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Copyright Act lists criticism, comment, news report-
ing, teaching, scholarships and research as appropri
ate instances of fair use. 17 U.S.C.A. § 107(1).

39. Id. at 247.

40. Hampel, supra note 19, at 575.

41. Id. at 247.

42. Levy, supra note 3, at 89.

43. Seee.g., Marks v. Leo Feist, Inc., 290 E.
959 (2nd Cir. 1923); Elsmere Music, Inc., v. National
Broadcasting Co., 482 F. Supp. 741 (S.D.N.Y.), aff'd,
623 F.2d 252 (2nd Cir. 1980).

44. Marks, 290 F. Supp. at 959.

45. Elsmere Music, 482 F. Supp. at 741.

46. Hampel, supra note 19, at 576.

47. Harper & Roe, Publishers, Inc., v. Nation
Enters., 471 U.S. 539, 566 (quoting Nimmer &
Nimmer § 13.05[A][3], at 13-76).

48. Hampel, supra note 19, at 576.

49. Haberman v. Hustler Magazine Inc., 626
F. Supp. 201, 211 (D. Mass. 1986). The court rea-
soned that those purchasing Hustler magazines are
certainly not doing so as a substitute for fine art. Id.

50. Id.

51. 17 U.S.C.A. § 101 (stating that "the terms
'including’ and 'such as’' are illustrative and not lim-
itative" to indicate that other factors may be utilized
in the fair use doctrine).

52. Fisher v. Dees, 794 F.2d 432, 437 (9th Cir.
1986).

53. 780 F. Supp. 182 (5.D.N. Y. 1991 ).

54. Id. at 183.

55 el

56. Id. at 183-84.

57. Id. at 184.

58. Id. at 185.

59. Id. at 183 (quoting Exodus, Chapter 20:
verse 15).

60. Id. at 185 The opinion ended with the
court's referral of the matter to the United States
Attorney for the Southern District of New York for
possible criminal violations. Id.

61. Id. at 183-84.

62. Id. at 184.

63. Id. at 183-84.

64. Id. at 184.

65. Id. The court stated "one would not
agree to pay to use the material of another unless
there was a valid copyright." Id.

66. Pareles, supra note 3, at C23. For exam-
ple, Phil Collins, whose unique drum sounds are
frequently sampled, opined that infringement occurs
every time a sample is taken of his drum sequences.
Id.

Battling International Piracy of the
Copyright Industries through NAFTA
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Generally, in the United States, the
purpose of copyright law is to divide
between permissive and non-permissive
uses of "original works of authorship."2 The
United States Constitution provides that
copyright law is designed "[t]o promote the
Progress of Science and useful arts."3
Therefore, providing an author with copy-
right protection of his works gives the
author an economic incentive to continue
the creative process in which he is involved,
produce new creative works, and then dis-
tribute those works to the public.4

The importance of the copyright
industries to the United States economy and
the to the overall level of international trade
cannot be understated. According to the
International Intellectual Property Alliance,
the core copyright industries represent a
large part of the United States economy as
approximately 3.3% of the United States
gross domestic product.> For example,
America is the largest producer and
exporter of movies and television programs
in the world, contributing as much as $3.5
billion annually to the United States trade
balance.®

In addition, Bill Gates, Chief
Executive Officer of Microsoft Corporation,
has stated that software is the nation's sixth
largest manufacturing business.” The
United States software industry provides
over fifty billion dollars each year in domes-
tic revenues for international sales and ser-
vices.8 Given the large scale of internation-
al trade in the copyright industries, the
United States is rightly interested in ensur-
ing that the rights of domestic copyright
holders are protected form piracy both
domestically and internationally.

To battle the international piracy of
copyrighted goods such as computer soft-
ware, music, and movies, the United States
has generally followed two paths. First, as a
unilateral measure to stop piracy once it has
occurred, the United States, through the
United States Trade Representative
("USTR"), has used "Special 301" actions to
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put a country suspected of cop”yright
infringement on differing levels of "watch
lists" corresponding to the seriousness of
the copyright violations; if the infringing
action does not cease, the United States may
issue trade sanctions to cure the copyright
violations.? :

Second, as a more preventative mea-
sure, the United States has joined various
multilateral agreements, such as the General
Agreement on Tariffs and Trade (Hereinafter
"GATT"), the Agreement on the Trade
Related Aspects of Intellectual Property (
"TRIPs"), and the North American Free
Trade Agreement ( "NAFTA"). In those con-
texts, piracy has been defined as "any unau-
thorized and uncompensated reproduction
or use of someone else's creative intellectual
achievement."19 Generally, the goal of such
multilateral agreements is to prevent piracy
from occurring in the first place by encour-
aging trade cooperation and harmonization
of the nation's respective domestic laws in
the realm of intellectual property.

The scope of this paper will cover the
United States' attempts to protect its copy-
right industries of computer software,
movies, and music under the auspices of
NAFTA. Specifically, coverage will discuss
the general scope of copyright protection
given to the software, music, and movie
industries under NAFTA, and then focus on
United States relations with Canada and
Mexico under NAFTA.

COPYRIGHT PROTECTION UNDER
NAFTA

The United States Congress stated
that NAFTA is the "most comprehensive
trade agreement ever negotiated [to] create
the world's largest integrated market for
goods and services."ll NAFTA, signed on
November 4, 1993, and effective on January
1, 1994, is intended to cover almost every
aspect of trade between the countries of the
United States, Mexico, and Canada.l2

The agreement addresses the interna-
tional piracy of intellectual property rights,
a particularly troublesome barrier to trade.13
The Preamble provides that NAFTA is
designed to "foster creativity and innova-
tion, and promote trade in goods and ser-

vices that are the subject of intellectual
property rights."14  Generally speaking,
NAFTA requires all the Party nations to
amend or supplement their existing intellec-
tual property laws.1> Then, within the next
ten years, all North American tariffs will be
phased out.16

THE SCOPE OF NAFTA

In addition to copyright, the intellec-
tual property provisions of NAFTA address
such varied topics as encryption of satellite
signals, patents, trademarks, and trade
secrets.17 At the most basic level, the United
States, Canada, and Mexico have agreed "to
provide in its territory to the nationals of
another Party adequate and effective protec-
tion of and enforcement of intellectual prop-
erty rights, while ensuring that measures to
enforce intellectual property rights do not
themselves become barriers to legitimate
trade."18

NAFTA provides that while the level
of protection under NAFTA is the minimum
required, the parties are free to enact more
extensive domestic legislation.1® Similar to
the TRIPs agreement, the United States,
Canada, and Mexico agree to abide by the
Berne Convention, certain parts of the
Washington Treaty relating to semiconduc-
tor chips, and other non-copyright
treaties.20 Additionally, while the United
States does not have to comply with the
moral rights provisions of Article 6 of the
Berne Convention,?! Mexico and Canada
are still bound by that provision.22 As to
neighboring rights, while the TRIPs agree-
ment refers to the Rome Convention for its
standard, NAFTA adopts the provisions of
the Geneva Convention because neither the
United States nor Canada adheres to the
Rome Convention.?3

SUBSTANTIVE PROVISIONS OF NAFTA

Many provisions of NAFTA duplicate
the same substantive levels of copyright
protection currently available under
Canadian law and Mexico's new Industrial
Property Law.24 The parties to NAFTA are
obligated to extend copyright protection to
many types of copyrightable works, such as
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computer software programs and data com-
pilations.2> NAFTA provides that the copy-
right is transferable.26. Additionally, NAFTA
specifically provides rights to the author
regarding importation, first public distribu-
tion, and communication to the public.??
For example, the author has the right to
authorize or prohibit the commercial rental
of computer programs; however, NAFTA
qualifies this right to authorize or prohibit
commercial rental by providing that
"putting the original or a copy of the com-
puter program on the market with the right
holder's consent shall not exhaust the rental
right."28

Furthermore, NAFTA provides that
exceptions to the author's right to prohibit
or authorize commercial rental must be
"confined to certain special cases that do not
conflict with a normal exploitation of the
work and do not unreasonably prejudice the
legitimate interests of the right holder."??
Finally, NAFTA prohibits translations of
copyrighted works "where legitimate needs
in that Party's territory for copies or transla-
tions of the work could be met by the right
holder's voluntary actions but for obstacles
created by the Party's measures."30

Regarding musical rights, NAFTA
separately accords neighboring rights to
sound recordings, including reproduction,
importation, and public distribution.3! Like
the rights of software copyright holders, the
music author has the right to ban commer-
cial rental except where otherwise provided
in a contract between the recording produc-
er and the author of the work.32
Additionally, the copyright term lasts for
fifty years, and as with computer software,
the exceptions to the author's sound record-
ing rights are limited to the same special
cases.33

ENFORCEMENT OF NAFTA

NAFTA provides that the domestic
law of each Party is required to "permit
action to be taken against any infringement .

. including expeditious remedies to pre-
vent infringements and remedies to prevent
further infringements."3* The remedies
available under NAFTA for copyright
infringement are: 1) ordering the infringing

party to stop the infringing activity; 2)
ordering the infringing party to pay dam-
ages when he knew or should have known
that he was engaging in an infringing activ-
ity; 3) ordering the infringing party to pay
the right holder's expenses, including rea-
sonable attorney fees; and 4) ordering a
party to compensate parties who were
wrongfully enjoined or restrained in the
proceeding, including reasonable attorney's
fees.35

One of NAFTA's major achievements
is providing for injunctive enforcement of
copyright violations.3¢6 NAFTA specifically
requires the United States, Canada, and
Mexico to authorize their respective judicial
authorities to issue injunctions ordering vio-
lators to cease the copyright infringement.37
Additionally, NAFTA provides for prelimi-
nary injunctions to prevent the entry into
commerce of the allegedly infringing
goods.38 The NAFTA provision regarding
injunctive relief fills a large gap in pre-trial
remedies available under Mexican law.3

For enforcement of copyright protec-
tion at the borders, NAFTA contains special
provisions designed for this unique situa-
tion.4? For example, NAFTA requires that
the Parties adopt procedures allowing copy-
right holders to request the appropriate
authorities impound the allegedly infring-
ing goods at the customs level upon the
depositing of a bond or other security.4!

NAFTA requires that all proceedings
be fundamentally fair, that decisions be
based on the evidence, that appeals be avail-
able, and that all judicial procedures include
notice and representation by counsel.42
Furthermore, like the TRIPs agreement,
damages or criminal penalties may be
imposed in appropriate cases.43

THE NAFTA IMPLEMENTATION ACT

The NAFTA Implementation Act (
"Act"), enacted by the United States in
December 1993, contains two special copy-
right provisions: 1) resurrection of certain
movies; and 2) rental rights.4¢ For the resur-
rection of certain movies, a NAFTA annex
provides that the United States is obligated
to provide copyright protection to motion
pictures produced in either Canada or
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Mexico that have been declared to be in the
public domain under 17 U.S.C. § 405.45 To
implement this provision, Congress amend-
ed the Copyright Act to include section
104A 46

The Act's film resurrection provision
provides copyright protection to films that
were never properly registered.4’” Under
NAFTA, this copyright protection applies to
"any motion picture that is first fixed or
published in the territory of a NAFTA coun-
try," including the film's constituent ele-
ments, such as songs on the movie's sound
track.48 While one might think that this pro-
tection is afforded to all movies first fixed or
published in the United States, Mexico, or
Canada, because all are NAFTA countries,
ironically, the United States is not included
within the definition of a NAFTA countr4y
under the NAFTA Implementation Act.4?
Therefore, this protection is not afforded to
movies that were first fixed or published
within the United States.

In general, to qualify for film resur-
rection protection, the motion picture or
constituent elements must have entered the
United States public domain by virtue of a
defective copyright notice between the years
of January 1, 1978, and March 1, 1989.50 The
effect of the resurrection of the film is that,
even if a curing registration were never
undertaken, the motion picture nonetheless
benefits from copyright protection for the
period that the film would have been pro-
tected under United States law had the film
been published with proper notice in the
first place.5!

To take advantage of the film resur-
rection provisions, the copyright owner
must first file with the United States
Copyright Office, within one year of the cal-
endar year 1994, a "statement of intent to
have copyright protection restored" under
the NAFTA Implementation Act.52 Failure
to file for protection by January 1, 1995,
means that the films will continue to lan-
guish in the public domain.53

If an individual was unfortunate
enough to press a large number of video-
tapes of a film that he thought was in the
public domain, or a movie theater owner
held a gala screening of the movie without
paying any licensing fee, the Act provides

these individuals some protection from lia-
bility for copyright violation. Specifically,
the Act allows domiciliaries or nationals of
the United States who made or acquired
copies of motion pictures, or their con-
stituent elements, before NAFTA, to sell or
distribute the copies or continue showing
the movie or other work publicly without
being liable for the sale, distribution, or per-
formance for a period of one year following
the publication of the resurrected films in
the Federal Register.>*

In addition to film resurrection, the
NAFTA Implementation Act also prohibits
of sound recording rentals.5> Previously,
under the Record Rental Amendment of
1984, the prohibition of rentals only lasted a
limited time; however, under the NAFTA
Implementation Act, the prohibition against
record rentals is now permanent.>¢

THE IMPORTANCE OF NAFTA

According to the official view of the
United States, NAFTA provides the United
States, Canada, and Mexico with the highest
level of intellectual property protection than
can be found in any other bilateral or multi-
lateral agreement because of the NAFTA
provisions regarding semiconductor manu-
facturing, compulsory licensing, and the
availability of injunctive relief.5” However,
at least one scholar states that the most
important feature of NAFTA is that NAFTA
elevates the existing level of intellectual
property protection to the status of treaty
obligation, and ties the performance of these
treaty obligations to the receipt of benefits
such as reduced tariffs.58

The dual aspects of the NAFTA
imposed obligation to enforce intellectual
property rights, and the inducement mecha-
nisms of treaty benefits as a reward for
doing so will ensure that intellectual prop-
erty rights will be honored among the par-
ties.>® Most importantly, the dual aspects of
NAFTA should greatly reduce the interna-
tional piracy of copyright industries.

UNITED STATES-CANADIAN RELA-
TIONS UNDER NAFTA

The relationship between United

26 » Vol. II, Number 4

Loyola Intellectual Property & High Technology Law Quarterly



States and Canada poses unique problems to
the copyright industries of the United States
due to Canada's traditionally protectionist
treatment afforded the "cultural industries”
of recording, software, and films.
Historically speaking, Canada has singled
out the cultural industries for special treat-
ment as far back as 1922 in order to keep
Canadian culture alive, and to prevent the
Americanization of Canadian culture, and
the loss of culturally valuable domestic
industries.®® Because Canada is the United
States' largest trading partner,®! the signifi-
cance of this Cultural Industries Exemption
cannot be overstated.

NAFTA embodies the concept of
"national treatment,” thereby requiring the
Parties to treat the businesses of the other
Parties as they would treat their own busi-
nesses.®2 NAFTA specifically requires the
application of national treatment principles
to intellectual property.63 However, there is
one major exception to this requirement of
national treatment: the Canadian cultural
industries exemption ("CIE").64

The CIE, carried over from the United
States-Canada Free Trade Agreement
("FTA"), permits Canada to deny national
treatment to the "cultural industries,” and
applies to: 1) the sale of books; 2) the pro-
duction, sale, and distribution of film or
video recordings; and 3) the publishing
industry.6>  NAFTA effectively allows
Canada to discriminate against almost evergi
copyright industry of the United States.®®
Also, due to the Canadian CIE in NAFTA,
the United States cultural industries are left
without the benefit of national treatment in
their biggest export market.6? However, the
United States did reserve the right, under
NAFTA, to retaliate against Canada should
Canada discriminate against the copyright
industries.%8

Unfortunately, the United States copy-
right industries have no choice but to accept
that the CIE is a part of NAFTA. However,
United States intellectual property rights
need not go unprotected. For example, the
United States cultural industries have
argued that the Special 301 actions under
the Trade and Tariff Act of 1974 should be
used more often as a safeguard.®’

Additionally, the Recording Industry

Association of America has stated that in
response to the CIE under NAFTA, it is
ready to take any necessary actions through
the USTR Special 301 actions.”0

Finally, one scholar notes that the pos-
sibility of mirror legislation by the United
States should not be forgotten, nor should
the possibility of legislation limiting the
level of Canadian investment in U.S. cultur-
al industries.”l But perhaps the most dan-
gerous aspect of the CIE's presence in
NAFTA is that the Canadian CIE could set
an example for other nations to take the
same type of protectionist measures against
the United States in future trade negotia-
tions concerning the copyright industries.”2

MEXICAN-UNITED STATES RELATIONS
UNDER NAFTA

The United States has often taken uni-
lateral measures against various countries
to enforce copyright protection abroad..”3
For example, during the late 1980's, Mexico
was placed on a "priority watch list" under
Special 301, and the United States only
removed Mexico from the list in 1990 after
Mexico promised to improve its intellectual
property laws.7¢ This action taken by the
United States, in combination with Mexico's
desire to join NAFTA, has been credited
with Mexico's extensive intellectual proper-
ty reforms undertaken in 1991.75

Mexico's Law for the Promotion and
Protection of Industrial Property
("Industrial Property Law") ,enacted in 1991,
was a prerequisite to the United States rati-
fication of NAFTA.7¢ Before enacting the
Industrial Property Law, Mexico had been
identified as one of the seven largest pirat-
ing countries, and one of the countries with
the least effective intellectual property pro-
tection.”” However, Mexico's new law has
been reported as a significant strengthening
of intellectual property protection, and has
been cited as a "milestone"” by the World
Intellectual Property Organization (WIPO)
as a "model for other developing countries
struggling to rewrite their own laws to lure
investment and technology."78

Under the changes in Mexican law,
copyright protection has been specifically
extended to computer software and sound
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recordings for the first time in history.”? The
amendments to the Mexican copyright law
also now give owners the exclusive rights to
reproduction and distribution for a fifty
year term, and provide exclusive rental
rights for authors as well.80 The new
Mexican law provides stronger criminal and
civil penalties for copyright infringement.!
Moreover, software piracy has expressly
been made illegal.8?

One should note that while the
Mexican intellectual property reforms have
come a long way, there are still problems
that remain. For example, the new law lacks
protection for layout designs used in semi-
conductor manufacturing, and satellite
encrypted programming to prevent its inter-
ception and distribution.83 In addition, civil
pre-trial enforcement remedies such as
injunctions are not traditionally recognized
under Mexican civil law, thereby hampering
the rights of aggrieved copyright holders.84
Additionally, the relatively lengthy judicial
process of Mexico, combined with the tradi-
tionally small damage awards given, may
have the effect of discouraging aggressive
private enforcement of intellectual property
rights.85 Due to the problems in civil
enforcement of intellectual property rights
in Mexico, there has been an increased
reliance on criminal penalties for copyright
infringement. Unfortunately, while the
criminal penalties may be able to halt the
infringing actions, the copyright holder
remains uncompensated for his losses.86

Nevertheless, while piracy of copy-
righted goods continues to be a problem in
Mexico, there is a promising trend of the
enforcement of copyright laws, and greater
sales of copyrights goods such as software.88
Therefore, overall, Mexico and its strength-
ened intellectual property laws serve as an
important illustration of how trade benefits
can be linked with the enforcement of intel-
lectual property rights, as has been done
under the NAFTA framework.88 Therefore,
one can hope that NAFTA will successfully
decrease the problem of international piracy
of copyrighted goods by Mexico.

CONCLUSION

In conclusion, the United States has

long had to battle the problem of interna-
tional piracy of its copyrighted goods, in
part because it is one of the world's leadin
exporters of such goods. NAFTA is an
important framework for combatting inter-
national piracy by facilitating trade with the
United States nearest neighbors, Canada
and Mexico. Hopefully, NAFTA will have
the effect of curbing, if not totally prevent-
ing, the international piracy of the United
States copyright industries of computer
software, music, and movies.
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