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After the beginning of large-scale manufacture in the 19th century, every great industrial power of later years began its progress by producing cheap imitations of well-known products and brands of more advanced countries. Japan before and after World War Two was notorious for this. Japanese engineers would flock to the United States and other countries in droves, making meticulous notes of everything they could see in the manufacturing plants that they visited. There were many accusations of industrial espionage against Japanese firms (even in recent years). If they could not copy or steal it, they tried to buy the technology. Reverse engineering was their way to find out how good products were made, so that they could also make them. Over the years this led to their improving these products and ultimately, originating innovative products themselves. Few people today remember this thieving reputation of Japanese industry in those years.
     Subsequently Taiwan, South Korea and now China, followed the same route. South Korea is achieving respectability for innovation in design and in cost cutting, as is Taiwan. China is at the early stages of this journey. Leaving aside the low technology garments, toys and shoes, much of its other manufactured product exports is for foreign companies who have set up units there. The biggest single fear of foreign firms setting up such ventures in China is that of losing their intellectual property, stolen by their local partners. But foreign companies cannot keep away from China; so much is the attraction of the large market and future profits. Copying, pirating, even stealing technology is part of the development process. Our governments should not stop it altogether.  
       That is the way to progress. Who would have predicted that pioneers like Xerox and Ford would lose their iconic stature in world markets to Canon and Toyota from Japan? Or that IBM would sell its personal computer business to Lenovo from China because IBM found the razor-thin margins unacceptable? South Korean companies have now begun to give Japanese companies that took over from American and European pioneers a taste of their own medicine. Samsung and L.G. have dislodged the big Japanese companies like Sony in many markets. Hyundai, which began with Japanese technology, is now a vigorous competitor to Honda and other cars from Japan. If forty years ago Japanese products and companies were considered ‘cheap and nasty’, they now provide business cases for studying how to succeed in competitive markets. Korean products and companies have achieved this transformation even faster. Chinese products and companies will follow.  
      Developing economies have many ways of copying and appropriating others’ intellectual property. Even in straight copying of books, music CD’s, DVD’s, software packages, etc., there are differences in quality. The Chinese copies of CD’s and DVD’s are as good as the originals. India is good at pirating books but the CD/DVD copies are often unreliable. Software packages of all kinds and particularly those of Microsoft are freely pirated in India and are used widely. In time, these pirates will innovate their own products, brand them and sell at much lower prices than the well-known current brands.  
At the same low level of production sophistication as books, is the copying of packaging to use well-known trade names and inserting in them poor imitations of the originals. In rural India, there were many imitations sold for a fraction of the price of the original, of soaps, shampoos, detergents, etc. However, small imitators of yesterday have major brands today. The same methods that enabled them to produce and distribute products at low prices are now applied to products of a quality comparable with most, but still at low prices. Innovations in packaging and design (shampoo in sachets or the ‘lassi-maker’ as a cheap washing machine) have come from such manufacturers. 
    This has not happened in the pharmaceutical industry. State policy encouraged many thousands of small-scale pharmaceutical manufacturers with little capital or technology.  It is estimated that over 40% of the Indian pharmaceutical market consists of fake products with little or no active ingredients and yet claiming to offer the results of the original medication. The disastrous consequences of such sub-standard products are known but our drug regulators are unwilling and incapable of stopping them. This copying is illegal and highly dangerous to the sick. Government policy has been mis-conceived. 
The legal framework for patents gave the Indian pharmaceutical industry for many years a lawful advantage because the law did not recognize product patents but only process patents. This gave Indian companies and scientists the opportunity to find alternative processes to make the same drugs. The top Indian companies of today in pharmaceuticals earned large profits in this way and invested in R & D. As they discovered new drugs, then joined with the multinationals to be in the vanguard when the Patents Act was being amended in favour of product patents being recognized. 
        The license raj rewarded those who had contacts. R & D, innovation, invention of new products would have to be licensed by government for manufacture, and that required contact skills that many inventors did not have. There was considerable business done through piracy. 
It was said that there was more ‘Johnny Walker’ scotch whisky was sold in India than was made in Scotland. Used original Scotch whisky bottles fetched high prices, refilled and sold for high prices. There was no advantage to be gained from innovation, invention, low process costs or improved quality. With a more open economy, this situation has changed. New products, new processes, scientific innovation, drive to lower costs, characterize an increasing number of manufacturers. This is true of China as well.  
          Developing economies like India and China develop technology in different ways. One is by mere copying, many times offering sub-standard products and passing them off as the original, at high prices. Some of these copyists and other more innovative manufacturers take advantage of a helpful legal or policy framework to offer products performing the same functions but at much lower costs. A few (now increasing) use good scientific work to reverse engineer drugs, engineering and other products. This expertise has stood us in good stead after the opening up of the economy since we now have the capability to do our own innovation and develop new products. 
The legal framework for some industries (like pharmaceuticals) must allow a period of years for learning by imitation. This might violate some intellectual property rights but develops a capability that enables the country to compete effectively. Indian companies, who have grown under such a legal framework, today lead the pharmaceutical industry in India.
China has the history of major product inventions: for example, technologies to make gunpowder, for printing, papermaking, the invention of the compass. China will perhaps even more quickly than other, innovate at low cost. India on the other hand has innovated in ideas. That is reflected in its dominance in information technology, medical research and much collaborative research. We need policies to stimulate product innovation.
       The Chinese subscribe to intellectual property rights under the WTO. But Shanghai has a few square miles of a ‘fakes’ market where excellent imitations of big name leather goods, baggage, garments, wristwatches and many other products are freely available at throwaway prices. The products are of good quality and would perhaps fetch the same prices even if not sold as imitations. Clearly Chinese policy is to encourage imitations so that they can follow Japan and others as major innovators soon. India must learn from them. (1247)
