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PREEMPTIVE

BY STEVEN T. LOWE
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COPYRIGHT LAW protects a “bundle of rights”
given to those engaged in creative expression.
Owners of a copyrighted work can prevent the
reproduction, distribution, performance, pub-
lication, and display of their work without
their consent. For a work to be protected by
copyright, the only requirements are that the
work 1) is one of authorship as contemplated
by 17 USC Section 102(a), 2) has a minimal
amount of originality, and 3) is “fixed” in a tan-
gible medium of expression.!

The Copyright Act controls the field of
copyright claims; thus, there are no state law
claims for copyright infringement. There are,
however, numerous state law claims that may
relate to a work of authorship. These claims
raise significant preemption issues. Copyright
preemption forces the immediate dismissal of
defective state law claims, whether they are
brought in state or federal court.

To avoid federal copyright law

preemption, state causes of action must

survive a demanding two-part test

Prior to 1976, federal copyright law coex-
isted with state copyright law.2 The techni-
calities of federal copyright law—for example,
rigorous notice and registration require-
ments—would often drive expressive works
into the public domain but for state copyright
law.® Congress recognized the need for uni-
form national copyright laws, and in 1976 it
accomplished this by adopting the 1976 Copy-
right Act and creating a single federal system.*

The 1976 act expressly preempts all state
copyright law, including common law causes
of action. The scope of this preemption, how-
ever, is limited because it does not require the
dismissal of all claims that involve the subject
matter of copyright.® Instead, only state law
claims that assert rights equivalent to those
rights protected by Section 106 of the 1976 act,
(including reproduction, distribution, per-
formance, publication, and display) are pre-

empted; other state law claims—even if the
subject matter of the claim is an artistic work
eligible for copyright protection—survive.5
State and federal courts have addressed
the issue of copyright preemption in various
ways. For example, California state courts
and federal courts have held that interfer-
ence claims are preempted, while fraud claims
are never preempted. Central District courts
have further found unfair competition, con-
version, and unjust enrichment causes of
action preempted. Breach of contract claims
usually are not preempted in state and federal
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courts, although two different theories have
led to that result. However, the implied con-
tract cause of action, a particularly important
claim for artists, creates significant dissent
between state courts—where implied con-
tract claims will usually survive—and the
Central District, which has begun a ques-
tionable trend towards preemption.

TWO-PART PREEMPTION TEST

State and federal courts have developed a
two-part test to determine whether a state
law claim is preempted by the 1976 act. The
first part queries whether the plaintiff’s claim
concerns copyrightable subject matter.” If
the answer to that is yes, the second part
then asks whether the right asserted in the
state law claim is equivalent to any of the
exclusive rights given to the owner of a copy-
right as enumerated in Section 106 of the
1976 act.

Determining what is copyrightable subject
matter—the first part of the test—requires an
analysis of applicable copyright law. The 1976
act protects “original works of authorship
fixed in any tangible medium of expression,
now known or later developed, from which
they can be perceived, reproduced, or oth-
erwise communicated, either directly or with
the aid of a machine or device,” including lit-
erature, musical compositions and sound
recordings, drama, pantomime and chore-
ography, pictures, graphics, sculpture, film,
architecture, and computer programs.® When
the subject matter of the state law claim falls
outside these parameters, copyright pre-
emption will not apply.

Ideas are not protected by copyright®—as
opposed to the expression of the idea'>—but
ideas may be protected under certain state
law causes of action.!! For example, in a 1986
California case, a claim for breach of implied
contract based upon the defendant’s utiliza-
tion of the idea for a television “movie of the
week” survived a preemption defense.!?
However, a series of recent cases in the U.S.
District Court for the Central District of
California appear to signal a trend in favor of
preemption of claims based on implied con-
tract if the ideas are embodied in a copy-
rightable work; that is, preemption will be
found if the ultimate product is copyrightable,
even though the ideas embodied in the copy-
righted work are not.

The second part of the test for preemption
of state law claims requires an analysis to
determine whether the claim contains an
“extra element.” If the subject of the state
law claim comes within the scope of copy-
right protection, then the rights asserted via
the state law claim must be examined to eval-
uate whether they are equivalent to the exclu-
sive rights given to the owner of a copyright,
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as defined in Section 106 of the 1976 act. This
requires essentially an element-by-element
comparison.

If the state law claim has an extra ele-
ment—for example, the wrongful act upon
which the claim is based consists of some-
thing other than the reproduction, distribu-
tion, performance, publication, or display of
a copyrightable work—then the claim is not
preempted.'® A technical extra element, how-
ever, is insufficient. To survive copyright pre-
emption, a state law claim must not only have
an extra element; that extra element must
transform the state law claim so that it is
qualitatively different from a copyright
infringement claim.** This extra element test'®
was adopted recently in California by the
California Court of Appeal in Kabehie v.
Zoland'® and has been the test for the Ninth
Circuit for some time."”

The difficulty that has plagued the courts
is not, however, whether the extra element
test is applicable but whether an extra element
is contained within a particular state cause of
action. Indeed, courts have reached signifi-
cantly varied results in their application of
the test. Contract claims especially have
resulted in divergent and inconsistent deci-
sions. Some causes of action, however, are
never preempted.

Claims for breach of contract usually sur-
vive preemption defenses.'® Copyright owners
frequently license their artistic works to third
parties in exchange for the payment of roy-
alties. Preemption is not a defense to a claim
for breach of contract based upon the failure
to pay royalties required by a written agree-
ment."” Two very different theories, however,
lead to this result.

The majority of federal and state courts
that have addressed preemption defenses to
breach of contract claims have required a
fact-specific analysis that inquires whether
the promise underlying the contract is essen-
tially nothing more than a promise not to vio-
late federal copyright law.?’ If so, the breach
of the promise is copyright infringement, and
the breach of contract claim is preempted.?
For example, in Kabehie, the court of appeal
affirmed the dismissal of 10 out of 14 state law
claims based upon copyright preemption.?
The plaintiff had alleged that music copy-
rights were assigned to him by contract and
that the contract was breached by the defen-
dants’ continued exploitation of the music.
The Kabehie court adopted the majority view
and held that five of the plaintiff’s breach of
contract causes of action were preempted
because they were in essence disguised
claims for copyright infringement.?

Under the majority view, the breach of
contract cause of action should be examined
for an extra element, such as a covenant “inde-

pendent” of copyright rights.?* In Kabehie,
for example, two causes of action for breach
of contract survived preemption attacks
because the plaintiff alleged the existence of
an independent covenant and its breach: the de-
fendant failed to deliver master recordings.?

The minority viewpoint states that breach
of contract causes of action are never pre-
empted.? The rationale is that every contract
inherently has a promise to perform that con-
tract. Thus, under the minority view, the con-
tractual promise is always an extra element.?”

The Central District has adopted the
majority view.?® In Kabehie, the California
Court of Appeal did so as well, explicitly
rejecting the minority viewpoint.?

BREACH OF IMPLIED CONTRACT

California has long recognized that an implied
contract may be created when one party sub-
mits his or her creative ideas to another
party.® Disclosure of a valuable idea is con-
sidered a conferred benefit that is sufficient
to constitute consideration for an implied in
fact contract.’!

This is an important right for artists,
because copyright law does not protect
ideas.?? Especially in California, where people
commonly pitch their concepts for films and
television programs to others in the enter-
tainment industry, protection against misap-
propriation of ideas is necessary—and it
appears to be available under California com-
mon law.*

In recent cases from the Central District,
however, courts have held that implied con-
tract claims based upon idea submissions
that are embodied in written form are pre-
empted.* This is troubling because ideas are
frequently submitted in the form of a writing,
and without a writing there is an absence of
important evidence. The most common exam-
ple in the entertainment industry occurs
when an idea is communicated in the form of
a “treatment.”®

Since ideas are not protected by copy-
right law, although they are protected by
California common law,*® it would seem that
the first part of the two-part preemption test
is not met. Several Central District courts,
however, have held that while the ideas
embodied in written form may not be pro-
tected by copyright law, they nonetheless fall
under the subject matter of copyright law for
preemption purposes.®”

The Ninth Circuit has not resolved
whether ideas communicated in writing are
within the subject matter of copyright law
and thus satisfy part one of the two-part pre-
emption test. The Central District decisions
that have resolved that issue in the affirmative
have relied upon United States ex rel. Bergev.
Board of Trustees of University of Alabama, a



Fourth Circuit decision, in holding that ideas
submitted in writing are within the subject
matter of copyright.®®

Section 102 of the Copyright Act defines
the subject matter of copyright and excludes
ideas from the purview of its protection.
Copyright law protects the expression of
ideas, not the ideas themselves. Based on
the reference to ideas in Section 102, the
Berge court concluded that ideas expressed
in a writing are within the subject matter of
copyright, even though not within its pro-
tection. Thus the Berge court held that federal
preemption may apply to ideas embodied in
written form.%

As a practical matter in the entertainment
industry, the disclosure of an idea can be
valuable consideration, even if the idea itself
cannot be independently protected by copy-
right. A breach of an implied contract is about
abreach of an agreement between parties, not
the wrongful plagiarism of ideas.

In applying the second part of the pre-
emption test, most courts have found an extra
element in implied contract cases involving
written submission of an idea. Indeed, most
courts have held that claims for breach of
implied in fact contract actions are not pre-
empted.? The rationale for these holdings
is obvious: implied in fact contracts neces-
sarily contain a promise to pay, which con-
stitutes an extra element, not unlike the
promise to pay royalties.*! Kabehie v. Zoland,
in dicta, appears to affirm this conclusion,* as
does Firoozye v. Earthlink Network, a case
from the U.S. District Court of the Northern
District of California.*?

Beginning in 1997, however, with Worth v.
Universal Pictures, Inc., the Central District
took a different path that may have the effect
of depriving creative persons of this important
state law cause of action.** Worth concerned
a typical Hollywood scenario: the plaintiff
submitted a screenplay to a film studio, and
the screenplay was rejected. The plaintiff
claimed that a later-produced film incorpo-
rated ideas from his screenplay. The courtin
Worth held that implied contracts were a
species of quasi contract and, based on a pas-
sage in Nimmer on Copyright, held that
because quasi contracts are always pre-
empted, so too was the plaintiff’s cause of
action for implied contract.* Worth has been
followed in two recent Central District cases:
Endemol Entertainment B.V. v. Twentieth
Television, Inc.*s and Selbyv. New Line Cinema
Corporation.”

These decisions, however, misunderstand
the crucial distinction between quasi con-
tracts and contracts implied in fact, a difficult
distinction which Nimmer, in fact, discusses
in a later passage:

Unfortunately, many courts in dealing
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with idea cases fail to distinguish

between a contract implied in law and

a contract implied in fact. An action in

quasi contract is not a true contract

since “‘quasi contracts, unlike true con-
tracts, are not based upon the apparent
intention of the parties to undertake
the performances in question, nor are
they promises. They are obligations
created by law for reasons of jus-
tice’....An implied in fact contract on
the other hand is a consensual agree-
ment presenting the same elements

as are found in an express contract

except that in an implied in fact con-

tract the promise is not expressed in
words but is rather implied from the
promisor’s conduct.*®

Selby involved the same Hollywood sce-
nario as Worth—a claim that a film studio
misappropriated a screenplay. The Selby court
held that the alleged extra element was only
a promise not to use the material, and there-
fore the claim was simply a copyright infringe-
ment claim.* However, Selby relied in part on
a Michigan district court decision, later over-
turned by a Sixth Circuit decision that explic-
itly recognized the error in Worth’s misiden-
tification of implied contract as quasi contract
and held instead that the promise to pay in fact
constitutes the extra element.”

These Central District decisions would
appear to be erroneous: A contract implied in
fact clearly requires the extra element of the
implied promise to pay for use (and provide
appropriate credit, if applicable), which is a
promise implied from conduct.”® An implied
promise to use only if the defendant pays the
plaintiff and/or credits the plaintiff confers the
extra element,* not unlike cases concerning
the failure to pay royalties—and those cases
are never preempted.

Artists and others with ideas, after all, do
not usually wish to prevent the use of their
ideas. Quite the contrary, they desire the
realization and expression of their ideas in the
marketplace. They simply want to be com-
pensated and credited for the use of their
ideas pursuant to an implied understanding
commensurate with what is customary in the
entertainment industry.

A breach of a promise in the context of
implied contract would appear to be virtually
identical to breach of written contract cases
in which the defendant has failed to pay con-
tractual royalties.” Granting a license in
return for royalties and credit replaces the
right of the grantor to sue the licensee for
copyright infringement.>* An implied contract
is exactly such a license, only one whose
terms are implied by conduct. Parties are
not seeking copyright remedies, such as
injunctions, but contract remedies, such as the
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benefit of the bargain.

Central District courts that look for explicit
promises to pay will of course be disappointed.
If such a promise were explicit, the contract
would not be implied from conduct but sim-
ply an oral agreement. As Nimmer states:

Occasionally...some courts will find

that because the precise compensa-

tion to be paid...was not agreed upon,

no implied contract will lie. There

appears to be no reason why courts

should not apply a standard of rea-
sonableness....Indeed, were the courts

to consistently require an agreed upon

compensation...very few implied con-

tract actions could succeed.”

The reasoning of the Central District thus
seems questionable.

‘While the Central District decisions claim
to limit their holdings to the facts, one author
has concluded that virtually every reported
decision in California dealing with the pro-
tection of ideas on an implied contract theory
would be preempted if the cases were decided
today.*® With the Ninth Circuit still silent on
this issue, practitioners seeking to raise a
claim of breach of implied contract might
prefer to file their actions in state court or the
Northern District of California. However,
state court may prove insufficient if defen-
dants successfully remove the case to a
Central District federal court.””

Because the Central District sits in the
heart of the entertainment industry, these
cases pose a danger for future plaintiffs and
possibly provide an unfair advantage to more
powerful studios and production companies.
Moreover, they appear to bring state law—
which has recognized implied contract claims
for almost 50 years®—into direct conflict with
federal law.

OTHER CAUSES OF ACTION

Courts have applied the two-part preemption
test in the context of other claims, and pre-
emption is frequently the result. This is not so
in fraud claims, which are never preempted
by federal copyright law since fraud inherently
involves the extra element of misrepresenta-
tion.” Consequently, the second part of the
test for copyright preemption is not met. This
is the law in the Ninth Circuit and California.*
In Kabehie, for example, the court found that
the fraud cause of action included “allega-
tions that [the defendant] misrepresented its
ownership of the rights to the music compo-
sitions and falsely promised to deliver master
recordings.”%!

However, claims of intentional interfer-
ence with obligation of contract, intentional
interference with economic relations, and
negligent interference with prospective eco-
nomic advantage involving copyrightable sub-
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ject matter are often found to be preempted
by federal copyright law.%? When the claimed
interference involves the reproduction or dis-
tribution of a copyrighted work, the interfer-
ence claim is preempted.® However, in one
case in which a defendant’s alleged interfer-
ence caused the plaintiff to lose a pending
deal, the interference claim survived.5

Thus the exact identification of the inter-
ference becomes essential to determining
whether the claim is preempted. As with
breach of contract causes of action, the court
looks at the wrongful act or the act of breach
to determine whether the claim is pre-
empted.® If the wrongful act constitutes a
violation of one of the rights given to the
owner of a copyright, such as reproduction or
performance, the claim will be preempted. In
Kabehie, for example, the court dismissed all
three of the plaintiff’s interference claims
because the interfering conduct was merely
the reproduction of the music.®® Courts in
the Central District have reached the same
conclusion.’

Unfair competition causes of action are
often found to be preempted.®® This is, in
part, based on considerations of policy. The
Ninth Circuit has specifically stated that states
might encroach on copyright rights through
the guise of unfair competition.® Thus, sev-
eral courts have emphasized that not only
must the elements of an unfair competition
claim be different from a copyright infringe-
ment cause of action—as they are likely to be
in an unfair competition cause of action—but
they must be qualitatively different.”® A
Central District court, for example, preempted

an unfair competition claim based on a song
parody because the “essence” of the plaintiff’s
complaint was the unauthorized reproduc-
tion of a copyrighted work.”

However, unfair competition claims based
on a “passing off” theory—the practice of
selling goods or services using a mark that is
likely to cause confusion as to source, spon-
sorship, or approval of those goods or ser-
vices—generally are found to be qualitatively
different and thus not preempted by federal
copyright law.”? Thus, litigants retain their
federal unfair competition causes of action
under the Lanham Act free of the preemption
defense.”

Most courts, including the Ninth Circuit,
have concluded that the claim of unjust
enrichment protects rights that are essen-
tially equivalent to rights protected by the
Copyright Act.” Accordingly, unjust enrich-
ment claims involving the copying of copy-
righted material usually are preempted.”™

Conversion claims deal with tangible prop-
erty. To the extent that a conversion claim
alleges the misappropriation of only tangible
property and not the underlying copyrighted
work, it is not preempted.” Conversion of a
copyrighted work clearly is copyright infringe-
ment and is therefore preempted.”

Since the determination of the ownership
of copyrights typically requires the application
of state contract law, and a declaratory relief
claim is not equivalent to the assertion of any
exclusive right provided by the Copyright
Act, declaratory relief causes of action are
never preempted.”

Copyright preemption requires the dis-



missal of improper state law claims, whether
they are brought in state or federal court.
Thus, preemption trends have serious con-
sequences in intellectual property litigation.
The disconcerting line of cases in the Central
District finding preemption of implied contract
claims may have a drastic effect on the enter-
tainment industry. Whether an implied con-
tract cause of action still exists for any prac-
tical purpose remains uncertain under the
current climate of copyright preemption.”
Indeed, preemption in implied contract cases
may leave plaintiffs without a remedy for mis-
appropriation. Until further guidance is given

by the Ninth Circuit, copyright preemption
poses a continuing and serious challenge to
these claims. [ |
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