
HADDON I PERCEPTIONS PTY LTD

LEVEL 7 275 ALFRED STREET NORTH SYDNEY 2060 ABN 67 000 138 527 TEL

SUBMISSION TO STANDING COMMITTEE ON SCIENCE AND INNOVATION

SUBJECT: DECLINE OF INTERNATIONAL INTELLECTUAL PROPERTY RIGHTS

Summary

This submissionhighlightstheimpacton AustralianinnovatorsofChina’s failureto recognise

patents,trademarks,copyrightandintellectualpropertygenerally.

It pointsout that comparisonsbetweenJapanin the1960’s andChinatodayin termsoffailure
to respectintellectualpropertyrightsaremisleading.TherearereasonstheJapaneseproblem

‘went away’ not presentwith China today.

This submissionrecommendsthatAustraliajoin otherWesternnationsin bringingpressureto

bearon Chinato enforceglobal standardsoffairnessin intellectualpropertyprotection.

Why the problem of cheapJapaneselook-alikes went away

1. Thereis a long history of emergingmanufacturingnationscopyingWesterndesignsand

ideas.Most obviouswasJapanin the 1960’s. But aswell as lackingWesterndesigns,

JapanalsolackedWesterntechologiesandcapital.Early copiesof Westerndesignsand
ideaswerepoor imitations andpreservedthemarketfor the‘genuinearticle’.

2. Overtime Japan’sindustrialsectorgainedsophistication.At thesametime their

democraticGovernmentensuredafair distributionof wealthvia living wagesandthe

equivalentof Westernsocialstructures.ThesebenefitedtheJapaneseas a wholebut

removedthe advantageof cheaplabourandlow infrastucturecosts,forcing Japanto

competeat the high endratherthanbeing amanufacturerof cheapcopies.

3. Competingat the high endwith WesternlabourratesforcedJapanto innovatenot just

immitate to be first to marketwith brands,not a late entrantwith copies.ThusJapan

developeda senseof thevalueof intellectualpropertyandinternationalrelationships

posessedmutualvulnerabilitywhich engenderedrespectfor intellectualproperty.

4. Japanis a netfoodandoil importer.This relianceon the global communityandWestern
nationsin particular forcedsomedegreeof compliancewith internationalstandardsof

fairness,intellectualpropertyrights amongthem.



China today is fundamentally different to Japan in the 1960’s in scale,accessto
capital, accessto technologiesand absenceof democracyor mutual vulnerability.

Thus China has beenable to erode one of the fundamentals of industrialisation and
innovation, the ability of innovators to own and protect their innovations.

5. China’shugemanufacturingcapabilityis sufficient to changethe globalbalanceto a far

greaterdegreethananemergingJapanwhenit hadthe sameunfair advantageof non-

compliancewith intellectualpropertyrights.

6. Global financial marketsgive Chinafreeflow of capitalandaccessto partnershipsnot

availableto anemergingJapan.

7. China doesnot payliving wagesor socialsecurityanddoesnot enforceWestern

industrialsafetystandards.China’sundemocraticgovernmentandpersistentlack of

concernfor individual rights makeliving wagesor socialsecuritysystemsunlikely to

emerge.Comparethis with Japan’ssituationdescribedin paragraph2.

8. The Chinesepopulationaresupressed,witnessthebrutaleradicationof the harmlessand

peacefulform of medicationknownasFalunGung. Theyaremisled,asevidentfrom the

anti-Westernandpro-Chinesepropagandain their government-controlledpress.Thus a

meaningfullabour movementproducinghigherwagesandbetter safetystandardsis

unlikely to emerge.Comparethis with Japan’ssituationdescribedin paragraph2.

9. Chinadoesnot needthe West. It mayneedWesternengagementto producea rising

living standardfor all. But the illegitimately empoweredelite arenot concernedwith the

lifestyle of ordinaryChinese.Benefitsof industrialisationsofar havenot transferredto

all levelsof Chinesesociety.Comparethis with Japandescribedin paragraph4.

10. China doesnot fearthe Westmilitarily as evidencedby its threatsof Taiwandespitethat

independentdemocracyhavingthe supportof theWest.Japanby contrastwasa

conquerednationandhadeverythingto fearfrom theWest.

The breakdown of intellectual property rights on a vast scaleis supported by the

Chinesegovernmentand hasreacheda ‘tipping point’ globally.

Western attitudes to intellectual property are weakeningdue to non-observance
becomingthe norm. The consequencesare devastatingto countries like Australia
who rely in the export of innovations.



11. Light heardedattitudesto China’s ‘copy watch’ industrymaskthetrue gravity of the

situation.The issueis not that a copywatchlookslike a Cartier, it’s that a Cartierlooks

like acopywatch. Copieserodebrandvalueaswell as costingthe ownersales.

12. Copywatchesandthelike usedto be poor immitations.Now theycanwork aswell as

originalsbecauseChineseindustrialexpertisegrowsandsalesvolumesof piratedgoods

warrantagreaterinvestmentin their manufacture.Note that copyingis not limited to

brandanddesign,but includesthe technologyunderlyingthebrandandusedto makeit.

13. Intellectualpropertypiratesdon’t just gainthe design,theygainthe marketexperience.

It maytakeMont Blancmanyattemptsto finally find afoutain penthat capturesthe

market’simagination.Only whenit doesdo the piratesseizeandreplicatethe design.

14. Intellectualpropertypiratesdon’t just gainthedesign,theygain thetrademarkand

borrowthe reputation.This is a zerosumgame— either thepiratedgood is elevatedor

the original trademarkis diminishedand innovator’sreputationtarnished.

15. The SingaporeStraits Timesrecentlyreportedthat Chinesecompanieshavestarted

registeringexistingtrademarksandpatentsin China.This would appearcomicaland

pointlessexceptthatthe Chinesegovernmentis complicit. When the true trademarkor

patentownerseeksredress,the sympatheticChinesecourtsprolongthematterfor years.

During this time thetrademarkor patentownercanbe preventedfrom marketingthe

authenticproductin China.

i6. Respectfor intellectualpropertydoesnot arisefrom somefundamentalhumangoodness.

Like manyWesterncultural norms,it arisesfrom socialreciprocity.I returnawallet I

find in thestreetbecauseothersdo so. ReadersDigestdispersedapparentlyauthentic

wallets in the streetsof theworld’s majorcities.Copenhagenwasplacedfirst with an

astoundingi8o walletsout of iSo returned!The ideaof returninga lost wallet in Bejing

is unknown.Thepoint of this brief digressionis to stressthatacountryas largeasChina

ignoring intellectualproperty rights is enoughto removesocialreciprocityfrom the

global community.It makesno commercialsenseto respectintellectualpropertyrights if

othersarenot requiredto do the same.(Not everyreaderwill understandthis point, but

sociologistsdefinitely will. For morereadingseePeterSinger“How arewe to live?”)

17. The net resultof China causingthe intellectualpropertytipping point (to useaphrase

coinedby MalcolmGladwell) is abreakdownof respectfor copyright,patentsand

designsin theWest.The sharingof piratedmusic is an example.After Napsterwas

closedby Westerncourts,it attemptedto stayin businessvia chargingfor downloaded

songs.But by that time theconsumerwassoaccustomedto music downloadsbeing‘free’

andNapsterquickly folded. Freedownloadscontinuefrom privatesources.



18. Individual marketerscannotreversethepresentdeclinesincethosein aposition to

penaliseChinavia withholdinggoodsor servicesalso rely on sellingthem.The source

countriesof innovationsprotectedby patents,trademarksandcopyrightmustact in

unison.

19. InnovativenationsmustrequireChinato embraceandenforcedomesticallythe Western

world’s understandingof intellectualpropertyrights in default of which Chinaloses

favourednationtradingstatusor someequivalentcensure.
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