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Changes in China’s IP Law Will Help the U.S. 
By Stephen S. Korniczky and Douglas Olson 

Although it has been in existence for only a few years, the Chinese Patent Office looks very 
much like a combination of the U.S. Patent Office and the European Patent Office. There 
is a saying in China: “All things are possible, but nothing is easy.” Today, however, doing 
business in China is getting easier. In fact, things are changing so fast that, if you haven’t 
been to China this year, you haven’t been to China. And nothing is changing faster than 
intellectual property creation and protection.

While the United States has a patent system that is entering its third century, China did not have a patent system until recently; 
the very thought of protecting intellectual property has been viewed as antithetical to a basic tenet of the Communist philosophy 
that what’s “yours is mine and what’s mine is yours.”

Still, in just a few years, China has developed a system that does provide patent protection - a blend of what’s obtainable in the 
United States and Europe.

Like the United States, patent applications are reviewed by experienced patent examiners and undergo a rejection and 
amendment process until the claims of the application properly define patentable subject matter. In China, many of the 
procedural features, and the requirements for patentable subject matter, are similar to those in the United States and Europe.

Challenges to the validity of patents issued by the Chinese Patent Office are decided in procedures within the patent office in a 
manner similar to a number of European countries. One of the differences with China is that such challenges have the advantage 
of being relatively inexpensive; in the United States, the challenges to validity are made in costly federal lawsuits and determined 
by judges and juries as part of patent infringement actions.

In invalidity actions decided by the Chinese Patent Office, it has been reported that patents are held valid over 70 percent of the 
time. That number compares favorably to the percentage of patents held valid in the United States by the U.S. Court of Appeals 
for the Federal Circuit. Of course, before formation of the Federal Circuit - when the court granted national jurisdiction over all 
patents appeals to provide consistency to U.S. patent law - the likelihood that a patent would be held valid in litigation was much 
lower.

Despite generally favorable rulings on patent validity, a recent decision by the Chinese Patent Office holding the Viagra patent 
unpatentable has spawned a series of reports in periodicals casting doubt on the Chinese patent system. But, in fact, a careful 
analysis of the Chinese Viagra patent decision may indicate just the opposite: The invalidation of the Viagra patent in China is in 
step with the rest of the world regarding complex issues of patent law relating to pharmaceuticals.  It turns out that the United 
Kingdom Patent Office and the European Patent Office also invalidated the Viagra patent. And, according to a translation of 
records, the Chinese Patent Office’s rationale paralleled the decisions by the United Kingdom and European patent offices.

Like many European countries, China’s patent office decides the validity of patents, while infringement is decided in the court 
system. Results in infringement trials can vary greatly, depending on choice of venue. That is not so different from the U.S. court 



system in the early 1980s, before the Federal Circuit was established. Back then, litigation results varied widely, depending on 
the choice of venue. In 1980, the likelihood of success in a U.S. patent infringement suit was over 50 percent in Illinois and 
close to zero in neighboring Iowa because the two states were in different judicial districts that viewed patents quite differently.

The differences may not be quite that great in China today, but choosing the right Chinese venue can be very important. Certain 
provincial courts have a low percentage of cases finding patent infringement. However, in the more sophisticated courts such 
as those in Shanghai and Beijing, the odds of getting a decision of infringement are much better.

The similarities between China and the United States also extend to infringement trials. For example, as in the United States, 
obtaining a preliminary injunction in China is possible, with a substantial bond posted in case the preliminary injunction was 
granted improperly.

In infringement trials, the scope of the claims in both the United States and China may be extended by reference to the doctrine 
of equivalents, with other doctrines like prosecution history estoppel limiting the extent to which the claim language can be 
extended.

A major difference between the United States and Chinese court systems is the fact that, in China, discovery of evidence from 
the opposing party and third parties is not permitted. Instead, the judge has a prosecutorial role and can obtain discovery in a 
variety of ways, among them conducting raids on the parties’ facilities.

The Chinese system also permits the introduction of evidence obtained by “investigating firms,” thus providing for discovery 
outside the court system. Discovery may become more like that in the United States; the Chinese government is revising its 
Evidence Code in a way that is expected to mirror the U.S. legal system.

A frequent complaint about intellectual property trials in China is that, even if you do win, the damages are often meager. 
Damages may be low simply because the discovery system does not allow a full determination of the extent of infringing sales. 
The courts likely will increase the size of damages awards. In addition to damages, the winner in an intellectual property case 
can get an injunction against infringing activity. Finally, unlike in the United States, the infringer is required to issue a public 
apology.

China also has a copyright law that does not provide for criminal sanctions for copyright infringement. However, China has 
adopted a decree with the title “The Decision Concerning Cracking Down on Copyright Crimes.” This decree is intended to 
provide criminal sanctions to deter various commercial activities including copying and distributing audio or video recordings. 
Offenders who make large profits may be subject to fines and imprisonment up to three years.

Clearly, the rapid changes taking place in China’s intellectual property protection provide a challenge to intellectual property 
lawyers. Businesses are dealing with a sometimes-confusing, moving target. However, all of the changes appear to be aimed 
at providing intellectual property protection more consistent with that provided by the other major industrial countries. That 
should be welcome news to the business community in the United States. 

The article originally appeared in the Daily Journal on August 9th, 2004.

Stephen S. Korniczky is a Partner in Paul Hastings’ San Diego office focusing his practice on intellectual property litigation and over the past 
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internet, consumer electronics, automotive and medical device industries.
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The Invalidation of Viagra Patent Takes Intellectual Property Dispute Resolution in 
China to a New Level 
By Tony Chen 

China has taken a barrage of criticism since the announcement last week that the State Intellectual Property Office (“SIPO”) 
has invalidated a Chinese patent owned by Pfizer that protects its prized impotence drug, Viagra.  Some critics claim that this 
decision shows China’s disregard for market principles and its World Trade Organization commitment.

However, unlike the simple conclusion some would like to draw, the facts surrounding this story tell a nuanced story, that, if 
anything, demonstrate the evolvement of a Chinese intellectual property dispute resolution system that resembles the system in 
Europe, and is quickly following the Western lead.

A bit of history is helpful here. Back in 1991, Pfizer thought that it had found a heart drug when it applied for a patent in the UK 
to protect a chemical now known as Viagra.  While Pfizer obtained patents in the U.S., Europe, Japan and many other countries, 
it couldn’t get a Chinese patent for its invention because China did not start granting drug patents until 1993.

Pfizer filed for a second patent in the UK in 1993 when it discovered in human testing that the “heart” drug had a better use 
for treating male erectile dysfunction. This time, Pfizer applied for a patent in China as well as other countries.  European and 
American patents were granted in 1998 and 2002, respectively.  A Chinese patent was granted in 2001.  Instead of protecting 
the actual compound, this second patent protects a new use of Viagra.

Before a group of Chinese companies petitioned the Patent Reexamination Board of SIPO to invalidate the Viagra use patent, 
however, a large number of companies attempted to revoke Pfizer’s corresponding patent in Europe.  These opponents included 
Eli Lilly, Icos and Bayer, Pfizer’s competitors in the impotence market.  A UK court revoked the Viagra use patent in 1999 and 
the European Patent Office revoked the European patent in 2001.

So how does this history help us understand the decision by SIPO to invalidate the Viagra patent in China?

In a twenty-nine page opinion, SIPO laid out arguments by the Chinese companies and rebuttals from Pfizer.  Unsurprisingly, 
the Chinese companies’ arguments were similar to those made in the UK and at the European Patent Office.  They claimed that 
Pfizer’s patent lacked inventiveness over what was known to scientists in the field and was not supported by Pfizer’s disclosure 
to the patent office.  While declining to rule on the issue of inventiveness, SIPO accepted the argument that the patent 
specification failed to provide sufficient guidance to support Pfizer’s patent claim.

The final outcome in China remains to be seen since Pfizer has indicated that it will appeal the latest decision.  What is clear, 
however, is that this case provides a glimpse of several trends in China.

There has been a surge in the registration of intellectual property rights in China since it joined the WTO. In 2002 and 2003, 
more trademark applications were filed in China than in any other country.  Annual patent filings in China are now approaching 
the same level as in the U.S.  SIPO has hired several hundred new patent examiners to handle the burgeoning caseload.

Intellectual property disputes have also mushroomed in China.  Chinese companies are taking a page from the textbook of 
multinational companies and incorporating litigation into their business strategy.  Over nine thousand intellectual property 
lawsuits were filed in China in 2003.

This article originally appeared in the Financial Times on July 24th, 2004.

Tony Chen is Of Counsel in Paul Hasting’s Shanghai office and is the head of the China IP Practice Group focusing his practice 
on intellectual property matters in Asia and the United States.
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Recognizing the important synergies between intellectual property law and business goals, Paul Hastings has a full-service 
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