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I.

I1.

QVERVIEW

"A.  What Is ADR?

~Frapklin Pierce 1,,C,

- Notes Re Alternative Dispute Resolution
_ _And IP Licensing

David W. Plant
. Flsh & Neave. R
1251 Avenue of the Amerlcas
New York, New York 10020
. July 1998

B. What Are Its Forms?

C. Where Is ADR Appllcable°' h

. Dy -What Are Its Advantages And Dlsadvantages°

E.  “What Should Partles To An IP Contract Con51der And
©  Provide For?

F. Whither ADR?

WHAT IS5 ADR?

Alternative Dispute Resolution embraces all forms of
dispute resolution other than conventional litigation.

07/06/98 1:29 pm
99999.099 - -(NY] 298789.1




TIIT..

DR ?

ADR encompasses an infinite number of forms. It

WHAT ARE .
A,
B.
1.
2.
3,
4.
2
c.

is helpful to con51der three generlc categories.

Anﬂudlcatlve rorms.

A conventlonal adjudlcatlve form is binding

arbltratlon

Non- blndlng arbitration may also be an
adjudicative process. o

Ancother form is the use of a Court-appointed
Special Master.

In some jurisdictions, "Rent-a-Judge"
procedures”are available.

A 3d party renders or imposes on the

"..contestants ' a decision -- based on (a) issues

formally defined, (b) sophisticated:
positions; and (c¢) evidence and legal
authorities. S :

Non-adjudicative Forms.

1.

2.

Negotiation.

‘Mediation.

Mini-trial.

Early Neutral Evaluation.
Summary Jury Trial.

Each of these is directed to enabling the
parties themselves to solve their problems.
Not limited by formal pleadings, carefully
adduced evidence or legal authorities.

07/96/98 12:45 pm
2 . 99999.099 -~ [NY)] 298789.1
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Hybrid Forms.

1.

-1,

Hybrid forms. stretch the spectrum of forms to

'tlnflnlty.

Negotiation, fdllowedtbywmediation, followed

by arbitration is becoming popular.

. Mediation followed by last offer arbitration
is effective.

Early neutral evaluation coupled with

mediation has worked.

”:Exipatte}’neh-binding arbitration has
succeeded where the parties do not want to
*:‘exchaﬁge,seﬁéitiVe*informetion.

Creat1v1ty is the key Mést fit the forum to

: the fuss

_iMore thorough discussions and elaboratlons
iregardlng the forms of ADR appear in, 1nter alia -

Plant,_"Overv1ew of ADR -Procedures", AIPLA
Alternative Dispute Resolution Guide, 1995
p. 3. (A copy of this chapter appears at
Appendix A to these notes )

- Arnold, "A Better Mousetrap: ADR", Les

Nouvelles, Vol. XXX, No. 1, March 1995, p.
31.

Arnold, P ni 1 r. iv i d ’
Clark, Boardman, Callaghan 1991,

57/066/98 12:45 pm
3 99999,09% - iNY] 298789.1




Iv.

WHERE IS _ADR_APPLI 2

AL

‘ADR is applicable to almost any intellectual

property dispute -- even where injunctive relief
seems necessary

'~ﬂ'ADR may ‘not ‘be appllcable where --°

“a. - A counterfelter must be nipped in the
bud. :

b:'feA‘tfede seéret“ﬁﬁ$ﬁ be preserved.
c. Legal precedent is needed.
Sd E_QI;Qﬂﬁ are out. of control -- ADR may

"~ be applicable but extraordinarily’
_dlfflcult to apply.

Spec1f1c examples will be dlscussed These will

1nclude

'1.'.5B1nd1ng arbitration
12;r“'Non—b1nd1ng arbltratlon
3 :Mlnl trlal

4. Mediation

07/36/98 12:45 pm
4 $9995.09% - [NY] 298789.1
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V.

WHAT ARE ADR's ADVANT DISADVANTAGES?

A,

Advantages.

1.

The parties create and control the solution
to their problem. ::In:any ADR proceeding
other than a binding adjudicative procedure,
the solution is not imposed by a third person
who is bound by narrow pleadings. But even
in binding arbitration, parties’ agreement re
process controls the process.

. 2. . The parties preserve old, or create new,

business relationships, or both.
3. Often time and money aré saved.

4. cultural differences may be better

accommodated, or reconciled.

Disadvantages.

l.-i If'poorly.éonstructed or managed, ADR may be
counterproductive. ' ' '

C2.  jBadly,planned‘and managed ADR may inflate
expenditure of time and money and may yield
unsatisfactory substantive results.

3. May be undermined by party not acting in good

-faith. But even then, other party (or both
-parties) ‘may acquire better understanding of

issues, risks, rewards.

07/06/98 12:45 pm
5 . 99999.089 - INY;} 298789.1




VI. WHAT SHOULD PARTIES TO AN IP CONTRACT .-
CONSIDER_AND PROVIDE FOR?

Some\Kej Issues
1st Arbltratlon =

-2d;Med1atlon

A. Arbitration.
1. . Arbitrability ‘and Enforceability
a. U.s.

(i) Vlrtually all Ip 1ssues are
‘ arbltrable '

'(2) Query 1ncreased damages

Plant "Intellectual Property
Arbitrating Dlsputes in the United
States", ‘Dis R lu rnal
of the American Arbitratlon

: Association,  July-September 1995,
p. 8 (A copy of this paper appears
-as Appendix B to these notes.)

EE ]
-

.b. Elsewhere.-:

_(1)— Important to understand local laws,
-local public policy and the New
York Convention.*

* Art. V.2. of the 1958 Convention On The Recognition And
Enforcement Of Foreign Arbitral Awards (the "New York
Conventlon") provides:

"Recognition and enforcement of an arbitral award may
also be refused if the competent authority in the
country where recognition and enforcement is sought
finds that:

"{a) the subject matter of the difference is not
capable of settlement by arbitration under
(continued...)

67/06/98 12:45 pm
6 99999.099 - [NY] 298789.1
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(2} . Important to distinguish between
{a) government granted or
registered rights and (b) private
rlghts.

'(3)“ anﬁldg an arbitration clause that
... -.focuses on =--

(a) = Private rights
({b).- -International Commerce

. {c} < Arbitrator may consider [IP
issue] but is not empowered to
- declare whether IP valid or
not valid, enforceable or not
-enforceable, etc.

- {d) + Neilther the award nor any
statement by the arbitrator
- shall be regarded as a
declaration of validity or
invalidity, etc.

- {e) Award may determine what acts
one party may or may not
undertake vis-a-vis any other
party, but not re a non-party.

(4) See discussion in Plant, "Drafting

- for Confidentiality, Arbitrability

and Enforceability in Intellectual
~Property Agreements," ALI-ABA
Course Materials Journal, June

1997, p. 51 (A copy of this article

- appears at Appendix C.)

_Lf(.,.contlnued) S :
T _the law of that country, or

o "{b) the recognltlon or enforcement of the award
- .would be contrary to the publlc pollcy of
that country."

07/06/98 12:45 pm
T 99999.099 - (NY] 298789.1




2. Arbltratlon provisions to consider.*
 ,5;“ Admlnlstered v. ad hoc arbitration.
b. IIssuesrtQ be resolved.
(1) IP issues.
{2) Related issues.
¢c. . Arbitrator(s).
(1)._Number.
:(é)aiQualifications.
(3) Selection process.
(4):'Party—appointed.
..“ .(a) interview process
.(b) neutrality
d. + Schedule; commitment
e. . Venue. |
o tl) _Neutrality.
H' :Xé};'transnational disputes
(b) -cultural-differences

¥(25' Avallablllty of witnesses and
. documents.

* These and other provisions are discussed in various
places in the literature, e.g., Plant, "Arbitration And
Intellectual Property Disputes", Euromoney.Publications PLC,
Managing Intellectual Property, June 1996 (a copy of this
paper appears at Appendix D); Arnold, "“A Better Mousetrap
ADR", supra; Plant, "Arbitration And Arbitration Clauses,
Intellectual Property Counselling And Litigation, Vol. 2,

- Ch. 20, Matthew Bender, 1994; CPR, Arbitration, 1994; CPR,

' Model ADR Pr res, "Alternatlve Dlspute Resolution In

Technology Disputes," 1993,

07/06/98 12:45 pm
8 99999.099 - [NY)] 298789.1
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f. Discovery.

“gs  Confidentiality.

(1) During proceeding.
(a) Rules
{b) Parties’ agreement

(é)_ Award enforced as Protective
" Order

(2)‘QPost-pf6ceeding._

(a)  Enforcement of arbitration
~award

(b) 5 294(d) & (e)
h. Remedies..
(1) Monetary.
| - (a) Compensatory.
“{b) " Punitive.
(c) Currency
(2) ‘other.
| .(a)' Injunction.
"' {b) specific performance.
(¢) “Provisional.

" (i) Emergency relief an issue
& in IP matters.

(ii) Most arbitral
o  administrative
- organizations cannot

_.constitute a panel on the

required short notice

07/06/98 12:45 pm
9 99999.699 - INY] 298789.1




{iii) U.S.: ancillary aid of
Court

(iv) WIPO: contemplating "24
hour" service

" Applicable rules.
‘;G6Vérnihg law.
(1) Arbitral.
;(2). Substantive.
. Languagef.
‘Form of award.
(1) Win/lose.

(2) Reasoned.

‘{a) Collateral estoppel and res
judicata '

- (b) . § 294(c) re modification
{c} Motions to vacate or rmodify
(d) Road map.
Rggqurse._
_(1)__Enforceability.
j2) . Challenge.

(3} Modification,

. arbitration law.

. U.S. Arbitration Act, 9 U.S.C. §§ 1 et

. seq.

. - Uniform Arbitration Act enacted in a

large majority of states.

07/06/98 12:45 pm
10 99999,099 - [NY) 298789.1
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c. State statutes re international
o arbitration.

d. 35 U.5.C. § 294.%
(1) §.294(a).
_(2) S 294 (b).
: _ks):‘§ 294 (c) .
‘_f4)‘ § 294(d) and {e).
e 35U S.C. § 135(d).**
4. .Various rules, ***
a. ‘AAA._
h ‘(i) “Eatent.
(2), Commercial.
.i3) :Large,_complex.
_f4i.International.
b em.
(1) Rules For Non‘Administeréd
: Arbitration Of Patent And Trade
Secret Disputes.
.(25 _Model Agreement For Ex Parte
“Adjudication of Trade Secret
Misappropriation And/Or Patent

Disputes.

(3) Non-Administered Arbitraticn Rules
‘ Anq Commentary.

* . 351U.S.C. § 294 is reproduced in Appendix E.
** 35 U.s.C. § 135(d} is reproduced in Appendix F.

ko Spec1mens of some . rules w1ll be available at the
‘lecture. D _ _

57/06/98 12:45 pm
11 59999.099 - INY) 298789.1




 (4J. MbdeigProce&ure For Mediation Of a o
‘ Business Dispute. (

{5} Model Minitrial Procedure.

WIPG.

fl)L:Mediation Rules.

(2) ‘Arbitration Rules.

(3)':ExpEditéd Arbitration Rules.

'(4)“ 24shour ruleS.under consideration.

Icc. |

(1} Rules_of‘Conciliation.

(2) ﬁﬁles of Arbitration.
"Réﬁised'effective January 1, 1998

(3) Pre-Arbitral Referral Procedure.

!I./"\\'!

Not adééuate for emergency relief
LCIA o |
:(1}R_Arbitration Uhder LCIA Rules.
V'Unde} revision
' (é)f Arbitration Under UNCITRAL Rules.

(3) Conciliation under UNCITRAL Rules.

. UNCITRAL. _

(1) Model law adopted in various
‘countries. N

(2) Non-administered arbitration.
U.S. -Courts.

(4) Each U.S. District Court has ADR
rules or practices.

07/06/98 12:45 pm S
12 93999.055% - |NY] 298789.1
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FEIN

B.

1.

Mediation

U.S.

a.

Cc.

{5) Vary from court to court, e.d.
~{a). SDNY: rules re mediation.

“(b)° EDNY: rules re arbitration,
mediation, early neutral
evaluatlon

(c) DNH: ADR considered at
. preliminary pretrlal
conference; various ADR
_..procedures available. Not
- formalized in local rules.

(d) See tabulation in AIPLA ADR
‘Guide, 1995.

v. elsewhere.

Mediation.

Conciliation. .

Mini-trial.

. . Getting to the table,.

Preparation.

tnitial géssidns;iéf
-(}) -JOint1session.
'(2xf:§fi§é£é'caﬁcus
‘ xSubsequent se551ons.;

”jTh""End Game"w.

Post—medlatlon.;_;

‘A more detalled outllne appears at Appendix. G

to these notes.

. 07/05/98 12:45 pm
13 99999.098 - [NY] 298789.1




. VII. WHITHER ADR?
In" the United States, the impetus to apply ADR

A

e
2.
-3,

: 4 -

1,

2.

3.

stems fromﬁmany quarters -

 ¢lien;§,

‘Wniegisiation.

.-Profe551onal responsibility.

7. Elsewhere in the world, the impetus varies --

“*Arbltratlon in 1nternatlonal commercmal

disputes.
Conciliation in Asia..

Mediation in‘Euere,

Disputants will increasingly enjoy the benefits of
ADR if it is understood, constructed and utlllzed
intelligently. :

ADR will w1ther if not understood - constructed or
utilized intelligently. '

Many matters must be litigated.

1.

A8
.

But statistics show more than 90%, maybe more
than 95%, of IP lawsuits . are settled before
trial. - A '

With ‘this fact, together with the high cost
of litigation in terms of $, emotion, time
and other resources, it makes eminent sense
to consider ADR earlier rather than later,
and to encourage the parties to put their
dispute behind them and get on with their
customary bu51nesses

As counsel’we must be informed AND we must be
ready and able to recommend and to utilize

“ADR.

07/06/98 12:45 pm
14 ' 99999.0699 - (NY] 298789.1
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OVERVIEW OF ADR PROCEDURES

L. INTRODUCTION

R Alternative Dispute Resolution (ADR) technigues generally fall into two
: eategones (1) adjudicative and (2). non-adjudxcauve. These are not crisp categories, because
-~ often the process of finding a solution to a problem will embrace both categories — typically,
 when the process flows from a non-adjudlcanve state to an adjudicative state or vice versa —
'g*”resulnng in a hybrid process. L .

This short overview touches on some issues that deserve attention in respect of
a few specific ADR techniques. . _ . -

Il ADJUDICATIVE PROCESSES
A.  Arbitration

L - Among adjudicative ADR’ techmqpes. arbitration usually rises to the top of the

o clist, For many years, arbitration has been utilized in the United States to resolve. licensing
- disputes concerning intellectual property rights. Of course, since 1983, binding arbitration of

all issues relating to United States patents, under appropriate circumstances, has been sanctioned

under 35 U.S. C § 294. Arbitration of other intellectual property issues, mcludmg validity and

enforceability, sesms to be generally sancnoned by the ;udxcmy. absent specxﬁc contractual or
leg:slauve resmcuons to the contmry _

= h Arbitration may be binding or non-bmdmg (Non-bmdmg arbxtrauon, wlule
. ad_;udxmuve insofar as the specific arbitration proceeding is concerned, may be part of a larger

. hon-adjudicative process.) Arbitration may be the result of an agreement between the parties,

~or of an initiative by a court. Arbitration may be administered by an institution and subject to

‘the institution’s rules®, or it may be administered by the parties subject to. rules the parties

create, of it may reflect elements of both. Even in administered arbxtranons, it is not unusual
for the parties and the arbitrator to agree to depart from the adm:mstrauve institution’s
s '_‘pubhshed rules. _ _ .

An arbitrator’s decision is embodied in an award. If a party is concerned about
collateral estoppel effects of an award or other adverse commercial effects (e.g., ‘providing a
road map as to how not to infringe), a reasoned award may not be desired. Aiso, 'conventional
wisdom suggests that a reasoned award may be imore suscepnble to modification or vacation by
\-‘acourtthanabare wm-lose award. ‘ -

S Because arbitration is usually the product of an agreement betwecn the eg‘.l;ﬁu, '
the pames can set the course of the proceedings, specify issues, fix time limits and d
scope of the arbitrator’s authority. A full understanding by counsel and client, and the

- arbitrator, of these dimensions and their xmphcanons is necessary to the efﬁcxent expedmous

and equnable use of arbitration.

o o 'me right to appeal an arbitration award is limited b edy legxslanon and by Judlc:al
opinion’. That right may be modified by the parties, e.g., enlarged so that the Court performs

‘ afnlxore typical role Jin ascertaining whethcr findings of fact are clwly erToneous or conclums

-:"--o awa:ecorract - . . . .

APPENDIX A




Many of us on many occasions have urged that a fundamental requisite of
arbitration is a seasoned arbitrator, available when needed, willing and able 1o move the
proceedings forward, and dedicated to efficiency and faimess, Arbitration has sometimes
‘received bad press, occasionally Lecause an arbitrator appeared to split the baby (perhaps an

" exagperated impression in many cases). But a more severe ¢:awback may be an arbitrator's

i permitting the proceeding to expand and to absorb as much time, energy and money as the

““complex litigation it was expected to supplant (a matter of substantial concern and severe
consequence). Fortunately, this result is not at all inevitable or even likely if the arbitrator is

| selected with care.

The disclosure requirements of 35 U.S.C. § 294(d) and () have sometimes been
invoked as discouraging the use of arbitration to resolve patent disputes. This does not seem
entirely sound in light of the need to file in court an arbitration award whenever the award is

challenged or judgment is sought on the award.
Arbitration has worked, and efficiently and effectively so, in intellectual p:

" disputes. It has been utilized in lieu of litigation and in lieu of Patent Office adjudication. It
“ - can continue to work, especially if counsel and clients recognize that arbitration can be tailored
- “to fit their specific needs. ' . SR

B " Other Technigues

. A neutral fact finder or a neutral legal expert may be engaéed to rule on a
 specific issue. As with an arbitrator, the terms and conditions on which the neutral’s work is
“ undertaken are negotiated by the parties and the neutral. =~ RS

. Also, aprivate trial ("rent-a-judge") may be agreed upon. Here, 2 “judge” (often
- a former jurist) presides and judgment is ultimately entered in a court. Where sanctioned by
- local legislation, the private judgment may be subject to appeal in the local court system.

R " Another technique is a proceeding before a special master appointed by a court
pursuant to Rule 53, F.R.Civ.P. Substantial intellectual property disputes have been presided
- over by special masters. _ :

- I~ NON-ADJUDICATIVE PROCESSES

EERRNNE - Non-adjudicative processes typicaily focus on aiding the parties themseives to find
a solution to a preolem. Flexibility, participation and control by the parties themselves are
hallmarks of such processes. Importantly, the opportunity to preserve or to create business

- -relationships is presented by non-adjudicative processes.. ' .

Ll e . Among the non-adjudicative processes employed in intellectual property disputes
-+ are mediation, mini-trial, early neutral evaluation, summary jury trial, and many variants on
these themes. Each of these is a form of facilitated negotiation in which the parties participate
_ direcdy, (Of course negotiation itself is a non-adjudicative dispute resolution process.
. “Negouation per se is not explored in depth in this Guide.) _ '

Bl ‘Each of the four processes we discuss here has been used so often that counsel
and clients need not reinvent the wheel. Many forms of model rules and actual agreements
have been drafted and disseminated,
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A, Mediation
_In .mediation, a neutral mediator facilitates communication, negotiation and

- * resolution by the parties. The mediator attempts to help the parties understand their own and
- their adversary’s real needs and real interests, articulate those needs and interests, and create

a mutually beneficial formula for meeting the needs and inte_rest_s._ o
" The mediator may express a view on the merits if requested by the parties.

" However, many practitioners are concerned that in 50 doiﬂF the mediator may appear to have
" compromised the mediator's ability to facilitate problem solving in an even-handed manner.

Also, the mediator may caucus pﬁvatcly with each party and shuttle between the
{)a.mes In_so doing, it is imperative that the mediator preserve in confidence any information

- “learned from a parfy which the party does not want disclosed. Because some practitioners view
g:i‘;ate?-‘mcusu as creating concern in the absent party as to whether the m

»

r is somehow
ing tainted by the adverse party’s private remarks, some mediators attempt to conduct the
entire mediation without private caucuses, i.e. with all substantive communications between the

- mediator and a party occurring in the presence of all parties.

CItis ii'c':ritimlly important that amﬁresentaﬁize of each party with authority to settle

~ “ (i.e. an individual party or an officer of a corporation) be present throughout the mediation.
* This includes, importantly, interested but unnamed parties, such as an insurance carrier or a

licensee. Mediation will hardly ever be successful if this condition _is__ not satisfied.
" 'Finally, the background, training and experience of a mediator is important.

 Mediators are not bom. Litigators and judges may be skilled at litigating and judging, but
- not always at mediating. Training is a virtual necessity to enable a mediator to perform
‘competently. The mediation process is so different and so fluid in comparison with an

adjudicative process, the mediator must have training so as to be fully prepared to assist the

Mediation has worked effectively in resolving intellectual property disputes. It

- has worked in large, complex cases and in smaller cases. It has worked early in the life of a

dispute as well as later in full-blown Iiﬁgsation. It appears to be burgeoning as a well accepted
aiternative to full-time, all-out litigation. N L . '

B ) I~ N T Y

. B. . Minitrigi

" Minitrials are well-known in the intellectual property field. Indeed, the very first

" minitrial in the United States is widely regarded has having occurred in 1978 in a patent

infringement dispute between TRW and Telecredit, _ T
L A minitrial is a kind of facilitated negotiation in which a panel, comprising pasty

representatives authorized to settle and (usuvally) a neutral, hears arguments by each party’s

counsel and immediately confers in an attempt to settle the matter.  The settiement discussions
are facilitated by the neutral who acts very much like a mediator. The presence of a neutral

_is usually a plus, if not a sine gua non.” The presence of authorized representatives of all
“interested parties is essential. . . o R




C.  Early Newtral Evaluation
Early neutral evaluation is usually a court—annexed procedure. Invented in the

'_ . Nonhem ‘sttnct of Caht'omxa, tlus procedure has eruoyed commerclal success in va=r~ve other

Typically, after the plmdmgs are closed a respeczed neutml hears argument by
_counsel, attempts to assist the parties in negotiating a settlement, renders an opinion on the

. merits, and in the absence of settlement, assists in working out'a pretrial schedule. Like

" mediation and minitrials, it is imperative that a representative from each interested party with
aut.honty to settle attend early neutral evaluauon sessmns ‘

I Early neutral evaluation has been successful both in sett.hng intellectual property

__dJSputes and in assxstmg parues and courts. in developmg ‘and xrnplementmg dxseovery

_schedules _ _ | _ .

. 'D. . Summary Jury Trial | ) |
Summary jury trials also have been useful in ass:stmg parties to intellectual

property actions resolve their differences. Judge Thomas Lambros in the Northern District of

- ‘Ohio is credited with ongmaung thxs pmcess It has been used bundreds of txmes in that district
: _-jj_and elsewhere

The same cast of characters as in a rmmtnal cxpates -- plus 2 Judge and an
empane!ed jury. Counsel argue to the jury, and the jury d berates and renders a verdict, all
~in a short time (e.g. a Immediately upon h&nng the jury's verdxct the pams confa'
- with the. ob;ecuve of reeoi‘vmg the dispu:e ' o

R Summary Jury tnals often occur on the eve of a- long jury trial m a large
v -complex case.

IV. END NOTES
A "Hybn‘d' Processes

‘Many combinations of the foregoing processes, and variants of the. processes,
~ have been utilized in resolving intellectuai property disputes. Parties have provided for
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
_ g having mediated to close to a solunon, have agreed to put the remasnmg lssuee to an
mator '

The literature is rich, as is the expenence of some nu:utmners. with creative
techmques for encouragmg and enabhng parnes to solve thetr prob ems

B Geamg To The Table | o

"7 Persuading parties to talk has been a recumng issue. A pre-dxspute ADR clause
: -has posed little pmblem A post-dispute suggestion of ADR may once have posed a far more
serious problem. But that day is almost over.

No longer does a proposal of ADR by one party to another signal weakness or

lack of eonﬁdenee ADR is too well-known. Hundreds of corporations have signed the CPR

4




corporate pledge. Hundreds of law firms have signed the CPR law firm pledge. Professional
associations encourage, if not compel, counszl to be familiar with and to consider ADR, E

United States District Court provides for some form of ADR in its rules or its procedures’, It
is simply a matter of fundamental professional responsibility for counsel to consider * ™%
without fear of waiving the white flag and without inferring an adversary who proposes ADR

- -.is waiving that flag.

L - So with the psychological barriers receding, what does counsel or a tpany do
“absenit: a court order? Counsel can call counsel, simply as a matter of professionat
- responsibility, to explore the prospects of ADR., Management can call management, because

both know the cost of litigation, or because both know the court will encourage, if not order,
. ADR. "These communications can occur at any time - e.g. during early negotiations, when a
. complaint is filed, on the eve of arguing a motion, on the sve of trial, during trial or after trial.

Of course, if it is a bet-your-business case, emotions are running high, a

. precedent is needed, a licensing program is to be protected, truly irreparable harm is about to

occur, or strategic litigation is otherwise an imperative, the parties may never get to the table,
Some issues must be litigated. ADR will not solve every problem between all parties.

C.  Finding A Neutral

' " The importance of engaging a competent neutral shines through the fabric of each
ADR process, H_ow to find such a neutral is thus a_criticgl question; :

- At the outset the parties must understand the issues on which they disagree and
must become informed as to the pros and cons of various procedures (including litigation) for
resolving those issues. If an adjudicative process other than litigation is settled on, one kind
of neutral should be considered. If a non-adjudicative process is chosen, another kind of neutral
should be considered. The adjudicator is the decisionmaker. In contrast, a mediator is a
facilitator of decisions made by the parties, not by the mediator.

_ . Training and experience are important in ail cases. Although it may be (and has
been) possible for a litigating attorney or a retired judge to serve effectively as an arbitrator
without training, it is imperative that a mediator or other facilitator have been trained.

Various organizations, ¢.g. AAA, CPR and WIPO, maintain rosters of potential
- neutrals. The organizations cited keep themselves informed as to the background and
experience of each person on their rosters. It is usually salutary for a party and its counsel to
communicate with more than one such organization as to the people that organization would
suggest as qualified. It is always important for client and counsel to investigate thoroughly the
training and experience of a potential candidate. o .

o  Also, it is imperative that cach potential neutral commit himself or herself to
discharging the duties ‘and responsibilities of the engagement in timely fashion.

D. Whither ADR And Intellectual Property? -

Since the 1978 TRW - Telecredit minitrial in our field, ADR has been tentativel
explored here and skeptically utilized there, until perhaps the last half dozen years during wi
many forms of ADR have been enthusiastically explored and confidently utilized. The signs
of the times suggest even wider and more creative applications of ADR. We should all be fully

prepaxed_. _
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~ In the absence of contract language to the contrary, all intellectual
roperty issues appear to be the proper subject of binding arbitration in

the United States,

This article will discuss such subjects as patents, copyrights, trade-
marks and federal antitrust and securities laws pertaining to these

issues,

‘Patent Arhitration

Until 1983, U.S. courts generally ..

" refused to order binding arbitration of
iggues as to patent validity and enforce-

ceedings and should be decided by a

court of law, given the great public inler-

ast in challenging iovalid patenis.”!

Huwever, with the enactment of 35 17.5.C.°

g 294 (effective February 27, 1983), the

arbitrability of patent disputes under US.

- law is no longer in guestion on this
v -ground. Voluntary, binding arbitration of
“patent validity, enforeeability. and

infringement is expressiy provided forin

© Saction 294,

Similarly, with the addition of
Subsection (d) to 35 US.C. § 133 in 1984,
parties to a patent interference may also
~determing such contest or any aspect
thereof by [binding] arbitzration.” Section
135(d) reserves to the Commlissioner of

Patents and Trademarks the right to

determine patentability.

Section 294(b} provides mter alia that
all patent defenses under 35 U.SC, § 282
#ghall be considered by the arbitrator if

raiscd by any party to.the proceéding. 2 -

Express inclusion of these defenses in

Section 294 has foreclosed any sericus.
guestion as to the scope of patent issuves |

property sub{ec_t to binding arbitration. fn

short, virlua

under a U5, patent may be the subject Gf

binding arbitration under Section 294,
These defenses include issues as to

-title, as well as validity and enforceabili--

ty, including unenforceability issues
based on patent misuse or other antitrust

grounds. As for title, in Scan-Graphics, ne, -

v. Photornitriz Carporation,? the district
court noted; without reservation or other

comment, that it was “likely that the .

California arbitrators, while addressing,

the wvalidity and scope ot the 1987 -
. Agreement, will alsa address whether
- _there has been a transfer of rights to one
-+ .oy more claims of the patent by virtue of

“tha agreement.”

Interestingly, Section 294 was

invoked in Warner & Swascy Co. v,
Salvagnini Transferica An exclusive
licensing agreement provided that any

- tention that patent infringment ¢laims - |
o lagu 1 : ~rmay be heard ondy by LS. district courts.*
- ability. Such patent law issues were said

“'tp be “inappropriate for arbitration pro-

Japatent license agreement o include -7
- issues ap to the scope of the claims of the . = 7
"Heensed patent as well as infringement

ly every defense to-a claim

action for hreach of contract would be

brought in Italy, The District Court ¢ited ... . R
Section 294 in rejecting plaintiff's fon- By David Plant -

he awiftor js the chaimman of
e ADR-Committee oithe
American intelleciual Proparty

The Court of Appeals for the Federal

‘Circuit appeatrs to favor arbitration, in raw Assaciation and & partner

. al thie New York firm of Fish &
- Negve. This article is an up-
datad and revigag version of a

general. In I'n re Medical Engineerin
Corporation the court of appeals uphely

-a district court order staying a patent. oo 0o o vresented st the
‘Infringement action in faver of erbilva-" wormwide Forum en the
lon. Eatlier in Rhone-Poulenc Specialties  Arbitration of Inteflestua)
Chimigues v. SCM Corp,,7 the court of FProperty Disputes, held in

appenls construed an arbitration clause in |~ 9773

isguesd In Rhone-Poulence, the Court of
Appeals invaked Mitsubishi Motors v,
Soler Chryster-Plymaouth? to the effect that
the “ intentions [of the parties] are gener-
ously constrtted as to issues of arbitrabili-
ty_' Jf]u .

However, the Court of Appeals for

-the Federal Circuit has refused to permit

arbitration to supersede the jurisdiction
of the U.5. International Trade Com-
mission {ITC) vver indellectual property
issues arising in a 19 U.S.C, § 1337(a) pro-

ceeding. ! The ITC complaint was based

on alleged misappropriation of trade
secrets, tradermark mfringement and false
representations as to source; An IFC
Administrative Law Judge had terminat-
ed the proceeding on the ground of (1) an,

“arbitration clause,’? (2) a previous ITC

decision terminaiing a proceeding in light

- of an arbitration agreement, and (3) a fed-
eral district court decision that Farrel.

agal histary is replete with iflustrationg of how the evelution .
of the modern-day systern of arbitration of commaercial and . .|
~Iabor disputes was met with rasistance by the court system. -
ftraticn in its spplicetion to imseflectual property iBsuss also fol-
" loweda long and difficult road te acceptance by the courts, says the
authar. That kas, for the mosi part, changad, Now, he says, “all-... |
inteflectusl proporty issues appear to ba the proper subject of bind- "]
ing arbitration.” This is not to assart that there are no substantive . .
intallactual propsrty policy issues remaining to be addrassed, of
course. Matlers of arbitrability remain open ta interpretatian by the
courts, though carefu! tailoring of the termis of arbitration can'do’ .
rriuch 10 oisrity any controversy and move disputes swiftly to resolt
Hfor. i T

T ————
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*must pursize its ¢laims before an [TC arbi-
. tration panel.’? The Commission agrecd

-with the AL] and cited Mifsubishi Motorat3
in support of #s view that

S ’a party to an international transac-

tion will be requirad ko honor its agree-

ment to arbitrate disputes invelving ..

statutory ¢laims under 115, law when
the arbitration agreement reaches the
statutofy issues and when there are no

legal constraints external to the agree-

“ment which foreclose arbitration of
such tlaims,’ 15

. The Court of Appeals for the Pederal

. Cu-c:mt found such.a “legal consteaint | |

- which foreclosels] arbitration” and
reversed on the grounds that (1) the

 dirgetions of 19 US.C. § 1337(b)(1) and
() are mandatory (fe., the Commission

“shall investigate” and “shall determine”
whether or not thers is a vielation) and

{2) the narrow exceptions of Section -

337(x) to the statutory mandate do not

embrace a private agrﬂement to arbl-

i'rate by

soning was confined to judicial proceed-

ings, did not oxtend to administrative:
proceedings, and thus was consistent

with the rourt of appeals’ tuling. The

“court invoked Mifsubich's atatement that

tot “all controversies implicating statuto-

" ry rights are sultable for arbitration .
C[I3t s the congressienal intention:
_expressed in some othor stalate on which

the courts must rely to identify any cate-

“gory of claims as o which agreements to

arbitrate will be held unenforceable.”17
The court also rited Gifmer v,
Interstateffolnsan Line Corp., 't where an

' _ arbitration agreement operated az a waiv-

er.of access enly to -z judicial forum and.
net an administrative forum.

Thus, it appears that, nmwuhqmud- ‘
ing an otherwise binding and enforceable
Aagreement to arblivate, a party to such
| agreoment may attempt to persvade the

- ITC o investigate and determine whether
1:-or not there is a violation of Section
1--357), and if successful, may abort arbi-
© tration.

The Farrel decision is directed to the

impact of a prior agreement to arbitrate -
after an ITC investigation has com.

menced. Query whether a party who

| - wishes that the otherwise agreed to arbi-

tration go forward may successfully

.enjoin the potential 1TC complainant
from roquesting that the ITC initiate an
- investigation. ! Also, the court of appeals -

acknow!edgod the possibility that the

“ing by it . .
‘the public ..

" The court nctecl that Mitsubishii's Tea--

Cammission can consider remedies
ordered by an arbitral tribunal @

A simildr situation may obtain with
the United States Federal Trade

~ Commission (FTC), the domestic analog

to the ITC, The FTC is empowered angd
directed by 15 US.C. § 45(a)2) to prevent
the use of “unfair methods of competition
in or affecting commerce and unlalr or
deceptive acts or practices in or affecting

~eommerce,” 15 U.5.C, § 45(b} requires an

investigation by the FTC where “the

Commission shall have reason to believe™
“there is a viclation or wheore it “shall

appear to the Commission that a proceed-
. would be to the interest of

2 In the event the FTC does
initiate an mveahgahmu, 15 LILS.CL & 45()
provides that (1) the FTC shall issuv and
serve a complaint, and {2) the person
charged shall have the right to appear and

‘show cause why an order should not be

enlered agdinst the person. Thus, once an
FYC investigation commences, a party to

“an arbitration agreement may invoke

such an event in line with Farrel o abort
the arhitration. -

We are unaware of any case like
Fm‘i ¢l having arisen in the FTC context. If

“Farrel were urged in an FIC context, the
- differences between the scctions enabling

the FTC and the ITC might afford a per

“suasive argument that binding arbitration

‘may properly be used to prevent the use

‘of unfair methods of competition over

‘which the FTC would otherwise have

‘jurisdiction,

©- ~The net of the foregoing is that an -

arbitration clause may permit resolution

--of patent {or other intellecinal property)
~dssues by way of binding arbitration in
- liew of a proceeding before a ULS, count,
‘but not always in liew of a proceeding

- before a U5 administrative agency, espe-
cially the ITC and perhaps the FTC.

Turning now to patent interferences,

. there 15 doubt as (o the value of arbitration of

an nterferenne (os privided forin 38 US.C

- 8 135 ) because Y Patent amd Trademark

Office is not bound as ta any wsue of
patentability,® Nevertheless, arbitration of

. ierferenico issues has been undertaken on
more than one occasion - amnd has been

reported in-at least one case. In Uiier v,

Hiraga 22 the parties to an interference

entered into an arbitrabon agresment to
“raviid Lthe delay and expense assock-
ated with fewemal interference proceed-
ings in the {I"O] and In the Courts of
the United States. ... " %

“The arbitrator decided the issue of priori-
“ty byt doctined to decide matters of

it ey

e Ter
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atentability which he submitied to the .

" Y1.8 Patent & Trademark Qffice,

- Put the express language of Section

' 138(d) provides only that the Com-

missioner is not precluded from deter-

 mining patentability, It does not preclude

an atbitrator from making such a deter-

" mination subject to the Commissioner's
review. L ‘

Arbitration of patent issues may be

possible aven apart from Section 294. 1f
‘the arbitration arises out of a contract dis-

puie {¢.g., whether or not royalties are
due under a patent license agreement),

* validity may not be in issue and Section !
294 may play no role, especially if theo
- -contract Hmits the arbitrator’'s powers in .

“this regard.?* The Court of Appeals for.
_the Federal Circuit has endorsed a district’
C court’s characterization of the arbitrator’s

| powers; _
" "The court halds that the arbitrators

in this vase did not imperfectly execute -

 their powers by refusing to invalidate

. Weight's patents, The arbitrators’

Cpowers” in this case wers derived
fram the agreement of the parties and
the governing federal law. Those puw-
ers wore Himited primarily {0 constru-

ing the contracl between the parties to -
& pe . absent coniractual or stabu-

.. determine whether or not certain tech-
.- nalagy came within the scope of the
.., parties’ agreement. The arbitrators did

. not have any power to invalidate.
patents, since the parfies never agreed

to arbitrate the validity of Wright's

patents, not does federal law give arbi- -
tralors an independent power to inval- |

. idate patents,” "
© Further, if 2 patent iwsue s ameonable

- b resolution in 2 non-federal forum, such -
-as a state court, then it should also be

.. subject to resnlution by arbitrallion whelly
“apart from Section 204, Forexample, in 3
digpute as to whethet a state court was.
the proper forum to decide “rights”

between the parties to a patent and how.

“‘those rights relate to the parties’ financial
crights and obligations under a purchase
“agreement, the Court of Appeals for. the

-+ .. Federal Circuit affirmed a district court’s |

_decision to dismiss for lack of subject
comatker jurisdiction under 28 US.C. §

1338(a).% The court of appeals found that.

an evaluation of the validily or “true”

+value of the patent would be only an ele-

_ment of a defense to the contract action
- and held that

“the fact that patent issues are relevant.

under state contract law fr the resolu-

. tion of a coptract dispute "cannmot possi--
... /bly comvert a suit for breach of contract

“infringement may be sub-

into one “arising under” the patent
laws as required to render the jurisdic-
tion of the district court based on sec-
tion 1338 "2*

Howaovar, Additives Controls &

.. Measurements Sys. v. Flowdnafa, 28 held that,

in the context of a state Jaw business dis-

_paragement claim originally brought in
state court, the dispute belonged in feder-

al court hecause plairtiff’s right to relief

-necessarily depended on resolution of a

substantial guestion of patent law, viz.
the falsity of defendant’s accusations of
patent infringement, In Additive Controls,

“the Court of Appeals for the Federal

Circuit distinguished other opinions on
the'ground that in rthose cascs plaintiffi's
right to relief did not depend upon Teso-

“lution of a substantial question of patent
law. T

The net of the Federal Circuit opin-
ions dscussed above is that—in light of
the recent trend encouraging arbitration

in fields previously reserved for resolu-
tion in the courts, the lack of express pre-
isla-, .
tive history of 35 U5,C, § 294, and the ..
Supreme Court’s willingness to aliow

R
Virtually every defense to a
claim undera United States
patent may be the subject of
binding arbitration-under -

emptive language in the statute or 1
parties to choose the law
governing arbitration, and
tory limitations to the con-
trary—issues of patent
validity, enforceability and

ject €0 binding arbitratioa

outside the scope of 35 Section 294, 3 *

US.C. §2594,

' Gopyright lssues

Although Congress has authorized
arbitratton for patent disputes, it has not

done so for copyright disputes® Never- &
theless, copyright license apreements may
praperly provide for binding arbitration
-of disputes arising out of the agreement.

These agreements have been challenged

under 28 U.S.C. § 1338{a), which gives .
Afederal district courts “original jurisdic-

tion” of actons for copyright infringe. -

ment as well as for patent infringement. . -
In addition, as was the case in patent dis- -
pules before 1983, it has been argued that

public poticy prohibits the submission of ~ ~ 7

- cupyright claims to arbitration-—or at the
-least, precludes arbitrators from deter-
mining the validity ot copyrights. These

arpuments have generally not been suc-
cesstul,

" In Kamakazi Music Corp, v, Relbivins

Music Corp. M the Court uf Appeals
endorsed Lhe arbitrability of copyright

DISPUTE HE?C!_LUTIQN JOURMNAL 11
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The court of appeals
~ held that public
- policy does not -
-« prohibit the
‘submission of =
. infringement claims.
" to arbitrat

infringement claims where copyright
validity was not in issue. Kamakazi sued
for copyright infringement after a license

had expired, because Robbins continued

{0 print and sell the copyrighted works,
Robhins contended that Kamakazi's suit

was for breach of contract and the district

court lacked jurisdiction. In the alterna-

. ‘tive, Robbins sought arbitration pursnant
to the license agreement. The district

court ruled that the suit was for copyright

infringement and the court had jurisdic--
tion, and ordered the case to arbitration.
‘Thereafter, the arbitrator rendered an

award in favor of Kamakazi, basing his
remedies on the 1.5, Copyright Act, ie.,
statutory damages and attorney’s fees,

.. Robbins appealed to the U.S, Court of
: .Appeals for the Second Circuit, arguing
“that the arbitrator had exceedad his
o authority in applying the Copyright Act

in the arbitration proceeding.

. The Court of Appeals for the Second .
Circuit made it plain that the claim sent
"- to arbitration was for copyright infringe- .
ment. Tn “the circumstances of this case,.
the arbitrator had jurisdiction to make an

w award under the Copyright Act,” and

“the arbitration clause was broad enough
to encompass Copyright Act ¢laims
which required interpretation of the con-

- {ract.”3

The court of appeals held that public

‘policy does not prohibit the submission

o of copyright infringement claims to arbi-

e copyright claim concerns the monopoly

_gver, the court did not

tration. “The only 'public interest’ in a

lereated byl a valid cog’yright."ﬂ Ht:ﬂw—'
have to face that

" issue, because the validity of the copy-

" right was not at issue in the arbitration.

" (in facl, this jssue was decided by a is-

©triet court.) Without any such public poli- -

ty vonwernt Uhe court of appeals found ne
reason to prohibit the arbitration of copy

“right infringewent. Thus, Kemakezi left

n?an the question of whether the validity
of a copyright is arbitrable.
In Safurday Evening Post Co. v.

" Rumbleseat Préss, Ing.,™ the Court of

' Appeals for the Seventh Circuit held that

“an arbitrator may determine the validity

- of a copyright when the issue arises in a
" copyright liconse lawsuit, After the Jicens-

~ing agreament between the two parties

had expired, Post filed an action, chatg-

ing copyright infringement and seeking
“arbitration, Rumbieseat argued that
' Post's copvrights were invalid and

" opposed arbitration on the ground that

Congress’ decision to give federal courts
o exclusive jurisdiction pver copyright’

¥ actions in 28 1L.S.C. § 1338(a) implicitly

R F IRNIT TS -

- amount be £

——

precluded arbitration of disputes over thy

validity of a copyright,

The Court of Appeals for the Seventy, -

Circuit rejected this argument where
validity is at issue in a contract dispute,
noting that “a dispute over the terms of 3
copytight Heense is hot deemed to arise
under the Copyright Act” because it iy
“too remote from the federal grant (the
copyright). ™

The court stated that because the
arbitration of a dispute involving an eco-
nomic menopoly (re., antitrust) was not
vonsidered a threat to public policy by the
Supreme Court, the arbitration of a diy-
pute involving a considerably less dan-
gerous legal monopely (fe., copyright)
that could easily be crcumvented by the
creation of close substitutes presented
aven less of a threat to public policy.
Also, the public policy danger was fur-
ther lessened by the fact that the deci-
sions of arbitrators are hinding only on
the partics involved and have no value ag
a precedent. Finally, and of special inter-
est, the court noted that the danger of

monopely is “more acutely posed by

patents,” yet Congress had passed 35
LLS.C. § 294 expressly authorizing the

_arbitration of patent validity issues.

. More recently, in an action involving

Cmultiple claims of breach of contract and
" copyright infringement, the Court of

Appeals for the Fourth Circuit held that
the Federal Arbitration Act requires that
the non-arbitrable issue (according to the
arbitration agreement) of the royalty
ated from the arbitrable
issues (which included copyright
infringemeit, conspiracy to commit copy-
right infringement, fraud and RICO

‘claims), and that litigalion should be

stayed pending such arbilration.

Pablic policy is not likely to continue
as the primary concern in copyright
validity arbitration cascs. It is more likely
that future decisions vagarding the arbi-
trability of copyright vaiidity lssues will

. depend upon the manner in which the

cousis chopse to interpret the arbitration

clause,

Trademark lssues

In contrast Lo patent rights and copy-

" rights, rights in » trademark in the U.5

arise primarily under the common law as

* the resuli of appropriate use of the mark,

Such rights may be augmented by regis-
tratlon pursuant to the Federal
Trademark {(Lanham) Act of 1946, or by
registration pursiiant o ong or more state

" tradernark acts, or both.

s ra«,wm%é‘zﬁmﬁ‘-?"w
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Tt appears that trademark
;ssues are arbitrable, depend-
© ing upon how generously the
. eourts choose to interpret the
. arbitration agi¢oment and
. related statutes, Given the
- eourts’ current attitudes
toward arbitration, and
assuming a broad arbitration
" rlause i effect al the time of
. the dispute, trademark claims
. based on or issues arising out
-of a license agreement, rather
than - federal  trademark
statute, would likely be arbi-
trable—notwithstanding older
authority to the contrary. The
- same may be conctuded with
- respect to all issues arising in
~-a trademark dispute even
without ¢ pre-dispute arbitra-
tion provision.
One case in which arbitra- - :
;_3:’;: :;zit‘:i“";'gc?mﬁfﬂii fﬂ?;n ‘his case,  SUPjEC to an arbitration agreement. The  “Season’s Groetings’ looks
\;Vy.';tt Earp claimed trademark infringe—, court distinguished Wyatt Earp by noting ?K tfdme' Let's run it by the
*ment after the expiration of the license (% it contrast to Saucy Susan, the Wyatt 1602 SPATITENt.” .
" ‘agreement between the two partiehs. E‘"P' 1“:‘?‘5“}3 agreement containing the
Reflecting an inhospitable view toward arbitration 1“ lfmsg hz;dbexptf efi" iil;}d] thg
" arbitration, the district court interpreted act‘s cn:;npfam::h ur by 1;’ an&ti ,i‘_,'i‘
the arbitration clause to apply only 1o OCCurred a ter & expiration ate. The
court toek into consideration decisions of

“ecomtract disputes arising direatly out of .
: AT | : T oo, the 1S Court of Appeals for the Second
he lice recment -
- the Jicensing agrecment priar fo its expi Circuit favoring a more liberal construc-

- ration: . .
Whether ¢ defendant has tion of arbitration agreements, and on o
e Al i d’;“.“f‘;fm" - this basis, was not persuaded by the dis- (
- peted unfairly with the plaintiff pre- tinction between tort and contract law o

sents an 1ssue far transcending one  expounded in Wyat! Earp. Significantly,

. merely ‘arising out of or relating to" the. . 0 court notod that Saucy Susan did not
contract between the pariics, and it is IR i s
inconceivable that ther; lntet;dﬁ'd such 210U t_l.'{at Pu?h{' policy welghed against

a dispute to be settled by arbitration. " arbitrating claims of trademiark inftinge-

o REE ) ment and unfair comptition. At the same
50“90‘4‘-“*[1“!?'{ t.he court dEC:dEd thatf “time, the district court stated that “i does

© because the claim was a tort cause of  nob appear that an agreement ko arbitrate

< action rather than & contract dispute, it fum;t-:;p ;;iiapulés wgm.xld thwart Con-
- was nol covered under the arbitration pressional policy.” As a result, the dis-

agreement, o trict court decided that the trademark
Three years 1ate'r, the same district  jeunes were arbitrable undet fedoral law,
caurt {but a different judge) distinguished ' gybeequently, tn Homewood Industrics,

Wiatt Farp. In Seucy Susan Products N0 ppe v, Celdwell, a district court in Dlinois
v. Allied Old English, Ine,® the court ruled  ambraced the older view and decided that
that disputes invelving trademarks and  pademark infringement claims. were not
trade names were arbitrable. Allied had  prbitrable# Homewood sued Caldwell
commenced arbitration proceedings’ for trademark infringement, unfair com-
against Saucy Susan, I'remptly thereafier petition and patent infringement atter
Saucy Susan commenced an action inthe Homewaood had terminated a franchise
. district court against Allted for trademark agreement between the two parties, and
.. infringement and unfaiv competition.  Caldwell had continued to promote the
Allied moved to stay the districl court  prademarked and Pa_tented products,
action and to compel arbitration. Caldwell moved to cuompel arbitration
. The district court ruled that the trade- | pursuant to the laws of 1llinois under a
mark and unfair competition isstes were . provision in the franchise agreement.
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' AAA Rules and Procedures Far Handling

!ntellectual Pmpeny Cases

he use of al:amatm ﬂnpme rasoluhcrt (ADH) processes
' 'in resolving intellectual property disputes 1s increasing -
2 t_ar global manutacturing. and:mearketing

&g technology rapidly: advances and buslnassas strwa o
Advantages. . .
ADR methods have proven pm"fularly effective in the mm

-ple, fast-paced environment of hi ‘techndogy- entanalnmt
5 and information industies; Tk R
‘Parties to thess disputes look 10 the ndes and proeeduras
ﬂave!n d by the American Arbitration Association for the :-
adm!nlstmtinn of intellectuat Property disputas, including tha
" Patant Arbitration Rutes, thé Commercial Arbitrafion and - -
Mediation Rules, and the Supplemamaw Pror.sdures for La;ga, .
. Complex Disputes. : .
T - I addition to panallms with mtellucmal property Sxpeﬂisa
"o the AAA’s commercial panel, the selech, nationwide panel” Y
for the AAA's Large, Complex Case. Program (LCCP) has 48 - -

" arbitrators and mediators spec‘l‘alizmcg[ in the fleld ;:;f intellec- . - '
tual Their backgrounds and professiona expeﬂanoe U
We?r:g:'?yarm a8 patent and rademark litigation, trade - 7
"aacrst, copyright faw, compiex tachnology and contract issues'
--popyright and tradamark registration and licensing, foreign....
" patents, data rights, softwara protection, and trangfer of mtsl- .
" lectual property.rights. The panelists provida technical éxpertise ...
~in such areas as data communications, computer and com-,.. - ...
pmr peripherals, medioal devices and. lechriology, mmmrcun.-.;'-
- ahd microcomputer hardware. All LCCP panelists also parhci- o
~ pate In special training in the objectives, procedures, issues,
- ethics and skills invplved in managing a lmga eomplex arbi-

_fration or mediation, - _
dsputas ﬂled \mth the AM ln

There ware 13,192 husina
1984, with claims and counterclaims reaching $5.1 billion. This
includes 394 patent, ficensing, trademark and computer cases
with claims and counterclaims totalling $881.3 million. .

- Homewood opposed, contending that the
federal courts had original Jurﬁdictmn
vver federal trademark and patent issues,

Thus, 10 years before Section 294
became effective, the court held that
alaims for infringement of a federally reg-
istered trademark (as well as pﬂtent
rtlaims) were not arbitrable because the'
jurisdiction of the district courts over a-
cavse of acton arising under the federal’
trademark (and patent) laws was excla-

sive pursuant to 28 US.C. § 1338, The
Homewood court did recognice, however,
that under some cirgumstances arbitra--
tiott might be appropriate:

“However, should it develop from
future pleadings and/or pre-trial dis-
covory that the instant achon is in real-
ity an action on the Franchise
Agreement, this Court does not intend
that this ruling should be 2 bar to arbi-
tration if arbitration is appropriate, ™+

C % JULY 1895

In WL.S. Diversified Industries, Inc, v

- Barrier Contings Corporation,” an action for

breach of contract and trademark

- infringement, defendant moved to stay
“ proceadings in court pending arbitration.

The arbitration cause was broad:

“*Any dispute arising hereunder shall
 be settled by arbitration: . . . according
to the contmercial arbitration rules of

' - the American Avbitration Association

" and any award therein may be entered
in any court having jurisdiction.” *

- The district court found that the trade-
- -mark. infringement issue was within the
...seope of the broad arbitration agreement
- and granted defendant’s motion.

The foregoing authorities center on
the effect of an arbitration clause in a pre-

. dispute agreement and manifest the need

for care in dl’aﬂ:mg such clauses to effect
the parties’ intent. The issue not yet
definitively resolved is whether or not a

1 naked claim for trademark infringement
-under the Lanham Act is properly the

subject of binding arbitration, In light of

- the recent judicial trend, the answer is
likely to be in the aftirmative.

Faderal Antitrust and héurities Laws

The more recent decisions concerning,

‘the arbitrability of issucs under U.8,

antitrust laws and securities laws are Hke-

ly to weigh heavily in future decisions in
. favor of the arbitrability of inteljectual
. property issues. As with Intellectual
- property claims, United States courts
<onee generally held that claims arising

under the fedoral anbitrust, securities, and
RICO laws were not arbitrable for public
policy reasons:#? Recent Supreme Court
decisions, however, have rejected public
policy ar a justification for halding fedér
al antitrust, socurities, and RICO claims
nonarbitrable

Tn Scherk v, Alberto-Culver Co.,*3 the
Supreme Court upheld the arbitrability,
with respect to an international arbitra-
tion agreement, of claitns baged on allega-
tions of fraudulent representations as to
the status of trademarks, and arising
under Scction 10(b) of the Securities
Exchange Act of 1934, The court found
that public policy mandates this resuilt

“because without a “contractual provision
" specifying in advance the forum in which

disputes shail be litigated and the law to
be applied,” the “orderlingss and pre-
dictability essential to any international
‘business transaction” would be impossi-
ble {u achieve.# The dissent rejected arbi-

“tration for Section 10(b) on stetulory and




snt By: _D_AVIDWPLANT;

6035282854 ;

Jun-21-00 12:18;

Page 9/10

S ———

ublic policy grounds, but interestingly,

grated that “Hilf & question of trademarks

. were the only one invelved, the principle:

" of The Bramen v. Zapafa Off-8hore Co. 47
{avoring forum selection), would be con-
srolting,” i.¢., arbitration would be
. aunWEd.'w :
: In Mitsubishi ® the Supreme Court
‘held that public policy did not preclnde
. arbitration of a dispute arising under the
United States antitrust laws, at least in the
" jnternational context. The Mifsubishi court
Jdid not address the arbitrability, in the
0.5, of domestic antitrust claims. This
left at least three public policy-based

1 jssues unresolved: (1) whether the avail-

“ability of treble damages in domestic
- aptitrust actions would preclude arbitra-
Viipn: (2} whether upholding pre-dispute.

' agrements to asbitrate domestic disputes -
-would violate public policy; and (3)

“whether “the petvasive public interest in
enforcement of the antitrust Jaws,” and
previously uniformly followed by the
Caurts of Appeals, would continue to
preclude arhitration of domestic antibrust

claims in general. Bach of these questions -

has heen addressed by ULS. courts, :
» Treble Damages. In Mitsubiclhi, the

. Suprerne Court ruled that, even with the.

availability of treble damages, interna-
tional antitrust claims were arbitrable.

' The court emphasized the compensatory:

-function of treble damages in antitrust
cases over the penalizing and deterrent
“function of such damages. The court con-

rlnded thal “so long as the prospective.

litigant effectively may vindicate its statu-

tory cause of action in the avbitral forum, . .
- the statute will continue to serve buth its

‘rernedial and deterrent funetion™

In later decisions, the Suprems Court
and outhor courts have extended the rea-
soning of Mitsubishi to the domestic con-

" text. In McMahon, the Supreme Court

addressed the arbitrability of a RICO
~ elaim, in light of the treble damages avail-
-able under RICQ. The court found noih-
ing in the RICO statute or legislative his-

tury excluding RICO claims from the

Fedeoral Arbiiration Act. The court
Citvoked Mifsubishi and rejected the. con-:

- tention that puhlic policy precinded arbi-
- trating RICO claims. The court noted that -

- the RICO treble damages provisions were
. modeled on the antifrust statutes and saw
ne reason to preciude an arbitrator from

awarding treble damages, or to allow the |
treble damages provision of RICC to pre-

. clude arbitration of RICO clatms.
Treble damages appear to be arbitra-
. ble in domestic antitrast arbitcations as

well. In Kerr-McGee Refiming Corp. v. M/T

Trivmph, the Court of Appeals for the

.Second Circuit stated in the context of a

RICO arbitration that the arbitrators -

could treble their award if they found an

antitrust violation. Indead the court went-
- further and stated that in an appropriate . -

case arbitrators could enhance their

‘award by punitive damages.

e Pre-dispute Agreements to Arbitrate. - i

trate antitrust issues,

Prior to Mitsubishi, U.S, courts had . .
- enforced post-dispute agreements to arbi-
he courts analo-

- gized these agreements io settlement - -

agreements, finding they did awot violate, .

public policy

. On the contrary, prior-to.-

Mitsubishi, United States courts had often -

refused. to enforce pre-dispute agree-

ments to arbitrate on the ground that they

violated public policy,%

“The Mifsubishi Court, in the context of - '

that iaternational antitrust claim,
enforced a pre-dispute agreement fn arbi-

trate, finding that it did not violate nublic

policy. This left the question of whether o

‘domestic antitrust claims could be arbi-
trated under pre-dispute agreements to

athitrate.: : .

Since Mitsubishi, U.S. courts have per-- -
mitted arbitration of similar disputes.

undey predispute agreements, Thus, the

*-Supreme Court has upheld the validity of
(SR

pre-dispute agreements to arbitrate
claims, securities claims, and Age Dis-

crimination Employment Aet {ADEA}- .-~
claims, Appellate eourts have upheld = -

such agreements involving Employee
Retirement Income Security Act (ERISA)

claims. ™ :

cluded arbitration of domestic antitrust
isvues. Since Mitsubishi, in 1985, both dis-
trict and appellate courts in the US, have

squestioned the continued applicability of
the American Safely docirine with respect -

to the arbitrability of demestic antitrust

‘disputes,

The courts in GKG Caribe, Inc, v.
Nokin-Mobira, Inc.® and Gemco Latino-

amprica, bic. v. Seiko Time Corp.,% rejected
“the Americin Sefety doctrine and allowed

the arbitration of domestic antitrust
issues after reviewing the Supreme
Court’s decisions in Mitsubishi and
MeMahon. The GKG Caribe court stated
that the Supreme Court “if confronted
squarely with the issue of its [the

_American Safety doctrine’s] continued

applicability, would most certaintly dis-

. card said doctrine,”s The Gemon opinion

15 to the same effect.
 Dicte of U.S. couris of appeals are in

‘accord. In Kowalski v. Chicago Tribune

- @ The Publkic interest. In 1968, the .
Second Circutt in American Safety™ pre-

E—
Future arbitration
decisions regarding
the arbitrability of
copyright validity
izsues will depend
upon the manner in
whith the courts
choose to interpret
the arbitration
clause,
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The issue not yet
definitively resolvad
is whether or not a
naked claim for
trademark
infringement under
the Lanham Actis
properly the subject

Co.,% the Court of Appeals for the
Seventh Circuit stated that "it seems
unlikely after McMahon that the principle
of Mitsubishi can be confined to interna-
tiopal tramsactions.® The Courlt of
Appeals for the Highth Circuit has stated
that Mitsubishi and MeMaehon “may indi-
cate” that antitrust claims can be made
the subjert of arbitration betweah agree-
ing parties.® The dissent was more out-
spoken, stating that McMahon and

are mEa.bi-jeCt ;0 arbitration.®
ich of these olgm.l ions acknowled,
the arbitrability of pre-dispute agrg?.

ments o arbitrate, rendering public poj,

cy grounds for precluding arbitration of
domestic antitrust issues moribupg
Accordingly, il is likely that in the fypyre
rourts in the U.S. will find domesti,

Page 10/10
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Mitsubishi, buttressed by Gilmers “die. ""“I
tate” that the antitrust claims of appeljpg, *

antitrust claims arbitrable. .

of binding
arbitration,

R
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