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manner that falsely suggests they were made by Indians,8 4 and
violations of cable television privacy rules.8 8 Statutory damages for
these offenses are typically fixed in relatively small amounts,
usually under $1,000, and apply to a specific and narrowly-defined
type of conduct.2 6 Even though the statutory awards authorized
under such circumstances may seem excessive in relation to actual
harm likely to be suffered by individual victims, courts tend to defer
to legislative decisions that carefully calibrate statutory damages
to specific harms, and uphold awards made under such carefully
calibrated statutes.287

However, even when the legislature has exercised care in
establishing a specific statutory award for specific wrongful con-
duct, due process concerns may arise insofar as claims are aggre-
gated, as in a class action. The Second Circuit Court of Appeals
recognized "the potential for a devastatingly large damages award"
in connection with its consideration of whether the risk of an
excessive award should preclude certification of a class action
against a cable television company for violating its twelve million
customers' privacy rights.2"8 The court observed that "the aggrega-
tion in a class action of large numbers of statutory damages claims
potentially distorts the purpose of both statutory damages and
class actions.28 9 The court was concerned that the potential for an
excessive award would have "an in terrorem effect on defendants,

(upholding $100-per-day penalty for employer's failure to comply with support order).
284. See, e.g., Native Am. Arts, Inc. v. Bundy-Howard, 168 F. Supp. 2d 905, 914-15 (N.D.

Ill. 2001) (upholding $1,000 per day fine for falsely displaying such goods to protect
consumers against counterfeit products and to preserve Native American culture).

285. See, e.g., Parker v. Time Warner Entm't, 331 F.3d 13, 23 (2d Cir. 2003) (Newman, J.,
concurring) (ordering $1,000 penalty for violating privacy of cable television subscribers).

286. See, e.g., Evanson, supra note 21, at 619 n.123 (giving examples). Some statutory
remedies provide for a narrow range within which awards can be made. See Fair Credit
Reporting Act, 15 U.S.C. § 1681n(a)(1)(A) (2006) (allowing awards of actual damages or of
statutory damages between $100 and $1,000).

287. See, e.g., Kenro, 962 F. Supp. at 1166 (upholding $500 penalty for sending junk faxes
because "Congress designed a remedy that would take into account the difficult to quantify
business interruption costs imposed upon recipients of unsolicited fax advertisements,
effectively deter the unscrupulous practice of shifting these costs to unwitting recipients of
'junk faxes,' and 'provide adequate incentive for an individual plaintiff to bring suit on his
own behalf').

288. Parker, 331 F.3d at 21-22.
289. Id.
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which may induce unfair settlements."'29 The Second Circuit
assumed that it had power under Gore to order a reduction of a
grossly excessive award in such a case so as to comport with due
process.291

Statutory damages in copyright law are, of course, not fixed in
amount, nor are they fixed within a narrow range. They also apply
not just to one specific type of misconduct, nor to a narrow range of
conduct, but to a wide range of activities as to a vast array of works.
The boundaries of copyright law are, moreover, unclear in many
contexts; whether a use is fair or unfair, whether the defendant
took only unprotectable parts from an earlier work, and whether
two contributors to the same project are joint authors are just a few
of the dozens of issues that are often hotly contested in copyright
cases. Copyright statutory damages aim, moreover, to rectify a
private wrong by compensating copyright owners for economic
harms done from infringement and not to remedy the sorts of public
wrongs at which most statutory damage rules are aimed. For these
reasons, we think that the trial judge in Legg Mason was simply
wrong in concluding that Congress had calibrated copyright
statutory damages so carefully that any award under § 504(c) is
insulated from due process review.292

An award made under a statute may fail Gore scrutiny when, like
the U.S. copyright statutory damage provision, it "merely specifies
a wide range within which an award must fall, leaving gross
discretion to the judiciary or when the aggregation of an amount
on a per violation basis case presents a situation not considered
by the legislature." '293 In particular, Congress did not foresee or
appropriately calibrate statutory damages as to many challenging
new technology cases, such as MP3.com, Free Republic, and
Thomas.294 Excessive copyright statutory damage awards are,

290. Id.
291. Id. Barker argues that aggregation and grossly excessive awards are also problematic

in p2p filesharing cases. Barker, supra note 14, at 525-26. He relies in part on the analysis
in Parker in support of this argument. Id. at 550-5 1.

292. Evanson found "no evidence from the legislative history [of the 1976 Act] that the
statutory range reflects an optimal level of deterrence or retribution" and noted that "the
statutory range is so wide that it makes possible both reasonable awards and unreasonable
awards." Evanson, supra note 21, at 620-21.

293. Id. at 603.
294. See supra notes 203-06 and accompanying text.
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moreover, likely to have other negative spillover effects, such as
chilling lawful, even if close to the boundary, uses of copyrighted
works, especially those that would promote freedom of speech and
freedom of expression, as well as the development of innovative new
technologies and services.295

That damages in copyright cases are sometimes difficult to prove
may have been the initial impetus for creating a general statutory
damage provision in U.S. copyright law.296 However, this is no
longer its principal rationale, nor its main role, in copyright law. In
the overwhelming majority of copyright cases, the harm to the
rights holder (such as lost license fees) and any unjust enrichment
to the defendant attributable to infringement are reasonably dis-
cernible.29 It is, in fact, remarkably common for courts to consider
plaintiffs damages and defendant's profits as part of its assessment
of the proper statutory damage award. It is precisely because
statutory damage awards may be grossly disproportionate to actual
harm that due process issues arise.

Yet even when copyright damages are difficult to prove, as
perhaps they were in the Free Republic case, the Supreme Court's
due process jurisprudence still has application. Gore and State
Farm both expressly recognize that difficulties in determining what
precise economic value to assign to the harm that the defendant has
caused the plaintiff may affect the reasonable ratio guidepost, but
such difficulties do not insulate such awards from due process
review.9' Courts still should consider whether the legitimate
objective of the state in establishing a remedy for certain wrongs

295. See, e.g., Berg, supra note 17, at 314-17; Reese, supra note 57, at 183-84.
296. See supra note 22 and accompanying text.
297. Congress could have chosen to limit the award of statutory damages to cases in which

damages are difficult to prove, as at least one other nation has done. See supra note 171.
Congress also could have chosen to allow statutory damages to be awarded to any plaintiff
for whom damages or profits were difficult to prove instead of only to those copyright owners
who have registered their claims of copyright within three months of publication. That it has
done neither of these things suggests that this is no longer the principal rationale for
statutory damages. We would be less concerned about the potential excessiveness of
statutory damages in U.S. copyright cases if they were only available in difficult-to-prove
cases. As it is, most copyright owners have no choice but to prove their own lost profits and
the defendant's profits insofar as they registered their copyrights outside the three month
window.

298. State Farm Mut. Auto. Ins. Co. v. Campbell, 538 U.S. 408, 425 (2002); BMW of N.
Am., Inc. v. Gore, 517 U.S. 559, 582 (1995).
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could be satisfied with a more modest award. Would an award of
less than $118 million have deterred MP3.com from further copying
of recorded music? Would less than $1 million have deterred Free
Republic from further postings of news articles? We think so, but
we think that courts should at least ask this sort of question before
making six- to nine-figure statutory damage awards in copyright
cases. Damages in copyright are no harder to compute than "injury
to reputation in a defamation case, pain and suffering in a personal
injury case, or emotional distress in an insurance bad faith case, yet
punitive damages in those situations all require [due process] exces-
siveness review." '299 Difficulties of proof cannot insulate copyright
statutory damage awards from due process review.

In short, we believe that Gore and its progeny have salience in
copyright cases, and that statutory damage awards should be
overturned or reduced when they are grossly excessive under the
Gore guideposts.

III. PROPOSALS FOR REFORM

Part II has demonstrated that the U.S. statutory damages regime
has been applied in a manner that often results in arbitrary,
inconsistent, unprincipled, and grossly excessive awards and that
reform is needed to address these problems. This Part begins by
situating our proposals for reform by considering the statutory
damage remedy in the context of other monetary relief that U.S.
copyright law provides to compensate copyright owners and deter
infringement. It then discusses how courts could develop principles,
derived mainly from the case law discussed in Part II.B and II.C,
which would achieve significant reform of the statutory damage
regime within the current statutory framework. Finally, it reflects
on whether statutory reform might be desirable to achieve legisla-
tive goals of compensation, deterrence, and punishment in a
manner that would be more consistent with due process principles.

299. Evanson, supra note 21, at 627.

20091 497



WILLIAM AND MARY LAW REVIEW

A. Considering Statutory Damages in the Context of Other
Copyright Remedies

Statutory damages should be considered in light of the broader
remedial scheme that Congress established for U.S. copyright
law.3 °° When infringement occurs, all copyright owners are entitled
to recover their actual damages from the infringement and what-
ever profits the defendants made that are attributable to the
infringement." 1 The actual damage recovery-that is, profits from
sales of the same or similar products or license fees not paid-is
clearly compensatory in nature. An award of the defendant's profits,
by contrast, has a largely deterrent function." 2 Recovery of the
defendant's profits ensures that the defendant will not be unjustly
enriched by infringement and cannot treat infringement as a cost
of doing business, for he will have to disgorge his profits if he
infringes. He may also have to pay the copyright owner's attorney's
fees, as well as his own.3" 3

In most cases, particularly when the infringement has generated
a lot of money, copyright owners, even those who have promptly
registered their works, will prefer to recover actual damages and
the defendant's profits rather than to elect statutory damages. The
maximum statutory award of $150,000 may, in fact, be a paltry sum
if there are millions in profits that could potentially be disgorged for
infringement of a single work (e.g., counterfeit software). It bears
mentioning that no matter how egregious the infringement, the
copyright owner who recovers its actual damages and the defen-
dant's profits is ineligible for any kind of strictly punitive award. °4

300. The Nimmer treatise supports this concept. See NIMMER & NIMMER, supra note 1, §
14.04[E] [1] [a], at 14-95 (statutory damages "should be woven out of the same bolt of cloth as
actual damages" and there should be some correlation between actual damages and
defendant profits and whatever statutory damage award might be imposed).

301. 17 U.S.C. § 504(b) (2006).
302. Courts exercise care to ensure that there is no double-counting as between an award

of the defendant's profits and an award of the plaintiffs lost profits. See, e.g., Hamil America,
Inc. v. GFI, 193 F.3d 92, 108 n.7 (2d Cir. 1999).

303. 17 U.S.C. § 505 (2006). Deterrent purposes are also served by the copyright rule that
successful plaintiffs are required to prove the defendant's gross revenues, but the defendant
bears the burden of proving deductions for expenses and profits that are attributable to other
causes than infringement. 17 U.S.C. § 504(b) (2006).

304. Punishment for egregious copyright infringement is largely left to criminal law. 17
U.S.C. § 506 (2006).
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Of course, late-registering copyright owners will not have the
opportunity to elect statutory damage awards; yet, their ability to
recover actual damages and defendant's profits will generally
achieve compensatory and modest deterrent purposes. They are
just ineligible for the extra-compensatory and potentially punitive
award of statutory damages for truly egregious infringement.
Compensation and modest deterrence must suffice in such cases in
accordance with Congress's intent.

Statutory damages clearly have a significant compensatory pur-
pose. As Part I showed, such damages have long been intended to
compensate plaintiffs in situations in which it was difficult for a
copyright owner to prove what actual damages she sustained and
what profits the defendant made or when it would be too expensive,
for example, because of a possible need to hire an expert witness, to
prove damages or profits in comparison with the amount that could
be recovered. This compensatory purpose continues to be important
in the statutory damage case law, and courts routinely consider
actual damages in assessing how much to award as statutory
damages. °5 The broadness of the middle statutory damage range
for ordinary infringement-between $750 and $30,000 per infringed
work-very likely achieves the goal of just compensation for
infringement in a wide variety of situations as to a wide variety of
works. Some part of every statutory damage award is compensa-
tory, though neither a judge nor a jury awarding such damages is
required to say how much of the award is compensatory.

Deterrence is also a legitimate goal of statutory damage awards,
and Congress unquestionably intended for them to have this
purpose. When the actual damages or the defendant's profits are
small, the $750 minimum award ensures that, even if the specific
amount of market harm caused by an infringement is small (say,
the $150 fee that a photographer would have sought from a maga-
zine for use of his photo), the copyright owner can nonetheless
obtain some compensation that makes bringing a lawsuit worth his
time and energy. The prospect of extra-compensatory and poten-
tially punitive levels of statutory damages for willful infringement
may deter some would-be infringers more than if they faced liability

305. See, e.g., PATRY, PATRY ON COPYRIGHT, supra note 9, § 22:199, at 22-450 ("(M]any
court decisions have looked at actual damages as a factor in awarding statutory damages.").
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only for actual damages and profits attributable to infringement. To
what extent Congress intended statutory damages to be merely
deterrent in purpose and to what extent it intended them to be
punitive is, unfortunately, unclear."°6 What we can say with some
confidence is that the higher the multiple of a statutory damage
award as compared with the actual damages and/or defendant's
profits or an approximation thereof, the more likely the award is to
have a punitive effect as well as a punitive intent.

Our study of the history of statutory damages under the 1976 Act
has caused us to conclude that the primary reason that statutory
damage awards under the 1976 Act have too often been arbitrary,
inconsistent, unprincipled, and grossly excessive is that Congress
melded together in one statutory damage provision two things that
it should have kept separate. Exemplary statutory damages for
egregious infringements serve strong deterrent and punitive pur-
poses. Quite different is the original and still meaningful purpose
of statutory damages: to compensate plaintiffs and modestly deter
infringement in parallel with the Act's provisions allowing recovery
of actual damages and defendant's profits. Courts have too often
ignored the tripartite structure of the statutory damage provision
and awarded statutory damages for willful infringement in ordinary
infringement cases, and too rarely reduced awards to innocent
infringement levels in close fair use or other plausible noninfringe-
ment defense cases. The largely compensatory purpose of statutory
damages in innocent and ordinary infringement cases has been
undermined by overzealous plaintiffs and judges who have failed to
grasp the tripartite structure of § 504(c).

B. Reform Within the Current Statutory Framework

This section will discuss a set of principles for awarding statutory
damages in copyright cases that is consistent with due process as

306. As Part I explained, the legislative history of the 1976 Act is not entirely clear about
how much, if at all, Congress intended for statutory damages to have a punitive character.
The omission of the old "no penalty" rule and the addition of an elevated level for willful
infringements have caused some courts to construe statutory damages as having a partly
punitive purpose. When Congress raised the maximum level of statutory damages in 1999,
though, there is some legislative history indicating that punishment was part of its purpose
in doing so. See supra note 92 and accompanying text.

[Vol. 51:439500
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well as with Congress's intent that awards of statutory damages be
"just."3 7 These principles are, for the most part, extracted from the
cases discussed in Part II to help judges and litigants to understand
the "do's" and "don'ts" of statutory damage awards. A sound
jurisprudence of statutory damage awards can be developed if
courts follow these principles.

1. What Courts Should Do

The following principles illustrate what courts should do when
awarding copyright statutory damages:
" Consider awarding the reduced minimum damages authorized for

"innocent" infringements in close fair use cases or in other cases
in which the noninfringement claim was strong, even if ulti-
mately not compelling.3 08

" Award the minimum statutory damages in cases of ordinary
infringement when:
. the plaintiff lost no profits and the defendant made no

profits from the infringement, or when damages and
profits are nominal or minimal;39

- the infringement was technical in nature;310

307. It is fairly common for judges to recite a set of factors that should be considered in
awarding statutory damages. This has not, however, necessarily led to soundly reasoned
analyses about the level of award that was appropriate given the harm to the plaintiff. See,
e.g., Lowry's Reports, Inc. v. Legg Mason, 302 F. Supp. 2d 455, 461 (D. Md. 2004) (instructing
jury on a number of factors to consider in awarding statutory damages, including the
defendant's wealth).

308. See, e.g., Maverick Recording Co. v. Harper, No. 5:07-CV-026-XR, slip op. at 14 (W.D.
Tex. Aug. 7, 2008) (judge persuaded the plaintiff to settle a p2p filesharing case for the
reduced minimum of $200 per infringed work because the defendant's innocent infringement
argument was plausible).

309. See, e.g., Bly v. Banbury Books, Inc., 638 F. Supp. 983, 985-86, 988 (E.D. Pa. 1986)
(awarding minimum statutory damages for unauthorized use of software when plaintiffs
damages were nominal); Reader's DigestAss'n, Inc. v. Conservative Digest, Inc., 642 F. Supp.
144-45 (D.D.C. 1986) (awarding minimum statutory damages for infringement of magazine
covers when harm to plaintiff was minimal); Quinto v. Legal Times of Wash., Inc., 511 F.
Supp. 579, 580, 582 (D.D.C. 1981) (awarding minimum damages for newspaper's repro-
duction of law review article when plaintiff suffered only nominal damages); Doehrer v.
Caldwell, No. 79 C 394, 1980 WL 1158, at **1-2 (N.D. Ill. Mar. 28, 1980) (awarding minimum
damages for political campaign's infringement of political cartoon when plaintiff suffered only
nominal damages).

310. See, e.g., Bly, 638 F. Supp. at 986, 988 (awarding minimum damages for RAM
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- the plaintiff or the plaintiffs lawyer has engaged in
misconduct;311 or

- the defendant had a plausible fair use or other nonin-
fringement argument (unless the plaintiffs lost profits or
defendant's profits justify a larger award).312

" Ask the parties to offer proof of damages and profits, or, in the
alternative, to demonstrate why damages or profits are suffi-
ciently difficult to prove that it is justifiable to offer no such
proof.

3 13

" In ordinary direct infringement cases, award statutory damages
in amounts that approximate the damages/profits that would

copying).
311. See, e.g., Warner Bros., Inc. v. Dae Rim Trading, Inc., 677 F. Supp. 740, 745 (S.D.N.Y.

1988) ("Warner has been pressing this litigation for over three years for the purpose of
collecting disproportionately large statutory damages and attorneys' fees."); Reader's Digest,
642 F. Supp. at 145-46 (expressing concern about aggressiveness of the plaintiffs lawyer and
baseless claims).

312. See, e.g., MCA, Inc. v. Wilson, 677 F.2d 180, 182, 187 (2d Cir. 1981) (lowering $32,500
statutory damage award for bawdy song to $250 in close fair use case); Warner Bros. Entm't
v. RDR Books, Inc., 575 F. Supp. 2d 513, 545-46, 554 (S.D.N.Y. 2008) (awarding minimum
statutory damages against defendants who had good faith beliefs that they had only made
fair use of the plaintiffs' works); Infinity Broad. Corp. v. Kirkwood, 63 F. Supp. 2d 420, 427
(S.D.N.Y. 1999) (awarding minimum damages for transmitting broadcast radio over the
telephone because fair use claim was plausible and there was no real damage to plaintiff);
Religious Tech. Ctr. v. Lerma, CIV.A. No. 95-1107-A, 1996 WL 633131, at *6, *13, *15 (E.D.
Va. Oct. 4, 1996) (awarding minimum statutory damages for infringement of Scientology
texts posted on the Internet when fair use defense was plausible).

313. This is one of the most important exhortations we have for courts wrestling with
determinations of copyright statutory damages. Many of the other principles we set forth
here, such as ensuring that punitive sanctions are reasonably related to actual harm and
ensuring that similarly situated defendants are subjected to similar awards, are difficult to
achieve if the court has no facts to inform an estimate of actual damages and profits.
Plaintiffs are not, of course, required by law to present any evidence at all regarding actual
damages or defendants' profits in support of their prayer for copyright statutory damages.
Indeed, authorities agree that a plaintiff may recover statutory damages "regardless of the
adequacy of the evidence offered as to his actual damages and the amount of defendant's
profits, and even if he has intentionally declined to offer such evidence, although it was
available." NIMMER & NIMMER, supra note 1, § 14.04[A]. But there is nothing that prevents
courts from refusing to award more than the statutory minimum without an offering of proof
that an amount in excess of the minimum is justified. In fact, the legislative history indicates
that this is consistent with the intention of Congress with respect to cases in which there is
no proof of actual damages and profits: "[The plaintiff in an infringement suit is not obliged
to submit proof of damages and profits and may choose to rely on the provision for minimum
statutory damages." H.R. REP. No. 94-1476, at 161 (1975) (emphasis added).
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have been awarded if the plaintiff had not elected to receive, or
was ineligible for, a recovery of statutory damages.
- This principle should apply when the defendant did not

know his conduct was infringing, even if he should have
known that it was.

- This principle should apply in close fair use cases.
- This principle should apply in other close noninfringe-

ment cases.
- This principle should apply when the case involves a novel

issue of law such that a reasonable person in the defen-
dant's position could have believed his arguments for
noninfringement were plausible.

" Make efforts to be consistent with the level of statutory damage
awards in other factually similar situations, insofar as the other
awards are consistent with due process and Congressional
intent.314

" In secondary liability or class action cases, statutory damage
awards should approximate actual damages and the defendant's
profits insofar as awarding higher statutory damages would
result in grossly excessive awards.315

" For ordinary infringers who knew they were infringing or were
reckless about infringement, but as to whom other indicia of
egregious conduct are not present, base any award of statutory
damages at modest multiples (two or three times) over actual
damages/profits.316

314. See, e.g., Sega Enter. Ltd. v. MAPHIA, 948 F. Supp. 923, 940 (N.D. Cal. 1996)
(analogizing to the similar case of Nintendo of America, Inc. v. Dragon Pacific International,
40 F.3d 1007 (9th Cir. 1994)); Sega Enters. Ltd. v. Sabella, No. C 93-04260 CW, 1996 WL
780560, at *16 (D.D.C. Dec. 18, 1996) (making a similar award on similar facts); see also
supra note 199 (discussing courts' efforts to make consistent awards in cases involving
unlicensed public performances of music in taverns or similar venues).

315. See, e.g., In re Napster, No. C MDL-00-1369 MPH, 2005 WL 1287611, at *10 (N.D.
Cal. June 1, 2005) (giving credence to due process concerns about grossly excessive statutory
damage awards in copyright cases).

316. See, e.g., Hi-Tech Video Prods., Inc. v. Capital Cities/ABC, Inc., 804 F. Supp. 950,952,
957-59 (W.D. Mich. 1992) (awarding three times the ordinary license fee for infringement of
portions of Good Morning America program); U.S. Songs, Inc. v. Downside Lenox, Inc., 771
F. Supp. 1220, 1229 (N.D. Ga. 1991) (awarding approximately three times the license fee to
which the plaintiff was entitled); Falacci v. New Gazette Literary Corp., 568 F. Supp. 1172,
1173-74 (S.D.N.Y. 1983) (awarding twice the author's normal translation fee for unauthorized
translation of a copyrighted interview).

20091 503



WILLIAM AND MARY LAW REVIEW [Vol. 51:439

" If the judge decides to award attorney's fees in addition to
statutory damages, he or she should, when possible, consider the
size of the fee award in determining the amount of statutory
damages that are necessary to compensate the plaintiff and deter
further infringement. 17

" Base any enhanced statutory damage award for "willful infringe-
ment" on multiples above two to three times damages/profits or
a best approximation, but only to the extent there are factors
showing egregiousness of the infringement beyond the fact that
the defendant knew his acts were infringing (for example, a
repeat infringer or counterfeit operations).31

" Require clear and convincing evidence of willfulness before
imposing higher ratios of statutory damages.1 9

" If damages and profits are truly difficult or impossible to
determine, consider what award within the range the statute
provides would be sufficient to deter this defendant from further
infringement. °

• When statutory damages are awarded by a judge, he or she
should explain on the record why a particular award of statutory
damages is "just."32'

317. See, e.g., Arclightz & Films Pvt. Ltd. v. Video Palace, Inc., 303 F. Supp. 2d 356, 363
(S.D.N.Y. 2003) (holding statutory minimum award of $750 per infringed work was adequate
deterrence when considered in conjunction with attorney's fees award of over $20,000).

318. See, e.g., U.S. Media Corp. v. Edde Entm't Corp., No. 94 Civ. 4849(MBM)MHD, 1998
WL 401532, at *8, *11, *16 (S.D.N.Y. July 17, 1998) (awarding statutory damages that were
roughly twice the actual damages/profits where defendant was large-scale bootlegger of
films); Pret-A-Printee, Ltd. v. Allton Knitting Mills, Inc., No. 81 Civ. 3770 (WCC), 1982 WL
1788, at *4-5 (S.D.N.Y. Sept. 16, 1982) (awarding $30,000 against repeat infringer, but not
$50,000 maximum); Lauratex Textile Corp. v. Allton Knitting Mills, 519 F. Supp. 730, 733
(S.D.N.Y. 1981) (awarding statutory damages that were roughly eight times the actual
damages that the plaintiff had suffered from the defendant's infringement in part because
defendant was repeat infringer).

319. This requirement would be consistent with the common practice in patent cases, even
though the Patent Act is silent about the level of proof required for enhanced damage
awards. See, e.g., Accumed LLC v. Stryker Corp., 483 F.3d 800, 804 (Fed. Cir. 2008).

320. We consider this principle to derive from the Supreme Court's due process
jurisprudence. See, e.g., BMW of N. Am. v. Gore, 517 U.S. 559, 584-85 (stating that courts
should consider whether a lesser award would adequately deter the defendant from
wrongdoing).

321. See, e.g., Video Views, Inc. v. Studio 21, Ltd., 925 F.2d 1010, 1017 (7th Cir. 1991)
("[C]oncerns of due process and the opportunity for meaningful, if limited, appellate review
contemplate that the district court would provide some explanation of the factual findings
that underlie this exercise of discretion to award greater than minimum statutory

504
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" Instruct juries to award statutory damages in a manner that
accords with the principles stated above.

" Although the principles we articulate in this Part will help
ensure that awards of copyright statutory damages are consistent
with principles of due process, courts should review such awards
under Gore and its progeny when presented with a timely
challenge on these grounds. 2

" Consider the impacts of such awards on freedom of speech and
expression and the interests of the public in ongoing inno-
vation.323

2. What Courts Should Not Do

In contrast, here are a number of principles that we think may
assist courts in avoiding problematic statutory damage awards in
copyright cases:
* Avoid the following technical mistakes in awarding statutory

damages:
- Do not award statutory damages without ensuring that

the plaintiff is actually eligible for such an award with
respect to the infringed work in question. 4

damages."). Some judges have done this. See, e.g., Rodgers v. Quests, Inc., 213 U.S.P.Q.
(BNA) 212, 219 (N.D. Ohio 1981).

322. Consistent with Cooper Industries, appellate courts should engage in de novo review
of a district court's ruling on the constitutionality of a damage award with respect to
substantive due process. See Cooper Indus., Inc. v. Leatherman Toolgroup, Inc., 532 U.S. 424,
443 (2000).

323. See, e.g., Berg, supra note 17, at 268-72 (discussing impacts on investments in
innovation); Michael Carroll, Fixing Fair Use, 85 N.C. L. REV. 1087, 1096 (2007) (discussing
impacts of statutory damages on chilling free speech and free expression); Alfred Yen, A First
Amendment Perspective on the Construction of Third Party Copyright Liability, 51 B.C. L.
REV. (forthcoming 2009) (manuscript at 14-15, on file with authors) (arguing that heightened
First Amendment concerns in the area of third party liability for copyright infringement
counsel stricter limits on the availability of presumed damages in these cases).

324. See, e.g., Derek Andrew, Inc. v. Poof Apparel Corp., 528 F.3d 696, 700-02 (9th Cir.
2008) (overturning an award of statutory damages because the plaintiff was ineligible for
them); see also Rogers v. Koons, 960 F.2d 301, 313 (2d Cir. 1992) (characterizing the
defendant as an egregious infringer and suggesting that Rogers should elect statutory
damages on remand even though Rogers was, in fact, ineligible for them).
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- Do not award statutory damages in addition to an award
of actual damages and profits under § 504(b).3 25

- Do not award statutory damages to compensate the
plaintiff for injuries that are not cognizable by U.S. copy-
right law, for example, reputational harm or privacy
intrusions. 6

- Do not award statutory damages on a "per infringement"
basis. The statute directs that they be awarded on a "per
work" basis.327

" Do not find the defendant's conduct to be "willful" and award
maximum statutory damages unless there is considerably more
evidence of reprehensibility than simply that the defendant knew
or should have known his conduct was infringing.

" Do not find the defendant's conduct "willful" and hence eligible
for enhanced statutory damages based upon a default judg-
ment.328 To justify an enhanced damage award, there should be
independent evidence of egregious conduct, not just a bare
allegation in the complaint.329

325. Plaintiffs may recover actual damages and defendants' profits or statutory damages,
but not all three. An example of this mistake is Roy Export Co. v. CBS, Inc., 503 F. Supp.
1137, 1155, 1157 (S.D.N.Y. 1980) (awarding damages, defendant's profits, and statutory
damages).

326. The plaintiff made this sort of misdirected argument in Engel v. Wild Oats, Inc., 644
F. Supp. 1089, 1092 (S.D.N.Y. 1986) (plaintiff sought high statutory damage award in order
to be compensated for harm to her reputation from defendant's use of her art on T-shirts).

327. See SESAC, Inc. v. WPNT, 327 F. Supp. 2d 531, 531-32 (W.D. Pa. 2003) (referring to
statutory damages as based on "per infringement" although the broadcast of each work once
resulted in the same award as if the court had referred to the basis of infringement in "per
work" terms).

328. Examples of this unfortunate tendency include: Axact (Pvt), Ltd. v. Student Network
Res., Inc., No. 07-5491 (FLW), 2008 WL 4754907, at *1-3 (D.N.J. Oct. 20, 2008) (awarding
$300,000, the maximum statutory damages, against the off-shore operator of a website
containing academic research papers that both parties were selling to their customers on a
default judgment); Macklin v. Mueck, 373 F. Supp. 2d 1334, 1335-36 (S.D. Fla. 2005)
(awarding maximum damages of $150,000 for each of two poems posted on the Internet on
a default judgment, despite magistrate's recommendation to award minimum damages of
$750 per work); Design Tex Group, Inc. v. U.S. Vinyl Mfg. Corp., No. 04 Civ. 5002 (JSR), 2005
WL 2063819, at *6, *9 (S.D.N.Y. Aug. 22, 2005) (awarding $150,000 for infringement when
actual damages were $3,389); Perfect 10, Inc. v. Talisman Comm'cns, Inc., No. CV99-10450
RAP MCX, 2000 WL 364813, at *2, *4 (C.D. Cal. Mar. 27, 2000) (awarding $300,000 as
maximum statutory damages on default judgment for unlicensed posting of sexualized
photographs on the defendant's website).

329. An example of this mistake is Macklin, 373 F. Supp. 2d at 1336.
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" Do not find the defendant's infringement to be willful on sum-
mary judgment. This question is one of fact upon which, if the
defendant denies willfulness, he may be entitled to trial.33 °

• Do not jump straight to the maximum statutory damage award
simply because the defendant's infringement is willful.331

Consider how egregious the infringement is, as compared with
other infringements for which statutory damages have been
awarded, before awarding the statutory maximum.

" Do not begin with $30,001 per infringed work as the statutory
damage minimum for willful infringements. 332 A finding of will-
fulness may justify an increased award toward the statutory
maximum but it does not change the applicable minimum. Nor
is it necessary for damages for willful infringement to be awarded
outside the "ordinary" infringement range if doing so would cause
the award to be disproportionate to the actual harm.333

" Do not commence a statutory damage analysis by considering the
applicable maximum (for the ordinary or the willful infringement
range) and working backwards from it if the defendant is not the
worst kind of offender.334

" Do not award statutory damages for the express or implicit
purpose of deterring other infringers who are not parties in the
case before the court.335

330. Lipton v. Nature Co., 71 F.3d 464, 472-73 (2d Cir. 1995) (reversing trial court's grant
of summary judgment on willful infringement).

331. An example of this unfortunate tendency is Greaver v. National Ass'n of Corporate
Directors, No. C.A. 94-2127 (WBB), 1997 WL 34605245, at *7 (D.D.C. Nov. 19, 1997)
(awarding the maximum with no attempt to explain why such an award was justified).

332. An example of this mistake would seem to be the district court's decision in Zomba
Enterprises, Inc. v. Panorama Records, Inc., 491 F.3d 574, 586 (6th Cir. 2007) (summarizing
the district court's decision). See supra note 233 and accompanying text for a discussion of
defendant's arguments that the district court in Zomba made the erroneous assumption that
a finding of willfulness shifted the appropriate minimum to $30,000.

333. See, e.g., Arcightz & Films Pvt. Ltd. v. Video Palace, Inc., 303 F. Supp. 2d 356, 362-
63 (S.D.N.Y. 2003) (holding that minimum award would adequately deter this willful
infringer from further wrongs).

334. Cf. Childress v. Taylor, 798 F. Supp. 981, 997 (S.D.N.Y. 1982) (considering, in
determining the appropriate statutory amount, the fact that the statutory maximum was not
necessary).

335. Awarding statutory damages for the express or implicit purpose of deterring other
infringers who are not before the court is inconsistent with the Supreme Court's ruling in
Philip Morris USA v. Williams, 549 U.S. 346, 352-53 (2007) (finding it a violation of due
process to punish defendant for harms done to others). A large award of statutory damages
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" Do not use large statutory damage awards to punish the defen-
dant for wrongs done by others to the same or similar plain-
tiffs.

336

" Do not find infringement to be willful in close cases, especially
not in close fair use cases when freedom of speech or of expres-
sion values are at stake.337

" Do not rely upon other maximum damage award cases that are
inconsistent with due process principles as justification for high
awards.3 8

may, however, stand as a warning to others, but the award made should be aimed at
deterring the defendant before the court, not giving the plaintiff a windfall in order to send
a message to others who might be tempted to infringe. An egregious example of this is the
MP3.com case in which the judge explicitly said he would award high statutory damages to
discourage other technology entrepreneurs from taking copyright risks of the sort MP3.com
had taken. UMG Recordings, Inc. v. MP3.com, No. 00 CIV. 472 (JSR), 2000 WL 1262568, at
*6 (S.D.N.Y. Sept. 6, 2000). Judge Rakoff is not alone, however, in awarding statutory
damages in amounts aimed at deterring other potential infringers. See also Engel v. Wild
Oats, Inc., 644 F. Supp. 1089, 1091 (S.D.N.Y. 1980). Thus, in ruling on the admissibility of
evidence and proposed jury instructions, courts should be mindful of the Supreme Court's
due process jurisprudence regarding the permissible scope of deterrence in the civil remedial
context. In light of the Court's rulings in State Farm and Philip Morris, fact-finders should
focus on what remedy would have deterred the defendant before the court, rather than what
remedy will "send a message" to the public at large. Courts must be on guard to prevent
reliance on evidence regarding the behavior of other infringers or harms suffered by an
industry as a whole lest fact-finders be tempted to punish one defendant for misdeeds
committed by others. We thank Fred von Lohmann and Doug Lichtman for their insights on
this point.

336. This principle, like the previous one, is based on the Supreme Court's ruling in Philip
Morris v. Williams, 549 U.S. 346 (2007). In some p2p filesharing cases, judges sometimes
consider the harm that filesharing is doing to the entire recording industry instead of simply
the harm done by the particular defendant in the case before the court. See, e.g., BMG Music,
Inc. v. Gonzalez, 430 F.3d 888 (7th Cir. 2005). Other examples are the $1.92 million award
against Jammie Thomas and the $675,000 award against Joel Tenenbaum for filesharing.
See supra notes 13-14, 162 and accompanying text.

337. An example of an award that was insufficiently sensitive to these concerns is Los
Angeles Times v. Free Republic. No. 98-7840 MMIM AJWX, 2000 WL 1863566, at *3 (C.D. Cal.
Nov. 16,2000) (awarding $1 million against website aimed at promoting critical commentary
on bias in news reporting). An example of a more free-speech-sensitive ruling is Religious
Technology Center v. Lerma, CIV.A. No. 95-1107-A, 1996 WL 633131, at *1, *15 (E.D. Va.
Oct. 4, 1996) (awarding minimum statutory damages for posting Scientology texts for
purposes of criticism).

338. Unsurprisingly, the plaintiff in Legg Mason relied heavily on MP3.com in support of
the $19.7 million award it received in Legg Mason. See Memorandum of Law in Opposition
to Defendant's Motion for a New Trial and Judgment as a Matter of Law at 33, Lowry's
Reports, Inc. v. Legg Mason, Inc., 302 F. Supp. 2d 455 (2003) No. WDQ 01-3898. Other
maximum award cases also cite prior maximum award cases. An example of this unfortunate
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Following these principles about what to do and what not to do
in making statutory damage awards will go a long way toward
making such awards in U.S. copyright cases both more just, as the
statute directs, and more consistent with due process principles.

C. Is There a Need for Legislative Reform?

Much of the mischief we have discerned in the current statutory
damage regime arises from the unholy melding of two distinct types
of impulses in one statutory provision: the perceived need for some
compensation when damages and profits are difficult to prove on
the one hand, and the need for a higher level of possible awards to
be imposed on egregious infringers on the other. This suggests that
it would be desirable for Congress to revisit § 504(c) and to amend
the law by separating into two different subsections provisions that
achieve these two different purposes and by giving more guidance
about the egregious circumstances that justify punitive levels of
enhanced damages. This change would structurally address a key
problem with the 1976 Act statutory damage regime.

If the statute had one provision for awarding statutory damages
in ordinary infringement cases and another for awarding enhanced
damages against egregious infringers, courts would be less likely to
continue the common practice of characterizing those with construc-
tive knowledge of infringement as willful infringers and awarding
grossly excessive or arbitrarily high awards as compared with the
actual damages sustained and awarded in other factually similar
cases. More guidance about circumstances that justify enhanced
awards might also contribute to more careful consideration of the
relationship between actual harm and the award of exemplary
damages, as the Supreme Court's due process jurisprudence directs.

Courts should also have the power to lower statutory damages
below the current $750 minimum when an award based on this
minimum would be grossly disproportionate to the harm caused,
as in p2p filesharing cases.339 Congress should further consider

tendency is Axact (Pvt.), Ltd. v. Student Network Res., Inc., No. 07-5491(FLW), 2008 WL
4754907 (D.N.J. Oct. 20, 2008) (citing other maximum award cases in support of its
maximum statutory damage award).

339. Canada has such a rule, applicable in cases where multiple works have been
infringed in a"single medium." Canadian CopyrightAct, § 38.1(3) (2009); see also Wheatland,
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limiting the availability of statutory damage awards in other
situations in which aggregation of claims would create a severe risk
of grossly excessive remedies, such as in class action and secondary
liability lawsuits.3 40

As part of a more general revision of copyright law, Congress
might even reconsider whether statutory damages serve a desirable
purpose in copyright law, given that the rules of evidence about
proof of damages and profits are much less rigorous now than they
were when statutory damages were first created341 and how few
other countries have statutory damage regimes. It might also con-
sider again whether, assuming it decided to retain such a regime,
statutory damages should be available to all copyright owners, not
merely those who have registered their claims of copyright within
three months of publication of their works. One alternative to the
enhanced statutory damage regime for willful infringement now
authorized by § 504(c) would be to give courts discretion to increase
awards up to two to three times the actual damage/profits recovery
as in other intellectual property regimes.342

CONCLUSION

The statutory damage regime of U.S. copyright law was originally
intended to provide some meaningful compensation to copyright
owners when it was difficult to prove actual damages or a defen-
dant's profits. The compensatory purpose of statutory damages
continues to be important, but, owing to the 1976 Act's creation of
an enhanced level of authorized statutory damages for willful
infringements, and the lack of principles to guide jury or judicial
deliberations on statutory damages, awards have too often been
arbitrary and inconsistent, and sometimes grossly excessive.

supra note 1. Barker has recommended legislation to "fix" the statutory damage regime so
that it will not produce grossly excessive awards in p2p filesharing cases. Barker, supra note
14, at 526.

340. See, e.g., Berg, supra note 17, at 316-17; Yen, supra note 323, at 14-15.
341. See NIMMER & NIMMER, supra note 1, § 14.02[A][3], at 14-XX ("Uncertainty will not

preclude recovery of actual damages if the uncertainty is as to amount, not as to whether
actual damages are attributable to the infringement.").

342. See supra note 171 and accompanying text.
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It is rare for the law to give judges and juries such open-ended
discretion to award up to $150,000 in damages without any burden
of proof on the plaintiff to prove the fact or extent of the harms they
have suffered or the profits defendant has garnered. Judges can and
should develop a more principled approach to statutory damage
awards to be more consistent with Congress' intent in establishing
a tripartite and just statutory damage regime, with principles of
due process, and with international norms. The principles articu-
lated in this Article, which were largely drawn from the case law,
should give courts some guidance that will help to achieve the dual
goals of ensuring that copyright owners are able to recover reason-
able compensation and of avoiding arbitrary, excessive, and unfair
awards.


