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1. Introduction

A. BACKGROUND

International private law in relation to copyright is becoming increasingly
important. Cross-border technologies enable easier and cheaper dis-
semination of works worldwide, which leads to growing global copyright
markets! as well as an increase in illegal uses of works, both offline and
online.? In order to ensure more efficient protection and dissemination of
copyrighted works worldwide, countries have been pursuing international
and European Union (EU)-wide harmonisation of substantive copyright
law.3 Recently, however, it has become increasing difficult to reach an
international consensus on a substantive law level.# Therefore, the need to

I Recent studies show that the contribution of creative industries to the GDP
is e.g., in the USA - 11.2%; Korea — 8.67%; Russia — 6.06%; Netherlands — 5.9%;
Romania - 5.5%; Canada — 4.5%; Latvia — 4%; Hungary — 6.67%; for other coun-
tries and full studies see http://www.wipo.int/ip-development/en/creative_industry/
economic_contribution.html (accessed 16 November 2009).

2 According to the OECD, up to USD 200 billion of internationally traded
products (excluding online) could have been counterfeited or pirated in 2005, see
OECD, 2009; according to the IFPI, worldwide online piracy of musical record-
ings is around 95%, see IFPI, 2006; however, the estimates of market losses due to
counterfeiting, as used by US government, have been lately challenged as unsub-
stantiated, see US Government Accountability Office Report of 12 April 2010 on
Intellectual Property: Observations on Efforts to Quantify the Economic Effects
of Counterfeit and Pirated Goods, GAO-10-423, available at: http://www.gao.gov/
products/GAO-10-423 (accessed 7 December 2010).

3 See, e.g., Agreement on Trade Related Aspects of Intellectual Property
Rights (TRIPS Agreement), adopted 15 April 1994, at Marrakech; World
Intellectual Property Organization (WIPO) Copyright Treaty and Performances
and Phonograms Treaty, both adopted on 20 December 1996, Geneva; Anti-
Counterfeiting Trade Agreement (ACTA), concluded on 3 December 2010. On the
EU level, there are currently eight directives regulating different copyright-related
aspects, with two draft directives pending, the list is available at: http://ec.europa.
ew/internal_market/copyright/documents /documents_en.htm#directives (accessed
16 November 2009).

4 For examples of negations which have not yet led to any consensus see,
e.g., WIPO Treaty on the Protection of Broadcasting Organizations, proposed on
March 2008; WIPO Basic Proposal for the Substantive Provisions of the Treaty on

1



2 Law applicable to copyright

harmonise international private law — i.e. rules on jurisdiction, applicable
law, recognition and enforcement of judgments — has been realised. In
order to ensure more legal certainty in cross-border commerce of copy-
righted goods and a better enforcement of rights, both right holders and
users should be able to clearly foresee which court would have jurisdiction
over the dispute, the law of which country will govern the legal relation-
ship and whether the judgment will be enforceable in other countries.

As far as applicable law to copyright disputes is concerned, historically
there was little discussion, legal practice or statutory regulation on this
issue. Copyright laws were strictly territorial (binding only in the territory
of the state). As a result, courts used to be permitted to adjudicate only
infringements of local copyright under local law; therefore, no applicable
law rules were needed (i.e. lex fori was applied).’ This restriction on interna-
tional jurisdiction over copyright disputes has been in recent decades grad-
ually abandoned,® and several applicable law doctrines were developed.

In most countries, copyright disputes are generally subject to the so
called lex loci protectionis rule. It subjects the dispute to the law of the
country ‘for which protection is sought’. Lex loci protectionis argu-
ably ‘mirrors’ the territoriality principle. It is normally derived from
the national treatment provision as initially implemented in article 5 of
the Berne Convention for the Protection of Literary and Artistic Works
(Berne Convention);’ the lex loci protectionis rule was recently codified in

Intellectual Property in Respect of Databases, proposed on 2-20 December 1996;
WIPO Basic Proposal for Administrative and Final Provisions of the International
Instrument on the Protection of Audiovisual Performances, proposed on 7-20
December 2000, all available at: http://www.wipo.int/ (accessed 15 October 2010).
As a result, countries have recently demonstrated a preference for non-binding
instruments (e.g., Joint Recommendation Concerning Provisions on the Protection
of Marks, and Other Industrial Property Rights in Signs, on the Internet, adopted
by the Assembly of the Paris Union for the Protection of Industrial Property
and WIPO on 24 September to 3 October 2001 (2001 WIPO Recommendation));
alternatively, additional standards have been negotiated in bilateral or multilateral
forums (e.g. bilateral free trade agreements, ACTA).

> See, e.g., Ulmer, 1975, p. 16; for more discussion on international jurisdiction
see, e.g., Toraya, 1985.

6 In some countries international jurisdiction was recognised already several
decades ago (e.g. Germany) whereas other countries are still struggling with this
issue (e.g. UK). Cf'international jurisdiction over validity of registered rights is still
restricted, see, e.g., Heinze/Roffael, 2006.

7 Berne Convention for the Protection of Literary and Artistic Works,
adopted on 9 September 1886, last amended on 28 September 1979 (Berne
Convention); for the national treatment provision with regard to the related rights
see art. 2 of International Convention for the Protection of Performers, Producers
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the EU Regulation on the law applicable to non-contractual obligations
(Rome II).% The result of the lex loci protectionis (and territoriality princi-
ple) is a so called ‘bundle of rights’ effect — in respect of a single work the
right holder has independent copyrights in each country; accordingly, if
the work is illegally used in several countries, the infringement should be
adjudicated under the law of each country of use independently. An alter-
native approach — the lex originis rule (mirroring a so called ‘universality’
principle) — subjects a work to a single law of the country of origin of the
work. Then, the entire cross-border infringement is subject to a single law
of the country where the work was first published. Only a few countries
subject copyright disputes to the lex originis rule (e.g. Greece, Romania).
Most controversial is the initial ownership issue: even in countries which
generally apply the lex loci protectionis rule, initial ownership may be
subject either to the lex loci protectionis (e.g. Germany, Austria) or to the
lex originis rule (e.g. France, USA).®

Furthermore, with the increasing cross-border dissemination of works,
additional theories have been developed — so called ‘emission’, ‘Bogsch’,
‘market effect’” and ‘root-copy’ doctrines. In short, the emission theory
suggests that the infringement takes place only in the country where the
(broadcasting) signal is emitted and, thus, the law of the country of emis-
sion exclusively regulates all cross-border conduct. The Bogsch theory
suggests that the infringement could be found in the country where the
(broadcasting or Internet) signal was emitted or in the country where the
signal was received. For instance, when a work is made available online,
the infringement potentially takes place both in the country where the
work was uploaded and in all countries where the work can be accessed.
Market effect (or targeting) doctrine allows a finding of infringement
only in the country whose market has been affected (or targeted). For
instance, the website targets a German audience (the work is made avail-
able online in German language, the prices are indicated in euros, and
the goods could be shipped only to Germany). Then, the right holder can
claim infringement only under German law (and not under the laws of any
country where the work may merely be accessed). Finally, the US ‘root-
copy’ approach allows the courts to award damages in respect of copies
made abroad when the initial illegal copy was made in the USA. Although

of Phonograms and Broadcasting Organizations, adopted on 26 October 1961,
Rome (Rome Convention).

8 Regulation (EC) 864/2007 of the European Parliament and of the Council
of 11 July 2007 on the law applicable to non-contractual obligations [2007] OJ
L.199/40-49 (31 July 2007) (Rome II Regulation); for more, see Ch. 2, B.1. (2) below.

9 For more see Ch. 2, B.I1. (3) below.



4 Law applicable to copyright

all these doctrines do not belong to the field of the applicable law sensu
stricto, they play a determinative role when choosing the applicable law.'0

B. PROBLEMS

The main problem in the field of the law applicable to copyright disputes is
the applicability of multiple laws in cross-border copyright disputes. When
a work is simultaneously reproduced, distributed or broadcasted in several
countries, as a result of the lex loci protectionis rule (and territoriality prin-
ciple), the infringement should be prosecuted under the law of each country
independently. The situation gets even worse in regard to the infringements
occurring online — here, online conduct is potentially subject to the laws of
each country worldwide. As a full international or EU-wide harmonisation
of copyright laws has not been reached, the identical conduct may be legal
in some countries but illegal in others. This makes it complicated for the
right-holders to enforce cross-border infringement cases as well as causing
legal insecurity for the users acting on a cross-border level.

Furthermore, each of the abovementioned principles, rules and doc-
trines raises various problems. Although the territoriality principle is said
to be the underlying principle of copyright law, it has neither an explicit
source nor a unitary concept. All laws are generally territorial; however,
copyright laws seem to be subject to a particularly strict territorial
approach. The scope of the territoriality principle has been changing and
remains undefined. This makes it difficult to determine which practices are
compatible with territoriality and to what extent exceptions to it may be
allowed. Also, the justification for the application of a strict territoriality
principle in copyright cases is floundering, in particular in ever more glo-
balised commerce. The lex loci protectionis rule, similar to the territorial-
ity principle, does not have a clear legal source. It is applied to a different
extent in different countries and it is not always sufficiently distinguished
from other applicable law rules such as lex fori or lex loci delicti (com-
missi). Furthermore, the above mentioned emission, Bogsch, effect, and
root-copy doctrines also have no clear legal source; their legal nature is not
clear (applicable or substantive law?). Their application is not harmonised
worldwide (e.g. root-copy is applied only in the USA; emission theory —
only in the EU). Each of them has its own problems in practice, which will
be later discussed in more detail.

There have been an increasing number of discussions on these and other

19 For more about each doctrine see Ch. 2, C below.
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related problems in the field of law applicable to copyright in various
countries.!! However, no optimal solution has yet been found. Some com-
mentators proposed to solve these problems on a substantive law level, e.g.
by creating a single international copyright law.!? However, this is unlikely
to be reached in the near future. Others have suggested eliminating the ter-
ritorial approach and subjecting multi-state copyright disputes to a single
applicable law instead (i.e. applying the universality approach). Here, the
main alternatives are the so called lex originis rule and the emission/estab-
lishment theory. The former suggests applying a single law of the country
of origin of the work (most often — the place of first publication) to the
whole cross-border dispute,! whereas the latter refers to the single law of
the country where the infringing conduct originates (i.e. where the signal
is emitted or where the infringer is established).!* Although the single-law
approach solves the multiple-applicable law problem, as will be discussed
later, it faces numerous other problems broadly discussed in the doctrine.
Recently, two important international initiatives have emerged in the
field — the American Law Institute’s Principles Governing Jurisdiction,
Choice of Law, and Judgments in Transnational Disputes in Intellectual
Property!® (ALI Principles) and the Proposal by the Max Planck Group on
Conflict of Laws in Intellectual Property (CLIP Proposal).!¢ They address
inter alia the law applicable to copyright issues, and try to develop solutions
balancing these territorial and universal approaches to copyright.

C. GOAL AND SCOPE

The goal of this study is to analyse and compare problems in the applica-
ble law to copyright infringements in the EU and USA, and to investigate

I For extensive studies see, e.g., Ulmer, 1975, Eechoud, 2003; Fawcett/
Torremans, 1998; Intveen, 1999; Bollacher, 2005; Evert, 2005; Birkmann, 2009;
Drexl/ Kur, 2005; Luckey, 2002; Nerenz, 2000; Peinze, 2002.

12 See, e.g., Sterling, 2003, pp. 143-75; Dinwoodie, 2000.

13 This rule has been advocated to a different extent in, e.g., Drobing, 1976;
Klass, 2007; Regelin, 2000; Evert, 2005, Schack, 2007, Dreyfuss, 2004, Ginsburg,
Supranational Code, 2000; see Ch. 3, A.1I below.

14 See Ch. 2, C.II below.

15> See American Law Institute, Intellectual Property: Principles Governing
Jurisdiction, Choice of Law, and Judgments in Transnational Disputes (American
Law Institute Publishers, St Paul, MN, 2008).

16 See Group on Conflict of Laws in Intellectual Property (CLIP), Principles
Jor Conflict of Laws in Intellectual Property, the (final) Draft, available at: www.
cl-ip.eu (accessed 18 May 2011).
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whether and how these problems are solved in the current ALI Principles
and the Draft CLIP Proposal.!” Thereby, it is expected to contribute to the
merging of these projects into a single international proposal.

The study is limited to the rules of applicable law (or ‘conflicts of law’).
However, all fields of international private law are intertwined and influ-
ence each other.'® therefore, the developments in other fields, in particular
in jurisdiction, will be referred to where relevant. The research will be
focused on the law applicable to copyright, which is understood here as
including related (or neighbouring) rights unless otherwise indicated in the
text.!® However, the relevant developments in other fields of intellectual
property law — in particular trademark law — may be taken into account.
Furthermore, only the law applicable to infringement and not to licensing
will be covered, as the latter may require a separate study. Still, the atten-
tion may be drawn to certain issues relating to licensing (e.g. closest con-
nection rule, party autonomy) as far as they are relevant for infringement
cases. Although the initial ownership issue is more important in licensing
than in infringement cases,’ it will be covered in this study as it is one of
the most problematic issues of applicable law. However, as the initial own-
ership issue would require a separate study,?! only the main problems in
regard to the most important issues (single ownership, co-ownership and
initial ownership in an employment relationship) will be discussed. The
transferability issue, however, will be largely left out as it is barely relevant
for infringement cases.?2 Although most recent studies on applicable law
focus on Internet-specific issues, this study will cover infringements in all
types of media (‘traditional’, broadcasting as well as Internet).2* As will be
seen, infringements occurring over different types of media lead to both

17" Hereinafter, the ALI Principles and the CLIP Proposal together will be
referred to as ‘Proposals’ or “‘Projects’.

18 In common law traditions the jurisdiction, applicable law and enforcement
of judgments are often not clearly distinguished in practice.

19 Accordingly, *work’ is meant to also include other protected subject matter
(e.g. performances, recordings, cinematographic works, and broadcasts) unless
otherwise indicated.

20 The determination of the initial owner is most important when licensing
the rights. However, initial ownership may also arise as a preliminary question in
infringement procedures.

2" For a thorough comparative analysis of initial ownership issue in the USA.,
Germany and France see Birkmann, 2009.

22 Like initial ownership. the transferability issue can be raised as a preliminary
question in infringement cases. However. most countries subject the transferability
issue to lex loci protectionis, therefore, it raises fewer discussions in the doctrine.

23 For a distinction between the types of media see Ch. 1. D.



