  
By sharp contrast, copyrights typically have a much more identifiable face behind them.  Movies are automatically associated with individual authors, music with band members, and books with individual authors.  Even if directors, authors, or musicians assign their copyrights to their recording labels or motion picture distributors, they still benefit from the exploitation of the exclusive rights guaranteed by section 106 of the Copyright Act.  As a result, in testimony before Congress and in advertisements pleading with consumers not to engage in piracy, the face of copyright—the artist, the lone genius (!?)—appears time and time again—in the form of Mark Twain and Charles Dickens in the past, and in the form of Don Henley, Sheryl Crow, and even (one shudders to think) Ben Affleck in recent years.  Mass awareness over the digital revolution and its threat to copyright holders, made all the more sympathetic by the appeal to romantic authorship, has undoubtedly contributed to the expansion of the secondary liability regime in copyright law.

1.  
Early Judicial Responses to the Digital Era:  
Copyright vs. Trademark
Consider the sharp contrast in judicial responses to the advent of secondary liability issues on the Internet in the trademark versus copyright contexts.  The first significant Internet challenge to the secondary liability regime in trademark law stemmed from the issue of cybersquatting.  Individuals rushed to purchase domain names containing the trademarks of large multinational corporations, hoping to sell the name back to the corporations at enormous premiums.  When asking prices became too large, corporations turned to litigation, suing the parties for trademark infringement.  However, when the judgment-proof status of many of the cybersquatters became clear, companies turned their attention to the domain name registrars.  These attempts resulted in failure as the courts squarely rejected theories to hold domain name registrars liable for secondary trademark infringement.  In the seminal case on domain-name liability, Lockheed Martin Corporation v. Network Solutions, Inc. 
 the Ninth Circuit affirmed a lower court’s grant of summary judgment for Network Solutions (“NSI”).  As both courts held, NSI could not be held contributorily liable for trademark infringement in allowing a cybersquatter to obtain multiple top-level domain names containing derivations of Lockheed’s trademark “SKUNK WORKS.”  NSI’s registration system was, however, far from completely automated.  In fact, NSI admitted to intervening in ten percent of domain-name applications, correcting either clerical errors or rejecting applications that contained certain pre-designated “prohibited” character strings, including words such as Olympic, Red Cross, NASA or certain obscenities.
  Nevertheless, even though NSI supplied the means of infringement and could police the registration of domain names rather than leave it to rote mechanisms, the court found no liability, arguing that NSI lacked sufficient control and monitoring over the means of infringement.
  

When the analogous issue of online copyright infringement hit the courts, however, the response was quite different.  Faced with the prospect of mass infringement on the precursor to websites—bulletin board services—and judgment-proof direct defendants, copyright holders went after secondary defendants with significantly greater success than trademark owners.  In the influential Religious Technology Center v. Netcom decision, a federal district court found that a bulletin board service that automatically distributed all postings by users (with less oversight than NSI in its domain-name registering capacity) could face contributory liability for the infringing actions of a posting user.
  Earlier, in Playboy v. Frena, a federal district court had taken an expansive view of direct copyright liability to find the operator of a bulletin board service liable for the distribution of unauthorized Playboy photos, even though he had merely housed the photos on his servers and users of his service had then copied them.
  
Thus, while courts immunized automated third parties who provide the means for trademark infringement from secondary liability, they allowed secondary (and even direct) liability against similarly situated third parties in the copyright context.  In fact, the failure of the federal courts to develop adequate remedies to victims of cybersquatting led to the passage of ICANN’s Uniform Domain Name Resolution Policy and congressional amendment of the Lanham Act with the Anti-Cybersquatting Consumer Protection Act to create an explicit federal civil action for cybersquatting.
  By sharp contrast, the severity of the courts’ responses to digital copyright infringement issues and the courts’ willingness to expand the reach of contributory and vicarious liability in copyright law has led to congressional involvement to limit secondary liability.  Witness the passage of the safe harbor provisions of the Digital Millennium Copyright Act, which were promulgated to overrule Frena and Netcom and to shield Internet Service Providers from liability for the activities of their users.
  In short, the courts have responded to digital copyright issues in an exaggerated and reactionary way, particularly when compared to their reaction to digital trademark issues.

2.  
Copyright Panic and Peer-to-peer File Sharing
The judicial response to the peer-to-peer file sharing revolution, as epitomized by Napster decision and the Supreme Court’s unanimous ruling in Grokster, provides a vivid illustration of the dynamic of copyright panic and its attendant consequences on the reshaping of secondary liability doctrine.  The legal and technological background to the case helps illuminate the court’s jurisprudence.  The late 1990s saw unprecedented levels of copyright infringement spawned by a surge in Internet use, the development of file compressing technology such as the mp3 music format, and the creation and dissemination of peer-to-peer file sharing technology.  Beset by declining album sales, the music industry saw the peer-to-peer revolution as a direct threat to its continued survival and quickly sued the developers of peer-to-peer networks.  The industry won its high profile battle against the leading first-generation file sharing system—Napster—when a federal district court issued, and the Ninth Circuit affirmed, a preliminary injunction that effectively terminated Napster’s operations. 
Despite this victory, the industry’s success was ephemeral; users quickly turned to new and more sophisticated P2P technology.  Such second-generation systems as gnutella, Grokster, and KaZaa dramatically expanded the gamut of infringing activity.  Rather than merely enabling the exchange of audio mp3s (as Napster did), these systems also allowed users to swap commercial software, movies, graphics, and text files.  The networks also adopted superior file organization and retrieval techniques, thereby enabling users to access copyrighted materials with greater agility.  
Most significantly, besides facilitating greater potential infringement, legal enforcement against the second-generation networks had grown more arduous.  The Ninth Circuit had affirmed the decision for a preliminary injunction against Napster on the grounds that, “the record supports the district court's finding that Napster has actual knowledge that specific infringing material is available using its system, that it could block access to the system by suppliers of the infringing material, and that it failed to remove the material.”
  Central to the court’s holding was the observation that “Napster has both the ability to use its search function to identify infringing musical recordings and the right to bar participation of users who engage in the transmission of infringing files.”
  But unlike Napster, the second-generation networks utilized a decentralized architecture.  
Without delving too deeply into the technological niceties at issue, Napster housed a centralized index of available files on servers that it owned and operated.  As a result, it possessed the ability to filter the types of files traded on its network.  By contrast, on second-generation networks, indexes were not maintained on servers owned and operated by the P2P technology provider.  Thus, second-generation systems attempted to shield themselves from liability by precluding their own ability to control or monitor infringing activities on their networks—facts central to the holding in Napster.
  

3.  
“The Unlawful Objective Was Unmistakable”:  Grokster and the Fundamental Transformation in the Secondary Copyright Regime
Confronted with the new peer-to-peer technology and reports of infringement on an unprecedented scale, the Grokster Court reworked secondary liability doctrine to find liability.  Starting from the premise that something terrible—mass copyright infringement—was occurring, the Supreme Court fashioned relief for the plaintiffs against the developers of peer-to-peer networks.  The language of the Grokster opinion implicitly acknowledges this point: “The argument for imposing indirect liability in this case is, however, a powerful one, given the number of infringing downloads that occur every day using StreamCast's and Grokster's software. When a widely shared service or product is used to commit infringement, it may be impossible to enforce rights in the protected work effectively against all direct infringers, the only practical alternative being to go against the distributor of the copying device for secondary liability on a theory of contributory or vicarious infringement.”
  The decision therefore viewed mass infringement as a robust basis for inflicting secondary liability on peer-to-peer technology developers.  A careful analysis reveals the spurious nature of this logic.

First, the simple existence of mass infringement says little about whether secondary liability should obtain.  The continued vitality of the Sony safe harbor, reaffirmed by Grokster, makes this point plain.  Sony shields developers of technology from contributory liability if the technology is capable of substantial noninfringing uses and there is no evidence of active inducement by the developer.  Nothing in the Sony decision suggests that the defense erodes in the face of mass infringement.  After all, the VCR itself was capable of promoting mass infringement by facilitating the long-term “library-ing” of movies and other copyrighted telecasts and by enabling video-to-video duplication of copyrighted works.  

Secondly, the Court’s observation about the impracticality of pursuing direct infringers is similarly unavailing.  The impracticality of suing and recovering from direct infringers might concern copyright plaintiffs, especially the recording and movie industries.  But it is not a proper basis for the Court to alter the landscape of secondary liability law with no compunction.  Simply put, the difficulty of going after direct infringers has never before served as a basis for the imposition of secondary liability.  Such reasoning undermines the stability of legal guidelines, rendering them illegible to technologists shaping the digital revolution, and erodes the principled bases for secondary liability, transforming copyright’s vicarious and contributory liability regimes into amorphous traps to catch perceived bad actors.
Indeed, this dangerous vision of secondary liability becomes clear in light of the Grokster decision’s most memorable line and resounding refrain:  “The unlawful objective was unmistakable.”
  The Court predicated its expansion of secondary liability law on this mantra.  Fatally, however, the Court’s mantra presupposes the very question the Court was supposed to answer.  Given that the case went through several rounds of reversal and spurred a virtually unprecedented wave of amici briefs on all sides, it is safe to say that the unlawfulness of Grokster’s actions was anything but certain.  That is why the case ended up before the Supreme Court.  But in a striking move, the Court molded a novel theory of secondary liability in order to provide a remedy to provide legal redress to a perceived injustice.  
The Court’s reverse engineering is particularly salient in light of its reluctance in recent years to fashion or even bless new forms of relief for a litany of plaintiffs suffering injustices ever bit as significant as the threat to copyright holders.
  In fact, in the copyright and technology arena, the Supreme Court has consistently hesitated to carve out new theories of liability.  In several cases—White-Smith Music Publishing Co. v. Apollo Co.,
 Fortnightly Corp. v. United Artists,
 and Teleprompter Corp.v. Columbia Broadcasting Systems
—“the [C]ourt confronted the same problem it had in Grokster and Sony—a new technological industry (the record and piano player, and various kinds of cable television) facing off against an incumbent industry.  The Court in those cases said, in essence, we don’t have a clue, found no copyright liability, and left things for Congress to fix.  The Court in those cases made it clear that the Copyright Act, as written, had no answers to the problem presented, and that the Court did not trust itself to fashion one.”
  Yet the Grokster Court did not hesitate in unanimously providing a new theory of liability to the plaintiffs, thereby appearing to provide a rather salient example of the impact that the popular zeitgeist—in the form of copyright panic—can have on an area of jurisprudence.  

The secondary liability regime’s own malleability makes it particularly susceptible to the judiciary’s panic-stricken response to the propagation of digital technology.  Specifically, the doctrines of both copyright and trademark indirect liability are especially prone to mutation because of the dearth of statutory strictures delimiting them.  Unlike patent law, which formulates its secondary liability regime explicitly in the Patent Act,
 there is no explicit provision for secondary liability in either the Copyright Act or the Lanham Act.  In fact, there is almost no legislative acknowledgment of the availability of such causes of action,
 save a backdoor reference in the Digital Millennium Copyright Act
 and an oblique reference to “authorizing” infringement in a House Report for the 1976 Copyright Act.

As a result, common law has served as the sole vehicle for change in the secondary liability regime, enabling it in a rapid and fact-responsive fashion. As Jay Dratler has observed, “Common-law decision making is inevitably ad hoc.  It relies on general principles of justice and common sense.  Its tools are analogy and distinction based on facts.  By using these tools, courts mimic—on a much smaller scale and for a much smaller subset of factual contingencies—the comprehensive factual inquiries that legislatures are supposed to undertake before prescribing more comprehensive and general rules in statutes.”
  One significant risk, therefore, is that cases featuring tough facts can readily result in flawed, and even dangerous, legal precedent.  Certainly, one is left to wonder what happened to the Sony Court’s admonition—handed down from White-Smith to Fortnightly and Teleprompter—in declining to outlaw the Betamax:  “Sound policy, as well as history, supports our consistent deference to Congress when technological innovations alter the market for copyrighted materials.”
 
4.  
The Dangers of Panic
Although Grokster is different from most copyright cases in that it involved a new technology, any court analyzing a contributory infringement claim has to take stock of the priority it places on certain types of evidence.  The Sony safe harbor still holds that there is an extra evidentiary hurdle for a plaintiff challenging use of a new technology:  a plaintiff must provide additional evidence of an intent to infringe when the technology at issue is capable of both infringing and noninfringing uses.  However, with the guidance provided by Grokster, it is clear that evidence of financial motivation—broadly construed—or a failure to develop preventative measures, while not quite enough by itself to refute a Sony affirmative defense,
 becomes a powerful weapon for any plaintiff trying to satisfy the knowledge requirement.  Indeed, the Grokster decision’s sloppiness threatens to wreak all sorts of havoc on technology developers in emerging fields.  In enunciating the inducement theory of copyright liability, the Court pointed to three factual considerations that evidenced the Grokster defendants’ clear intent to promote their products for infringing uses.  These factors form the basis for application of the inducement doctrine in future infringement suits, but each suffers from analytical uncertainties and could create liability for unwitting parties.
   For example, Grokster’s unabashed vision of itself as a Napster-substitute provided the most salient evidence of inducement to the Court.  Specifically, the Court focused on how Grokster had specifically tried to capture former Napster users in its advertisements and solicitations, therefore corroborating its illicit motives.
  Remarkably, however, as Tim Wu points out, these advertisements were never actually released.
  Counsel, it turned out, had wisely advised the companies against taking them public.  Yet that did not prevent the Supreme Court from using the mere existence of an internal debate over such advertisements as a factor against the defendants.  The determinative weight of this evidence in finding liability in Grokster creates a hazardous precedent for any future developers of cutting-edge technology with both infringing and non-infringing applications.  

The expansive language of Grokster also implicates a wide range of previously unscrutinized activities that may now serve as predicates for the imposition of contributory liability.  For example, Grokster calls into question the continued viability of a number of recent advertising campaigns including, as Rebecca Tushnet has pointed out, Apple Computer’s “Rip. Burn. Mix.” shibboleth.
  Additionally, a company might market a product that it believes facilitates fair use of copyrighted works by its consumers.  But if that use is ultimately deemed unfair, it is unclear whether that company’s statements amount to inducement or whether a good faith belief in a product’s fair use capacity shields that product’s creator from contributory liability.  Given the notoriously imprecise boundaries of copyright’s fair use doctrine and the rapid pace of technological change,
 these unresolved issues remain critical to technology developers.

However, the most significant long-term impact of Grokster may not simply be the inducement theory of infringement it announced.  Rather, it is the strong willingness it signaled to expand the secondary liability regime to meet the perceived needs of immediate justice in the copyright arena.  As Tim Wu argues, Grokster provides us with the “the first test in copyright history that asks a court to look at a defendant’s business model and decide whether its motives are crooked.”
  The implication of the Court’s transformation of secondary liability in Grokster is therefore dramatic.  And, as new technologies emerge, one can reasonably expect further distortions of the secondary liability regime in copyright law.  In fact, Grokster does little to dissuade future courts from creating altogether new forms of secondary liability.  As Jay Dratler notes, future jurists might “suspect that infinitely fertile human imagination and the advance of technology may create other situations in which it would be just and proper to impose a secondary liability.”
  
As described in Part II, spurred by widespread panic over emergent digital technologies, secondary copyright liability has witnessed tremendous expansion in recent years.  Since no similar trademark panic has afflicted the popular imagination, we have consequently seen only small alterations in the secondary liability regime for trademark law in recent years.  Piracy, especially in the wake of the digital revolution, is most frequently construed as a threat to copyright, not trademark, holders.  Ironically, however, the Internet, globalization and new technologies enable as much mass trademark infringement as copyright infringement.  Aided by technologies that allow easy replication, counterfeiting continues to grow throughout the world.
  The Internet has spurred a host of complex trademark infringement issues, including the use of trademarks in metatags, search engines and advertising services.  All told, the U.S. Chamber of Commerce estimates that counterfeiting or piracy costs the U.S. economy between $200 to 250 billion each year.
  Indeed, the problem has grown so serious that lawyers filing counterfeit and trademark infringement lawsuits are increasingly working with federal prosecutors, customs officials and local law enforcement to combat the problem.
  In signing the Stop Counterfeiting in Manufactured Goods Act
 just this year, President Bush described a litany evils spawned by trademark infringement including billions of dollars in domestic economic losses, health and safety risks from exposure to untested products, and the use of counterfeit sales to fund terrorist operations.
  Despite the evidence of a pressing problem, the copyright quandary has simply captured our collective attention (and the attention of the courts) much more readily than the threat to trademark holders.

IV.
Towards A Better Secondary Liability Regime

This Article exposes an irrational gap that continues to grow in intellectual property jurisprudence.  Despite ostensibly common origins and similar policy justifications, the vicarious and contributory liability regimes in trademark vary markedly from those in copyright law.  For vicarious liability, trademark law has generally mandated a principal-agent relationship and direct financial benefit to the defendant from the infringement.  Despite its shared rhetoric, copyright law has increasingly come to require neither characteristic.  Courts have found third-party copyright defendants vicariously liable in the absence of a principal-agent relationship and they have vastly expanded the notion of financial benefit to include hypothetical sources of revenue—such as the monetization of Internet traffic—that infringement might provide a defendant. For contributory liability, trademark law requires direct control and monitoring of the means of infringement.  Meanwhile, courts have loosely defined the control element in contributory copyright law by imposing liability based on the mere ability to regulate infringing conduct or provision of the facilities for infringing conduct.  And while trademark law hews to traditional common law principles to infer knowledge of infringement, courts may impute knowledge to a copyright defendant based on a wide array of evidence irrelevant to the contributory trademark calculus.

Besides the shared common law origins of both secondary liability regimes, the differences between secondary trademark and copyright law are particularly enigmatic because of the Supreme Court’s hollow acknowledgement—without explanation—that the schism can and should exist.  Simply put, the jurisprudence provides no explanation for divergent evolution of the two doctrines.  

This unexplained gulf is troubling in several ways.  First, we have suggested that no rational explanation exists in the case law for the copyright-trademark infringement dichotomy.  As epitomized by the Grokster decision, the courts have stretched secondary copyright liability, almost beyond recognition, based on a panic over technological change and its impact on digital piracy.   

Second, the unexplained nature of the dichotomy leaves the law in an ambiguous state, and this uncertainty threatens to stifle a wide range of businesses.  The absence of legible justification for the differences in the two secondary liability regimes leaves those who would conduct economic activity that indirectly touches on trademark and copyright with few markers to guide their activity.  Indirect trademark participants cannot entirely rely on trademark law’s narrow interpretation of secondary liability, especially in light of the vast unprincipled expansion of secondary liability doctrine in copyright law.  Owners of sites and technology implicating use of copyrighted works may feel the need to restrict access or limit functionality given the wide range of unanswered questions after the Sony and Grokster decisions.  Absent rational and clear legal guidelines, technologists shaping the digital revolution suffer.

Finally, the gap between the two secondary liability regimes is problematic because it creates improper incentives.  The copyright stakeholders have vigorously prosecuted their claims, using massive high-profile litigations to push the boundaries of secondary liability law.  Meanwhile, secondary trademark law has remained largely static, even though the same technology that has alarmed copyright holders and the courts is being used to infringe trademarks on a widespread basis.  The courts have rewarded copyright holders for their aggressive litigation, justifying their expansion of secondary liability on the impracticality of seeking redress from direct infringers rather than on bedrock legal principles.  The result is not merely a precarious and unprincipled definition of secondary copyright liability but also a dangerous precedent for future intellectual property suits.  Cases such as Grokster can only encourage trademark stakeholders to take the same aggressive approach, flooding the courts with litigation and threatening to expand trademark doctrine beyond its current ambit without careful consideration and rationalization.
This Article has laid the groundwork for further study on the imbalance between the trademark and copyright secondary liability.  In particular, the problematic divergent evolution of the two doctrines suggests a need to reevaluate secondary liability from a more deliberate, policy-oriented perspective.  Specifically, jurists and legislators must consider how far modern copyright secondary liability principles have deviated from their common-law origins and whether this divergence makes sense.  Similarly, we must ask ourselves whether it makes sense to bring secondary trademark liability doctrine into line with its analog in copyright law, or if other reforms are needed to address trademark concerns in the digital age.  Secondary liability principles in other areas of the law provide another potential avenue for exploration.  A comparative analysis could provide important lessons for intellectual property law.
Finally, the divergence between secondary trademark and copyright principles reflects a key tension found throughout intellectual property law.    Secondary liability principles reflect two different, and sometimes inconsistent, goals.  First, secondary liability serves a fundamentally economic purpose by shifting risks from direct to indirect infringers.  Second, secondary liability law serves a moral end by placing fault on a party deserving of punishment even though that party did not commit the underlying infringing act.  The relative significance of these two goals can help determine the boundaries of secondary liability rules.  For example, if moral desert dominates the rationale for liability imposition, courts should limit the ability to impute knowledge to a defendant in order to only punish truly bad actors for indirect infringement.  On the other hand, if economic risk-shifting concerns animate secondary doctrine, courts may not choose to be so circumspect in their definitions of intent.  Further analysis of the philosophical justifications for indirect liability would enable more rigorous evaluation of today’s secondary liability rules and could help formulate a reasonable blueprint for future reform.
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