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E
arlier this year, the United States Supreme Court hand-
ed down its decision in MGM Studios Inc. v. Grokster, 
Ltd.,1 a case addressing the scope of secondary liability 
for copyright infringement in the context of peer-to-

peer file sharing software. Particularly due to the increasing 
prevalence of digital technologies, and their impact on the 
copying, use, and transmission of copyrighted works, the 
decision was eagerly anticipated not only by copyright hold-
ers, but also by creators and distributors of new products 
that potentially could be used by consumers for infringing 
purposes. The parties and a multitude of amici curiae asked 
the Court to decide and clarify many important issues, 

including the application, in the digital era, of the Court’s 
1984 decision in Sony Corp. of America v. Universal City 
Studios, Inc.,2 which held Sony was not secondarily liable 
for the infringing uses consumers made of its Betamax 
videocassette recorder. In Grokster, the Court clarified, 
to some degree, its approach to balancing the competing 
values served by copyright law, but it left a number of dif-
ficult issues unresolved, including the precise contours of 
the Sony “safe harbor” for distributors of products capable 
of substantial noninfringing uses. 

The Court adopted an inducement rule for copyright, 
“hold[ing] that one who distributes a device with the object 
of promoting its use to infringe copyright, as shown by 
clear expression or other affirmative steps taken to foster 
infringement, is liable for the resulting acts of infringe-
ment by third parties.”3 The decision makes clear that one 
could not be liable for distributing a product capable of 
substantial noninfringing uses even with knowledge that 
it will be used for infringing purposes.4 It is also clear that 
for such products, the mere failure to take steps to prevent 
infringement, without more, is not sufficient for a finding 
of liability.5 Yet in a short, significant paragraph of its deci-
sion, the Court injected the issue of product design into the 
inducement analysis, citing the fact that neither defendant 
attempted to develop filtering tools or other mechanisms to 
diminish infringement by users of their software as evidence 
that “[gave] added significance” to and “underscore[d]” 
other evidence of unlawful intent to induce infringement.6 

After raising the specter of inducement liability sup-
ported by evidence of a product-design omission, such as not 
building in infringement-preventing mechanisms, the Court 
gave little guidance on several resulting issues, including 
what circumstances must exist before a defendant’s product-
design omissions become relevant, or what the appropriate 
substantive standard is for evaluating whether alternative 
designs should be considered as evidence of intent. Lower 
courts will, at a minimum, have to develop workable prin-
ciples and establish a framework for judging relevance and 
admissibility. And there likely will be related questions about 
the significance of defendants’ steps to prevent infringement, 
and plaintiff copyright holders’ failure to take their own 
infringement-preventing steps, among other matters. 

Because of the uncertainty about the relationship 
between product design, infringement-prevention, and 
secondary liability, Grokster also has implications for com-
panies who are not involved in litigation but instead are 
attempting to design, test, and commercialize new prod-
ucts against the backdrop of their potential liability later 
in the products’ life cycles. Although Grokster’s citation of 
evidence of “failure to develop infringement-preventing 
mechanisms” is only one aspect of the Court’s inducement 
ruling, the gaps and ambiguities resulting from this unde-
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veloped notion could place a burden on innovation to the 
extent they cause emerging companies, already saddled 
with financial and technical risk, to make undesirable 
changes to their products before they reach the market, or 
to abandon commercialization altogether.

FACTUAL BACKGROUND AND 
LOWER COURT PROCEEDINGS

Grokster, Ltd. and StreamCast Networks, Inc. dis-
tributed free software products that enabled users to share 
electronic files through decentralized, peer-to-peer (often 
called “P2P”) networks. The software allowed a user’s 
computer to query other users’ computers for a file, which 
then could be transferred directly to the requesting com-
puter without the need for a central server to mediate the 
exchange.7 These P2P networks operated in a less central-
ized way than the free file-sharing network that had been 
facilitated by Napster, Inc.8

MGM Studios Inc. and other copyright owners from 
the movie and music industries (collectively “MGM”) 
sued Grokster and StreamCast for contributory and vicari-
ous copyright infringement, arguing that the defendants 
were secondarily liable for their users’ direct infringement. 
MGM claimed that the defendants intentionally distrib-
uted software to enable users to reproduce and distribute 
copyrighted works, such as movies and songs, in violation of 
the Copyright Act.9 Evidence in the record indicated that a 
substantial majority of files shared by users of Grokster and 
StreamCast software contained copyrighted information.10 

Relying on the Supreme Court’s decision in Sony Corp. 
of America v. Universal City Studios, Inc.,11 the Court of 
Appeals for the Ninth Circuit upheld summary judgment 
for Grokster and StreamCast. Sony involved a claim of sec-
ondary liability based on Sony’s distribution of its Betamax 
videocassette recorder (VCR). Copyright owners argued 
that Sony was contributorily liable for infringement by VCR 
consumers when they taped copyrighted television programs 
for impermissible uses. Following patent law’s “staple article 
of commerce” doctrine, the Supreme Court held that Sony 
was not liable, despite knowing that some consumers would 
use the VCR to infringe, because the product was capable 
of substantial noninfringing uses. The Ninth Circuit inter-
preted the Sony decision to mean that distributing a com-
mercial product capable of substantial noninfringing uses 
cannot give rise to liability for contributory infringement 
unless the product’s distributor has actual knowledge of spe-
cific instances of infringement and fails to take preventive 
action.12 The court of appeals reasoned that Grokster’s and 
StreamCast’s software was capable of substantial noninfring-
ing uses, and neither Grokster nor StreamCast were able to 
monitor individual file transfers due to the decentralized 

architecture of the software and the fact that most file 
transfers were encrypted. The Ninth Circuit also concluded 
that Grokster and StreamCast did not materially contribute 
to users’ infringement because the users themselves searched 
for, retrieved, and stored the infringing files.13

THE SUPREME COURT DECISION

The Supreme Court granted certiorari. Justice Souter, 
writing for a unanimous Court, noted at the outset that 
“the subject of this case” was the tension between two val-
ues served by copyright law: “supporting creative pursuits 
through copyright protection and promoting innovation in 
new communication technologies by limiting the incidence 
of liability for copyright infringement.”14 Attempting to 
strike an appropriate balance, the Court preserved the Sony 
safe harbor in certain circumstances and adopted a rule of 
liability based on active inducement of infringement. The 
Court vacated the Ninth Circuit’s judgment and remand-
ed for further proceedings, including reconsideration of 
MGM’s summary judgment motion and possibly a trial.15

SONY SAFE HARBOR AND LIABILITY FOR 
INDUCING INFRINGEMENT

The Supreme Court held that Grokster and 
StreamCast could be found liable under a common-law 
inducement theory of liability. The Court explained that 
one infringes copyright contributorily by intentionally 
inducing or encouraging direct infringement, and infring-
es vicariously by profiting from direct infringement while 
declining to exercise a right to stop or limit it. Although 
the Copyright Act16 does not address these secondary 
liability doctrines, they have emerged from common 
law principles. The Court declared the inducement rule, 
which is codified in patent law,17 to be “a sensible one for 
copyright.”18 Adopting the inducement rule in this case, 
the Court held “that one who distributes a device with 
the object of promoting its use to infringe copyright, as 
shown by clear expression or other affirmative steps taken 
to foster infringement, is liable for the resulting acts of 
infringement by third parties.”19 

The Court rejected the Ninth Circuit’s broad reading 
of Sony but preserved the Sony safe harbor in certain cir-
cumstances and declined to revisit Sony further as MGM 
requested. The Court explained:

We are, of course, mindful of the need to keep from 
trenching on regular commerce or discouraging 
the development of technologies with lawful and 
unlawful potential. Accordingly, just as Sony did not 
find intentional inducement despite the knowledge 
of the VCR manufacturer that its device could 
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be used to infringe, mere knowledge of infringing 
potential or of actual infringing uses would not be 
enough here to subject a distributor to liability. Nor 
would ordinary acts incident to product distribu-
tion, such as offering customers technical support 
or product updates, support liability in themselves. 
The inducement rule, instead, premises liability on 
purposeful, culpable expression and conduct . . . .20

Elaborating on the limits of the inducement doctrine, 
the Court stated that in cases where there is no affirmative 
evidence of culpable intent, the Sony rule limits imputing 
such intent as a matter of law from the characteristics or 
uses of a distributed product. The Sony rule was not, howev-
er, intended to displace other theories of secondary liability, 
including inducement of infringement.21 In Grokster, unlike 
Sony, there was substantial evidence that the defendants 
intended their products to be used for infringing purposes 
and took active steps to encourage infringement. Indeed, 
the Supreme Court found the summary judgment record 
to be replete with evidence that Grokster and StreamCast 
acted with the unlawful purpose of inducing third parties to 
commit copyright infringement.22

TREATMENT OF PRODUCT-DESIGN EVIDENCE

Among the evidence of unlawful intent the Court 
cataloged was the design of the companies’ software prod-
ucts. Generally speaking, this product-design evidence can 
be placed into two familiar, albeit blurry-edged, categories: 
acts and omissions. Indeed, the Court discussed “[t]hree 
features of this evidence of intent [that] are particularly 
notable,”23 two of which relate (at least in part) to affir-
mative acts of product design, and one of which involves 
the failure to develop certain mechanisms and incorporate 
them into the products’ design.

StreamCast initially distributed its Morpheus software 
through an OpenNap program compatible with Napster. 
Morpheus functions as Napster did except that it could be 
used to distribute more kinds of files, including copyrighted 
movies and software programs. Grokster, too, offered an 
OpenNap program, and its software functions compara-
bly to Napster’s. The Court pointed to this and related 
evidence as showing that Grokster and StreamCast were 
“aiming to satisfy a known source of demand for copy-
right infringement, the market comprising former Napster 
users.”24 Further, Grokster’s and StreamCast’s software 
programs were designed to direct advertisements to the 
screens of computers employing the software. The more the 
software was used, the more advertisements were streamed 
to users, thereby increasing advertising revenue. According 
to the Court, the exceedingly high volume of files that 
were shared via the Grokster and StreamCast networks was 

a function of the free access that the defendants’ software 
provided to copyrighted works. Although the Court consid-
ered the defendants’ adoption of this business model to be 
evidence of inducement, the Court cautioned that alone it 
“would not justify an inference of unlawful intent.”25

In a short but critically important paragraph of the 
opinion, the Court also cited a product-design omission 
as one of the “particularly notable” “features of this evi-
dence of intent”: the fact that Grokster and StreamCast 
had failed to develop technological mechanisms to reduce 
the improper use of their software for copyright-infring-
ing purposes. In injecting this aspect of product design 
into the inducement analysis, the Court used vague and 
imprecise language: “[T]his evidence of unlawful objec-
tive is given added significance by MGM’s showing that 
neither company attempted to develop filtering tools or 
other mechanisms to diminish the infringing activity 
using their software.”26 The Court concluded that “this 
evidence underscores Grokster’s and StreamCast’s inten-
tional facilitation of their users’ infringement.”27 Earlier in 
the decision, the Court noted “there is no evidence that 
either company made an effort to filter copyrighted mate-
rial from users’ downloads or otherwise impede the sharing 
of copyrighted files.”28 Additionally, the Court noted that 
Grokster “never blocked anyone from continuing to use 
its software to share copyrighted files,” and StreamCast 
rejected an offer and attempts to monitor infringement.29

Evidence of a product manufacturer’s failure to devel-
op infringement-preventing technologies in designing 
its product30 cannot alone support a finding of intent to 
induce infringement. The Court noted: “Of course, in 
the absence of other evidence of intent, a court would be 
unable to find contributory infringement liability merely 
based on a failure to take affirmative steps to prevent 
infringement, if the device otherwise was capable of sub-
stantial noninfringing uses. Such a holding would tread 
too close to the Sony safe harbor.”31 Evidence must “go[] 
beyond a product’s characteristics or the knowledge that 
it may be put to infringing uses, and show[] statements 
or actions directed to promoting infringement” before a 
defendant is unmoored from Sony’s safe harbor.32 

The Court’s treatment of product design incorporates 
elements from differing positions urged by the parties 
and certain amici, although the positions are difficult to 
reconcile. The petitioner movie studios and recording 
companies, citing the Seventh Circuit’s decision in In 
re Aimster Copyright Litigation,33 urged the Court to adopt 
a liability standard that expressly considered whether 
infringing uses of defendants’ products “can be readily 
blocked without significantly affecting lawful uses [of the 
product],” which, the petitioners argued, would not be 
inconsistent with Sony.34 The petitioner songwriters and 
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music publishers joined that argument, asserting that 
Grokster and StreamCast should be held liable because, 
among other things, they did not take steps to limit 
infringement “through readily available filtering technol-
ogy.”35 In Aimster, the Seventh Circuit had “agree[d] with 
the recording industry that the ability of a service provider 
to prevent its customers from infringing is a factor to be 
considered in determining whether the provider is a con-
tributory infringer.”36 The Aimster court pointed out that 
the Sony majority declined to consider alternative design 
choices, such as eliminating the VCR’s fast-forward capa-
bility, scrambling broadcasters’ signals so programs could 
not be recorded (as suggested by the dissent), or removing 
the recording capability altogether.37

In contrast to the copyright-holding petitioners, 
Grokster, StreamCast, and a number of amici argued that 
the approach espoused in Aimster’s dicta should be rejected. 
They argued that liability should not be based on an assess-
ment of the possible costs and benefits of hypothetical alter-
native design decisions, or on a determination of whether 
creators of innovative products could have predicted cus-
tomers’ future infringing uses and built in technology that 
would have eliminated or minimized them. Moreover, they 
argued, Sony precluded liability on that basis.38 

The Grokster decision contains elements of each of these 
positions, reasoning that evidence of failure to develop filter-
ing devices alone cannot be considered evidence of intent 
to induce infringement, but that such evidence may “under-
score[]” or “add[] significance” to “other evidence of intent,” 
namely “clear expression” of unlawful intent or “affirmative 
steps taken to foster infringement.” The Court issued this 
unanimous decision even though there were significant dif-
ferences of view among members of the Court regarding the 
Sony safe harbor, as reflected by the two concurring opinions 
filed in the case, one by Justice Ginsburg, joined by Chief 
Justice Rehnquist and Justice Kennedy, and one by Justice 
Breyer, joined by Justices Stevens and O’Connor. 

ISSUES ARISING FROM GROKSTER’S 
UNDEVELOPED CONCEPTION 
REGARDING PRODUCT 
DISTRIBUTORS’ FAILURE TO 
DEVELOP FILTERING TOOLS OR 
OTHER COPYRIGHT-INFRINGEMENT-
PREVENTING MECHANISMS

The Court’s failure-to-develop conception, as articu-
lated, presents a number of critical issues for lower courts 
and litigants in cases involving claims of secondary liability 
based on inducement theories. First, it is unclear precisely 
what threshold circumstances must exist for this failure-
to-develop evidence to become relevant to the question of 

inducement liability. Second, the Court failed to offer any 
guidance on an appropriate substantive standard for evalu-
ating whether a given design omission supports liability. 
Third, depending on precisely what evidence is proffered 
and what substantive standard is applied, lower courts 
may need to decide issues of evidentiary reliability and 
prejudice. Fourth, there is a question whether, following 
Grokster, a defendant may proffer evidence of steps it took 
to prevent infringement in defending against a charge of 
secondary liability. Fifth, there is a question as to the rel-
evance of a plaintiff copyright holder’s failure to employ 
filtering or other infringement-preventing mechanisms.39

CIRCUMSTANCES IN WHICH A DEFENDANT’S 
PRODUCT-DESIGN OMISSIONS BECOME 
RELEVANT TO THE QUESTION OF 
INDUCEMENT LIABILITY

In many cases alleging secondary liability against a 
product distributor on an inducement theory, an impor-
tant threshold question will be whether appropriate 
circumstances exist such that the distributor’s product-
design omissions can support an inducement finding. The 
Grokster decision provides little guidance for resolving this 
threshold question, and several critical gaps and ambigui-
ties remain.

The Court’s product-design formulation becomes 
problematic when one tries to understand it in light of 
the essential holding of the case, namely, that “one who 
distributes a device with the object of promoting its use to 
infringe copyright, as shown by clear expression or other 
affirmative steps taken to foster infringement, is liable 
for the resulting acts of infringement by third parties.”40 
The holding indicates that the element of intent, “the 
object of promoting [infringing use of the device],” could 
be “shown by clear expression or other affirmative steps 
taken to foster infringement.”41 Thus, this test encom-
passes both speech (such as advertising or statements) and 
conduct, as defined and qualified by the Court.42

The notion of “failure to develop” infringement-pre-
vention tools or mechanisms does not fit comfortably within 
this construct. By definition, failing to take steps to prevent 
infringement is not taking affirmative steps to foster infringe-
ment. Moreover, “failure to develop” does not fit naturally 
within the meaning of “clear expression.” The Court, in 
articulating its holding, did not refer to any category other 
than affirmative steps or clear expression. Thus, the “failure 
to develop” notion makes sense only if one takes an overly 
expansive view of “clear expression” such that “failure to 
develop,” if proven, could evidence a defendant’s “clear 
expression” of an intent to promote infringing use of the dis-
tributed device. Taking that view, however, also implies that 
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evidence of “failure to develop” is not relevant and should 
not be admissible except as part of an attempted showing of 
“clear expression.” In the absence of other evidence of “clear 
expression”—for example, a defendant’s advertising that its 
file-sharing software is “the new Napster”—a defendant’s 
failure to develop infringement-preventing tools or mecha-
nisms should be irrelevant.

One admittedly speculative explanation for this prob-
lem may be that the Court inadvertently omitted from its 
statement of the core holding the concept of a defendant’s 
failure to develop infringement-preventing mechanisms, 
linking that failure in some way to the unlawful objective. 
Yet if the Court did intend for “failure to develop” to be 
part of its holding, then presumably a plaintiff would need 
to carry a heavy evidentiary burden to support a finding of 
unlawful objective based on failure to develop, commen-
surate with the heavy burdens implied by the two catego-
ries of proof articulated by the Court: “clear expression” 
or “affirmative steps.” Thus, there would be a need for a 
limiting principle, an issue discussed below.

The Court’s holding appears to differ slightly but sig-
nificantly from the “active inducement” rule in patent law. 
Though difficult to tease out, there is a fine distinction 
made in a few patent cases between (a) an affirmative act 
directed toward encouraging or promoting infringement, 
and (b) the distinct element of intent to induce, which 
can be proven by a wide array of evidence—not only 
affirmative acts but also omissions. To establish liability 
for inducing patent infringement, a plaintiff must prove an 
affirmative act as well as intent.43 The Federal Circuit has 
held: “The requisite intent to induce infringement may be 
inferred from all of the circumstances.”44 Although most 
reported decisions, by the nature of the evidence, infer 
intent from affirmative acts, intent may also be inferred 
from omissions, including failure to adopt product designs 
that would have diminished infringing uses. For example, 
in Oak Industries, Inc. v. Zenith Electronics Corp.,45 the 
plaintiffs suggested a “simple” design change, addition 
of a VHF antenna by-pass switch, that they claimed 
would allow Zenith’s converter product to perform its 
noninfringing functions and not infringe the plaintiffs’ 
patent.46 Although the court held that “lack of a by-pass 
switch” could not result in Zenith’s liability for contribu-
tory infringement, the court reasoned that “the fact that 
converters with such a by-pass switch could practice all 
the patented methods, yet not allow infringement of 
[plaintiffs’] patent, could be a factor in determining liabil-
ity for actively inducing infringement.”47 In essence, to 
use the language of Grokster, Zenith had failed to develop 
an infringement-preventing mechanism for its device. In 
contrast to Oak Industries—which suggests that the ele-
ment of intent may be proven by evidence of a product-

design omission, distinct from evidence supporting the 
affirmative-act element—Grokster holds that unlawful 
intent is shown by “clear expression or other affirmative 
steps taken to foster infringement.”

Putting aside the language of the Court’s core holding, 
another key passage of the decision suggests that failure to 
develop infringement-preventing mechanisms for use in 
products will not support an inducement finding unless 
there also exists other evidence of either the defendant’s 
clear expression of intent to induce infringement or 
affirmative steps taken to foster infringement. The Court 
stated that “MGM’s showing that neither [defendant] 
company attempted to develop filtering tools or other 
mechanisms to diminish the infringing activity using their 
software” “[gave] added significance” to the “evidence of 
unlawful objective” that the Court had already discussed.48 
The Court further stated that this evidence of failure to 
develop such infringement-diminishing tools “underscores 
Grokster’s and StreamCast’s intentional facilitation of 
their users’ infringement.”49 The Court’s choice of the 
words “added significance” and “underscores” takes on even 
greater significance given the footnote that immediately 
follows. In footnote 12, the Court explained that “in the 
absence of other evidence of intent, a court would be unable 
to find contributory infringement liability merely based on 
a failure to take affirmative steps to prevent infringement, if the 
device otherwise was capable of substantial noninfringing 
uses” because “[s]uch a holding would tread too close to the 
Sony safe harbor.”50 It follows from this passage of the deci-
sion that evidence of omission of infringement-preventing 
mechanisms is alone insufficient to support an inducement 
finding, and should be deemed irrelevant unless the plain-
tiff first adduces “other evidence” of “clear expression” or 
“affirmative steps” that the omission evidence underscores 
or adds significance to.

This doctrinal formulation also leaves lower courts, 
litigants, and product distributors without critical guid-
ance on the quantum of “clear-expression” or “affirmative-
step” evidence that is sufficient to trigger the relevance 
of “failure-to-develop” evidence. The question arises 
whether a mere scintilla of such “other evidence” is suf-
ficient to make “failure-to-develop” evidence relevant 
to the question whether the defendant had an unlawful 
intent to induce infringement. There is no reason to 
think that such a light standard should apply but, because 
of Grokster’s silence on the matter, copyright holders may 
argue for it. The quantum must be something less than a 
preponderance of the evidence; if a plaintiff has proven 
unlawful intent by preponderant “other evidence,” there 
would be no need for admitting “failure-to-develop” evi-
dence, at least for liability purposes, even though such 
evidence may “add significance to” or “underscore” the 
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other evidence. Short of the preponderance measure of 
proof, we cannot be sure exactly where the line should be 
drawn based on the Court’s decision.

A related question is the nature of the “other evi-
dence” of clear expression of unlawful intent that should 
be considered in deciding whether “failure-to-develop” 
evidence may also be considered to decide liability. For 
example, courts will need to decide whether direct evi-
dence of clear expression is necessary, or whether circum-
stantial evidence is sufficient. The federal law of evidence 
is generally quite liberal in the admission of circumstantial 
evidence. Further, under the inducement rule codified in 
the patent statute, “[w]hile proof of intent is necessary, 
direct evidence is not required; rather, circumstantial evi-
dence may suffice.”51 If circumstantial evidence is sufficient 
as a general matter, courts should consider whether there is 
any limit to the type of circumstantial evidence that may 
be considered as to state of mind. The Grokster Court cited 
an array of evidence relevant to inducement52 but identical 
facts are unlikely to appear in every future case, given that 
the Court found evidence of “unequivocal indications of 
unlawful purpose” and characterized the record as “replete 
with other evidence that Grokster and StreamCast . . . 
acted with a purpose to cause copyright violations.”53 

NEED FOR A SUBSTANTIVE STANDARD FOR 
EVALUATING WHETHER A DEFENDANT’S 
PRODUCT-DESIGN OMISSIONS MAY SUPPORT 
INDUCEMENT LIABILITY

It is both striking and troubling that in Grokster the 
Court injected the issue of product design into second-
ary copyright infringement doctrine without defining or 
even hinting at the appropriate substantive standard for 
determining when failure to employ an alternative design 
is relevant evidence of intent to induce infringement. The 
lower courts will need to establish a standard to define the 
circumstances in which failure to develop filtering tools 
or other mechanisms to diminish infringing activity may 
be taken into account as evidence of unlawful intent.54 It 
cannot be sufficient to show that a filtering solution was 
theoretically possible but would have required exhaustive 
invention or would have been exceedingly technically 
difficult to execute, or that an alternative product design 
could have been implemented at any cost. It cannot be 
that technology companies must foresee and prevent all 
manner of infringing uses to which motivated consum-
ers might put their products once placed in the stream of 
commerce. But the Court has provided no guidance as to 
when product design evidences intent and no objective 
standard by which to make the determination. As articu-
lated by the Court, the failure-to-develop conception is 

not anchored in any precedent, analogy, or business prac-
tice. Nor is it expressly bounded by limitations of practical 
availability, objective workability, or reasonableness.55

As the lower courts develop this now-standardless 
doctrine, they may want to consider, by way of analogy or 
contrast, standards and limitations on liability and damages 
that have been developed in related or other areas of the 
law, particularly those in which competing interests must 
be balanced. This article briefly discusses three such areas: 
copyright law, trademark law, and products liability law.56

Principles in Other Areas of Copyright Law
Lower courts may want to consider principles of 

reasonableness and other limits on liability and damages 
that have been developed in other areas of copyright law. 
For example, courts might consider certain provisions of 
the Digital Millennium Copyright Act, which codifies, 
in the context of secondary liability, the concept that 
Internet Service Providers (ISPs) need only accommodate 
copyright owners’ copyright-protecting mechanisms when 
those mechanisms enjoy widespread industry acceptance 
and when doing so is reasonable from a cost and burden 
standpoint. Specifically, 17 U.S.C. § 512(i) conditions 
ISPs’ eligibility for safe harbors from contributory and 
vicarious liability on accommodation and noninterference 
with “standard technical measures” “used by copyright 
owners to identify or protect copyrighted works” that 
“have been developed pursuant to a broad consensus of 
copyright owners and service providers in an open, fair, 
voluntary, multi-industry standards process” and “do not 
impose substantial costs on service providers or substantial 
burdens on their systems or networks.” Thus, copyright 
law provides safe harbor for ISPs so long as they merely 
accommodate and do not interfere with standard techni-
cal measures, implemented not by the service providers 
but instead by copyright owners, that have already been 
developed through broad consensus and are not substan-
tially costly or burdensome. Though these provisions of the 
DMCA apply specifically to ISPs,57 it would nevertheless 
be unreasonable for copyright law simultaneously to allow 
creators of new products that are not ISPs to be held liable 
based in part on their own failure to develop infringement-
preventing technical measures, regardless of cost, burden, 
feasibility, industry acceptance, or the comparative nature 
and extent of copyright owners’ preventive efforts.

Principles in Trademark Law
The law governing contributory liability for trademark 

infringement includes limitations that might usefully be 
imported into the intent-to-induce doctrine of secondary 
copyright-infringement liability. Under the Restatement 
(Third) of Unfair Competition approach, a manufacturer 
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or distributor of a product is contributorily liable for trade-
mark infringement if (a) the actor intentionally induces 
the third person to engage in the infringing conduct, or 
(b) the actor fails to take reasonable precautions against 
the occurrence of the third person’s infringing conduct in 
circumstances in which the infringing conduct can be rea-
sonably anticipated.58 Intentional inducement may consist 
of an express statement or may be implicit in conduct.59 
When discussing liability for omissions rather than affirma-
tive conduct, the unfair-competition Restatement explains 
that “[a] failure to take reasonable precautions when there 
is a known risk of substantial infringement may indicate 
an intention to induce the infringing conduct.”60 In the 
absence of an intent to induce, “the duty to take reason-
able precautions . . . arises only when the manufacturer or 
distributor has reason to anticipate that some substantial 
number of infringing sales will otherwise occur.”61 “A man-
ufacturer or distributor who has [such] reasonable grounds 
to anticipate infringing sales of its product by others, 
however, is obligated to take only those precautions that 
are reasonable under the circumstances.”62 Thus, under the 
Unfair Competition Restatement, the liability standard for 
contributory trademark infringement, and specifically for 
inducement, requires an evaluation of reasonableness.

Principles in Products Liability Law
In addition to principles in other areas of copyright 

law and in trademark law, principles governing tort 
liability for the design and distribution of products may be 
instructive as a source of analogy or contrast. In that area 
of the law, courts have attempted to develop doctrines 
that balance competing interests in the service of over-
arching goals, while reflecting certain realities of products’ 
design and distribution and their use by consumers. This 
is not to suggest that products liability principles should 
somehow supplant the overall test for inducement liability 
announced in Grokster. Rather, the principles might be 
used by lower courts to help develop appropriate limita-
tions on the relevance of product-design omissions to the 
issue of intent to induce copyright infringement.

To be sure, there are critical differences between the 
overarching goals of copyright law and products liability 
law, and between the relationships of the parties involved 
in lawsuits in each area. “The primary objective of copy-
right is . . . ‘[t]o promote the Progress of Science and useful 
Arts.’”63 Progress is maximized by achieving the proper 
balance between providing copyright protection and 
limiting liability for copyright infringement.64 Products 
liability law, on the other hand, is concerned with safety—
harm to persons or property, as opposed to “pure economic 
loss.”65 Generally speaking, in the areas of product design 
and the warnings and instructions given to consumers, 

products liability law aims to strike a desirable balance 
between risk (to human life and safety and to property) 
and utility.66 Liability for inducing copyright infringement 
hinges on specific intent,67 whereas for defective products 
the trend is toward “strict liability” for manufacturing 
defects and a reasonableness test for design defects and 
warning defects.68 Despite these differences, design-defect 
principles may be useful in developing an appropriately 
reasoned and balanced approach for the circumstances in 
which decisions about product design may or may not be 
factored into secondary copyright infringement analysis.69

The test for design-defect liability, as articulated 
in the Restatement (Third) of Torts: Products Liability, 
represents a reasoned and balanced approach that reflects 
certain realities of product design, distribution, and use. 
The test states:

A product . . . is defective in design when the fore-
seeable risks of harm posed by the product could 
have been reduced or avoided by the adoption of a 
reasonable alternative design by the seller or other 
distributor, or a predecessor in the commercial chain 
of distribution, and the omission of the alternative 
design renders the product not reasonably safe.70

A broad range of factors is relevant to determining whether 
an alternative product design is reasonable and whether its 
omission renders the product not reasonably safe. 

The factors include, among others, the magnitude 
and probability of the foreseeable risks of harm, the 
instructions and warnings accompanying the prod-
uct, and the nature and strength of consumer expec-
tations regarding the product, including expectations 
arising from product portrayal and marketing. The 
relative advantages and disadvantages of the prod-
uct as designed and as it alternatively could have 
been designed may also be considered. Thus, the 
likely effects of the alternative design on production 
costs; the effects of the alternative design on prod-
uct longevity, maintenance, repair, and esthetics; 
and the range of consumer choice among products 
are factors that may be taken into account.71

Under this reasonable-alternative-design test, a prod-
uct distributor should not be held liable for harm to 
persons or property if, at the relevant time, there was no 
realistic possibility of an alternative design that was also 
reasonable. “[T]he balancing of risks and benefits in judg-
ing product design and marketing must be done in light of 
the knowledge of risks and risk-avoidance techniques rea-
sonably attainable at the time of distribution.”72 This test 
also recognizes that “[s]ociety does not benefit from prod-
ucts that are excessively safe . . . any more than it benefits 
from products that are too risky.”73 An alternative design 
“may deprive a product of important features which make 
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it desirable and attractive to many users and consumers.”74 
The design-defect test similarly recognizes that “some 
risks cannot be designed out of the product at reasonable 
cost.”75 “The monetary cost of the alternative design may 
exceed the safety benefits to be derived from it.”76 

It is not difficult to see why it would be socially unde-
sirable to have liability rules that result in, for example, a 
hunting knife designed to be as dull as a butter knife, or 
a car designed with a top speed of twenty miles per hour. 
Likewise, most would agree that it would not be socially 
desirable to have new digital products that block unau-
thorized use of copyrighted works but—because of, say, the 
relative imprecision of existing blocking technology avail-
able for inclusion in those products—can do so only at the 
expense of unpredictably preventing users from accessing 
information to which they are entitled. Neither would it 
be desirable to require development of filtering tools if 
that development were so costly that it would make the 
price of a valuable product skyrocket, or prevent it from 
coming to market altogether. 

Although the Seventh Circuit’s Aimster dicta appears 
to be inconsistent with Grokster insofar as Aimster is read 
to suggest that failure to affirmatively prevent infringing 
uses could alone (that is, without other evidence of unlaw-
ful intent) subject a file-sharing service to liability, it bears 
noting that even Aimster factors cost into its proposed 
liability equation. There the Seventh Circuit stated that 
“if the infringing uses are substantial then to avoid liabil-
ity as a contributory infringer the provider of the service 
must show that it would have been disproportionately 
costly for him to eliminate or at least reduce substantially 
the infringing uses.”77 Similarly, the court stated that the 
ability of a service provider to prevent customers’ infringe-
ment is not “a controlling factor” because if “the detection 
and prevention of the infringing uses would be highly 
burdensome, the rule for which the recording industry is 
contending could result in the shutting down of the ser-
vice or its annexation by the copyright owners (contrary 
to the clear import of the Sony decision).”78

Given the current state of “filtering” (or “blocking” 
or “digital rights management”) technology, it may not 
be “reasonable” for non-copyright-holding companies to 
incorporate it into the design of particular products.79 
As the technology improves and becomes better under-
stood—or as technical feasibility and cost structures 
change, or other relevant factors evolve—the “reason-
ableness” or “risk-utility” calculus may change. Limiting 
consideration of infringement-prevention mechanisms 
(the rough copyright analog to “risk-avoidance tech-
niques” in the Restatement) to those that are reasonable80 
serves the interest of fairness and furthers the goal of fos-
tering innovation.

Further, under the Restatement, “liability for defective 
design attaches only if the risks of harm related to foresee-
able product use could have been reduced by the adoption of 
a reasonable alternative design.”81 “The post-sale conduct of 
the user may be so unreasonable, unusual, and costly to avoid 
that a seller has no duty to design or warn against them.”82 
In the copyright context, if the use of a product to infringe 
copyrights was not foreseeable, it would be unsound to infer 
anything from the fact that the product’s design did not 
include technology designed to block the unforeseeable use.

The Restatement also recognizes the relationship 
between product design and instruction or warning. 
Although warnings are not a substitute for reasonably safe 
design, “when an alternative design to avoid risks cannot 
reasonably be implemented, adequate instructions and 
warnings will normally be sufficient to render the product 
reasonably safe.”83 

The failure-to-develop notion forwarded by the 
Grokster Court does not, on the face of the decision, 
appear to contain these sorts of limitations or to reflect the 
realities underlying them. But just as these limitations are 
important elements in achieving the goals of products lia-
bility law, analogous and appropriately tailored limitations 
on the use of product-design evidence may be important 
in achieving the goals of copyright law. It is ironic that the 
Court invoked, without qualification, such an undefined 
factor as evidencing culpable intent for a case involving 
commercial losses from secondary copyright infringement, 
whereas the common law has adopted a more defined test, 
anchored in precedents, for cases involving physical harm 
to persons and property. Courts struggling to develop limi-
tations on Grokster’s failure-to-develop conception might 
therefore find it helpful to consider design-defect prin-
ciples as a source of analogy or contrast. Allowing limitless 
consideration of a technologically innovative company’s 
failure to design infringement-diminishing mechanisms 
into its products threatens to undermine, rather than pro-
mote, the progress of science and the useful arts. 

RELEVANCE VERSUS ADMISSIBILITY OF 
PRODUCT-DESIGN EVIDENCE WHERE 
INDUCEMENT HAS BEEN ALLEGED

Despite the difficulties engendered by Grokster’s unde-
veloped failure-to-develop conception, conscientious trial 
and appellate courts presiding over subsequent inducement 
cases will have no choice but to make legal rulings that 
they believe to be consistent with the decision. Based on 
the analysis of Grokster above, a court trying to apply the 
decision might adopt the following framework for deter-
mining whether evidence of failure to develop infringe-
ment-preventing tools is relevant to whether a defendant 
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intended to induce copyright infringement. First, there 
must already be evidence of clear expression of intent to 
induce or affirmative steps taken to induce infringement. 
(Whether lower courts will limit this threshold require-
ment solely to evidence of clear expression will depend on 
their reading of Grokster’s holding and other key language, 
as discussed above.) Second, the proffered “failure-to-
develop” evidence must underscore or add to the existing 
clear-expression or affirmative-step evidence. Third, the 
proffered evidence must satisfy an appropriate substantive 
test (for example, that there was a “reasonable alternative 
design” for the product that would have diminished con-
sumers’ foreseeable infringing uses).

If the plaintiff ’s evidence is deemed relevant under 
such a framework, the court will also need to consider 
admissibility. Grokster has given copyright holders the 
opportunity to proffer a wide range of evidence regarding 
the defendant’s product design choices and possible alter-
natives. With that opportunity comes the risk of evidence 
whose “probative value is substantially outweighed by 
the danger of unfair prejudice, confusion of the issues, or 
misleading the jury, or by considerations of undue delay, 
waste of time, or needless presentation of cumulative evi-
dence,” and therefore should be excluded.84 Additionally, 
a plaintiff may elect or be required to introduce expert tes-
timony to establish facts regarding the defendant’s alleged 
unreasonable failure to develop infringement-preventing 
mechanisms and incorporate them into the design of its 
product.85 If so, the court will need to ensure that the 
standards for admissibility of such opinion testimony are 
met, including in some cases perhaps, the reliability of the 
expert’s principles and methods.86

SIGNIFICANCE OF DEFENDANT’S STEPS TO 
PREVENT INFRINGEMENT

Although the Court in Grokster pointed to the defen-
dants’ failure to take infringement-preventing steps as 
evidence of liability, a reasonable implied corollary is that 
a defendant’s affirmative steps to prevent infringement 
could be raised as a defensive matter. The first lower court 
decision to cite Grokster employed such reasoning in hold-
ing the defendant to be not secondarily liable for copy-
right infringement. In Monotype Imaging, Inc. v. Bitstream 
Inc.,87 the district court found that, unlike the defendants 
in Grokster, Bitstream “submitted evidence that it had 
taken steps to avoid the use of its [software] with pro-
tected fonts of other companies.”88 This product-design 
evidence, along with other evidence admitted during a 
full bench trial, supported the court’s conclusion that the 
defendant did not have the culpable intent necessary for 
liability on either a contributory theory or an inducement 

theory.89 The district court did not attempt to articulate 
what type of evidence of affirmative infringement-dimin-
ishing steps would be sufficient to defeat a claim of con-
tributory or inducement liability. The court merely stated 
that “Bitstream has made at least some efforts to reduce 
the risk of infringement,” and concluded that “[w]hile 
Plaintiffs dispute the effectiveness of these technologies 
and argue that Bitstream could do more, this argument 
does not weigh heavily in favor of finding contributory 
infringement and certainly does not outweigh the first 
two factors [of the Seventh Circuit’s three Aimster factors 
for determining culpable intent] that decisively weigh in 
favor of Bitstream.”90 Despite the no-liability result in 
this particular case, the nebulous role of product design is 
troubling because it does not give technology companies 
clear guidance on what they need to do to avoid liability 
as they research and develop new products and bring them 
to market.

SIGNIFICANCE OF PLAINTIFF’S FAILURE TO 
TAKE INFRINGEMENT-PREVENTING STEPS

Among the questions raised by Grokster’s notion that 
the defendant’s failure to incorporate filtering or related 
technologies may be relevant to the inducement-of-
infringement analysis is the relevance, if any, of a plaintiff 
copyright holder’s failure to employ such technologies. 
Currently neither the common law nor the Copyright 
Act requires copyright owners to incorporate features into 
their copyright works that would prevent infringement 
by end users. Products liability law provides that the two 
most relevant actors, product manufacturers and users, 
have a shared responsibility for preventing injury, and that 
the fault of the plaintiff is relevant in assessing liability for 
product-caused harm.91 These principles do not transfer 
particularly well to the realm of copyright, where the law 
must allocate the burdens of preventing infringement 
between a somewhat different set of actors: copyright 
holders, manufacturers of products that are capable of 
playing or reproducing copyrighted works, and end users. 

It is not clear why, as a matter of fairness or efficiency, 
product developers should be burdened with develop-
ing or implementing infringement-preventing technology 
though copyright holders are not. In some circumstances, 
especially in the world of digital content, it may be less 
expensive or more technologically feasible for the copy-
right holder to incorporate technological solutions to 
prevent or reduce infringement than for the defendant 
to do so.92 If so, that fact may weigh against a finding 
that the defendant’s adoption of an alternative design 
incorporating infringement-reducing technology would 
have been reasonable. An argument could even be made 
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that the plaintiff ’s failure to act should be a defense to 
secondary liability. As the law of secondary infringement 
and inducement develops, courts, counsel, and clients 
may wish to consider the pros and cons of “cheapest 
(or lowest) cost avoider” analysis and their potential 
relevance to issues of liability and defenses as well as 
damages.93 Additionally, Grokster has opened the door to 
consideration of fault principles in this area of copyright 
law—indeed, the Court stated that Sony “was never meant 
to foreclose rules of fault-based liability derived from the 
common law”94—and therefore fault of the copyright 
holder and comparative responsibility principles could 
become relevant.95 

CONCLUSION

The Supreme Court’s treatment of infringement-pre-
vention and product-design omissions in Grokster presents 
serious issues for lower courts and litigants in copyright 
cases involving allegations of inducement. The Court’s 
brief discussion does not fit comfortably within the con-
struct of its core holding, which provides that intent to 
induce may be shown either by clear expression or other 
affirmative steps to induce infringement, and the deci-
sion gives little guidance on the threshold circumstances 
in which evidence of a product distributor’s failure to 
develop infringement-preventing mechanisms is relevant 
to intent. Moreover, the Court injected the issue of prod-
uct design into inducement doctrine without discussing 
the appropriate substantive standard for determining 
when failure to employ an alternative design is probative 
of intent to induce. 

Lower courts will need to establish a framework and 
standards for assessing the relevance and admissibility of 
product-design evidence, taking into account the over-
arching goals of copyright law. As the courts struggle to 
develop these principles, it may be useful to consider anal-
ogous or contrasting principles in other areas of copyright 
law as well as trademark law and products liability law. 
Given the fundamental nature of these issues, they are 
likely to have a ripple effect across various stages of litiga-
tion, including discovery, summary judgment, and trial. 

In the near term, the uncertainty engendered by 
Grokster’s product-design formulation promises to affect 
distributors of new products not only once they are 
involved in litigation, but also when they attempt to 
assess, before a product is distributed, the likelihood of 
secondary liability for consumers’ infringing uses of the 
product. For emerging companies that create, sell, and 
market new digital technologies, this sort of uncertainty 
increases legal risk, which, when coupled with technical 
and financial risk, can burden innovation.
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