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Identified as the “global hub of counterfeiting” in the International Anti-Counterfeiting Coalition’s 
2016 Special 301 Review, China has long received special attention from the international 
community for the incredible scope of its intellectual property violations.   While China has 
introduced a number of laws and special action campaigns over the last decade to strengthen IP 

protection, Chinese counterfeits remain pervasive in the domestic economy and constitute the 
majority of seized goods reported worldwide by customs officials.   

This fact sheet is intended to provide a brief background on the scope of China’s IP violations today. 

In 2014, China constituted the majority of seized goods worldwide. 

 In the EU, China accounts for 72.43% of suspected IPR infringing goods by volume.  Hong 

Kong is second with 7.72% but it is suspected these goods likely originate in China. To give 
a sense of how these numbers look in comparison, Turkey is in third place with only 7.42%.  

 In the US, China accounted for 63% of the total value ($772 million) seized by US customs.  

Hong Kong is second on the list, accounting for 25% of the total in 2014 ($310 million in 
MSRP).  Together China and Hong Kong amount to 88% of all seizures.  Canada is in third 
place with less than 1%. 

 In Japan, 63% of counterfeit goods whose original country of origin could be identified were 
from China (including Hong Kong). 

Chinese counterfeits affect all manner of goods, posing increasing product liability and 
public health concerns. 

 In the US, fake auto parts are a particular concern, with seizure of such parts increasing by 

83% in fiscal year 2014, including brake parts and airbags. 
o “Some of the seized airbags not only failed to deploy but burst into flames and sent 

shrapnel-like shards towards the driver’s face on impact.” 

 In Australia, more than 500,000 car wheels are imported from China each year, but none 
are tested to see if they meet Australian design standards.  A test of suspected wheels found 
a range of alloy wheels on a variety of cars cracked after hitting a pothole at just 50 KMH. 

 In China, three million condoms were recently seized, reportedly of poor quality and 
containing dangerous metals.  These condoms were branded as Durex and sold to small 
hotels throughout the country.   

 According to a 2012 report by the American Enterprise Institute, “Asia is widely considered 
to be the fake drug factory of the world. India and China, which both having thriving 
legitimate domestic pharmaceutical manufacturing industries, are also the source of most 
substandard active pharmaceutical ingredients and counterfeit drugs found around the 

world.” 
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Counterfeiting on online trade platforms in China remains rife, in particular on Alibaba 

services. 

 In January 2015, the State Administration of Industry and Commerce criticized Alibaba 
publicly after the agency released a survey from the China Consumers Association showing 
that only 37.25% of examined goods on Taobao were genuine.  (NB: this statistic has not 
been verified through empirical studies.  But it is a figure that the Chinese government itself 
has used to explain the scope of the problem.) 

 In the third quarter of 2015, a survey by state-run news agency Xinhua estimated that e-
commerce giant Alibaba had sold over $45 billion worth of counterfeit or “shoddy” goods 
through its various marketplaces. 

 Kering SA filed a lawsuit in July 2014 against Alibaba Group Holding Ltd., complaining about 
widespread counterfeiting of Kering brands such as Yves Saint Laurent, Bottega Veneta and 
Balenciaga and a range of business practices that suggest an intent to profit from a wide 
range of illegal behavior.  The action was withdrawn in August 2014, as the two companies 
attempted to settle.  In May 2015, Kering refiled the case against Alibaba with additional 
evidence and the inclusion of RICO claims. The case remains pending.   

 
Chinese banks are suspected of knowingly profiting from Chinese counterfeiting. 
 

 In November 2015, Bank of China was held in contempt and fined $50,000 per day by a US 
judge for refusing to turn over their records involving counterfeiters’ accounts, which the 
bank claimed could not be turned over without violating Chinese privacy laws.  The bank 
eventually agreed to turn over the records in January 2016. 

 In May 2015, the Associated Press reported that five lawsuits filed in the US (including the 
above) demonstrate how counterfeiters “transferred millions of dollars in illicit earnings to 
accounts at two of China’s largest state-owned banks, the Bank of China and Industrial and 
Commercial Bank of China – as well as the smaller China Merchants Bank.”  According to the 
report, the banks have not disputes that counterfeiters may hold accounts at their branches, 
but they “refuse to comply with U.S court orders to disclose the information or freeze the 
funds, saying they would violate Chinese bank secrecy laws.” 

 
Chinese government statistics covering enforcement activity in 2014 indicated a continuing 
commitment to enforcement against counterfeits.  However, the number of cases arguably 
paled in comparison to the level of infringement in the market. 

 Customs: In 2014, customs took action in 270,000 cases involving 240,000 shipments and 
the seizure of 92 million units.  These figures represent increases from 2013 of 14.03%, 
16.59% and 21.09%, respectively. 

 AIC: In 2014, AICs dealt with 67,500 infringement and counterfeit cases with a value of RMB 
998 million (US$161m).  The number of cases was 15,600 fewer and the value was RMB 123 
million (US$19.8m) less than the 2013 amount, representing a decrease of 18.77% and 
10.97% respectively. 

 PSB: In 2014, 28,000 IP infringement and “product quality”1 cases were solved involving 
32,000 suspects, and with case value totaling RMB 17.78 billion (US$2.86bn).  

 Criminal Courts:  By comparison with 2013, the number of criminal cases involving IP 
accepted by local courts increased 18.83% to 11,088 cases.  Specifically: 

                                                           
1 Products quality cases refer to those of sales and manufacture of fake and inferior goods. 
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o 5,242 IP infringement cases2 – up 4.4% from 2013 
 Among these, 4,447 involved infringing registered trademark cases such as 

the crime of counterfeiting a registered trademark; 735 involved copyright 
infringement   

o 3,966 product quality cases – up 61.55% from 2013 (many of which involved 
counterfeiting of trademarks – although to an uncertain degree) 

o 1,697 cases involving “illegal business operation cases” – up 65% from 2013 
 NB: The Criminal Code allows conviction against IP violators for the crime of 

“illegal operations” where the goods concerned are highly regulated, e.g., 
cigarettes, publications, alcoholic beverages, etc. 

o 183 other cases involving IP infringement, including passing off of patents and trade 
secret violations - up 8.28%  

 
Foreign observers continue to speak positively about their working relationship with 
Chinese administrative and law enforcement units, such as the Ministry of Public Security 
and the Administration of Industry and Commerce. 
 

 AmCham China’s Business Climate Survey 2015 stated that “more than half of respondents 

described the actual IPR laws and regulations as effective or very effective, while little more 

than 20% described the enforcement of said laws and regulations as effective or very 

effective.”  But, Members overwhelmingly (86%) reported improvements in IPR enforcement 

in the long term, illustrating incremental progress in the IP environment”  

 
 An EU Report on IP Protection reports that “The on-going revision of the Copyright Law is 

expected to lead to further significant improvements in China's legislative IP environment…. 
[There is a] growing positive attitude at central level of the Chinese administration towards 
IP.”  

 
China has introduced a number of other initiatives to facilitate remedies and increase 
deterrence. 
 

 China set up specialized courts to handle IP cases in response to criticisms of being lax in 
protecting such rights – Beijing, Shanghai and Guangzhou. However, these courts are not yet 
handling criminal counterfeiting cases. 
 

 China is in the process of instituting a new Social Credit System intended to assign a “social 
credit” rating to every citizen/enterprise based on government data regarding their 
economic and social status.  A planning outline of the construction of Social Credit System 
(2014-2020) was issued by the State Council on June 27, 2014.  
 

o In IP area, it put forward several general outlines including: establishing and 
improving an IP integrity management system, and publish measures for using the 

                                                           
2 i.e. 7 kinds of criminal cases handled under Article 213 to 219 of the Criminal Code: “Crime of counterfeiting 
registered trademarks”  (Article 213); “Crime of selling goods bearing counterfeited registered trademarks” (Article 
214); “Crime of illegally manufacturing or selling illegally manufactured identifications of registered trademarks” 
(Article 215); “Crime of counterfeiting patent” (Article 216); “Crime of infringing on copyright” (Article 217); “Crime 
of selling duplicate works infringing on the right of any other party” (Article 218); “Crime of infringing on trade 
secrets” (Article 219). 
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credit rating for IP protection; fighting against IP infringement and the sale of fake 
and shoddy goods, bringing IP infringing acts into the credit record, strengthening 
the joint punishment of piracy, infringement and other IP infringement acts; 
launching credit construction among IP service bodies, and establishing a IP 
standard-setting systems and credit rating systems for IP services. 

 
o On Dec. 22, 2015, the State Council put forward Several Opinions on the Construction 

of a Powerful IP Country, in which it highlighted the credit score proposal that: “Any 
intentional infringement on intellectual property will become part of the credit 
history of a person or an enterprise.”  

 
 


