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Curbing Preemptive
Registration of Marks under
Unfair Competition Law

Zhang Guangliang

The Unfair Competition Law should play its own role in preventing and ceasing preemptive
registration of marks. Against a person who intentionally or even maliciously registers
another party’s mark, any prior right proprietor, after the relevant administrative proceed-
ings or judicial procedure is closed, may bring an unfair competition litigation, under Article
2 of the Unfair Competition Law, to hold the preemptive registrant civilly liable.

The “preemptive registration” means “filing a mark
registration application before the owner of the mark does”,
and the “preemptive registration of a mark” is not a legal
concept. In China, the first-to-file doctrine is adopted in ob-
taining the exclusive right to use a registered mark’, that is, in
general, the first mark registration applicant secures the
right; hence there should be no such matter as “preemptive
registration” in mark registration. However, acts abound in
practice of mark registration that are contrary to the doc-
trines of honesty and credibility and that of unfair competi-
tion. Such an act of filing application with the Trademark Of-
fice for registration of a registerable sign another party en-
joys some prior civil rights and interest is known as “preemp-
tive registration” in the community. Theoretically, the Trade-
mark Law currently in force in China has provided for a rela-
tively adequate relief against acts of preemptive registration,
whereby a prior right proprietor may stop such an act and

protect his own interest through the mark opposition and dis-
pute resolution proceedings and the follow-up judicial review
procedure. As the practice shows, however, the effect of
these proceedings and procedure are hardly satisfactory:
they are over-complicated and time consuming, and the out-
come of such examination and hearing unpredictable, which
has dampened the public confidence in the working of the
system, and covertly spurred preemptive registrants to pre-
emptively register more marks, or encouraged more people
to rush in to do so. While relying on the procedure estab-
lished under the Trademark Law to regulate acts of preemp-
tive registration of marks, we should consider whether other
alternative measures are available to prevent such acts. In
this regard, the writer believes that the Unfair Competition
Law should play its own role in preventing and ceasing pre-
emptive registration of marks. This article will be looking into
the necessity for and feasibility of regulating preemptive reg-
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istration under the Unfair Competition Law, and the issues
requiring our attention.

I. Necessity for regulating preemptive
registration of marks under
the Unfair Competition Law

While acts of preemptive registration are brought under
the regulation of a series of procedures under the Trademark
Law, to regulate acts of mark registration and maintain the
normal order of market competition, regulating acts of pre-
emptive registration of trademarks under the Unfair Compe-
tition Law is of great realistic significance as shown mainly in
the aspects as follows:

1.Need for keeping good faith and maintaining the order
of market competition

Under the Chinese Trademark Law, a prior right pro-
prietor may handle an act of preemptive registration of
trademarks according to the legal state of the Trademark
Law through the opposition proceedings or dispute resolu-
tion procedures. For the legislative and realistic reasons?,
however, the opposition proceedings or dispute resolution
procedures have too many sub-procedures, with low effi-
ciency. Take for example the mark opposition raised by a pri-
or right proprietor, from raising opposition to finally closing
the case are possibly involved the administrative proceed-
ings and judicial procedures, including the opposition pro-
ceedings, opposition reexamination proceedings, the first-
instance and second-instance administrative litigation. Be-
sides, some major cases of dispute may go through appeal.
For the known reasons, it takes at least five to six years to go
through all these procedures. In practice, there are cases
which are pending for more than a decade, which, though
just a few individual cases, shows, from one perspective, the
complexity of the relevant procedure and the low efficiency
of the relevant administrative agencies. According to the
statistics, enterprises registered in China stay alive or opera-
tive for only four years on the average. This means that some
enterprises would have “passed away” before the final adju-
dication is rendered. Further, on the average, a Chinese
brand lasts less than two years®. In other words, many
brands no longer exist in the marketplace when a final judg-
ment is made. For a preemptive mark registrant, the longer a
case lasts, the better. Even in a case where the preemptively
registered mark is similar to another party’s mark that has

CHINA PATENTS & TRADEMARKS NO.4, 2008

certain influence, the administrative or judicial authority
would decide to register or sustain the registration of a mark
in suit on the ground that the mark at issue “has acquired
distinctive character through years of use”, which would
cause direct injury to the prior right proprietor, dampen oper-
ators’ the zeal to invest in and operate or maintain brands,
and adversely affect the establishment and maintenance of
the good faith and order of fair competition in the market.

2. Need for curbing the momentum of preemptive mark
registration

According to the procedure under the Trademark Law,
even if a prior right proprietor succeeds in a case of opposi-
tion or dispute, the result is merely that the mark in suit is re-
fused or revoked, and the preemptive registrant does not
have to be held administratively liable, or it may be said that
he is under “zero risk”. But in the prolonged administrative
and judicial procedures, some prior right proprietors, who
are anxious to recover or regain their right, are possible to
have the dispute settled with preemptive registrant; hence
the chances are, the latter would be handsomely paid. It is
really highly profitable. The “zero risk” and “profitability” of
preemptive mark registration would undoubtedly help spur
more acts of preemptive registration.

3. Need for recovering the losses caused to prior right
proprietors because of preemptive mark registration.

To resort to the administrative and the follow-up judicial
procedures to protect his interest, a prior right proprietor has
to invest heavily in terms of time, or sometimes money,to pay
for the lawyer’s fee; under certain circumstance, he may suf-
fer from other damage.* For a prior right proprietor, the fees
he pays and the damage he suffers are impossible to be re-
covered at all in the above-mentioned procedures.

ll. Feasibility of regulating preemptive
mark registration under the Unfair
Competition Law

The Unfair Competition Law, which is one of the basic
laws to maintain the order of market competition and to en-
sure that business operators carry on decent, lawful and fair
competition, expressly prohibits a series of acts of unfair
competition. Besides, an act of competition contrary to the
doctrines of voluntariness, equality, fairness, honesty and
creditability, against the accepted business ethics, detrimen-
tal to other operators’ lawful rights and interests and disrup-
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tive to the social and economic order, constitutes an act of
unfair competition under Article 2 of the Unfair Competition
Law.

Under the Chinese Trademark Law, acts of preemptive
registration are contrary to Articles 13, 15, 31 and 41 thereof.
These acts are also likely to constitute acts of unfair competi-
tion.

When a preemptive registrant acting in violation of Arti-
cle 31 and Article 41, paragraph one, of the Trademark Law,
the unfair character of the actor is obvious. Just as Article 31
of the Trademark Law provides, “no trademark application
shall infringe another party’s existing prior rights. Nor shall an
applicant register in an unfair means a mark that is already in
use by another party and has certain influence.” If a preemp-
tive registrant’s act of mark registration is finally established
by the administrative or judicial agency as an act to “register
by an unfair means a mark that is already in use by another
party and has certain influence”, the proprietor of the mark
that is already in use and has certain influence may bring an
unfair competition lawsuit, accusing the preemptive regis-
trant of preemptively registering the mark by unfair means,
thus, constituting unfair competition. Where the preemptive
registrant fails to furnish evidence to the contrary or fails to
favouribly defend against the accusation, the court should
make the determination in this regard.

Likewise, Article 41 of the Trademark Law provides,
“where the registration of a trademark was acquired by fraud
or any other unfair means, the Trademark Office shall cancel
the registered trademark in question; and any other organi-
sation or individual may request the Trademark Review and
Adjudication Board to make an adjudication to cancel such a
registered trademark.” Under this provision, if a preemptive
registrant’'s act of mark registration by unfair means infringes
the another party’s lawful rights and interest, such an act
would be one of unfair competition.

Article 15 of the Trademark Law is a provision on the a-
gent or representative of a person owning a mark who ap-
plies, without authorisation of such owner, for the registration
of the mark in his own name. That is the act of the agent or
representative of a person who is the owner of a mark ap-
plies, without such owner’s authorization, for the registration
of the mark is his own name. This act as mentioned in this Ar-
ticle is obviously contrary to the good faith doctrine, and
detrimental to the interest of the mark proprietor; the latter is
entitled to sue to impose civil liabilities on the agent and rep-
resentative under the Unfair Competition Law.
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Article 13 of the Trademark Law provides for the protec-
tion of well-known mark. “a trademark that is applied for reg-
istration in identical or similar goods shall not be registered
and its use shall be prohibited, if it is a reproduction, an imi-
tation or a translation, of another party’s well-known mark that
is not registered in China and it is liable to create confusion;
or a trademark that is applied for registration in non-identical
or dissimilar goods shall not be registered and its use shall
be prohibited, if it is a reproduction, an imitation or a transla-
tion, of a well-known mark which is registered in China, mis-
leads the public, and the interests of the registrant of the
well-known mark are likely to be damaged by such use.” Un-
der the circumstances as mentioned in this Article, if a well-
known mark proprietor is able to prove that the act of mark
registration is for the purposes of unfair competition or im-
pairs his own rights and interests, he may claim against the
act of unfair competition.

In a nutshell, mark registration should be applied for by
following the good faith doctrine; should not for carrying on
unfair competition and seeking illicit benefits by registering
the mark in bad faith.® In case of intentional preemptive regis-
tration in bad faith by a mark registrant to carry on unfair
competition, the infringee has the right to seek civil remedy.

lll. Matters requiring attention in
regulating preemptive registration of
marks under Unfair Competition Law

When the Unfair Competition Law applies to the regula-
tion of preemptive mark registration, the matters as follows
require our attention:

1.When

After an act of preemptive mark registration takes place,
the prior right proprietor should first resort to mark opposition
proceedings or dispute resolution procedure. After the rele-
vant administrative or judicial authority decides in his favour
in respect of the act of preemptive registration, the prior right
proprietor has the right to bring a seperate unfair competition
litigation to hold the preemptive registrant civilly liable. After
an act of preemptive mark registration takes place, where
the prior right proprietor brings an unfair competition litiga-
tion, without requesting the administrative authorities, such
as the Trademark Office or the TRAB for resolution through
the opposition proceedings or dispute resolution procedure
or the relevant procedure is not closed, the people’s court
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should decide to reject the litigation under Articles 108 and
111 (3) of the Civil Procedure Law. Doing things this way is
for the sake of uniformity of the mark system in China to pre-
vent conflicting outcome of mark right determination proce-
dure and that of civil lawsuit against unfair competition.
Meantime, it is possible to “filter out” a large number of cas-
es. That is, only the prior right proprietor who wins in the
mark right determination procedure is qualified to bring the
unfair competition action.

2. Who

The Chinese Unfair Competition Law starts, in Article 2,
paragraph two, with a clear definition of the act of unfair
competition by specifying that “ the ‘unfair competition’ as
mentioned in this Law refers to a business operator’s act vio-
lating the provisions of this Law, infringing upon the lawful
rights and interests of another business operator and dis-
rupting the socio-economic order.” It is thus shown that the
Unfair Competition Law regulates the market competitors,
namely the business operators. The business operators as
mentioned in the Unfair Competition Law refer to legal per-
sons, other economic organisations and individuals provid-
ing goods or services.® Here arises a question, namely can a
preemptive registrant be determined as a business operator
so as to make him subject to the regulation under the Unfair
Competition Law?

Article 4 of the Trademark Law provides that any natural
person, legal person or other organisation, intending to ac-
quire the exclusive right to use a trademark for the goods
produced, manufactured, processed, selected or marketed
by him or it, shall file an application for the registration of the
trademark with the Trademark Office. This expressly pro-
vides for the qualification of those applying for mark registra-
tion. For the writer, a mark is to distinguish the sources of
goods or services, and a mark is registered to be used in the
industrial or commercial activities. For that matter, as a mark
registrant, a natural person, legal person or any other organ-
isation should be deemed to be the business operator pro-
viding goods or services for making profits. While some nat-
ural persons do not, or will not, make products or do busi-
ness,’” where the applicants of mark registration are such op-
erators, the special sector of this group, namely the preemp-
tive registration registrants, are certainly operators, too, so
they are subject to the regulation under the Unfair Competi-
tion Law.

3. Whether

It should not be genralised whether preemptive regis-
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tration of marks undoubtedly constitute an act of unfair com-
petition. Unfair competition is a kind of infringement, but an
act of unfair competition and many other acts infringing the
IP rights are different in constitution of the infringement.

The act infringing the IP right may be defined as an ille-
gal act of unauthorised exercise of an IP owner’s exclusive
right or injury to a rightholder’s other interests.? Fault should
not be an factor to be considered in determining IP infringe-
ment, but one that should in determining whether the in-
fringer is liable for civil damages.® As for constitution of an
act of unfair competition, however, it is required that the actor
is at fault in terms of intention or even bad faith. This is a nat-
ural conclusion drawn from the analysis of the IP-related acts
of unfair competition, such as false advertising, commercial
slander and trade secret infringement, as enumerated in the
Unfair Competition Law.™

According to the preceding analysis, one of the ele-
ments for an act of preemptive mark registration to constitute
one of unfair competition should be that the preemptive reg-
istrant is subjectively intentional, or even in bad faith. The
preemptive registrant is obviously and subjectively intention-
al if he preemptively applies for registration of a mark in vio-
lation of Articles 15, 31 and 41 of the Trademark Law. If he
applies for registration of a mark by reproducing, translating
or imitating another party’s well-known mark in violation of
Article 13 of the Trademark Law, whether his act constitutes
unfair competition needs to be examined in the light of the
specific circumstances.

In practice, later mark registrants apply for registration
of marks identical with or similar to prior well-known marks for
different purposes. Some have done so to take advantage of
the prior mark, which is an act to apply for registration in bad
faith; some have done so due to incomplete search by a
trademark attorney or negligence on the part of a trademark
examiners, and used said mark in their business operations.
It should be said the latter do not intend to reproduce, trans-
late or imitate another party’s well-known mark. Especially
where a later mark is registered owing to negligence on the
part of a trademark examiner, and the registrant is not at
fault, it is very difficult to determine that the later registrant in-
tends to carry on unfair competition and that his act consti-
tutes unfair competition. Since intentionality or bad faith is
just a subjective mentality difficult to determine, the determi-
nation should be made with account taken of the later regis-
trant’s act and the repute of the prior mark. For a prior non-
registered well-known mark, if it is highly reputable, the
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goods in respect of which said mark is used take up a large
market share, and another party registers the mark in goods
or services of the identical or similar classes, or the registrant
had business relations with the non-registered well-known
mark proprietor, or even did the business identical with or
similar to the non-registered mark proprietor, or in the same
region as or adjacent to that in which the non-registered
mark proprietor did his business, then it is possible to deter-
mine that the registrant’s act is intentional or in bad faith, so
constitutes unfair competition. As for a registered well-known
mark, if another party registers in nonidentical or dissimilar
goods or services, whether the registrant is intentional is an
issue difficult to determine. For the protection of a well-known
mark across classes, that is, under what circumstances the
public would be misled or it is likely to injure the well-known
mark registrant’s interest is an issue on which views are
sharply divided. For that matter, unless the well-known mark
proprietor can present evidence showing that the latter reg-
istrant has registered said mark not to use it in business, but
to assign it to another party or to the well-known mark propri-
etor at a high price or any other evidence showing the pres-
ence of bad faith in the registration, it would be very difficult
for the court to determine the presence of bad faith.

4. Civil liabilities preemptive registrants are subject to

If a preemptive registrant’s act constitutes unfair com-
petition, he or it should be legally liable for damages and for
eliminating the ill effect under Article 134 of the Civil Proce-
dure Law and Article 20 of the Unfair Competition Law

Regarding the damages compensating doctrine, the
“filling-up” doctrine that is generally applicable to civil dam-
ages in China should apply, that is, a preemptive registrant
whose act of preemptive registration has caused injury to a
prior right owner is fully liable for the damages. In general,
such injury caused by an act of preemptive registration to a
prior right owner mainly includes lawyer’s fee and other liti-
gation expenses. For example, if his prior mark that is al-
ready in use and has certain influence is preemptively regis-
tered, the prior right owner has the right to resort to the dis-
pute resolution procedure for resolution under the law to
protect his own rights and interest through administrative
proceedings and the follow-up judicial procedures to have
the preemptively registered mark revoked. To this end, the
prior right owner has spent a lot of time, and paid the
lawyer’s fee and travel expenses. All this should be the injury
caused by the preemptive registrant to the prior right owner.
In the unfair competition procedure, as a plaintiff, the prior
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right owner has the right to request the preemptive registrant
to be liable for the damages. Meanwhile, the preemptive
registrant should pay the former for his necessary and rea-
sonable lawyer’s fee in the unfair competition litigation." Un-
der some circumstances, the prior right owner’s losses are
by far in excess of the lawyer’s fee. For example, after an a-
gent succeeds in preemptively registering an owner’s mark
in violation of Article 15 of the Trademark Law, said agent
then accuses the mark owner that the latter’s use of the mark
in suit constitutes an infringement, or even requests the court
to adopt some preliminary measures, such as pre-trial or in-
terlocutory injunction, to force the mark owner to stop using
his mark, thus causing losses thereto. This is a typical act of
unfair competition to apply for mark registration in bad faith
to cause injury to another party and to seek illicit benefits.
The losses the mark owner suffers because of being forced
to stop using his own mark should also be compensated by
the preemptive registrant.

Besides causing economic losses to a prior right owner,
such act of preemptive registration, in some cases, would
create market confusion or other ill effects to such owner. In
case like this, the prior right owner has the right to request
the court to order the preemptive registrant to eliminate the ill
effects by appropriate means in press to the same extent.

The Unfair Competition Law should play its role in stop-
ping acts of preemptive registration of marks. The prior right
owner has the right to bring unfair competition litigation a-
gainst the preemptive registrant to claim damages and to
stop the act of preemptive registration and to eliminate the ill
effects. This would increase the costs of acting in violation of
the law on the part of the preemptive registrant, and help
curb the spread of acts of preemptive registration. It needs
to be noted that the people’s court should be precautious in
hearing cases of the nature. On the one hand the court
should punish preemptive registrants of marks who carry on
unfair competition and seek illicit benefits by preemptive
registration of marks, and, on the other, it should ensure that
those who do not perform the act of intentionally preemptive
registration are free from the liabilities, so as to effectively
make use of the mark resources and sustain the market com-
petition.

The author: Lecturer of the China-German Law School of the
China University of Political Sciences and Law

! Article 29 of the Trademark Law.
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* The legislative reasons are that when the Trademark Law was revised
for the third time in 2001, addition was made of the provision on making
the administrative adjudications subject to judicial review in order to
bring the Trademark Law in harmony with the TRIPs, with the former
opposition and reexamination proceedings kept unchanged. This has
made the whole procedure over-complex. The realistic reasons are that
such a huge number of mark applications are filed in China that China
has been the country that has received the largest number of mark regis-
tration applications the world over for six consecutive years. For exam-
ple, in 2007, the State Trademark Office received a total of 708,000 ap-
plications for mark registration, and the TRAB accepted 17,500 cases of
application for mark review and adjudication. The two administrative a-
gencies are now both short of examiners, and the shortage has resulted
in serious backlog.

* See the Shenzhen Commercial News published on 12 June 2006.

* For example, after some marks are preemptively registered, the trade-
mark proprietors immediately sue the prior right owners of infringing
their mark rights, thus causing damage to the latter’s production and
business.

® See P.125 of the Trademark Examination and Adjudication Standards
issued by the Trademark Office and TRAB of the State Administration
for Industry and Commerce in December 2005.

°In its Explanation of Several Issues Relating to Trial of Unfair Compe-
tition Cases (Tentative) issued in 1998, the Beijing Higher People’ s
Court further explained the concept of business operators: “a legal per-

son, any other organisation and individual who does not provide goods
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or provide service for profits, but provides works, technology and other
intellectual achievements in the market for profits may also be a player
in unfair competition”.

" In the Points Requiring Attention from Natural Persons Applying for
Trademark Registration issued in February 2007, the Trademark Office
has defined the qualification of a natural person applying for trademark
registration: only those natural persons who have been approved under
law to do business can file application for registering their marks, and
the scope of goods or services in respect of which they apply for regis-
tration of their marks should be confined to the business scope as ap-
proved in their business certificates or relevant regulatory documents, or
limited to farm and sideline produce they deal in, otherwise, the Trade-

mark Office should not accept their applications and notify them in
writing. The legality of the definition has brought about relevant litiga-
tion, and the outcome thereof are yet to be seen.

#Zhang Guangliang, Civil Remedies against IP Infringement, the Pub-

lishing House of Law, 2003, P.28.

Y For example, according to Article 56, paragraph three, of the Trade-

mark Law, where a party unknowingly sells goods that infringe upon
another party’s exclusive right to use a registered trademark but is able
to prove that he or it has obtained the goods lawfully and is able to iden-
tify the supplier, he or it shall not be held liable for damages. But this act
of distribution is still one of infringement, and the distributor should be
liable for ceasing the sale.

' See Articles 5, 9, 10 and 14 of the Unfair Competition Law.

" Article 20, paragraph one, of the Unfair Competition Law.



