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FOREWORD

Eric H. Smith
International Intellectual Property Alliance (11PA)

This report, prepared for the International Intellec-
tual Property Alliance by Steve Siwek of Economists
Incorporated, is the eleventh in a series dating back
to 1990. The 2006 Report again shows that the U.S.
copyright-based industries continue to be one of
America’s largest and fastest-growing economic sec-
tors. These studies have continually demonstrated
that the creation of knowledge-intensive intellec-
tual property-based goods and services is critical to
the continued economic growth of this country.

The IIPA is a private sector coalition of seven trade
associations with over 1,900 U.S. company mem-
bers producing and distributing materials protected
by copyright laws throughout the world. For over
20 years, IIPA and its members have been work-
ing to improve the copyright law and enforcement
systems in countries to deter piracy, strengthen le-
gal foundations, foster technological and cultural
development, and encourage local investment and
employment.

In 1990, IIPA commissioned Economists Incorporat-
ed to prepare a report — the first of its kind — mea-
suring the economic impact and trade role of the
copyrightindustries in the U.S. economy. The report
[IPA issued two years ago, The 2004 Report, was
the first to use the new definitions and methodol-
ogy for measuring the role of copyright industries in
domestic economies that were the result of a 2003
research study published by the World Intellectual
Property Organization (WIPO), Guide on Surveying
the Economic Contribution of the Copyright-Based
Industries (WIPO publication 893(E)), to which
Steve Siwek contributed as a key expert.

Our new 2006 report continues to follow the WIPO
methodology and thus allows inter-country compar-
isons with similar studies done in other countries.
This 1IPA report again includes comprehensive data

on the value-added contributions of the copyright
sectors to the U.S. economy, these sectors’ rate of
economic growth, their employment and employ-
ports. New in this report are data on the average
ment growth, as well as data on foreign sales/ex-
wage compensation for employees in the copyright-
based industries and, for the first time, a measure-
ment of the percentage contribution of this sector to
the overall growth in the U.S. economy.

Spurred by the issuance of the 2003 WIPO Guide on
surveying the economic contribution of copyright-
based industries, a number of countries have either
published similar studies or are in the process of
preparing such reports. For example, studies have
been concluded in Singapore, Latvia, Hungary, and
Canada (WIPO publication 624e, which also contains
The 2004 Report on the U.S.). Studies are underway
or about to be launched in Malaysia, the People’s
Republic of China, Brazil, the Philippines, Mexico,
Colombia, Peru, Jamaica, Lebanon, Morocco,
Bulgaria, Romania, Croatia, Russia and Ukraine.
Proposals are just now being examined by many
more governments. These studies all reveal the
key role that copyright plays in economic growth,
regardless of a country’s level of development.

[IPA’s U.S. studies and the other country studies
that have and will follow, by demonstrating the im-
portance of the creative industries to social and eco-
nomic development, create the political underpin-
nings for eliminating or liberalizing the significant
market access barriers that still exist for copyright
products around the world, including the most dam-
aging of them all, copyright piracy. Through creating
awareness of the need to provide full market access
and effective copyright protection and enforcement,
we hope IIPA’s studies and those of other countries
will contribute toward governments nurturing cre-
ators and supporting the creative process.
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EXECUTIVE SUMMARY

This report, Copyright Industries in the U.S. Econ-
omy: The 2006 Report, completed by Economists
Incorporated, updates and supplements ten earlier
reports prepared on behalf of the International Intel-
lectual Property Alliance (“IIPA”). This eleventh re-
port presents estimates of the copyright industries’
contribution to the U.S. economy through 2004 with
estimates for 2005. The report demonstrates the
continuing positive impact these industries have on
the U.S. economy.

This 2006 study continues to reflect the use of in-
dustry data classifications adopted under the North
American Industry Classification System (“NAICS”)
which has now been widely implemented by U.S.
statistical agencies. The report also follows the in-
ternational standards and recommendations pro-
pounded by the World Intellectual Property Organi-
zation (WIPQ) in 2003 regarding the development of
economic and statistical standards to measure the
impact of domestic copyright industries on domes-
tic economies.

The data in this study quantify the size and critical
importance of the copyright industries to the U.S.
economy, using the most current data available. As
in past studies, the U.S. copyright industries’ con-
tribution to the U.S. economy is measured by three
economic indicators: value-added to the U.S. cur-
rent dollar gross domestic product (GDP); share of
national employment; and revenues generated from
foreign sales and exports. In addition, for the first
time, this study includes two additional indicators
of the importance of the copyright industries to the
U.S. economy. The new indicators are: compensa-
tion per employee in the copyright industries

and the contribution of the copyright industries to
the real annual growth of the U.S. economy. As set
forth below, in the years 2003, 2004 and 2005, the
copyright industries’ contribution to the real growth
of the U.S. economy was about double the current
dollar shares of U.S. GDP achieved by the copyright
industries in the same years.

CONTRIBUTION TO THE U.S. ECONOMY/
VALUE-ADDED TO GDP -2004 AND 2005

As shown in Table 1, U.S. GDP in 2004 was $11.7
trillion. By 2005, U.S. GDP (in current dollars) had
risen to $12.5 trillion. In the same years, the “val-
ue-added” to U.S. GDP by the “core” copyright in-
dustries reached $760.49 billion or 6.48% of the
U.S. economy in 2004 and an estimated $819.06
billion or 6.56% in 2005. In 2004, the value added
to U.S. GDP by the “total” copyright industries was
$1,300.77 billion ($1.30 trillion) or 11.09% of U.S.
GDP. In 2005, the estimated value added for the
total copyright industries rose to $1,388.13 billion
($1.38 trillion) or 11.12% of U.S. GDP.

Table 1:

2004 AND 2005 (est.) VALUE ADDED
(BiLLIONS OF U.S. DOLLARS)

2004 2005 (est.)

Core Copyright Industries $760.49 $819.06
Total U.S. GDP $11,734.30 $12,487.10
Core Share of U.S. GDP 6.48% 6.56%
Total Copyright Industries $1,300.77 $1,388.13
Total U.S. GDP $11,734.30 $12,487.10
Total Share of U.S. GDP 11.09% 11.12%

*The author of this report, Stephen E. Siwek, participated as an expert at the meeting of the “Working Group of Experts of the Preparation of a WIPO Handbook

on Survey Guidelines for Assessing the Economic Impact of Copyright and Related Rights” which was co-sponsored by WIPO and held in Helsinki, Finland, in July

2002. That meeting launched the process which resulted in WIPO’s 2003 publication of its Guide on Surveying the Economic Contribution of the Copyright-Based

Industries which describes many of the recommendations and standards used in this report and in the last (2004) IIPA report on the U.S. copyright industries.

2 Copyright industry value-added figures for 2005 are “estimated” because they are derived from broader industry groups than the groups used to calculate

copyright value-added through 2004.
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To put these figures in perspective, in 2005 the
gross consumption expenditures and investments
of the entire federal government (@ much broader
measure than value added) were $874.8 billion.
This figure is only 6.8% greater than the net value
added to the U.S. economy by the core copyright in-
dustries. In the same year, the actual value added
to the U.S. economy by the federal government was
only $494.8 billion. Similarly, in 2005, the gross
consumption expenditures and investments of all
state and local governments in the United States
were $1,484.9 billion ($1.48 trillion), an amount
that is about 7% higher than the value added by the
total copyright industries. However, in 2005, the net
value added to the U.S. economy by all state and
local governments was only $1,057.5 billion ($1.05
trillion). Additional comparisons of the copyright
industry’s value added in 2004 and to other sectors
of the U.S. economy are provided in Table 2. These
comparisons clearly document the size and impor-
tance of the copyright industries today.

Tanle2: 2004 AND 2005 VALUE ADDED
COMPARISONS TO OTHER SECTORS
(BiLLions oF U.S. DOLLARS)

2004 2005

Core Copyright - Value Added $760.49 $819.06

Total Copyright - Value Added $1,300.77 $1,388.13
Federal Government:

Gross Consumption and Investment $827.60 $874.80

Value Added $475.90 $494.80

State and Local Government:

Gross Consumption and Investment $1,388.30 $1,484.90
Value Added $1,007.40 $1,057.50
Construction - Value Added $549.50 $593.50

Health Care and Social Assistance $802.70 $864.40

-Value Added

Finance and Insurance - Value Added $927.40 $1,011.50

3 Economic Report of the President, February 2006, Table B-20, page 306.

The value added estimates for the copyright in-
dustries that are contained in this report reflect
bothchanges in methodology and revisions in the
underlying data that are obtained from the U.S. Cen-
sus Bureau and by other statistical agencies. For the
first time, the estimates of copyright industry val-
ue-added make direct use of the industry-specific
estimates of U.S. value-added that are regularly
published by the U.S. Bureau of Economic Analysis
(“BEA”). These industry-specific estimates (in both
current dollar and real terms) are used as starting
points to derive the contributions made by the core
and total copyright industries to U.S. GDP.

COPYRIGHT INDUSTRY GROWTH AND
CONTRIBUTION TO GROWTH IN THE
U.S. ECONOMY

In Table 3, we report the real growth rates in value
added achieved by the copyright industries and by
the U.S. economy during the 2002 to 2005 time
frame. As shown in Table 3, for the periods 2002-
2004, 2002-2005 and 2003-2005, the core copy-
right industries achieved annual growth rates in
excess of 7.0% per year. The total copyright indus-
tries achieved comparable or even higher real an-
nual growth rates during the same periods. These
growth rates were considerably above the real an-
nual growth rates achieved by the U.S. economy as
a whole. Real U.S. GDP grew at an annual rate of
3.46% during the two years 2002-2004 and 3.48%
for the three years 2002-2005. In the same periods,
the real growth rates achieved by both the core and
total copyright industries were more than twice the
real growth rates reported for the U.S. as a whole.

“Howells, T. and Barefoot, K., “Annual Industry Accounts, Advance Estimates for 2005,” SURVEY OF CURRENT BUSINESS, May 2006, page 17.

5 Economic Report of the President, February 2006, Table B-20, page 306
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Table 3:
ReAL ANNUAL GROWTH RATES
Varue Appep To U.S. Gop
2002-04 2002-05 2003-05
Core Copyright Industries 7.50% 7-31% 7.98%
Total Copyright Industries 7.70% 7.66% 8.65%
U.S. GDP 3.46% 3.48% 3.87%

In Table 4, we compute the contribution made by
the copyright industries to the annual real growth
achieved by the U.S. economy as a whole. In ef-
fect, these calculations combine the copyright in-
dustries’ current dollar shares of GDP with the real
growth rates achieved annually since 2003. In 2003,
the core copyright industries were responsible for
14.12% of the growth achieved in 2003 for the U.S.
economy as a whole. In 2004, the core growth con-
tribution was 13.75% and in 2005, it was 12.96%.

Table 4:

2003, 2004, AND 2005 (EsT.) CoNTRIBUTION
To ReaL U.S. ANNUAL GROWTH

2003 2004 2005 (est.)
Core Copyright Industries 14.12% 13.75% 12.96%
Ratio: Growth to Share 2.21 2.12 2.00

2003 2004 2005 (est.)
Total Copyright Industries 23.28% 25.36% 23.78%
Ratio: Growth to Share 2.12 2.29 2.14

As these estimates suggest, the growth contribu-
tions made by the core copyright industries in the
years 2003, 2004 and 2005 were disproportion-
ate to their share of the economy as measured in
current dollars. Thus, in 2003, 2004 and 2005, the
growth contributions made by the core copyright
industries were at least double their current dollar
share of U.S. GDP.

The growth contributions achieved by the total copy-
right industries were even more dramatic. As report-
ed in Table 4, the total copyright industries contrib-
uted 23.28% of the total growth reported for the
U.S. economy in 2003. The comparable figures were
25.36% in 2004 and 23.78 % in 2005. As with core
copyrightindustries, the growth contributions made
by the total copyright industries in the years 2003,

2004 and 2005 were disproportionate to their share
of the economy, as measured in current dollars.
In 2003, 2004 and 2005, the contributions to real
growth in U.S. GDP that were achieved by the total
copyright industries were at least 2.1 times the total
copyrightindustry’s current dollar share of U.S. GDP.

COPYRIGHT INDUSTRY EMPLOYMENT AND
COMPENSATION — 2004 AND 2005

Employment figures for the core and total copy-
right industries for the years 2004 and 2005 are
provided in Table 5. As shown in Table 5, the core
copyright industries employed 5,344,000 workers
in 2004. These workers represented 4.07% of the
total U.S. workforce in 2004. In 2005, the number
of core copyright employees rose by 36,400 work-
ers to 5,380,400. However, total U.S. employment
also increased in 2005 so that the core copyright in-
dustries’ employment share declined slightly from
4.07% 10 4.03%.

Table 5:
2004 Anp 2005 EmpLoYMENT (IN THOUSANDS)

2004 2005

Core Copyright Industries 5,344.00 5,380.40
Total U.S. Employment 13,435.00 133,463.00
Core Share of U.S. 4.07% 4.03%
Total Copyright Industries 11,206.60 11,325.70
Total U.S. Employment 131,435.00 133,463.00
Total Share of U.S. 8.53% 8.49%

The number of workers employed by the total copy-
right industries is also shown in Table 5. In 2004, the
total copyright industries employed 11,206,600 peo-
ple. These workers comprised 8.53% of total U.S. em-
ployment. In 2005, total copyright industry employ-
ment rose by 119,100 to 11,325,700. In 2005, workers
in the total copyright industries comprised 8.49% of
all U.S. employees, down from 8.53% in 2004.

In this report, we also present estimates of the to-
tal compensation paid to workers in the core and
total copyright industries in 2004 and 2005. In
these calculations, worker compensation includes
both wage and salary accruals and supplements
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to wage industry employee in 2004 was $66,997.
In 2005, the average compensation paid to a core
copyright worker and salary payments. As shown
in Table 6, the average annual compensation paid
to a core copyright was $69,839. These figures are
considerable higher than the average compensa-
tion paid to all U.S. employees in the same years.
As shown in Table 6, the compensation premium
paid to core copyright industry employees has re-
mained at approximately 40% in 2004 and 2005. In
2004, the average core copyright employee earned
almost $19,000 more than the average worker in the
U.S. By 2005, that premium had risen to just over
$20,000 per year.

Table 6:
2004 AND 2005 ComPENSATION PER EmPLOYEE
(U.S. poLLARs)
Core Copyright Industries $66,997.00 $69,839.00
Total U.S. Compensation $48,136.00 $49,828.00
Ratio: Core to U.S. 1.39 1.40
Total Copyright Industries $60,621.00 $66,727.00
Total U.S. Compensation $48,136.00 $49,828.00
Ratio: Total to U.S. 1.26 1.26

The average annual compensation for employees
in the total copyright industries is also reported in
Table 6. In 2004, the average compensation paid to
these workers was $60,621 or about 26% above the
U.S. average compensation level. In 2005, the com-
pensation paid to employees of the total copyright
industries rose to $66,727.

FOREIGN SALES AND EXPORTS -
2004 AND 2005

Our revised and updated estimates of foreign sales
and exports of the core copyright industries portray
continued growth on the whole with a somewhat
mixed picture among the individual industries stud-
ied, with foreign sales for some industries increas-
ing, others remaining steady, and some declining
and then recovering in the 2003-2005 timeframe.

Overall, the U.S. core copyright industries achieved
annual increases in foreign sales of 7.5% in 2004
and 4.3%in 2005. In Table 7, these growth rates are
compared to the growth rates achieved by the same
industries in prior years.

Table 7: AnNuAL GRowTH RATE OF
Forein SALEs & ExPoRrTs

Year 1991 1996 2000 2001 2002 2003 2004 2005

Growth

Rate 6.4% 13.3% 83% 3.4% 11% 10.7% 7.5% 4.3%

In 2004, the actual revenue generated from foreign
sales by the U.S. core copyright industries was at
least $106.2 billion. By 2005, we estimate that for-
eign sales of the core industries had increased to at
least $110.8 billion. The magnitude of the core copy-
right industries’ foreign sales exceeds or is compa-
rable to the U.S. Commerce Department’s Interna-
tional Trade Administration’s export estimates of
several other major industry sectors (see Table 8).
The figures below show exports for various indus-
tries as defined in the NAICS classification system.

rbles: FOREIGN SALES AND ExPoRrTs For
SELECTED INDUSTRIES 2004 AND 2005
2004 AND 2005 (IN BILLIONS OF DOLLARS)

Foreign Sales and Exports
Industry 2004 2005

Selected Core Copyright Industries $106.23 $110.82

Chemicals and Related Products
(not including medicinal and $23.98 $25.95
pharmaceutical products)

Medicinal and pharmaceutical products $23.98 $25.95
Motor Vehicles, Parts, and Accessories $67.64 $76.26
Aircraft and Associated Equipment $42.09 $49.79
Primary and Fabricated Metal Products $41.98 $50.72
Food and Live Animals $45.48 $48.29

For 2005, foreign sales for the core copyright in-
dustries exceeded total exports of other industry
sectors, such as: motor vehicles, parts and acces-
sories; aircraft and associated equipment; food and
live animals; and medicinal and pharmaceutical
products.
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