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Dr. Mihály Ficsor                                                                             October 23, 2010
Comments on the UGC provisions in the Canadian Bill C-32:

potential dangers for unintended consequences in the light of the international norms on copyright and related rights  

I. THE PROVISIONS OF C-32 ON “USER-GENERATED CONTENT” AND ON FAIR DEALING FOR PARODY AND SATIRE 

1. Section 22 of the Canadian C-32 provides as follows: 

The Act is amended by adding the following after section 29.2:

Non-commercial user-generated content

29.21. (1) It is not an infringement of copyright for an individual to use an existing work or other subject-matter or copy of one, which has been published or otherwise made available to the public in the creation of a new work or other subject-matter in which copyright subsists and for the individual - or with the individual's authorization a member of their household - to use the new work or other subject-matter or to authorize an intermediary to disseminate it, if 

(a) the use of, or the authorization to disseminate, the new work or other subject-matter is done solely for non-commercial purposes; 

 (b) the source - and, if given in the source, the name of the author, performer, maker or broadcaster - of the existing work or other subject-matter or copy of it, mentioned, it  is reasonable in the circumstances to do so;

(c) the individual had reasonable grounds to believe that the existing work or other subject-matter or copy of it, as the case may be, was not infringing copyright; and 

(d)  the use of, or the authorization to disseminate, the new work or other subject-matter does not have a substantial adverse effect, financial or otherwise, on the exploitation or potential exploitation of the existing work or other subject-matter - or copy of it - or on an existing or  potential market for it, including that the new work or other subject-matter is not a substitute for the existing one.

 (2) The following definitions apply in subsection (1).

"intermediary" means a person or entity who regularly provides space or means for works or other subject-matter to be enjoyed by the public.

"use" means to do anything that by this Act the owners of the copyright has the sole right to do, other than the right to authorize anything.

2. Section 21 of C-32 seems to be in close connection with these provisions:  

21. Section 29 of the Act is replaced by the following:

Fair dealing for the purpose of research, private study, education, parody or satire does not infringe copyright.

3. The Canadian Government has presented these new provisions with the following explanations:

Fair dealing for parody and satire: The new bill enables the use of copyrighted materials to create a parody or satire, provided the use is considered "fair."

User-generated content: The new bill permits the use of legitimately acquired material in user-generated content created for non-commercial purposes. This applies only to creations that do not affect the market for the original material. Examples include making a home video of a friend or family member dancing to a popular song and posting it online, or creating a "mash-up" of video clips.

4. The reason for which it is justified to consider these draft provisions together is that they may raise similar questions of compatibility with the international norms. Namely (i) which are the economic rights to which they would provide exceptions; (ii) whether the exceptions foreseen would be allowed under the international treaties, in particular in the light of the three-step test; (iii) whether the modifications made on the basis of these provisions would be in accordance with the moral right to protect the integrity of works (and under the C-52 also of performances).  

5. In this memorandum, first, I review the key provisions of the international treaties that seem to be particularly relevant from the viewpoint of the above-quoted provisions of C-32, followed by a brief analysis of the existing international norms that preserve the balance between copyright protection and the freedom of expression. After this I assess the issues of compatibility of the relevant provisions of C-32 with the corresponding international norms. Then the memorandum presents my short conclusions. 

II. RELEVANT PROVISIONS OF THE INTERNATIONAL TREATIES ON THE RIGHTS CONCERNED  

6. The international provisions on the following rights should be reviewed: (i) the right of reproduction, the right of adaptation and their relationship; (ii) the right of (interactive) making available to the public; (iii) the moral right of integrity.  

ad (i) The rights of reproduction and adaptation, and their relationship

7. The basic exclusive right of reproduction is recognized by all the treaties on copyright and related rights (Article 9 of the Berne Convention to comply with also under Article 9.1 of the TRIPS Agreement and Article 1(4) of the WCT; Articles 7.1(c), 10 and 13(c) of the Rome Convention, Article 14, 2 and 3 of the TRIPS Agreement, Articles 7 and 11 of the WPPT). It is not necessary to elaborate on the importance of the application of this right. It is, however, necessary to review its relationship with the right of adaptation and its role in the implementation of the latter. 

8. Article 12 of the Berne Convention (also to be complied with under Article 9.1 of the TRIPS Agreement and Article 1(4) of the WCT) provides as follows: 

Authors of literary and artistic works shall enjoy the exclusive right of authorizing adaptation, arrangement and other alterations of their works. 

9. Article 14 of the Convention (also to be complied with under the said provisions of the TRIPS Agreement and the WCT) repeats this provision in respect of cinematographic adaptation partly as a matter of redundancy and partly by adding clarification to it concerning the survival of the rights of authors of the original works used for cinematographic adaptations (which means, in general, any audiovisual adaptations):  

(1) Authors of literary or artistic works shall have the exclusive right of authorizing:  

(i) the cinematographic adaptation and reproduction of these works, and the distribution of the works thus adapted or reproduced;   

(ii) the public performance and communication to the public by wire of the works thus adapted or reproduced. 

(2) The adaptation into any other artistic form of a cinematographic production derived from literary or artistic works shall, without prejudice to the authorization of the author of the cinematographic production, remain subject to the authorization of the authors of the original works. 

 (3) The provisions of Article 13(1) shall not apply. [Meaning that, in contrast with the sound recording of musical works, it is not allowed to impose conditions for the exercise of the right of reproduction for the recording of musical (or other) works in a cinematographic work in the form of compulsory license or mandatory collective management.]  

10. It seems unnecessary to explain how important the interpretation and application of the right of adaptation may be from the viewpoint of parody and satire as well as of “user-generated content,” since all of them involve at least a certain amount of alteration and reuse of the original works concerned. 

11. Sam Ricketson offers a detailed description of the development of the provisions on the right of adaptation of the Berne Convention through the various revision conferences and the interpretation of the current provision of Article 12 in the light of its text, its context and its “preparatory work.” All this is too lengthy to be presented in this memorandum. However, the essence of it, on the basis of the same sources of interpretation, is summed up in a more comprehensive way in both the old and the new WIPO Guide to the Berne Convention. 

12. The comments of the old Guide published in 1983 to Article 12 reads, inter alia, as follows:  

12.3. It was in Brussels (1948) that the present text was drawn up. The earlier text (of Berlin 1908) was in very narrow terms. It forbade only the "unauthorised indirect appropriations" of works and gave, as examples, adaptations, musical arrangements, transformations of a novel, tale or piece of poetry into a dramatic piece and vice versa. It went on to say that in order to fall within the prohibition of the article, these indirect appropriations must consist of only the reproduction of the work in the same form or another form without essential alterations, additions or abridgements, and without presenting the character of a new original work.  Since they were included in Article 2 (now, since Stockholm, Article 2(3)) the Convention treated them on the one hand as protected works, and on the other hand, i.e., from the point of view of the original works, as infringements. Besides, it only referred to their appropriation in the form of reproduction, whereas there are other ways of exploiting works.

12.4. It became common ground that, in general, the author enjoyed the Convention's rights not only for his work in its original form but also for all transformations of it. These could not be used in public without his authority.

13. The comments of the new WIPO Guide to the Berne Convention published in 2003 on Article 12 are in accordance with this. Instead of repeating them, it seems more worthwhile quoting the comments of the Guide to Article 2(3) of the Convention to which the above-quoted comments of the old Guide also refers (and which reads as follows: “Translations, adaptations, arrangements of music and other alterations of a literary or artistic work shall be protected as original works without prejudice to the original work”):

BC-2.42. The protection of the derivative work “without prejudice to the copyright in the original work” means that there are two sets of rights in such a work:  the rights in the pre-existing – “original” – work, and the rights in the derivative work. 

BC-2.43.  In practice, however, the authorization of derivative works are frequently simplified.  This relates to the fact that – on the basis of the right of translation and the right of adaptation, arrangement and other alteration (Articles 8 and 12 of the Convention) no derivative work of a protected pre-existing work may be created without the authorization of the author of the latter.  In a contract including such an authorization then, inter alia, a simplified system of authorization may be agreed upon.

14. Since the issue of possible parallel authorization by the author of the original work and the adaptor may be settled in the contract on authorizing the adaptation, far from all national laws of countries party to the Berne Convention (the TRIPS Agreement and the WCT) provide that, for the use of the adaptation, also the authorization of the author of the original work is needed. It is to be noted, however, that, in the case of cinematographic adaptation of a work, the existence of parallel rights of the authors of the original work and the owners of right in cinematographic adaptations is based not only on the interpretation of Articles 2(3) and 12 of the Convention but on explicit provisions of its Articles 14(2) which, as quoted above, reads as follows: “The adaptation into any other artistic form of a cinematographic production derived from literary or artistic works shall, without prejudice to the authorization of the author of the cinematographic production, remain subject to the authorization of the authors of the original works.”  

15. A specific question is the fate of adaptations made without authorizations. The new WIPO Guide to the Berne Convention deal with this question in this way
:  

“BC-2.44. The question may emerge whether or not a derivative work created without the authorization of the author of the pre-existing work may enjoy copyright protection. It seems that the answer to this question should be affirmative.  This is so since, although the derivative work is the result of an infringement of the rights in the pre-existing work, this fact alone does not justify the use of the derivative work without authorization.  (Sometimes the principle that “the theft from the thief is also a theft” is referred to in this respect, but this parallel is not completely fitting, since what is “stolen” from the author of the derivative work is more than what he has “stolen” from the author of the original work).  The records of the diplomatic conferences to revise the Convention do not leave any doubt that this interpretation is correct and that it corresponds to the intentions of the representatives of members of the Union when they adopted the relevant provisions.  The original, 1886 Act of the Convention only provided for the protection of “lawful” translations (in that act, there were no provisions yet on the protection of adaptations, etc). However, when the 1908 Berlin revision conference adopted, in substance (in the Berlin Act, still as the second paragraph of Article 2) of what is now Article 2(3) of the Convention (only some non-substantive, wording changes took place later at the 1948 Brussels revision conference), it removed the “lawful” adjective from the text in stating that there was no justification to allow the use of the unauthorized derivative works “with impunity.”

16. Two further comments should be added to this.  The first one is that, in spite of this clarification offered in the preparatory work of the Berne Convention, certain commentators are of the view that the principle of “a claim must not be founded on illegality” (nemo auditur turpitudinem suam allegans and ex turpi causa non oritur actio) should be applied. Sam Ricketson and Jane Ginsburg in their book on international copyright and neighboring rights, for example, express this in the following way: 

As a general matter, one corollary of the ‘without prejudice’ [to the original work] proviso is that if the copyright in the underlying work impedes the creation of unlicensed derivative works, it would follow that an unlicensed adaptation enjoys no copyright in its own right, regardless of its originality. There may be circumstances, however, in which the ‘without prejudice' rule does not apply. These arc likely to occur in the context of unlicensed, but lawfully excused adaptations such as parodies and burlesques, and caricatures (in the case of artistic works),.. each of which has an honoured place in most cultural traditions. In addition, unlike adaptations, these may sometimes not even amount to a reproduction of the original work, insofar as they may rely on a mere suggestion of the idea of the original work as a starting point for their development.

17. It seems, however, obvious that the position expressed by the Brussels revision conference and what is reflected in the new WIPO Guide to the Berne Convention, on the one hand, and the views expressed, e.g., by Ricketson and Ginsburg, on the other hand, do not differ in one important aspect. Namely that it is prohibited to use the adaptation made without the authorization of the author of the original work unless a specific exception is applied in the given case. The two positions only differ on the question of whether an illicit adaptation may be used without the parallel authorization of the adapter. The Brussels revision conference gave a negative response to this question, while according to the above-quoted academic views, the author of the unauthorized adaptation – except where, due to an exception, there is no need for authorization – does not acquire any copyright in the adaptation.           

18. As the second comment, it is also worthwhile quoting Ricketson’s and Ginsburg’s treatise in respect of the broad category of “other alterations” included in both Article 2(3) and Article 12 of the Convention: 

It has been suggested above that the very act of adaptation almost invariably involves the application of sufficient independent intellectual endeavour by the adapter for the resultant work to be regarded as a new and original work. Although this view of adaptation was certainly devalued by its use in the earlier versions of article 10 in the context of unlawful indirect reproductions (meaning only colourable imitations or alterations of an original work), this confusion was rectified in the Brussels Act. The use of the expression other alterations' in article 2(3) also confirms that something more is required than the simple alteration of a work, but leaves open the question of what is meant by ‘other alterations'. Unlike the act of adaptation, which it has been suggested is in itself an original act of authorship, a more qualitative judgement appears to be required in the case of ‘other alter​ations'. Colourable imitations or variations of a work cannot he intended here, that is, alterations of a work which simply involve the omission or changing of small sections, or the incorporation of other material, without incremental new authorial contributions. ‘Alteration' for the purposes of article 2(3) must imply something further: a change, modification, or transformation of the original work resulting in something which can fairly he regarded as a distinct intel​lectual creation. This is a matter which, therefore, remains to be determined by national legislation, most probably by national tribunals on a case-by-case basis.

19. On the basis of what is discussed above, it is clear that countries party to the Berne Convention (the TRIPS Agreement and the WCT) must provide for an exclusive right of authorization of any adaptation, arrangement of music and any other alteration of a literary or artistic work. The question is only whether they must provide for such a right through granting explicitly a right of adaptation or they may fulfill their obligations by bringing authors into the same position through other means; e.g. through adequately broad provisions on the right of reproduction or a combination of an explicit right of adaptation and the general right of reproduction. Ricketson seems to be of the view that the latter is the case, and this is accordance with the principle of “relative freedom of legal characterization” of acts covered by rights to be granted under international treaties which has also served as a basis for the “umbrella solution” concerning the regulation of the right of (interactive) “making available to the public” in the WCT and the WPPT.
 However, it is a condition of the applicability of the principle that, through granting rights characterized otherwise, the scope of acts to be covered and the nature of the rights (namely that usually they are supposed to be exclusive rights) prescribed in a treaty must not change.   

20. On the basis of the discussion above, the obligations under the Berne Convention (the TRIPS Agreement and the WCT) concerning the right of adaptation may be summed up as follows:

· It is an obligation of countries party to these treaties to grant an exclusive right to authorize any adaptation, arrangement of music and other alteration of works. 

· The scope of this right must be broad enough to cover any alteration of a work that goes beyond minor modifications, such as colorable imitations, omissions and changing of small sections; and certainly must cover changes, modifications and transformations of the original works resulting in derivative works. 

· A country may fulfill its obligations to grant a right of adaptation not only by providing for an explicit right of adaptation, but also by providing for a right of reproduction (or a combination of a right of adaptation and a right of reproduction) in a way that as a result the authors may be a position to have an exclusive right to authorize any acts mentioned in Article 12 of the Berne Convention. However, in the case of cinematographic adaptations, attention should also be paid to Article 14(2) of the Convention explicitly providing for the survival of the original author’s adaptation right in the cinematographic adaptation.  

· The adaptations and the other derivative works made as a result of “other alterations” mentioned in Article 12 of the Convention are protected as original works without prejudice to the copyright in the (adapted or otherwise altered) original works. This provision does not necessarily require from the countries party to the international copyright treaties that they provide for parallel rights of authorization for both the author of the original (adapted) work and the adapter. However, it does require that they guarantee that kind of exercise of the exclusive right of adaptation on the basis of which the author of the original work could determine in contract any reasonable conditions which he finds justified to submit his authorization of the adaptation (among them possibly also the condition that his authorization is also needed for the uses, or at least certain uses, of his work in adapted form). 

· The use of unauthorized adaptations, at least publicly, that is outside the circle of a family – unless an exception to the right of adaptation applies or the author of the original work authorizes the adaptation subsequently – is not allowed under the international treaties. Views differ regarding the question of whether or not the unauthorized adaptation may be used with the authorization of the author of the original work alone without the parallel authorization of the adapter.    

21. One of the above-quoted examples offered by the Canadian Government of “user-generated content” seems to cover a case where a musical work is the object of an audiovisual adaptation (making a recording of a member of a family dancing on the sound recording of the performance of a musical work). As discussed above, for such acts – unless covered by an exception – the authorization of the author of the original work is needed, irrespective of whether his right is characterized as right of adaptation or right of reproduction.

22. It is a matter of legal characterization whether the other example referred to by the Government, that is making mash-up videos on the basis of existing works, as well as parodies and satires included in the list of cases covered by the fair dealing provision, are considered adaptations of the original works or rather the application of the right of reproduction is involved. However, irrespective of the legal characterization of the relevant act, the basic question is whether or not the exceptions provided in the new provisions of C-32, and the way they are provided, are in accordance with the provisions of the international treaties on exceptions to and limitations of copyright.  

23. Neither the international treaties nor the overwhelming majority of national laws (including the Canadian Copyright Act) provide for a separate right of adaptation for producers of phonograms. In this case, it is the application of the right of reproduction that may – and in certain cases must – be applied when a substantial part of the recording is used for the creation of new works referred to in C-32 as parodies, satires and “user-generated content.”

ad (ii) The right of (interactive) making available to the public 

24. The provisions on “user-generated content” also concern the exclusive right of (interactive) making available to the public provided for in Article 8 of the WCT and in Articles 10 and 14 of the WPPT. It is to be noted that this right is applicable irrespective of whether a work, a performance fixed on a phonogram or a phonogram is made available with commercial purposes or without commercial purposes (since, from the viewpoint of  the owners of rights, it is not decisive whether the person who undermines their existing or potential markets does so in order to obtain economic advantages or just because he does not care about their interests or simply this is an indication that he does not agree with the protection granted by copyright). C-32 provides for such a right of making available to the public for authors (section 2.4.(1.1)), performers (section 15(1.1)(d)) and producers of phonograms (section 18(1.1)(a)). 

ad (iii) The moral right of integrity     

25. Finally, one of the moral rights – the right to protect the integrity of works – provided for in Article 6bis of the Berne Convention (and, in accordance with it, also in Article 14.1 of the Canadian Copyright Act) potentially may also be relevant from the viewpoint of the application of the provisions of C-32 on fair dealing for parody, satire and “user-generated content.” As discussed below, due to the overly broad scope of the UGC exception, an important means of protecting and exercising this right may also be eliminated.  
III. PROVISIONS OF THE INTERNATIONAL TREATIES AIMED AT ESTABLISHING AND MAINTAINING BALANCE BETWEEN COPYRIGHT PROTECTION AND THE FREEDOM OF EXPRESSION

26. It seems to be necessary to review these provisions of the international treaties since the reason for which national laws and/or courts recognize the freedom of making parodies and satires without the authorization of the authors of the original works concerned is, in general, is the need to establish and maintain adequate balance between the protection of copyright and freedom of expression. The same reason may be found behind the demands by certain academics, consumer, “human rights” and “public interest” groups – usually actively supported by IT industries, service providers and other Internet intermediaries (interested in as broad free availability of contents in their systems as possible, due inter alia for the higher advertisement income resulting from the broader use of their services) – to introduce exceptions for the making and disseminating “user-generated content.” 

27. The framework of this memorandum is not suitable to discuss all the partly ideological, partly legal arguments behind the above-mentioned demands. It is submitted, however, that the need for due balance between copyright protection and the freedom of expression has always been taken into account and has been appropriately guaranteed by the copyright treaties.    

28. In respect of the “active” aspect of the freedom of expression, under the international copyright treaties, it should be stressed first that copyright protection only extends to original expressions and not to ideas, procedures, methods of operation (see the explicit recognition of this idea/expression dichotomy in Article 9.2 of the TRIPS Agreement and Article 2 of the WCT). On the basis of the same principle, mere themes to be covered and basic elements of styles are not protected either. 

29. Parallel to the unprotected idea/original expression dichotomy, the copyright treaties also recognize the unprotected information/original presentation dichotomy. This is manifested, inter alia, in Article 10 of the TRIPS Agreement and Article 5 of the WCT confirming that mere data are not protected (only their original presentation – selection and arrangement – is protected) and in Article 2(8) of the Berne Convention (providing that the protection of the Convention does not apply to news of the day and miscellaneous facts having the character of mere press information).  

30. There is no obstacle whatsoever under the copyright treaties to express any ideological, religious, political, social, economic or any other views based on these unprotected elements as well as on the basis of a vast realm of creations in the public domain, such a works for which the term of protection has expired or expressions of folklore. It is only the category of works protected by copyright in the case of which the balance of interest should be established and maintained as discussed below. 

31. Article 10(1) of the Convention contains a provision which guarantees the use of protected works for the purpose of freedom of expression. Under this provision, it is permissible to make quotations in a way compatible with fair practice to the extent that does not exceed that justified by the purpose (which is normally criticism, analysis, description and use as illustration of various views), including quotations from newspaper articles and periodicals in the form of press summaries.         

32. There are certain specific exceptions and limitations to copyright the objectives of which seem to cover both the “active” and “passive” aspects of the freedom of expression (press summaries also seem to be of such double nature), but in the case which, the emphasis is rather on the latter –  “passive” – aspect (which may also be characterized as part of the right to information). Namely, those allowing countries party to the copyright treaties (i) to exclude from copyright protection official texts of a legislative, administrative and legislative nature, and their official translations (Article 2(4)), political speeches and speeches made in the course of legal proceedings (Article 2bis(1)) and, at least in certain respects, lectures, addresses and other works of the same nature delivered in public (Article 2bis(2)); (ii) to use works for illustration for teaching in a way compatible with fair practice (Article 10(2)); (iii) to reproduce certain articles and to use broadcast works on current economic, political or religious topics; (iv) to reproduce and make available to the public, for reporting current events, literary and artistic works seen or heard in the course of such events, to the extent justified by the informatory purpose.  In addition, the limitations of the exclusive rights of broadcasting, rebroadcasting and retransmission of broadcast works allowed under Article 11bis(2) are also relevant from the viewpoint of the right to information, and the – “passive” – aspect of the freedom of expression.                       

33. Other possible exceptions necessary for balancing copyright protection and freedom of expression may be applied on the basis of the three-step test provided in Article 9(2) of the Berne Convention, Article 13 of the TRIPS Agreement, Article 10 of the WCT and Article 16 of the WPPT (the provisions of the latter three articles serving also as an interpretation tool for the scope of application of the specific exceptions and limitations provide by the relevant treaties). 

34. In the absence of specific provisions in the copyright treaties on exceptions for parodies and satires or for “user-generated content,” it is the three-step test which may and should be taken into account to analyze whether such exceptions may be allowed and, if they may be, under what conditions. 

35. The framework of this memorandum does not permit a detailed interpretation of the three-step test. Here, I only refer briefly to the three conditions of the test which are to be applied in a way that, if a proposed exception or limitation fails the first step, there is no need to consider the second step, and if it fails the second step, there is no need to consider the third step. If the exception or limitations passes the first two steps, it may still only apply if it also corresponds to the third step in the framework of which the fine tuning of balancing interests may take place:

· First step: an exception or limitation may only be applied if it only covers a limited special case.  “Special” also means that it must be justified by some sound legal-political justification. Providing adequate balance between copyright protection and freedom of expression in limited special cases can be a sound legal-political justification.   

· Second step: an exception or limitation must not conflict with a normal exploitation of a work or object of related rights in the sense that it must not enter into economic competition with any present or potential normal exploitation of a considerable economic or practical importance e.g., it should not undermine the present or future market for the exercise of copyright and related rights by the owners of rights.

· Third step: an exception or limitation must not unreasonably prejudice the legitimate interests of owners of rights. 

36. It is submitted that the application of these criteria normally makes it unnecessary to take into account certain “externalities;” that is, certain specific public interests that – according to certain theories – may not be duly considered in the context of the application of the three-step test (along with the special exceptions and limitations provided in the international treaties). The question of whether or not the new provisions included in C-32 on parody, satire and “user-generated content” and the way they are provided – also taking into account the context of the Copyright Act – are in accordance with the international norms can be duly answered on the basis of the criteria of the test.       

IV. ASSESSING THE COMPATIBILITY OF THE PROVISIONS OF THE C-32 ON “USER-GENERATED CONTENT” WITH THE INTERNATIONAL TREATIES

37. The main topic of this memorandum is the analysis of the provisions of C-32 on “user-generated content” and assessing their compatibility with the international treaties.  For this, however, since transformations of works for the making of new works are involved, it is necessary to review how the treaty obligations on the right of adaptation have been fulfilled in the Canadian Copyright Act. Furthermore, before addressing the issues of compatibility of the UGC provisions with the international treaties, it is necessary to also determine the scope of application of the provisions on “user-generated content” and, for this, to indentify those cases where users of interactive digital networks make available something to the public but their acts are not relevant from the viewpoint of the UGC provisions. It is from this viewpoint that the conditions and scope of application of the new provisions on fair dealing for parody and satire should also be considered, the more so because the basic reason and justification for  inserting those provisions is similar to those that have been taking into account in the case of the UGC provisions. From this viewpoint, it is submitted that, where user-generated content may also qualify as parody and satire, the specific provisions on parody and satire should be applied rather than the UGC provisions in view of the lex specialis derogat legi generali principle. 

38. Let us take the first preliminary issue; namely the application of the exclusive right of adaptation prescribed in Article 12 and 14(1) of the Berne Convention. The provisions on explicit rights of adaptation may be found in section 3(1) of the Copyright Act which, inter alia, provides as follows:

For the purposes of this Act, “copyright,” in relation to a work, means the sole right to produce or reproduce the work or any substantial part thereof in any material form whatever, to perform the work or any substantial part thereof in public or, if the work is unpublished, to publish the work or any substantial part thereof, and includes the sole right…

(b) in the case of a dramatic work, to convert it into a novel or other non-dramatic work,

(c) in the case of a novel or other non-dramatic work, or of an artistic work, to convert it into a dramatic work, by way of performance in public or otherwise,

(d) in the case of a literary, dramatic or musical work, to make any sound recording, cinematograph film or other contrivance by means of which the work may be mechanically reproduced or performed,

(e) in the case of any literary, dramatic, musical or artistic work, to reproduce, adapt and publicly present the work as a cinematographic work…

39. The Canadian Copyright Act is among those national laws that have implemented the provisions of the Berne Convention pertaining to the right of adaptation as a combination (i) of explicit rights of adaptation covering the creation of derivate works that correspond to the narrower concept of “adaptation” proper and (i) of the exclusive right of reproduction in respect of “other alterations” of works as discussed above (in those cases where substantial parts of the original works are used in combination with the new creative elements of a derivative works).    

40. Proceeding now to the second preliminary issue, namely the scope of application of the UGC provisions, it should be seen that the acts performed by users are certainly not covered in two obvious cases. First, where there is no infringement “by definition” – by the very nature of the acts concerned – and, therefore, there is no need for a provision to exempt certain acts that otherwise would be qualified as infringements. Under section 3(1) of the Copyright Act, copyright consisting in certain sole rights seem to only apply if the qualified acts are performed in respect of at least a substantial part of a work. Therefore, where no such part is used, there is no infringement in respect of which the need for the application of the UGC provisions might emerge. Second, the UGC provisions do not apply where there is clear infringement without any original creation (skill and judgment) that is necessary for the production of a new work.  

41. More importantly, as discussed above, the UGC provisions as general rules are not required either when the creation of a new derivative work is covered by the specific provision on fair dealing for parody or satire. 

42. In certain countries, there are statutory provisions on exceptions for parody and satire,
 while in other countries case law has clarified that, for the creation of parody and satire, there no need for authorization by the author of the original work concerned by the parody or satire.
  

43. Different concepts and definitions exist regarding parody and satire, and the framework of this memorandum does not permit a review of them. However, it may be stated from the viewpoint of the relationship between exceptions for parody and satire and the exceptions foreseen in C-32 for “user-generated content” that, in the case of parody or satire, there is always an element of a kind of criticism of the original work, usually – or according to certain concepts of parody and satire, necessarily – in a more or less humorous form. 

44. Due to this critical attitude vis-a-vis the original works concerned, there is a specific reason justifying the application of exceptions to the rights of copyright owners in this respect. Namely that, while the authorization of the making of derivative works may take place in general normally on the basis of the right of adaptation and/or the right of reproduction, this normalcy is hardly guaranteed in the cases of parodies and satires. This is so since, in those cases, not simply derivative works are created but such derivative works that tend to identify and emphasize weak points and possible inferior features of the target works and may also have a negative impact on the further exploitation of those works. Therefore, in such a case, the freedom of expression is only guaranteed if the creation of parodies and satires is not subject to the authorization by the authors of the original works. 

45. It appears to be an important finding from the viewpoint of the assessment of the UGC provisions on the basis of the three-step test that, in the cases of the UGC exception, there is no such specific legal-political justification in connection with the freedom of expression. If there is a critical attitude in a new derivative work based on a preexisting work, in particular when it has some humoristic aspect, normally the provisions on fair dealing for parody and satire apply.

46. Therefore, it would be necessary for the application of the exception for the making and dissemination of UGC derivative works to identify some reason for which it may be regarded a “special case” under the three-step test in the sense that it is justified by some sound legal-political reason. The mere reason that a derivative work is created and made available and that therefore it should be free in order to guarantee the freedom of expression is hardly an acceptable reason alone since Article 12 and 14(1) of the Berne Convention provides for an exclusive right of adaptation which “by definition” covers the creation of derivative works. It would create a clear conflict with the Berne Convention (the TRIPS Agreement and the WCT) if a national law provided for free adaptation or other free alteration of a work consisting in the creation of a new – derivative – work on the basis of the consideration that allowing free creation of derivative works is justified for guaranteeing freedom of expression. 

47. Some other more specific reason is needed in order that we could speak about a “special case” in the sense of the first condition of the three-step test. 

48. In the new section 29.21, the following aspects may be considered as candidates for such a reason, but it is submitted that they are not truly satisfactory either to reduce the scope and nature of the exception to a limited “special case:”   

i. the creation of the new work may only be based on a work, or a copy of a work, which has been published and about which the individual has reasonable ground to believe that it is not infringing;

ii. the new work is created by an individual and basically used by him and by the members of his family;

iii. the purpose of the use, and the authorization of its dissemination is not for commercial purposes.

49. It is to be noted that the condition in point (d) of section 29.21 concerning the impact of the exception on the exploitation of the existing works used for the creation of new works concerns the second “step” of the three-step test and it is considered below in connection with that “step.”  

· ad (i) This criterion does not allow the exception to qualify as a “special case” since, in spite of it, the exception would apply to the broadest possible category of works protected by copyright: any works whatsoever published by the owners of rights of the existing works without any differentiation, and it would also apply to the broadest category of adaptations and derivative works which could conceivably include compilations and collections of whole works and related subject matter. There would also not appear to be any limit to how much of any work or related subject matter could be used or any requirement for transformative acts of creation in the production of the new work. 

· ad (ii) If the use of the new unauthorized – derivative – works truly remained in the private sphere, this might serve as a basis to consider the exception as a “special case.” However, the exception goes much beyond this; it extends to the authorization (not by the author of the pre-existing work, but by the maker of the unauthorized – derivative – work) to disseminate it, to make it available to the broadest possible public that may be reached under the current dissemination systems, namely potentially to the entire Internet population. 

· ad (iii) The absence of commercial purpose of the maker of the new unauthorized derivative work does not in itself narrow the scope of the exception to a “special case” either. The right of (interactive) making available to public is one of the most important, if not the most important, means to control the use of works nowadays. The impact of allowing dissemination of adaptations or other derivative works based on protected works without the possibility of exercising the exclusive rights in those works by their authors – either in the stage of making the adaptation or other alteration or in any later stage – would result in the denial of both their right of adaptation (in the sense it is discussed above, possibly also involving the right of reproduction) and their right of (interactive) making available to the public. The impact on the rights of the authors of pre-existing works would be exactly the same no matter whether or not the adaptations or other alterations are made for commercial purposes since the adaptations or other derivative works could be disseminated – made available – potentially to the entire Internet population. The absence or presence of commercial purpose may be a criterion only from the viewpoint of the application of certain civil law remedies (for example, in respect of recovery of possible profits) or criminal sanctions (for example in respect of the gravity of the penalty that may be applied). 

50. Otherwise, it should be noted that, under the UGC provisions of C-32, the absence of commercial purpose is only required on the part of the maker of the new – derivative – work; it is not a requirement in respect of the disseminator, and the intermediaries disseminating such derivative works (ISPs, UGC platform and “social network,” “Web 2.0” operators) through the Internet usually work for profit making purposes. Therefore, legal provisions requiring reasonable cooperation from them to fight infringement committed by the users of their systems, and those establishing their liability in the absence of such cooperation represent an important factor from the viewpoint of the balance of interests between the owners of rights and the other stakeholders (see below the analysis of the reasons for which C-32 does not appear to establish due balance in this respect).   

51. Therefore, it is submitted that much more substantive criteria would be necessary to reduce the scope and nature of the UGC exception to a “special case.” In my opinion, as drafted, the UGC exception does not meet the first condition of the three-step test as it is not a “special case”.

51. If we still proceed to the second step, that is, to the condition that an exception must not conflict with a normal exploitation of a work or other protected subject matter, the provision in point (d) of the new section 29.21, at first glance, might be considered to fulfill that condition. It states what seems to be a paraphrase of the second step of the three-step test: “the use of, or the authorization to disseminate, the new work or other subject-matter does not have a substantial adverse effect, financial or otherwise, on the exploitation or potential exploitation of the existing work or other subject-matter - or copy of it - or on an existing or  potential market for it, including that the new work or other subject-matter is not a substitute for the existing one.” 

52. The problem with this criterion is exactly its general nature. It does not differ so much from a possible provision according to which the fair dealing exception would be extended to the making of derivative works without commercial purposes but then disseminating them through online systems working for commercial purposes or from the adaptation of the fair use doctrine of the US law but without certain necessary conditions that would be particularly relevant in the given context. This is so since point (d) of section 29.21 and the introductory lines of the section together only contain – more or less in a similar way – the first
 and fourth
 criteria of fair use identified in section 107 of the US Copyright Act. They do not make the exception conditional on those kinds of criteria which are provided as second
 and third
 conditions of fair use; namely the nature of the copyrighted work (the existing work serving as a basis for the making of “user-generated content”) and the amount and substantiality of the portion used in relation to the copyrighted work (again the existing work used as a basis for the “user-generated content”). Furthermore, the criterion provided in point (d) of the new section 29.21 overlooks the requirement that the three-step test is applied having regard to the overall effects on the actual or potential markets for a work. The criterion appears to be applicable only to individual cases involving a UGC work and does not consider the overall actual or potential impacts on the market when the acts are multiplied. The criterion also only expressly applies to the effect on the market for the existing work, but not on the actual or potential market for derivative works of the existing work. 

53. It is submitted, therefore that the drafters of C-32 in their efforts to establish a balance in this field has gone too far in broadening the exceptions to the rights of authors of original works in a way that the rules have become unbalanced to the detriment of authors. As an unintended consequence, conflicts seem to emerge with the provisions of the international treaties on the right of adaptation (combined with the right of reproduction in certain aspects), on the right of (interactive) making available of works and on the conditions of the application of exception to, and limitations of, those rights. In the case of the examples offered by the Government for cases covered by the UGC exception themselves may be in conflict with the normal exploitation of the works concerned. Such conflicts may necessarily emerge if the Internet is inundated by “amateur” – or not so “amateur” – videos containing the adaptation/reproduction not only of a limited portions of works but of entire works, including collective works, and by “mash-ups” without respect for the nature of the works concerned and without limits regarding the portion of the works “mashed up.”   

54. The absence of balance to the detriment of authors of works protected under the international treaties is even more conspicuous if certain other provisions of C-32 are taken into account. The Gowers report truly raised the idea of providing exceptions for “user-generated content” (which so far has only remained an idea since, under the EU directives, no such exception may be applied). However, it went along with proposals of encouraging, and if necessary constraining, online intermediaries to cooperate with the owners of rights in fighting online infringements and this is also reflected in the Digital Economy Bill adopted in the UK.   

55. The cooperation of intermediaries required by C-32 is extremely limited; it is far below the level that may be expected from them. The notice and notice system foreseen in the Bill does not make it possible for owners of right to step up efficiently against the ever more massive online infringements. An adequately regulated notice and take down system – with the possibility of counter-notice, and guarantees against the possible misuse of the system either by the owners of rights or the infringers – could establish a much more adequate balance resulting in quick removal of materials the infringing nature of which is more or less obvious and in only delaying the solution of the disputes, and burdening with them the judiciary, in the rare cases where more complex issues are to be decided for which truly the intervention of courts are needed.  To the contrary, C-32 would seem to permit online intermediaries to knowingly host infringing content with no liability for not removing or disabling access to it.

56. At the same time, it is a commendable positive aspect of C-32 that it provides in the new section 27(2.3) and (2.4) for a kind of contributory liability of intermediaries. A notice and take down system would work harmoniously with the legal-political approach reflected in those pioneer provisions. It would be also in accordance with this well-balanced approach if – and this would be badly needed to avoid undue lack of accountability and intentional blindness by these key actors – the Bill provided for clear obligation of the intermediaries to have consistent policy against repeat infringers with the possibility – and, even the obligation – of suspending their accounts temporarily or to reduce the services to a level which may create obstacles to continued massive infringing activities.  

57. The ideologues and advocates of the remix and mash-up “culture” refer to the present copyright system with a critical overtone. They accuse it of serving as a basis for “permission culture” and propose its replacement by “free culture” where, inter alia, there would be no need for authorization for the making of derivative works. We might subject these suggestions also to a thorough legal-political scrutiny and might point out the weak points of the theses on which they are based. Namely that it is not true that this change of paradigm would be necessary because the scope of protection has been too much extended recently. The truth is rather that the recent changes in the international norms have only served the basic objective that, as a result of them, the essence of copyright might remain unchanged and it might continue serving its important public-interest objectives to promote creativity, cultural production and, through this, cultural diversity. There is also a huge number of examples – representing the overwhelming majority of the works and object of related rights protected – to refute the lightly made sweeping statements according to which the works protected by copyright are nearly always made as kinds of derivatives of existing works. And it might also be questioned with quite great emphasis whether it is truly a sober legal-political and cultural strategy to give advantage to mere imitations and reuse of existing works to the detriment of  continued incentives of creating genuine original works though adequate protection of authors’ exclusive rights, including their right to authorize making derivatives of their works.

58. However, the key factor that may and should be emphasized is that, if the allegation on the basis of which the copyright system is criticized as serving as a basis for a “permission culture,” is considered more thoroughly, it rather confirms the balanced nature of copyright. Namely that it is neither a “prohibition culture” nor a “free for all culture.” Permissions mean, of course, both permissions by the owners of exclusive rights and permissions granted by the law in those cases where exceptions and limitations are justified. Furthermore, it is quite obvious that the genuine interests of the owners of rights do not dictate denial of permissions but granting permissions under reasonable conditions, also taking into account that it would be counter-productive to neglect the desires and attitude of the users and consumers of their works. 

59. There are concrete examples to illustrate that the issues related to “user-generated content” may be solved without unnecessary exceptions and limitations of the exclusive rights, provided that the legal norms of liability of intermediaries for the infringements of copyright are suitable to guarantee their adequate cooperation. An obvious and persuasive example for balanced application of copyright in respect of “user-generated content” is the agreement between certain major owners of rights and major online intermediaries laid down in the “UGC principles” and made available on the website www.ugcprinciples.com. 

60. An example for the potential of such inter-industry cooperation and its use for reasonable settlement of the issue of “user-generated content” is the “blocking, tracking, monetizing” system of YouTube, which makes it possible for the owners of rights to adapt the exercise of their exclusive rights in due balance with maintaining their chance for normal exploitation of their works and the expectations of their users and consumers. The system makes it also possible to accept – and this possibility is used in fact by the media companies – mash-ups, due to the limited portion of the works used, and other circumstances of such derivative uses. They may not instruct YouTube to block access to them (which is only one of the three possible measures), but rather choosing the option of merely tracking such cases identified by the filtering technology applied by YouTube with the assistance of the identification data offered by them, or of including them in the “monetizing” category (allowing their continued use subject to a share derived from the related advertisement revenue obtained by the intermediary).

61. In view of the promising developments in the application of such voluntary systems, it seems to be particularly advisable to avoid trying to solve the issue of “user-generated content” on the basis of a sweepingly broad exception which carries the danger of creating unintended consequences, among them conflicts with certain international norms that are binding, or with the hopeful ratification of the WCT and the WPPT, will be binding, on Canada including the second condition of the three-step test.

62. It seems justified to also pay attention to the possible moral-rights implication of the draft the provisions of C-32 on “user-generated content” taking into account that the opening of the door to any kinds of free alterations of protected works may inevitably involve uncontrolled alterations that may be suitable to violate the integrity of the works concerned. Such violations may be more safely avoided if the authors of the existing works are in the position to exercise their exclusive right of adaptation (duly combined, when appropriate, with the right of reproduction). Although the right of integrity is maintained irrespective of the fate of the economic rights, the safeguard guaranteed for the respect of this moral right by the indirect control through the exercise of the relevant economic rights seems to be removed by the UGC provisions of C-32.    
63.  The extensive adaptations that individuals would be free to make also have implications for the third step which assesses whether an exception would unreasonably prejudice the legitimate interests of the author. These interests mean both pecuniary and non-pecuniary interests.
 They include the moral rights of the author as well as the author’s legitimate interests in controlling the adaptations and future uses of his or her work. As referred to above, the safeguard guaranteed for the respect of the moral right of integrity by the indirect control through the exercise of the relevant economic rights seem to be removed by the UGC provisions of C-32. Further, paragraph (d) of the provision only provides limited protection against certain adverse effects on the exploitation or potential exploitation of the work. There is no protection for the reasonable interests of authors in being able to authorize the creation and dissemination of adaptations which they might find objectionable on literary, artistic, moral, political, or other grounds, or the juxtaposition of their works or adapted works with other works or new works, or causes which they may find objectionable on any number of grounds. 

For these reasons, I am of the opinion that the proposed UGC provisions would also not pass the third step of the test.

CONCLUSIONS

64. In my opinion, the provisions of C-32 on “user-generated content” may lead to unintended consequences.  Such consequences include possible conflicts with certain provisions of the Berne Convention, and thus also of the TRIPS Agreement and the WCT.

65. The best solution might be to postpone the inclusion of such broad general provisions on UGC, and rather to limit the current revision of the Canadian Copyright Act to an adequate extension and application of the fair dealing defense to parody and satire, which are those special categories of “user-generated content” which may truly justify new provisions currently. 

66. As regards the making and disseminating UGC that is not qualifying as parody or satire, it appears to be advisable to wait with the statutory regulation in order to leave chance for voluntary, cross-industry agreements that seem to be able to solve the issue in a well-balanced and user-friendly way without unjustified limitation of the relevant exclusive rights of authors and other owners of rights.   

67. If the provisions on UGC still were  maintained in the Bill, it would be necessary to include more detailed provisions to eliminate conflicts with the international copyright norms, in particular with those on the three-step test.

68. In any event, it would be necessary to reconsider and redraft the provisions concerning the obligations and liability of intermediaries with the purpose of guaranteeing their more active cooperation with owners of rights that may be expected from them in fighting online infringements (which under the current draft does not seem to be ensured).

Budapest, October 23, 2010.

                                                                                                 dr. Mihály Ficsor,                                                                              

                                                                                                  former Assistant Director General of WIPO,      President, Hungarian Copyright Council
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