


In Poland, the patent office organized anti-piracy
conferences, as did the Polish Senate, and law
enforcement cracked down on some university-based
downloading networks. BSA and the local Polish
anti-piracy coalition continued the second stage of

a "be original” anti-piracy campaign targeted at

high school pupils.

MIDDLE EAST AND AFRICA

The government of Bahrain implemented strict policies
against trading in pirated software and conducted a
number of raids in key areas. During the year it also
supported BSA and local groups with educational road
shows and other market outreach. Given that Bahrain
hopes to become a regional hub for the IT industry,
these actions will likely increase in future years.

In Israel, a new copyright law went into effect in 2008
that toughened the stance on making copyrighted
material available on the Internet and that increased the
statutory damages for those whose intellectual property
rights have been violated. On the other hand, Internet
piracy remains high; a local survey of Internet users
found that 40 percent use P2P sites or other Internet
sites to download copyrighted material.

In Turkey, the government moved forward on numerous
fronts, from working with the telecom industry and

with the BSA on anti-piracy campaigns, to establishing
specialized criminal and civil courts to handle
intellectual property cases.

The Nigerian government, which launched its anti-
piracy initiatives in 2007, saw mixed results in 2008.
Police shut down the popular “Computer Village”

in lkeja in late 2008, but for violating tax laws, not
software piracy, which was rampant. Vendors have
reported finding extremely sophisticated counterfeit
software — including special seals and holograms on
the packaging — which indicate that organized crime
syndicates, perhaps from outside Nigeria, are at work.

LATIN AMERICA

In Argentina, piracy fell again in spite of fast growth

of PCs in the home and small business segments,
widespread availability of pirated goods in street
markets, rapid growth in broadband access, and an
increase in optical disk “burning” of pirated materials.
While there is often little follow-up to enforcement
actions and raids, BSA and local enforcement agencies
have found that preliminary injunctions and searches
have been effective incentives to get customers to
legalize their software.
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In Brazil, the government is very active in anti-

piracy activity, working with BSA in education and
enforcement, training thousands of law enforcement
officials, and developing a long term anti-piracy
strategy. Brazil's progress is impressive, especially given
a market where shipments of “white box” PCs account
for 75 percent of the market, and consumers and small
businesses account for 80 percent.

Mexico is another country fighting piracy in tough
conditions. Although “white box” PC shipments in 2008
were less than 40 percent of the total, they did not

go down from 2007. Consumers and small businesses
account for 75 percent of the market. The government
continued its strong cooperation with vendors and

BSA on education and enforcement efforts. Another
important element that likely helped the piracy rate is
that laptop shipments grew by more than 50 percent in
2008, compared to flat growth in desktop shipments.

Throughout Latin America, of the 75 percent of PCs
shipped to small businesses or consumers, more than
55 percent come from non-brand name vendors,
translating into an uphill challenge for anti-piracy teams.

DEVELOPED MARKETS
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Suppliers in Australia were aggressive in 2008 with
legalization campaigns, targeting both businesses
and consumers. At the same time, BSA launched an
educational campaign called “A Can of Worms,”
stressing the security risks of obtaining and using
pirated software. Audit and warning letters were
also effective in driving IPR compliance.

In Japan, much of the BSA effort was aimed at
increasing university membership in a self-audit
program to track software license compliance and at
educating businesses on the benefits of SAM programs.
The ongoing cease-and-desist letter program has also
been successful in encouraging compliance purchases.
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Sweden has a low piracy rate but remains an area of
concern because it is considered a safe haven for P2P
Internet piracy sites. Internet piracy is initiated at so-
called "top sites,” where expert crackers release high
quality pirated versions of software, music, and movies
to a distribution network of Internet relay chat channels.
It is estimated that more than 20 percent of these top
sites are hosted in Sweden. One of them, the BitTorrent
hub called “PirateBay,” is one of the most trafficked
Web sites in the world. Raided by Swedish authorities
in 2006, it moved briefly to the Netherlands but now

is back in Sweden. Its founders were convicted in April
2009 on charges of enabling copyright infringement
and were sentenced to serve a year in prison and pay
30 million SEK ($3,620,000). If the convictions and
sentences are upheld on appeal, this case could have

a positive impact on this form of piracy in 2009.

Elsewhere, most developed countries have moved
up the learning curve in combating piracy. IDC
local analysts find that little pirated software

is available in street marketplaces, and a large
portion of non-compliant software is deployed

by mistake, either by consumers buying cheap
software that they do not realize is counterfeit, or
by IT departments making mistakes in managing
volume licenses. Anti-piracy efforts are migrating
toward promoting SAM programs and pointing out
the security risks of using non-compliant software.



HOW IDC CALCULATES SOFTWARE PIRACY

THE BASIC METHOD FOR COMING UP WITH RATES AND LOSSES IN A COUNTRY IS TO:

1. Determine how much PC packaged software was deployed in 2008;
2. Determine how much PC packaged software was paid for/legally acquired in 2008; and

3. Subtract one from the other to get the amount of pirated software.

Once the amount of pirated software is known, the piracy rate can be determined as the percentage of total software
installed that was not legally acquired.

So the piracy equation looks like this:

Pirated Software Units

Piracy % =
Total Software Units Installed

Coming up with these numbers is a major undertaking. To get the total number of software units installed — the denominator
— IDC first must determine how many computers there are in the country and how many of them installed software in

2008. IDC tracks this information quarterly in 105 countries, either in products we call “PC Trackers” or as part of custom
assignments. The remaining countries are researched annually for this study.

Once we know how many computers there are, then we need to determine how much software each one obtained in 2008.
To do this, we conduct an annual survey, which this year covered a mix of 24 countries from all geographies, levels of IT
sophistication, and geographic and cultural influences. More than 3,600 consumer responses and 2,600 worker responses
were received. In the survey, we asked respondents how many software packages (of what type) were installed on their PCs,
what percent were new or upgrades, whether they came with the computers, and whether they were installed on a new
computer or one acquired prior to 2008.
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From this we develop a picture of the number of software packages, including free or open source software, installed per PC.
This allows us to develop the picture of total software units installed according to this equation:

Total Software Units Installed = # PCs getting SW x Units per PC

For countries that were not surveyed, we use a mix of other countries and data from previous surveys to develop a figure for
the number of units per PC. We choose proxy countries that match the target country in IT sophistication, region, and PC
market dynamics.

Next, to obtain the number of pirated software units — the numerator of the piracy equation — we first come up with a
measure of the software market. IDC routinely publishes software market estimates for about 80 countries and studies an
additional 20 or more on a custom basis. For the remaining countries, we conduct research annually for this study. This
research gives us the value of the legitimate “paid for” market.

To convert the software market value to number of units, we develop an average system price for all the PC software in the
country. This we do by developing a country-specific matrix of software prices — retail, volume license, OEM, free/open
source, etc. — across a matrix of products — security, office automation, operating systems, etc. We multiply the two matrices
together to get a final average, blended software price. Our pricing information comes from our pricing trackers and from
local analyst research. Our weightings — OEM versus retail, consumer versus business, etc. — come from our survey.

To get the total number of legitimate software units, we apply this formula:

Software Market $ Value

Legitimate Software Units =
Average System Price

Once we know the number of total units of software installed, the number of legitimate and pirated units of software
installed, and the average system price for legitimate software, we calculate losses as follows:

$ Losses = # Pirated Software Units x Average System Price
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WHAT SOFTWARE DOES IDC LOOK AT?

The IDC methodology calculates piracy on all software
that runs on personal computers, including desktops,
portables, and the new netbooks. That software includes
operating systems, systems software such as databases
and security packages, and applications software such as
office automation packages, finance and tax packages, PC
computer games, and industry-specific applications.

The software we look at also includes legitimate free
software and open source software, which is software that

is licensed in a way that makes it available for use without
payment of a license fee. Open source software providers
typically earn their revenue through upgrades and additional
services. We do, however, exclude routine device drivers
and free downloadable utilities, such as screen savers, that
would not displace paid for software or even be recognized
by a user as a software program.

Also, because we are looking at PC software packages,
the methodology excludes software that is sold as a
service and that is not installed on the PC, as well as
Web services that have come to replace software that
once ran on local machines.

This also means, since we come up with software units
starting with market value, that software sold as part of a
legalization program — say, a bulk sale to a government
to distribute to schools — is counted in the year the bulk
purchase (or gift) occurs.

THE IMPACT OF NEW INFORMATION ON
THE PC MARKET

From time to time, IDC discovers that it has incorrectly sized
the PC market in a given country, generally by undercounting
PCs made by local assemblers in second- and third-tier

cities. This happened in 2007 in China and Vietnam, which
was discussed in last year's study. Late last year, IDC resized
the historical PC markets in Brazil and India. The piracy rate
for 2008 in both cases was developed based on their new,
larger PC markets and installed bases. The 2007 piracy rates
were based on the earlier, non-revised market sizes.

For Brazil and India, as for China and Vietnam last year, this
means that this year's drop of one point is more impressive
than it looks. In Brazil, if the 2007 rate was adjusted to
accommodate the revised 2007 market, that country’s drop
would be three points to four points. In India, were the 2007
rate adjusted, this year’s drop of one point would be three
points to four points as well.
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THE IMPACT OF EXCHANGE RATES The impact of exchange rates can be seen more starkly
in individual countries or regions. Losses that appear to

All figures in the loss tables are in US constant dollars have gone up in many places actually went down in

from the year before, so exchange rates can impact direct constant dollars.

comparisons of losses year-on-year. In 2007 — the base year

for the 2008 losses — the US dollar dropped significantly

against the euro, pound, yen, real, ruble, and many other

currencies. Recalculating the 2007 piracy losses to match

the exchange rate used for the 2008 losses would add $3

billion to 2007 losses and lower the growth of 2008 losses

from 11 percent to 5 percent.

TABLE 4: The Impact of Exchange Rates

2008 Losses 2007 Losses Difference 223:; é:::ensait: New Difference

Australia $613 $492 $121 $547 $66
China $6,677 $6,664 $13 $6,983 -$306
India $2,768 $2,025 $743 $2,219 $549
Japan $1,495 $1,791 -$296 $1,768 -$273
Russia $4,215 $4,123 $92 $4,382 -$167
Brazil $1,645 $1.,617 $28 $1,8086 -$161
Mexico $823 $836 -$13 $834 $11
Canada $1,222 $1,071 $151 $1,131 $91
France $2,760 $2,601 $159 $2,837 -$77
Germany $2,152 $1,937 $215 $2,113 $39
United Kingdom | $2,181 $1,837 $344 $1,997 $184

NOTE: NUMBERS EXPRESSED IN MILLIONS OF US DOLLARS.
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THE BLUEPRINT FOR REDUCING

SOFTWARE PIRACY

EXPERIENCE HAS SHOWN THAT SUCCESSFUL
ANTI-PIRACY EFFORTS HAVE FIVE KEY ELEMENTS:

* Increase Public Education and Awareness
Reducing software piracy often requires a fundamental
shift in the public’s attitude toward it, and public
education is critical. Governments can increase public
awareness of the importance of respecting creative
works by informing businesses and the public at large
about the risks associated with using pirated software,
and encouraging and rewarding the use of legitimate
products. Some of the most successful efforts stem from
comprehensive public education campaigns launched
jointly by government and industry to promote the
value of software, and the legal and commercial
benefits of managing software as an asset.

¢ Implement the WIPO Copyright Treaty
In 1996, in direct response to the growing threat
of Internet piracy, the World Intellectual Property
Organization (WIPO) adopted new copyright treaties
to enable better enforcement against digital and
online piracy. More than 1.2 billion people around
the globe now have Internet access — increasing the
power and potential of software but also opening
new doors for pirates to distribute their wares. In
order to ensure protection of copyrighted works in
the digital age, countries need to update national
copyright laws to implement their WIPO obligations.
Among other things, these measures ensure that
protected works are not made available online
without the author’s permission, and that copy
protection tools are not hacked or circumvented.

® Create Strong and Workable Enforcement
Mechanisms as Required by TRIPS
Strong copyright laws are essential but meaningless
without effective enforcement. Governments must
fulfill their obligations under the WTO's Trade-Related

Aspects of Intellectual Property Rights Agreement
(TRIPS) by adopting and implementing laws that meet
international norms for IP rights protection.

Step-up Enforcement with Dedicated Resources
Too often, software pirates are not treated as

seriously as other criminals and the punishment is too
insignificant to be an effective deterrent. Countries can
elevate their enforcement of intellectual property by:

»  Creating specialized intellectual property
enforcement units at the national and local level
and providing dedicated resources to investigate
and prosecute intellectual property theft;

»  Increasing cross-border cooperation among police
and other enforcement agencies to improve
coordination for law enforcement in multiple
countries; and

»  Supporting the training of law enforcement
and judiciary officials (including establishment
of specialized IP courts where appropriate) and
providing better technical assistance to ensure that
the people on the front lines of piracy enforcement
are equipped with the tools they need to deal with
the changing nature of intellectual property theft.

Lead by Example

Because governments are the largest users of software
in the world, one of the most effective mechanisms for
public persuasion stems from governments themselves
sending a strong and clear message that they will not
tolerate piracy and from actively managing their own
software assets. This can be achieved by implementing
software asset management policies to set an example
the private sector should follow.

i For the purpose of this document, “emerging” markets include all countries studied except Canada, Australia, Japan, New
Zealand, the United States, and Western Europe. The latter we refer to as “developed.”

i John Gantz and Jack B. Rochester, Pirates of the Digital Millennium, FT Prentice Hall, 2005, p. 156.

ii “Strength” of a software industry is measured as the ratio of spending on PC software compared to spending on PC hardware.

Stronger industries have high ratios.
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