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Theoretical Basis for the Shift

of Judicial Practice on Injunctive
Relief for SEPs in China

Wang Wenjing and Du Ying

|. Introduction

As the first form of civil liability listed in Article 179 un-
der the General Provisions of the China’s Civil Code, injunc-
tive relief is mainly applicable to the protection of personali-
ty rights and property rights. Intellectual property rights are
quasi-property rights, and the most effective remedy for in-
tellectual property infringement is an injunction. Thus, in the
past judicial practice, where intellectual property right hold-
ers sought both cessation of infringement and damages,
the claim for cessation of infringement would be awarded
by courts upon the establishment of infringement, on the
grounds that fault is not a requirement for injunctive relief for
intellectual property infringement. ' This is called “automat-
ic injunction” among scholars ? and practitioners °.

Apart from damages, cessation of infringement is the
most direct and effective remedy for patent holders in pat-
ent infringement disputes. The theoretical and adjudicative

foundation of trial of patent infringement disputes by Chi-
nese judicial authorities had been to award injunctive relief
without exception once infringement was found. Under
such a model, China’s patent system played a positive role
as a means to stimulate innovation at the early stage. How-
ever, due to new changes such as the development of sci-
ence and technology and the refinement of the scopes of
patent rights, especially the integration of standards and
patents, more challenges have been posed to the “automat-
ic injunction”. On the one hand, standards achieve their
own advancement through the advancement of essential
patents, thereby elevating the comprehensive competitive-
ness of the entire industry; and on the other hand, stan-
dards place the patented technologies contained therein at
an advantageous position in competition with other similar
patented technologies, and the formers have been con-
stantly iterated in the process of standardization through
the expanded implementation and promotion thereof, which
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in turn promotes the industrial development.* However,
since the universality, sociality and publicity of standards
contradict with the exclusivity, territoriality and private na-
ture of patents, conflicts arise between standards and pat-
ents in the process of integration. This requires us to deal
with their conflicts properly, or otherwise the development,
innovation and application of new technologies will be im-
peded. Accordingly, it is urgent, both in theory and in prac-
tice, to solve the issues on whether the injunctive relief for
standard essential patents (SEPs) shall be awarded, and
how to balance the interests of SEP holders, standard imple-
menters and the public. Based thereupon, in view of the
evolution of the injunctive remedy for SEPs in practice in
China, this article intends to analyze the foundational theo-
ries that affect the trial of relevant cases by China’s judicial
authorities and delve into the reasons and factors underly-
ing the shift of foundational theories in the hope of providing
theoretical basis for the improvement of injunctive relief for
SEPs in China.

[I. Evolution of injunctive relief for
SEPs in China

Articles 65 and 72.1 of the China’s Patent Law (revised
in 2020) set forth the permanent injunction and preliminary
injunction respectively in patent infringement lawsuits,
wherein Article 72.1 is more detailed and specific after the
law revision. However, there are no special provisions re-
garding injunctive relief for SEPs in the newly revised Patent
Law. For a long time, accused infringers have often raised
non - infringement defenses against patent holders on the
grounds of implementing standards in SEP infringement dis-
putes. In order to adapt to the trend of global development
and safeguard the legitimate rights and interests of enter-
prises during development to the maximum extent, the rele-
vant rules on injunctive relief for SEPs have been adjusted
several times in China’s judicial practice. °

In 2008, in the Letter of the Supreme People’s Court on
the Issue of Whether the Exploitation of a Patent in the Spec-
ification for the Design of Ram - Compaction Piles with a
Composite Bearing Base, an Industry Standard Issued by
the Ministry of Construction, by Chaoyang Xingnuo Compa-
ny for Design and Construction According to the Standard
Constitutes Patent Infringement (No. Minsantazi 4[2008])
(hereinafter referred to as the Reply Letter No. 4) ¢, the Su-
preme People’ s Court clarified the basic criteria under
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which the exploitation of SEPs by implementers does not
constitute infringement, that is, once a patented technology
is incorporated into a standard, it is deemed that the patent
holder has granted a license to others to carry out the pat-
ent while implementing the standards. In the early times
when SEP-related cases were heard by China’s judicial au-
thorities, the Reply Letter No. 4 was regarded by some judg-
es as “the sole and only lifeline for dealing with SEP dis-
putes”.” Some scholars opined that the Reply Letter No. 4
was actually a confirmation of “implied license” for SEPs, ®
which means the SEP holder is deemed to give an implied li-
cense to others to practice its patent regardless of whether
the SEP holder has fulfilled the disclosure obligation. Such
practice is too harsh for patent holders and not conducive
to the protection of patent rights. For the sake of limiting the
above rationale, the Supreme People’ s Court released, in
2009, the Interpretation on Several Issues Concerning the
Application of Law in the Trial of Disputes over Patent In-
fringement (Draft for Comments) (hereinafter referred to as
the Draft for Comments), wherein Article 20 ° stipulates that
only the non-disclosed patent that has been incorporated in-
to the standards can be determined by the courts as the
patent for which an implied license to implement has been
granted by the patent holder. Although the officially promul-
gated judicial interpretation did not adopt the aforesaid Arti-
cle, the Reply Letter No. 4 and the Draft for Comments,
which were released with a time gap, reflect, to some ex-
tent, that the Supreme People’s Court has softened its atti-
tude towards injunctive relief for SEPs.

In 2012, in Zhang Jingting v. Hengshui Ziyahe Con-
struction Engineering Co., Ltd. and others, an SEP infringe-
ment case ', the first-instance court expressed its view on
whether Ziyahe’s implementation of Zhang’s SEP without a
legal license constituted infringement, holding that the de-
fendant’ s implementation of the patented technology with-
out the patentee’ s permission constituted infringement,
and granted the plaintiff’ s claim for cessation of infringe-
ment. Being dissatisfied with the judgement, the defendant
filed an appeal. Following the rationale of the Reply Letter
No. 4, the second -instance court overturned the first-in-
stance judgment, deciding that the patentee’s participation
in standard formulation and incorporation of a patent into
the standard shall be deemed as the patentee’s implied li-
cense for any exploitation of the patent. The patentee ap-
plied for a retrial due to his dissatisfaction with the second-
instance judgment. The court of retrial overturned the judg-
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ment made by the second-instance court and granted the
plaintiff’s claim for injunctive relief on the grounds that “the
reply of the Supreme People’s Court to an individual case
cannot function as the direct basis for adjudication”. Fur-
ther, the preamble of the 2006 Code ", the standard in suit,
recites the patented technology and the contact information
of the patentee in a clear and identifiable way, which means
that the patentee has fulfilled his obligation to disclose the
patent. This case confirmed that the SEP holder is entitled
to obtain injunctive relief, and meanwhile defined the re-
quirements for the grant of injunctive relief, i.e., the patentee
shall incorporate the patent into the standard and fulfill the
patent disclosure obligation.

In December 2013, the Standardization Administration
of China and the China National Intellectual Property Admin-
istration jointly issued the Interim Provisions on the Adminis-
tration of National Standards Involving Patents (hereinafter
referred to as the Administration Provisions), wherein Article
5" stipulates the disclosure obligations on the part of the
patentees. Regarding the legal liability, the Administration
Provisions, as administrative regulations jointly issued by
the above two departments, do not specify legal liability for
infringement. ® However, it is easy to tell from the above
practice that the “relevant legal liability” mentioned in the
Administrative Provisions means that where the patentee
failed to fulfill the disclosure obligation when incorporating
his patent into the standard, it shall be deemed that the pat-
entee has granted a license to others to implement the pat-
ent, which means that the patentee may lose his right to
claim injunctive relief. In addition, the Administration Provi-
sions also set forth clear provisions on the obligation to
make a fair, reasonable, and non -discriminatory (FRAND)
declaration.

In 2015, the former State Administration for Industry
and Commerce issued the Provisions on Prohibiting the
Abuse of Intellectual Property Rights to Exclude and Re-
strain Competition, wherein Article 13 ™ requires that opera-
tors shall not perform any act to exclude or restrain competi-
tion in the standard formulation and implementation pro-
cesses. This Article is, as a matter of fact, an affirmation of
the court’ s judging rationale in Huawei v. IDC ™ in 2013,
that is to say, anti-unfair competition means can be applied
to restrict the patentee’ s injunctive relief. Article 53 of the
China’s Patent Law (revised in 2020) also made a response
in this regard, that is to say, the judicial authority can restrict
the patentee’s right to claim injunctive relief by anti-unfair
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competition means and the like.

As known from the above content, for the purpose of re-
stricting the patentee’s exercise of the right to claim injunc-
tive relief, there have been introduced into the judicial prac-
tice and departmental regulations the obligation to disclose
an essential patent and the obligation to commit to offer a li-
cense on FRAND terms, as well as regulation under anti-un-
fair competition law. However, under the framework of the
patent law, the Reply Letter No. 4 has long acted as the
main adjudication basis for judicial authorities. Given that
the patent information disclosure system has been prelimi-
narily formed in standard formulating process in China and
the above provisions and judicial practices do not conform
to China’s current actual needs, it is quite essential to ex-
plore the injunctive relief for SEPs under the framework of
the existing patent law.

In 2016, the Supreme People’s Court issued the Inter-
pretation (II) on Several Issues Concerning the Application
of Law in the Trial of Disputes over Patent Infringement
(hereinafter referred to as the Judicial Interpretation (I1)),
wherein Article 24 ' stipulates the basic principles for in-
junctive relief for SEPs. However, there has been a great
controversy over policies on injunctive relief for SEPs in the-
ory and in practice. Thus, Article 24 of the Judicial Interpre-
tation (ll) merely defines the types of standards, and pro-
vides a catch-all clause that “where any law and administra-
tive regulation set forth provisions on the implementation of
patents in standards otherwise, such provisions shall pre-
vail”. It is commendable that the provisions of Article 24 of
the Judicial Interpretation (II) have played a crucial guiding
role in resolving current SEP-related disputes in China. For
example, the Supreme People’s Court directly cited Article
24 in Qilu Pharmaceuticals v. Beijing Sihuan Pharmaceuti-
cals, a dispute over infringement of an invention patent .

In 2017, the Beijing High People’ s Court issued the
Guidelines for Patent Infringement Determination (2017)
providing more detailed standards for infringement determi-
nation, on the basis of the Judicial Interpretation (Il). In 2018,
the Guangdong High People’s Court also issued the Work
Guidelines for Trial of SEP Disputes (Trial). Both Guidelines
further refine the standards for determining, e. g., “faults”,
and offer standardized and systematic resolutions for how
to apply injunctive relief, which fill in the gaps in the rules for
injunctive relief for SEPs in China to a certain extent.

In brief, Chinese judicial authorities have changed their
attitudes towards injunctive relief for SEPs from definite ex-
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clusion of injunction to conditional, restrictive application.
However, due to being void of the system in relation to the
right to claim injunctive relief for SEPs at the legislative lev-
el, there is no clear consensus on the ways to regulate in-
junctive relief for SEPs in judicial practice, nor are there uni-
fied and mature standards for the application thereof. Fur-
ther studies on the specific system and relevant principles
concerning the right to claim injunctive relief for SEPs in Chi-
na are still ongoing. '

[1l. Theoretical foundation of the shift
of judicial attitudes towards injunctive
relief for SEPs in China

The “automatic injunction” theory has long been pre-
vailing in China’ s judicial practice and injunction is the
most effective means of relief for common patent infringe-
ment. But the “automatic injunction” theory should not be
simply applied to SEPs.

1. Theoretical foundation of injunctive relief for ordinary
patents and SEPs in China

In China, intellectual property legislation largely stems
from the actual needs of reform and opening up, and out of
utilitarian considerations, the process of formulating the Pat-
ent Law has policy trade - offs to some extent. ™ For in-
stance, due to national policies, subject matters such as
foods and drugs were once directly excluded from the
scope of protection of the patent law. Although the intellec-
tual property legislation in China is prone to utilitarianism, #
the basic theories of civil law have direct impact on the de-
velopment of intellectual property in China. On the one
hand, from the perspective of the forms of infringement lia-
bility, the fundament for assuming civil liability for intellectu-
al property infringement is the civil basic law, in addition to
the specific provisions of various special intellectual proper-
ty laws. The basic logical route is to clarify the attributes
and classification of intellectual property rights in the civil
rights section, and then locate the corresponding forms of li-
ability in the section concerning civil liabilities for infringe-
ment and remedies. On the other hand, special intellectual
property laws set forth no specific provisions on the civil lia-
bilities for infringement of intellectual property rights. Let us
take the Patent Law as an example. The Patent Law has un-
dergone several revisions, all of which evaded the issues in
relation to the civil liabilities for patent infringement. The Pat-
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ent Law (revised in 2020) only stipulates the measures to
cease infringement in the nature of administrative relief in
Article 65, and pre-litigation behaviour preservation, proper-
ty preservation and evidence preservation in Articles 72
and 73. Although the Judicial Interpretation (1) has set forth
provisions on cessation of infringement, it does not go
deeper and further. It can be seen that, from the perspec-
tive of liability, there are neither unified legal provisions nor
detailed jurisprudential or practical interpretation for the
specific application of injunctive relief for intellectual proper-
ty infringement. ' As a result, when hearing patent infringe-
ment cases, courts tend to deem patent as a quasi-property
right. This is not only the root of civil law theories resulting in
the “automatic injunction” in patent infringement cases in
China, but also the reason why Chinese courts did not get
stuck in the dilemma where there are no laws to abide by
and meanwhile scarcely denied injunctive relief in patent in-
fringement cases in the early days.

From the aspect of law inheritance, China’ s civil law
has a strong link with the natural law for the reason that it in-
herits the civil law theories and schemes of the civil law sys-
tem. # As a result, according to the basic theories of civil
law, both parties to an SEP license are equal civil subjects
in nature, but the improper application of the FRAND princi-
ple and injunctive relief is apt to trigger patent hold-up and
patent hold-out, thereby leading to the break-down of the
equal relationship between the licensor and the licensee.
However, the basic principles of civil law still have a natural
advantage in restricting the right to claim injunctive relief for
SEPs. Under the current judicial circumstances, the basic
principles of civil law, such as the principle of good faith
and the principle of prohibiting abuse of rights, play a signif-
icant role in resolving SEP-related disputes. For instance, in
Huawei v. Samsung * and IWNCOMM v. Sony *, the first-in-
stance and second-instance courts determined the at-fault
parties according to the principle of good faith in the civil
law. The application of the principle of good faith by courts
demonstrates that the basic principles of civil law serve as
the guidance in intellectual property infringement cases,
and that in judicial practice, by applying and adhering to
the basic principles of civil law, the courts respond to the
variation of social situations. At the same time, the value of
“balance of interests” has gradually become prominent in
the reliefs for SEP infringement. In judicial practice, the
rules for applying injunctive relief have begun to change un-
der special situations such as “severe imbalance of inter-
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ests between the parties” and “significant losses to the
public interest”, which is of great theoretical significance in
breaking through the “automatic injunction” theory for SEPs.

2. Reasons for the shift of judicial attitudes towards in-
junctive relief for SEPs in China

In the early judicial practice, Chinese courts took a
“one-size-fits-all” approach regardless of whether the in-
fringed patent was an SEP or not. In doing so, cases were
heard with lower cost but higher efficiency, and an increas-
ing number of disputes over intellectual property infringe-
ment were timely resolved. Of course, it is undeniable that
there were particular reasons for adopting the “one-size-fits-
all” approach in SEP -related disputes. On the one hand,
theoretical research on and practical exploration of injunc-
tion in China were insufficient; and on the other hand, the
publicity of standards and the strong monopoly of essential
patents draw the attention of domestic and foreign scholars
to patent hold-up * and royalty stacking *, which affected
the attitude of China’ s judicial authorities in early trials of
SEP infringement cases. However, the “one - size -fits - all”
judging rationale not only undermined fairness in individual
cases, but also damaged the principle of balance of inter-
ests that the intellectual property system should adhere to.
Therefore, more and more scholars argued over the defects
of the “automatic injunction” from the aspects of jurispru-
dence and economic analysis of law in a bid to provide a
theoretical foundation for improved restriction on the right to
claim injunctive relief.

First of all, theoretical research has further deepened
the understanding of the relationship between the “automat-
ic injunction” theory and corrective justice, providing a
more refined analysis of the conditions for the application of
injunctive relief for patents. Fairness and justice are one of
the value goals to be accomplished by reliefs, of which in-
junctive relief for patents is no exception. Since the goal of
injunctive relief for infringement is to enhance social welfare
and achieve corrective justice, 7 the issue of corrective jus-
tice must be addressed in discussion of injunction for pat-
ent infringement. According to the views of Aristotle’ s eth-
ics, people believed for a long time that corrective justice
was naturally linked with morality and ethics. The relation-
ship between corrective justice and tort law has not under-
gone a new development until Jules Coleman proposed a
new corrective justice theory that legal ethics is not neces-
sarily associated with morality. According to Coleman’ s
view on new corrective justice, “corrective justice cannot
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exist independently of tort law, and the content of corrective
justice is determined in the practice of tort law, i.e., correc-
tive justice adjusts human activities through the practice of
tort law”.?® As far as patent infringement is concerned,
where an actor infringes on other’s patent right, it is like im-
posing his own will on the patentee, thereby leading to un-
fairness. Where the actor gains benefits and the right holder
suffers losses, the tort law should intervene to adjust the im-
balance of interests. In other words, when judging whether
the goal of justice is achieved in the judgment of a dispute
over patent infringement, account shall be taken of whether
multiple value demands can be realized by stopping the ex-
ploitation of the patent in suit. That is to say, for the purpose
of making interests balanced, the infringer is required to re-
turn his income derived from infringement to the right hold-
er, and the reliefs, such as damages and cessation of in-
fringement, are no other than specific tools to balance inter-
ests in this process. In short, the right to claim injunctive re-
lief serves the purpose of corrective justice, but cessation of
infringement is not the goal of corrective justice. In this
sense, the “automatic injunction” theory is the misunder-
standing of corrective justice.

Second, the introduction of theories of law and econom-
ics makes scholars and practitioners further realize that in-
junctive relief for patent infringement shall not be applied in
all situations. In the 1960s and 1970s, scholars represented
by Guido Calabresi * and Richard Allen Posner * proposed
a new method for analyzing and reconstructing laws, i.e.
the economic analysis of law, which is a view of efficiency
based on welfare maximization. Guido Calabresi took tort
law as a tool to carry out the economic idea of welfare maxi-
mization, and put forward, based on the Coase theorem,
two types of rules, namely property rules and liability rules,
which protect entitlements. ® Property rules and liability
rules provide an all-round answer to “how to apply injunc-
tive relief” from an economic perspective. Property rules re-
fer to the situation that a party obtains other’ s entitlement
through negotiations before transaction. Liability rules are
applied where a party exploits the entitlement of its holder
without obtaining a permission in advance, and in such a
case, damages, the amount of which is generally be deter-
mined by the judicial authority at its discretion, shall be paid
to the right holder afterwards. Property rules require that the
grant of entitlement should be premised on the payment of
consideration. These rules provide an exclusive protection.
If a user does not reach an agreement with the patentee on
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the consideration paid for the use of rights in advance, such
use is equivalent to infringement in law. As such, the right
holder can seek for injunctive relief for patent infringement.
Liability rules allow for the acquisition of entitlement before
payment. These rules are not concerned with providing ex-
clusive relief for the infringement of the original entitlement,
rather allowing the judicial authority to use its judicial power
to award damages as a remedy to the right holder by such
means as value compensation or damage compensation. *

Through economic analysis of law, some scholars are
of the opinion that although injunctive relief falls within the
scope of property rules, the absolute application of injunc-
tive relief is highly likely to cause market failure in consider-
ation of many factors such as the difficulty in the delimita-
tion of intellectual property rights, negotiation costs, trans-
action barriers, risk attitude on strategic behaviours and so-
cial welfare reduction. However, in view of the high uncer-
tainty about intellectual property damages, the court-valua-
tion-based pricing model adopted by the liability rules does
not fully conform to the cost and efficiency principle. *
Therefore, as analyzed from the perspectives of property
rules and liability rules, cessation of infringement is the fun-
dament of intellectual property infringement remedies, and
damages can only function as a substitute where the statu-
tory conditions are met. The economic analysis of law, once
emerged, immediately created a huge impact in academic
and judicial circles, and has been applied in judicial prac-
tice at home and aboard. The “four-factor test” established
by the U.S. Supreme Court is applied when considering
whether to award injunctive relief **, German courts estab-
lish the prerequisites for seeking injunctive relief and the
“good faith” negotiation rule **, and Chinese courts decide
the injunctive relief under the “balance of interests” doc-
trine *, all of which basically overcome the shortcomings re-
sulting from the absolute application of the above two types
of entitlement-protecting rules by means of non-mandatory
application of cessation of infringement or damages.

Finally, the uncertainty over the delimitation of patent
rights and the inherent specialty of SEPs also decide the in-
evitability of shift of the judicial attitude towards injunctive
relief. Since the patent system stimulates inventions by
granting property rights, which is premised on the scope of
rights clarified in advance, China determined the scope of
rights by means of exclusion with prohibitive rules at the be-
ginning of legislation. However, with the advancement of
science and technology, the patent system is bound to face
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the challenge that the scope of rights clarified in advance
cannot meet the needs of social development. In compari-
son with tangible properties, patents, as one type of intangi-
ble properties, face the difficulty in delimiting the scope of
protection thereof, and patents, especially SEPs, have pub-
lic attributes, which determines that the application of in-
junctive relief in disputes over patent infringement is never
comparable to that in common disputes over property torts.
Moreover, the specialties of SEPs over ordinary patents re-
quire that multiple factors should be taken into consider-
ation when awarding injunctive relief. On the one hand, the
public nature of standards and the private nature of patents
decide that SEPs are more monopolistic than ordinary pat-
ents; and on the other hand, views are divided as to the le-
gal nature of FRAND licensing commitment among schol-
ars " and practitioners *, thereby rendering the application
of injunctive relief for SEPs more complicated.

Furthermore, with the rapid development of social
economy and technology, subject matters protected by in-
tellectual property rights have been constantly climbing up
in number and greatly increasing in types and are faced
with gradually lenient requirements. Accordingly, the effect
of intellectual property rights has been expanding in terms
of time, space, applicable acts or content of rights. More-
over, China’s policy of “comprehensively strengthening in-
tellectual property protection” ** may not only set barriers
for others to entry into related fields and participate in mar-
ket competition, but also lead to illegal intrusion into or seri-
ous occupation of other rights and public space. Such a
strong - expansion and strong - protection tendency may
cause uneasiness to the public and increase the uncertain-
ty in intellectual property protection. *° For the sake of allevi-
ating the current situations, judicial authorities have begun
to introduce factors, such as the principles of balance of in-
terests and proportionality, in the trial of patent-related cas-
es. For instance, “adherence to the principle of balance of
interests” is one of the guiding notions for drafting the Judi-
cial Interpretation (ll)*'. Subsequently, judges stated that
the principle of proportionality for intellectual property pro-
tection shall be followed in the field of patent rights, which
means the scope and strength of protection of patent rights
shall be reasonably determined according to the innovation
level thereof in a bid to make the innovation of patents com-
mensurate with the contribution they make. **

To sum up, the stance on injunctive relief has evolved
from the absolute, definite and automatic application to al-
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ternative application under special circumstances. During
the evolution, although the judicial attitudes towards the in-
junctive relief for ordinary patents and SEPs are changed
oppositely, the underlying theories behind the change are
consistent, that is, making a refined balance of interests
and calculation based on the principle of proportionality in-
stead of simply automatic awarding or not awarding injunc-
tion. Such a change in judicial attitudes is impossible with-
out the continuous accumulation of judicial practical experi-
ence and constant improvement in judicial capacity, and
enriched academic theories.

IV. Factors affecting the shift of
judicial attitudes towards injunctive
relief for SEPs in China

The shift of judicial attitudes of Chinese judicial authori-
ties towards injunctive relief for SEPs embodies an ever -
changing and updating process of fundamental theories,
and also reflects the basic role of the principle of balance of
interests in constructing the claim for injunctive relief for
SEPs, as well as the “invisible” role of the principle of pro-
portionality on injunctive relief for SEPs in judicial and legis-
lative processes.

1. The basic construction role of the principle of bal-
ance of interests

It has been recognized in the intellectual property aca-
demic circle that the principle of balance of interests, as a
vital principle in legislation and judicial practice, plays an
important guiding role in improving the intellectual property
legal system. Professor Wu Handong said that “adhering to
the principle of balance of interests as always is the basic
spirit of modern intellectual property law”. ** Professor Feng
Xiaoging insisted that “intellectual property law is a law
based on the balance of interests, which in turn constitutes
the cornerstone of intellectual property law”. ** On the one
hand, the basic connotation of the principle of balance of in-
terests in intellectual property law places emphasis on its re-
lationship with the protection of private rights, i.e., the pro-
tection of private rights acts as the prerequisite and the bal-
ance of interests serves as the constraint mechanism; and
on the other hand, said basic connotation enables the prin-
ciple of balance of interests to exert its function throughout
the overall interpretation and application processes of intel-
lectual property law. *® Likewise, for patents which clearly
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own the dual attributes of private rights and public interests,
the balance of interests is extremely crucial for determining
the scope of protection thereof. And in disputes over in-
fringement of SEPs, courts will surely take into consideration
the fundamental role of the principle of balance of interests
when awarding injunctive relief, so as to balance the rights
and obligations of both parties to the SEP license, and to
balance the interests of the SEP holders and the public.

First, as regards the interests of the SEP holders and
standard implementers, intellectual property laws have
made policy judgements on and institutional arrangements
for the balance of interests between the parties at the begin-
ning of legislation. However, the complexity of actual condi-
tions decides that the application of injunctive relief shall be
restricted to a certain extent where it goes against fairness
and justice. “® In judicial practice, when deciding whether to
grant injunctive relief, courts must weigh up the interests be-
tween the patent holders and implementers. For instance, in
IWNCOMM v. Sony* in 2017, regarding the civil liability of
Sony (patent implementer) for infringement, the second-in-
stance court took the faults of both parties in the process of
negotiations as the basis for determination. The finding of
faults and the degree thereof based on the facts of the case
is actually to balance the interests of the parties at the dis-
cretion of judicial authorities.

Second, regarding the balance between private inter-
ests and the public interest, “the desire to allow the fullest
scope to the assertion of individual rights may have to be
balanced against arguments appealing to the common
good and public advantage”, as said by Bodenheimer. * In
comparison with ordinary patents, SEPs demonstrate more
public attributes. If strict restrictions are imposed on the ex-
ploitation of SEPs, it will affect the satisfaction of public’s
demand for SEP products to a certain extent. For this rea-
son, it is necessary to weigh up the private interests of SEP
holders and the public interest in order to avoid unneces-
sary conflicts. At the current stage, the SEP holders are al-
lowed to restrain others from exploiting their patents mainly
because of the long-term interests of the public. To weigh
up between the interests of SEP holders and the public in-
terest is as a matter of fact a compromise between the cur-
rent public interest and the future public interest. Thus, in ju-
dicial practice, the courts tend to assess long-term public
interest and far-reaching implications. However, the uncer-
tainty of the future also compels the court to conduct a cor-
relative evaluation between whether to restrict the right to
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claim for injunctive relief and the present harm caused to
the public interest. For instance, in Hu Xiaoquan and Zhu Ji-
angrong v. Shandong Huinuo Pharmaceuticals, a dispute
over invention patent infringement *°, the first-instance court
clarified its view on whether Huinuo Pharmaceuticals should
stop infringing acts immediately, stating that “in this case,
Huinuo Parmaceuticals is the only domestic enterprise man-
ufacturing the drugs in suit. If Huinuo Parmaceuticals is or-
dered to stop utilizing the detection technology of the inven-
tion patent in suit, thereby being unable to produce and sell
the disputed drugs, it will inevitably engender substantial
detriment to the health of a vast number of patients in relat-
ed field and gravely undermine the public interest”. It can
be seen that in SEP -related disputes, judicial authorities
give greater weight to and protect the public interest behind
the standards when private interests are in conflict with the
public interest.

Concerning how to deal with the conflict between the
above two types of interests, this article holds that when
weighing up the interests between the parties to an SEP li-
cense, the court shall first identify the party that truly vio-
lates fairness and justice by means of fault determination
under the principle of good faith, and then decide whether
injunctive relief can be granted. When weighing up the pri-
vate interests and the public interest, the principle of effi-
ciency is also a factor to be taken into account in the appli-
cation of injunctive relief. How to make a trade-off between
fairness and efficiency requires case-by-case analysis in
the context of policies. In judicial practice, the greatest ad-
vantage of the principle of balance of interests is that judi-
cial authorities can make judgments that are in line with
both the legislative intent and the requirements of legal in-
terpretation based on specific case facts and foreseeable
social value orientation. However, it is difficult to directly ap-
ply the principle of balance of interests in judicial practice
due to its abstractness and generality. In contrast, a logical
hierarchy exists in the application of the principle of propor-
tionality in judicial practice. Through the process from factu-
al determination to value assessment which proceeds from
easy to difficult, the relatively complex and abstract legal
acts can be simplified and concretized, * and the applica-
tion of the principle of proportionality in judicial practice can
also solve the problem that the principle of balance of inter-
ests cannot be directly applied in judicial practice.

2. “Invisible” role of the principle of proportionality

The principle of proportionality was originally a funda-
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mental principle in administrative law. With the continuous
deepening of the academic understanding of the propor-
tional return in intellectual property law, the principle of pro-
portionality has been gradually introduced into the field of
intellectual property law. Justin Hughes proposed taking
the concept of “proportional contributions” in patent law as
the “value-added justification” in intellectual property law. °'
The principle of proportionality in intellectual property law
means that the scope of an intellectual property right should
be proportional to the value or importance of achievements
protected thereby. For some years, the United States Court
of Appeals for the Federal Circuit had a rule guaranteeing
that a patent owner who had won a patent infringement law-
suit could get a permanent injunction against the infring-
er. * However, Professor Merges deemed that when ap-
plied blindly, this rule sometimes gives patentees enormous
bargaining leverage, especially where the infringer would
suffer huge economic losses if the injunction means shut-
ting down a profitable product line. When large sunk costs
and a mechanical application of the injunction rule are com-
bined, a patent on a minor component of a complex prod-
uct can generate immense, and immensely disproportion-
ate, leverage. *® For instance, the principle of proportionality
underlies the rationale of the eBay case *. In this case, the
Supreme Court directed the lower courts to reject the “auto-
matic injunction” rule and replaced it with a test based on
the traditions of equitable remedies in patent infringement
cases. Moreover, in recent years, with the development of
intelligent connected vehicles, Germany, which takes auto-
mobile manufacturing as a pillar industry, has started to
take the principle of proportionality into consideration in
judgments ordering cessation of infringement.* In June
2021, the German Federal Assembly passed a bill to
amend the German Patent Act, wherein Section 139(1) stip-
ulates that the right to sue a party for cessation and desis-
tance is ruled out if asserting it would, based on the particu-
lar circumstances of the individual case and the principle of
good faith, lead to disproportionate, unjustified hardship for
the infringer or third parties which is not justified by the ex-
clusive right. In such cases, the aggrieved party is to be
granted reasonable monetary compensation. The claim for
compensation remains unaffected thereby. *

In recent years, some scholars have shown positive
and affirmative attitudes towards the incorporation of the
principle of proportionality into the China’ s patent law
through future revision. * At present, the principle of propor-
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tionality has been implicitly applied, though not explicitly
stipulated, in China’s intellectual property legislation and ju-
dicature. In disputes over SEP infringement, when evaluat-
ing the effect of injunctive relief, courts generally insist that
injunctive relief should be effective, satisfy the principle of
proportionality and the requirement of deterrence. Given
that injunction may have a broad impact on enterprises,
consumers and the public interest especially in the context
of the digital economy, the principle of proportionality shall
be given careful consideration on a case-by-case basis. **
For instance, in Huawei v. Samsung®, when deciding
whether to grant injunctive relief to Huawei, the court took in-
to account the good faith of the parties from both procedur-
al and substantial aspects. In view of the specialty of SEPs,
which, among other things, involves the public interest, al-
though the court granted injunctive relief to Huawei, it or-
dered that cessation of infringement may not be enforced
immediately in a bid to provide both parties with an opportu-
nity to return to the negotiating table. This judgment met the
requirements of the appropriateness and necessity of the
principle of proportionality on the premise of an effective in-
junctive relief. Furthermore, the gist of Case No. 27 of the
Judgment Essentials (2022) Released by IP Court of the Su-
preme People’s Court indicates that “in a dispute over SEP
infringement, injunctive relief can be awarded with addition-
al conditions according to the specific details of the case.
For instance, when ordering the SEP implementer to stop in-
fringement, the court can also grant the SEP implementer a
reasonable grace period for amending his or its technical so-
lution, or clarify his or its obligation for cessation of infringe-
ment until the actual payment of sufficient damages or royal-
ties in line with the FRAND principle.” It can be seen that in
judicial practice, there is a tendency that the “invisible” role
of the principle of proportionality has become obvious.

Conclusion

To sum up, although in China, the judicial attitudes to-
wards injunctive relief for ordinary patents and SEPs are
shifted in a completely different direction, they are under
the same guiding notion, i.e., to achieve judicial confidence
in pursuit of the balance of interests in individual cases. As
for the underlying reasons, it would not be hard to find that
on the one hand, the shift of China’ s judicial attitudes to-
wards injunctive relief is an inevitable result of the continu-
ous deepening of academic theoretical research by schol-
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ars, as well as the requirements of intellectual property for
expansion and development, especially the inherent spe-
cialty of SEPs. The enrichment and evolution of academic
theoretical research have nourished and supported the
transformation of judicial notions; the transformation of judi-
cial notions in turn has prompted judicial authorities to at-
tempt to apply new adjudicative rules in individual cases;
and in the end, the accumulated adjudicative rules have
been confirmed by judicial documents. On the other hand,
in the trial of individual cases, the judicial authorities have al-
so fully demonstrated the confidence in judicial trials, that
is, to fully and reasonably bring the positive role of discre-
tionary power into full play so as to achieve the balance of
interests in individual cases. Meanwhile, efforts have been
made to better deal with a number of disputes over SEP in-
fringement with Chinese characteristics by means of, e.g.,
the principle of balance of interests and the principle of pro-
portionality, which provide adjudication rules that can serve
as reference for the trial of SEP cases at home and aboard,
and fully demonstrate China’ s judicial attitudes towards
constant innovation and judicial confidence underlying
each case and each judicial document.

The authors”’ affiliations: Wang Wenjing, Engineer of
China Institute of Marine Technology & Economy of
China State Shipbuilding Corporation Limited;

and Du Ying, Professor of School of Law of Central
University of Finance and Economics

! Huang Yuye and Lu Tian (2018). The limitation of injunctive relief
for infringement on patent—Based on the Article 26 of the Judicial In-
terpretation (II). Journal of Beijing Institute of Technology (Social Sci-
ence Section), 3.

2 Zhang Ling (2011). The civil liability of cessation of infringement:
What does it mean and how will it be improved in patent infringement
actions. The Jurist, 4.

3 Intellectual property protection by Chinese courts in 2009. Posted in
page 3 of People s Court Daily on 21 April 2010.

4 Zhou Yu (2020). Intertwining of intellectual property rights and stan-
dards. Electronics Intellectual Property, 1.

> Wang Haiying and Hu Xueying (2018). The principle of injunctive re-
lief for SEPs. People ’s Judicature - Application, 22.

° Letter of the Supreme People’s Court on the Issue of Whether the Ex-
ploitation of a Patent in the Specification for the Design of Ram-Com-

paction Piles with a Composite Bearing Base, an Industry Standard Is-



CHINA PATENTS & TRADEMARKS NO.2, 2025

sued by the Ministry of Construction, by Chaoyang Xingnuo Company
for Design and Construction According to the Standard Constitutes Pat-
ent Infringement (Reply Letter No. Minsantazi 4[2008] issued by the
Supreme People’s Court) (8 July 2008).

" Qiu Yongging (Vice President of the IP Tribunal of Guangdong High
People’ s Court). Discussion on legal issues in practice regarding
SEPs, a speech at the Power-Nation Intellectual Property Forum. Re-
trieved from https://mp. weixin. qq. com/s/h8abRBIF3wFX2CUA4Cy -
uOA. Last visit on 16 November 2024.

% Zhang Weijun (2016). Implied license or statutory license—On the
provision of SEPs disclosure in the draft amendments to the Patent
Law. Journal of Tongji University (Social Science Section), 3.

? See the Interpretation of the Supreme People’ s Court on Several Is-
sues Concerning the Application of Law in the Trial of Disputes over
Patent Infringement (Draft for Comments) (released on 18 June 2009).
0 Zhang Jingting v. Hengshui Ziyahe Construction Engineering Co.,
Ltd. and others, a dispute over infringement of an invention patent. See
the Civil Judgment No. Mintizi 125/2012 .

' Department of Housing and Urban - Rural Development of Hebei
Province (8 March 2006). Hebei Provincial Engineering Construction
Standards “CL Structural Design Code” (DB13(J)43-2006). Retrieved
from http://zfcxjst. hebei. gov. cn / zhengcewenjian / tfwj / 201507 /
t20150725_200178.html. Last visit on 16 November 2024.

2 The Interim Provisions on the Administration of National Standards
Involving Patents (issued on 30 December 2013). Retrieved from http:
/Iwww.sac.gov.cn/sxxgk/zcwj/202101/t20210122_347071.html. Last
visit on 16 November 2024.

% Gu Xin (2020). Issues concerning injunctive relief for SEPs in Chi-
na. China Conference, 6.

Y Provisions on Prohibiting the Abuse of Intellectual Property Rights
to Exclude and Restrain Competition (issued on 7 April 2015 as Order
No. 74 of the State Administration for Industry and Commerce).

Y Huawei Technologies Co., Ltd. v. IDC, an appeal concerning abuse
of market dominance. See the Civil Judgment No. Yuegaofaminsan-
zhongzi 306/2013.

10 See the Interpretation (II) of the Supreme People ’s Court on Several
Issues Concerning the Application of Law in the Trial of Disputes over
Patent Infringement (No. Fa-shi 1/2016).

" Qilu Parmaceuticals v. Beijing Sihuan Parmaceuticals, a retrial case
concerning invention patent infringement. See the Civil Ruling No.
Zuigaofaminshen 4107/2017.

¥ Liu Jian (2019). Comparative research on injunctive relief for stan-
dard essential patents. Graduate Law Review, 6.

19 Zhao Yuanguo (compiler) (2003). The Conception and Birth of Chi-
na’s Patent Law (pp. 82-97). Intellectual Property Publishing House.

| FEATURE ARTICLE | 35

20 Cui Guobin (2006). Criticism on judicial legislation in intellectual
property law. China Legal Science, 1.

! Yang Tao (2017). Research on permanent injunction system in intel-
lectual property law. Science of Law (Journal of Northwest University
of Political Science and Law), 5.

22 Cao Shiquan, Chen Xiaojun and Gao Fei (1998). Reflection on tradi-
tional culture and codification of Chinese civil law. Chinese Journal of
Law, 1.

% Huawei Technologies Co., Ltd. v. Samsung (China) Investment Co.,
Ltd., Huizhou Samsung Electronics Co., Ltd., Tianjin Samsung Com-
munication Technology Co., Ltd. and others, a dispute over SEP in-
fringement. See the Civil Judgments Nos. YueO3minchu 816/2016 and
840/2016.

2 Sony Mobile Communications (China) Co., Lid. v. China IWN-
COMM Co., Ltd., an appeal over invention patent infringement. See
the Civil Judgment No. Jingminzhong 454/2017.

% Michael A Heller and Rebecca S E. (1998). Can patents deter innova-
tion? The anticommons in biomedical research (p. 698). Science,
Vol.280:5.

2 Mark A. Lemley and Carl Shapiro (2006). Patent holdup and royalty
stacking (pp.1991-1993). Texas Law Review, Vol.85.

% Gary T. Schwartz (1997). Mixed theories of tort law: Affirming both
deterrence and corrective justice (p.1801). Texas Law Review, Vol.75.
% Sun Dawei (2009). Result liability as the justification basis of tort: In
the developing fabric of Anglo-American tort theory. Law and Social
Development, 2.

2 Guido Calabresi (1961). Some thoughts on risk distribution and the
Law of Torts (pp.500-503). The Yale Law Journal, Vol. 70.

30 Richard Allen Posner (1981). The concept of corrective justice in re-
cent theories of Tort Law (pp. 187-206). The Journal of Legal Studies,
Vol.10 :1.

3 Guido Calabresi and A. Douglas Meland (1972). Property rules, lia-
bility rules, and inalienability: One view of the cathedral (pp. 1089 -
1128). Harvard Law Review, Vol.85:6.

3 Yin Tian (2001). On the institutional value of the right of real claim
—Comment on the related stipulations of the proposal draft of China
Real Right Law. Science of Law (Journal of Northwest University of
Political Science and Law), 4.

* Yang Tao (2018). On the application of the injunctive relief in intel-
lectual property law—Analyzed from the perspectives of property
rules and liability rules. Studies in Law and Business, 1.

3 See eBay Inc. et al. v. MercExchange, L.L.C., 547 U.S. 388 (2006).

% See Case C-170/13, Huawei Technologies Co. Ltd v. ZTE Corp.,
ZTE Deutschland GmbH, July 21, 2015, p.65.

% See supra note 23.



36 | FEATURE ARTICLE |

37 Guan Yuying (2019). Analysis of the legal nature of FRAND decla-
ration made by SEP holders. Global Law Review, 3.

% The third-party beneficiary contract theory was adopted in Apple v.
Motorola and Wireless Planet v. Huawei. The German court adopted
the invitation to offer theory in Motorola v. Microsoft. The European
Court of Justice adopted the negotiation obligation theory in Samsung
v. Apple. The Tokyo District Court of Japan adopted the theory of pro-
hibiting abuse of rights in Samsung v. Apple. The Chinese court adopt-
ed the good faith theory in Huawei v. IDC, and the unilateral legal ac-
tion theory in IWNCOMM v. Sony.

3 Xi Jinping. Strengthening intellectual property protection compre-
hensively, stimulating innovation vitality and promoting the construc-
tion of a new development pattern. Posted on gstheory.cn on 31 Janu-
ary 2021. Retrieved from https://baijiahao. baidu. com / s? id=
1690385622774993559. Last visit on 17 November 2024.

1 Guan Ronggi (2020). Legal boundary of Chinese intellectual proper-
ty protection. Academic Journal, 1.

! Abstract of annual report (2013) on intellectual property cases of the
Supreme People’ s Court. People’s Court Daily, the first page, pub-
lished on 24 April 2014.

2 Song Xiaoming (2015). China’s intellectual property judicial policy
under new circumstances. Intellectual Property, 5.

* Wu Handong (2005). Research on the System of Copyright Fair Use
(p. 71). China University of Political Science and Law Press.

# Feng Xiaoqing (2007). Value composition of intellectual property:
Research on the mechanism of balance of interests in intellectual prop-
erty law. China Legal Science, 1.

> Ren Huan (2005). Interest balance principle of IP law. Intellectual
Property, 3.

° He Peng (2019). Jurisprudential interpretation of intellectual proper-
ty law-making: From utilitarianism to Pragmatism. Law and Social De-
velopment, 4.

7 See supra note 24.

8 Edgar Bodenheimer [US]. Jurisprudence: The Philosophy and Meth-
od of the Law (p. 471). Translated by Deng Zhenglai. China University
of Political Science and Law Press.

Y Hu Xiaoquan and Zhu Jiangrong v. Shandong Huiruo Parmaceuti-
cals, a dispute over invention patent infringement. See the Civil Judg-
ment No. Lu06minchu 195/2017.

" Bi Wenxuan (2018). Application of the principle of proportionality
in intellectual property law. Theoretical Exploration, 6.

>l Justin Hughes (1988). The philosophy of intellectual property (pp.
287-310). Georgetown University Law Center and Georgetown Law
Journal, Vol. 77.

2 Robert P. Merges (2011). Justifyving Intellectual Property (p. 161).

CHINA PATENTS & TRADEMARKS NO.2, 2025

Harvard University Press.

» Robert P. Merges (2010). The trouble with trolls: Innovation, rent-
seeking and patent law reform (p. 1583). Berkeley Technology Law
Journal, Vol.24.

*! See supra note 34.

 Zhou Yingping. The principle of proportionality in judgment on ces-
sation of infringement. Finance and Economics of Intellectual Proper-
ty, posted on 21 August 2023. Retrieved from https://mp. weixin. qq.
com/s/S1Yglr - AEW4TMsa23SIWKw. Last visit on 20 November
2024.

* WIPO Lex: German Patent Law (revised on 30 August 2021). Re-
trieved from https://www.wipo.int/wipolex/zh/text/585208. Last visit
on 20 November 2024.

> Bi Wenxuan (2018). Application of the principle of proportionality
in intellectual property law. Theoretical Exploration, 6.

Zhu Xianghua (2018). The enlightenment of the European Commis-
sion’s EU method on SEPs to China. Standard Science, 6.

Zhang Weijun and Zhang Xiaoquan (2022). Application of the propor-
tionality principle to injunctive relief in German Patent Act and its en-
lightenment to China. China Patents & Trademarks, 4.

% Zhu Xianghua (2018). The enlightenment of the European Commis-
sion’s EU method on SEPs to China. Standard Science, 6.

* See supra note 23.

China and Brazil Extend
PPH Pilot Program

Recently, the China National Intellectual Property
Administration (CNIPA) and the National Institute of In-
dustrial Property (INPI) have jointly decided to extend
the CNIPA-INPI Patent Prosecution Highway (PPH) pilot
program starting from 1 January 2025.

According to information released by INPI, its PPH
program will enter a new phase starting from 1 January
2025. The restriction that previously allowed each appli-
cant to submit only one application per week will be lift-
ed. Since the first quarter of 2025, INPI will not accept
PPH applications under IPC classification HO4. The ac-
cepted technical fields will be reassessed quarterly.

Since the initiation of the first PPH program in No-
vember 2011, the CNIPA has built PPH ties with 33 na-
tional or regional patent examination authorities, cover-
ing 84 countries.

Source: CNIPA



