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Abstract

Litigation funding agreements are mechanisms through which third-party funders provide finan-
cial support to litigants, assisting them in covering litigation costs. This market has developed rela-
tively maturely in countries such as Australia, the United Kingdom, and the United States. However,
litigation funding in China remains in its nascent stage, facing challenges including a lack of legal
frameworks, ambiguity in the contractual nature of funding agreements, and issues concerning
public order and moral standards. In contrast, foreign practices, especially in commercial litigation,
have demonstrated that litigation funding can serve as an effective tool for judicial relief, particularly
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for small and medium-sized enterprises. This article argues that China should establish the legality
of litigation funding through legislative action, and explore developmental paths for this mecha-
nism by implementing a licensing system, disclosure requirements, and self-regulation within the
industry. While regulating litigation funding, it is essential to balance the interests of funders, fi-
nanced parties (litigants), and legal representatives, thereby ensuring judicial fairness and effec-
tively safeguarding the rights of litigants.
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