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1   Introduction  
 

1.1   Background  
China has the most trademark filings per year in the world. In 2019, China accounted for 51.4 

% of the world’s trademark filings, according to The World Intellectual Property Organization 

(WIPO).1 In total, China recorded almost 7.4 million trademark filings in 2019, contrasting 

from the US, which recorded the second highest number of 640 181 trademark filings. These 

two countries have had the most trademark filings per year since year 2000, but China has 

increased the filings from twice as many as the US to eleven times as many.2 

 

China is an attractive place for business, both in terms of manufacturing and of sales. Even so, 

China carries a reputation of being a faking nation.3 The laws regulating intellectual property 

rights (IPR) have sprung up since the opening of the market and have been evolving quickly 

since then, with the newest amendment of the trademark law having been implemented at the 

end of 2019.  

 

The Chinese government has undeniably put big efforts into IPR protection. But that does not 

mean that going into the Chinese market is a risk-free enterprise. A foreign company cannot 

expect the regulations and the situation regarding the prevalence and type of infringement to be 

similar to those in their home country. It is of outmost importance to be well-prepared before 

entering the Chinese market, since a good preparation can avoid expensive and, in some cases 

irreparable damage to a brand. However, only by reading the law, it is not clear what provisions 

are efficient for risk prevention and enforcement of rights. Both to discern the risks and to 

ascertain law in practice, it is of interest to approach the subject at hand from the point of view 

of the subjects of the law.  

 

In this study, I will examine the legal and cultural context that Swedish retail companies will 

face when entering the Chinese market. Through qualitative interviews, five Swedish 

companies with established presence in China have been inquired about three topics concerning 

their brands. Firstly, they have been asked about the risks they find facing their brand in China, 

                                                
1 WIPO IP Facts and Figures 2019, p. 21. 
2 WIPO IP Facts and Figures 2019, p. 22. 
3 Yang, 2016, p. 18. 
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such as malicious trademark registrations and counterfeits. Secondly, what legal and practical 

measures do they take to proactively avoid those risks from coming into fruition? Thirdly and 

lastly, they have been asked about what they do to enforce their rights once the risks have been 

actualised into a problem. Additionally, two experts have through qualitative interviews been 

inquired about the same topics and also been given the opportunity to comment on the issues 

raised by the participating company representatives. 

 

 

1.2   Aim  and  questions  
The aim of this study is to describe and analyse infringement prevention and effective 

enforcement of trademark rights in China from the perspective of Swedish companies 

established in China within retail. 

 

To fulfil the aim of the study, the following questions will be answered: 

•   What is the historical, legal and cultural context of the Chinese retail sector? 

•   What risks associated to trademarks can be identified for Swedish retail companies in 

China? 

•   How can these risks be effectively avoided by preparation and proactive measures, both 

legally and in practice? 

•   How can the rights be enforced with the aim to stop infringement and limit damage 

when the risks are actualised? 

 

The study is conducted from a Swedish right holder perspective. The perspective can to some 

extent be understood as a European perspective, since the European business owner generally 

comes from a more or less similar regulatory background regarding IPR and therefore encounter 

similar issues in China. Applying such perspective allows the study to remain on what is 

important for the company, even when such issue would fall outside of pure trademark law, and 

rather touch upon the area of business practice. Therefore, some business practice inquiries are 

allowed room for, since trademarks and other IPR – except for being its own legal science – 

coexists with and cannot stand without business practices of a practical and strategical manner. 
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1.3   Limitations  
The service sector is excluded from the scope of the study, which otherwise could be argued is 

a part of the retail bracket. In this study, retail is understood as the part of the market in which 

physical products are sold to consumers. Retail targets the consumer experience, and the 

consumer does not want or buy different products with the legal definition of trademark in 

mind. For this reason, it would have been of interest to make a fuller coverage of the different 

legal provisions for the cluster of IP that can be enveloped within retail in the view of the 

costumer experience. But because of the limited scope of this study only legal aspects of 

trademarks will be discussed in detail. Even so, by using the perspective, a certain aspect of 

fluidity in the term is needed since different IPR sometimes overlap. Certain other IP, such as 

design and copyright will therefore be discussed where it is relevant, without examining how 

to acquire such registered rights.  

 

Because of the prevalence of illegitimate goods being traced to the trademark owner’s own 

production chain – fake fakes – it would be of interest researching contract law related to IP 

protection as well as other mechanisms for conflict resolution rather than the conventional 

judicial proceedings. In the interviews conducted, some contract law was brought up that 

greatly impact IPR. Albeit the large impact, the topic is so large it calls for a complete separate 

study. These contract law topics concern the effect of contract language, ownership, 

formulation of non-disclosure agreements and trade secrets. Naturally, these topics go into the 

parts of IP that adheres to business practices, and will therefore have to be discussed in some 

detail when necessary. This study does however not aim to detail these issues and only discuss 

it where it is relevant. Moreover, in this study, only civil proceedings are discussed, but because 

of the contractual relationship it is also possible to choose arbitration or mediation. Arbitration 

was moreover a common choice for the companies participating in this study, but due to space 

constraint this will not be included. 

 

 

1.4   Terminology  
China is understood as the People’s Republic of China (PRC), thus mainland China, excluding 

Taiwan and the special administrative regions Macau and Hong Kong. 

 

A trademark is an IPR consisting of a recognisable sign, design or expression which identifies 

products of a particular source. In China, following marks can be registered as a trademark: 
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“any mark, including any word, device, any letter of the alphabet, any number, three-

dimensional symbol, colour combination, sound or any combination thereof that identifies and 

distinguishes the goods of a natural person, legal person or other organisation from other 

goods”.4 

 

This study is on trademarks, but the topic should not be understood solely as its legal meaning. 

The word trademark is the legal term behind the word brand. The trademark is what would be 

registered to protect the brand. A brand can be understood as a broader concept than what its 

legal term encompasses. The brand is what the consumer would attach a meaning to and a 

connection to a certain product, chain, concept etc. A consumer can attach this meaning of the 

brand behind solely based on the design of a product, and not necessarily by a visible logo or 

word mark. By regarding the consumer’s attachment to a brand there is an undeniable fluidity 

between different underlying legal terms, such as trademark, copyright and design. The same 

attachment to the word brand is held by the interview subjects, who use the word brand more 

so than the word trademark. For these reasons, both terms are used. 

 

There’s a commercial distinction to be made between the terms infringers and counterfeiters, 

based on the nature of the infringement. Infringement refers to any type of illegitimate use. 

Counterfeiters are conducting a type of infringement, so the distinction is not of a legal kind. 

The commercial distinction means that a counterfeiter is typically not a legitimate company and 

there is typically no legality behind their operations. The typical trademark infringer however, 

would be a competitor using a similar trademark of the right holder, holding a legitimate 

company and mixing infringing products with legitimate ones. By freeriding on the better-

known brands’ products and recognition, the infringing company can obtain an immediate 

economic advantage, and since they usually have the legal aspects in order, they do not have to 

hold much fear of repercussions.  

 

                                                
4 Art. 8 Trademark Law of the People’s Republic of China (2019 amendment), adopted at the 24th Session of the 
Standing Committee of the Fifth National People’s Congress on August 23rd, 1982; first amended by the “Decision 
Regarding the Revision of the Trademark Law of the People’s Republic of China,” adopted at the 30th Session of 
the Standing Committee of the Seventh National People’s Congress on February 22nd, 1993; again amended by 
the “Decision Regarding the Revision of the Trademark Law of the People’s Republic of China,” adopted at the 
24th Session of the Standing Committee of the Ninth National People’s Congress on October 27th, 2001; and 
amended for the third time according to the “Decision on the Revision of the Trademark Law of the People’s 
Republic of China”, adopted at the 4th Session of the Standing Committee of the Twelfth National People’s 
Congress on August 30th, 2013; and amended for the fourth time by the “Decision Regarding the Revision of the 
Construction Law Including Eight Laws” adopted at the 10th Session of the Standing Committee of the 13th 
National People’s Congress on April 23rd, 2019. 
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Fakes can also be divided into so called real fakes and fake fakes. A real fake is what would 

usually come to mind when people think of counterfeit goods, stemming from underground 

production of copied well-known brands. A fake fake is a double negation where the product is 

unlawfully at the market but the product itself is produced at a legitimate factory, created 

through nightly production or over production and thus ending up at the black market. 

 

The spelling of Chinese words follows the pinyin5 system. 

 

 

1.5   Method  and  material  
1.5.1   An  interdisciplinary  scientific  approach  analysing  law  and  using  

interviews  
When deciding upon the method of a study the knowledge of interest is decisive. The 

knowledge of interest is also decisive for the choice of perspective on the legal matter in 

question and its implementation. In the present study, this means that I choose to use an 

interdisciplinary scientific approach where the method is not purely within legal science.6 The 

law in practice will thus be analysed through a combination of legal science and the field of 

empirical social science, since the meaning of Chinese law on the matter will rely on the local 

interpretation of law made by local authorities. 

 

Hence, the analysis of legal texts and doctrine will be a less extensive version of the traditional 

legal method where the law would be interpreted based on the original meaning of the law 

through a systemised legal hierarchy. 7  In China, the laws are written top down through 

governmental decisions where there is limited insight, so there is no preparatory work to lean 

on when interpreting the law if compared with Scandinavian law.  

 

Moreover, even though Chinese law has largely based many laws on especially a German 

concept of law, the laws are in general written in a way that is often open for interpretation to 

allow for local variations, which is a remnant of traditional Chinese law. The authorities on 

local levels then write their own implementation rules. When it comes to precedence, they have 

leading effect, but they’re not binding for a court even at Supreme Court (SPC) level.8 

                                                
5 The pinyin system is the official romanisation system for Standard Chinese in mainland China. 
6 Minna Gräns, in Korling and Zamboni, 2015, p. 428. 
7 See for example, Minna Gräns, in Korling and Zamboni, 2015, p. 421. 
8 See Bogdan, 2013, p. 164. 
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For these reasons, investigating how authorities implement and apply the law is necessary to 

discern the legal situation, which otherwise is uncertain. The legal content will be clarified in 

the contacts the company representatives have with those who do apply the law. Therefore, I 

have chosen to interview representatives of five Swedish companies in China to establish and 

analyse law. To enhance their perspective, a right holder perspective is used to ascertain law in 

practice. The perspective is useful to focus on a particular situation and outlook, in this case the 

situation for Swedish companies within retail operating in China. However, the prevalence of 

local variations of legal practice means that this study cannot give a full geographical coverage, 

but the study can give an indication of the law in practice for Swedish companies in retail. 

 

1.5.2   Conducting  the  interviews  
The collection and analysis of the interview data need to be carried out using a social scientific 

qualitative method, since this methodology is not covered by the legal method. Since the aim 

of the study is not only to provide knowledge within the law itself but mainly provide 

knowledge about and around the law queries with both legal and social scientific characteristics 

are connected. 

 

The Swedish right holder perspective allows for a sufficiently cohesive group of companies 

within retail with similar backgrounds. Their reflections are brought forth through qualitative 

interviews.9 

 

Qualitative interviews cannot give generalised answers but are used to create a broader 

understanding on a specific topic. This contrasts the quantitative method, which would be able 

to give quantifiable results, where the analysis is less dependent on the researcher.10 By using 

a semi-structured format, where the conversation is structured by different topics, the 

interviewee is allowed to speak freely within the given frame.11 Following the transcription of 

the interviews, the material was analysed through content analysis where the text was coded 

into different topics. This method allows the analysis and results to be to a large extent based 

on the interviewees’ answers, with limited interference of the researcher’s prejudice. These 

                                                
9 See Bryman, 2016, p. 487. 
10 Ibid. 
11 Bryman, 2016, p. 563. 
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interviews do not attempt at giving a full view on how it is all over China, but to reflect the 

views and experiences of the companies participating. 

 

The participants in the interviews have been strategically selected.12 Different companies were 

first listed that fulfil certain criteria.13 The criteria are that the company is originally from 

Sweden and have at least one trademark in use at the Chinese market by selling a or several 

products to consumers in China. Moreover, the product itself has to be recognisable to the 

consumer in some way, such as by the trademark logo or the design of the product. This resulted 

in a selection with a variation in company sizes and types of products. This allows for a broad 

spectrum of issues raised since different types of products face different risks, as well as budget 

and size affect preventive measures and enforcement options. 

 

In order to come into contact with company representatives possessing the relevant knowledge 

and experience within these companies, the snowball method was used based on my contact 

network in China.14  Two experts were also interviewed and they were selected based on 

recommendations from my contact network and spontaneous recommendations as I was 

looking for company representatives. Because of the limited presence of the Swedish 

community, both experts were not Swedish. One expert gave therefore a European perspective, 

which also could be said is a Swedish one, since the issues could be described as equivalent for 

different EU countries in China.   

 

The experts enhance the study by providing a broader perspective on the topics and work as a 

commentary to the statements of the company representatives. They were therefore planned to 

take place after completing the interviews with the company representatives. Due to colliding 

time schedules, one company representative was however interviewed after the experts.  

 

All participants, company representatives and experts alike, have been contacted by email 

where I have described the topic and how long the interview would take. After receiving a 

positive response, they would then receive a formal invitation to participate which also 

contained informed consent. 

 

                                                
12 Bryman, 2016, p. 496-498; Trost, 1993, p. 70. 
13 See Bryman, 2016, p. 497. 
14 Bryman, 2016, p. 504. 



 
 

13 

The perspective is from the right holder, and in this study, it should be understood as the 

business or owner of the business. In the invitation to participate in the study, the interview 

subjects were let to know that they are required to possess relevant knowledge of their 

trademark protection in China. I let them decide for themselves if they thought they could 

answer the types of questions I wanted to ask. This resulted in a varied set of backgrounds and 

knowledge within the subject and their own company’s IP as well.  

 

Six individuals representing five companies were interviewed. Half of the interviewed persons 

are of Chinese origin and half are of Swedish origin. Some have worked at the company for a 

long time, and some are relatively newly employed. Two of the participants are business 

owners. The other participants are working as legal counsel at the company. Of these 

participants, two have had legal education in Sweden, one in China and one in the US.  

 

While the company representatives provide their own experiences and opinions, the experts 

provide a broader perspective. Expert A has a degree in criminology. For her work, she is in 

contact with companies who experience similar issues as the company representatives that have 

been interviewed about. Her company provides investigative services and guides companies 

leading up to escalating the situation to a legal case.  

 

Expert A can provide suggestions on how to deal with issues in a more practical way, while 

expert B is updated on legal development in the field. Expert B has a law degree and works for 

the EU in China and has many years of experience within IP. He is updated in government 

policy as well as the European experience and perspective on the Chinese regulatory system. 

 

1.5.3   Ethical  considerations  
The interviews contain sensitive information about the companies. If this information would be 

revealed it would risk serious damage to the business, since it might reveal how they work with, 

or neglect to protect, their IP. Therefore, the interview subjects, their brands and products are 

held anonymous. The company representatives are not coded in this study so the statements 

cannot be tied together. When they are quoted, unless it otherwise clearly says, they will be 

cited as “company representative”. Their type of goods will not be discussed either, since it 

could be easy for the reader to figure out by deduction what company lies behind the said 

product. It could have been of interest to have an introduction of each company and an 

estimation of their market position, such as where they have presence, how known they are and 
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how big they are, since these prerequisites will affect how much they would be targeted by 

counterfeiters and in what way they can respond. I deemed it however to be more important to 

protect the interview subjects from being identified, so they will not be introduced and they will 

not be coded either to allow the reader to tell each story apart.15 Where it is relevant, one citation 

will be referenced to another if there is a story that should be linked. Where it is relevant, market 

position might be loosely mentioned, such as when a certain action is costlier than another. 

 

The interview subjects, both companies and experts, are informed about the interviews being 

recorded and how these recordings are handled. When transcribing the interviews, the names 

of persons, companies, brands and designs involved are not written down with their full name, 

but only using the first letter of the name to help the interview subject identify the topic of 

conversation. The interview transcription is then sent to the corresponding interview subject 

who is given the right to change, add and retract statements. No interview subject can take part 

of another interview subject’s interview transcription. The interview subjects are moreover 

informed that they will not be given the opportunity to make changes of their statements in the 

finished text, to ensure the independence of the analysis. 

 

The experts in the study were let to comment on different situations the company 

representatives had discussed in their interviews. When doing this commentary, I would tell 

them during the interview about the situation, leaving out things that would tie the information 

to a certain company or product. 

 

The experts in the study are treated the same way as the other interview subjects, except being 

coded to allow the reader to separate their statements. They are coded as expert A and expert 

B, because it is relevant to tell their statements apart since they have different expertise within 

the field. It was discussed citing the experts by their names to add more transparency to the 

study, but since there was some hesitation regarding naming them or not, it was decided to not 

name them, since that would be the more ethical alternative.  

 

1.5.4   Material  
The material for this study consists of the results of the interviews, a combination of legal text 

and prior research on the topic. The interviews are used from the third chapter onwards in this 

                                                
15 Cf. Trost, 1993, p. 63. 
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study. The interviews are not used in the second chapter because this chapter aims at providing 

the reader with required prior knowledge. Because of time restrictions court cases referred to 

in this study are referred from second hand sources, because the time it would take me to find 

them, read them in Chinese and then analyse them is not reasonable for a work of this size. 

They will therefore be referred to within prior research. 

 

Within prior research published articles will also be included. A source that usually would be 

deemed low within the hierarchy of the legal method are blog posts. There are however law 

firms that publish articles on different legal topics in blog form. Because the focus in this study 

is on law in practice, with a law that recently has been amended, this type of source proves very 

valuable since these articles are written by lawyers who work with the same type of questions. 

China Law Blog by Harris Bricken law firm has been especially useful, since they have many 

up to date and relevant articles on IP law. 

 

Another law firm’s publication that has been used in this work is a book published by the 

Swedish law firm Mannheimer Swartling that tackles business strategies in China. Within the 

same field, but even more focused on IPR, Beconcini’s work on preventive IP strategies has 

been particularly useful. These two works both provide a European perspective. 

 

Kossof’s work about the third amendment of the Chinese trademark law. There is no English 

version of the fourth amendment of the trademark law published yet. This law I have therefore 

read and interpreted in original. But interpreting the changes of law in practice made through 

the fourth amendment requires more than just translation. It is still too early to say what the 

impact of some provisions will be, but where it has been possible I have attempted to interpret 

it based on a patchwork of different sources and of course through the interviews. In this field, 

expert B has possessed the most knowledge. 

 

Legal doctrine is lacking when it comes to exploring cultural phenomena and their underlying 

causes. Therefore, research in other fields has been crucial for the portrayal of infringement in 

China. Well worth mentioning in this regard, have been Lin’s anthropological work about 

consumerism of counterfeit goods in China and Yang’s interdisciplinary work of culture studies 

and globalisation studies about counterfeit culture and nation branding.  
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2   Contextualising  the  Chinese  retail  sector  
This chapter aims at introducing the reader to topics within Chinese legal history and legal 

culture connected to IPR, as well as giving an introduction to the copycat culture in China. This 

chapter is based on prior research. 

 

2.1   Legal  development  of  IP  in  China  
2.1.1   Historical  background  to  Chinese  legal  culture  

Law in the western sense has played a small role throughout China’s history. The Confucian 

thought of natural law has dominated the field for over 2000 years, and was elevated as state 

ideology throughout imperial times since 134 BC.16 Rather than legal rules (fa), individuals 

were governed by the Confucian concept of propriety and morality (li).17 Social harmony and 

social order are more important than individual rights. A morally superior person would avoid 

confrontation and be ready to adjust his conception of his rights to the needs and demands of 

others.18 The ideal would be to have no need for law at all.19  

 

In 1911, the nationalist party – Guomindang – overthrew the last dynasty, making China a 

republic. Guomindang drafted a civil law system modelled on European legal codes, moving 

away from Confucian ideals for the first time.20 From that time onwards, even though the norms 

themselves have been imported to a large extent from mainly Germany, have held 

Confucianism as an integral part of the legal culture. This is also the official statement about 

the role of law in modern China, that the legal culture draws on a long tradition of 

Confucianism. This means that the legal norms are often held quite open for interpretation, in 

order to be able to adapt to the local behaviour and attitudes.21 Most disputes have traditionally 

been resolved by settlements and compromises through mediation, and even when a case is 

driven to court there might be a reluctance to declare that someone is wrong or right.22 Today, 

the role of mediation compared with court trials has diminished greatly, and litigation is 

becoming more and more common method of dispute resolution. 

 

                                                
16 Luney, 1989, p. 130 and Zhang, 2014, p. 321. 
17 Potter, 2001, p. 8 and Bogdan, 2013, p. 161. 
18 Luney, 1989, p. 130-131. 
19 Zhang, 2014, p. 318. 
20 Luney, 1989, p. 131. 
21 Potter, 2001, p. 6-7. 
22 Luney, 1989, p. 135-137. 
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2.1.2   The  development  of  IP  law  
The PRC was established in 1949, and even though the trademark law dates from 1982, the 

regulations on trademarks had started 30 years earlier. In 1950, there was a voluntary trademark 

registration system established. The Cultural Revolution caused a legal collapse in China, and 

the shift from private to national ownership rendered trademark registration and protection 

obsolete. In a planned economy, there is no room for intellectual property ownership.23  

 

The Cultural Revolution lasted until 1976 and the process of the Chinese economic reform with 

the opening of the market started in 1978 led by Deng Xiaoping. A trademark registration and 

protection system was re-established in the same year with the establishment of the State 

Administration for Industry and Commerce (SAIC), which contains the Chinese Trademark 

Office (CTMO).24 One of the first laws that were written after the Cultural Revolution was the 

trademark law which came into force in 1982. Although modern Chinese laws are relatively 

new, China’s trademark law could be said to be one of its oldest. 

 

IPR is closely connected to international trade. To be a player on the global market, the rules 

need international recognition and implementation. China became a signatory country to the 

Madrid Agreement in 1989 and entered into the Protocol Relating to the Madrid Agreement 

Concerning the International Registration of Marks (Madrid Protocol), which came into force 

in December 1995. The Madrid System is the primary system for international registration of 

trademarks, allowing trademark owners in one country to designate the trademark to specific 

countries among the over 90 member countries with one application.25 In order to designate a 

trademark for China, the trademark owner is required to have industrial or commercial 

establishments in China, according to the Measures for the Implementation of International 

Registration of Marks under Madrid Agreement (Madrid Agreement Measures).26 

 

In 1996, China became a member of the World Trade Organisation (WTO) Agreement on 

Trade-Related Aspects of Intellectual Property Rights (TRIPS).27 The international trademark 

                                                
23 Kossof, 2014, p. 3; cf. Chang, 2014, p. 341-342; Feng, 2013. 
24 Kossof, 2014, p. 4. 
25 Kossof, 2014, p. 5. Trademark Law of the People’s Republic of China (2001 Amendment) (promulgated by the 
Standing Comm. Ninth Nat’l People’s Cong., Oct. 27, 2001). 
26 Measures for the Implementation of International Registration of Marks under Madrid Agreement (issued by 
SAIC, May 24, 1996, and revised on Apr. 17 2003). 
27 Agreement on Trade-Related Aspects of Intellectual Property Rights, Apr. 15, 1994, arts. 15-16, Marrakesh 
Agreement Establishing the World Trade Organisation, Annex 1C, Legal Instruments – Results of the Uruguay 
Round, 33 I.L.M. 1125 (1994). 
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treaty TRIPS requires its member states to provide relief to a trademark owner when a 

registration of another mark is likely to damage the trademark due to the similarity between the 

two marks. The TRIPS agreement was an important step for China concerning the connection 

between IPR and international trade, and also influenced the second revision of the trademark 

law.28 The 2001 Trademark Law implemented TRIPS by establishing that a mark must be 

sufficiently distinctive as to distinguish itself and not to conflict with the prior rights of any 

other entity. However, a mark that was otherwise non-distinct could be registered if there is 

adequate evidence of secondary meaning, like a certain amount of obtained market recognition. 

The scope was expanded of what can be registered, such as colour combinations, numbers and 

3D-marks etc. Another important change in the second revision was ownership rules, where 

joint ownership of trademarks was introduced. Prior to that, a trademark could only have one 

owner in China. Two or more natural persons, legal persons or organisations may jointly 

register a trademark and exercise the right of use.  

 

Additionally, the 2001 Trademark Law introduced a new provision with two distinct protections 

of well-known trademarks. Firstly, foreign well-known marks that had not been registered in 

China acquired protection in such a way that the registration of a mark that is either the 

reproduction, imitation or translation of a foreign well-known trademark is prohibited, if the 

mark was to be used on similar goods or services. The CTMO would, through the second 

protection, prohibit the registration of a mark if it reproduces, imitates or translates a well-

known trademark registered in China and is likely to mislead the public. This second protection 

does not require the goods or service to be similar. 

 

China implemented the Regulations of the Implementation of the Trademark Law of the 

People’s Republic of China (TML IR) in 2002.29  These regulations are important for the 

Chinese trademark law today as well, since they have not been revised since. The TML IR 

provide detailed guidelines for all parties associated with the trademark system, such as 

examination procedures for the CTMO, use restrictions for the trademark owners and regulating 

fines for trademark infringement.30  

 

                                                
28 Kossof, 2014, p. 5. 
29 Regulations for the Implementation of the Trademark Law of the People’s Republic of China (promulgated by 
the State Council, Aug. 3, 2002). 
30 Kossof, 2014, p. 8. 
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The same year as the TML IR were promulgated, the Supreme People’s Court (SPC), issued a 

document on trademark disputes called the Interpretation of the Supreme People’s Court 

Concerning the Application of Laws in the Trial of Cases of Civil Disputes Arising from 

Trademarks (SPC TM Dispute Interpretation) 31 . This interpretation, just like other SPC 

interpretations, clarifies law and regulations. China, being a civil law country, have relatively 

short legal codes, written in such a way that they are purposefully omitting definitions and 

procedures to allow for administrative departments and organisations to provide their own 

clarifications. These interpretation documents are therefore important for creating legal 

consistency. SPC TM Dispute Interpretation focus on TML, but also cite to civil and contract 

law, and identifies specific acts that may lead to damages under TML, as well as providing 

definitions found in TML and clarifying when a court accepts a case.32 One of the most 

important clarifications in this document is how the courts determine when a mark is identical 

or similar. An identical mark should be understood as a mark with essentially no difference in 

visual perception, while similar marks refers to marks that are either similar in font, 

pronunciation, meaning, composition, colour or a combination thereof.33 When determining 

whether two marks are identical or similar, the court should do so based on the relevant general 

public’s perception, by comparing the whole structure of the marks and their major parts, while 

factoring in the reputation and distinctiveness of the registered mark.34 

 

 

2.2   Copycat  culture?  
Before going into identifying the risks, how to protect the trademark and how to enforce the 

rights, it is important to acquire an understanding about why things are in a certain way. When 

discussing this topic, I am often met with the false assumption that everything is faked in China 

and that the market is out of control and there is no way to protect oneself. When the goal is to 

protect oneself from infringing products like counterfeits, it is important to look at the 

underlying reasons behind the prevalence thereof. 

 

 

                                                
31 Interpretation of the Supreme People’s Court Concerning the Application of Laws in the Trial of Cases of Civil 
Disputes Arising from Trademarks (promulgated by the Supreme People’s Court, Oct. 12, 2002.) 
32 Kossof, 2014, p. 9. 
33 Article 9, SPC TM Dispute Interpretation. 
34 Article 10, SPC TM Dispute Interpretation. 
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2.2.1   A  counterfeit  industry  driven  by  demand  

A common explanation for the prevalence of trademark infringement in China is Confucianism, 

where imitating someone else’s work would be seen as the highest form of admiration. This 

type of reasoning is flawed. It shows a lack of understanding of Chinese culture and history, 

and it oversimplifies the answer while overlooking more likely reasons for the prevalence of 

counterfeits in modern China. Moreover, even though imitation could be seen as admiration, 

this cannot be transferred to the copying of industrial goods. 35  In the same line of 

argumentation, the prevalence can be attributed to traditional education where literature would 

be memorised word by word and a good forgery was a criterion for good calligraphy.36 These 

reasons all attribute a person’s skilfulness in the arts, but it does nothing to explain the modern 

market for counterfeit goods, which is driven by economical gain for the counterfeiters and the 

demand of the consumers purchasing them. 

 

Consumer demand has undoubtedly evolved with time. During the Cultural Revolution, the 

counterfeit production would be a way for consumers to get certain goods that were otherwise 

difficult to obtain, and since there was no intellectual property, there was no such control of the 

spread of counterfeits either. However, concerning fashion and luxury goods – which is the 

industry in which counterfeiting could be said to be the most evident – were very limited while 

China had a planned economy. The style of fashion was greatly influenced by Soviet-style 

communism, where workers’ clothing and Lenin-style suits dominated until 1966. In 1966, 

when the Cultural Revolution broke out, people were supposed to revitalise their commitment 

to the principles of the Communist Party. Cosmetics and jewellery were labelled feudalistic and 

confiscated. The Chinese Revolutionary Army uniform became the model for the time period, 

while the Red Guard dressed in green military uniforms remained an icon. Even after the 

Cultural Revolution, this green military uniform continued to dominate for some time.37 

 

Following the Cultural Revolution’s end, the Chinese government’s policy of rejecting a 

Western-style market economy gradually began changing. This culminated in the opening of 

the market in 1992, where Deng Xiaoping advocated for a total market economy. The switch 

                                                
35 Beconcini, 2016, p. 24. 
36 Lin, 2011, p. 19. 
37 Lin, 2011, p. 43. 
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to a market-oriented economy unleashed substantial entrepreneurial energy, some of which was 

directed toward the production of counterfeit goods.38  

 

As the state worked to promote consumerism, Chinese citizen’s perceptions of Western 

capitalism began to change as well. Western fashion, such as jeans, were embraced by young 

people in the 80’s and 90’s. A notable point is that along with consumerism in clothing also 

comes individualism.39 Individualism, in turn, opens up a whole new avenue of products people 

want in their lives, and as counterfeit manufacturing has persisted, it has evolved along with the 

wants of domestic as well as foreign consumers. Therefore, you can say that the evolution of 

IPR is closely connected to modern capitalism and global expansion.40  

 

2.2.2   What  fuels  the  demand  for  counterfeits?  

In modern China the market is open, and obtaining different kinds of goods is easy. Why would 

then a person want to buy a counterfeit? Studying counterfeit goods can shed light on how we 

value things in different cultural settings. Marx reflected upon the fetishism of commodities, 

by contrasting from the classical economist’s idea of market supply and demand, and 

emphasised the labour and exchange value that a commodity possesses. The value of the 

commodity does not come from its use value, but rather from the labour of private individuals. 

Later studies on consumption have elaborated on this social form of the commodity value in 

three ways. People see value in commodities, not only through its use value, but also through 

its value when exchanging it for something else, and thirdly through its identity value. This 

identity value says something about the person owning it, which is emphasised by 

advertisements. The identity value can also be called “added value”. Brands therefore, can be 

said to be goods with something extra. Branded products mark the distinction between the taste 

of luxury and the taste of necessity, it is not a product that the consumer uses but a product that 

sends a message of the consumer. When the consumer consumes a branded product, they are 

not only consuming the use value but also its added value, a social value associated with all the 

images created in advertisements, such as music and mood, but also social symbols easily 

identified by the showiness of brand logos that mark the consumer’s economic and social 

status.41 

                                                
38 Lin, 2011, p. 19. 
39 Lin, 2011, p. 43-44. 
40 Yang, 2016, p. 24. 
41 Lin, 2011, p. 22. 
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The demand of counterfeits can however not be explained by simply stating that somebody who 

cannot afford a Louis Vuitton would buy a fake Louis Vuitton to pass off as being able to afford 

it. Counterfeit products are not just imitations of Western brand names. They reflect broader 

cultural politics expressed through consumer goods. Individuals from different cultural 

backgrounds attach different meanings to counterfeits, which may deviate from the meanings 

attached to the brand name originals. Certainly, money-making is a major force propelling the 

counterfeit industry, but in China, the industry is also driven by a desire to create a shared sense 

of cultural intimacy at both regional and national levels.42  

 

2.2.3   Connecting  culture  and  politics  with  IPR  

The cultural intimacy can be best exemplified by the movement of shanzhai. In Mandarin 

Chinese, there are several words that describe counterfeit goods.43  The word shanzhai is 

special, in the way that it describes counterfeits in a wider sense, by adding a cultural dimension 

to the word. Shanzhai means “mountain fortress” which refers figuratively to bandits who hide 

in the mountains in a Robin Hood kind of way.44 Shanzhai has a more positive connotation than 

the other words describing counterfeit goods, drawing on the philosophy of being inspired by 

the better ones to create cheaper and localised versions of branded products. 45  A typical 

shanzhai product would be a mobile phone, since the movement stems from Shenzhen – a city 

called the Silicon Valley of China. There are shanzhai products where different brands of 

smartphones have been combined, so the user can use the best things out of both products. Other 

brands being combined are Adidos, HiPhone, but even digital services like BaiGooHoo (which 

is a combination of Google, Yahoo and Baidu). These products are making something 

somewhat new using somebody else’s product.46 

 

In the same year as the second revision of the trademark law was implemented, China entered 

the WTO and was set to host the Olympics in 2008. At this time China already had a reputation 

of “making and faking” as a nation, which triggered a response from the government, by 

introducing a national policy called “From Made in China to Created in China”. The policy’s 

pronounced intent was to upgrade the country’s profile from being a producer of global goods, 

                                                
42 Lin, 2011, p. 23. 
43 Eg. jiahuo, kelong, fangmao etc. 
44 Lin, 2011, p. 18. 
45 Beconcini, 2016, p. 25. 
46 Yang, 2016, pp. 75. 
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to a creator with their own IPR-eligible brands.47 The national interest has been to quench the 

reputation of being a nation producing counterfeits, but also to lift their own designers and 

manufacturers. 

 

This has affected shanzhai products and caused an ambivalent attitude towards its being or not 

being. There is of course the expected criticism to shanzhai and other counterfeit goods; that 

the processing is poor, there is no customer service and certainly the violation of IPR. There 

have also been scandals, such as consumer deaths and injuries caused by fake battery 

explosions. It has had a negative impact on China’s reputation, which would be what the policy 

of Created in China was supposed to put a stop to. 

 

However, there have also been efforts to legitimise shanzhai. In Shenzhen 2009, the first 

shanzhai conference was held among shanzhai manufacturers and suppliers. The conference 

asserted that shanzhai was different from “fake”. Meanwhile the Chinese government’s attitude 

toward shanzhai has remained ambivalent, where some officials urged banning of shanzhai 

production, while others saw shanzhai as an opportunity to innovate or support it on the basis 

of democracy and popular culture.48  

 

Counterfeiting and its relationship with IPR is arguably not purely economical, and there needs 

to be an emphasis put on both culture and power. All three are interlinked.49  

 

   

                                                
47 Yang, 2016, p. 18. 
48 Lin, 2011, p. 37. 
49 Yang, 2016, p. 18. 
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3   Identifying  risks  associated  with  trademarks  on  the  
Chinese  market  

This chapter aims at identifying the different risks concerning trademarks associated with the 

Chinese market. These risks are malicious trademark registrations, production and distribution 

of infringing products and infringers that benefit on other’s fame. This chapter will include both 

prior research and the results from the interviews.  

 

3.1   Trademark  squatting  
The most evident difference to a business coming from a European perspective would be the 

first-to-file system. As opposed to the first-to-use model, the first-to-file system gives exclusive 

rights to the entity filing the trademark registration first. It does not matter if somebody else 

was using the trademark prior to the registration or can show how they created the mark.50 This 

system exposes itself to the risk of trademark squatting, which is when an entity files and 

registers a trademark that is identical to that of a right holder who neglected to register or did 

not register the trademark timely in China.51 It is however disputable that switching to a first-

to-use system would cause less trademark theft.52 It is important to note in this context that 

China is the country with the most trademark filings per year in the world and the system creates 

some certainty. Nothing is to say that it would be easier to prove prior use in courts and a change 

of system would not prevent opportunistic people to file other people’s trademarks anyway.  

 
 
3.1.1   The  different  types  of  trademark  squatters  
Trademark thieves, most commonly known as squatters, but also grabbers or hijackers, register 

trademarks in bad faith, thus with malicious intent. They search the Internet for companies with 

known reputation domestically and abroad, and then for the corresponding trademark 

registrations at the CTMO website. 53  Two main types of trademark squatters can be 

distinguished. This is the professional trademark squatter and the local business competitor, 

where one has intent of just demanding money for the trademark without actually using it and 

the other uses the recognition and fame of the mark in commerce.54 This can moreover be 

elaborated upon by also mentioning two other types of trademark squatters.55 

                                                
50 Kossof, 2014, p. 19. 
51 Beconcini, 2016, p. 6. 
52 Beconcini, 2016, p. 7. 
53 Kossof, 2014, p. 19. 
54 Beconcini, 2016, p. 44. 
55 Dresden, The Five Kinds of China Trademark Squatters, 2017. 
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The archetype of a trademark squatter would be the professional trademark squatter, which is 

an opportunistic entrepreneur, usually an individual, who has made use of China’s laissez-faire 

attitude towards bad faith registrations. The squatter has no intention of actually using the 

trademark and has no connection to any of the trademarks they own. These professional 

trademark squatters have filed for hundreds of trademark applications under a variety of product 

classes.56 They are known to focus on small to mid-sized foreign businesses that may be 

interested in doing business in China, because these companies are less likely to register their 

trademark in multiple countries and not likely to notice an adverse application, and moreover 

often lacking the financial resources to combat an infringement on an administrative and 

judicial level.57 When the right holder wants to use the trademark, the squatter would approach 

the trademark owner to demand a ransom for the trademark. This phenomenon received global 

attention in the 90’s when famous foreign brands had their trademarks stolen. But today, with 

the Internet, unknown or new foreign brands are also targeted.58 Not only brands without a 

connection to China are targeted, but also brands with a registered trademark in China, where 

the squatter would register the trademark under different types of goods than what the brand is 

known for. Companies already in China that continue to use the trademark after realizing they 

are infringing on the registration may also face damages if the trademark owner also sues 

them.59 The typical way to tackle the issue is through an invalidation proceeding, an appeal and 

maybe another appeal. Alternatively, it is possible to wait three years to eventually file for a 

non-use cancellation claim.60 

 

The second type of trademark squatters would, in contrast to the first type, use the trademark 

in commerce. This would be the local business competitor freeriding on someone else’s fame 

by using the trademark as long and as much as possible. They are normally in the same line of 

business, but not always. They could also be a counterfeiter, that registers foreign companies’ 

trademarks to produce counterfeit goods that they would sell in China without fear of reprisal. 

The goods sold could be the same kinds as the true brand owner and sometimes not, depending 

on the notoriety of the trademark. An example of where the foreign trademark was so famous 

that the local competitor could make use of this recognition was the case of iPhone leather 

                                                
56 Beconcini, 2016, p. 6. 
57 Kossof, 2014, p. 19. 
58 Beconcini, 2016, p. 6. 
59 Kossof, 2014, p. 19. 
60 Dresden, The Five Kinds of China Trademark Squatters, 2017. 
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goods.61 In this case, the competitor had registered the trademark “iPhone” in a category Apple 

had neglected to cover.62 

 

When a business competitor uses the trademark, it cancels the option of a non-use cancellation63 

since the mark is being used in commerce. The success of a bad-faith invalidation64 hinges on 

whether the mark was well-known in China.65 As in the example with iPhone leather goods, 

Apple did not receive well-known status recognition for their IPhone trademark. 

 

The third type is the blocking competitor. The competitor would file trademarks covering their 

own narrow set of goods. They have no intent of using the marks in commerce, but the purpose 

is to prevent the brand owner from entering the Chinese market. The risk of this situation 

occurring is higher within more specialised fields of the market where there are fewer 

stakeholders involved and everyone is naturally more aware of each other. The competitor 

might offer to sell the trademark back to a grossly inflated price and also designate the 

competitor their exclusive distributor in China. Moreover, the competitor often threatens to 

block products manufactured with its trademark from leaving China, meaning, if the brand 

owner already has production in China destined for export, this completely chokes the 

production and distribution of the goods. 

 

The fourth category is the supplier. Companies might find that their trademarks have been 

registered by someone familiar to them, such as their supplier or distributor. Reasons for this 

could be that the supplier wanted to prevent a real squatter from registering the mark, and then 

it should be a relatively straightforward process to assign the mark to the brand owner. 

However, if this supplier is a former supplier, the otherwise simple assignment might not be so 

simple. In this situation, it is easy to prove bad faith compared with the other types of squatters 

by proving the existence of a business relationship through documentation. The ideal situation 

would be having had a manufacture agreement or similar, in which the supplier agrees not to 

register the brand owner’s IP. 

 

                                                
61 Beconcini, 2016, p. 44. 
62 Gibbs, Apple loses 'iphone' leather goods case in Chinese court, 2016. 
63 See in detail under 5.1.1. 
64 See in detail under 5.1.3. 
65 Dresden, The Five Kinds of China Trademark Squatters, 2017. 
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The fifth kind where somebody else have registered the owner’s IP, is when somebody has done 

so independently. Arguably there can be four distinctive different types of trademark squatters 

and this fifth is not actually a squatter, but rather somebody that independently has had the same 

idea of a word mark. Logically, the risk would be very small of this coincidence to occur 

considering logos. Since it is a first-to-file system the first to register the mark simply would 

have success. 

 

 

3.2   The  copycat  industry  
Malicious registrations aside, there is the risk of counterfeiting. The Chinese copycat industry, 

both in terms of production and distribution, is particular. There are geographical particularities 

in play combined with conflicting protective interests, which results in a unique situation for 

infringers and right holders. 

 

3.2.1   Production  and  distribution  
When it comes to production, there are geographical particularities in play in combination with 

local protectionism.  

 

The geographical particularities are twofold. The first geographical particularity is the Chinese 

market’s regional organisation, where different provinces and even different towns specialise 

in the manufacturing of different goods. This regional concentration applies for both legitimate 

manufacturing and counterfeits, since counterfeits usually follow the legitimate production.66 

The know-how gets concentrated in that town no matter if the legitimate factory keeps on 

running or not, and there is already an established route for raw material. If the factory closes 

down or moves to a new location, the work force that is left behind is eager for work and already 

have certain know-how. It is therefore natural for the work force to change their place of work 

to another factory, regardless whether the work place is producing infringing goods or not. 

 

The other geographical particularity is attributed to the country’s size and mountainous 

landscape. The Chinese idiom “the mountain is high and the emperor is far away”67, means that 

the government’s central control cannot reach remote places, creating local variations of legal 

                                                
66 Lin, 2011, p. 47. 
67 山高皇帝远。 
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practice, and perhaps to some extent a certain lawlessness. A fuel to this situation is local 

protectionism. This refers to local governments’ efforts to protect the local economy – which 

may be largely composed by counterfeiting operations. The efforts may involve masquerading 

regulation by imposing light penalties, which do not actually deter counterfeiters. This 

protection of local interests is often at the expense of the national interests.68 

 

Most businesses do not own their own production facilities and sign supplier agreements with 

a third party that runs the factory. Outsourcing in this fashion is described by Lagerqvist and 

Ohrling as a “license to copy”, because the risk for IP infringement is greater where contents 

of the rights are disclosed.69 When it comes to manufacturing, this type of information is always 

disclosed to some extent, because the factory will need blueprints to produce the product.  

 

The transfer of knowledge is one risk, but the lesser control caused by outsourcing further 

increases other risks. When producing goods, it might be difficult to control how much material 

is needed for such production. Since there is always the factor of breakage in the calculation, 

there is generally always a surplus of material. When outsourcing production the risk of “night-

shift” production is increased, where extra is produced on the side without letting the right 

holder know. 

 

When it comes to the distribution of counterfeit goods, they are sold in the cities large open 

space markets but also online. The markets are either in mall-like buildings, underground next 

to metro exits or in open night markets.70 The bigger the city, the less in the open these markets 

are, while smaller cities might have stalls every evening cluttering the streets. When 

interviewing expert B, he relayed a conversation with a State Administration of Market 

Regulation (SAMR) representative, where he had asked “Why not do raids at night markets all 

over China to clean [them] up from counterfeit goods?” 

 

They  said,  you  won’t  have  seen  [any  counterfeits]  in  Wangfujing  street  –  which  is  the  

main  street  in  Beijing  where  every  tourist  will  come  –  or  in  Nanjing  street  which  is  the  

same  thing  in  Shanghai  […]  you  will  not  find  any  counterfeits  there,  right?  And  I  said  

                                                
68 Lin, 2011, p. 61; Lagerqvist & Ohrling, 2015, p. 149-150. 
69 Lagerqvist & Ohrling, 2015, p. 151. 
70 Cf. Lin, 2011, p. 56. 
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no,  I  don’t  find  counterfeit  goods  there,  unless  I’ve  been  asked  to  look  for  them.71  So,  

you  see?  The  first  tier72  cities  are  taken  care  of.  But  the  night  markets  which  are  in  third,  

fourth   tier   cities   or   so,   unless   there   is   a   clear   indication   from   the   IPR   owner   that  

something   is  wrong,   they  do  not  do  anything.  They  do  not  do  anything  on  their  own  

initiative,  although  they  are  not  living  in  a  virtual  world  and  they  know  exactly  what  is  

happening.  But  they  do  not  do  things  in  the  same  way  all  over  [the  country].  They  would  

make  big  differences  between  one  part,  which  is  so  to  say  a  showcase  for  foreigners  

who  go  to  Wangfujing  and  others  where  they  let  it  go  as  far  as  it  could  possibly  go,  so  

meaning  I  want  the  people  to  make  their  living  on  whatever  means  they  have  at  this  

moment,  rather  than  to  shut  down  and  create  social  problems  as  well.73  

 

Except for physical markets, modern technology has brought the online shopping sites, which 

have become important players in the distribution of counterfeits alongside with legitimate 

goods. 

 

3.2.2   Counterfeits  going  online  
Compared to Sweden and other European countries, online shopping in China has reached a 

remarkable level. Except for domestic platforms, there are also online shopping sites destined 

for the European market. To a certain extent, counterfeit goods are tolerated on the online 

shopping sites: 

 

You   can   say   Alibaba   has   a   two-edged   view   on   trademarks.   They   are,   of   course,  

completely  aware  that  they  are  dependent  on,  and  make  a  lot  of  money  from  pirated  

products,  but  at   the  same   time   they  are  very  active   to  shut  down  ads   that   they  are  

informed  are  pirate  products  or  illegitimate  use  of  trademarks.  They  have  a  very  good  

and  effective   system   for   trademark  owners  and   you   can   then   shut   these  ads  down  

through  an  EU  registration.74  

 

The solution with an EU registration might only work for some platforms, especially the ones 

that are selling to the EU. “It can be enough with a [design] registration from at home, […] but 

on some of the other websites you need a Chinese registration, so it depends a bit on what 

                                                
71 In Nanjing street for example, it is not uncommon to be approached by somebody asking if you want to buy 
certain brands, if you say yes, they will lead you to a place where they sell counterfeits. 
72 China has defined their cities into first tier, second tier and so on based on GDP and population. 
73 Expert B. 
74 Company representative. 
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website it is,” according to expert A.75 With a registration as evidence, companies can turn to 

monitoring services which scan the platforms for any ad containing a trademark name or a logo 

through word and image search, and then easily take them down from the website through just 

a click.  

 

Before, online resellers on Taobao for example, could sell their goods anonymously, making it 

easy for infringers to evade detection. Now however, through the new e-commerce law76, it has 

become easier to trace business operators. Art. 27 of the e-commerce law requires all business 

operators to register with their details on the platform, meaning that the IPR owner has access 

to this data from the beginning. With this information, if there are counterfeit goods being sold, 

the IPR owner can use it when enforcing the rights, “but they would rather start, because it is 

more efficient, through the platform,” according to expert B. 

 

“The online platforms all have some protocols”, expert B continued. The IPR owner can register 

directly through the platform, which allows an algorithm to detect infringing products and 

remove them before they are published. “That would be the best way to get infringers removed 

from the platform.” Taking Alibaba as an example, if the owner is not registered, or something 

has passed through the algorithm, the owner can detect it themselves, communicate it to the 

platform along with some evidence of trademark certification and then it will be removed within 

24 hours, “that’s what Alibaba claims. […] The protocol is quite efficient [either way], it should 

not take longer than three days or so. It can still be a problem when you have single’s day77. If 

it is the third day when you are successful, then well, everything has already been sold.” 

 

It is clear that the platforms and the monitoring services have become more efficient at detecting 

and removing infringers. This development has not removed the infringers from the market or 

even the online platforms, but rather made it harder for them to market themselves openly. As 

the protocols and regulations have become more sophisticated, so has the counterfeiters, to 

make sure they can keep their online business. 

 

                                                
75 See also Harris, Getting Counterfeits off Alibaba: Anger is NOT a Strategy, 2019. 
76 E-Commerce Law of the People’s Republic of China (Adopted at the Fifth Session of the Standing Committee 
of the 13th National People's Congress on August 31, 2018). 
77 Single’s day occurs on November 11 and is the largest online sale event in the world. 
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“What we can see to a large extent now, is that the ones who copy are becoming more and more 

careful,” said expert A. “We can see that they are becoming smarter on how they market their 

products. For example, they will use a mirrored image, remove all the logos, and just make it 

really hard for us in general to react online.” This makes it problematic for the IP owner in two 

ways. One way is that it makes it more difficult to find the ads of the counterfeit products since 

both word and image searches would be hindered by using PDF’s, mirroring, blurring and 

completely removing logos. The other way is that it might be difficult to prove that the product 

is actually infringing on said trademark. “The thing you have to do then is to make test 

purchases under notary supervision. […] This is difficult because these products are spread very 

quickly online and has many different online resellers. You can’t go after each and every one, 

that’s not cost efficient and not time efficient either.”  

 

One of the companies interviewed have experienced a case like this, where a certain product, 

after receiving attention after a large event, started having counterfeit copies showing up 

through several different ads online. “We put up a monitoring service allowing us to go in and 

look for ourselves […] and removed a few hundred ads. […] You can say that we got rid of the 

problem of [our product] and could after that just find a few limited ads.” However, after this it 

started showing up again but in another way.  

 

What  we  could  see  was  that   they  started  selling  [our  product]  but  blurred  out  all   the  

trademarks,  and  when  they  blurred  the  trademark  from  the  ad,  then  we  couldn’t  use  

the  tools  we  had  on  the  site  to  have  them  removed.  We  did  a  test  order  to  see  if  our  

logo  still  was  on  the  product,  which   it  was.   […To  have  these  shut  down  through  the  

trademark  use]  you  would  have  to  test  order  from  each  online  shop  to  really  show  that  

the   trademark   is   there.  That  means  we  would  have   to  do  an  X  amount  of  orders  of  

pirate  products  and  then  do…  It  would  become  a  very  extensive  work  in  relation  to  a  

relatively  small  problem.  So,  we  decided  to  simply  let  it  go.78  

 

As a comment to this case, expert A suggested a company in this situation to take help from an 

investigative service in order to make a deeper research, with the purpose of finding the source. 

“It’s not like each online store has their own factory.” By identifying the big actors and 

gathering evidence it could be possible to take down a big counterfeiter. “They shouldn’t have 

                                                
78 Company representative. 
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stopped there, because then you let the counterfeiters continue freely, depending on how big 

they are estimated to be and how much damage they cause.” 

 

Aside from these bigger online platforms, there is the social media platform Wechat. It’s 

actually much more than social media. Wechat is a messaging app, but also includes a payment 

function, a function for news, a social media type flow from your Wechat friends and a function 

of having other apps within the app itself. Some Wechat users are companies and organisations 

as well, so it is not only a platform for individuals. Companies can use it as a marketing tool 

and this is where IP problems might occur. One of the smaller companies interviewed had 

terminated a contract with a manufacturer they were discontent with and had allowed them to 

sell the stock they had left within a closed circle, but they had used Wechat to sell these 

products. “We told them they cannot sell them publicly to everybody. They can sell in that 

region to their friends, some restaurants or home use. But besides that, they are not allowed to 

sell it. […] Wechat is public.”  

 

“Wechat is a very sophisticated instrument to distribute counterfeit goods,” stated expert B, 

commenting on this case. “In theory, it should fall under the e-commerce law. On the other 

hand, it’s a social platform.” People selling and marketing themselves could both be companies 

having a Wechat user, but also individuals selling. “I’ve heard in conferences, they brag to be 

compliant, but I’m less sure about it. So, what you say seems to confirm what I’ve heard from 

other sources as well.” 

 

“Wechat is not as dangerous as Alibaba”, he continued, “where you can reach millions of 

consumers.” Wechat has a limitation of how many friends you can have and users have to 

follow you to see any of your material. “Talking about the systemic case, the possibility that 

this exists as a big distribution scheme for counterfeits, I think it still is there, although more 

limited than for example Alibaba, because of the constraint of building up a network before you 

can start selling.” 

 

 

3.3   A  grey  zone  called  trade  dress  
Moving away from the copycat industry, this part will investigate an especially sophisticated 

type of freeriding on somebody else’s fame and causing confusion for the consumer. According 

to expert B, “they are more annoying than the copycat, which is an easy case [in comparison]”. 
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3.3.1   Defining  trade  dress  
Trade dress is an IPR covering the overall appearance of a product. It comprises the 

characteristics of something that signify the source of a product to a consumer. It can be the 

visual appearance of a product, its packaging and the design of a store. It is the “you know it 

when you see it” experience, like the placement of shelves, the colour scheme and even the 

fragrance inside the store. Trade dress is an important component in franchising. In particular 

concerning fashion, where the franchised stores can offer the same product to the same standard, 

with the same feeling and layout no matter where in the world. The franchiser wants to transmit 

a feeling and experience that is easily and immediately identifiable to the consumer.79 

 

Trade dress can be a registered IP in some countries, such as the US and India, but in China 

there is no such protection available. In this legal vacuum, there is an increasing amount of 

fairly reputed Chinese franchises that sell a similar product at a similar price level to that of a 

foreign franchise. They are often placed in proximity to the reputed brand’s store. The 

consumers would be given a similar experience to the original brand and might also be led to 

believe it is a sub-brand belonging to the foreign trademark.80 

 

A  complete  example  would  be  Tommy  Hilfiger  as  the  reputed  mark  with  the  white  and  

red  […]  combination  and  Tommy  Crown  […].  Well,  Tommy  Hilfiger  and  Tommy  Crown.  

Is  it  similar?  […]  If  it  comes  to  the  consumer  perspective,  you  would  not  look  only  at  the  

trademark,  you  would  look  at  the  store,  and  you  would  look  at  the  prices  of  the  clothing  

and  the  layout  of  the  stores  and  the  bags  which  are  supplied.  If  all  of  that  seems  similar,  

and  on  top  of  it,  Tommy  Crown  says  no  I’m  –  in  conversations  in  the  store  –  no  I’m  a  

branch  of  Tommy  Hilfiger,  then  the  confusion  comes  in.81  

  

Expert A added that this type of infringement is more harmful than the copies of high end luxury 

brands. The asking price is in the same price range, but they are usually heavily discounted, 

causing customers to be more likely tempted to buy of the other brand.  

 

It  depends  on  the  customer  base.  For  example,  if  you  can  afford  to  and  want  to  buy  a  

real  Louis  Vuitton  purse  you  will  most  likely  not  buy  a  fake  one.  Those  type  of  brands  

                                                
79 Dresden, China Trade Dress and Unfair Competition Law, 2016. 
80 Marten, Is this the perfect Business Model for IP Infringers in China?, 2019. 
81 Expert B. 
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expect  that  they  will  not  lose  much  market  shares,  because  their  consumer  group  will  

not   buy   counterfeits.   But   a   brand   like   Ralph   Lauren,   which   is   still   affordable,   even  

though  it  is  in  the  more  expensive  category,  would  be  expected  to  lose  market  shares.82  

 

Trade dress infringement opens up for the possibility for the infringer to freeride on the 

recognition and fame the prior mark has accumulated, but in an administratively correct way. 

It is possible to discuss whether they should be called an infringer at all, since they are de facto 

legal, with a registered company and trademark, paying taxes and so on. 

  

[A]s  an  infringer,  you  apply  for  a  trademark  which  is  sufficiently  distinct  from  the  reputed  

one,  but  has  some  similarities.   [But]   then  you  use  a   trademark  which   is  even  more  

similar.  You  have  a  trademark  which  is  okay,  but  then  you  use  the  trademark  which  is  

more  similar  than  the  one  you  have  registered.  Then  you  can  [get]  close  to  the  one  you  

want  to  target,  which  is  the  reputed  one.  How  to  [win]  against  this  one?  Because  it  has  

a  trademark.  You  cannot  cancel   the  trademark  because  the  trademark   is  sufficiently  

dissimilar  from  yours,  but  uses  one  which  is  […]  confusingly  [similar]  with  the  reputed  

one,  and  [this  is]  where  we  get  to  the  consumer’s  confusion.83  

 

The registered trademark becomes more similar because of everything else around it which is 

what the consumer would see. Certainly, in the legal sense each of the circumstances comprised 

in trade dress could be separate cases of different IP infringement. Even though the underlying 

inspiration is obvious, each detail is not an exact copy. Even when a specific instance can be 

deemed too similar, it would likely not be a satisfactory victory, since one detail would not end 

the infringement of the overall concept. 

 

To reach the concept, it is necessary to tackle the confusion of the consumer instead. When 

discussing the consumer’s confusion and its assessment at the time of the trademark 

registration, something should be mentioned about inclusive development theory. 

 

Inclusive   development   theory   is   where   we   take   care   of   the   market   share   of   the  

application.  We  in  Europe,  we  would  not  care  about  the  application  whether  it  is  on  the  

market  [or]  whether  it  has  reputation,  […]  because  it  is  something  that  doesn’t  exist  yet.  

It   is   a   trademark   application   at   that   time.   We   would   take   care,   with   regard   to   the  

                                                
82 Expert A. 
83 Expert B. 
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similarity,  on  the  reputation,  on  the  distinctiveness  of  the  earlier  mark.  That  would  be  a  

kind  of  assessment  in  order  to  see  whether  there’s  a  likelihood  of  confusion  or  not.  […]  

The   earlier   mark   is   important   [and]   the   application   is   non-existent.   Whereas   the  

inclusive  development  theory,  which  is  developed  here  in  China,  does  it  [the]  other  way  

around.  At  the  same  level  as  we  care  about  the  enhanced  distinctiveness  of  the  earlier  

mark,  the  Chinese  would  also  take  care  of  what  is  the  situation  on  the  market  of  the  

new  application.  And  then  they  would  say  well,  if  the  application  is  on  the  market  and  

has   a   certain   market   share,   then   the   market   has   already   decided   that   there’s   no  

confusion.  That   is   the   reasoning  behind   the   inclusive  development   theory.  That  has  

been  combatted  fiercely  by  ourselves  and  I  think  now  we  are  about  to  kill  it  so  to  say.  

The  SPC  is  now  more  or  less  convinced  this  is  not  the  right  way  to  go.84  

 

Thus, there seems to be changes happening in how applications are treated in regard to prior 

marks. However, the key here is as expert B says that when a mark “has a certain market share, 

then the market has already decided that there is no confusion”. The more reputation an entity 

gets that has been heavily inspired and thus freeriding on the prior mark’s efforts in marketing 

and product development, the harder it would be to claim that its fame depends on the prior 

mark. The longer it stays on the market and the bigger it gets, the more the consumer would 

know about the newer brand. 

 

Another aspect that further adds complexity to a trade dress case is when the freeriding 

company creates their own franchise. Each franchisee would then be its own legal entity, so 

actions would have to be started against each of them individually. According to art. 64 TML, 

even when there is an infringement, where a party is unaware that the goods they sell infringe 

upon another party’s exclusive right to use a registered trademark, and the party is able to prove 

that the goods are obtained by legitimate means and provide information on the suppliers of the 

goods, it shall not be liable for compensation. If the infringing trade dress is registered and 

therefore legal in the administrative sense, the franchisee could use this as a defence.85 

 

3.3.2   Combatting  trade  dress  infringement  
The way to tackle trade dress infringement is through the Anti-Unfair Competition Law 

(AUCL) rather than tackling each and every circumstance of infringement one by one. Since 

                                                
84 Expert B. 
85 Marten, Is this the perfect Business Model for IP Infringers in China?, 2019. 
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there is no registration possible for trade dress, direct enforcement against the whole concept 

grabbing is not possible in China.   

 

The   [AUCL]   is  a   kind  of  net   if   you  can’t   go   further  with   the   trademark   law,  with   the  

copyright  law  etc.,  which  gives  you  a  possibility  where  you  still  can  achieve  your  goals  

against  the  infringer  and  get  punitive  damages  as  we  have  with  the  new  amendment,  

so  you  could  possibly  achieve  a  high  degree  of  satisfaction   through   the  AUCL.   It   is  

often  overlooked  [though].  Not  many  go  for  AUCL,  but  there  are  some  cases  in  case  

law  which  succeeded  on  that  ground.86  

 

Art. 5.2 AUCL prohibits “using a name, packaging or decoration similar to that of well-known 

goods, so that his good are confused with the well-known goods of another person, causing 

buyers to mistake them for the well-known goods of the other person”. The evidence requires 

proof of buyers being confused about the origin of the goods and also that the goods are well-

known in China. It is an obviously difficult provision to fulfil.  

 

There are some examples where trade dress cases have been successful, such as the 2015 Stihl 

case and the 2016 World of Warcraft case. There is however one case from SPC from 2017 

confronting two Chinese tea companies about their famous “red can – yellow characters” trade 

dress for their herbal tea drinks. Both companies claimed the rights in the get-up and cross-

claimed each other for infringement of trade dress. The SPC held that both companies had used 

the trade dress for a long time and were both famous for this trade dress after both actively 

establishing this fame, where consumers would connect both companies to the trade dress. The 

SPC therefore held that the trade dress belonged to both companies.87 

 

Two of the companies interviewed for this study have experienced copycat stores, similar to 

trade dress. One of these companies stated that they have had several copycat stores, using a 

similar logo and selling a similar product. However, they stated that their decoration style is not 

distinctive enough compared to other brands, so by removing the similar logo a copycat store 

would not seem that similar anymore. “For the mainstream stores we aren’t that distinguishable 

really, if you remove all trademark use you wouldn’t be able to separate a [X] store from a [Y] 

store.” In a way, this protects them from having the concept stolen. 

                                                
86 Expert B. 
87 Marten, Is this the perfect Business Model for IP Infringers in China?, 2019. 
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The other company that had experienced trade dress had also been to court against copycat 

stores in the past and won using AUCL. Similarly to the other company, they might not have 

products that are that distinctive when removing the label, but their concept on a whole is more 

distinguishable to the consumer.  

 

We  found   the   first  copycat  store   in   [city  X],  close   to  Shanghai.  At   that   time,  we  had  

planned   to   invest   in   [city   X]   […],   we   noticed   some   promotion   material   about   this  

company.  This  store  had  opened  in  a  big  shopping  mall,  and  when  we  found  out  we  

were  shocked.  Because  almost  everything  is  the  same  as  [us],  from  the  product  names  

and  the  decoration  style,  to  the  colour  scheme  […]  even  the  coworkers’  clothes  were  

almost  the  same!  […]  We  immediately  did  some  legal  research  about  this  company  and  

we   found   out   that   this   company   had   already   opened   three   copycat   stores   in   three  

different  cities.88  

 

The key in this case is that the details were similar, but distinctive enough on their own. The 

trademark name sounded similar, but had another meaning. “[They] didn’t use [our] brand or 

trademark.” Another issue in fighting the infringer was that this brand has many different 

products that change often. Additionally, many of the products do not have a distinctive design, 

unable to be distinguished under a particular brand solely based on the external appearance. 

Therefore, this company generally do not work with design patents. “Almost 95 % of our 

products, we didn’t apply for the patents.” When deciding upon a strategy of fighting the 

infringer they could not use trademark or design. They considered using copyright, “but they 

made some very small changes.” For a copyright protection to work it needs to be exactly the 

same, so by doing some small changes the infringer could get away with it. “The protection is 

very limited to some pictures and slogans. In the end, we decided to use the concept. […] Even 

though they didn’t copy our trademark or patents, it belongs to a kind of unfair competition 

activity. They make others understand that this is [our] store.” 

 

The copycat store was created by a collaboration between a competitor and an individual who 

had in-depth knowledge of the company. “[This individual] has more than 100 000 pictures 

regarding [X] products, the design and concept.” After initiating the litigation process the 

infringer agreed to hold a negotiation. At this negotiation, it became clear that the infringer had 

                                                
88 Company representative. 
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been advised by their external lawyer that “this type of copying legally is okay”, so they were 

of the understanding that they were not breaking any laws.  

 

In this case they were successful with the AUCL. Well worth noting in cases of trade dress is 

the importance of acting quickly. If the infringer manages to establish themselves at the market 

they get their own recognition at the market taking action might be impossible, since they can 

be viewed as having fame on their own, regardless of acquiring this fame from freeriding in the 

first place. Moreover, the longer time that passes, the more stores the infringer might open, and 

since legal action is required against each entity, moving quickly is of the outmost importance. 
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4   Legal  possibilities  and  proactive  measures  for  risk  
prevention  

This chapter aims at examining the legal solutions of protecting a trademark from the risks 

introduced in the previous chapter.  

  

4.1   Trademark  registration  
4.1.1   Applying  for  a  national  trademark  or  designating  China  
The most fundamental trademark protection is trademark registration. The registrations can 

either be through an international registration with a Chinese designation, which has been an 

option since the accession to the Madrid Protocol, or by a national registration in China. The 

period of validity is 10 years no matter if the application is done nationally or internationally.89 

The national registrations can either be filed for via a trademark agency or directly at the 

Chinese Trademark Office (CTMO). For foreign companies, it is more common to apply 

through Madrid or through an agency rather than doing it directly at the CTMO.90 

 

Through the Madrid system it is possible to register an international trademark designated for 

China. This is the less expensive option and it requires little local legal research.91 However, it 

would be necessary to retain local legal counsel in case the application does not go smoothly.92 

A reason for why is mainly due to the product classes and view on similarity of goods.  

 

The Madrid system has 45 classifications of goods through the Nice classification system. The 

Chinese trademark registration system has based itself on the same 45 classifications, however 

also added several subclasses. A cause for concern is this subclass system. The Chinese 

subclasses creates a crucial difference between the systems in China and the ones in Europe 

regarding the view of similarity. “The similarities of goods we understand in Europe to be based 

on multiplicity of criteria in order to know if they are similar or not, [such as] the nature of the 

goods, the distribution channels, the purpose etc. Everything is being assessed in order to see if 

two goods are similar”, stated expert B. Two subclasses within the same product class are 

dissimilar by default in China, thus without likelihood of confusion to the consumer.  

 

                                                
89 See art. 39 TML. 
90 Kossof, 2014, p. 13. 
91 Kossof, 2014, p. 14. 
92 Kossof, 2014, p. 13. 



 
 

40 

Subclasses  are  a  very  Chinese  invention,  […]  if  two  goods  are  in  different  subclasses  

they  will  not  be  similar,   […]  whereas  we  think  this   is  not   the  right  way,  because   it   is  

about  the  consumers,   it   is  not  a  static  comparison  whether  one  is  one  subclass  and  

others   in   another   subclass   or   even   if   there   are   different   classes,   because   it   is   for  

administrative  purposes  only.  […]  The  IP  law  is  about  the  confusion  of  the  public  on  the  

market,  […]  that  is  not  being  applied  in  China.93  

 

When designating a Madrid application to China the classes of goods have to be matched into 

the Chinese subclass system. This matching poses a common issue because of the reason that 

the subclasses don’t match the Nice classifications perfectly. This is something the companies 

participating in the study need to pay extra attention to: 

 

When  we   come  with   a   product   list   from   an   international   registration  with   a   base   in  

Sweden  or  the  EU,  then  when  translated  to  the  Chinese  system  they  don’t  think  it  works  

with  the  subclasses,  so  we  make  sure  to  do  excessively  detailed  lists  in  Europe  when  

using  them  in  China.  But  we  still  have  quite  a  lot  of  discussions  about  product  lists.  […]  

We  try  to  register  through  Madrid  where  it  is  possible.  […]  It  is  very  cost  efficient.  And  

then   for   some   in   particular   important   trademarks,   we   can   actually   have   a   double  

protection.  An  international  with  designation  China  or  an  actual  local  one  too.94  

 

When designating an international registration for China, the products need to be explained in 

more detail to allow them to be matched in the corresponding subclasses. It might also take 

more time to have the application completed, since the match might require additional 

evaluation and some of the subclasses applied for might be rejected. For this reason, expert A 

suggests registering directly in China. 

 

The system is indeed quite rigid, since different subclasses are deemed dissimilar even though 

the products themselves might be almost or actually identical. It is therefore common practice 

to register one trademark in several subclasses, such as the ones that are corresponding to the 

type of product the trademark belongs to, but also the ones around, to prevent malicious 

registrations that could compete on the market. The registrations for one trademark might not 

therefore be of actual use, other than just preventing somebody else to take that space. 

 

                                                
93 Expert B. 
94 Company representative. 



 
 

41 

4.1.2   National  registration  procedure  
Applying for a national trademark registration in China can be done in two ways. Either through 

a trademark agency or directly at the CTMO. If a foreign company has not yet established a 

presence in China, doing the registration directly at the CTMO is not an option. For these 

companies, the CTMO designates trademark agencies where they must submit their 

applications. These trademark agencies typically belong to intellectual property offices 

providing design, patent and copyright services as well as trademarks. The CTMO only accepts 

documents in mandarin so the agencies also provide translation services.95  

 

If the foreign company has presence in China they can apply directly at the CTMO. However, 

most foreign companies would still use trademark agencies. The reason why they usually do 

not apply directly at the CTMO is because many companies consider they lack the right set of 

expertise to by themselves determine an appropriate scope of the application and create an 

application that would pass the substantive examination.96 

 

When applying for a national trademark in China the procedural steps are as follows. First the 

CTMO will perform a formality check to determine whether the application is complete. The 

CTMO will refuse the application, allow for amendments or accept it for the substantive 

examination. If the application is denied during the substantive examination then the applicant 

is given the opportunity to request a review of the refusal, otherwise the application will be 

terminated. This review is filed with the Trademark Review and Adjudication Board (TRAB), 

which is the CTMO appellate board. An application that passes the substantive examination 

will be preliminarily approved and published. If nobody opposes the application then the 

application shall be formally approved and published. If the application is opposed the CTMO 

will consider the opposition before determining to formally approve the trademark or refuse it. 

 

The TRAB issues determinations on trademark-related procedures including reviews of 

refusals, reviews of oppositions, invalidation requests and reviews of cancellations. They also 

review disputes resulting from formally approved and published trademarks such as renewal 

cases of a registered mark. The TRAB, as the name suggests, creates a panel to conduct hearings 

of most cases, and determines their decisions by majority votes, consisting of five or more 

                                                
95 Kossof, 2014, p. 14. 
96 Kossof, 2014, p. 15. 



 
 

42 

TRAB examiners. Except for their formal decisions, the TRAB can also conduct mediation 

between the parties.97 

 

The TRAB proceedings can be compared to a mixture of arbitration and judicial review. If a 

party is dissatisfied with a TRAB decision or adjudication, then it may file a complaint with the 

Beijing First Intermediate People’s Court within thirty days. This court has exclusive 

jurisdiction over TRAB decisions. The court may either uphold the TRAB’s decision, sustain 

part of the decision or cancel the decision and order the TRAB to issue a new decision. If a 

party is not satisfied with the court’s decision, they may file an appeal to the Beijing High 

People’s Court. This court is generally the highest court for reconsiderations of TRAB 

decisions, and it should not be expected that it could be possible to appeal the case to the SPC. 

It has however happened before that the SPC has taken on a case originating from the TRAB 

when the SPC wishes to clarify a point of law.98 

 

4.1.3   Trademark  names  
When operating a business in China it is important to consider the language. This is a complex 

task, since the names will not translate completely, and there’s a choice to be made in having it 

sound similar, having it mean something, or managing to do both. The name needs to be able 

to function for marketing and gain popularity as the only name for the brand and prevent 

trademark squatting of similar names. Moreover, the intricacies of the Chinese language itself 

increase the risk of squatting, since characters can be similar to the way they sound, the way 

they look or their meaning.99  

 

Not all right holders decide to register and use a translation of the trademark in Chinese, but 

not doing so could be a mistake. Looking at it from the Chinese consumer’s perspective, the 

trademark would likely gain notoriety through social media and word of mouth through a 

Chinese name which could be easier to say. This is also true for big companies, such as Coca-

Cola and McDonald’s, who’s Chinese trademarks are more popular than their original names.100  
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The companies interviewed do not all have translated their trademarks into Chinese, but most 

of them do. The experts both consider it important to choose and register a name, to avoid the 

risk of malicious registrations using Chinese characters for the trademark. 

 

Registering  Chinese  characters   is   the   first   thing  you  absolutely   should  do,  because  

otherwise  someone  else  will.  […]  What  most  copiers  are  getting  away  with  is  that  […]  

they  only  use  Chinese  characters  but   they  sound  exactly   the  same.  Then  you  can’t  

come  and  say  that  they  have  made  a  trademark  infringement  of  the  name.  They  are  

using  a  trademark  no  one  else  has  registered.  When  registering  Chinese  characters,  

you  have  made  a  so-called  level  two  protection  by  having  something  in  Chinese.  [The  

question  of]  how  the  name  is  chosen  is  a  harder  nut  to  crack.  Either  you  choose  a  name  

that  sounds  similar   […]  or  you  choose  something   that   is  easier   for   the  consumer   to  

use.101  

 

Choosing the name should be done with care. Losing control of the Chinese name could result 

in the media and the consumers choosing a nickname instead. This creates the risk for trademark 

squatters to register this nickname and producing and selling a similar product. This can be 

exemplified by Pfizer’s Viagra in 2001. Pfizer had invested over 500 million USD in the PRC 

for production and the development of a research and development centre. However, Pfizer had 

neglected to register the Chinese name Weige (伟哥). This name wasn’t coined by Pfizer, but 

was spontaneously coined by the media and accepted by the Chinese consumers as Viagra was 

launched in the US in April 1998. Once Pfizer was made aware of the popularity of the name 

Weige in the Chinese speaking world, they attempted to register it as a trademark in China, but 

it was too late. A pharmaceutical company, Viamen, had filed the mark at the CTMO on May 

20, 1998, which was about four months before Pfizer attempted to register it. Pfizer did 

everything possible at the time to fight Viamen, and finally lost their final appeal at the SPC in 

2009.102 

 

In 2002, when Viamen was awarded the rights for the Weige trademark, the brand equity was 

estimated to be between 85-120 million USD.103 Pfizer attempted to rebrand themselves by 
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promoting a Chinese transliteration of Viagra: Wanaike (万艾可). However, it never gained the 

popularity Weige had acquired, which has the catchier meaning of “Great Big Brother”.104  

 

Rebranding as the option is also true for other companies, as expert A mentioned: 

 

We’ve  had  cases  where  you’ve  had  a  Swedish  trademark  and  a  Chinese  party  registers  

it   just   like   it  sounds   in  Chinese  characters,  but   they   find   it  would  be   too  difficult  and  

expensive  to  buy  the  trademark  back,  and  then  you  choose  to  rebrand  here  in  China.  

Then   you   have   an   uphill   battle   to   find   a   new   trademark,   new   marketing   material,  

everything  needs  to  be  new.105  

 

Not choosing a name quickly and decidedly could also cause the situation where there is no 

clear Chinese name for the trademark, like the case of the American athletic shoe brand New 

Balance. New Balance had an ongoing case dating from the end of the 90’s until 2016, which 

has become an infamous trademark troll infringement lawsuit. An individual, Zhou Yuelun, 

had registered Xin Bai Lun under class 25 and also selling shoes with the brands Bai Lun and 

Xin Bai Lun. The court ordered Xinbailun Trade (China) Co. – the local sales company for 

New Balance – to pay 16 million USD for infringing the trademark rights of Mr. Zhou, to cease 

using Xin Bai Lun to stop confusing the consumers and also publicly apologise for the harm 

caused to Mr. Zhou. The appeal judgment from 2016 confirmed the infringement but reduced 

the damages to 800 000 USD.  

 

Mr. Zhou had owned the trademark Bai Lun since 1996 and applied for Xin Bai Lun in 2004 

which was granted in 2008. In 2004, New Balance opposed the registration of Xin Bai Lun, 

arguing that New Balance had been using an identical version of the mark since 2003. The 

CTMO rejected the opposition, but in spite of this fact, New Balance continued using the marks 

in China without Mr. Zhou’s consent. This led Mr. Zhou to file a trademark infringement 

lawsuit against New Balance. New Balance claimed that their use of the mark is predating Mr. 

Zhou’s use and that Xin Bai Lun is a direct transliteration of New Balance. The court opined 

that New Balance, since they opposed the registration of Xin Bai Lun, obviously knew about 

the existence of the marks, and by using them anyway, they did so in bad faith. Perhaps New 

Balance’s argumentation of fair use and first to use would have gotten more traction if they 
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would have had a clear line of Chinese names for their brand. The court pointed out that Xin 

Bai Lun is not a proper translation of New Balance, which should have been Xin Pingheng (新

平衡), which is also the name of New Balance’s affiliate, Xin Ping Heng Athletic Shoe, Inc. 

Moreover, the court pointed out that New Balance had previously used the name Niu Ba Lun, 

which is the phonetic translation. The court therefore concluded that the argument of Xin Bai 

Lun being the company name could not be found supported.106  

 

 

4.2   Creating  a  solid  foundation  through  sound  preparation  
Except for registrations there are other preventive measures that can hinder risks for the 

trademark from occurring at all or minimise the harmful impact when a risk has become an 

actualised problem. This is in particular important for mitigating the risk of fake fakes from 

being distributed. The fake fakes, which are legitimately manufactured branded goods that have 

been distributed unlawfully, need to be addressed at the level of production and concern issues 

of business relationships, production control through monitoring and creating enforceable and 

deterring contracts. Hence, these measures are not purely of a legal kind, but more so in the 

field of business strategies. Even so, they are inseparable from IPR. 

 

4.2.1   The  people  that  make  or  break  a  trademark  
It is crucial to do sufficient background checks on individuals that are important for the 

business. As a foreign business owner, it might be deterring to do everything business related 

alone in the new country. Having somebody from the country to assist with different parts of 

the business can be helpful for many reasons, such as having better knowledge of the legal 

situation of different matters and an already established contact network with suppliers which 

would likely make for a better outlook for negotiation. 

 

When discussing due diligence from the first steps of establishing a business in China, a natural 

first question would be how the trademark name and registration should be dealt with. It is 

worth considering having some sort of legal counsel specifically for IP-related issues, according 

to expert A. “Many companies are good at setting up sales and marketing strategies, but they 

don’t have any strategy or budget for IP-questions, because maybe it’s not needed in the same 

way at home.” At home, in Sweden or other European countries, whilst you still need the 
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registrations, once the registrations are done they are there and do not require as much ongoing 

work. But in China, “even when the registrations are in place, […] as soon as the trademark is 

known and popular, then there will be counterfeiters anyway. So, I believe it is very important 

to have a legal counsel to lean on,” stated expert A.  

 

The legal counsel can be of help from the start with registrations to dealing with problems when 

they arise. It could be a law firm, somebody in the company or an agent specialising in IPR.  

 

The  thing  about  agents   is   that,  sure,   there  are  many  good  agents   too,  but   I  want   to  

know,  who  are  they?  We’ve  encountered  some  agents  that  maybe  aren’t  purely  acting  

in  the  company’s  best  interest,  but  rather  in  their  own  best  interest.    

  

But   with   that   said,   you   shouldn’t   see   ghosts   around   each   corner   and   become  

completely  paranoid  and  barely  dare  to  even  get  here.  Getting  a  legal  counsel  within  

IP  that  you  can  brainstorm  with  and  that  can  help  you,  because  a  law  firm  can  do  all  

that  with  the  registrations.    

  

[…]  If  I  were  to  establish  here,  I  would  make  sure  to  have  an  IP-lawyer  I  can  turn  to,  

make  a  new  evaluation  of  the  trademark,  make  sure  to  refile  and  keep  all  that  in  check.  

By  doing  that  you  don’t  need  to  engage  with  agents  that  you  might  not  know  really  who  

they  are.107  

 

Other important persons to lean on in a business, except for some sort of legal counsel, are 

business partners. Due diligence is crucial when it comes to business relationships. Expert A 

emphasised the necessity of doing a background check on the individual or company before 

entering into a partnership to mitigate the risks. To exemplify, she said:  

 

A  company  had  set  up  a   joint  venture  with  a  Chinese  company,  and  within  this   joint  

venture  they  had  agreed  that  the  patents  should  belong  to  the  joint  venture  company.  

The  Chinese  partner  makes  sure  to  get  51  %  ownership  and  maybe  also  written  as  the  

legal  representative  of  the  company,  which  indirectly  means  that  if  you’d  later  dissolve  

the  joint  venture,  then  the  Chinese  partner  has  got  a  prior  right  to  the  patents.  This  can  

cause   the  party  with   the  prior   right   to   the  patents   to  effectively   take   the  brain  of   the  

company  and  simply  move  it  elsewhere.  So,  the  preventive  work  before  launching  your  
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products  here  [in  China]   is  the  biggest  thing.  But  then  you  also  need  some  strategy.  

Many  have  thoughts  about  patent  registrations  vs.  trade  secrets  for  example.  If  you  are  

at  a  market  that   is  pretty  aggressive,   like  you  can  see  here,  where  you  would  easily  

reverse  engineer  anything  from  pipes  to  advanced  satellite  systems,  […]  by  buying  the  

products,  taking  it  apart  and  rebuilding  it  again.  So,  it’s  always  a  question  whether  you  

should  give  away  the  patent  as  you  actually  do  when  you  register  it,  because  it  is  free  

for  everyone  to  see,  or  if  you  should  try  to  keep  it  within  the  company  and  that  comes  

with  other  challenges.108 

 

4.2.2   Controlling  the  goods  
All companies interviewed have some production in China. Their head offices are all in 

Shanghai or in Beijing, but the factories are spread out across China. Even though they are all 

in retail, the type of products and the number of factories involved in the manufacturing vary. 

Therefore, the manufacturing agreements are constructed under different circumstances. Trade 

secrets are dealt with in different ways due to different needs. However, they all face the risk 

of unauthorised products stemming from their own production, so this risk has to be curtailed 

through contracts and sound practices. This is naturally an area where generalisations cannot 

easily be made, but I have chosen to lift some aspects that the interviewees have brought forth. 

 

The top risk that has to be curtailed through prevention is different leakages from the 

manufacturing chain. According to expert A, fake fakes are a common issue they are met with 

from their customers. 

 

What  we  most  often  see,  and   it   is   certainly  problematic   for  our   customers  who  has  

production,   is   that   when   you   notice   copies   –   what   you   think   are   copies   at   the   e-

commerce  –  you  discover  later  comes  from  a  source  factory.109  

 

Expert A’s security company do investigative services within corporate compliance. Fake fakes 

are one of those issues a business would turn to them for help, so just because they see this 

mostly within issues of pirate copies, it does not mean that fake fakes are more common than 

real fakes in general. Even so, it is a widespread issue. Expert A continued: 
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They  simply  produce  more  than  they  should,  they  take  blueprints  etc.  and  just  go  to  

another   factory  to  ask  for   the  same  product.  We’ve  had  cases  where  products  have  

been  launched  here  in  China  before  the  launching  date.  So  there’s  been  a  new  product  

on  the  market  here  before  it’s  even  officially  been  launched.  This  is  because  there  are  

internal   shortcomings,   causing   information   to   leak   out,   either   through   suppliers,  

employees  or  others.110  

 

Control of production must be made through a combination of contracts and monitoring. First 

of all, the contracts need to be enforceable and sufficiently deterring. The contracts need to 

include some sort of confidentiality and non-competition agreement and they need to stipulate 

the right for the right holder to exercise the monitoring measures chosen.111 How to formulate 

these contracts is crucial, but going into detail in this topic goes beyond the scope of this study. 

The interviewees in this study have a variation of ways to control the production. Some did 

random checks on the production facility and some had someone permanently there for quality 

control surveillance. 

 

I   think   it   can  give  a   false  sense  of  security,  by   for  example  putting   in  guards  at   the  

factory,  that  don’t  have  any  education  of  how  to  actually  act  if  something  would  happen.  

I  think  many  would  get  a  false  sense  of  having  done  what  you  can,  but  in  reality,  that’s  

not  the  case.  It  is  difficult,  especially  in  regard  to  consumer  goods,  which  are  produced  

in  mass,  and  might  not  have  a  very  complicated  design  and  so.  It  is  easy  for  them  to  

be  spread  around  a  bit  too  much  within  the  factories.112  

 

Controlling the know-how is difficult and it is therefore crucial to keep important information 

contained with a few chosen within the business. Regarding non-disclosure type agreements, 

one company representative stated that even though they sign these agreements, their 

effectiveness is in doubt.  

 

It’s   very  hard   to   say  whether   it  works  or   not.  Even   if   some   information   is   disclosed  

externally,  it’s  really  hard  to  find  evidence,  to  testify  that  you  disclosed  this  information  

about  us.  It’s  very,  very  hard.  Not  only  for  our  business  partners,  but  also  for  our  co-
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workers,  […]  when  they  leave  the  company  it’s  very  hard  for  us  to  follow  up  whether  

they  disclose  confidential  information  to  others.  We  cannot  control  it.113  

 

An especially difficult scenario to deal with is when a contract has been terminated but the 

factory keeps on producing the same products without having the authority to do so. Previous 

manufacturers are difficult to control, because there is no longer a contractual relationship 

between the parties.  

 

The representative of the company that had the case of trade dress reflected upon this situation. 

“I think in case of [the infringer]; where are all their products from?” The data information was 

kept of how to manufacture the products and they will always keep the know-how even after a 

terminated contract. “So when [we] terminated the contract with [the manufacturer], they can 

produce for [the infringer].” Since their products are relatively uncomplicated to make and not 

that distinguishable compared to other products of the same kind they found it difficult to claim 

IP infringement. “It’s very difficult. Because you know regarding how to manufacture [a 

product], it’s not hard. Because we didn’t apply for patents for our products, it’s very difficult 

for us to stop these manufacturers from manufacturing the products.” Having other IP as a 

backup would therefore give a better protection. 
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5   Enforcement  of  rights  when  damage  has  occurred  
Enforcing rights can be done in different ways. First it can be divided into two different 

problems, one is pertaining to malicious registrations such as trademark squatters, and the other 

to infringing trademark use such as counterfeiting. 

 

5.1   Enforcing  rights  against  malicious  registrations  
Trademark squatting is the most common issue for the companies partaking in this study. They 

have stated that they rarely deal with counterfeiting, but some of them say they daily deal with 

malicious registrations. For bigger companies with a broader recognition, these daily malicious 

registrations are for the main part registrations that either use a similar logo or a word mark 

with a few letters changed. The malicious registration might be placed in a subclass that is too 

close to the company’s area of trade for the company to be comfortable with. 

 

“China is over-represented compared with other countries, in cases where we have to file for 

oppositions to trademarks that are very close to our trademarks,” according to a company 

representative. “If we only look at cases we have in China, it is basically just as many as all 

other countries together. It is incredibly over-represented in cases where we want to oppose 

similar registrations or applications in China compared with other countries.” 

 

This company makes sure to have their trademarks in place early, but other companies keep on 

filing for “irritatingly similar” trademarks. They use a trademark monitoring service that reports 

to them what has happened, then they make an estimation of the costs and odds.  

 

We  have  worked  up  a  lot  of  material,  so  we  have  a  relatively  standard  procedure,  we  

just   file   for   the   opposition   with   the   material   usually   needed.   After   that   you   get   an  

assessment  from  the  counsel  whether  we  will  likely  win  or  not.  And  then  it  treads  on,  

giving  us  the  possibility  to  appeal  a  few  times…  But  it  is  not  uncommon  that  this  might  

take  between  two  to  four  years  until  it  is  finished.114  

 

The situation is similar for a company where trademark registrations have been untimely or 

neglected and an opportunistic party has acquired a prior registration date, creating the situation 

where the right-holder is technically infringing on the squatter’s right.  
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Important to note is that these kinds of malicious trademark registrations have been limited with 

the fourth amendment to the trademark law. One of the most notable improvements to the law 

was the addition to art. 4.1 TML: “Applications for trademark registrations in bad faith which 

are not intended for use shall be refused”. This addition allows the CTMO to reject malicious 

trademark registrations already at the initial examination stage. Signs of bad faith can be that 

the applicant already owns many trademarks in different product classes, but there is no 

concrete amount set for when it is deemed in bad faith. “It should not be a concrete number, we 

don’t want that. It was in the past the case that 200 was considered not enough. That would be 

a problem if you have 200 [as a limit of how many trademarks you can register], even if you 

have ten, that could be a high number with regard to malicious trademark applications,” 

according to expert B. Owning many trademarks without using them by producing and selling 

goods for example could be a sign that it is done in bad faith and also this trademark will not 

be used. Proving intent to use is however difficult because the new provision does not clearly 

set out any requirements regarding “intent to use”. The law is moreover too newly implemented 

to show its implementation. 

 

There  are  some  indications  published  by  CNIPA,  which  give  some  indications  on  what  

criteria   it   is   possible   to   reject   them.  We  haven’t   experienced   that   yet,   because   it   is  

enforced   since   November   […]   I’ll   give   you   an   extreme   example.   If   you   want   100  

trademarks   in  all  kinds  of  classes,  would  you  have  a  real   intent  of  use?  Would   it  be  

possible   to   do   so   within   a   reasonable   time   frame?   Or   have   you   had   a   previous  

experience   where   you   have   been   detected   as   an   infringer   or   not   having   used   the  

trademarks?   […]   Now   there   is   a   clear   intention   to   curb   the   malicious   trademarks,  

because  that  is  not  something  that  is  beneficial  for  China  and  I  think  everybody  is  aware  

of  that.115    

 

There are different administrative venues to exhaust before resorting to negotiate a squatter’s 

proposal of a price for the trademark. Most often a squatter that has managed to register an IP 

will propose to sell the IP to the right-holder and in some cases, threaten with or even go forward 

with a troll law suit. These administrative venues are non-use cancellation, opposition and 

invalidation.  
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5.1.1   Non-use  cancellation  
In the situation when a trademark squatter approaches the right-holder or the right-holder 

otherwise finds a registered trademark that infringes upon their rights, the first step would be 

to find out when the conflicting trademark was registered and if the mark is in use or not.  

 

Most often, squatters will not use the trademarks in commerce, but rather hold on to them 

passively in the wait for selling them. The important time limit to take note of is three years. If 

a mark has not been in use for three years, the right-holder or any entity can file for a non-use 

claim which allows the CTMO to revoke the trademark, according to art. 49.2 TML. The 

trademark owner then has two months to provide evidence of use, and the CTMO will assess 

this evidence without consulting the applicant for their opinion. The CTMO will then issue the 

decision within nine months, and in special circumstances 12 months, art. 49.2 TML.  

 

If the applicant is dissatisfied with the CTMO’s decision it is possible to appeal to the TRAB 

within 15 days. The TRAB will base the decision on the two parties’ opinions within the same 

timeframe as the CTMO had. If the TRAB’s decision is also dissatisfactory, then the decision 

can be appealed to the courts. 

 

However, if the trademark was registered five years ago or longer, then non-use cancellation is 

no longer possible and the trademark is “eternal”. Some trademark owners can reapply for an 

insufficiently used trademark to make the three years start over again, and thus artificially 

sustain prior rights to the mark, eliminating the threat of being challenged with a non-use claim. 

With the new amendment to the law, these kinds of renewals might be hindered since the 

CTMO can evaluate and refuse bad faith applications already at the initial examination stage. 

 

If  you  come  to  us  [as  a  client]  and  we  see  that  the  [trademark  squatter]  has  registered  

the  mark  last  month,  then  this  procedure  will  take  a  long  time.  You  have  to  weigh  the  

pros  and  cons  if  you  want  to  contact  the  person  and  mediate  in  some  way,  or  if  you  

want   to   wait   and   file   for   a   non-use   claim.   […]   When   someone   has   registered   a  

trademark  it  is  difficult  to  prove  non-use.  In  some  cases  it  is  really  clear  cut  in  case  you  

do  a  check  on  these  people,  […]  if  it’s  a  person  that  owns  2000  trademarks  and  owns  

anything   from   baby   products   to   cars,   then   it   is   really   evident   that   this   person   only  

registers  simply  for  their  own  gain.  It  should  probably  be  easier  to  claim  non-use,  but  it  

is  still  not  a  simple  story,  and  it  should  still  be  evaluated.  If  you  don’t  have  a  well-known  
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mark,  and  then  I  mean  really  well-known,  [because]  even  Apple  has  had  issues  here  

around  their  trademark  and  that’s  a  pretty  well-known  brand.116  

  

5.1.2   Opposition  
Opposition is a procedure where an entity can raise objections to a trademark during the 

preliminary announcement within three months, art. 33 TML. If there are no objections, the 

trademark will be formally announced and registered. There are two separate classifications 

established for the grounds of the opposition procedure. These are absolute grounds and relative 

grounds. 

 

Absolute grounds are defects in a mark itself, which is the definition both in Chinese law and 

in international practice.117 There are no requirements to being an interested party to file for an 

opposition based on absolute grounds, anyone can make this type of claim, according to art. 33 

TML.118 There are now four absolute grounds to trademark opposition: bad faith and not 

intended for use, prohibited signs, lack of distinctiveness and restricted three-dimensional 

marks. Bad faith and not intended for use is an addition following the fourth amendment to 

TML in art. 4 TML and can also be used as an absolute grounds according to the amended art. 

33 TML. The other absolute grounds are specified in art. 10-12 TML. These are in general very 

similar to other countries and follow international norms. For example, the restriction of useful 

three-dimensional signs is a general absolute grounds in many countries, because these signs 

are not descriptive and often has unfair competition implications since it hinders other 

companies from using a useful shape.119 

 

Relative grounds do not focus on the mark itself, but are circumstances surrounding a mark. 

Filing for opposition based on relative grounds requires the opponent to either be a prior right 

owner or an otherwise interested party, according to art. 33 TML. This entails that the objection 

should include proof of being an owner of these prior rights and failing to do so can result in 

non-acceptance of the opposition. 

 

There are seven relative grounds established for trademark opposition: a mark that is similar to 

an unregistered well-known trademark for similar goods, a mark that is similar to a registered 

                                                
116 Expert A. 
117 Kossof, 2014, p. 35. 
118 “或者任何人…” 
119 Kossof, 2014, p. 36. 
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well-known trademark for dissimilar goods, applications made without owner approval, 

misleading geographical indications, similar marks in the same class, same-day registration and 

marks that pre-empt certain trademarks. They are specified in art. 13, 15, 30, 31 and 32 TML.  

 

Art. 13 TML provides protection to well-known trademarks. It is not easy to obtain the 

recognition of being well-known. The CTMO, the TRAB and people’s courts can recognise a 

mark as a well-known trademark, according to art. 14.2-14.4 TML. Art. 14.1 TML lists five 

factors that is taken into consideration when evaluating whether to recognise a mark as well-

known.120 The SPC has clarified that a well-known mark should be defined as a trademark “that 

is widely known to the relevant sector of the public in China.”121 This status is difficult to obtain 

and something big companies that have participated in this study struggle with. “We want the 

court to confirm that the trademark is well-known, because we can use that for our next 

opposition. […] They are really reluctant to giving us well-known status recognition, and they 

find ways to deny the opposed application without saying explicitly that we are well-known.” 

 

The best situation for an opposition, in regards of evidential proof and success in the claim, is 

having had a former business relationship with the infringing trademark registration. In the ideal 

situation, there would have been a formal agreement where the infringing party have agreed not 

to register or otherwise interfere with any of their partner’s IP. This evidence could both be 

used for an opposition or as a basis for a lawsuit. Naturally, this is not the most common case, 

that a former business partner would register their previous partner’s IP. If it is a former 

business partner as a subject for an opposition, then the evidential support would rather be a 

compilation of different circumstantial evidence that demonstrates a business relationship, 

consisting of documents issued by the infringing party or by a third party that mentions both 

companies. Generic purchase orders could easily be forged and are also placed with or shipped 

by another entity, so having documents with an official company chop would be the ideal 

situation. It is difficult to predict what circumstantial evidence the CTMO examiner finds 

important, so it is better to overdo it rather than underdo it.122 

                                                
120 Art. 14.1 TML: (1) The recognition degree of the trademark among the relevant public; (2) The duration in 
which the trademark has been in use; (3) The duration, extent and geographical scope of all publicity operations 
carried out for the trademark; (4) The records of protection of a well-known trademark provided for the trademark 
and (5) Other factors making the trademark well-known. 
121 Interpretation of the Supreme People’s Court of Several Issues Concerning the Application of the Law to the 
Trial of Civil Dispute Cases Involving Well-Known Trademarks, promulgated by the Adjudication Board of the 
Supreme People’s Court, on Apr. 22, 2009, effective May 1, 2009, art. 1. 
 
122 Dresden, China Trademarks – How to Win a Trademark Opposition, 2018. 
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If an opposition claim is unsuccessful, it is not possible to appeal the decision to the TRAB.123 

The next step would be to attempt invalidating the trademark. 

 

5.1.3   Invalidation  
After a trademark has been registered an entity can attempt to invalidate it. As in the opposition 

procedure, any entity can raise an invalidation action under absolute grounds, according to art. 

44 TML. Bad faith used to not be a stand-alone cause for opposition or invalidation, but there 

has been discussion in the recent years of making the general principles of good and bad faith 

in art. 7 TML to become a ground of invalidation itself.124 This has cumulated in the addition 

to art. 4.1 TML that states that “any bad faith application not intended for use shall be refused”. 

The amendment also connects art. 44 with art. 4 as a ground for invalidation. Following this 

amendment, any person can raise an invalidation action if the registration was in bad faith.125  

 

Only pre-existing right holders and other interested parties can request invalidation of a 

conflicting trademark under relative grounds, art. 45 TML.  This request has a time limit of five 

years from the conflicting trademark’s registration, art. 45.1 TML. If the conflicting trademark 

has been registered for over five years it can only be invalidated when a well-known mark has 

been registered in bad faith, art. 45.2 TML. These requirements of notoriety and bad faith are 

cumulative, which means they must both be proven by the party claiming the infringement. 

Both conditions are challenging requirements to prove on their own. For the trademark to be 

viewed as a reputed mark it needs to be well-known in China, but it is however not required to 

be registered in order to be well-known. 

 
 

5.2   Enforcing  infringement  
The main type of enforcement regarding infringing trademark use is the one where there has 

been no prior contractual engagement, or there has been one but there is not any anymore. An 

example of the latter is when there has been a prior contract with a manufacturer but the contract 

                                                
123 See art. 33 TML. 
124 Beconcini, 2016, p. 140. 
125 See Certain Provisions for Regulating Applications for Trademark Registration (order no. 17 of SAMR), 
[http://www.cnipa.gov.cn/zfgg/1143015.htm] 
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was terminated due to night production, however, after terminating the business relationship 

with the manufacturer and fining them, they continue the infringing production. 

 

There are different routes to choose from when enforcing IPR in China, which will be explored 

below. However, no matter what type of enforcement will be chosen in the end, according to 

expert B, “the initial investigation must come from you.” 

 

When infringement is detected it is important to do research on the infringer to find out who 

the infringer is and how big the scale of the operations is before acting, because it will affect 

the type of enforcement, or even if the infringement should be acted upon at all. Companies 

that have acquired fame to their trademark can expect more infringement and if they do a search 

on their trademark online, they might “have several thousands of hits, so it is impossible for 

these bigger companies to address them all. Sure, you can do takedowns126 and send cease and 

desist [letters] to all of them, but it is not sustainable to go after them in a wack-a-mole, panicked 

action, because most likely one will be closed down one day and then they open up again the 

next day.”127 

 

If  a  client  comes  to  us  wanting  us  to  preventively   investigate  their  situation,  then  we  

look  both  online  and  offline  [to  find  out]  how  many  are  marketing  the  products,  then  we  

go   the   next   step   further   and   look   at   who   the   actors   are,   how   big   are   […]   their  

companies?  How  much  damage  do  they  cause  the  trademark?  You  make  an  individual  

assessment  and  decide  what  target  to  go  after.128  

 

If the right holder has decided to act upon an infringement, the first step might be through the 

online platforms. They have sophisticated ways to take down ads of infringing products, by 

sending them a takedown notification. A similar action would be to file a cease and desist letter, 

where the infringer is told their operation is unlawful and to stop their operations. “But the ones 

that have bigger operations and truly confuses the consumer with intention or profits greatly, 

then we want to go forward with evidence collection and then either raid or law suit.” 

 

                                                
126 Takedowns are when ads are removed through the online platform’s internal system. 
127 Expert A. 
128 Expert A. 
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There is also the possibility of connecting the authorities for a criminal enforcement through 

the Ministry of Public Security (MPS). However, this is a rarely an option. “It is the least 

common enforcement, for some industries where they produce fake medicine, food or alcohol,” 

according to expert A. Except for products that are of a danger to people’s health, “it could also 

be based on the sheer quantity. [A] big counterfeiting industry that has been built up over time 

and is cracked down, so the sheer quantity would be one of the cases,” according to expert B. 

Moreover, the MPS would not be competent to help against another party that has a de facto 

legally registered trademark it is operating under. 

 
 
5.2.1   Cease  and  desist  letters  
Cease and desist letters (C&D letters) are according to Kossof “an important component of an 

effective strategy against trademark infringement”. C&D letters demonstrate that the trademark 

owner is aware of the infringement and has taken steps to remedy the situation, asking the 

infringer to stop the specific infringement. It is an inexpensive method to possibly resolving 

infringement at an early stage because it does not involve formal proceedings and a legal 

counsel should generally have a template ready that can be revised according to their client’s 

situation. By sending a C&D letter, the trademark owner should be prepared for subsequent 

judicial proceedings.129 

 

A good C&D letter should contain information on what specific provisions has been infringed 

upon and what corresponding law articles have been breached. The tone of the letter should be 

professional and convey a serious attitude towards the infringement. It should also contain 

information about the trademark owner’s trademark, such as its registration number, scope and 

include a graphic of the mark. The C&D letter should provide how much time the infringer has 

to respond and clearly state that the owner is willing to pursue legal action.130 

 

Being ready to file a lawsuit shows that the C&D letter is not an empty threat and is an effective 

strategy when facing a legitimate company. Illegitimate companies, however, are unlikely to 

stop infringing after receiving a C&D letter. These companies would likely either continue 

infringing until they face formal proceedings or shut down their activity and then continue their 

illegal activity under a different name and possibly at another location. An ineffective C&D 

                                                
129 Kossof, 2014, p. 21. 
130 Cf. Kossof, 2014, p. 21. 
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letter would warn the infringer and give an opportunity to prepare a defence against the owner.  

For these reasons, it is important to conduct proper due diligence prior to deciding on whether 

to send a C&D letter or directly proceed to judicial involvement or administrative 

enforcement.131 According to expert A, it can sometimes be better to do a raid without sending 

a C&D letter first, since the C&D letter might warn them and give the counterfeiters an 

opportunity to move assets before the raid. 

 

One of the companies interviewed experience counterfeiters often and use C&D letters as an 

integral part of their operation to shut these illegal activities down, while two other companies 

participating also use these letters but where the infringers would change their operations to 

continue under a different name. Strategically they choose to be satisfied at this point, since the 

counterfeit goods would not confuse the consumer in the company’s direction anymore, but 

rather focus on another brand to confuse the consumer with.  

 

5.2.2   Administrative  enforcement  
Administrative enforcement makes it possible to get help from the authorities to conduct raids 

or impose penalties on infringers. The enforcement lies under the State Administration of 

Market Regulation (SAMR), which the SAIC was merged into in 2018. Local Administrations 

for Industry and Commerce (AIC) are responsible for supervising the use of trademarks and 

dealing with infringements. AIC’s have the exclusive right to do raids both ex officio and at the 

request of right-holders, with the purpose of protecting the consumers and the interests of the 

right-holders, as prescribed in art. 62 TML.132 

 

In order to start an AIC procedure, the trademark owner needs to approach the AIC after 

collecting evidence, such as taking pictures or filming at the factory or in other public places 

such as markets, making purchases of an infringing good or even arranging for an informant to 

work in the infringer’s factory.133 The evidence always needs to be notarised.  

 

If the AIC agrees to conduct a raid, the AIC officers would take photographs and notes, and if 

they determine there has been an infringement, the infringing goods would be seized. After 

seizing the infringing goods, the AIC will decide to either destroy the goods or return them to 

                                                
131 Kossof, 2014, p. 22. 
132 Kossof, 2014, p. 22; http://sbj.cnipa.gov.cn/sbjEnglish/ 
133 Kossof, 2014, p. 22. 
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the infringer after removing the mark. The AIC has the right to issue penalties based on the 

infringer’s illegal gains. If this amount cannot be determined the AIC can decide upon an 

amount at its discretion.134 

 

Administrative enforcement can be a fast and effective way to pursue an infringer if the case is 

clear and unambiguous. It can be a natural next step when a C&D letter proves to have been 

ineffective, or when there are reasons to skip the step of sending a warning and rather directly 

raid the infringer. However, if the case is not clear, this avenue would not be as smooth and 

might not even be possible. Another registered trademark cannot be raided, since it is operating 

legally. Furthermore, the AICs are conservative when determining what is trademark 

infringement, so there is cause for hesitation whether it would be a possible avenue against a 

trademark that is not considered identical. If there is any room for ambiguity in a case, the AIC 

might not agree to perform such interventions.135 

 

Even if the AIC has performed a successful raid, there are other drawbacks. Firstly, the penalties 

imposed might not be serious enough to deter the infringer from future infringement. Secondly, 

an AIC decision is not promulgated to the public so the infringer does not have to be concerned 

with a damaged reputation.136 This might possibly be the biggest drawback, because without a 

promulgated judgment, as would be acquired after civil court proceedings, the counterfeiter 

might continue their illegal activities. 

 

According to expert A, the choice between doing administrative enforcement through a raid or 

a civil action by filing a lawsuit and going to courts depends on certain factors.  

 

If  it  is  easy  to  establish  where  the  factory  or  the  warehouse  is  located  […]  then  it  is  a  

quick   raid,  meaning   that   the   timeline   on   the   raid   is   two  weeks   from   filing   until   it   is  

finished.  A  good  thing  about  doing  raids  is  that  sometimes  they  have  the  financial  books  

on  place  at  these  ware  houses.  So  it  is  pretty  quick  and  efficient.  But,  if  it  is  about  larger  

amounts  of  money,  like  when  a  bigger  company  is  making  large  economical  gains  and  

the  products  are  more  advanced  […],  then  many  choose  to  do  a  civil  action,  suing  the  

company,  just  because  there  are  damages  to  claim  in  a  law  suit.  Another  good  thing  

about  a  raid  is  that  if  everything  goes  well,  then  you  shut  them  down  and  take  all  the  

                                                
134 Kossof, 2014, p. 23. 
135 Kossof, 2014, p. 23. 
136 Kossof, 2014, p. 23. 
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things  there.  So  it  does  bother  them  for  a  while,  but  a  civil  case,  a  lawsuit,  might  give  a  

stronger  impression  in  the  long  run.  It  is  a  bit  case  by  case.  I  think  like  this,  if  you  don’t  

have  a  very  strong  case,  then  you  don’t  have  much  to  lose  on  a  raid.  But  if  you  have  a  

very  strong  case  with  proof  and  the  company  that  does  the  infringement  is  relatively  

big,  so  there  is  more  money  to  get  paid  out  through  damages,  then  it  is  smarter  to  file  

a  law  suit.137    

 

A possibly longer lasting result can therefore be achieved by filing a lawsuit instead of taking 

the administrative enforcement route. However, it is an easier and faster way to achieve results 

with a raid. The collected evidence cannot be forgotten about either, since weaker evidence 

might be an indication to having little luck in court, so then raids should be chosen. 

 

5.2.3   Judicial  enforcement  through  litigation  
Taking a case to court through a lawsuit gives the possibility to claim damages and settling an 

issue through a court judgment. The judicial system in China is evolving with more IP courts 

added. There are about 20 specialised IP courts all over the Chinese geography today, according 

to expert B. “It goes up over time […] and the biggest ones are naturally in Beijing, Shanghai 

and in Guangzhou. And then you have all IP courts in all provinces which are coastal so to say, 

where the main problems exist. These courts are conveniently equipped, with judges who are 

specialised, who know the law and apply the law conveniently, I would say.” 

 

A  very  good  reason  not  to  choose  a  local  court  is  […]  the  geographical  affiliation  of  the  

infringer.  There  are   towns  where   there  are   clusters  of   different   counterfeiters  within  

different   industries.   If   you   take   a   look   at   these   companies,   many   of   them   are   real  

companies  that  make  money  and  pay  taxes  and  therefore  contribute  to  the  economy  

at  their  location.  There  are  a  lot  of  cases  where  you  have  for  example  planned  a  raid  

towards  a  factory  and  when  you  arrive  with  the  officials  that  are  supposed  to  do  the  

raid,  then  everything  has  been  emptied.  So  someone  has  been  there  and  given  a  heads  

up  from  the  local  authorities.  This  is  a  reason  not  to  file  at  a  local  court,  because  you  

are  simply  afraid  that  they  would  make  a  judgment  that  benefits  the  counterfeiter.138  

 

What court to choose relies on the situation. The company that had the case with the copycat 

store chose a court in a city where they had presence that was closest to the copycat store’s 

                                                
137 Expert A. 
138 Expert A. 
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location. This is because they deemed they would have stronger evidence showing how their 

store had gotten a damaged reputation compared with Shanghai where the reputation would 

have been unaffected. They anticipated the amount of the damages to have been bigger in 

compensation in Shanghai. In the end, they did not get much in compensation, but were satisfied 

with a positive judgment. 

 

It’s  hard   for  us   to  provide  evidence  of  how  much  damages  we’ve  suffered  and  how  

much  profit  the  copycat  store  earned.  It’s  very  hard  for  us  to  provide  evidence.  […]  And  

the  most  important  part  for  the  court  to  make  the  judgment  is  based  on  the  profit  earned  

by   the   copycat   and   the   damages   suffered   by   [us].  We   can   only   provide   our   sales  

volume  according  to  the  sales  growth  trend  for  our  evidence.139    

 

The damages to be claimed are usually unsatisfactory, but there has been a recent law change 

that introduces punitive damages with up to five times the statutory damages. Expert B is 

positive about the change and said “five times would be the maximum, depending on the 

evidence you would put forward to the judge. Five times would be very malicious and where it 

would come very near a criminal offense. Then on top of it you would get a criminal 

investigation.”140 

 

Another issue, according to expert A, is getting the damages paid at all: 

 

What   is  difficult  here  when  you  say   that  damages  are   increasing  all   the   time,   that   it  

becomes  easier  for  foreign  companies  to  get  a  positive  judgment  at  the  courts  […],  but  

it  is  another  thing  to  actually  get  the  damages  paid.  This  is  where  you  need  to  freeze  

assets,  because  in  practice,  the  counterfeiting  companies  can  move  all  their  assets  to  

another  company  and  then  suddenly  there  will  be  no  money.141  

 

To freeze assets, it is possible to apply at the people’s court for injunctive relief and evidence 

preservation according to art. 65 and art. 66 TML. The injunctive relief preserves assets before 

filing a lawsuit if the right holder can prove that the infringer will cause irreparable damage 

unless promptly stopped. “Injunctive relief […] exists in China, but it is not really part of the 

weapons lawyers would use, because the threshold for injunctive relief in China is traditionally 

                                                
139 Company representative. 
140 Expert B. 
141 Expert A. 
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high, and on top of it, often the claimant would need to pay a heavy sum of deposit in order to 

compensate for possible damages, unjustified damages, for the so-called infringer,” according 

to expert B. If the right holder loses the case, they would need to compensate for the loss and 

of the infringer, which is the reason for this deposit.142 

 

As  the  IP-courts  are  getting  more  developed  and  more  cases  are  heard,  there’s  better  

precedence  about  trademark  and  patent  infringement  […].  There’s  also  damage  claims  

that  you  actually  can  expect  now,  so  then  maybe  the  investigation  costs  would  even  

out.  But  certainly,  going  to  court  is  not  for  free,  especially  not  lawyer  fees.  Then  our  [as  

an  investigative  firm]  cost  is  the  small  one  in  this  context.143   

 

Litigation gives an executive judgment, but reaching that goal is a costly process and the 

damages cannot be expected to cover the costs. The companies participating that have the 

economical means to enforce their rights through litigation are prepared to take a legal case this 

far not because of the damages, but to send a message to infringers that they do take their rights 

seriously, as well as build up case law for future litigation.  

   

                                                
142 See Interpretation by the Supreme People’s Court of the Issues Relating to Application of Law to Pre-trial 
Suspension of Acts of Infringement of Exclusive Right to Use Trademarks and to Evidence Preservation, 
promulgated by the Judicial Committee of the Supreme People’s Court at the 1203rd Meeting, on Jan. 9, 2002, 
effective Jan. 22, 2002. 
143 Expert A. 
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6   Conclusions  –  towards  a  stronger  IP  environment?  
 

6.1   National  law  in  combination  with  local  implementation  
6.1.1   A  complex  context  for  trademark  rights  
It is not possible to say that there is a lack of regulation concerning IP-protection. However, 

these rules are still somewhat written openly for interpretation with a difference in local 

interpretations that can make it difficult to foresee how a case would go. This inconsistency in 

interpretation of law, combined with a combination of local protectionism cause for issues in 

implementation. With this said, the mere amount of trademark applications and the view of 

similarity of goods are itself a concern in foreseeable implementation. These factors combined 

exacerbate the already aggressiveness of counterfeiting and cause for the complex context retail 

companies find themselves in. 

 

As the study has shown, it can be argued that it could be possible for the government to quench 

counterfeiting or at least do harsher crackdowns on counterfeit operations both in terms of 

production and distribution than what has been made so far. For now, it seems that the right 

holder has the main responsibility in making sure their rights are respected. The local economic 

interests are protected through this leniency towards infringement. These local interests can in 

some way intertwine with the national interests of economic strength and continued growth, 

where the social and economic problems could create havoc on the local population if the main 

source of work and income was cracked down upon through stronger enforcement. 

 

For similar reasons, the counterfeit market places are allowed to keep on existing even though 

the authorities are well-aware of their existence. The same type of leniency seems to apply for 

the online platforms as well, which is the new way to distribute counterfeit goods. All things 

considered, the counterfeits are not allowed to exist lawlessly and freely, but the laws are 

gradually promulgated and implemented while the counterfeiters are gradually adapting along 

with the enforcement of rules, constantly pushing the barriers of what is tolerated in practice. 

Counterfeiters are also business people who analyse risk-benefit of their activity. If the risk set 

by the government and right holders is too big, they would be efficiently deterred.144 

 

                                                
144 See Lagerqvist and Ohrling, 2015, p. 151. 
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6.1.2   IP  law  development  and  looking  forward  
The interviews also shed light on a positivity on the development of law and its implementation 

in China. “If you are not copied, then you have no interest on the market,” is a phrase that I 

have heard many times in China. However, this is changing, with foreign companies taking 

more action and being less passive. According to expert A, this acceptance of counterfeits is 

changing: “many saw it as a sign of recognition before, and that you get a bit of free marketing. 

But this has changed now to saying no, stop it, go after someone else and don’t come here and 

make money on our trademark.”145 She continued: 

 

I  think  a  lot  has  happened  the  last  three  to  five  years.  It’s  been  five  years  since  the  IP  

courts  came  and   they’ve  handled  more  and  more  cases  and  especially   regarding   the  

promotion  efforts  of  Made  by  China  rather  than  Made  in  China.  Meaning  that  the  Chinese  

will  register  their  own  trademarks  and  own  them  themselves.  I  think  it  will  become  even  

more  matured,   even   if   it   is   a   pretty   immature  market   as   it   is   now,   if   you   look   at   the  

implementation.   […]   If   you   only   look   at   what’s   on   paper,   everything   seems   to   be   in  

place.146 
 

The companies also expressed positivity about their possibilities of winning a legal battle with 

a Chinese domestic company compared with a few years ago: 

 

I  think  right  now,  the  entire  atmosphere  for  IP  rights  is  much  stronger  than  before.  I  think  

the  buyers,  towards  domestic  companies,  get  weaker  and  weaker,  because  everyone  is  

now  trying  to  appear  at  an  even  plain  or  playground  here  in  China.  In  the  past  five  years,  

I’ve   got   to   say   that   domestic   companies   got   favoured   a   lot   compared   to   foreign  

companies,   but   I   think   that   is   going   to   change.   It   is   not   sustainable   in   this   big  

environment,   because  China  wants   to   show   [they]   value   IP   rights,   and   that   they  will  

protect  the  IP  rights  of  any  company,  not  just  Chinese  or  domestic  companies.147 

 

The new amendment to the trademark law, especially with the bad faith provision now at the 

initial examination stage, is a step in a positive direction regarding removing malicious 

registrations. It is still however too early to say what the impact of the new amendment will be. 

The addition of the bad faith provision in art. 4.1 TML is a sign that the courts are taking bad 

                                                
145 Expert A. 
146 Expert A. 
147 Company representative. 
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faith registrations more seriously now, according to expert B. The addition of punitive damages 

is also helpful since the damages have been generally low and not deterring enough for the 

counterfeiters. More case law is however needed to evaluate the impact of the new provisions. 

 

 

6.2   Dealing  with  risks  
One of the biggest risks for foreign companies is likely to be that they have failed in preparing 

properly and timely. It is important for companies to set a part of their time and budget to IP-

protection, since the market can be described as aggressive in terms of counterfeiting and 

malicious registrations. Even when having the registrations in place, it is important to keep 

monitoring the market of the spread of infringing goods, since a situation can easily become 

out of control unless acting quickly. Many companies participating in this interview take their 

IPR seriously and make sure to act on infringement by sending out cease and desist letters and 

being prepared to take a case to court. 

 

With proper preparations in place and being ready for swift actions, possible counterfeits can 

be contained without the situation getting out of control. But concerning trademark 

registrations, the situation can be even more complex. 

 

This study has shown different ways to fight malicious registrations. First of all, the best thing 

is to register for a Chinese name for the trademark along with the original name and registering 

these rights as quickly as possible in several subclasses. The trademark registrations should be 

monitored as the trademarks get better known as it is easier to oppose a new trademark 

registration rather than attempting to invalidate it later.  

 

I would argue, that the similarity of goods is the biggest issue. The high demands on what is 

viewed as similar or dissimilar are perhaps the most obvious for the consumers’ eyes when 

examining cases of trade dress. This has to be kept in mind when discussing the possibilities of 

trademark opposition and invalidation, since if the court would consider the trademarks 

dissimilar, which they arguably most likely would, then the court would not even consider 

whether the mark has been registered in bad faith, not even mentioning the high requirements 

of being considered well-known. It is understandable that the valuation of trademark similarity 

needs to be quite stringent to create consistency when dealing with so many trademark 

applications every year. Yet, I would argue, that this amount of applications could be 
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significantly reduced if right holders did not consider it necessary to also cover subclasses 

around their actual trademark subclass because of the aggressiveness in trademark squatting. 

Many of these malicious registrations could be hindered if the view on similarity would be less 

uncompromisable, and thus, there would be a greatly lesser need for many unused registrations 

that are only there to stop others from being too close. 

 

6.2.1   A  note  about  money  
The companies participating in this study are of different sizes and have different capabilities 

in how much time and money they spend on their proactive IP-protection as well as seeing cases 

through to the end. Litigation in China is expensive and time consuming, but not even spending 

any time at trying to monitor your own situation might create the situation where you are 

unaware of infringement already occurring. The longer you wait with dealing with the situation, 

the worse the situation can become. Letting counterfeiters be also send a message that the rights 

will not be enforced. 

 

The smallest company participating in this study wondered about what should be prioritised to 

protect the trademark and at the same time running the business. “It’s a bit like chicken or the 

egg. Should we start with the [legal] work or the sales?” Certainly, there is a big discrepancy 

between small to medium sized companies and larger ones in terms of their legal muscle power. 

 

Something that does not have to be costly and can save a lot of litigation costs in the long term 

is making sure to have internal control, both practically by different ways to monitor the 

production and make sure the business relationships are intact. This however, calls for a 

complete separate study detailing these strategies. Another inexpensive measure suggested by 

expert A, is to monitor the market by simply searching for the trademark on the Internet and 

seeing what shows up, “once a year is better than doing nothing.”  

 

Expert A also added “I believe you have come a long way just by being aware of the risks. If 

we become popular then we most likely will have a backlash because of it, but then we will 

handle that when it happens.” I think this statement summarizes the study suitably. Being aware 

is step one, then preparing and finally just being prepared to act when things happen, because 

those things will likely happen and it is better to expect them rather than being surprised. 
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6.3   Final  conclusions  and  wish  for  further  studies  
The interviews I have conducted have shed light on a need for further studies regarding business 

relationships, both regarding manufacturers and distributors as well as joint venture partners. 

When discussing fake fakes and monitoring production, it became quickly clear to me that there 

are several uncertainties where companies choose dissimilar solutions. One of those 

uncertainties regarded contracts, which I found are formulated very differently between 

companies. Even a seemingly small question like contract language is not handled in the same 

way, and many do not see the issue regarding this topic. Contract language is one of those things 

that can greatly impact a case, because the courts will only handle documents in Mandarin 

Chinese, according to expert B, and the intricacies of the Chinese language make it difficult, or 

even impossible, to find a truthful translation. Moreover, further studies are also called for 

regarding non-disclosure agreements and trade secrets, where I found through the interviews 

that there were more questions rather than answers. Lastly, the comparison between choice of 

dispute resolutions, such as litigation through people’s courts compared with arbitration, and 

its impact regarding the mentioned business relationships. 

 

I am moreover eager to follow the development of trade dress in China, which seems to be a 

rather unique situation. It is unclear whether it will be more strictly enforced in the future, which 

can call for further studies. 

 

In consideration of the foregoing, the IP-laws show tendencies toward a positive development 

for right holders in China as the market matures. The courts are more specialised and the laws 

are giving the trademark office as well as the courts better legal possibilities of cancelling bad 

faith registrations. The counterfeit markets are less accessible in larger cities and the online 

markets continue to evolve in ways to expose infringing goods and removing them. However, 

the situation is still complex with an aggressive market both in terms of counterfeiting of goods 

and malicious registrations. The counterfeiters show a creativity in the way they use loopholes 

such as the cases of trade dress and evade detection and removal when selling counterfeit goods 

online. 

 

The development will be followed with excitement. 
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