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The punitive nature and institutional response of liquidated damages

for non-competition:Based on the analysis of 607 judgments
HUANG Guan, ZOU Aihua
(School of Law, Hubei University, Wuhan 430062, China)

Abstract: The academics and the Supreme People’s Court believe that the liquidated damages for non-
competition are compensatory liquidated damages. However, statistics show that most local people’s
courts consider that the liquidated damages for non-competition are significantly higher than the actual
loss, combined with continued performance, returning economic compensation and loss compensation,
leading to doubts about the legitimacy of the punitive positioning of non-competition liquidated damages
and inconsistent judgment rules. The punitive nature of liquidated damages for non-competition has
normative basis, conforms to the guarantee performance function of the non-competition system, and
helps balance the protection of multiple rights and interests. The current system should be positioned
accordingly, setting an upper limit for the amount of liquidated damages for non-competition, raising the
minimum standard of economic compensation for non-competition, and clarifying that employees should
continue to fulfill their obligations until the expiration of the non-competition period, return the economic
compensation for the violation of the non-competition period, and bear the liability for damages.
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