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As foreign investors rush into the vast China 
market, many don’t do enough to make sure that 
their intellectual property (IP) – potentially their 
most prized asset – is sufficiently protected. Those 
companies that do have an IP strategy in place 
are wary about the legal protection available to 
them in China if they fall prey to infringers. How-
ever, early planning and a good understanding 
of the Chinese enforcement process will ensure 
investors don’t risk losing competitive ground by 
being able to effectively safeguard their IP rights.

Think IP First 

Many international companies start trading in China 
before they consider how to protect their IP in the 
country. By the time they take the necessary steps 
to do that, it is often too late; domestic enterprises 
are likely to have already hijacked an investor’s idea 
or brand name and started using it. Before setting 
up factories or other operations in China, foreign 
investors need to plan at the outset how to protect 
their IP, either by filing patents or registering trade-
marks. Investors must also be proactive in regularly 
monitoring what the local competition is doing.

Nevertheless, a foreign company’s IP could already 
be subject to infringements in China. Even when 
investors initially scout the market for any existing 
patents or trademarks relating to their area of 
business, they might encounter similar – or even 
identical – names to their own products. 

Investors entering into joint ventures in China must 
be certain to choose legal counsel with suitable 
international experience to understand their 
overall interests. For example, unless investors 

put a provision into their IP-development agree-
ment with the local party explicitly stating that the 
investor will take ownership of new IP arising out 
of the business relationship, by a default of PRC 
law, the locally-based developer will own all rights 
to the IP.

Dispel the Myths

It is essential that foreign investors don’t trap 
themselves with the self-fulfilling misconceptions 
about the futility of trying to enforce IP rights in 
China. With IP being private rights, in China (as in 
other countries) it is up to IP owners to take initia-
tives to procure and protect their own rights. While 
the administrative, civil and criminal court systems 
are venues available to IP rights owners, claimants 
should not expect the government to take action 
on their behalf without them asking it to do so. 

Instead, investors should act quickly and forcibly to 
protect their rights if necessary. Bayer, Yamaha and 
Sony are some of the many foreign companies that 
have successfully done that in China.

Tactical Enforcement 

When required, there are two main ways to do this. 
The first is through an administrative mechanism, 
where investors file a petition with the local gov-
ernment to have the effect of an injunction against 
the infringing party. The second way, typically more 
effective, is for an investor to file a civil lawsuit 
through the courts.  

While this is more expensive and time consuming 
for the plaintiff, the remedies available are ultimately 
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Steps to Take

• Register all IP rights before starting a business in China
• Continually monitor domestic companies for any  
 infringements
• Put IP-ownership provisions into agreements with  
 local parties
• Have confidence in using the Chinese court system  
 to enforce IP rights
• File a lawsuit for the best chance of monetary remedies
• Rely on case precedents and application rather than  
 legal theory in court hearings

better. In particular, the claimant can extract money 
from the defendant. 

Investors should also bear in mind that because 
China has an inquisitorial system, a judge can look 
into any aspect of the case and ask the parties 
to produce additional documents before making 
a decision. In contrast, judges in most western 
courts can only review the documents and evidence 
already presented.

However, while judges are heavily involved in de-
ciding the case, they assume a guilty defendant 
will be honest in meeting its obligations to the 
claimant. But if that isn’t the case, and, for ex-
ample, the defendant tries to stall any payments it 
has been ordered to make, claimants can ask the 
court’s enforcement department to step in on their 
behalf.

International Standards

Using a civil law system also means that domestic 
counsel tends to focus on the “black letter law” or 
the code itself, rather than the spirit or policy of 
the law. On the other hand, international counsel 
focuses on problem solving and how the law is 
applied, and looks to uphold the principle of the 
law on behalf of clients. China’s senior judges and 
professors often support that view in the majority 
of cases.

Judges in China are also very keen to apply such 
westernized principles as they strive to contribute 
to the development of the domestic legal system. 
For example, for the past two years, the consensus 
among judges in the Beijing and Shanghai courts 
has been to ask counsel to show, with the appro-
priate references, how it thinks the law should work, 
much in the style of the Anglo-Saxon legal system.

To further help advance China’s court system, 
written judgments on IP cases have also become 
more complete, listing every issue and argument 
raised. A simple factual, two-page summary is no 
longer deemed sufficient in China.
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Bulletin Board 
In recent months, China has for the first time published 
legislation relating to the enforcement of copyright on 
the internet. This will particularly affect the posting of 
copyrightable material, such as photographs, music and 
movies, on the internet for downloading or distribution. 


