Chapter 5
| nternational |ssues

Software is an important positive part of Amer-
ica's position in international trade. A study by the
United States International Trade Commission
(ITC) estimates that in 1987 amost 40 percent of
uU.S. software developers revenues came from
foreign sales.'Indirectly, computer software con-
tributes to the efficiency of other businesses and
manufacturers competing in international com-
merce.”

The global nature of the software industry must be
recognized when considering domestic intellectual
property protection. For example, U.S. treaty obliga-
tions under the Berne Convention, Universal Copy-
right Convention, and Paris Convention mean that
domestic laws will protect foreign fins, along with
domestic firms, in the U.S. markets If U.S. law
differs substantialy from international norms of
copyright and patent protection, U.S. software
producers may find it difficult to have their claims
for intellectual property protection recognized in
foreign countries.

Intellectual property law is important to encour-
age and to protect U.S. works and inventions
internationally. The United States is attempting to
include intellectual property in the General Agree-
ment on Tariffsand Trade (GATT) treaty and is
engaged in bilateral negotiations as well. (App. B
reviews mechanisms for international intellectual-
property protection and looks at some issues con-
cerning international competition and trade.)

As the software industry evolves on an intern-
ational scale, intellectual-property issues will con-
tinue to grow in importance. Currently, the United
States is in the forefront of software development.
However, we must be sensitive to shifts in the world
economy, such as the changes in the European
Economic Community proposed for 1992. As global
networks develop, hardware and software standards
will also become more important.

Piracy abroad can reduce the economic incentives
to invest in software development and can give rise
to diplomatic and trade problems.’Lack of adeguate
intellectual-property protection abroad makes it
more difficult to protect U.S. works and inventions
in foreign markets, while strong software protection
in the United States benefits both foreign and
domestic producers. Lack of protection might also
complicate North-South technology transfer to less-
developed countries (LDCS) and East-West transfer
to Eastern Europe and the People’s Republic of
China. In some of these countries, commercial
software piracy has become ingrained, making
software companies |ess wi I ling to make state-of-
the-art software available.”Many of the nations
where commercial piracy is widespread are Third
World countries, who may be trying to develop a
computer industry of their own or who cannot afford
to pay full price for software. U.S. producers,
however, lose revenues through this piracy, and may
be unable to develop legitimate markets in these
countries.
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245 ONe commentator notes, “Information technologies are fast becoming the raw material of the global economy. . .[n]ew information technologies
are changing the way the manufacturing sector conducts business just as radically as they are changing the character of the service industries. The
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A Report to the United States Trade Representative on 12 ‘Problem Countries’,” April 1989, p. viii.)
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