Article

CHi. & WTO Rev. 2015:2; 223-250 CW I 2

http://dx.doi.org/10.14330/cwr.2015.1.2.03
pISSN 2383-8221 - elSSN 2384-4388 China and WTO Review

Changing Tides of the Chinese
Trademark Law

Haijun Lu"

Trademark law is but part of competition law. With a good faith clause, the new Chinese
trademark law moves closer to competition law. The new law is more liberal to the
registrable signs with more non-traditional signs such as sound marks and flora in the
family of registrable signs. Some kind of bona fide prior use of trademark is respected
and the requirement of trademark use is strengthened in the new law. The likelihood of
confusion has been absorbed in the new law as the prerequisites trademark infringement
other than using identical marks on identical goods or services. In the new law, a clause
against using well-known trademarks as tool to promoting products is formulated.
Changes on the procedures of oppositions to trademarks witness the efforts to simplify the
examination of trademarks. The stronger protection efforts such as punitive damages in the
new law will go against trademark infringement.

Keywords: Chinese Trademark Act, Good Faith Clause, Use of Trademark, Likelihood of
Confusion, Well-Known Trademark

I. INTRODUCTION

The Chinese Trademark Act (H4E ARILAIERR%E) was enacted in 1982 and
revised in 1993, 2001 and 2014. In this course, there has been notable progress in
trademark protection which vigorously promote China’s economic development.
By the end of 2014, there were a total of 15,226,700 trademark applications,
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10,027,500 trademark registrations and 8,930,000 legitimate registered
trademarks; all among the first in the world. In the same period, however,
some problems remain unsettled including cumbersome trademark registration
procedures, bad-faith-registration, and a large number of trademark infringements
calling for reform of trademark law.' In August 30, 2013, the fourth meeting of
the second session of the Chinese National People’s Congress (“NPC”) passed
the Decision on Amending <People’s Republic of China Trademark Law>(%2
Fles <P AREMEMITRE HHE) (EfES5H75). It finally came into
force on May 1, 2014. The 2014 amendment of the Chinese Trademark Act
(hereinafter the new law) includes 53 modifications with 73 sections in contrast
to 64 sections in the Chinese Trademark Act (2001) (hereinafter the old law). The
amendments mainly concern the efficiency of trademark registration, stronger
protection of trademarks and the establishment of a fair competitive market.
In addition, various supplementary regulations including new updates to the
Trademark Law Implementing Regulations,3 separate Guidelines and Notifications
issued by the Trademark Review and Adjudication Board (“TRAB”)4 and Judicial
Interpretations on jurisdiction and other issues from the Supreme People’s Court
(“SPC”)5 together constitute the whole trademark system of China.

The primary purpose of this research is to introduce the pertinent provisions
in the new law along with some comments. This article is composed of nine parts
including short Introduction and Conclusion. Part two will discuss the integration
of Chinese trademark law within competition law. Part three will discuss the
inception of the non-traditional trademarks such as sound marks in the new law.
Part four will talk about the efforts of balance of use-dominated formula and
registration-dominated formula in the new law. Part five will tackle the rational
regression of the new law from similarity-of-signs test to likelihood-of-confusion
test in the judgment of trademark infringement. Part six will investigate well-
known trademarks and a remarkable concern of foreigners considering the
protection of un-registered trademarks in China. Part seven will examine the
simplified procedure of examination focusing on the change of the procedure of
opposition to trademarks. Part eight will search for the way how to strengthen
protection efforts such as punitive damages, in the new law.
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I1I. TRADEMARK LLAW AS PART OF COMPETITION LLAW

6

“The law of trade-marks is but a part of the broader law of unfair competition...’

The old law had not realized the nexus between trademark law and competition
law, thereby yielding it a narrow focus. First, a strict first-to-file doctrine is rooted
in all of the old law. Based on this doctrine, trademark rights especially registered
trademarks, have been deemed as absolute private rights.7 The old law goes astray
by treating trademark rights similar to other kinds of intellectual property such as
copyright and patent.8 Investments on works and invention need be protected with
strong property rights as incentives. It is, however, not the same case in trademark
rights.9 Second, trademarks have been isolated from other kinds of sources,
indicating signs such as trade dress, business name, domain name, etc. As a matter
of fact, from the perspective of competition law, all the above signs cannot be used
with the effect of confusing or misleading consumers. In the old law, however,
new lines need to be defined with a rather positive sign. In the perspective of
trademark law as absolute private law, facing new environment, whether the right-
holder of trademark is entitled to prohibit others from using his/her mark in the
new environment is to be examined without justified answers. Under the regime
of competition law, however, whether others’ trademark use results in likelihood
of confusion or succeeds in misleading is to be examined with clear conclusions.
E.g., using trademark as part of a domain name, with the likelihood of confusion
or misleading should be inhibited because it is obvious ‘unfair competition.’
Recognizing the above truism, many seemly thorny problems become apparent;
what is the justified fundament of an exclusive right of a trademark? General
parlance for ‘Coca-Cola’ has changed to ‘Coke.” If someone else uses ‘Coke’ on
identical or similar goods or services could ‘Coca-Cola’ as a Company, sue for
trademark infringement?10 In addition, how are the damages for infringement of
trademark reasonably determined? Only by laying trademark law on the strong
foundation of competition law, then, the above problems could easily be tackled.
The right-holders of a trademark do not create the right. The right is protected for
fair competition in the market and for the protection of consumers. In essence,
trademark rights are rooted in the market (i.e., the perception of consumers).11 In
case of nicknames, although it is the public rather than the right-holders of the
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trademark, who have created the mark (in some special cases, the right-holders
even publicly state that the products should not be called by the nickname),12 the
right-holders obtain exclusive rights on the nickname because consumers have
associated the nickname exclusively with the product in question. Otherwise,
consumers are bound to be confused. In addition, under the regime of competition
law, trademark law does not construct an absolute private right rather than that of
maintaining a fair competition market (i.e. the ultimate end) through the protection
of a private right (i.e. the direct end). Trademarks are not being protected in order
to encourage creation of more trademarks.” If the right-holder of a registered
trademark does not use the trademark in commerce and the user has used the
trademark with enormous economic benefits, ' the question arises as to whether
there are damages that ought to be considered yet again.15 To say the least, if there
are damages, the amount of damages should not be calculated based on the profit
earned from the infringing act concerning the function of a trademark; ° the rights
of trademark otherwise shall occur as an absolute, but unreasonable private right.

A. Good Faith Clause

A good faith clause has been added in the new law'’ which is a general clause with
roots in competition law." By virtue of being the emperor-type clause, although
some kinds of bad-faith trademark registration or other kinds of unfair competition
may not be clearly defined in the new law, it shall be rejected on the good faith
clause. Perhaps in the future, the good faith clause shall be exercised as a fallback
provision. Under the wide-ranging vision of competition law, trademark should
only be considered as one of the several tools to maintain, for a fair competitive
market and the shield of the legitimate rights of consumers. Whether the use of
a certain mark should be refused must be judged on whether a fair competitive
market occurs and whether the consumers are being confused or misled.
Retrospectively, a good faith exercise of trademarks rights should promote a fair
competitive market and the protection of consumers.

B. Settlement of the Conflict between Trademark and Business Name

In a market, the trademark is not alone. There are many other kinds of signs such
as a ‘trade dress’ which has a source indicating function. In addition, trademark
and business names all relate to the source of goods or services. If the registered
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trademark or unregistered well-known trademark is used as the business name
by another party, the consumer may be confused about the source of goods or
services. Treating trademark as the only source indicator without considering other
signs could mean the end of trademark law,” which cannot be realized. In the
old law, there is no special clause settling the conflict of trademark and business
name.” Moreover, in China, the registration of a business name is largely regional.
However, the registration of trademark is nationwide. [Emphasis added]

In the new law, notably, if the registered trademark or the unregistered
well-known trademark is used as the business name with the intended effect of
misleading consumers, the behavior is unfair competition under the regime of
Chinese Anti-Unfair Competition Law.”' The new law has occurred as the family
member of competition law in which all the signs indicating the sources of goods
or services should not be missed in the establishment of a fair competitive market.
The signs such as trade dress, albeit unregistered, should be protected against
likelihood of confusion or misleading.

II1. FROM VISIBLE-SIGN TO SOUND MARKS

“It is the source-distinguishing ability of a mark - not its ontological status as color,
shape, fragrance, word, or sign - that permits it to serve these basic purposes.”22

Sound is without borders. Sound marks may be the darling of enterprises based
on to develop the international market.” The old law prohibited the registration of
sounds, because a sound cannot be a visible sign in and of itself. ™ The digital era
especially the occurring of e-commerce calls for the Chinese society to legitimatize
sound marks as a trademark. Sound marks” which have been used widely as
non-traditional trademarks™ have been finally added in the new law.” That is
an opportunity especially for the high tech enterprises, as well as a challenge to
Chinese trademark registration and protection.

A. Registration

There are two kinds of sound marks legal systems such descriptive representation
systems (US) and graphic representation systems (EU).28 In both the systems
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above, the requirements of descriptions should be intelligible to competitors and
the public, thus delineating the rights held by each trademark.” Similar to the
American practice,30 a required specimen of sound, plus a description of the marks
should be submitted to the Chinese Trademark Office (“CTO”).31 The sound
may be described in onomatopoeia, listed musical notes, and simple declaratory
phrases.32 As mentioned, intelligibility is the touchstone for the requirements of
descriptions.33 In general, stave and sonogram are considered to be intelligible.34
Mere written descriptions themselves such as “the sound of a cockcrow” is not
clearly defined in the sense of sound marks registra‘[ion.35 A sequence of musical
notes without pitch or duration is not intelligible.36

B. Distinctiveness

Different from common visible sign, it is difficult for a common sound mark
to be impressed on people’s minds.” A sound mark should be able to indicate
a source and distinguish goods or services of one undertaking from those of
other undertakings (i.e. distinctiveness) to be registrable. The burden of proof
is on trademark applicants.38 A mark may be inherently distinctive or acquire
distinctiveness through consistent use in commerce.” Similarly, a sound
should be inherently distinctive”’ or commonplace sounds that have acquired
distinctiveness (secondary meaning)41 to have the ability to indicate a source and
to distinguish goods or services.” Sounds are deemed inherently distinctive if
they can immediately convey the source of a product or service to consumers.”
A sound mark acquires a secondary meaning when the consumers recognize and
associate the sound exclusively with a single source.” The sound may be music
composition (most compositions are very short), actual sounds or imitation of
actual sounds. Whether a sound mark is distinctive should be decided in the
special context of goods or services on which the mark is used or proposed to
be used.” The roar of a lion, e. g., may be distinctive being used on the goods
such as cinematographic works (the lion roar of MGM has been regis‘cered).46
When a lion roar is used on the service of a zoo, however, the requirement of
distinctiveness is difficult to meet. Another example, a cockcrowing voice may
be distinctive when it is used on the goods such as software. In contrast, when the
cockcrowing voice is used on the services such as selling chicken or eggs, meeting
of the requirement of distinctiveness should be thought again. In the case of sound
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marks, in general, the marks acquire distinctiveness through long time uses (i.e.
acquiring a secondary meaning). Some cases argue that, only when sounds made
by a product during its normal course of operation acquires distinctiveness, they
can be regis‘frable.47 Some commentators even argue that only the marks’ acquired
secondary meaning are regis‘[ralble.48 The arguments are a little bit absolute which
has been challenged.49 However, it may be the actual practice of sound mark
registration. £.g., MGM needed about 60 years to register the lion roar.” In the
future, in Chinese trademark practices, the important role of uses on acquiring
of distinctiveness should be emphasized. About the sound marks, if there are
any doubts about the inherent distinctiveness of the marks, a proof of acquired
distinctiveness is required.51 In the near future, there would be some sound marks
registration application to CTO. The Organization should be thus prepared to
examining sound marks. In order to answer those questions —which sound marks
are distinctive? or which sound marks are non-distinctive?-, a fundamentally
sound set of criteria should be drawn. It should be noted that even in the most
liberal nations in regards to recognizing the registration of sounds (i.e. the Us),”
only hundreds of sound marks are regis‘cered.53 There is also a very small scale of
registered sound trademarks around the world.” CTO should, ideally, be stingy in
awarding registered sound marks following the practice of the world about sound
marks and other kinds of non-traditional signs.55

C. Functionality

The functionality doctrine comprises of utilitarian and aesthetic functionality.56 A
mark containing a product feature which is essential to the use or purpose of the
article or affects the cost or quality of the article is ‘utilitarianly’ functional,” while
a mark containing an aesthetic element that makes the product more attractive to
consumers is ‘aesthetically’ functional.” If the exclusive use of the feature would
put competitors at a significant non-reputation related disadvantage, the feature is
functional.” In deciding whether a mark is functional, the following factors should
be considered:

1. “the existence of an expired utility patent... disclose[ing] the utilitarian
advantage of the design”;

2. advertizing material in which “the originator of the design touts [the design’s]
utilitarian advantages”;
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3. the availability of alternate designs to competitors; and
4. whether the alternate designs provide competitors with comparatively simple

and cheap methods of manufacturing the product.w

If a sound mark is functional, it is unregistrable.61 The above-mentioned factors
may be helpful in judging whether a sound mark is functional. ‘Potato,” a sound
from an exhaust pipe based on the particular configuration of a motorcycle,62
is unregistrable due to functionality concerns. If the sound is registered, the
monopoly of the particular configuration of a motorcycle shall be obtained
through a trademark.” It is the specialty of patent law, however.” Although
the unique sound created by products or services recognized by consumers as
indicating sources is registrable,65 in general, if a sound originates in the particular
configuration of a product, we should be cautious to grant the sound a trademark
because of the possible functionality of the sound. If a sound mark is functional,
it is generally unregistrable even with the show of acquired distinctiveness or the
competition will be inhibited.” If a sound has been created for distinctive goods or
services and has nothing to do with the function of the goods or services, however,
it is registrable. A sound being programmed into a particular product’s software, is
registrable although it is in a product’s normal course of operation.67

D. Similarity

Similarity of signs is one of the several important factors in determining whether
there is a likelihood of confusion. In the case of traditional visible signs, in
determining whether there is a likelihood of confusion, the marks should
be considered in their entire ties affording greater weight on the dominant
component of the marks.” The tests for a likelihood of confusion should be
abided by in the case of sound marks. There are, however, obvious differences
between sound marks and traditional visible signs. It is difficult to dissect a
sound mark into dominant components and non-dominant components. Thanks
to new technologies, sound marks can be also distinguished in an easier manner.
Concerning the function of trademarks and the habits of consumers, however, we
should not rely on comparison of machines to decide whether the sound marks are
similar. Albeit there are differences between two sound marks, the similar total
concept and feel may confuse consumers about the source of goods or services.
Concerning the test of likelihood of confusion, the similarity should be examined
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on the basis of an average consumer’s total concept and feel rather than the
dissection” of a machine.

It is worth noting that, except sound marks, based on the provisions of the
Chinese new trademark law,70 other kinds of non-traditional and non-functional
trademarks such as flora are also registrable with acquiring distinctiveness because
most of flora are not inherently distinctive.”"

IV. BALANCE OF REGISTRATION-DOMINATED
ForMuLA AND USE-DOMINATED FORMULA

“...the right to a particular mark grows out of its use, not its mere aa’option...”72

“..to create trademark or trade dress rights, a designation must be proven to
perform the job of identification: to identify one source and distinguish it from
other sources.””

Use of signs is the fundamental justification for awarding exclusive rights of
trademarks”* especially in the context of common law.” In the use-dominated
formula such as the US law, practical use or intention to use a trademark is the
prerequisite to obtain an exclusive right to a trademark.” Even in the traditional
registration-dominated formula” such as the law of Germany, the use of trademark
is one of the several origins of the exclusive rights of trademark.” In general, there
are use requirements of signs, because without use of a sign, the sign does not
function as a trademark.” This is also true in Chinese trademark law."

A. Definition of Contextual Trademark Use
“Trademark use is a basic element of all provisions relating to trademark rights

. . 81
and infringement.”

In the new law, “trademark use in the context of trademark law” (hereinafter
trademark use) has been clearly defined as being indicative of the sources of the
goods or services.” The provision of the definition of ‘trademark use’ is very
important. First, although a trademark should be registered for an exclusive
right of use,” practical use of trademark is decisive in the maintenance of the
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exclusive right.84 In China, if there is no justification for non-use of trademark
for three consecutive years, the trademark can be cancelled.” Some companies
try to maintain the validity of their registered trademark by using it on some
media such as an unknown tabloid without the effect of indicating the sources of
goods or services (i.e. merely to reserve a right in a mark).86 There may be some
confusion about whether the above-mentioned use of trademark can maintain
the validity of the registered trademark without the definition of ‘trademark use’
in the new law. It is, however, obviously not a legitimate ‘trademark use’ in the
context of the new law. Second, prior proper use of trademark and a trademark
infringement defense based on non-use of registered trademarks have been added
in the new law. They are important balance mechanism which shall be effective
only by clearing the definition of ‘trademark use.’ If the prior user of a mark has
not used the mark indicating the sources of goods or services, it is not justified to
approve his/her rights in the mark. Take another example. If the plaintiff has not
used his/her registered trademark in the sense of indicating the sources of goods
or services, it is difficult to argue that there are any damages to the plaintiff with
the use of the mark by the defendant. Finally, other than using trademarks in the
sense of indicating the sources of goods or services, there are many other kinds of
trademark utilization such as using surname on a paper or using a sign (like in the
BMW example) to mark that the service of BMW cars repairing will be provided.
Some scholars argue that aforementioned trademark uses belong to fair use/fair
dealing of trademarks,” which is logically true. The justification for freedom of
using trademarks is not fair use/fair dealing, a copyright law terminology. Only
misuse of a mark causing the actual confusion will be prevented.88 Pursuant to the
definition of ‘trademark use’ in the new law, all of above mentioned trademark
uses are not ‘trademark use.” This means that the signs are not used to indicate the
sources of goods or services. An example is to use ‘BMW?’ to mark that the service
of BMW cars repairing is not indicative of the sources of BMW cars. Then, it is
not necessary to rely on the fair use/fair dealing doctrine to award freedom to the
other kinds of trademark use except the ‘trademark use.” ‘Trademark use’ in the
sense of trademark infringement should conform to ‘trademark use.”” In other
words, if a trademark use does not meet the likelihood of confusion test, freedom
should be given to the use. In another similar instance, using trademarks of
plaintiffs on the website of the defendant may constitute trademark infringement.
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Using the trademarks of plaintiffs in the ‘post-domain path’ of certain webpages
on the defendant’s website, however, shall not constitute trademark infringement.90
Facing new problems under a new environment such as that in the digital era, the
truism being that the “only source identifying uses qualify as trademark uses”
should be abided by to tackle the seemingly new problems.91

B. Prior Bona Fide Use of a Trademark
“...The owner of a trade-mark may not, like the proprietor of a patented invention,
make a negative and merely prohibitive use of it as a monopoly...” 2

From a global perspective, obtaining rights of trademark through trademark use
has been accepted by most trademark legislations.93 In the old law, based on the
absolute doctrine of ob‘[aining—exclusive—rights—of—trademark—on—registration,94 it
is impossible for a party to obtain an exclusive trademark right through trademark
use although there are some provisions95 protecting holders of unregistered
trademarks. Following these provisions, unregistered trademarks shall be protected
as follows:

1. Unregistered Well-Known Trademarks. A trademark which constitutes a
reproduction, an imitation, or a translation, liable to create confusion, of
an unregistered well-known mark shall be refused the registration, and to
prohibited the use;

2. Unregistered Widely-known trademark to some extent. If a prior used
unregistered trademark has a certain influence on consumers (hereinafter

widely-known trademark in some extent),96 the trademark shall not unfairly97
registered preemptively by other parties;98 and

3. Unregistered Ordinary trademarks. 1f the applicant knows or should know the
prior used trademark, the unfairly registered trademark on other party’s prior

used trademark shall be cancelled.99

Albeit the above provisions are about unregistered trademarks, some blurred
problems remain unsettled: (1) If a mark is neither well-known trademark nor
widely-known trademark in some extent and there is no bad-faith registration, the
applicant will obtain a registered trademark. The question remains as to whether
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prior use of the mark can continue its use in commerce; and (2) if no one has
registered the previously used mark, and someone else uses the unregistered mark
in commerce causing a likelihood of confusion, can the previous user sue for
trademark infringement?

The purpose of trademark law is to guarantee fair competition for the
protection of legitimate interests of consumers as a whole rather than the exclusive
rights of some individuals or entities. If others sell identical or similar goods or
services under the identical or similar signs of the trademark holder without a
likelihood of confusion of consumers, it is not justified to prohibit the bona fide
use of signs by the parties, other than those of the trademark holders. Concerning
the important role of the use of sign, in obtaining an exclusive right of a trademark,
the new law defines a prior proper use of trademark as being legitimate with the
effect of co-existing of trademark in some special contexts.” In the context of
the new law, the first problem, however, has been settled giving rise to some new
concerns. First, the right-holder of a widely-known previously used trademark
may continue to use the trademark within the scale of the original use subject to
some requirements (e.g., with distinct marks on demamd).101 Second, the right-
holder of an ordinary prior used trademark may not continue to use the trademark
which has been bona fide registered by another party. Third, the key issue of “the
scale of the original use” remains unclear. Some scholars argue that the prior user
should limit his/her use to the identical goods or services rather than expanding it
to similar goods or services (not to mention non-similar goods or services)102 and
the original specific regions.103 Others claim that the prior user may use the mark
beyond the original product scale and original specific regions.104 Considering the
protection of consumers as the end of trademark law, the prior users’ expansion
in the scale and scope of operations depends on whether the trademark use in
the above context will cause a likelihood of confusion. Therefore, if a likelihood
of confusion does not exist, the prior user can use the mark beyond the original
product scale and original specific regions. In the case of holders of registered
trademark limiting their commerce within specific product scale and regions or
failing to occupy a large market share, it is unjustified to limit the prior user for
the use of trademarks. Fourth, the provision of prior bona fide use of a trademark
in the new law does not abide by the priority principle. In the priority principle,
the prior user as a senior user, has an exclusive right in general.105 In the new law,
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however the prior user has trademark rights only in exceptional circumstances with
a series of prerequisites. Addressing the second question, in general, if the mark
is a well-known trademark or widely-known trademark to some extent, there is a
strong possibility that the use of the mark by the latecomer may cause a likelihood
of confusion."” In this circumstance, based on the right or legitimate interests
originated from the prior use (i.e., the priority principle that the prior or senior
user has superior rights in the mark'”’ when the mark has not been registered in
the context of Chinese trademark law), the prior user can sue the latecomer for
trademark inﬁingement.108 If the mark is an ordinary trademark and a likelihood
of confusion does not exist, however, the co-existinglo9 of trademarks should be
approved by law.

C. Not Using Registered Trademark as a Trademark Infringement Defense
“...There is no such thing as property in a trade-mark except as a right
appurtenant to an established business or trade in connection with which the mark

55110

is employed...

There is no property111 in a trademark in gross.112 Concerning the essential role of
trademark use in obtaining an exclusive right of a mark, the plaintiffs’ trademark
infringement allegations may be rejected on the grounds that the plaintiffs have
not used the marks adequa‘[ely113 because the trademark owner has a property right
only when it is necessary to prevent customer confusion.' " If the trademark owner
has not adequately used the mark, however, there will be no customer confusion.
According to the above truism, in the new law, if someone registers a trademark
but hung it up (there is no actual confusion in this circumstance),115 others who
use the same trademark without damages to the holders of registered trademark
are not liable for damages.116 This is a notable progress in the Chinese legislation
of trademark. Some problems, however, still remain unclear. An Individual or
entity, which has not practically used his/her trademark to indicate the source of
goods or services, does have a true plan to use the trademark in the future. If his/
her registered trademark has been used by another party in commerce as indicative
of the sources of goods or services, based on the definition of trademark use in the
new law, whether the true plan to use a trademark is a kind of source indicating
trademark use? In general, one party may have a plan to use a mark in the future.
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A bona fide use plan of a mark should be respected. In the case of bona fide use
plan of mark, the requirement of ‘trademark use’ should be presumably met. The
trademark infringement defense based on “there is no trademark use” should be
thus rejected.

V. FROM THE SIMILARITY OF SIGNS TEST TO THE
LikELIHOOD-OF-CONFUSION TEST

“Likelihood of confusion™"” is the fundamental criteria in judging a trademark
infringement.118 A likelihood of confusion should be decided by the following
factors: (1) the strength of the mark; (2) the similarity of the marks; (3) the
proximity of the goods or services; (4) the intent of the accused; (5) evidence of
actual confusion; (6) the marketing channels used; (7) the likelihood of expansion
into other markets; and (8) the degree of care purchasers are likely to exercise.

The similarity of signs could lead consumers to confusing the sources of
goods or services. However, it is not necessarily as such because a likelihood
of confusion is also based on factors other than the similarity of signs.120 A
likelihood of confusion should be examined when the marks are encountered
in the marketplace.121 Taking account of the special context, a simple similarity
of signs may not be a likelihood of confusion.'” Moreover, whether goods or
services are identical or similar should be considered in determining a likelihood
of confusion.” In other words, confusing similarity of signs rather than simple
similarity of signs shall be a critical ground for arguing trademark infringement.
[Emphasis added] Moreover, the “Likelihood of Confusion Test” shall limit
monopolistic trademark rights to a reasonable scale.™

Let’s take a look at the factors in determining a likelihood of confusion. If
using identical signs on identical goods or services, a likelihood of confusion
exists. However, unless using identical signs on identical goods or services, taking
account of the special context in which the signs are encountered in the marketplace,
a likelihood of confusion does not necessarily exist. Rightly recognizing the
above-mentioned points, in the new law, except using the identical sign on the
identical category of goods, in the case of other kinds of trademark uses (e.g.,
using the identical sign on the similar category of goods, using the similar sign on
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the identical category of goods and using the similar sign on the similar category
of goods), a likelihood of confusion should be proven to support an argument of
trademark infringement.125 In other words, albeit using the identical sign on the
similar category of goods, if there is no likelihood of confusion, it is not trademark
infringement. Later, the plaintiff should prove existing the likelihood of confusion
in the other kinds of trademark using except for using the identical sign on the
identical category of goods to compensate for their damages.

V1. WELL-KNOWN TRADEMARKS: FROM HONOR TO
REFERENCE FACTORS IN RULING

The Chinese Trademark Act of 1993 did not touch a well-known trademark based
on a strict first-to-file system.126 Although there was not a legal term, “well-known
trademark™ in the Chinese Trademark Act of 1993, it was the first law to protect
well-known trademarks.”’ Registration of another party’s well known trademark
in violation of the principle of good faith is designated as being deceptive or an
improper means of trademark registration in the context of Article 27(1) of the
Chinese Trademark Act of 1993." F ollowing those rules, some applications to
register other parities’ well-known trademark such as “VOLVO’ on non-similar
goods or services have been rejected.129

In essence, well-known trademarks are mainly crafted to protect unregistered
trademarks.”” The ever-expanding scope has been witnessed in international
law regarding well-known trademarks.”’ Well-known trademarks were first
incorporated in the Chinese Trademark Act of 2001."” The establishment of
the system of well-known trademarks guarantees protection of well-known
trademarks, especially those unregistered and well-known to some extent. At the
same time, some controversial matters remains unsettled. If a trademark is well-
known in Europe, but not known to almost everyone in China, can the trademark
be protected by the Chinese Trademark Act as well-known trademarks?" So far,
in the Chinese Trademark Act, the trademarks which are not well-known in China
cannot be protected as unregistered trademarks.*

In China, the well-known trademarks system would be unfairly used
for improper purposes.135 Many parties use the ‘made’ (through judicial or
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administration procedure) well-known trademarks on their products to popularize
these products. The number of well-known trademarks may be regarded as
political achievements of Chinese local government.136 Many Chinese companies
used to propose false data to support their claims for well-known trademarks.”’
Responding to the problems and in order to return well-known trademarks back to
their correct positions, the doctrine of well-known trademarks has been established
by judgments138 and practice.139 This doctrine has been inherited in the new
law.™ Moreover, to tackle the above-mentioned problems, a drastic measure has
been adopted in Article 14 of the new law,"" which lays down that well-known
trademarks cannot be used on goods, packages or containers, or for advertising,
exhibitions and other commercial activities. The unfair competition through using
judicial-made well-known trademarks shall be fundamentally inhibited.

VII. SIMPLIFIED EXAMINATION PROCESS

To reduce the cost and time of trademark registration, some measures have been
taken in the new law such as, filing under more than one category of goods or
services per trademark formula, * electronic filing of trademark, * time limit of
trademark examination'"' and trademark review submissions. Among these
measures for simplified examination procedure, the most remarkable change rests
in improving the system of opposition to trademark application and proclaiming
the invalidation of registered trademark.

In the old law (2001), after the preliminary announcement of trademark
application, anybody can file an opposition to the application for any kinds of
reasons. ~ CTO will propose adjudication after an examination. If the opponent
remains unconvinced by the adjudication, an application of re-examination
will be filed to TRAB following a court procedure if the opponent remains still
dissatisfied by the adjudication of TRAB. The long journey of application of
trademark (the whole process took about 3-4 years)147 will most likely confuse
trademark applicamts,148 while conducive to the possible bad-faith opposition.
In the case of bad-faith opposition, the opponent may prevent the trademark
applicants from obtaining of trademark."”’

To tackle above-mentioned problem, the new law has made some changes:
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(1) The opponents are limited to prior right-holders or interested paﬂies;lso (2) if
the opposition is not tenable, the opponent cannot file for review to TRAB; and
(3) rather, proclaiming of invalidation of registered trademark can be filed to
TRAB after the trademarks are regis‘[ered.151 In other words, if the opposition is
not tenable, the trademark shall be easily registered with the barriers of obtaining
trademarks being reduced.

VIII. STRONGER PROTECTION EFFORTS

A. A Heavier Punishment in Special Context and Punitive Damages

The new law tries to protect trademark better through heavier punishment and
monetary relief. Under the new law, the persons who have committed trademark
infringement twice or more within five years or on those with other serious
circumstances shall be imposed a heavier punishment.152 In the case of bad faith
infringement where the circumstances are serious, the amount of monetary relief
may be measured to a level that shall not only be exceeding three times, > but
also not less than the one time amount calculated according to the approaches
such as plaintiff’s damages154 or defendant’s profits or reasonable trademark
license royalties. The monetary relief shall cover the costs of the action. Where
it is difficult to determine plaintiff’s damages or defendant’s profits or registered
trademark license royalties, the People’s Court shall make a decision on the
monetary relief not exceeding RMB 3,000,000, taking into account the seriousness
of the trademark infringement.155

B. New Arrangement of Burden of proof

The burden of proof in trademark infringement litigation is crucial to the plaintiff
for adequate compensation. In the context of Lanham Act, e.g., if the plaintiff
claims monetary relief on the defendant’s profits, s/he shall be required to prove
the defendant’s sales only; defendant must prove all elements of cost or deduction
claimed.” The arrangement of the burden proof in the Lanham Act concerns the
reasonable arrangement of burden proof in trademark infringement litigation. The
new law lays down the same job as follows.
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1. When the evidence is under the control of the defendant, if the plaintiff has
fulfilled his/her obligation to supply evidence, the court may order the infringer
to provide such evidences.

2 Where the defendant refuses to provide such information or provides false
information, the court may determine the monetary relief at its discretion by

taking into account the claims and the evidence provided by the plaintiff.157

In this circumstance, as a matter of fact, the burden of proof is on the defendant
rather than the plaintiff. The new arrangement of burden of proof will decrease the
burden of plaintiff for relief in the case of trademark infringement litigations.

C. Suspension Procedures

It is necessary to strengthen the protection of trademarks through the
administrative forces relying on their efficiency. In contrast to judicial procedure,
however the administrative protection may do more harm to the real right-holders
when there are controversies over the ownership of a trademark. Therefore,
a suspension procedure has been added in the new law. That is to say, in the
process of the investigation initiated by ADIC, if there are controversies about the
trademark or the right-holders have sued for a trademark infringement in a court,
the investigation of ADIC may be suspended until the cause of the suspension
does not exist.”"

In addition, a contributory trademark infringement clause™ occurs in the new
law. Following the clause, if the party willfully provides convenient conditions
to help others in trademark infringement actions, s/he shall bear the liability of
trademark infringement.

IX. CoNcLUSION

In accordance with the prior practice of Chinese trademark law,'"” the new law
has made fundamental changes that are consistent with the basic principles of
trademark law. The new law, as a part of competition law, is more inclusive with
a good faith clause which is the provision of competition law. In the future, if
legitimate interests are not clearly defined as a right in trademark law, the interests
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may be protected by competition law. As non-traditional marks such as sound marks
as legitimate sign of registered trademark have been accepted, they will be applied
for registration. Without prior practices about non-traditional marks, administrative
rules and juridical interpretations will be asked on registration and protection of non-
traditional marks. The new law is more conducive to foreigners, especially right-
holders of well-known trademark because it relies heavily on trademark use in
obtaining trademark rights. The sleeping registered trademarks shall be awakened
not by using registered trademarks as a trademark infringement defense. More
trademarks shall be co-existing with the likelihood of confusion as the touchstone of
trademark infringement. It is easier for the applicants to obtain registered trademarks
based on the simplified examination procedure such as time limit of examination.
The right-holders of trademarks will be more strongly protected with the stronger
protection efforts in the new law such as punitive damages.
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considered as bad faith registering the trademark “RE7F§’ translated from ‘CASTEL.” See

CASTEL FRERES SAS v. TRAB (Trademark Administrative Dispute), No. 2834 (2010)

of Administrative Judgment of Beijing First Intermediate People’s Court, Preliminary

Judgement [IE5EATE—H N RABE T TECHI15]. <available only in Chinese>
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134.

135.

136.

137.

138.
139.

140.

14

—

143.

144.

The well-known trademarks mean the widely known trademark by the relevant public in
China. See Judicial Interpretation of the Application of Law in the Cases involving Well-
Known Trademark Protection and Disputes of SPC (2009) art. 1.

Xiangjun Kong, Understanding and Application of the Supreme People’s Court’s Judicial
Interpretation about Intellectual Property Rights fL##{&, < ABIABE AN RELAfEREE
55 H>, China Legal Publishing House [HEIAfHIARFL] 137 (2012). <available only in
Chinese>

Xingliang Tao, Misunderstanding of the Protection of Well-Known Trademark in China,
Its Way [FREHARGRIRPITIR K IR, CHINA INTELLECTUAL PROPERTY NEWSPAPER [ F[E]
AP RUR] Nov. 21, 2007. <available only in Chinese>

Xinian Tao, Investigation of the Flood of Well-Known Trademarks [ -2tz il jH#], 2
L. & Soc’y [(E&5tt£] 70(2009).

Supra note 1.

See Judicial Interpretation of the Application of Law in the Cases involving Well-Known
Trademark Protection and Disputes of SPC (2009) arts. 2 & 3.

Chinese Trademark Act (2014) arts. 14(2), 14(3) & 14(4).

. 1d. art. 14(5).
142.

In the old Chinese trademark law (2001), one trademark application was limited to one
category (International Classification of Goods and Services for the Purposes of the
Registration of Marks (10th ed. 2011) of goods or services. See Chinese Trademark Act
(2001) arts. 20 & 21.In practice, the official fee of a trademark registration is RMB800.
The agency fees are about RMB500-1000. If a company registers a trademark on all of
the categories of goods or services, the total fees will approximate to RMB60,000 which
will place a large burden on the trademark applicants. See Twelve major highlight of the
Chinese new trademark law implemented from May 1, the interpretation of the Municipal
Trade and Industry Bureau [#r<ptA> 5H 1 HIUCIHE TE B+ A5k, available at
http://www.10yan.com/2014/0428/91205.shtml (last visited on May 24, 2014.) <available
only in Chinese>. A change has been made in the new Chinese trademark law. See
Chinese Trademark Act (2014) art. 22(2). It reads: “Trademark applicants may register one
trademark on more-than-one categories of goods in per application.” In the new Chinese
trademark law, in one filing, trademark applicants may register one trademark on all of the
categories of goods or services which will greatly reduce the burden on enterprises.

In the digital era, occurring of new technologies call for electronic filing of trademark
lawful. Response to the digital context, the new Chinese trademark law has accepted
electronic filing of trademark as the lawful methods of filing trademark. See Chinese
Trademark Act (2014) art. 22 (3). It reads: “Trademark registration and other relevant
documents can be made in writing or data messages.”

The time limit of examination of trademarks application by CTO on the applicants
of trademark is first clearly defined in the new Chinese trademark law. See Chinese
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Trademark Act (2014) art. 28. The review of TRAB on the refused trademark application
is nine months. See Chinese Trademark Act (2014) art. 34. Particularly, in the case of the
review procedure of TRAB, the deadline may be extended for three months, however.
The time limit of examination of opposition to the trademark application should be
twelve months, in special cases, while the deadline may be extended for six months. See
Chinese Trademark Act (2014) art. 35(1). The provisions of the time limit will improve the
current lengthy trademark registration. For the interests of the right-holders of registered
trademark, in the new Chinese trademark law, the application of renewal for the validity
of trademark (trademark renewal procedure) may be proposed within twelve months (6
months in the old Chinese trademark law, however, according to Article 38 of the Chinese
Trademark Act (2001)), before the expiration of the registered trademark. See Chinese
Trademark Act (2014) art. 40(1).

145. Following the successful practice of patent review submissions, trademark review
submissions are added in the new Chinese trademark law which will improve the quality of
examination of trademark registration. See Chinese Trademark Act (2014) art. 29.

146. Chinese Trademark Act (2001) art. 30.

147. See The new Chinese trademark law will be implemented in May 1, 10 highlights of the
new law [HrishioAS A LH 00, i inA10A5E 5], available at http://'www.edul488.
com/article/2014-5/13100828.shtml, (last visited on May 24, 2014). <available only in
Chinese>

148. Supra note 1.

149. Sun Bingwang [officer of CTO], Bad-Faith Opposition Is Robbery &R ER-FEFH05],
9 CHiNA TRADEMARK [H1ERS7]24 (2005) <available only in Chinese>

150. Chinese Trademark Act (2014) art. 33.

151. Id. art. 35(2).

152. Id. art. 60(2).

153. In most states of the US, under State Law, punitive damages of trademark infringement
shall be awarded in certain limited extent. See Mccarthy, supra note 6, §30:95 §30:96 30-
212-16 (2006).

154. In the context of Lanham Act, the monetary relief basing on damages may be above the
amount found as the actual damages, not exceeding three times such amount. See supra
note 115, at 210.

155. Chinese Trademark Act (2014) art. 63.

156. Supra note 115, at 210.

157. Chinese Trademark Act (2014) art. 63(2).

158. Id. art. 62(3).

159. Id. art. 57.

160. Many of the ‘new’ clauses have been stipulated in the prior regulations such as the
regulations against bad faith registration. See Chinese Trademark Act (2014) art. 15. It has
occurred in Standard of Trademark Trial of CTO (2005).
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