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The Effects of Copyright Enforcement

On Production and International Trade in Copyright Products

   During the past 30 years, innovation, technology development, and knowledge-based industries have emerged as the engines of global economic growth.  Economists and policy makers recognize that information is now arguably the primary input into economic processes (Melody, 1985; Kelly, 1997; Stiglitz, 1999; Michalski, Miller & Stevens, 1999) and that the legal regimes surrounding information ownership, access, and distribution essentially structure the bottom of the national and international economic-value chains (Porter, 1985).  


Within the knowledge economy, there are at least four points at which information intersects with other economic processes to create value: creation, production, distribution, and innovation. Economists argue that timely access to emerging information is now a necessary condition for successful participation in the global economy, while developing nations recognize that the content and information-production industries will be among the most robust and valuable industries of the 21st century.  

 
This essential shift in the structure of the global economy, which is often called a “knowledge economy,” remains poorly defined and imperfectly understood.  That the phenomenon is real, however, is generally accepted, even as economists acknowledge that they remain uncertain how to measure such intangible factors as information, knowledge, innovation, and their effects on the larger economy (Shapiro, Price & Mayer, 2000).

   
But there is little doubt that, in the future, the economic strength and social and political stability of nations will depend in large measure on their ability to produce, distribute and access information and other forms of “content.” Copyright is considered to be one important element of the information economy, and includes both information and entertainment products. Largely ignored in this discussion is the role of media freedom generally. This study examines the relationships between international copyright regimes, media freedom, and the development of national copyright industries.

  Copyright and the Development of Content Industries

In addition to the economic effects that come from access to information and ideas, the production of ideas and content -- what Goddard (1990) called the “tradeable information sector” of the economy -- is a major and growing industry worldwide (Beale, 1996). Media economists categorize four distinct business sectors in copyright industries, all of which create value: content creation, which includes the creative aspects of knowledge and content development; production, which includes the physical manufacturing of content products; distribution, which includes international export and import of content; and exhibition, which includes such companies as theater chains and local cable systems (Albarran, 1997).

The U.S. case is illustrative. In 2007, the core copyright industries across these four sectors were credited with contributing 6.4% percent of the U.S.'s gross domestic product (GDP) or a total of $889.1 billion, up from 4.3% in 1997 (Siwek, 2009). Total copyright industries were estimated to have contributed $1.52 trillion to the U.S. GDP, or 11.1% (Siwek, 2009).  Growth in the core copyright sector between 1977 and 1997 and again between 2003-2007 was more than double that of the U.S. GDP as a whole and was one of the leading sectors in new job creation for the period, employing 5.6 million people by 2007, or 4.5% of the U.S. workforce (Siwek, 2009), up from 2.9% in 1997.

Import and export of content represents a significant element in many nations’ foreign trade balances. The U.S. Department of Commerce estimated that in 2010, U.S. exports receipts from royalties and license fees in the information and communication sector, which includes copyright products such as television, books, and software, were almost $95.8 billion.  Such figures make clear why many industrialized nations, which produce the largest percentage of tradeable information commodities, have sought stronger international copyright protections since the 1980s.

   UNESCO’s data on foreign trade in content products shows just how unusual the U.S.’s experience is, however (Table 1).  During the three years examined in this study, no more than 26% of the countries for which UNESCO reported data had a positive trade balance in any given year for a given product.  Those figures were consistent with earlier findings that examined UNESCO trade data across more than a decade (Hollifield, Becker & Vlad, 2003). 
While there is general agreement about the importance of information to modern economies and about the value of copyright industries in general, it is less certain how copyright regimes actually influence information access and the development of content industries. Proponents of strong copyright laws argue that regulation is in the best interest of all nations because it encourages ideas- and content creation by giving content producers a direct economic return (Priest, 1994; Bugliarello, 1999). They contend that without the economic incentives provided by copyright protections, innovators will have little reason to make the investment of time and intellectual capital involved in developing new and diverse information, knowledge and content products (Priest, 1994; Towse, Handke, & Stepan, 2008).  However, they also argue that in the global knowledge economy, it is no longer sufficient simply to pass domestic copyright regulations. A nation’s domestic copyright laws must be acceptable to the international community (Bugliarello, 1999), and must be rigorously enforced (Dalziel, 1998).  Without such protections, according to the argument, it is impossible for a country to capitalize on content distribution or, in some cases, to recoup the development and production expenses involved. 
Copyright protections also are necessary to prevent domestic knowledge and content industries from being overwhelmed by foreign competitors before they have the chance to become established and stable. This argument recognizes that where national copyright laws are weak, piracy and digital technology allow foreign content to be priced below domestic content, because the authors of domestic content must be paid. Local production will be suppressed by below-production cost pricing and local authors eventually may be forced out of the market altogether.   

Additionally, nations permitting black markets in content products may lose the tax revenues and export income that would be derived from legitimate industries. Thus, copyright proponents believe nations that either have strong content industries or have ambitions to develop them have a vested interest in supporting the strengthening of international copyright laws.  

Conversely, developing nations argue they can’t afford timely access to emerging content and, if forced to pay, will remain locked out of the knowledge economy. According to this counterargument, strong international copyright regulations reinforce the information and, therefore, economic divides between rich nations and poor.  In order to be able to survive and compete in the 21st century Knowledge Economy, developing nations argue their people and industries must be able to access content whether or not they can afford to buy it at market value (Jussawalla, 1992).   They also argue that copyright regimes negatively impact freedom of expression, exploit creators and favors large corporations (Towse, Handke, & Stepan, 2008)
Critics of strong copyright regimens have argued that the issue of export and foreign trade is a primary motivation for the current policy trend towards stronger copyright laws. However, the advent of new satellite and digital networking technologies -- and the expanded capacity for information and entertainment content that they provide -- have created openings for new players in global content production industries.  Recognizing the low-capital intensive and environmentally clean nature of content-production businesses, many developing nations have become increasingly interested in creating their own content industries. That ambition has created an increased interest in stronger international copyright protections even among developing nations.
Empirical Research on Intellectual Property Rights and Economic Development 
One of the problems facing policy makers in both developed and developing nations as they debate these positions is the absence of empirical evidence on either side of the dispute. Maskus (2000), who has done the most important work in this area, has noted that economists did not even attempt to test the effects of differences in intellectual property right legislation and enforcement until the 1990s. The consequence has been, he notes, that both those arguing for and against strong controls have done so without empirical support for their positions. 

Intellectual property laws, which include copyright laws, govern the boundary between the public and private interests in knowledge by structuring information ownership, reproduction, dissemination, and access. Whether current international copyright regimes support the creation of copyright industries and innovation, are a threat to that creation, or some combination of the two is currently unclear and may well depend largely on local conditions.  Arguments abound on all sides of the debate, but the difficulty of measuring knowledge and information-based inputs and outcomes makes it difficult to empirically assess the impact of current copyright regulations. 
Some evidence from research on other types of intellectual property laws supports contentions that strong copyright laws should help information access and content industry development. Strong domestic patent laws were associated with an expansion of bilateral trade in one study, (Maskus & Penubarti, 1977), while another found direct investment in foreign subsidiaries was lower where intellectual property rights protections were weak (Maskus, 2000).  Research also provided indirect evidence that strong trademark legislation led to increased access to even low-technology goods, while weak patents were barriers to manufacturing exports. Other work showed market expansion took place, if protection against imitation existed, particularly in patent-sensitive industries (Smith, 1999).  Finally, research showed intellectual property rights (IPRs) were strengthened by countries as economic development increased (Maskus & Penubarty, 1995), while other work found that IPRs did not stimulate productivity growth directly, but did so indirectly by stimulating R&D investments (Park, 2010).  
There is less empirical research that directly addresses the relationship between copyright regimes and copyright industries, at least partly because little systematic measurement of copyright and its impact exist, except for partial statistics for various industries (Png, 2006). Three dimensions of copyright have been examined by scholars: duration (the length of time for which copyright is in effect), depth (which aspects of the creation process are protected), and breadth (limits on re-sale, rental and fair-use). 
Landes and Posner (2003) said that the tension between economists’ attitudes toward copyright comes from their opinion on the duration of the copyright term. Those who plead for an indefinite term argue that all valuable resources should be owned in order to produce incentives for efficient use. Those who support limited copyright terms argue that transaction costs may get extremely high, if licenses must be obtained to use all previous intellectual property, and, as a result, products of lower quality would be created. Examining the effects of legal changes on copyright, Landes and Posner found that the 1976 Copyright Act and the 1988 Berne Convention had statistically significant impact on new copyright registrations (p. 247). An original drop in copyright registrations in the year after the Act took effect was followed by a 16% increase associated with the Act. The Berne Convention, according to the authors produced a 10% increase in registration.
Also supporting the argument in favor of copyright protections, piracy of copyright products has been found to have direct negative effects on copyright industries. Hui and Png (2003) found high piracy levels reduced the demand for legitimate music products, while De Vany and Walls (2007) found Internet piracy had a similar effect on legitimate box office revenues for films. In a study of 26 OECD countries between 1991-2002, Png and Wang (2006) found a positive relationship between the extension of copyright duration and movie production. But a similar study of the U.S. and Canada between 1985-2005 did not find that statutory changes had a significant impact on the flow of copyright applications (Baker & Cunningham, 2009).  Hollifield, Vlad, and Becker (2003) found stronger copyright protects were related to higher levels of per capita production of books and newspapers and higher levels of exports of copyright products.
There also, however, is counter evidence from research to the argument that strong copyright regimes encourage the development of copyright industries. Supporters of the argument that developing nations need weak copyright regimes until they have the opportunity to industrialize cite the examples of Japan and, later, China. Both nations experienced their greatest growth during periods in which they maintained weak copyright protections. Research using data from 107 countries suggested that “copyright-related capital” (CRC), defined as the form of capital that embodies or transmits copyright materials, had a positive impact on a country’s economic development, while copyright policies themselves had only a modest effect (Smith, Da’ar, Monroe, Nunez, & Tuttle, 2009).
Similarly, a study of how population, economics, legal changes, and technology influenced U.S. copyright registration from 1870 through 2006 found that increased copyright protection had little positive impact on the number of new works created, and that a stronger relationship existed between reduced copyright protections and increased production (Ku, Sun, & Fan, 2009).  Hollifield, Vlad and Becker (2003) found that while domestic book and newspaper production and exports rose with copyright protection, textbook production increased with higher levels of piracy, supporting the argument that weak copyright enforcement helps developing nations make gains towards participating in the knowledge economy.
Other research suggests culture, political and economic environments, and organizational size rather than copyright laws specifically are associated with copyright industry production and piracy levels.  Hofstede (1980), Marron and Steel (2000) found richer countries and countries with a tradition of individualism tended to have lower piracy rates, while countries with cultures emphasizing the importance of sharing had significantly higher piracy rates. Countries with greater economic and political freedom and greater diffusion of the Internet and computer technology were found to be more likely to promote the legal use of software (Goel & Nelson, 2009).  Within countries, copyright effects have been found to vary by organizational size. Hanke (2010) concluded that copyright laws restricted innovation by smaller record companies in Germany by increasing costs, while larger incumbent companies benefitted from stronger copyright regulations.
  Given the importance of information in society, lesser-developed nations argue there should be differential international copyright regulations based upon the nature of the content in question and the economic strength of the nation seeking information access (Maskus & Penubarty, 1995).  Under this argument, copyright laws should treat textbooks, technical reports, scientific journals and other knowledge-and-educationally based content products differently than Hollywood films, novels and entertainment products. Less-developed nations also argue they should have compulsory access to knowledge materials at reduced rates (Altbach, 1995), and research has shown that, in fact, weaker copyright enforcement was associated with higher levels of domestic textbook production, although not book production overall (Hollifield, Vlad & Becker, 2003).  Critics of these proposals counter that such measures would lead to foreign “dumping” of content products on developing nations, which would destroy domestic content industries (Malhotra, 1995).

Media Freedom, Economic Development and Content Industries

In the debate over copyright regimes, the issue of media freedom is rarely raised.  That’s despite the fact that the arguments about copyright laws focus on the domestic and international legal regimes surrounding information creation, ownership, distribution and access – the same regimes that concern scholars and policy makers interested in media freedom.  

The concept of media freedom has a long history both in the political science and mass communication literatures.  In contrast, however, to the debates on copyright which focus on how information laws affect the development of domestic copyright industries and national economies (Porter, 1985), research on media freedom has been driven primarily by interest in how media laws affect domestic political development.  That there is overlap in the two schools of research is unmistakable. Many definitions of media freedom include specific references to the four points of value creation of interest to economists and copyright specialists:  freedom of creation, production, dissemination and access.  

 Weaver (1977), for example, distinguished three components of press freedom: the relative absence of government restraints on the media, the relative absence of nongovernmental restraints, and the existence of conditions to insure the dissemination of diverse ideas and opinions to large audiences. Piccard (1985) distinguished between negative press freedom (the absence of legal controls, such as censorship) and positive press freedom (the ability of individuals to use the media). According to McQuail (2005), the concept of media freedom includes both the degree of freedom enjoyed by the media and the degree of freedom and access of citizens to media content. Price (2002, p. 54) argued the “foundation requirement” for media freedom was that government did not have a monopoly on information. For Rozumilowicz (2002), the question of control was the critical to consideration. She argued there must be a diffusion of control and access supported by a nation’s legal, institutional, economic and social-cultural systems. Thus, free and independent media “exist within a structure which is effectively demonopolized of the control of any concentrated social groups or forces and in which access is both equally and effectively guaranteed” (Rozumilowicz, 2002, p. 14). Finally, a few scholars (Hachten, 1987; Hagen,1992; Breunig, 1994) have gone so far as to argue explicitly that definitions of media freedom should include concepts such as the role of media in nation building, economic development, overcoming illiteracy and poverty, and building political consciousness. 
Although there has been considerably more research conducted on media freedom, relatively little has attempted to connect indices of media freedom to measures of economic development, and no research has examined the relationship between media freedom and the development of domestic content industries.

Research Questions and Hypotheses
RQ1:  What are the relationships between strength of copyright protection, media freedom, and the development of domestic copyright industries?
H1:  Strong copyright protection will be positively related to export levels of 

a) Newspapers

b) Books

c) Films

H2:  Media Freedom will be positively related to export levels of 
a) Newspapers

b) Books

c) Films

Method
That the arguments surrounding the effects of copyright laws on national economic development need to be tested is clear. In such a test, following the theoretical arguments advanced in this paper, copyright law and enforcement would be an independent variable representing public investment in the protection of intellectual property rights. National production and trade levels in copyright products would be the dependent variable. 

Two approaches to measuring copyright regimes are available: “Special 301” classification schemes developed by the U.S. Trade Representative and the International Intellectual Property Alliance, and an index of copyright enforcement developed by Park (2005; Personal Communication, March 2011) that measures the number of international copyright treaties to which a nation is signatory in a given year.  

Both measures have limitations.  The “Special 301” classification purports to measure copyright piracy levels in specific countries. The lists place countries judged to be most guilty of piracy on a “Priority Foreign Countries List,” followed at the second level by countries on the “Priority Watch List.” Countries that also are known to pirate but at a more limited level are placed in the lowest-level classification, the “Watch Lists.”  

While helpful, the classification scheme also is flawed as an empirical measure because the U.S. Trade Representative’s office uses a variety of criteria for classifying countries according their level of piracy, including recommendations from outside organizations. There also is variance in how countries are classified because of subjective considerations, which can cause a country’s classification to change from year to year.    Additionally, only countries that pirate at a level that economically threatens U.S. industries are included on the lists.  Thus, from a measurement standpoint, small countries with weak copyright enforcement are grouped with countries that have strong copyright enforcement in that they, too, are simply not on the lists. Finally, the IIPA indices are based in part on piracy of software and recorded music products, which were not included as dependent measures in this study.   

The second measure of copyright enforcement is an index developed by Park (2005; Personal Communication, March 2011).  The index measures the number of existing copyright treaties to which a country was signatory in a given year as a measure of the strength of international copyright compliance (Reynolds, 2003).  Unfortunately, however, the Park index is available only for three years, 1995, 2000 and 2005.  Thus, only those three years are included in this study. 

The second independent variable used here is media freedom. Since 1980, Freedom House, a non-governmental organization based in Washington, D.C., has conducted a media freedom survey–Freedom of the Press: A Global Survey of Media Independence–covering up to196 countries and territories (Freedom House, 2010). 


To measure the press freedom concept, Freedom House uses several dozen analysts and senior-level advisers to assess the political, legal, and economic environments of each country (Freedom House, 2010). The raters use 23 questions divided into three broad categories covering the legal environment, the political environment and the economic environment of each country.   Ratings are reviewed individually and on a comparative basis in a series of six regional meetings with the analysts, ratings advisers with expertise in each region, other invited participants, and Freedom House staff.  Each country is rated in these three categories and assigned a value, with higher numbers indicating less freedom.

Data on national production and trade levels in copyright products, the dependent variable for the proposed analysis, are difficult to obtain.  UNESCO is generally considered the best source of data, and the organization has made substantial progress in recent years in standardizing reporting measures on copyright industry trade and production. However, the data are still based on self-reports from individual nations and are inconsistently available. 

Production figures for copyright products, which are among the data collected by UNESCO, would be appropriate output measures for the study of copyright’s consequences. The UNESCO data, while helpful, would not necessarily offer insight into one of the key arguments of the copyright debate – that weak copyright laws undercut development of domestic knowledge. For example, weak copyright legislation and enforcement might help create vibrant production and distribution industries in pirated content products, but still not support local content creation. 

Similarly, cumulative measures of trade balances on content products also might be used as a measure of copyright effects. A positive trade balance or high per-capita levels of exports would be expected to reflect relatively strong content creation, production, and distribution industries. However, at some level, such measures reflect the global production levels of copyright industries as opposed to the effectiveness of a particular industry segment within a particular country. A small nation might have a vibrant domestic knowledge industry but still have a negative trade balance in content products because of the sheer volume of information produced outside its borders. Global and even national trade data cannot effectively measure the economic activity of a domestic industry segment. 
Finally, piracy rates or revenue losses to piracy by content producers might be used as a measure of the strength of copyright laws and enforcement. However, such data offers limited insight into the consequences pirating nations may experience in terms of domestic production. Moreover, loss estimates tend to be greatly inflated because they are based on assumptions that every pirated copy sold otherwise would have been bought at full-price (Hoskins, McFadyen, & Finn, 2004).
In summary, there are a number of ways the relationship between international copyright laws and national economic development might be measured. None, however, offers a comprehensive view simply because of the complexities of the relationship itself and the possibility that the relationship may vary along the knowledge-production chain. Strong copyright laws may enhance knowledge-creation and international trade in content products but harm access and domestic distribution. Similarly, weak copyright laws may undercut creation and international trade, while spurring access and domestic distribution.
Two other independent variables also were examined in this research, although not hypothesized.  GDP per capita was used to examine the relationship between development and export of copyright commodities. Also examined was the World Bank’s “Knowledge Economy Index (KEI) (World Bank, 2011) for 146 countries.  The KEI uses 109 variables to measure countries’ performance on 4 “pillars” related to a knowledge economy:  Economic Incentive and Institutional Regime, Education, Innovation, and Information and Communications Technologies.  The index data are available for 1995 and for “most recent,” with the year unspecified.  For purposes of examination, the “most recent” index was correlated to 2005 trade data.

GDP per capita data were not available for 1995.  GDP Per capita and the KEI index were strongly correlated (.81), so GDP was dropped as a variable in some analyses.
For purposes of the analysis, UNESCO’s country-by-country data on international trade in books, newspapers and films were used (UNESCO Comstat, 2011), standardized for population size. UNESCO reports trade data in U.S. dollars. International trade balances were measured as the difference between the figures for the import and export for newspapers, books, and films. The countries for which UNESCO had production and trade data also were classified and coded according to their positions on the International Intellectual Property Alliance’s (IIPA) “Special 301” Recommendations list, Park’s copyright index, and Freedom House measures of media freedom.
Because the data represent a census of all countries and years for which the data were available, tests of statistical significance were not used here. However, results that would have been significant had they been based on a random sample are flagged as such for readers’ information.
Findings
Analysis of the data suggests there is considerable variance across copyright industries in terms of their sensitivity to national and international legal regimes (Table 2).  Of the three types of copyright industries examined, newspaper publishing appeared to be most sensitive to the legal climate of individual countries, with the film industry appearing to be somewhat sensitive to media freedom issues, but not particularly sensitive to copyright enforcement.  Only weak negative relationships were found between the export of books and measures of freedom and copyright enforcement.
Of the three measures of copyright enforcement and media freedom used, media freedom had the strongest positive relationship with increased exports of copyright products. Because the media freedom measures are negatively scored with higher numbers indicating less freedom, negative correlations indicate a positive relationship between media freedom and increased exports. Media freedom positively correlated with newspaper exports in all three years examined, with the strength of the correlation growing over time to become moderate by 2005.  Although positive correlations between media freedom and film export values per capita were weak, they also grew steadily over time.
In contrast, both the Park and IIPA copyright indices showed weak or zero order correlations between copyright enforcement and the export value of book and film products.  For newspapers, the Park index showed a weak, although potentially significant, correlation between copyright adherence and exports but the relationship declined over time.   The IIPA index showed a weaker relationship between enforcement and newspaper exports that was fairly stable across the three years.  
Thus, Hypothesis 1a, that strong copyright enforcement would be positively related to newspaper exports, was supported.  H1b and H1c, which hypothesized the same relationship for books and films, were not supported.  H2a and H2c, which hypothesized that media freedom would be positively related to the value of exports in the newspaper and film sectors also were supported.  H1b, which hypothesized a relationship between media freedom and book publishing, was not supported. 
Not hypothesized, but clearly important were the relationships between GDP per capital, the Knowledge Economy Index and exports in media products.  The strong correlation between the two measures indicates the numerous variables included in the World Bank’s KEI are major contributors to national wealth.  Table 2 shows the relationship between national wealth, knowledge economy factors, and media exports were generally moderate and fairly stable over time.  There clearly is, however, variance in the relationship across media sectors.  Not surprisingly, newspaper exports--an information product-- were most strongly correlated to GDP and the KEI, while books, which can be information or entertainment, were also moderately correlated with both, but the relationship was weaker.  Film exports, an entertainment product, also were potentially significantly correlated with both GDP and the KEI, but the relationship was weak.

Table 3 shows that when the two primary independent variables are regressed on copyright export values per capita, being a signatory to international copyright regimes ceases to be a factor in prediction.  Media freedom was, however, a factor in predicting exports in two media sectors – newspapers and books – in 2005, although neither independent variable was strongly related to copyright exports in 1995.  More strikingly, both copyright compliance and media freedom were highly related to involvement in the Knowledge Economy as measured by the World Bank, with Media Freedom clearly being the more significant factor in those relationships.  Also interesting is that the data suggest that neither copyright nor media freedom are significant factors in predicting the export of films. 
Conclusion

 
Data from this study suggest that while copyright enforcement may be weakly associated with development of domestic copyright industries, a far more important factor in supporting national growth and trade in information and content is the national regime governing media freedom.  A legal, political and social environment supporting free expression and media plurality appears more effective in encouraging increased domestic copyright industry production and trade in copyright products than is increased copyright protection alone. 
The correlational data show that the relationship between media freedom and trade in information products varies across copyright industry sectors with the strongest relationship, not surprisingly, being in the news – that is, information -- sector.  Nevertheless, the data suggest national laws governing expression may also influence production in some entertainment media sectors, including the film industry, although they appear to have little impact on domestic book industries.  That finding is perhaps not surprising. Nations with low levels of media freedom have often developed rich literary communities that produce internationally acclaimed works – often acclaimed for the having directly challenged or skillfully eluded government controls on content.  Film producers, however, are rarely as successful in avoiding regime influences on content, making the works less valuable in external markets. 

The project’s findings also indicate that, while international copyright regimes might have been more important in encouraging or discouraging domestic media production in the last century, their impact may be waning.  The correlation between copyright enforcement and international exports of media products declined between 1995 and 2005, while the relationship between media freedom and media exports increased in two of the three copyright industry sectors examined.  

Although it’s impossible to tell from this study why media freedom appears to be becoming a more important factor in the development of domestic copyright production, a number of potential explanations are available.  Over time, more countries have signed the international copyright accords included in the copyright indices, reducing the variance on the copyright index across countries.  Similarly, during the decade examined, many nations liberalized their media systems in the wake of political transitions such as in Eastern Europe and in the face of the greater openness forced by the growth of digital networks.  Foreign direct investment in the media sector followed liberalization in many countries, leading to rapid growth in media competition, production and, presumably, exports (Hollifield, 1993; Hollifield, 2006; Becker, Hollifield, Jacobsson, Jacobsson, & Vlad, 2009).
The regression analysis confirms the growing importance of media freedom as a predictor of copyright industry value, particularly in information sectors of the media.  Copyright compliance as measured by the number of intellectual property treaties a nation had signed, on the other hand, showed no relationship with the value of copyright products produced and exported in any year. These findings were reconfirmed by the significant relationships found between media freedom and the aggregated measure of the strength of a nation’s Knowledge Economy.  While copyright also was found related to the strength of a nation’s Knowledge Economy, media freedom was a much more important factor.

The findings of the study have methodological implications for future research.  One explanation for the differences in explanatory power between copyright compliance and media freedom may be that the Freedom House measures of media freedom are based on analysis of the media’s actual performance.  In contrast, the copyright measures in the Park Index only count the number of copyright treaties signed by a country, not their actual enforcement. 

Similarly, of the two measures of copyright used in this study, the Park index, which measures at least nominal compliance with international copyright trade regimes, had a stronger relationship with media product exports.  In contrast, the IIPA index, which measures levels of copyright piracy by nations, showed almost no relationship with levels of copyright product exports by the nations examined.  While it would seem that the IIPA measures, which are widely used in policy circles, should be a stronger measure of national performance on copyright compliance than the Park Index, that does not appear to be the case, probably due to the measurement issues noted before 

These types of measurement issues are among the key limitations of the study.  Although UNESCO, the World Bank, and scholars interested in copyright issues have made great strides in the past decade in standardizing measures across countries and in more consistently collecting data, more progress is needed.  As noted earlier, testing the arguments around national and international copyright law and media freedom must remain a priority issue. The importance of the issue to individual well-being is made evident by the strong correlation found between the World Bank’s Knowledge Economy Index and UNESCO’s data on national GDP per capita.  Citizens living in countries with strong knowledge economies are, on average, much better off than those who do not.
Thus, while economists still have not developed the tools necessary to measure the short and long-term economic effects of media and copyright regimes, the fact that such laws have real and widespread economic impact is becoming increasingly apparent. The findings of this study, however, challenge the long-standing argument that lack of copyright protection will stymie information creation and dissemination.  The results reported here suggest that nations interested in developing vibrant and valuable copyright industries and greater access to information for purposes of innovation will achieve those goals more rapidly through media freedom reforms than through copyright reforms.  The study also suggests that, as critics of copyright have argued, media freedom is a more effective tool than copyright at encouraging the creation, production, dissemination and access of the type of information that feeds  research and innovation and structures the bottom of the value chain in a knowledge economy.

The debate over these issues is far more than merely an interesting intellectual or legal exercise. In the 21st century global knowledge economy, the stakes for all nations are high. As the modern economy increasingly is driven by knowledge and innovation, the ability to participate in the creation and exchange of information and knowledge in a timely manner may make the difference in a country’s ability to attain economic self-sufficiency. In the knowledge economy of the coming century, it is imperative that national and international information policies, including copyright policies, be grounded in evidence, rather than the endlessly competing arguments that, in the past, have provided the foundation of the national and international legal regimes governing media and information.
Table 1:  Percentage Countries in Database with Positive Trade Balances in Content Commodities

	
	1995
	2000
	2005

	
	%
	%
	%

	Newspapers/Periodicals

(N)
	26

(85)
	19

(118)
	21

(126)

	Printed Books

(N)
	17

(100)
	16)

(140)
	16

(147)

	Films

(N)
	25

(63)
	23

(97)
	17

(105)


Table 2:  Correlations between Export Value Per Capita of Copyright Products and Indices of Copyright, Media Freedom, and Economic Development
	
	Newspapers/Periodicals

Export Value Per Capita
	Printed Books

Export Value Per Capita
	Films

Export Value Per Capita

	1995

	GDP Per Capita
	-
	-
	-

	Park Copyright Index

(N)
	.327**
(74)
	-.102

(56)
	-.015

(85)

	IIPA Copyright Index

(N)
	.149

(85)
	-.166

(65)
	.009

(100)

	Freedom House Measures

(N)
	-.315**
(84)
	-.138

(65)
	-.116

(99)

	Knowledge Economy Index

(N)
	.560**

(75)
	.401**

(85)
	.263*

(99)

	2000

	GDP Per Capita
(N)
	.582*
(115)
	.446**
(137)
	.283**
(104)

	Park Copyright Index

(N)
	.295**
(100)
	.068

(83)
	-.001

(115)

	IIPA Copyright Index

(N)
	.138

(119)
	-.116

(100)
	.021

(141)

	Freedom House Measures

(N)
	-.400**
(.117)
	-.253

(98)
	-.184*
(.139)

	Knowledge Economy Index
	-
	-
	-

	2005

	GDP Per Capita

(N)
	.585**
(126)
	.473**
(138)
	.192*
(105)

	Park Copyright Index

(N)
	.181

(103)
	-.014
(91)
	-.036
(115)

	IIPA Copyright Index

(N)
	.195*
(128)
	.025
(106)
	.122
(148)

	Freedom House  Measures

(N)
	-.475**
(124)
	-.139
(104)
	-.256**
(144)

	Knowledge Economy Index

(N)
	.577**

(113)
	.447**

(123)
	.208*

(99)


Note:  *p < .05; **p < .01.

 Table 3:  Regression of Media Freedom and Copyright on Trade and Knowledge Economy measures, 1995 & 2005
	
	Media Freedom
	Park Copyright Index
	R2

	1995

	Newspaper

Exports per Capita
	-.22
	.23
	.12*

	Printed Book

Exports per Capita
	-.143
	-.082
	-.008

	Film Exports per Capita
	-.271
	-.230
	.032

	Knowledge Economy

Index
	-.616***
	.173*
	.519***

	2005

	Newspaper

Exports per Capita
	-.471***
	-.033
	.193***

	Printed Book

Exports per Capita
	-.291**
	-.148
	.057*

	Film Exports per Capita
	-.171
	-.076
	.003

	Knowledge Economy

Index
	-.595***
	.210***
	.492***


Note:  *p < .05; **p < .01; ***p < .001.
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