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EXECUTIVE SUMMARY

The U.S. Patent and Trademark Office (USPTO), in close collaboration with other U.S. Government agencies, is focused on ensuring that U.S. rights holders are able to effectively protect and enforce their intellectual property rights (IPR) around the world, including in China.   

In order to better identify and assess the challenges U.S. inventors are facing with China’s judicial and administrative patent enforcement systems, USPTO, in coordination with the U.S. Intellectual Property Enforcement Coordinator’s office and in close collaboration with other U.S. Government agencies, conducted several roundtable meetings with stakeholders and published two Federal Register Notices to solicit input on problems rights holders have experienced and recommendations on ways to improve the system.  USPTO received numerous comments, both during the roundtables and in response to the Federal Register Notice. 

The following report summarizes information received from U.S. rights holders on their experiences enforcing their patent rights in China.  Overall, U.S. rights holders identified a number of difficulties in this area and this report categorizes those difficulties into five areas:  1. China’s patent legal regime; 2. Rule of law problems; 3. Evidence collection, recognition, and preservation; 4. Effectiveness and enforcement of remedies; and 5. Administrative enforcement.  The report also lists recommendations provided by commenters that would help address the difficulties identified. 

1. China’s patent legal regime.

Commenters raised numerous concerns regarding China’s Utility Model patent system.  Commenters suggested that many U.S. rights holders lack a comprehensive understanding of the Utility Model patent system and indicated that the prohibition of applying for both Utility Model and Invention patents through the Patent Cooperation Treaty further limits the ability of U.S. rights holders to utilize this system.  Commenters further highlighted concerns that result from the lack of substantive examination of Utility Model patents, including for example, instances where a Chinese entity received a Utility Model patent for a product sold by a U.S. rights holder in the U.S. and then asserted that patent against the rights holder in the China market.

Commenters also raised a number of patent-related concerns specific to pharmaceutical products.  Specifically, commenters identified the lack of an effective patent linkage system and pre-market infringement as impediments to enforcing patents in China.  Commenters noted that the lack of an effective patent linkage system often results in infringing products obtaining marketing approval and subsequently entering the market.  Commenters also indicated that Chinese courts usually require a generic pharmaceutical product to be selling on the market in order to constitute infringement.  The combination of these two issues effectively prevents rights holders from keeping infringing products off the market.  Commenters recommended clearly articulated mechanisms for patent linkage and pre-market infringement.

Finally, with regard to substantive patent issues, multiple commenters raised concerns about the requirement under Chinese law that a sale take place within China in order to constitute infringement (i.e., production within China of goods for export does not constitute infringement).  

2. Rule of law problems.

Commenters raised numerous concerns about the lack of transparency in various aspects of China’s patent enforcement processes.  In particular, commenters noted that there is a lack of clarity regarding what information and evidence a Chinese court will require in order to accept a case; courts often do not provide a written justification for refusals to accept a case, adding further to this lack of clarity.  Commenters also indicated that courts do not consistently provide parties with a written case schedule, resulting in parties being unaware of upcoming deadlines.  Finally, commenters raised concerns about the lack of consistent publication of court decisions.  

Commenters also raised concerns about the lack of uniform treatment between foreign and Chinese companies.  Specifically, they raised concerns about bribery, local protectionism in favor of local defendants, and lack of judicial independence due to political interference,  resulting in perceptions of unfair treatment under China’s enforcement mechanisms.  

Finally, commenters raised many concerns about difficulties enforcing court orders.  Issues such as lack of confidence that sensitive information submitted during trial will be protected and difficulties enforcing a final judgment against a losing party decrease the effectiveness of China’s patent enforcement mechanisms.  Commenters specifically identified instances where a losing Chinese party is able to avoid enforcement (injunctions and/or damages) by relocating, changing its official company name, etc.  Further hindering enforcement, courts rarely impose significant jail time and/or fines for failure to comply with a court order.  Commenters recommended that Chinese law impose sanctions, including criminal liability, on parties that fail to comply with or try to avoid a court order.  

3. Evidence collection, recognition, and preservation.

Commenters raised several problems regarding evidentiary issues in enforcing patents in Chinese courts, noting that this area has become more difficult for U.S. rights holders.  In general, commenters advocate for an enforcement regime that incorporates stronger and more transparent rules governing evidence collection and preservation, and suggested that a national, comprehensive Evidence Law addressing these issues would help to promote a stronger enforcement system in China.  Commenters raised specific concerns about the lack of clear rules that provide for a robust discovery mechanism and that articulate the process of obtaining evidence preservation orders.  

Commenters reported that U.S. rights holders find it extremely difficult to introduce certain forms of evidence during court proceedings.  In particular, the requirement that foreign evidence be notarized and legalized by a Chinese embassy or consulate hinders the ability of rights holders to introduce evidence that originates outside of China.  Commenters also reported that U.S. rights holders have experienced difficulties introducing technical evidence during court proceedings.  Commenters indicated that Chinese courts generally will not accept results of analytical tests conducted by foreign testing institutions and often do not permit expert witness testimony from experts who are not “court-sanctioned”.  These limitations place significant hardships on patent holders, as patent litigation often involves complex technology and these forms of technical evidence are necessary to support allegations of infringement.  Commenters recommended that Chinese law clearly allow courts to consider all forms of technical evidence and to allow full cross-examination by all parties so that a court can provide appropriate weight to all evidence.  Finally, commenters indicated that courts may dismiss evidence without sufficient, written reasoning that can enable parties to understand the decision, and recommended that any dismissal of evidence be in writing and include a justification. 

4. Effectiveness and enforcement of remedies.

Commenters raised a number of concerns with the ability of successful litigants to obtain and enforce effective remedies, specifically: insufficient monetary damages; overly burdensome requirements to obtain injunctions; and difficulty enforcing awards.  Commenters indicated that damage awards are often insufficient to compensate rights holders and do not act as a deterrent to would-be infringers and recommended that statutory damages under Chinese law be increased and that Chinese law allow for punitive damages in appropriate cases.  Commenters also identified difficulties in obtaining preliminary injunctions in Chinese courts.  Commenters recommended that Chinese law clearly establish a right to obtain a preliminary injunction before a potentially infringing good enters the market and that a less burdensome threshold for obtaining a preliminary injunction be established.  Commenters recommended that the Supreme People’s Court remove a requirement that courts make a determination on preliminary injunctions within 48 hours; this requirement results in few courts accepting requests for preliminary injunctions in patent cases due to the difficult, technical nature of the dispute.  As previously noted, commenters also raised concerns regarding the ability to enforce an award.

5. Administrative enforcement.

Commenters also raised concerns with China’s administrative patent enforcement mechanism.  While one commenter complimented China’s administrative patent enforcement mechanism, this commenter and others identified several aspects of that mechanism that could be enhanced to increase the overall effectiveness.  One particular area where U.S. rights holders have experienced difficulty is the low threshold for initiating an invalidation action with China’s Patent Office and the lack of prohibition against repeated invalidation proceeding requests concerning the same patent.  Overall lack of resources, technical expertise, and investigatory powers were all identified as hindrances to China’s administrative patent enforcement mechanism.  

* * *

This report provides a summary of the information gathered from the experiences of the stakeholders who participated in the roundtable discussions, and responded to the two Federal Register Notices.  The report does not provide an analysis or assessment of the information gathered. 

The USPTO appreciates commenters providing information on the experience of U.S. rights holders in using China’s patent enforcement mechanisms.  This information will promote further research into the issues presented, and guide future U.S. Government engagement with China on the protection and enforcement of patent rights, and other forms of IPR.  The USPTO looks forward to ongoing dialogue with U.S. rights holders on their experiences in China and will explore collaboration with universities, industry associations, and other interested parties as a means to address the concerns identified in this report and others that arise.




