
David William Plant
145 I Little Sunapee Roftd

New London, NH 03257 USA

Resume
June 2004

From 1957 through 1998, Mr. Plant practiced law in New York City with Fish & Neave.
Since retiring from Fish & Neave, he has been serving as a mediator, arbitrator, special master,
and teacher.

Mr. Plant holds degrees in engineering and law from Cornell University. He is a member
ofthe bars ofNew York, the United States Supreme Court, various United States courts of
appeals and district courts, and the United States Patent and Trademark Office.

He has served as a Special Master in U.S. district courts, as a mediator in more than 85
domestic and international disputes, and as an arbitrator in more than 85 ICC, Stockholm,
UNCITRAL, AAA, CPR, WIPO, court-annexed, and ad hoc arbitrations.

He has written, spoken and led workshops on ADR issues in the U.S., Canada, Europe,
Japan, Australia, Africa, and South America. Among his publications are Resolving International
Intellectual Property Disputes, ICC 1999 (author), Guide To ADR For IP Disputes, AIPLA 1995
(editor), ADR International Applications, *ADR in the United States ofAmerica*, ICC 2001,
and various other chapters in texts and articies in journals.

He is an adjunct professor at Franklin Pierce Law Center, Concord, NH, has taught at
both the law school and the business school at Cornell University, and as a Senior Fellow, at the
University ofMelbourne Law School.

Mr. Plant is a Fellow ofthe Chartered Institute ofArbitrators, a Fellow ofthe American
College ofCivil Trial Mediators, a Fellow ofthe College ofCommercial Arbitrators, and an
accredited CEDR mediator. He has been listed in The Best La:,yyersIn America, Guide To The
World*s Leading Experts & La:,yyers In Commercial Arbitration, Guide To The World*s Leading
Patent Law Experts, and Guide To the World*s Leading Trade Mark Law Practitioners.









ALTERNATIVE

, DISPUTE

RESOLUTION

LJAVID PLANT



.......
'".,
'"'"0-

......
co

o
a
...
~,
c

"..,

>ialled in December 1999 by
;.-::, PUBLISHINGS.A.
:2 Irnatlonal C1mmbe1"of Commerce
~ 'worldbusine$Sorganization
tll COU'll /lJbert 1w

g 108 Paria, France

>yrigilt II) 1999
matronal Chamber of Commerce

i;jhta reserved. No part of Ihis work may be reproduced Or oopje::l in any form
,y any means - graphic, electronic or meohan;cal, inCluding photocopying,
rding, taping c< information retrieval syslems - withcul Wlilten poonission of
PUbiishing SA

\.!
<(
...J
0-

SPUblication H"592
:;:; 9Z-842-1249-9

'"
>.
ttl

+'c.,

~

I
I
~

C4:mtents

ACKNOWLEDGMENTS

INTf100UCTION

Intellectuai property and internationa! disputes

The structure 01 this book

CHWTERONE
An overview of intellectual property alld alternative
dispute resolution

The nature of intellectual property disputes

The nature of arbitration and mediation
1. Arbiltaflor
2. Mediation
3, Varialions on 1h9 lhame

FOOTNOTES

CHAPTERlWO
Arbitration

Significant issues in amitrafing intellectual property disputes
1. Agreeing to arbitrate
2. Arbitratility of the dispute and enforceability of the award

al The New York Convent;,n
b) Various righ:S In various jurisdictions

i, Trade :iocrets
~. Licensing
m. Ownership
iv. Scc1le and Inffingemenl of OOloots. CCIIlVlights "ldtrad€tmlll<:s
" Validity and enforceatility 01 palenls, CCpyrights and lrad"""lI<s
vi. Suggested contract language lor ID1JkraJilily and enton:eal>lily

c) Summary thoUghts

7

a
a

la

11

11

14
14
19
23

25

26

26
26
so
sa
32

36



-----_.•._-----

.._--_...._----_..._--_. '--- ------_.._.•..._- 'I.A.'·nt::I"I~

" 3. Provisional relief 80- 39 2. Preparation for mediationOJ

'"
a) Arbitral law 40 3. The mediatoc 83

'" b) Arbitral rules 40 4. The mediator's job 86"'a. c) Some illustratiVe solutiors 41 5. Professional responsibiity and the mediator 89
4. Privacy and confidentiality 42 a) Impartiality 69

a} Poot-award cracl<s In tile waDs 42 bi Fees 91
b) Co>~fidentjality and priliacy during arlJilral proceedings 44 c J Power imbalance . 92

5. Multi·party proceedings 4a di Confioentialily 93
a. Multiple proceecr0l9s 47 el The process 93"" Other issues 48 fj The mediator as amij'ator 93

'" 9:1 Danger, danger, clanger1 951. Governh1g law and rules 49
0 a) Arbitral law 4S 6. Counsel's role in mediation 950

96
"

bl Arbitral rules 50 1. Principal's role in mediation
~ cj Substanlive law 50 8- Con'identlality 98,
<: 2, Administered or ad hoc arbitration 9- The end game 99::J 51...,

3. Issues 10 be aml!'a!ed 52 Creating value through mediation 100
4. The arbit,al tribunal 53 1. Control 101
S. Party·appoi~:ed arbitrators 55 2. Real i~terests and needs 101
6. The site ot the arbitration 56 3. Relationships 101
?' Schedule 56 Barners to mediation and to resolution 101

" 8. Pre-hean'ng intormaflor eXc~anges 59
102'" 9. The eV·dent'ary hearing Multi-ju~sQictjoraf riligation'" 61'" 1O. Expert witnesses Enhanced aKernatives 103'" 64'"'" 11. A party's confidential inforcnation <17 104OJ FOOTNOTES0 12. Remedies available 67'" aJ Monetai)' relief 68

CHAPTER FOURbl Equitable relief 611
The arilitrator as settlement faeirrtator 105c) Enl1anced "<lmeges arid sa1ctions 66

dJ Appellate relie' 69 Some questiMs illS
13. Form of til" awa'll 70 Some observations 100

AIbitral institutions 71 1, .The debate 106
1. ADR providers 71 2. T18 vocabu'ary 106
2. Establis!led intellectual prt1perty o'ganizalions 73 Some practical considerations 106
3, informal, ad hOC organizatiOns 73 1. The dilemma 108
FOOTNOTES 74 2. The subetanliv" <:lisput" 109I-z

Cultural and experiential factors 109<t
...J

CHAPTER THREE 4, ii",lng 110a.
3:
'" Mediation 78 What is the arbitrator's role in setl/ement discussions? 110,H

~ Significant issues in mediatil1jJ' intellectual properly disputes 711 What is going on in intellectual property arnitramn. anyway? 111
'" 1. Getting 10 fhe lab'e 78 TWlJ ilIustralillll situations 112>,

'"+'
<:

'"



;:.:....:..:::.:. ...... ~..:~,..... .....,'- ""'I~~L t"l1:)I-'~~?,.JITS ~__.__. ... _

....-.......,
0>

'"a.

........

'"
o
o
....
~,
l:
:0...,

....
It>

'"'"'"'"It>
'"o'"

f­
Z«
..J
a.
15
H

>
~

>,

'"....
l:.,

{,

SomegplJ!ld rules

Some addiUonalthoughts

FOOTNOTEs

CHAPTER FIVE
End notes

API'ENDICES

Appendix A: The NewYork Convention

Appendix B: ICC Arbhration Aules

Appendix C: WlPO ArbilratiOil AUles

Appendix D: UNCITRAL Arbitration Rules

Appendix E:Ai\A.lnternational Arbitration Rules

Appendix F: C:PR International Arbitration Rules

Appendix G: W1PO Mediatlcm Rules

ICCATAGlANCE

SELECTED iCG PUBLICArIONS

113

114

115

116
I

117
T

121
b-

134
T.

154
li

167

is

179

<j

fu

197
S<

3J

2Q3
t,

204

A

h
V;

e:
I'

SL

"
II
l\

tI

P

"C
R

F

•
(0

I:
1\



Franklin Pierce L.C.

NotesRe Alternative Dispute Resolution
And IP Licensing

I. OVERVIEW

1251
New

David W. Plant
,Fish. & N~av~

Avenue of the Americas
York, New York 10020

July 1998

(

A. What Is ADR?

B. What Are Its Forms?

C. Where Is ADR Applicable?

D. What Are Its Advantages And Disadvantages?

E. What Should Parties To An IP Contract Consider And
Provide For?

F. Whither ADR?

II. WHAT IS ADR?

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

07/06/98 1:29 pm
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III; WHAT ARE ADR's FOBMS?

A. ADR encompasses an infinite number of forms. It
is helpful to consider three generic categories.

B. A(i~udicative Forms.

1. A conventional adjudicptive form is binding
arbitraticln.

2. Non-binding arbitration may also be an
adjudicative process.

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

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

5. A 3d party renders or imposes on the
contestants adecision~-baBedon (a) issues
formally defined, (b) sophisticated
positions, and (c) evidence and legal
authorities.

C. Non-adjudicative Forms.

1. Negotiation.

2. Mediation.

3. Mini-tria.l.

4. Early Neutral Evaluation.

5. Summary Jury Trial.

6. 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.

2
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D. Hybrid Forms.

1. Hybrid forms stretch the spectrum of forms to
infinity.

2. Negotiation, followed by mediation, followed
by arbitratio!). is becoming popular.

3. Mediation followed by last offer arbitration
is effective.

4.. Early neutral evaluation coupled with
mediation ha~ worked.

5. Ex parte, non-binding arbitration has
succeeded where the parties do not want to
exchange sensitive information.

6. Creativity is the key. Must fit the forum to
the fuss.

E. More thorough discussions and elaborations
regarding .the forms of APR app~ar in, in~er alia -

1. Plant, "Overview of APR Procedures", AIPLA
Alternative Dispute Resolution Guide, 1995
p. 3. (A copy of this chapter appears at
Appendix A to these notes.)

2. Arnold, "A Better Mousetrap: ADR", ~
Nouvelles, Vol. XXX, No.1, March 1995, p.
31.

3. Arnold, Patent Alternative DisDute Handbook,
Clark, Boardman, Callaghan 1991.

3
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IV. WHERE IS ADR APPLICABLE?

A. ADR is applicable to almost any intellectual
property dispute -- even where injunctive relief
seems necessary.

B. ADR may·· not be applicable where --

a. A counterfeiter must be nipped in the
bud.

b. A trade secret must be preserved.

c. Legal precedent is needed.

d. EMOTIONS are out of control -- ADR may
be applicable but extraordinarily
difficult to apply.

C. Specific examples will be discussed. These will
include:

1. Binding arbitration

2. Non-binding arbitration

3. Mini-trial

4. Mediation

4
07/:6/98 12:45 pm
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V. WHAT ARE APR I s ADVANTAGES AND 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 notiinposed by a third person
who is bound by narrow pleadings. aut 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 are saved.

4. Cultural differences may be better
accommodated, or reconciled.

B. Disadvantages.

1. If poorly constructed or managed, APR may be
counterproductive.

2. Badly 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.

5
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VI. WHAT SHOULD PARTIES TO AN IP CONTRACT
CONSIDER AND PROVIDE FOR?

Some Key Issues

l!lt Arbitration

2d Mediation

A. Arbitration.

1. Arbitrability and Enforceability

a. U.S.

(1) Virtually all IP issues are
arbitrable.

(2) Query increased damages.

(3) Plant "Intellectual Property:
Arbitrating Disputes in the United
States", Dispute Resoluti6n Journal
of the A~erican Arpitration
Association, July~September 1995,
p. 8 (A copy of this paper appears
as Appendix B to these notes.)

b. Elsewhere.

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

* Arc. v.2. of the 1958 Convention On The Recognition And
Enforcement Of Foreign Arbitral Awards (the "New York
Convention") 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 .•. )

6
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" (b)

(2) Important to distinguish between
(a) government granted or
registered rights and (b) private
rights ..

(3) consider an arbitration clause that
focuses on --

(a) Private rights

(b) International Commerce

(c) Arbitrator may cons.ider [IP
issue] but is not empowered to
declare whether IP valid or .

. not valid, enforceable or not
enforceable, etc.

(d) Neither the award nor any
statement by the arbitrator
shall be regarded as a
declaration of validity or
invalidity, etc.

fe) Award may determine what acts
one party mayor 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.)

the r~cognition or enforcement of the award
would be contrary to the public policy of
that country;"

7
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2. Arbitration provisions to consider.*

a. Administered v. ad hoc arbitration.

b. Issues to be .resolved.

(1) IP issues.

(2) Related issues.

c. Arbitrator(s).

(1) Number.

(2) Qualifications.

(3) Selection process.

(4) Party-appointed.

(a) interview process

(b) neutrality

d. Schedule; commitment

e. Venue.

(1) Neutrality.

(a) transnational disputes

(b) cultural differences

(2) Availability 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 199'6 (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, Arbitrafion, 1994; CPR,
ModelADR Procedures, "Alternative Dispute Resolution In
Technology Disputes," 1993.

8
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(
f.

g.

Discovery.

Confidentiality.

(1) During proceeding.

(a) Rules

(b) Parties' agreement

(c) Award enforced as Protective
Order

(2) Post-proceeding.

(a) Enforcement of arbitration
award

(b) § 294 (d) & (e)

h. Remedies.

(1) Monetary.

(a) Compensatory.

(b) Punitive.

(c) Currency

(2) Other.

(a) Injunction.

(b) Specific performance.

(c) Provisional.

(i) Emergency relief an issue
in IP matters.

(ii) Most arbitral
administrative
organizations cannot
constitute a panel on the
required short notice

9
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(iii) U.S.: ancillary aid of
Court

(iv) WIPO: contemplating "24
hour" service

i. Applicable rules.

j. Governing law.

(1) Arbitral.

(2) Substantive.

k. Language.

1. Form of award.

(1) Win/lose.

(2) Reasoned.

(a) Collateral estoppel and res
jUdicata

(b) § 294 (c) re modification

(c) Motions to vacate or modify

(d) Road map

m. Recourse.

(1) Enforceability.

(2) Challenge.

(3) Modification.

3. U.S. arbitration law.

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

b. Uniform Arbitration Act enacted in a
large majority of states.

10
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*

**

c. . State statutes re international
arbitration.

d. 35 U.S.C. § 294. *

(1) §294(a).

(2 ) § 294(b).

(3 ) §294(c).

(4 ) § 294(d) and i e) •

e. 35 U.S.C. § 135 (d) • **

4 . Various rules. ***

a. AM.

(1) Patent.

(2) Corrunercial.

(3) Large, complex.

(4) International.

b. CPR.

(1) Rules For Non-Administered
Arbitration Of Patent And Trade
Secret Disputes.

(2) Model Agreement For Ex Parte
Adjudication of Trade Secret
Misappropriation And/Or Patent
Disputes.

(3) Non-Administered Arbitration Rules
And Corrunentary.

35 U.s.C. § 294 is reproduced in Appendix E.

35 U.S.C. § 135(d) is reproduced in Appendix F.

*** Specimens of some rules wi1l be available at the
lecture.

11
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(4) Model Procedure For Mediation Of a
Business Dispute.

(5) Model Minitrial Procedure.

c. WIPO ..

(1) Mediation Rules.

(2) Arbitration Rules.

(3) Expedited Arbitration Rules.

(4) 24 hour rules under consideration.

d. ICC.

(1) Rules of Conciliation.

(2) Rules of Arbitration.

Revised effective January 1, 1998

(3) Pre-Arbitral Referral Procedure.

Not adequate for emergency relief

e. LCIA

(1) Arbitration Under LCIA Rules.

Under revision

(2) Arbitration Under UNCITRAL Rules.

(3) Conciliation under UNCITRAL Rules.

f. UNCITRAL

(1) Model law adopted in various
countries.

(2) Non-administered arbitration.

g. U.S. Courts.

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

12
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(5) Vary fromcqurt to court, e.g.

(a) SDNY: rules re mediation.

(b) EDNY: rules re arbitration,
mediation, early neutral
evaluation.

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

(d) See tabulation in AIPLA ADR
Gnide, 1995.

B. Mediation

1. U.S. v. elsewhere.

a. Mediation.

b. Conciliation.

c. Mini-trial.

2. Six phases.

a. Getting to the table.

b. Preparation.

c. Initial sessions.

(1) Jqint session.

(2) Private caucus .

. d. Subsequent sessions.

e: The "End Game".

f. Post-mediation.

3. A more detailed outline appears at Appendix G
to these notes.

13
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VII. WHITHER APR?

A. In the United States, the impetus to apply APR
sterns from many quarters --

~ .
2.

3.

4 .

Courts.

Clients.

Legilllation.

Professional responsibility.

B. Elsewhere in the world, the impetus varies

1. Arbitration in international commercial
disputes.

2. Conciliation in Asia.

3. Mediation in Europe.

C. Disputants ,will increasingly enjoy the benefits of
ADR if it is understood, constructed and' utilized
intelligently.

D. ADR will wither if not understood, constructed or
utilized intelligently.

E. Many matters must be litigated.

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

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

3. As counsel we must be informed ANn we must be
ready and able to recommend and to utilize
APR.

14
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OVERVIEW OF ADR PROCEDURES

I. INTRODUCTION

Alternative Dispute Resolution (ADR) techniques $~Y f~ into. two
categories: (I) adjudicative and (2~non-adjudicative. ,These are not. cnsp cate~ones, ~,,,,se
often the process of finding a solution to a problem will embrace bOth. categones - typically,
when the process flows from a non-adjudicative state to an adjudicative state or vice versa ­
resulting in a hybrid process.

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

II. ADJUDICATIVE PROCESSES

A. Arbitmtion

. Among adjudicative ADR teehni9.ues, aroitiation usually rises to the~ of the
list. For many years, aroitration has been utilized in the United States to resolve licensing
disputes concerning intellectual property rights. Of course, since 1983, binding aroitration 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, including validity and
enforceability, seems to be generally sanctioned by the judiciary, absent ~ific contractual or
legislative restrictions to the contrary. I .

Arbitration may be bindin~or non-binding. (Non-binding aroitration, while
adjudicative insofar as the specific aroitratton proceedingis concerned, may be part Of=
non-adjudicative process.) Arbitration· may be the rcsultof an agrcctnent between the ,

.... or of an initiative by a court. Arbitration may be administered by an in~tution and s ~ect to
the institution's rules', or it may be administered by the partlCssubjectto rules the parties
create, or it may reflect elements of bOth. Even in administered aroitrations, it is not unusual
for the parties and the aroitrator to agree to depart from the administrative institution's
published rules.

An aroitrator's decisi"n 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. Also, conventiol1al
\Yisdom suggests that a reasoned award may be Inore susceptible to modification or vacation- by
a court than a bare "win-losc" award.

Because aroitration is usually the product of an agreement between the parties,
the parties can set the course of the proceedings, specify issues, fIX time limits and define the
SCQpe of the aroitratar's authority. .. A full understanding by counscJ and client, and the
aroltratar,of these dimensions and their implications is necessary to the efficient, expeditious
and equitable use of aroitration.

The right to appeal an aroitration award is limited by legislation and by judicial
opinion'. That right may be modified by the parties, e.g., enlarged so that the Court peafolnlS
a more typical role in ascertaining whether findings of fact are clearly erroneous or conclusions
of law are correct.'

1
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Many of us on many occasions have urged that a fundamental requisite of
arbitration is a seasoned arbitrator, available when needed, willing and able to ~ove the
proceedings forward, and dedicated to efficiency and fairness. Arbitration has sometimes
received bad press, occasionally l..::ause an arbitrator appeared to split the baby (perhaps an
exaggerated impression in many cases). But a more severe ~::lwback.maybe an arbitrator's
permitting the proceeding to expand and to absorb as much time, energy and. money as the

. complex litigatIon it was expected to supplant (a mattero! substantialconcem 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 (e) have sometimes been v'
invoked as discoUIaging the use of arbitration to resolve patent disputes. This does not seem
entirely sound in Ught 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 ptClpeOty
disputes. It has been utilized in Ueuo! Utigation and in Hell of Patent Office adjudication. It

...can continue to work. especially if counsel and clients recognize that arbitration can be tailored
to fit their specifil: needs.

B. Other Techniques

A neutral fact finder or a neutral legal expert may be engaged to rule on a
specific issue. As with "It arbitrator. tlte terms and conditions on which tlte neutral's work is
undertaken are negotiated bY the parties and the neutral.

. . Also, a private trial (Wrent-a-judgeW) may be agreed upon. Hereia -judie- (oftal
a former jurist) presides and jlldgment is ultimately entered in a court. Where sanctioned by
loeal legislation. the private judgment may be subject to appeal in the local. court system.

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.

III. NQN-ADJUDICATIVE PROCESSES

Non-adjudicative processest)'pically focus on aiding the parties themselves to find
a solution to a ~rr.·Dlem. Flexibility, participation and control by the parnes themselves are
hallmarks of such processes. Importantly, the opportunity to preserve or to create ·business
relationships is presented by non-adjudicative processes.

Among the non-adjudicative processes employed in intellectual property disputes
are mediation, mini-trial. early neutral evaluation, summary jury trial. and many variants on
tl!ese themes. Each of these is a fonn of facilitated negotiation in which the parties participate
duectl)'. (Of course negotiation itself is a non-adjudicative dispute resolution process.
Negonation per se is not.explored in depth in this Guide.)

Each of the four processes we discuss here has been used so often that counsel
and clients need not reinvent the wheel. Many fonns of model rules and aetualagreements
have been drafted and disseminated.

2



A. Medialion

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 adve~~3l)"s teal needs and real interests, articulate those ~eeds and interests, and create
a mutually beneficial formula for meeting the needs and interests.

The mediator may express a view on the merits if requested .by the parties.
However, manY practitioners arc concerned that~doifilJthe mediator may appcarto have
compromiscdthe mediator's ability to facilitate problemsofving in an even-handed manner.

A!sp, the mediator may caucUS?rivately with each party and shuttle between the
parties. ID....so doing, it is imperative that the mediator prcscrvein.confidence any information
learned..from.a parry which the party docs.not want disclo,ed•. Because some practitioners view
private caucuses u creating concern in the absent party u to whether the mediator is somehow
being 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.

It is critically important that a representative 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, importandy, interested but unnamed parties, such u an insurance carrier or a
licensee. Mediation will hardly ever be successful if this condition is not sati~fied.

FuWly,the background, training and experience of a mediator is importanL
Mediators are not bOrn. Utigators and judges maybe skilled. at litigating and judgJJIg, but
not always at mediating. Training is a virtual necessity to enable amecliator to paColin
competently. The mediation process is so different and so fluid in comparison with an
adju.di~veprocess, the mediator must have training so u to be Cully prepared to assist the
parties.

Mediation has worked efCectively in resolving intellectual property disputes. It
has worked in large, complex cues and in smaller cues. It hu worked early in the liCe oC a
dispute as well as later in full-blown litig,ation. It appears to be burgeoning as a well accepted
alternative to Cull-time, all-out litigation. .

B. itiinilriDi

Minitrials arc 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 TelecrediL

. A minitrial is a kind of facilitated negotiation in which a panel, comprising.party
representatives authorized to settle and (usually) a neutral, hears arguments by each party's
counsel and immediately conCers in an attempt to settle the matter. The settlement discussions
arc facilitated by the neutral who acts very much like a mediator. The presence oC a neutral
!s.usuallY a p!us'. iC not ~ sine qua non. The p~nceof authorized representatives oC all
mterested parnes IS. essential.

3



C.. &uiy Neulral Evaluation

Eady neutral evaluation is usually a.court-annexed p~u~. Invented in the
Northero District of California, this procedure has enjoyed commercial success in va.......• other
courts.

Typically, after the pleadings are closed, a respect:d neutral hears ~ument by
~unsel, attelIlPts to assist the parties in negotiating a settlement, renders .an opimon on the
merits, and in the absence of sett1ement, assists in working out a pretrial schedule. Like
mediation and minitria1s, it is imperative that a ~resentative from each interested party with
authority to settle attend early neutral evaluatio" sessions.

Eady neutral evaluation has been successful both in settling intellecnla1 jilOpelty
disputes and in assisting parties and coutts in developing and implementing. discovery
schedules.~

D. SIIl1I1IUl1'1 Jury Trial

SummaI)' jury trials also have been usefUl in assisting parties to intellectual
propenyactions resolve theU" differences. Judge Thomas Lambros in the Northern District of
Ohio is cn:dited with originating this process. It has been used hundn:ds oftimes in that district
and elsewhere.

The same cast of characters.as in a minitrial participates "- pluS a judge and an
emp".JIeled jury. Counsel argue to the jury, and the jury deliberates.and renders .3.verdict, all
ina short time (e.,g. a day). Immediately upon hearing the jury'sverdict, the parties confer
with the ob.~ective of resolvin,gthe dispute.

. . .. ' .,'"

SummaI)' jury trials oftell occur on the eveofa long jury trial in. a1arge,
complex case.

.. /V. END NOTES

A. Hybrid Processes

Many combinations of the foregoing processes, and variants of the processes,
have been utilized in resolving inteiiectuai propeny disputes. . Parties have provided ior
negotiation, followed by mediation, followed by arbitration. Parties have agreed to mediation,
and. having mediated to close to a solution, have agreed to put the remaining issues to an
arbitrator.

The literature is rich, as is the experience of some practitioners, with creative
techniques for encowaging and enabling parties to solve their problems.'

B.Getting To Th. Table

Persuading parties to talk has been a. recurring issue. A pre-dispute ADR clause
has posed little problem. 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 confidence. ADR is too well-known. Hundreds of corporations have signed the CPR
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corporate pledge. Hundreds of law finns have signed the CPR law finn pledge. Professional
associations encourage, if not compel, counsel to be familiar with and to consider ADR. Eyery
United States District Court provides for some fonn 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. .

.
50 with the. psychological b.arriers receding, what does counsel or a party do

.absent a court OM(\r? Counsel can call counsel, simply as a matter of professional
. responsibility, to explore the prospects of ADR. Management can call management, "era",e

both know the cost of litigation, or because both know the court will encourage, if !'ot order,
ADR.• TIle5e communications can occur at any time - e.g. during early negotiations, when a
CC)mplalitt is (iled, on the eve of arguing a motion, on the eve of trial, during trial or after trial.

Of course, if it is a bet-rour-business case, emotions are I'lIIUIing 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 parnes 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 ofengaging a competent neutral shines through the·fabric ofeach
ADR process. How to find such a neutral is thus a critical question.: .

. .At the outset the parties must understand the issucson w/llch they disagn:c and
must become infonned 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 kiDd
of neutral should be considered. If a non-adjudicative process is chosen, another kind ofneuaal
should 1:le considered. The adjudicator is the decislonmalcer. In contrast, a mediator is a
facilitator of decisions made by the parties, not by the mediator.

Training and eltperience are important in all 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, e.g. AAA, CPR and WIPO, maintain rosters of potential
neutrals. The organizatlons cited k=p themselves inionned as to me 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.

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

D. Whither ADR And Intellectu4l Propetty? .

5ince the 1978 TRW - Telecrcdit minitrial in our field, ADR has been tenlatib~
explored here and skeptically utilized there, until perhaps the last half dozen years during w .
many fonns 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
prepared:

5
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II
egal history Is replete wfth illus/ralions ofhow the evolut;on
of the modern..day system ofarl)itration ofcommercial an~..
labor disputas was met with ",.i.tance by.the court sysmm..

,Iratlon in irs appllestlon 10 IntslleclUsl prOpart}llssLJss also fol· '.
'"wed.iil long and difficult road to acceptBrlc. tw!"e court5~ ~h'y$ the . .; ..
9lJthor. That hss, for rhe most part~ chit"ged. Now, he uyS', HalJ :..
intellectual property issues sppHt to bB the proper subject of~;nd'" '~:"" :
ing If''Q;tl'§tjon~W This ;sriCf to 8SP:tlIt that thereaTfI no st.'bsrant1vs· .. .... :
intellectual property policy issues remaining to.be lJdd~~tld~of .. , ,.' "',
courSe. Matters ofarbftrsbiJity ramain open 10 mte!P"'taltrm by tha. . .
courts. though csreful tailoring of the farm~ ofsrbltration ~n 00' .. .' .....
muoh to clarify any controven;y and move df.putes swIftly to reso'~".;::.',.
rion. . ... '.

ln the absence of contract language to the contTary, all intellectual
properly issues appear to be the proper subject of binding arbitration in
the United States.

This artide will discuss such subjects as patentl;, copyrightl;, lrade­
marks and federal antitrust and securities laws pertaining to these
issues.

'potant Arbitration action for breach of contract would be
brought in Italy. The District Court c1t\!d

.. Until 1983. U.S. courts generally Sedion 294 in rejecting plaintiff's con·
refused to order binding, arbitrational ,tentlon th.! patent infringment daims
issues .s to paten! validity and enfor,e- may be heard only by U,s. district courts.'

'ability. Such patenl law iss1J"" were said The Court of Appeals for the Federal
to be "inappropriate for arbitr<olion pro- Circuit appears to favor arbitration. in
<eedings and shouid be qecided by a j\eneral. Tn In reMedical Engineering
court 01 law. !live" the greal public inlel' CorporalIon; the court of appe.ls upheld
est in chalhwgil1gi.uv~li~_'paLents.lI~ a district court order sta.ying a patent
Huwever, with the enaetn'l~l'1tof 35 U.S.C. infringcmCl'\t _action in favor of DTbitra­
§ 294 (effective P"btuary 27, 1983), the Lion. Earlier in Rhone-Poul..,. Sl'ecialfies
arbltrability of patent disputes unde-r U.S~ Cllimiques v. SCM Corp.,7 the CQurt of
law is no longer in question o.t\ this appeal:;o COIl5t:n1ed an arbitration clause in
s:rol.1 nd. Voluntary, _binding arbitrc.tio~(}{ a pate~t-]ic~nse _.agreem~nt_ to, include
patent - validity, etl,forceabil,itY:~lnd iSSUe6'as to the scope of the claime of the
irl:fringement is expressly provided form licensed patent as well as infringement
Section 294. isstlf:."oS ..s Tn R1!nn{!-Polilenc, the Court of

Similarly, with the addition of Appeals jnvoked Milsubf.hi Motors v.
Subsection (dl to 35 U.s.c. § 135 in 1984. Sall!T Cbrysler-Plymoulh.- to the effect thai
parties to" potent interference may also the" 'intentions [of Ih. parties] are gener­
"determine such contest or any aspect (lusly construed as to issues of arbitrabili..
thereof by [binding] arbitralioll." Section ty: "IU

135(dl reserves to the Commissioner of However, the Court of Appe.ls for
Patents and Tradem.rks the right to . the Federal Circuit l,a. refused 10 permit
delermi"e patentability. arbitration to supersede the jurisdiction

Section 294(b) provides illter alia Ihat "I the U.S. International Trade Corn­
all patent detellses under 35 U.S.C. § 282 mission (ITe) over intellectual property
"shall be con.idered by the arbitrator if issues arising in a '19 U.S.c. § 13..'7(a) pre>­
raised by any party \0 the pro~eeding:'2 ceeding.lI The ITe complaint was based
Express inclusion of these defenses in on alleged misappropriation of trade
Section 294 has foreclosed any serio~s secrets, trademark iniringel'Ilent and false
question as to the t:it:op~ (If patent is~ul;.".$ representations as to source. An lIC
properly subject to binding arbitration. fn Administrative IA1w Judge had tenninat­
.hurt, v;"Lually every defense to a claim ad the proceeding on the ground of (l) an
und~ lJ U.S. patent may be the subject of arbitration clause/IZ (2) a previous ITe
binding orbHr.o:tion under Section 294, dcdsion terminatInn a proceeding InHght

These defenses indvdeissues"al' to of an prhttration ag~eement, and (3) a fed.a
. title, aa well a.s validity and cnforceabili- eral districtcouTt decision that Farrel
ty, indud ing unenfor('(J~)bility'issues
based un paten.t misuse Or' other antitrust
grounds. As for {it-Ie,.in Scan-Graphics. inc.
v. P/lOfomtlfr;x Corporation,) thedistrkt
('ourt nuted, without l'eSi::!lvation,or nther
comment, tha.t it w(t5

u likely that the
California arbitrtltors~ while tldd)'cs~ing

the validity a"d scope of the 1987
Agr(!cment, will tllso address whr,ther
there has been (1 tfllnsfer of righlq toone
or, more daiIns t"lf the patent by virtue of
the agreement.'1

IntereStinglYI Section 294 waf)
invoked i" Warn",r {..-t SWl1flP.1J Co, v.
Salpagllhli Transfericn.'" All exdu~jvc
li,,"cnsing agr~em~nt provided that allY

TflsiiiiihoPitihe'ch;jlrmiln of
rheADR COTrimlttee of the
American lnteiJaclUii( ProPQI'fy

.LawA,sociation and e JUlrtner
lIJ the 'New York firm of f!Jsh ,&
Ne.ave. 1his tmicle is an up­
d~tsd and revised version ofa
longer j;,;tper presented.st thll
Wr;JrUJwide Forum on th9
Arbitration ofJntef/cGtua}
Property Dispmsf':', held in
Ge-n/il.va,
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Intellectual
Property
Seminar
Set For NYC

II rbll""ion and
• medlalion of

inteUectuliI1
plDpllrly dlsput"" will be
Ih... ft:Jcus. olasemlnar
to be Ojlonsored by
\h~.,I\SSOCi$liOnoftM
f!l\r 91 the City 01 f>le~
Yoll< on Oct; 24.
·.,:f;peakelllwill dlscues
th~diffGrel'lC..sin "'OR
practices in the United
States. Europe and
Asla.OavIClW. Plant.
ohair of~_la­
uon·•.. Commilt.e on
Arbitration, will &&rv$
ao mod..ator.

The speakers a,s:
James E. Brumm.
executive vice president.
direOlOr and general
counsel 01 Mitsubi$hi
International Corp.;
Deborah Enix-Ross,
legal affairs director of
the U.S. Council lor
Inlllrnational Business;
Francis Gurry. director'
advisor. World Inteil",,· .
lual PropsI1\' Organl- .
<ariOn Arbl,ralion Can·
ter. Gen~va~ Dr. Julian
lew, pannar. Herbert
Sm~h, London.

For more information,
0811 Karan H. Miaon,
AElCNY director of
""U!>lIlion an,:! "alnlng.
at (212) 382-6619. •
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mlJ~tpursue its daims before an ITe arbi­
tfC"tiOll panel.13. TIle Commission agreed
with th" ALJ and dted Mif,,,&i:;lli Molo"I'
in support of its view that

~. 'a party to an inter.1"lt1tlonal ll"ans..~c..
tion will b~ rp.quircd to honor its agree­
me:nt to oTbitrate disputes involving
statutory daims. under, u.s. law when
th.~ .arbitration agreement reaches the­
statutory issues flnd when there are no
l~gal ccmstraints external to t.he agfee­
rt\e'nt whkhfoTcclose arbitration of
such claims.' 'J15

The Court of Appeals for th~ F~d"r~1

Circuit £oundouch a "legal constraint [ 1
- .. which foreclosersJ arbitration" t4nd
reversed on th" grounds that (1) the
dl....<tion. of 19 U.S.C. § 1337(b)(l) arid
(c) ar«=, mandatory (J.e., the Commissit'n
i'shall investigi\tcl' and "sha.ll determine"
wht>ther ~r, not therE! is a violation) and
(2) the narrow exceptions of Section
337(c) to tho statutory mandate do not
embrace a private agreement to arbi­
trate.1E-

The court noted th..1.t Mitsflbi,}lf's rea­
s(.lning was ('1)'Ofit'lE'd to judiciAl proceed­
ings, did nnt extend to administrative
procet;'dings~ and thw; wa~ consistent
with Iho murt of app"als' ruling. Tho
court invoked M;tSHlJi.:;;hi's statement that
not ";}Il controversies implicating stfltlJtO"
ry righbaresuitrlblc for arbitration,... ,
[Ilt is the congTt!ssional intel"ltion
expr~ssed in some- other statute on which
the ('ourb; must rely to identify any l,.~atC'c

gory of dalrns as to which agreements to
arbitrate will be held unenforceable.I'Ii'
The court also cited Gilmt'r v.
IHfer!;tt(lt"IJolws011 Lnm> C(1"lr_Y~ where an
arbitration agr~m(~ltopera.tedas a waiv­
~rof access unly to a judicial forum <1nd
not c'U\ administrative fClrum.

Thus, it appears that, 1"101wHh!;tal1d­
ing {In otherwise binding and,enforce'.rlbl(""
a,Kreernent to arbitffll:(', a party to such
~1~V''''t(:nnent may attempt to p~rsu('ld.... Lh~
1TC to iI\VCStig~tt;!and.detennine wheth~r

or not tht"reis a violn,jot\,-",r Section
337(.), and if "ucc""..lul, may abort arbi­
tT~tj()n.

Tho(' F'l1rr~J decision is directed. to tht~
impact of a prior agreemC'nt to arbitrate
nfJt~r nnlTC investigatiun- has Cl''Un ..

menced. Querywh('thcr a party wh()
wishes thnt the ntherwi~ agreed to ~1rbi..
tratiun go forward lnay ~llccessfully

Cl'\JClill the pot~ntial ITt: complaill(1nt
f(4;m'lr~questil'\gthat the ITe initifHt::" an
invcsligation.1'l Also, the <.:uurt of appei:1ls
acl<nowl"dged the po....ibility that the

Commll=lsion call ,consider remt~dies
ordered by an ,arbitral tribunaL~(l

A simHarsituation may obt~jn With
the United Stat~s Fed.ral Trade
Comlnission (FTC), th(' dome5;tic analog
to th~ ITC Th" FTC is "mpowc,cd and
direct"d by 15 U .s.c. ~ 45(a)(2) to prevellt
the uS(" of "unfairmc:th"ds of competition
in or affecting ('ommercl2' ond unfair nr
deceptivt! acts ",,)r practices ·in 01;" ilffccting

. comm"rc"," 10; U.S.c. § 45(!:» r<quir"s an
inve.tigati"n by th" FTC wh"re "the
COI'/.'lmjaslonshall have re",son to believe"
then~i~a \';iohltion or where it '~shall

appear to the CurnmissiuJ1 tlmt.~ pru(~ ..
il\S by it would be to the interest of
the publif." n In tht,~ evei'll the FTC dO<,..~

initiate an inv,'stigall,,,,, 15 V.S_C- § 45(a)
provides that ('1) the FfC shull iS~\lt" and
:l=icrovc <.1 complaint, and (2) the person
(:horBed ~hall have the right to appeal' and
ShllW c~l,Jse why an. ordershould not be
entered againfjt the persot\. Thu~, once -an
.FTC investigation commem:esl a party to
""l.narbitration ~lgrcement.may invuke
such an event in Ih~,pwit.hFnnel to 800rt
the arbitration.

We: ..,re unaware of any ease like
Fartel having a.ri~enin the FTi.:c()n~xt.1f
Fan'c," werE? urgoo in ~1n FTC oontext, the
diffu.r~nces between the sC('ti(}~lS cn~b1ing

the FTC and th" ITC might afford a per­
suaslv(' argument that binding arbitration
may prop<?rly be used to prev"nt the u'e
of unfair methods ofcompt."'tHion over
which the FTC would otherwise have
jurisdiction.

Th~ MI of the foregoing i. that an
arbitration ditllSe may permit resoh.ltion'
of patent (or oth"t' il1l"Jlectual property)
issut.:s by.way of binding arbitration in
lieu of 11 proceeding befor~ a U.S. com",
but not alwilY~ in lieu of a proceeding
before a U.s. administrative agency, espe­
cially Ih" ITC and perhaps til<' f-"rc.

T~rl1ing now. tu patent intttrferences,
tht?te Is doubt <is to the value of arbitration of
an inretterem.'t" ("~$ pn)\,'id~"d (or in ~1.,) U.S.c.
§ 135(d»bt!l.:Hul;t, ~I'l' P,['Jh,:'nl ilf,d Tr.ldt,"tmark
OHicE i5 not bound as tu imv iS8.\H,~ of
pat~ntabnily,21·Neverthele~5,arbitration of
jl1reri('T1.'I~""1.~ J:lISUe.';. has been undertaken on
more than om'" (1(.'cnslon ' ;)ud has been
reported in at least on~ ((lose. In Utter v.
Hil't18lli2 the parties to an infetfel"~n~~

~Ilh:'n:-d into all arbitration agreement tu
,. '.rJVllio the delay and expense a5S(.')Ci~

",b:'r..l with fotma] hUf'rfel'e1l.l:e pl'oceed­
i"l'is in the U''I'OI "tld in the Court. of
lhe United 5tfih:'I:i. , .. ' "1.~

n~(' arbitral:or decided the bsue of priori·
ty but declined to decide matt~ns uf

I

\, -.-J...
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Virtually everYdlilfense.to a
claim underaVnlted/States
patent maybe the subject of
binding ar~ifriJtionunder

Section 294.

patentability which he submitted to the
U,S, Patent & Trademark Office,

. Rut the express language of Section
13S(dl provides only that the Com-

~.rnis~ioJ1er is not precluded from detoel"':'
mining pat:entability. It does not preclude
an arbitrator from making such a deteT::"
mination subject to the Commissioner's
review.

Arbitration of patent i..ue. may be
. possible even apart from Section 294. II
the arbitration arises.uttt of a contract dis­
P'lIte (e..g."whetheror. n(lt n)ya1tiesar~'
due unde-r a patent lkensc agreement),
validitv may not be in issUe and Section
294 may play no role, e.pecially if the
contract Umih the aTbitrator's powers in
this regard.'" The Court of Appeals for
tho Federal Circuit has endo"w a district
cO,urt's chari:tl"t,,~rll'.a.Lian of the ~,rbitrator'8

powe",
I' 'Th~ court holds that the arbitratprs
in this ca!:le did not imperfectly execUte
their powers by ~fUSing to invalid.Ie
Wrighl's patents, The arbitrators'
Npowers" in this cas~ w\"tf,,"! derived
from th~ agreement of th~ partit\'s and
the governing: fuuecal1a.w, ThOSE:' pUw­
t!r:s WeJ'c Hl'nited prinn);iily to constrn.;
inS.pitt' (,:Ollll'ael betweentht~ parties to
detennint" whether or not certi;linicch­
t\ology camt' within the 5COpt'> of the
parties' agre~mt'nt.Th~_ arbitrators did
not have any power to invalidate
patt>J',ta, since t.hc partie~ nevar agreed
to 'arbitrate the' validity of Wrjght'~

~l.tcnts,nor dul;"!j. ffederaI law give arbi­
tralors an independent rCiw~r (0 i.nval­
idate p~ltents.'Ii2.:;

purther,if a patent l!:i'(iuc hi a~cn.."lble

ttl Il'::iolutlon in il-non-f~:lal"al-forum,s'llch
as « ::;tnt~ Cl"Jt1l't, then it !ol.hould also 'Of:'
SUbject t(.ll"~')lution by arbitralkm wholly
i\JA1.rt _rromSe('tkm 294. For (::>x;-lmple, in a
disputcns to wheth~r a state co,lrt W;l!;
the proper !(,lruItl to dt"'cide "rights"
betwt:"€"n thr' p~lrties·tu .i:' poi1lcnt and how
thl~e right~ reI,ate. to tht: p(Jrti4,~5' fimmdaJ
ri~hts and obhgf'lttOl\S under tl purchase

. agreement, the Court of Appeals for the
Fl""dt:;tT.'l·1 Circuit affirmed a district court's
decision to dismiss fOT lack of subject
motter jll rl'didion undor 28 U.S,c. §
1338(a)."· Tho court "f .ppenls f"und th.t
..In'evaluation of the validity or "true"
value-ot the patent would be only an ele­
ment of a d~ft.'I'Ise- h1 thecontraC'1 ilction
and held that

"th(/' fact that p'dt~nt ~ssues ar~ relevant
under ~tah.' cnniract law to the resolu­
tion (.If a ('ol1tract dh;put..~ 'Cilnnot possi­
bly ('(:Invert a ~uit for breach ut ct..lIltrH('l

into ono "arising under"' the palent
laws as required 10 render the jurisdi~·
lion of the district court' based on sec­
tion 1338: "i>

Howcvt1r, Additive CpntrtJls &
Measurements Sys. v. Flo",dafll," held thai,
in the context of a stalc law business dis­
paragement claim origin.lly brought in
.Iole court. the dispute belonged in feder­
al court because plainliffs right to relier
necessarily depended on resolution or a
substantial question of patent law, viz.
the- falsity of defendant'snccusations of
patent infringement. In Additi1Je Controls,

. the Court of Appeals for the Federal
CirCuit distingUished other opinions on
the ground tJ:lat in those (:a~s plaintiff's
righl [0 relief did not depend upon reiO­
ludon "f ••ubl;lantiol qll....tiun uf plOt.nt
law.

The net of the Federal Circuit Opill~

ions discussed above is that-in light of
lhe recent trend en,ouraging arbitration
in fields previouslyresarved for res,-')h.~~

tion in the· courts, the lack of express pre­
emptive language in thE' $-ta tlJt~ 01' legisla­
tivehislory of 35 U.S.C. § 294, and the
5upr~,..,e Court's willingness to allow
parties to d,OOSC the Jaw

,- governing arbitrati.on,and
absent rortttactual or ~tatu­

tory limitations 10 Ihe con­
trary-issues oj patent
validity, enforceability and
infringemont may be sub­
ject· to binding arbitration
outsid~ the scope "f 35
U.S.c. § 294.

C~Pyfl9ht Issues

Allhnugh Congress h~),8 authorized
arbiU'3.11on for patent c,li:$putes, it has not
donese for copyright di5putcs,~ Never­
theless} copyright lkenae agreements milY
pt()pcr~y providt" for bilunng arbitration
of dlf:lputes arifli.ing 01,.lt of the agreemeI'lt.
Th~$c agreements hnw~ h~(m challenged
under 28 U.s.C § 13:'18(a), which gives
f~i~r~T·district courts, ./original jurist.He­
tion" 0.'[ actions for copyright infringe"
me-nl as wen as for patcntinfringem€'l"It~

In ilddition, illS was the C'a~ein patent dis­
pules before 1983, it has been argued th.t
public policy prohibits the submission of
cupyrlghl claim' t" arbitraliou-<>r at the
leastl prl?dudcsarbitrators from deter­

.mining the validity of copyright~. Theo~

arguments h,1ve generally .not been suc­
ces.ful.

In Kamakazi MUflic Corp, v. RQ1,hirtf,
Music Cdfp.,:'j(J the Court l,)f Appeals
endul."~,,~d the arbitrabilityof copyright

;O~IS~P~U~TE~R~E~S~O=:L:-'U~'T:::I~O:::N:-J'::O~U~R::'N::A':":"l~1":1
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Trademerk Issue,

In rontrast to patenl rights and copy­
ri~hts, rights in p trademark in the U.S.
nnS"e primarily under the common law as
the result of appropriate use of the mark.

. Such rights may be augmented by regis­
tration pursuant to the rederal
Trodemark (Lanham) A<t of 1946, or by
registratiun pursuant to one or more state
trademark acts, or both.

Th~pourt.of appeals
held that public
PQlicydoes I)ot
prohibit the
l$lJ~l'I1issionof
~opyri9ht

infringement claims
to arbitration.

--=-""~....,.-.-.-----~------.
infTingcn'tt!nt dclimswhel'e! c()p'yTi~ht pte<'luded arbitration of disputes over the ~.

validity was nut in issue. Karnaka,i sued validity of a copyright. 'if
for copyright infrinKement after a Iken5<' The Court of Appeals fur the Seventh "!jj
had expired. because Robbins continued Circuit T=jected this a~gumentwhere .::t,
to print and sen the copyrighted works. validity is at ;$."ue in a contract dispute ;1'
Robbi"s contended that Karnaka,I's suit .noting that "a dispute over the terms of ~ .,~
was fur breach of contract and the district copyright license is not deemed to arise .~
court lacked jurisdiction. In the altern.· under the' Copyright Act" because it is '.
tive, Robbins sought arbitration pursuant "to" remote from the federal grant (the
to the license agreement. The district copyright)."''''
court ruled that the suit was for copyright The court stated that because th.
infringement and the court had jurisdk- arbitralion of a dispute involving an e<;<l­
tiOI\, and ('Ird~ed theca5ie to arbitration. nomic' monopoly· (i.e'., antitrust) was not
Thereafter, the arbitrator rendered an com;ide....-.d a lh"eal to public policy by the
award In favor of Kamaka:.d, bClsing hh, Suprcm.~ COLlrl_ the arbitration of a di~­

remedie; on lh,,~ U.S. Copyright Ad_ i.e., pute ltlvo1ving a considerably less dan..
statutory dan'u~ges'and attorney's fees. gerou5 l~g~l monopoly (i\e.1 copyright)
Robbins appealed to the U.S. Court of that could easily be ci.-cumventcd by the
Appeals for the Second Ci.-cui!, arguing creation of close substitutes presented ."
thot the arbitrator had. ",.ceeded his even less of a threat 10 public policy.
authority ill applying the Copyright Act Also, th" public policy danger was fur-
in the arbitration proceeding. ther lessened by the fact that the ded-

The Court of Appeals for the Second sion. of arbitrator9 are hinding only On
Circuit made it plain that the Claim sent thfi!: partil?s involved (It'ld have no value as
to arbitration was for copyright infring.. a proccdent. Finally, and of special inter­
ment. Tn ~Ithp. circumstances of this case, est.. the court noted that the danger (If
the arhitrAlor had jurisdiction to make an monopo1y is "mgre acutely p0ged by·..·

. award under the Copyright Act." and patents:' yet Congre•• had passe., 35
"the arbitration clause was broad enough U.S.C. § 294 expressly authorizing the
to encompass Copyright Act claims arbitration of patent validity issues.
which required interpretation of the <'On- More recently, in an action involving
t~act."Jl multiple claims of breaeh of contrad and

The court of appeals held thatl?ublic copyright infringement, the Court of
policy doe. not pr"hibit the subml.sion Appeals for the Fourth Circuit held that
of copyright infringement claims to arbi- the Federal Arbilration Act requires that
tration. '~The only 'public interest' in a the ·non-arbitrable iSfloue (accurding to the
copyright dilim concerns the. monopoly arbitration agreement> of the royalty
lcreated by] a valid copyright."" How' amounl be separated from the arbitrable
ever, the court did not have to face that i.sues (which il\ciuded copyright
issue_ because. the validity of the copy- infrinp;emelll, consptracy to commit copy­
rIght wat=. not at issue in the arbitration. right infringcment l fraud ant! RICO
(in facl, thi~ j~sue wa~ decided by a ~,.H~.. cla.ims), and that li1igaliol"l should be
trlct court.) Without any such publi(; ·poli- stayed pending sud\ i3:l'bill'ation.~ .
c:y l.:llm,:t.!rn ihl,~ I,"nurt of appeale- !l1und I)() Public policy i8 not likely to continue
reason to pT\lhibit the arbitration of (:(Jopy as the primilTY (:onccrJ\ in copyright
right infringement_ Thus, Kamtlka::d left validity arbitration ca$CS. Il is more likely
opt!'n the qllt:'5ti(n~ ~")f whether the validity thaI nlture dpcisions regarding the arbi­
of a copyri~ht I. arbitrable. Irability of copyright validity issues will

In Salladay EtIE!,tiug POf;1 Co, v.. dept'nd upon the manller inwhic:-h the
Rwnblesfllt Preti-';;, 1m: ...""" th.e Court of court~ (;'h00~e to interpret the arbitration
Ap~.M.I~ (or the Seventh Circuit hpldthat clause.
an arbifr.ah')or may determin~ thli' v,fIlidHy
of a ,'npyright when the issue ~rises in a
copyright license lawsuit, AftE:'T the Ji('~:"'ns·

ingag(i;.~('!mcmt between the two parti(t$
had expirl'>d., Post filed an actiOI~, charg­
ing eopyrighl Infringement and seeking
arbitI'atior't. Rum-bloscat argued that
post's copyrights were in valid and
opposed .rbitrati"n on the ground that
Congrel:is' d('fisi\')n to give federal Cf"lVrtS

exdusi VE' juri:;ciiction, over copyright
actions in 2~ u'S.c. § 1338\a) Implicitly

~ 12 JULY 1~~~
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OK to mB. Let's run it by the
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subject to an arbitration agreement. The
court distinguished Wyatt Earp by notlog
that, in contrast to Sau(lf Susan, the Wya1t
EarJ1lic;:en..<;.ing agreement ·containins; the
arbitration clause had expired, and tile
acts complained or by plaintiff had
occurred after the expiration date~ The
COlu't took inw consideration dC(ision~ of
the U.S. Court of Appeal.- COT the Second
Circuit favoring a morc libr.ral construe--
Hon of arbitration agreements.. and on
thiS basis, Was not persuaded by the dis-
tinction between tort and contract law
expuunded in Wyall EaTp~ Signifkantly,
the courl noted that Saucy Susan did not
argue that public policy weighed against
arbitrilting claims of trade~ark infrh\ge-

'mentand unfa~r competition. At the same
tim€', the district court stat~ that "it docs
not appear that an agrl;?ern(~nl to ..1I'bitrat~
future dispute. would thwart Con-

.Srt~S5ional p{)licy:'~1) As a ,result, the dis-
trict court decided that the trademark
issueswcrc: arbitrablt;> underJedc.rallaw.

SubsequelttIy~ in Harrl/!wv()d ItJdtlslr;cs,
1m:. v. CaJdwdl, adi~rkt court in Illinois
"mbr"c£d the older view .md dedded that
trad~mark infringement claims-were not
"rbitrable." HOIl'ewood .ued Caldwell
for trademark infringement, unfair com~

petition end patent infringcn1:-nt at!er
rion\E'wood had terminated a franchIse
Il§reement betw~n the two pi9rties, and
Caldwell had continued to pmmute the
trademarked and patented products.
Cclld w~ll moved to cum pel i:lrbitration
p'ursuc1.nt to the laws, of Illinois under a

ptovision ill the fraIlI.:l1jsl~ a~re.e.n",'",e.n",t",.~~~~~~~~~~_:::

DISPUTE ReSOLt)TtDNJDURNAL 13

.It appears tI,at trademark
iss""" are arbitrable, depend­
ing upon ho",~ llenerously the
courts choose to interpret the
arbitration agreement and
related statutes. Given the
courts' current attitudes
toward arbitration r and
a~urninga broad arbitration
dause it> effect al the lime of
the dispute. trademark claims
based on or iSSUeSilr1sing out
of a license agreem"nl. rather
than f"de,,1 trad"mark
stalute, would Iikcly~be arbi- '~~,'
trable-notwithstanding older
authority to the amtrary. The
.ame may be COncluded with
respet.'t to all is~ues arisl11g in
a trademark dispu te even
without n pre-dispute arbitril-
tion provision.

Ono case in which arbitra-
tiO.!l was denied is Wyatt Earp
Enter"rit;(:.'!:l v. Sl:,(,~krnau, Iac.3ti In this case,
Wyatt Harp claimed trademark infringe-

,', ment after the, expiration of the li~ensc

agreement between the two parti~!:.

Reflecting all inhospitable ,·iew t"wa,·d
arbitrpUon, the district -court interpreted
the arbitration cJfluse to apply only to
coI'ttrncfdi~pt1tesarising CiT(!Clly ()ut of
tlle licl:!'nsingagrecmcnt prior'tu itl:::i ex-pj..
J'~Uon:

....Whcth("r or not defendant has COOl'"

peted unfairly with tl>e plaintiff pre­
scmts an issue far transcending one
merely 'arising out or or relating to· the
contract between the pnrtic$, and 'it is
inconcei,rablc that they intended such
a dIspute to be s~ttlcd byarbitration,":I?

Consequently, thl:' court decided that.
becaus~ the- claim was a tc,.-,rt ce,u!;.c (')f
adion Tather than i:l contract dispute, i(
was not (overed under th(" arbitration
agreemt!nt.

Three years later, the- ~ame diotrict
c(mrl (but'; dirkr"nt judge) distinguished
YY:tlatl F.arp. In StW(V Susan Prudw.'fS, 1m:.
v. Allied Old Ellglish, IlIc./' the COllrt ruled
thai dj!ljputes involVing trademarks and
trade n~mcs were arbitrol'lbl('.. Allied had
l~omme:nced i:lrbllration proceedings.
against Sallcy Susan. Promptly tht!reafter
Saucv Su~'}n commenc:~d an action in th~

district cuurt agclinsl Allted·fur traderoflrk
infrin'gC'rncnt and unfair ('ompetition.
Allied moved '0 Sl(1Y th~ districl('('lUrt

.flclion and to compel ~lrbitration.

°n,e di.trict court rulod that the trmk·
.mark l'Ind unfair comptttitinn issues wen'

.._... ".'
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". AAA Rules.a(lelProcedures For Hal1pllng,_
::Intellectual ProP~rlY.' ~iises' .:·i:~ :'-:':

D he use 01 altemativlldis~r8llOIution (ADR) processes .'
'" in resolvi!\g intellecllial proPertY disputes is increasing .
'. 8$ teelInOlogy raPidly adValIces and businesses strivll
:<,'.I)r gtobal.manufa<;tllrin9·and,~~tlngadval1ta~....;.., ....:' , , ,
;~:',t..ADR melhcds have provenj,sl'liCull.rly efIectlvElln tM com,..
.:rpieX; fast.paced envtlOnmeii!:.9f .hi{j"'1echnclogy, entertalnmenl :.
· ;··and inlonnllllon indiJstries,' ""'::':;":'-':''':;'':':'':''':. ;..;..::-,.".".,:\.: .. ,:c,""'.-::''',,· . "
· . 'Partlel!'to theSe dlsputSS·I.oak lO'the rUles' and procedures .... '

.::. developed by the American Alt>itrallon Assooialiollior Ihe :., . .
.: administration 01 in\lllleetuaf):iropeJty disputes, .Including thei<:. " .

" Patent Arbitration RUl8$,·1I1e Commercial Arbitrallon and.:·.:·,
Mediation Rules, and the SupplementarY Pro<:edures lor Large, .

· Complex DiSputes. .. ....,.,'......... .' .. .
". . In addition to panelists. with Inteilloet\lal property eltJl8rtis",:... "
· on the AM's commercital panel; the' select, nationwide paner ::" .
for the AM's Large. Complex' Cas"p~ (LCCP) h8$ 46 .

· arbitrators and mediaiors :speclalizirig:in ·the field of intelJec..· ..
tua! property. Thelr 'backgrounds and·.profe$$lonalexper!&n~.
cover such areas 'upatent and trademark litigation. tr...de "..:' .

·secret, copyright law,compf$lf tEleh!'lQlogli and l:OfItraet issUes;
· 'oopyright and tr1ldemsrk registratlon.and licensing, Iortiigo,.<.:..: ..
· patents, data rlghts,lloftwsre .protection, and.1ranster. of.intelo .'''''..

•. 'Ieclual PrOperty. rights. The panelisl$.provide .technlca/.e~,.::
.:in such areaS as dallo communiQallons, computer and com". .

. plMr peripherals•.medlcal devIces and technology. :mic)'oCirQul!
:·andrnicrocomputer hei'dware~AI' LooP'panelists also partiCi·..'

.pate in special trainil'JllIn tl1e ,Db)llcliv8S. plQ(l9dures. iSsues. .
.. ethics and skills involved In managll'Jll a lsrgEt,compleX arbi-
· tratioR or mediation. . ",' ':';,:;;.\:.<:;~::'" "1' .' ," ':"'~ .•

There were 13,192 busiriess diSputes flied with the AM In .
1994, with Claims and counlerclalms reaching $5.1 billion. This ..
includes 394 Pal","t, Heensing, trademark and computer cases
with claims and counterclaims totalling $881.3 million. •

Ilom("wood oppos..u, <"ntending that th~

federal c()urls had origini':ll jurisdiction
over federiJl trademark and pa:t~nt issues.

Thus. 10 y~ars befort> Section 294
bccan"le effe-edvc, the C(J\Jrt held that
claims for infl"iE\8~m(mtof" ffildl1'raUy"reg­
iSlt:'red trad~n'lark (as weB as patent
claims) Wt'TP nOl arbitrable b~ause the
jurisdiction of the district CQurts over i;\

caUSE of action .arising under 'the fedt!ral
trademark (and patent) laws was exclu­
sive pursuant to 28 U.s.C. § 13:18. The
Homewood court did Tl;:cogni:lE:>, however,
that l:mder somt.) circumstances arbitra­
tion might be appropriate:

"However, should it develop from
fll!ure pleadings and/or pre-trial dis­
('ov~ry that the instant action is in rcal­
ltv ::Ill action on the franchise
Agret!rn~rtt, this Court does not intend
th.t this ruling should be a bar to arbi­
tration if arbitratiun is appropriate."41

14 .JULY 1~!;l~

In U.S. Diversified Illdustries, I/lc. v.
Barrier COllUngs ClJrporation.42 an action for
br~ach of contract and trad~mark

infringement, defendant moved to stay
proceedings in court pending arbitration.
The arbitration clause was broad~

., 'Any dispute arising Ilereunder shall
be settled by arbitratiun . . . "c<Clrding
to the commercial arbitration rules oOf
the American Arbitration Association
and any award therein may be entered
in any court having jutisdicUon.' ..

Til" di.trict court found that th~ trade­
I, mark infringement issue was within the

,",ope of th" broad arbitration agreement
and granted def"ndant'. motion.

The fon~going authorities center on
the effect of an arbitration clause in a pre­
dispute agreement and manifest the need
for care in draftinll such clauses to effect
the partiesl intent. The issue not yet
definitively resolved is whether or not.
naked claim for trademark infringement
under the Lanham Act is properly the
subject of binding arbitration. In 1Ight of
the rec:ent judicial trend, the answer is
likely to be in the aliinnative.

Fed.ra' Antitrult and lklcurtties Laws

The mort:' reccnl decisions COI'lt"erning
the arbitrability of iso"". under U.S.
antitrust laws and securities Inws are like­
ly to weigh heavily it'J. (ulUre dE"Cisions in
favor of the arbitrability of intellectual
property i~stles. As with intellectual
property claims, United States courts
unc:c generally held th..,t daims arising
under the f~dcral antitr'ust, seruriti~5,and
RICO L.,ws were not arbitrable for public
policy reasons.4.3 Recent Suprl?me Court
dec:isivns, howevt"r. have rejected pUblic
policy as • justification Inr holding feder­
alantitnn..t, Acc:urities, and RICO claims
T\onnrbitrablf7:-i4

Tn Scirerk ·v. Albart(}·Crtlt'l'r Co.,oS.:; the
Supreme Court upheld the arbitrahillly,
with respect to an international arbitra..
tion agree-mentl of claims bi1$M on allE:'ga­
!ions of fraudulent representations as to
the status of trademarks, and arising
under Section IO(b) of the Seeuriti~s

Exchange Act of 1934. The court found
lhat public policy mandat~s this result
because without a 1I('(mlractual provision
specifying in advance the forum in which
disputes .han be litigated and the law to
be applied," Ihe "ord~rllne•• and pr~­

d ictability essl,;~ntial to any international
business tr,fl:n~acUon" would ~ impossi­
ble to achievc.46 The diSSent rej~red arbi­
tration for $eclion lO(b) on ot.tulory and
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ubli< policy grounds. but interestingly,
1'tat.,d th.t "lilf a '1uestion of trademarks
~ere the only one lnvolved, the principle
of Th- Er"me" v. Zapatl1 Off-SllOr. Co.p
(favOTmg,!,mtm .ele.;tion): would be con­
trolling, I.e" arbltrallon would be
alJowed.4~

In Mitsubishi," the Supreme Court
held that public policy <lid not preclude
arbitration of a dispute ari.ing under the
United Stotes antilrustlaws, at least in the
inlernational context. The Mihlllbishi court
did not address the arbitrability, In the
U.S.. of domestl<: antitrust claim!:i. This
left al le".t tltr"e pubHc policy-based
issues unresolved: (1) whether Ihe aVl>il­
ability of treble d~lmages in dome~ti(,~

antitrul:it action~ would preclude arbitril­
lion; (2) whether upholding pre-dispule
a.gra':m~T'lts to arbitrate domestic:: di~putes
would violate public polley; and (3)
whether lIthe pervasive public interest in
enforcement of the a.ntitru~t laws/' and
previo\lsly uniformly f<,lIowe<l by tile
Courls of Appeals, would continue to
pre<.'1u~earhltration of domestic antitrust
claims in gll?n~ral Each of these questions
ha. heen addressed by U.S. courtS.

.• Treble Damas... In Mitsubi,/,i, the
Supreme Court ruled that, even with 1),.
availability of treble damages, interna R

tiona1 antitrust claims were arbitrable. .
The court emphasized the compen5l>tory
function of treble damages in antitrust
C"$~S over the penali.'l:ing and deterrent

'function of ,;uch damages. Thecou:rt c()n~

c1ud"d thai ".0 (ong as the prospective
litigant effectively may Vindicate its slalu­
10ry cau5€ of action-in the ClrbitralforuJll,
the statute will continue to serve both il~
remedied and deterrent (l,u\clioll.5(l

In lCJh.~r decisions, the Suprem't~Court
and lIthct courts. hnvc extended the rea­
,fooning of Mil..mbi~hi to the dom~tk con­
t(~l(l. In McMillIon, th~ Supr~me Court
,f'Iddres5't"J the a.rbitr~bility of ~ RICO
d~im. in light of thetrehlc damagt:""Sf.lvail­
..'),ble under RICO. Th~ rourt found noth­
in8 in the IUCO statute or legi.latlve hi.­
tr.)l"y ~xdudit'J8 RICO clc1imsfrom the
Ft""dcral Arbitration Act. The court
1t'l\'oked Milsubislli and 1'(!jected tile con­
tenlion thai public policy preduM(I arbi­
trating RICO claims. The court noted that
the RKO treble (Iamalle. provi.ions were
modeled on the antitnJst statutes and saw
no reason to preclude an arbitrator from
awarding freble dilmag~s., 01' to allow the
treble <lamages provision of RICO to pre­
clude arbitration of RICO daim•.

Trebl~ damages appc~1r to b.;:o "JrbHra­
.bIt:.> in domestk i:Hnilrust arhitratiolls (:I~

well. In ~'rr-McG,:-t" R~~finiltg CtJrp. v. MIT

Future arbitration
decisions regarding
the arbitrabilitv of
copyright validity
issues will depend
upon the manner in
which the courts
choose to interpret
the arbitration
clause.
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The issue not yet
definitively resolved
is whether or not a
naked claim for
trademark
infringement under
the Lanham Act is
properly the subject
of binding
arbitration.
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Seventh Circuit staled that lIit seems tate"J th:"lt the nn~~t~laimsof appel~ 'f~",
unlikely ~fter McMahon that the ~rinclple are subject to arbItratIOn.'" ,ill
.of MUsubishi ca.n be confined to mtcma.. Each of these opinions acknOWledges :~~
tional tratlsat;tions.H The Court of the arbitrability of pre-dispute agree. .'~
Appeals for fue Eighth Circuit has stated menls to arbitrate. rendering public poli- :':'4~
that MUsubi.hi and McMahon "may indi- cy grounds for precluding arbitration of :f~
eptc" that antitrust clah~s can be made domc5tic: antitrust issues moribund .;:~~.
the subject of arbitration between aWee- Accordingly, it is likely !hal in Ihe tutu;'" .').
ing parti""." The diSsenl waS more out- cuurts in the U.S. will firid dom'8ti~
spoken, stating that McMahan and antitrust claims arbitrable. •
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Drafting for Confidentialit}T,
Arbitrabilit)T, and Enforceability .
in Intellectual Property Agreements
(with Form)

by David "w, Plant

"ADR" refers to alternative dispute resolution; "Ip," to intellectual property;
"AAA," to the American Arbitration Association; "ICC:' to the International
Chamber of Commerce; "WIPO," to the World Intellectual Property Organi­
zation; "CPR:' to the Center for Public Resources ("CPR") Institutefor Dis­
pute Resolution; and "The New York Convention of 1958," to the Convention
on the Recognition and Enforcement of Foreign Arbitral Awards, June 10,
1958,21 U.S.T. 2517, T.I.A.S. No. 6997, 330 U.N.T.S. 38.

A. Introduction

1. Alternatives to conventional litigation can be advantageous in protecting
.confidentialinformation. Variplls techniquzs, when used under the proper
circumstances, have proven effective in this reg~rd. However, a technique
that is effective in resolving the underlying dispute may not necessarily
provide long-term protection of confidential information, and thus in this
respect may not prove advantageous over litigation.

Davici W. Plant is a partner in th~ New York Citylaw firm of Fish &: Neave. He is a member of
the International Trade Commission Trial Lawyers Association and a member of various
panels of neutrals.

A complete set of the course materials from wllichthis outline was drawn may be pur­
chased from ALI-AQA. Call 1·800·CLE-NEW5. ext. 7090, and ask for 5841.
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2. Similarly, a technique that offers some protection of confidential informa­
tion may not satisfactorily resolve the underlying dispute. For example,
when consideringarbitrauon as the dispute resolution process, you must
be concemed about what issues (especially intellectual property issues)
may properly be arbitrated and whether the award may bee~forced. If
arbitrability and enforceability are not ensured, investments ofresources
in arbitration may yield disappointing results.

(
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B. Confidentiality

1. Confidential information may include substantive information on technol­
ogy, manufacturing recipes and processes, ways of doing business, cus­
tomer lists, financial information, business plans and strategies, and the
like. It may also include the fact that a dispute exists, its subject matter,
the status of the dispute, and the terms on which the dispute was re­
solved.

a. The advantages of ADR in protecting confidential information vary
from technique to technique.

b. Understanding those variations will go a long way in helping business
people and their counsel select and implement an appropriate process.

2. Adjudicative Alternatives to Litigation. In adjudicative alternatives to formal
litigation, e.g., arbitration, proceedings through filing of a final arbitral
award may be confidential. This protects the parties vis-acvis the general
public, but it does not inherently protect one party's confidential informa­
tion from disclosure to another party to the proceeding. On this score, a
stipulation between the parties, or an order from. the tribunal, or even an

. order from a court in an ancillary proceeding will be necessary.

a. Whether such an order may be issued by an arbitral tribunal is not a
certainty. The parties must be fully aware not only of the institutional
rules under which they are arbitrating, but also of the arbitral law gov­
erning .the proceeding. For example, for institutional rules:

i. Article 52 of the WWO Arbitration Rules provides for a relatively
elaborate procedure for protecting ~onfidential information, including
in exceptional circumstances the appointment of a "confidentiality ad­
visor:' Also, Articles 73-76provide for the confidential treatment of all
aspects of an arbitration.
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ii. Rule 17 of the CPR Rules For Non-Administered Arbitration of Pat­
ent and Trade Secret Disputes contains detailed provisions regarding
confidentiality. includin~auth()rizin~the tribunal to. issue an appropri-
ate order (Rule 17.6). ..

iii. Rule 33 of the AM Patent Arbitration Rules provides only in terse
terms for the issuance by the arbitrator of an order to protect confiden­
tial information.

iv.Rule34of the MACorn.mercial Arbitration Rules appears to autho­
rize .the arbitrator to issue an award "to safeguard the property that is
thesllbject matter of the arbitration."

v. The current ICC Rules of Conciliation and Arbitration are silent on
this subject, although they may soon be revised in this respect as well
.as. others.

b. In addition, regardless of the provisions of the applicable rules, the
cultural or experiential background of the arbitral tribunal may playa
decisive role in resolving the question of how far the tribunal wiII go in
endorsing a protective order. This is especially true in multi-national
and multi-cultural arbitration.

c. Importantly, post-arbitral proceedings often leave otherwise protected
information vulnerable as far as public scrutiny is concerned.

i. This is true because to enforce an arbitral award against a recalcitrant
loser iris necessary to go to court to seek a judgment on the award. In
doing so, the record of the arbitral proceeding, especially the. ""'lrd
itself and often the entire record. may not be under seal.

ii. Specific steps must be taken to seek protection from the c01.!rt in
which enforcement (or vacatur) is sought. This is not always available.

d. Of special interest '\oVith respect to patents is secti()1\ 294(d) and (e) of
the U.s. Patent Act (35 U.S.c. §294(d) and (e». Section 294(d) and (e)
require that an award in an arbitration pursuant to section 294 is not
enforceable until the award has been filed with the Commissioner of
Patents. This, of course, is not con.sistent with a desire to maintain
confidentiality.



e. Also of interesUs 35 U.S.c. §294(c). That section provides, subject to
agreement by the parties, for modification of an arbitral award 0' - .•

ent validity, enforceability or infringement in the event of a subsequent
judgment of invalidity or unenforceability with respect to the same
patent. Thus, a court is charged under section 294(c) with the duty of
examining the original arbitral award for purposes of determining
whether or not it ought to be set aside. This, of course, provides fur­
ther opportunity for public scrutiny of information the parties thought
was secure in the original arbitration.

(

\
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3. Also of concern is the prospect of a third party's relying on an earlier
award in an arbitration of a United States patent for its estoppel effect
under Blonder-Tongue Laboratories v. University of Illinois Foundation, 402
U.s. 313 (1971).

a. Additionally, a party to the earlier arbitration may rely on an arbitral
award for its res judicata effect in later litigation.

b. Here, also, you must ask to what extent the earlier arbitration record
and arbitralaward are entitled to protection.

4. Non-Adjudicative Alternatives. With non-adjudicative alternatives to litiga­
tion, the parties have far more control over their problem, its solution,
and how the procedure of solving their problem will be formulated. Criti­
cally important is the fact that no public tribunal need playa role in craft-

. ing the solution. The solution is customarily in the form of a private agree­
ment between or am?ng the parties. Usually, it needs no court
endorsement (although in the event of a breach, intervention by a court
may be required). An exception is, of course, a dispute embracing anti­
trust or other public interest issues that may require court review. But this
does not mean that all confidential information of one party or another
that might have bee~ of record in a litigation need be reviewed by the
court or otherwise made available to the public in connection with judicial
consideration of a settlement agreement.

a. Normally, iii non-adjudicative procedures (e.g., mediation), all discus­
sions between the parties, and among the parties and the neutral, are
regarded as privileged, i.e. within the protection afforded settlement
discussions. Also, frequently, the parties need not share with one an­
other their confidential business information, except with respect to
specific issues.
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b. Thus, non-adjudicative proceedings are much less likely to be the sub­
ject of public scrutiny, and are Jess likely to put confidential informa­
tion on the table.

5. Consider some specific situations.

a. Conventional Mediation. Customarily,. all communications between the
parties and among the parties and the mediator are confidential in me­
diation. This includes information shared in joint caucuses and trans­
mitted to the neutral in private caucuses.

i. Ordinarily, the mediator and the parties expressly agree at the outset
of the mediation that all communications will be confidential, unless
expressly agreed otherwise. Also, various organizations' mediation
rules provide for confidentiality. (E.g., Articles 14-17 of the WIPO Me­
diation Rules, Section A.7 and 8 of the CPR Model Procedure for Medi­
ation of Business Disputes, Rules 11, 12 and 13 of the AAA Commercial
Mediation Rules, and Article 11 of the ICC Rules of Optional Concilia-
tion.) .

ii. The normal aspects of the mediation process go a long way toward
insulating a party's confidential information from .disclosure to third
parties. However, it may not go all the way. If mediation results in a
re~olution of a dispute, th~.resolution and the factors that led up to it
may be the subject of legitimate discovery in ensuing litigation. But the
fact that this non-adjudicative process occurred is not in and of itself
likely to permit a third party to penetrate the immunity that would
otherwise protect a party's confidential information.

b. Court-Annexed Non-AdjudicatitJe Proceedings. Court-annexed mediation
and neutral evaluation proceed in the same manner as voluntary medi­
ation and neutral evaluation. The same safeguards obtain. Ind~ed, the
judge assigned to the case may not even know the mediator'sor neu­
tral's identity (but when the judge orders that a specific n.eutral be
appointed, the judge will of course know the neutral's identity). In any
event, the. substance of what transpires during a mediation or evalua­
tion •. is confidential and. is· not disclosed to the judge, except to the.
extent of advising the judge that the proceeding occurred, whether or
not the parties participated and the result.

c. Summary Jury Trials. In summary jury trials, the problem of confiden­
tiality is more complex because of the presence of the jury and the
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courtroom staff. Thus, this ADR ~echnique cannot be easily viewed as
consistent with the protection ofconfidential information.

d. Ex Parte Submissions to a Neutral. In actual practice; when each party to a
trade secret misappropriation and patent infringement disputehas not
wanted the other party to continue to be exposed to fresh proprietary
information of the party, the parties and the neutral (the author) have
worked out a procedure whereby the neutral received ex parte submis­
sions from each party on a confidential ~asis, with neither party being
privy to what the other party had submitted to the neutral. This in­
c1udedboth oral and written submissions. CPR's Mo~el Agreement for
Ex Parte Adjudication of Trade Secret Misappropriation and Patent Dis­
putes is based on this predicate.

6. Interested Non-Parties. Often overlooked is the fact that many non-parties
may have a legitimate interest in the existence of the dispute and its out­
come, whether adjudicative or non-adjudicative.

'a. Non-parties that may have a legitimate interest in theexistencEi of the
dispute are:

i. Parent corporations, subsidiaries and divisions;

ii. Principal investors and potential investors; ,

iii. Indemnitors and insurers;

iv. Vendors and customers;

v. Partners;

vi. Lice'lsors and licensees;

vii. Potential infringers;

viii. Government regulatory and taxing agencies;

ix. Creditors; and

x. Parties to similardisputes.

b. It is not difficult to envision one or more of .those non-parties applying
to a court for access .to an arbitration award, the underlying arbitration
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record, or a settlement agreement resulting from a non-adjudicative
ADR process. If the court grants the application, confidentiality may be
comp~olJ\ised.

C.Arbitrability and Enforceability in Arbitration

1. In disputes concerning international commerce, arbitration has many ad­
vantages. But arbitration is valuable only to the extent that the agreement
to arbitrate can be implemented and the resulting award can be enforr.ed.
A very important question in international cOffilJ\ercial arbitration is
whether an arbitral award will be enforced in all relevant countries, in­
cluding the site of the arbitration and c:ountriesother than the country
whose legal system governed the proceedings and the resolution of sub­
stantial issues.

2. The New York Convention. The New York Convention of 1958 provides the
structure to frame that question, but it does little to answer the question
with respect to the arbitrability of intellectual property disputes-~ partic­
ularly difficult problem.

a. The New York Convention establishes a unified legal framework for the
fair and efficient settlement of disputes arising in international com­
mercial relations. More than 100 countries are parties to the Conven­
tion, including most important socialist and capitalist trading nations
and an increasing number of developing countries.

b. The New York Convention focuses on two essential elements of inter­
national arbitration:

i. The enforcement of arbitration agreements and the enforceml''''· of
foreign arbitral awards. It applies to arbitral awards rendered it' any
country other than that of enforcement or otherwise not considered
domestic in the country in which enforcement is sought. New York
Convention, Article 1(1). However, under Article V of the Convention,
an appropriate court of a member country may deny recognition and
enforcement of a foreign arbitral award.

ii. Article V sets out seven grounds for denying recognition and en­
forcement of a. foreign arbitral award. New York Convention, Article V.
Two of those in. Article V(2) are especially relevant to arbitration of
intellectual property disputes. Under Article V(2)(a) recognition and

(
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enforcement of an award may be refused by competent authority (i.e.,
an appropriate court) in the country where recognition and enforc('­

. mentare sought if that authority finds that the subject matter in alS­

pute is not arbitrable in the country. Under Article V(2)(b), that author­
ity may refuse recognition and enforcement of an award if that would
be contrary to the public policy of the country.

iii. It has been argued that an arbitral award that cannot -be enforced
because of violation of public policy is also a matter that is not capable
of arbitration under Article II. See, Mitsubishi Motors Corp. v. Soler
Chrysler-Plymouth Inc., 723F.2d 155, 164 (1st Cir. 1983), rev'd in part, ';73
U.S. 614 (1985). When the chaIlenge is to the enforceability of the
award, the public policy ground is asserted after the arbitral award has
been rendered. Jay R. Sever, Comment, The Relaxation of Inarbitrability
and Public Policy Checks on U.s. and Foreign Arbitration: Arbitration Out of
Control?, 65 Tul. L. Rev. 1661 (1991).

c. Article V(2) is relevant to inteIlectual property disputes because signifi­
cant inteIlectual property rights arfi! granted, sometimes after examina­
tion, by public authorities. Even in countries where there is no exami­
nation, such rights are nevertheless granted by a public authority.
When inteIlectual property affords the owner the right to exclude the
public from unauthorized use of the·property, the inteIlectual property
is manifestly imbued with the public interest.

i. Thus, Article V provides courts of member countries grounds to
refuse to give effect to an agreement to arbitrate inteIlectual property
disputes and to deny recognition and enforcement of a foreign arbitral
award resolving such disputes-at least when the intellectual property
rights were granted by or registered with a governmental agency of the
member CCt..ltry.

ii. As a result, there is troublesome uncertainty about the arbitrability
of disputes where inteIlectual property rights are at issue-especiaIly
_when different rights granted by different authorities are concerned.

3. Rights in Various Countries. New York convention countries have applied
Article V(2). to inteIlectual property rights such as ownership, validity,
infringement, and licensing with various results.

a. Trade Secrets. Disputes regarding trade secrets, know-how or confiden­
tial information are proper subject matter for arbitration in virtuaIly all



1997 INTELLECTl:AL PROPERTY AGREEMENTS S9

. member countries. Ordinarily, these rights do not arise out of public
registration or examination.

i. These disputes are usually private in nature, arising from breach of
contract or breach of a duty of confidentialitypetween private parties.

ii. However, if injunctive relief is sought in a trade secret action, as is
often the case, the public interest will typically be involved. In this
situation, parties to the dispute must be informed as to the propriety of
an arbitration tribunal awarding that reli~f.,.,both i,I:lthe country of the
arbitration and in countries where a party may wish to enforce the
award.

b. Licensing. GeIl:el'ally,.disputesaffecting licensing 0l'0ther contract rights
in which only damages are .claimed may be referred to arbitration. Con­
tractual disputes between parties to an intellectual property agreement
are typically arbitrable provided that resolution of the dispute does not
affect third parties. Questions of interpretation oian agreement, breach
of the agreement, and amounts owed under the agreement are arbitra­
ble. This in.cludes most disputes that may arise in relation to the licens­
ing or other transfer of intellectual property rights, in.cluding royalty

.disputes, between private parties. However, resolution of a dispute
over the validity of a licensed patent, for example, may not be arbitra­
ble in many countries, and thus an award purporting to resolve such
an issue may not be enforceable.

i. Alicensing dispute to which a government is a party requires special
consideration. Concern for the public interest may be heightened when
a government is on one side of a dispute.

ii. Finally, when injunctive relief is sought against a licens.ee in default,
the public interest (as in the trade secret situation) may affect both
arbitrability and enforceability.

c. Ownership. When an intellectual property right is granted by or regis­
tered with a public authority, questions concerning ownership of that
right may embrace public interest issues. Thus, the arbitrability of
questions concerning ownership of an intellectual property right has
been treated differently in different countries. When the intellectual
property right at issue is not registered with a public authority, the
issue of ownership may be arbitrable if it is not otherwise affected with
,the pU1:>lic interest.
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d. Scope and Infringement of-Patents and Trademarks. Questions concerning
scope and infringem.,'l( of intellectual property rights such as patents
and trademarks often include matters extending beyond the private
interests of the parties to the dispute. Thus, in many countries, dis­
putes over the scope and infringement of a patent or trademark are not
proper subjects of arbitration. Disputes over the· scope and infringe­
ment of intellectual property rights that are not registered with a public
authority are arbitrable if the public interest or public policy does not
mandate otherwise.

e. Validity and Enforceability of Patents and Trademarks. Questions regarding
the validity or enforceability ofan intellectual property right such as a
patent or a trademark is a matter in which the public has an interest.
When a competent court decides that a patent or trademark is invalid
or unenforceable, the pertinent official register reflects that decision to
provide notice to the interested segment of the public.

4; Suggested Contract lAnguage. In countries where the arbitrability of'intellec­
tual property issues is limited, notfavored,or otherwise in doubt, the
prospects of enforcing an award that in fact determines only private, com·
mercial rights between the parties; notwithstanding an underlying intel­
lectuaLproperty dispute' may be enhanced if no purported determination
of any potentially· non-arbitrable issue is· made by the arbitrator..Accord­
ingly,the contract language appended to this outline may increase the
likelihood of enforcing arbitral awards relating to intellectual property
rights.

D. Conclusion

1. With ior\<'lght and care, you can adopt an appropriate ADR procedure
thatwill n()t only achieve the primary goal ofexpeditious and fair resolu­
tion of a dispute, but also provide reasonable assurances of protecting
confidential information.

2. What that procedure should be poses an interesting challenge that de­
serves your full attention.
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APPENDIX
Model InteIlectual Property Dispute ReSolution Clause

1.11Iis dispute is a privatecoIIllI\ercial dispute b~tween the parties and
affects international commerce.!Pre-disputeclallse.: Any dispute arising
hereunder is likely to be a private commercial di~pute betwe.en the parties
and to affect international· commerce.)

2. The parties agree that this dispute and alI aspects of this dispute shall
be resolved by binding arbitration ';Jlely for the rights of the parties with
respect to one another.

3. If the determination of this dispute necessitates the Arbitrator's consid­
eration of any issue relevant to the validity, enforceability, or infringement
of any [IPright) of any party wi.th respecttoanotl:ter party, the Arbitrator
shall have the authority to consider all suchissues and to express a view
on all such issues. The parties expressly agree thatthe Arbitrator shall not
have authority to declare any such [IP right) valid or not valid, enforce­
able, or I\ot enfor\:eable or infringed or notinfringed, provided,however,
ti:tat the Arbitrator may express anon-binding vie\'(' for the parties on
whether in the .Arbitrator's view a courtorother government agency of
competent jurisdiction would uphold the validity, enforceability or in­
fringement of any such [IPright).The Arbitrator shall specify {may state)
the Arbitrator's reasons. underlying that view. However, neither. the view
of nor the statement of reasons by the Arbitrator shall be regarded by any
party or any other entity as a declaration of validity orinvalidity,enforce­
ability or unenforceability, or infringement or non-infringement of any
such [IP right].

4. The Arbitrator's award:

a. Shall state what acts, if any, it party mayor may not undertake with
respect to any other party;

b. Shall be final, binding and effective only between or among the
parties;

c. Shall not be appealable by any party; and

d. Shall not be regarded or asserted by any party as having any effect
on any person or entity not a party. . .

.)
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5. The parties expressly agree that judgment based on the Arbitrator's award
may be entered in favor of, or against, any party in any jurisdiction that tJ- ...
Arbitrator determines to be appropriate under the circumstances, and each
party against whom any such judgment may be entered hereby agrees to and
shall make itself subject to the jurisdiction of any court in which that judg­
ment is entered.

6. The parties agree to incorporate the terms of the award into [an underlying
or related technology transfer, license, etc. agreement] as a binding amend­
ment to the agreement and enforceable as such, effective as of the date of the
award.
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ARBITRATIONAND lNTELLECTUALPROPERTY DISPUTES
David W. Plant
Fish & Neave

, l~ew York, New York
lune1996·

I. INTRODUCTION

Arbitration is an adjudicative process for resolving disputes. In lieu ofa

judge or jmy in a court ro01l1, one or more (usually, three) private citizens selected to

serve as the arbitral tribunal receive evidence and .hear argumentinaconferenceroom or

similar venue, and render a decision, viz. the award.

Arbitration may be binding or non-binding. Non-binding arbitration, while

adjudicative insofar as thesp~cific arbitration proceeding is concerned, may be part ofa

larger non-adjudicative process. Arbitration usually is the result of an agreement between

the parties, but it may also stem from an initiative by a court. (Courts usually order only

. non-binding arbitration.). Arbitration may be administered by an institution and subject to

the institution's rules, or itmay be administered by the parties themselves subject to rules

the parties create, or it may reflect elements ofboth. Even in institutionally administered

arbitrations, it is m·( unusual for the parties and the arbitrator to agree to depart from the

administrative institution's published rules.

An arbitrator's decision is embodied in an award. If a party is concerned

about collateral estoppel.effects ofa binding arbitral award or other adverse commercial

effects (e.g., revealing confidential infonnation or providing a road map as to how not to

infringe), a reasoned award may not be desired. Also, conventional wisdom in the United

~ David W. Plant 1996
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States suggests that a reasoned award may be more susceptible to modification or

vacation by a court than a bare "win-lose" award.

Because arbitration is usually the product ofa:: agreement betWeen the

parties (especially, binding arbitration), the parties can set the course ofthe proceedings,

agree upon governing law and applicable rules, specifY issues,fix time limits and defme

the scope ofthe arbitrators' authority. A full uJ'1derstanding by counsel and client, and

the arbitrator, of these dimensions and their implications is necessary to the efficient,

expeditious and equitable use ofarbitration.

The right to appeal a binding arbitration award is severely limited by

legislation and by judicial opinion. Under some circumstances in the United States, that

right may be modified by the parties, -. e.g., enlarged so that a court or another tribunal

may perform a more typical role in ascertaining whether an arbitrator's findings offact

are clearly erroneous or coriclusions oflaw are correct.

A fundamental requisite of arbitration is a seasoned arbitrator, available.

when needed, willing and able to move the proceedings forward. even-handed. and

dedicated to efficiency and fairness. Arbitration has sometimes received baa press,

occasionally because an arbitrator appeared to split the baby (an exaggerated impression

in many cases). But amore severe drawback may be an arbitrator's 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 ami severe
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conseque~ce). Fortunately, this(resultisnot at all in,evitable or even likely if the
",j'- ',' . - '.. '"

arbitrator is selected with care.

Arbitration,has prove(i to be practicable, and efficiently ,and effectively so,

in resolving intellectual property disputes. It hasbl:en utilized in lieu oflitigation world-

wi(ie, and in thl: United States,in lieu ofPatent Office adjudication. It can continue to

"Y.ork, especially ifcounsel and ,clients recognize thatarbitration not only ,can be,but

shoul(i ~e, tail.ored to.fit their specificneed§.

II. \YH:EN IS ARBITRATIONAPPROPRIATE?

Arbitration .ofint~llectual property disputes isappropriateun~er many

circumstanc.es. They include licensor-licenseedisputesijoint venture disputes,
, .

technology transfer (iisputes, infringl:mentdisputes and the like. This is true whether the

arbitrati011 is binding or non.binding.

Arbitration is not suitable in counterfeit situations or other circumstances

wher~ immediate injunctive relief is l1eeded,or in situations where a legal precedent is

necessary, or where other strategic considerations compel litigation.

In a doIJlestic situation, the local courts may be the preferred recourse and

may be wholly effective. ,HO"Yever, in an international situation, local courts mayor may

not be avllilable, and if available, judgments they render may notbe enforceable as a,

practical IJlatter.
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It is worthy ofnote that the World Intellectual Property Organization's

Arbitration and Mediation Centre in Geneva is currently circulating for coriunent dn!ft

rules intended to provide for immediate (i.e. "24 hour") interim reliefinbincing

arbitrationofinteUectuaI property disputes. Other arbitration institutions are also

considering this issue. It is likely thattheWIPO rules will be in place in 1997. Whatis

notclear is whether or not they will be utilized, and if so, whethefor not they prove to be

practicable. Clients and counsel should keep an eye on developments on this front and

give thorough consideration to utilizing the WIPO immediate interim reliefprocedure in

situations where it may be efficacious. Even while promulgation of the WIPOl"ldes is

pending, clients and counsel can use the proposed rules as a model for llie~ own

agreementproviding for immediate interim relief.

fubinding arbitration of international intellectual property disputes,

attention must be paid to whether or not the subject matter to be arbitrated is indeed

arbitrable, and to whether or not an arbitral award with respect to that subject matter will

be enforceable in relevant jurisdictions. In the United States, statutory authority pennits

binding arbitration of virtually aU issues relating to United States patents (35 U.S.C.

§294; also, § l35(d». There are exceptions, but they are rare~-althoughthe parties

themselves may agree to exclude certain issues from the binding arbitration. Judicial

opinion in the United States has assured that all other intellectual prdperty issues (e.g.

trade mark, copyright, trade secret) are also the proper subject ofbinding arbitration.

However, such overall authorization ofbinding arbitration of all intellectual property

4



C issues is plainly not a universal phenomenon. A~cordingly, clients and counsel must be

fully informed as to the Jaw and the public policy in relevantjurisdictions regarding

arbitrability of intellectual property issues that may, or in fact dO,co!1front them.

Thus, absent compelling commercial circumstances (e.g. the need for

immediate injunctive relief) or legal barriers (e.g. patent validity is not arbitrable in a

relevant jurisdiction), arbitration is abundantly appropriate in connection with intellectual

property disputes. Among its virtues, is the ability ofthe parties to select the arbitral

tribunal, the arbitral rules under which they will proceed, the schedule on which they will

proceed, the venue for the proceedings, the issues to be arbitrated, the power and

authority ofthe arbitrator and post-arbitration procedures.

Also, the New York Convention (The Convention on the Recognition and

Enforcement ofForeign ArbitralAwards,June 10, 1958,21 U.S.T. 2517, TJ.A.S. No.

6997. 330 U.N.T.S. 38) establishes a unified legal framework for the fair and efficient

settlement ofdisputes arising in international commercial relations. Approximately 120

countries are signatories to the New York Convention. The Convention provides a

vehicle for enforcJolllbinding arbitral awards that coun judgments do not enjoy.

Accordingly, it is attractive for nationals ofsignatory countries to arbitrate rather than

litigate international commercial disputes, because (assuming arbitrability and
. .

enforceability in the relevant jurisdictions) the arbitral award may be readily enforced in

signatory jurisdictions in addition to the jurisdiction in which the award is rendered.

5



Lastly, arbitration can and sh()uld be considered both before an intelleetual/

property dispute matures and after the dispute matures. Arbitration clauses in agreements

relating to in.tellectllalj>roperty transactions~e cOltlnl()nplace,especially in international

transactions. And arbitration after a dispute arises, ifproperly designed and conducted, is

often. a salutary way to resolve differences.

m. SOME CONSIDERATIONS WITH RESPECT to ARBITRATION CLAUSES

Arbitration clau~es in international commercial contracts, or in domestic

contracts, relating to intellectual Property matters are typically among the last to be

considered, negotiated and agreed upon.. Accordingly, such clauses oftens~er from

short shrift. While an arbitration clause oughtllot to be a deal breaker, a thorough ;~)

understanding of arbitrati()n and itsapplil;:abilityto the potential dispute can enhance the

prospects ofsettling on an arbitrati()n clause that effectively leads to resolution of the

potential dispute with a minimum of ancillary proceedings and a maximum ofsatisfaction

(at least with the proceeding itself, ifnot -- from the loser's perspective -- the o\.ltcome).

Post-dispute arbitration agreements standin vivid contrast to .,....-dispute

arbitration clauses in agreements with respectto which dispute resolution is a tertiary

concern. In post-dispute situations, the primary object ofthe agreement is tofaShion a

workable dispute resolution mechanism. However, because the emotional environment

may be super charged liS result of the di~pute having matured, negotiating a post-dispute

clause carries difficulties of its own.

6



fu any evellt,clielltsand counsel should have in mind points ofsubstantial

significance when negotiating an arbitration clause, whether p'ost-dispute or pre-dispute.

.. Some of those pomts are referred to below,·primarily in connection with binding

arbitration.

First, what rules are to govern the proceeding? This is' among the most

important considerations, because in pre-dispute clauses there is a tendency to use a

boiler plate clause that leaves to specified institutional rules the entire burden ofshaping

the procedure--from commencement of the arbitration through fmalaward.Thismay be

entirely satisfactory in some circUDlstances, but clients and counsel should be thoroughly

familiar with the rules invoked andthotoughlY aware ofwhattheyareagreping to.

Second, should the arbitration be administered by an arbitral institution?

Should it be ad hoc? Should it be a hybrid? For the less sophisticated users,

administered arbitrations probably serve useful functions. For the more sophisticated

users, it may be more appropriate for clients and counsel tofashion their own procedure,

rules, schedules and the like.

Third, what issues are to be resolved by the arbitral tribunal? It is

especially important to understand whether the arbitral clause is confined to contract

issues relating only to breach ofthe contract in issue, or whether the clause is framed so

as to embrace all issues arising out of any transaction related to the contract -- including

tort causes ofaction. It may also be salutary to.give thought to whether the dispute can

be resolved by arbitrating fewetthan all possible issues, thus focussing on a specified,

7



dispositive issue requiring less time and less expense forresolution than an all-out arbitral

war would engender.

Fourth, how many arbitrators should. there be and who should they be? A

seasoned, dedicated, even-handed, available tribunal is critical to the success of the. .

process. Thus, clients and counsel should consider assuming full control ofthe selection

ofarbitrators, leaving to an institution or other entity the po~er to select only in the event

of intractable disagreement between the parties.. Indeed, as the author's o~ experience

confIrms, selection ofthe arbitrators can be thesubjectofa separate mediation process

where necessary (e.g. two party appointed arbitrators can mediate with clients and

counsel the selection of the chair)..On thitscore, itis important toanticip~te the

diffi.culties posed by multiple party arbitration and the appointment ofparty appointed

arbitrators.. The parties should agree as to the alignment ofgroups ofpartiesfor purposes

ofsel~cting party-appointed arbitrators,or ifagreementis not possible, leave appointment

of all arbitrators to an arbitral institution.

Fifth, are party appointed arbitrators to be neutral and independent? In

international commercial arbitration, the customis thatall arbitrators are neutral and

independent of the appointing party. Of course, there.are exceptions. Also, in domestic

arbitration in tlJ,e United States. it may be perfectly acceptable. indeed expected, for a

party appointed arbitrator to act as an advocate for the appointing party. Thus, clients

and cOUIlselmust be very clear on the ground rules that will govern conduct ofparty

appoiIlted arbitrators. This begills with .the sel~cti.ol1processandcontinuesthrough
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renderin~ .ofthe fmal award. For example, candidates for appointment by a party must be

very circumspe9t in pre-appointment interviews. And after appointment, the arbitrator

an4 all Rthe..s.con~eme4.lIlust be very clear on the. party appointed arbitrators rights and

obIigatiRns vis-a-vis the appointing party.

Sixth, ",here is the arbitration to be held? .A country whose laws and

practices are hospitable to arbitration should be selected as the situs. Cultural

considerations lJlay dictate sitlJating the arbitration in a country different frOIJl any

country of wllich a party is a national. This may pose nice issues with respect to multi­

national corporations. Often, the site of the arbitration it is simply a matter of

conyepiencefor the p8(ties, witnesses and arbitrators (and sometimes, co~sel). The law

o(thesitus is not tR be overlooked; If the arbitration clause or agreement is silent as to

goveJ:llipg arbitral law,):heIaw of the situs.will usually control.

Seventh, what will the schedule be, and may it be modified? There should

be a schedule. If there is none, the arbitration may unexpectedly extendfar into the

future, Some arbitral institutions and some institutional rules specify the schedule.

Others are silent. .Typically, it is up to the parties-- arbitration is a creaiu••. ofagreement

~- and the parties can fix and can mgdify the schedule. Not only the parties but also the

arbitral tribunal. should agree to the schedule. An open-ended approach, especially

without written commitment from the tribunal, may lead to interminablepI'oceedings,

uncontrollable expense, and justified frustration on the parts ofthe parties.
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Eighth, what infonnation will' be exchanged before the evidentiary hearing?

United States counsel are accustomed to extensive discoveJY. Counsel in other countries

are not. The parties and their counsel should understand fullv what will occUr on this

score, and what the consequences will be offailure to provideinfonnation calledfor.

One consequence may be that the arbitral tribunal will draw inferences adverse to a party

that fails to produce suchinfonnation. AIso,thecliellts and counsel should understand

that the applicable arbitral law, the composition ofthetribUllaland the customs ofthe

jurisdictions in which counselnonnally practice allmay lend a specific and special

character to arbitral proceedings. That is, the same arbitration under the same arbitral

rules may be entirely different procedurally, depending on the composition ,of the tribunal
. '

and the backgrounds ofcounsel. For example, atribunlll with Swiss national as chllir

may be far less generous in pennitting pre-hearing discoveJYthan a tribunal with an

Americanchllir.

Ninth, whatwill happen at the evidentiary hearing? Clients and counsel

should understand that in some proceedings direct testimony is taken only on written

statement, followpd "y cross-examination by COullsel, or followed only by inquisllloll by

the tribunal. They should understal1d also how much time will be allocated to the

evidentiary hearing, and also whether pre-hearing briefs, post-hearing briefs or oral

argwnent willbe pennitted.

Tenth, what about confidentiality? The prevailing view seems to be that

arbitration proceedings, the record, the award and even the existence of the proceeding

10
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itselfar:e confidential. Thi.s vieW is not a,ltogether sound. Arbitration proceedings are

usually private. The parties can enter into agre~ments to preserve the confidential

.cbaracter ofproprietary infonnation that one party may di~clos~toanotll~r, A tIiQlJJllI1

may refuse to order disclosure ofone pa,rty's confidential infonnation t() anotller pa,rty.

But wbat about the outside world ifthe award is to betaken into court to.be.enforced? It

is entirelylikely that the award will be a matter ofpublic record. (Under 35 U.S.C.

§ 294(d) and (e), an award in an arbitration under Section 294 is not enforceabJe until it is

deposited with the UnitedState Patent and TrademarkOffice.) And what about interested

non-parties? Non-party licensees, competitors, vendors,customers and future litigants

may have a legitimate interest in lear:ning the outcome of the arbitration. S,o may

government agencies (e.g. antitru~tautllorities, tax authorities, other regulatory

authorities), indemnitors, private investors and related companies, such as parents. In

sbort,.clients and counsel Can take steps to insure protection ofconfidential infonnation

between tile parties, b~t they sbould not count on the award or the record of the

proceeding remaining out of the public's reach,

Eleventh, wbat remedies will be available? Those who have followed

reported judicial opinions in the United States will know that there is a vigorous debate in

some of the 50.states as to wbether an arbitral trlQunal has power to award punitive
,

damages. This question arises in other jurisdictions also. But what are punitive .

damages? In the United States, simply because damages may be increased (typically, up

to three times), it does not follow that the increased damages are punitive. Tbe United
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States Supreme Court has emphasized the compensating function of increased damages in

antitrust matters, over their punitive and deterrent function. Also, depending on the

United Statesinteliectual propertY right in question, enhanced damages mayor may not

"be regarded as punitive (e.g. increased damages under the patent act are punitive;

increased damages are awarded in trademark cases under the Lanham Act only ifnot

punitive; enhanced'statutory damages in copyright'infringement actionS embody both

components). In addition, clients and counsel must be alert to the forms oftelief that

mayor may not be available under specific rules or specific governing law. Monetary

damages may have to be awarded in a specific currency. Only limited forms ofequitable

relief (e.g. permanent injunctions, specific performance) maybe available. :;

Twelfth,whatform should the award take? In the United States, many

binding arbitration awards have been naked win-lose awards, without reasons. In

international arbitration, areasoned award is more likely to be rendered. In complex

intellectual property disputes, the parties may want a reasoned award. However, there are

circumstances in which a reasoned award may be manifestly undesirable. For example, a .

patent owner may not want the reasoned award to provide a roadmap for designing a non-

infringing product, neither pilrty may want to risk collateral estoppel effects'ofa reasoned

awarded, and neither party may wantthe award to reveal confidential information, if

through judicial enforcement proceedings Or otherwise it becomes available to non-

parties.
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IV. IS ARBITRATION UTILIZED IN INTELLECTUAL PROPERTY DISPUTES?

The answer is an unqualified yes.

Clearly, litigationis the preferred, and sometimes only, rout~forresolving

intt;ll~ctual property disputes.. AJ~o; other ADR mephanisms, .such asmediaqon. are,
beco~g iIlcreasingIy aux-active. Nevertheless, both administered and. ad hoc arbitration

have been. and are being, utilized.

It is difficultto assess the number of intellec.tualproperty disputes that are

th~ subject of arbitratioll. One reason is the confidentiality that shrouds such

proceedings-at least up to a point. Another reason is tht; liiffipu,lty arbin,.• lIlstiMions

experience in attempting to plassifyarbitrationsinitiated under their auspices.

Notwithstailding this situation, itseems fair to say tb~t substantial numbers of intellectual

propertydisputes h~vebeen the subjec:t ofarbitration proceedings in recentyears. The

Illunber is. likt;ly to be significantly larger than instirutional statistics would suggest,
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because intellectual propertY issues are often a component of international commercial

disputes that are not classified by institutions as "intellectl.lal property" disputes.

This retl1rns us to the pomt made in Section II. regarding arbitrability and

unenforceability.Even though a dispute being arbitrated appears to include 811

inteIlectualproperty issue asa ntinorcomponent, clients and counsel should be aware of

the potential impact on the enforceability of the award overall. For example, if the

arbitral tribunal rules •• as a part ofa larger award _. that a government granted

intellectual property right (e.g. a patent, a registered trademark) is not valid or otherwise

is not enforceable, all concerned must be alert to the impact on the award if that

intellectuiIproperty ruling is held by a court to have been outside the pow~r of the

arbitrators under the arbitral law governing the arbitration, or is held by a court to be

unenforceable in the jurisdiction in which enforcement of the award is attempted.

V. WHAT SERVICES DO VARIOUS INSTITUTfONSOFFER?

We consider here two categories ofinstitution: (J) ADR providers and (2)

intellectual propertyurganizations.

ADR providers in the United States include organizations such as the

American Arbitration Association, CPR Institute forDispute Resolution aIld

Institute of Arbitrators and Centre For Dispute Resolution in London, the British

14
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( Colwnbiji,International Commercial Arbitration Center in Vancouver, and Qthers such as

the Stockhohn Chamber ofCommerce, China International Economic and Trade

Arbitration Commission, and International Arbitral Centre of the Federal Economic

Chamber in Vienna, Among these org~izations, only the AM andCPR.seem to have

promulgated rules, or mod.el rules, directed specifically at arbitration ofintellecnw
property disputes (e.g. AM Patent Arbitration Rules, CPR Rules for Non-Administered

Arbitration ofPate.nt and Trade Secret Disputes, CPR Model Agreemellt(or Ex Parte

Adjudication of Trade SecretMisappropriation An9JOr Patent Disputes). This is not

necessarily ofhigh moment. All ADR providers are aware ofand are considering special

issues ~ssociated with intellectual property disputes and are prepared to provide., ,"- . . '" -, .

arbitration services ofsuch disputes under one set of their rules or another, Even.with

or,ganiZll#.ons like the AAA and CPR, many intellectual.property disputes are arbitrated

under more general I'J1les such as the AM Commercial Arbitration Rules, the AM

International Arbitration .Rules, and the CPR Non-Administered Arbitration Rules.

The CPR Model Agreement for Ex Parte Adjudication of Trade Secret

Misappropriation And/Or Patent Disputes is of especial interest in connection with non­

binding arbitration of disputes iii which each party desires to insulate its proprietary

information from the other party. This model agreement may illustrate useful procedures

. not typically employed, butnevertheless of real practicability.

As for intellectual property organizations, the World Intellectual Property

Organization seems to be the only organization to have established an arbitration and
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mediation center and promulgated rules fol' the purpose ofproviding ADRservices

specifically for the intellectual property community. The WIPO Arbitration and

Mediation Centre came on line in October 1994. ItSdirector,br.Francis Guny, has

assembled a panel ofpotential neutrals numbering over 4()OpersonSfrom around the

world. While a.t this writing WIPO Arbitration Rules may not have governed anyspecific

proceeding, those rules have been incorporated into dispute resolution clauses in

intem.ational agreements and will in due course be applied. AftheslUI1e time, the WIPO

Centre has consulted with and provided informal services to many disputants around the

world.

.Other intellectual property 6rganizations have assembled Iist~of potential

neutrals. For example, in conjunction with CPR, the International Trademark Association

has developed a panel ofpotential neutrals with expertise in trademark law and related

subjects. And the Am¢rican Intellectual Property Law Association has assembled a list of

more than 100 potential neutrals, together with background information about each.

Neither the CPRJlNTA panel nor the AIPLA list is meant to imply that either !NTA or

AIPLA will themselves administer arbitrations.

VI. CONCLUSION

We have skimmed the surface in this illtroductorypiece, leaving many

issues unmentioned and many questions unanswered.
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But perhaps enough has been written to suggest that arbitratioft, ifwell

designed and properly implemented, is indeed alive and well as an intellectual property

dispute resolution mechanism. On those occasions where arbitration has gone astray

procedurally, the blame should not be placed on any inherent unsuitability ofarbitration

in this field. Rather, other circumstances have led to the bad press arbitration sometimes

receives - albeit circumstances that may sometimes have been in the parties' control.

Arbitration, as we have seen, is the product ofthe parties' agreement. The

. parties are free to design a procedure that will prove to be satisfactory. Whether or not

they realize that goal is a function of the thorou/!hness of their understanding of the

nuances and their willingness to address those nuances in their arbitration c!ause or their

arbitration agreement, and then to implement that clause or agreement in a rlltional way;'
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35 U.S.C. § 294. V~luntary ~rbitration .

(a) A contract involvi~g a patent or any
right under a patent may contain a provision
requiring aJ:"bitration of.any.dispute relating to
patent validity or infringement arising under the
contract. In the absence of such a provision, the
parties to an existing patent validity or
infringement dispute may agree in writing to
settle such dispute by arbitration. Any such
provision or agreement shall be valid,
irrevocable, and enforceable, except for any
grounds that exist at law or in equity for
revocation of a contract.

(b) Arbitration of such disputes, awards by
arbitrators and confirmation of awards shall be
governed by title 9, United States Code, to the
extent such title is not inconsistent with this
section. In any such arbitration proceeding, the
defenses provided for under section 282 of this
title shall be considered by the arbitrator if
raised by any party to the proceeding.

(c) An award by an arbitrator shall be final
and binding between the parties to the arbitration
but shall have no force or effect on any other
person. The parties to an arbitration may agree
that in the event a patent which is the subject
matter of an award is subsequently determined to
be invalid or unenforceable in a judgment rendered
by a court to competent jurisdic~ion from which no
appeal can or has been taken, such award may be
modified by any court of competent jurisdiction
upon application by any party to the aJ:"bitration.
Any such modification shall govern the rights and
obligations between such parties from the date. of
such modification.

(d) When an award is made by an arbitrator,
the patentee, his assignee or licensee shall give
notice thereof in writing to the Commissioner.
There shall be a separate notice prepared for each
patent involved in such proceeding. Such notice
shall set forth the names and addresses of the
parties; the name of the inventor, and the name of
the patent owner, shall designate the number of
the patent, and shall contain a copy of the award.
If a~ award is modified by a court, the party
requesting such modification shall give notice of
such modification to the Commissioner. The
Commissioner shall, upon receipt of either notice,
enter the same in the record of the prosecution of
such patent. If the required notice is not filed
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with the Commissioner, any party to the proceeding
may provide such notice to the Commissioner.

(e) The award shall beunenfOl:"ceable until
the notic"'··':!quired by !:'ubsection (d) is received
by the Commissioner.
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35 U.S.C. § 135. Interferenc~s

(d) Parties to a patent: interference, within
such time as may be specified by the commissioner
by regulation, may determine such contest or any
aspecc thereof by arbitration. Such arbitration
shall be governed by the provisions of title 9 to
the extent such title is not inconsistent with
this section. The parties shall give notice of
any arbitration award to the Commissioner, and
such award shall, as between the parties to the
arbitration, be dispositive of the issues to which
it relates. The arbitration award shall be
unenforceable until such notice is given. Nothing
in this subsection shall preclude the Commissioner
from determining patentability of the invention
involved in the interference.
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Mediation is a facilitated negotiation, ill which a neutral (the mediator)
attempts to assist the parties in finding their own solution to their own problem.
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I. SIX PHASES OF THE MEDIATION PROCESS

A. Getting to the table.

B. Preparing fcifthCl process.

C. Initial sessions.

I. First joint session.

2. First private session.

D. Subsequent sessions.

E. Closure, viz. "End Game".

F. Post-Mediation.

Copyright D.W. Plant, NY, NY.l998 2
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II. GETTING TO THE TABLE

A. Preparation

i. Know all parties' real interests and real needs.

2. Know your BATNA, and the other parties' BATNA's.

3. A dispute is an opportunity.to create value.

4. Know the ADR menu.

5. Be creative; fit the process to the fuss.

6. Post-dispute more difficultthan pre-dispute.

B. How to break the ice.

1. Court rules.

2. Professional responsibility.

3. Clients' pledges and commitments.

4. Client's policy.

5. Common sense.

6. Who?

a. Party to party.

b. Lawyer to lawy~r.

c. Neutral good offices.

7. Your adversary must be your partner.

3
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ilL PREPARING FOR MEDIATION

A. The parties have agreed to (pre-dispute or post-dispute), or a Court has
ordered (post-dispute). mediation.

B. The mediator..

I. Parties and counsel jointly select the mediator (desirable); or Court
or other institution selects the mediator (not desirable).

2. Know your mediator.

a. Reputation.

b. Some characteristics.

c.

(I) Patient

(2) Diligent

(3) Sensitive

(4) Flexible

(5) Creative

(6) Trustworthy

(7) Authoritative

(8) Even-handed

Competence.

.(I) Subject matter.

(2) Process

(a) Experience.

(b) Training.

4
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d. Style.

(I ) Facilitative.

(2) Pro-active and evaluative.

e. How does the mediator manage personal interaction?

f. , Sources of information.

(I) Institutions.

(2) Colleagues.

C. The mediator communicates.

I. Joint telephone conference with counsel.

2. Emphasizes that what,ever is in dispute, this is a problem to be
solved as partners, not a war to be won as adversaries.

3. Continues transformation ofadversaries into partners.

a. Fundamental shi!": in viewpoint.

b. At least in formulating and proceeding through the
mediation process.

4. Explains process.

a. Process.

b. Journey.

c. Negotiation.

5. Is alert to semantic issues.

a. E.g. "binding" mediation.

b. E.g. mediator will decide what's right for the parties.
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6. Participants to negotiate in geod faith and with candor.

7. Explain who must be present and their roles.

a; Parties -- principals; authority to settle.

b. Counsel -- counselors; not necessarily Iitigators.

c. Third parties --insurers; indemnitors; partners.

8. Schedule.

9. Confidentiality.

10. Pre-session Submissions -- briefs.

a. Positions.

b. Real interests all(jli,,~ds.

(I) BATNA

(2) Be creative and be objective.

i
.(

.~j

. (3) Do you need litigation?

(4) Is there a business relationship to be preser ,pd or
created?

(5) Are there politiCal reasons, internal orextemal,
motivating settlement?

(6) Are ther~ personal needs?

c. Understand and account for the other side's interests and
needs.

d. Look beyond the present dispute to overall relationships.

(I) Subject matter.

(2) Time.

6
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e. ,Assess the strengths aildweaknesses ofboth sid~s'

positions.

f Conduct an objective litigation risk analysis.

g. Include the few material exhibits.

h. Clarity whether briefs are in confidence and ex parte to
mediator, or are exchanged.

II. Court-annexed aspects.

a. Understand duties and responsibilities of the mediator.

b. Comply with the schedule.

c. Understand the information to be reported to the judge.

12. Mediator's fee.

13. Written agreement.

a. Deal with these and other issues.

b. Parties' consent to mediator.

D. Ethics -- Responsibilities of The Mediator

I. No conflicts ofinterest!

a. Actual.

b. Apparent.

c. Mustimmediaiely notity of~ change in situation.

7
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2. Rights and obligations of the mediator vis-a-vis the parties.

a. Past engagements.

b. Present engagements.

c. Future engagements

d. Firm's engagements

(I) CPR modelagreement.

(2) Other Clauses.

e. Fees

(I) Hourly.

(2) Lump sum _. approximate value of case.

(3) Who pays? When?

f. Power imbalance.

(I) Large v. small.

(2) Party represented by counseLv. pro se.

(3) Wealthy v.poor.

(4) Sophisticated v. unsophisticated.

(5) Eastern v. Western.

. (6) European v. U.S.

g. Not judge.

h. Not a party's attorney.

I. Not party to a crime or fraud.

J. All information confidential.

8
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3. Immunity.

a. Suit.

b. Subpoena.

4. Mediator to manage process.

a. Substantive problem is the parties' problem to be solved by
the parties.

b. Mediator has to guide and keep on track the problem
solving process; does not solve the substantive problem.

c. May have to mediate re the mediation process.

5; Mediator as arbitrator.

a. This process.

b. Later dispute.

. 6. Arbitrator as mediator.

7. Mediator will withdraw.

a. Ifconflict ofinterest.

b. If parties not participating in good faith.

c. If clear mediation will not be successful.

d. Ifmediator would be party to a crime or fraud.

E. Role ofCounsel and Parties in Preparation.

I. Must understand mediation -- know what to expect.

a. The variations on the themes.

b. The pros & cons.

9
07106/98 12:45 pm

99999.099 -INY] 363929.1



2. Understand all counsel's and all parties' negotiating techniques.

a. Principled.

b. Scorched earth.

3. Beware misconcep~ions.

a. Mediator's power -- not a judge.

b. Injunction needed -- still can settle.

c. Intelle.ctual property right invalid or unenforceable - still can
settle.

d. Intractable parties -- still can settle.

e. One party seeking discovery-- still can settle.

f. One party signaling weakness -- still can mediate fairly.
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IV. THE FIRST JOINT SESSION

A. Amenities.

I. Rooms.

2. Coffee.

3. Telephones.

4. Meals.

5. The table.

6. Courthouse v. private office.

B. Introductions.

I. Everyone present.

2. Panies seated nextlo mediator; cOllnsel!!Q1 next to mediator.

3. First names.

a. Usually.,

b. Eventually.

Even mediator.

C'. Mediator explains process..

Repeats essence of preliminary telephone conference.

2. Necessary because new participants, viz. the parties.

3. Emphasizes problem to be solved by parties working together.

4. Confidential.

a. The process.

b. Mediator's notes.
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5. Off-the-record settlement discussion.

6. Mediator is neutral; no substantive judgment; no substantive power.

7. Mediator facilitates; not evaluates, unless jointly requested and
appropriate.

8. Explains joint and private caucuses.

a. Emphasizes confidentiality.

b. Especially in private caucus.

9. Frankness and openness are requisites.

10. Good faith negotiations are required.

II. The principals (e.g. executives) must be prepared to participate.

12. Solutions to difficult problems call for creativity.

13. If court-annexed, court will!!.Q1 know what said by any party.

a. Mediator simply reports that parties met and settled or did
not settle.

b. If early neutral evaluation is combined with mediation,
mediator/evaluator will report on discovery needed, for
example.

14. Ground rules.

a. Thi~ is the parties' (m()re specifically, the principals')
process.

b. Challenge positions, not persolls.

c. Always focus on potential solution.
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d. {The mediator will maQa~e the process.

(I) Interruptions not be permitted.

(2) Each party may be asked to restate other pany's
position and other pany's real interests and needs.

(3) Explore options; brainstorm without judgments.

D. Emotion

1. Can run deep.

a. Angcr -- other party is unfair, immoral and vindictive.

b. Distrust -- otherparty is liar; has breached a contract; has
betrayed a trust; has failed to pay.

c. Dislike -- personal animosity; can't stand to be in the same
room.

d. .strategic -- for competitive purposes; anger asa negotiating
tactic.

2. Expressed in challenges to

a. Past and present positions.

b.Other principal's or counsel's integrity.

c. Other principal's or counsel's good faith.

d. Past sins of omis~ion and commission.

3.' Mediator's role.

a. Listen.

b. Express understanding.

c. Expect emotion at every session.

13
07:061')8 12:45 ~m

99999.099 -IXYI363929.1



d; Let parties air out, then

(1) Deflect anger.

t2) Encourage civilized dialogue.

(3) Move to private caucus.

(4) Point out more progress ifparties focus energies on
finding solution.

(5) Ask other party to state its understanding of basis
for angry partY's emotion.

E. Which party speaks first?

1. Usually claimant or claimant's counsel speaks first.

2. But defendant may request to speak first.

3.

4.

May be tl)eparty who last proposed a resolution.

Or the party who proposed mediation.

5. May be party selected ad hoc by the mediator based on mediator's
instincts.

6. Mediator will aSSllre otherparties that all will have an opportunity
to speak.

F. Usually, counsel opens with a statement of client's position.

I. Counsel should address the other side's represent~ti' 'es, llil1 the
mediator.

2. 5-10 minutes; ifcomplex, longer.

3. Typically, moredetail or changed position later.
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4. Purpose: to persuade other.pa!1X of .,.

a. Your bona fides.

b. Strength ofxour position.

c. Weakness ofother partX's position.

d. The need to settle; overlap of interests and needs.

e. A rational basis for settlement.

G. Next, other counsel will state their client's position.

H. Mediator's role.

1. Asks questions to assllre mediator and parties understand --

a. Parties' positions.

b. Status of settlement talks.

c. Status of pending or proposed litigation.

d. Interests ofothers not present

2. Kinds ofquestions --

a. Open-ended.

b. Hxpothetical.

c. Seeks. help in understanding.

3. Restates a partX's position to assure c1arit};.

4. Asks counsel to restate adversary's position.

5. After hearing parties' ~1i.wli stated bX counsel, mediator max ask
each partX to begin to articulate real interests and~.
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V. MEDIATOR'S JOB AT ALLSE$SIONS

A. Be patient.

B. Remain neutral.

C. Listen and understand.

D. Facilitate..

I. Communication.

2. Understanding.

E. Always optimistic; never pessimistic.

F. Assure that everyone is heard and understood.

G. Form no judgment; be flexible; beware of unspoken solution that seems
obvious to mediator.

H.

I.

Engender trust and confidence.

Seek broad views from parties first; details, second.

J. Understand the emotional roller coaster; weather it.

K. After counsel and parties have spoken in each other's presence.

I. Mediator may suggest private caucus, or one party may request a
private caucus; in either case, mediator checks ifOK with other
party.

OR

2. Mediator stays withjQint session and begins to explore

a. What each party needs.

b. What each party expects.

What each party sees as a practicable process for achieving
a joint solution.

c.
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L. Usually, a mediator's evaluation should be deferred until late in the process,
and often, never given at all. c' c C

1.\n early evaluation may

a. Indicate that mediator is biased.

b. Harden positions.

2. Mediator's evaluation may be essential to reality testing.

3. Proper timing is vital.

17
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VI. COUNSEL'S JOB AI AU. SESSIONS

A. Be prepared -- as if final argument.

B. But this is not final argument.

C. Counsel's job is to counsel and to help client find a solution; strident
advocacy usually inappropriate and counter-productive.

I. Understand client's BAINA.

2. Understand client's real interests and needs.

3. Ascenain other side's BAINA and realinterests and needs.

D. Beware of Rambo litigator tendencies.

E. Persuade other side's representatives, not the mediator.

F. Persuade other side that --

I. Other side's position, however attractive to other side, is weak.

2. Client's position, however difficult for other side to accept, is
strong.

3. Client's Posilion is direct out-groWth of client's real intere"~ and
needs.

4. Other side's position is Il.Q1 consistent with other side's real interests
and needs.

5. Notwithstanding differ"'lces re positions, panies' i·L••• mterests and
needs may overlap and may suggest a solution.

6. Imponant to client that both sides' real interests and neW are
satisfied.

)
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VII.;PRINCIPAL'S JOB ATALL SESSIONS

A. Be prepared to participate fully, and increasingly as the mediation
proceeds.

B. Be prepared!to talk more than your lawyer.

C. Talk with the other party.

D. Be creative.

I. Know your .BAINA.

2. Understand thoroughly and describe own interests and needs.

3. Listen and try to understand thoroughly other side's BATNA,
interests and needs.

4. Objectively assess value of case to each party.

5. Objectively assess risks ofnotsettling to each party.

6. Avoid ad hominem attacks.

7. Explore ways to share important information with other side -- even
confidential information.

E. Be prepared to share views -- even highly sensitive and confidential
information -- with mediator.

I. Mediator will ask what the party wanted out of the deal now in
dispute.

2. Mediator will ask what the party's goal is today.

F. Express emotion.

G. But be controlled, be firm, be informed, be objective and be confident.
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VIII. FIRST PRIVATE CAUCUS

A. The party llil1callcusing.

I. Mediator must reassure.

2. Should have own room.

3. Amenities.

4. Homework -- what mediator will be asking; focus on real
interests/needs ofall parties."

B. Caucusing party

I. Mediator must reassure palty that .all aspects ofprivate caucus will
remain confidential, unless party expressly authorizes disclosure of
a specific aspect. .

a. Mediator will take notes to keep important points in mind
and to assure confidential information is segregated from
non-confidential information.

b. At end of private caucus, mediator will double check on
what mediator can ilndcannol say to other side.

2. Mediator will gather infonnation..

a. Will start on positive note, viz. what is important to
caucusing party.

b. Full story is not likely to unfold in first caucus; more will be
revealed later.

c. 'Mediator will seek the real story.

(I) Party's perceptions.

(2) Party's dislikes.

(3) Party's understanding ofthe differences separating
the parties.
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(4)

(5)

(6)

Bases for distrust.

Relevant history.

Party's previously unstated concerns, fears, motives,
needs.

3. Mediator will have principals talk.

4. Mediator will encourage the party to focus on its needs.

5. Both counsel and the principal must be prepared to disclose real
interests, real needs, real value of case.

6. Mediator may inquire as to party's further understanding of the
other party's real interests, real needs, perceptions, fears, etc.

7. Mediator is likely to --

a. Ask open ended questions.

b. {\sk hypothetical questions.

c. Avoid confrontat;on.

d. Eschew reality testing in early caucus.

e. Try to listen with open mind.

Express no judgment and no recommendations.

g. Wonder whether the mediator's patience will endure.

h. Wonder whether the mediator has the requisite skills to
assist the parties.
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8. Before private caucus concludes, mediator will ask party whether
there is any message the mediator should transmit to the other side.
Anything I cannot say?

a. Mediator will distinguish clearly between whut mtldiator can
say and cannot say on behalfofcaucusing party to the other
party.

b. The mediator can frame hypothetical questions to other
side, e.g. "What if..,"; "Have you considered..."; "Would it
be possible to... "; "Ifwe could persuade the other side... "
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IX. FIRST PRIVATE CAUCUS WITH THE OTHER PARTY
'i-:.

A. Same process as in preceding Section. VIII.

B. ~lediator is likely to (i.e. should) listen before delivering a message.

I. Before stating first party's otTer, and

2. Before asking "what if.. "

3. Let this party tellits story.

C. The mediator should understand t~e second party's interests and needs
before revealing anything about first party's caucus.

D. Mediator will begin toisolate real issues inlight ()funspokeninformation
from first private caucus,

E. The mediator will attempt to find an issue on which to begin to facilitate
negotiation.

..
F. Is the mediator obligated to deliver the first party's message regardless of

what the mediator learns in the second party's private caucus?
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X. THE MEDIATOR AND PRIVATE CAUCUSES IN GENERAL

A. The mediator willheardiliOletrically opposed accounts.

I. Unalterabl~anget.

2. Eternal dislike.

3. Solidified distrust.

4. The other side'sOliscoJiduct is the sole cause of the dispute.

5. Hopeless delldlock..

B. The mediator is likely to want t~ throw in the. toweL DON'T!

I. Find one potentially resolvable issueout of the two or three mil
issues.

a. Not positions.

b. .!ill.!~.

2. Explore ways to find common ground on 1hll1 issue.

a. Brainstorm options.

b. Move outside parameters ofdispute as currently framed.

(I) Another relationship?

(2) Goods for money?

(3) Another player?

c. Prioritize.

3. Take it a step at a time.
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XI. pANGER DANGER DANGER!

A. A solution may be immediately and luminously clear to the mediator.

B. Themediator's perceived sollJtion may be objectively sound, all
encompassing, profitable to all, efficient, and eminently fair.

C. B.ll1 it is~ unlikely that any party sees it now, or will see it later, as the
mediator see it! .

D. The parties have own agendas: the mediator is not likely to be privy to or
to understand all the agendas.

E. The mediator should let the parties explore and propose the solutions!

F. It's their problem; the solution is within their grasp.

G. The solution will be durable if the parties cre*e it and own it.
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XII. SUBSEOUENT SESSIONS

A. Joint.

I. Joint sessions should be. frequent; interspersed among pnvate
caucuses.

2. Parties together can sumup.

3. I'arties tog~ther can reach a common understanding.

4. Parties together can discuss possible solutions.

5. Avoid the negatives associated with hidden conversations with the
mediator.

6. Avoid misstatemen~s pr misunderstanding when mediator is shuttle
diplomacy messenger. . .

7. Joint caucuses may engender confidence and good will.

a. After abrasive emotions have subsided.

b. But abrasive emotions may never subside, and joint
caucuses may be difticult.

8. Entirely new perspectives may be difticult to acknowledge :-~ joint
caucus, but joint exploration of a solution to a relatively easy issue
may be salutary.

9. If the parties can make progress in small steps in joint caucus, this
will build confidence i:t

a. The parties themselves.

b. The process.

c. The prospects offinding a solution.

B. Private caucuses may continue to be necessary to provide the environment
to get to real interests and real needs.

I
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C. Caucuses on d)fferent days.

I. Fatigue is an important factor; parties have to stand back and
reflect.

2. Incentive to continue wanes if intense caucusing seems to yield only
negative results.

3. Home",ork may be nec('~sary to break a logjam before negotiations
resume.

4. Another party (e.g. insurer) may have to participate.

•

\
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XIII. END GAME

A. Breaking an impasse.

I. Reality testing.

a. Mediator may question soundness of positions.

b. Mediator may inquire as to cost oflitigation.

c. Mediator may ask parties to list the real rewards oflitigation
v. costs.

d. The mediator may ask a party to tabulate the pros and cons
of another alternative to potentially available terms and
conditions.

e. Mediator may take parties through litigation risk decision
tree.

2. Mediator may explore creating other relationships.

3. Mediator may ask each party what the party would do if it owned
both sides of this problem.

..
4. Mediator may explore with one party what that party can give up

that is of little value to it but of relatively larger value to the other
side.

5. The mediator may serve as an arbitratoL

a. The mediation may render a binding decision on a final
Issue.

.(1) Money.

(2) Design.
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b. The mediator may evaluate each party's chances in
litigation.

(I) Privately.

(2) Jointly.

6. Parties may not be influenced by mediator's judgment because it is
demonstratively correct; rather, because of their confidence in the
mediator.

7. Mediator may provide short term solution followed by continued
monitoring.

8. Mediator's expression ofan opinion may adversely affect mediator's
ability to act as a neutral in the future on the specific matter.

B. Don't Let Parties Leave The Session!

1. Parties can quit any time. It's their process.

2. But it is more difficult for a party to quit forever if the mediator is
present.

3. Mediator will discourage quitting ifprogress apparent and end in
sight.

4. Mediator may let party walk out, and~ other party leaves, get
the walking party back in the room.

C. It is iJnperative that the mediator be

I. Eternally optimistic -- must point frequently to progress.

2. Confident.

3. Experienced.

4. Trusted.

5. An authority figure.

(
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D. Don'tl~tthe parties leave with a handshake; there must be a written
agreement signed by all concerned.

I. Counsel, llQ! the mediator, should dictate or draft.

2. Will reveal and clarifY misunderstandings.

3. Willminimize chances ofimmediate rekindling ofimpasse.

4. Counsel and parties execute.

5. Ev~n ifonly.some issues~ettled; agreement may outline process for
resolving future issues.

E. Ifno agreemeqt is possible.

I. Parties should expressly acknowledge no agreement.

2. Parties should state why.

3. Parties shoulclllckriowledge room for further progress, if any.

4. Parties should explore what to do next.

S. Cou.rt-annexed mediation..

a. Mediator may give an evaluation.

b. Mediator may suggest that parties report to Court on their
views of the mediation.

c. Mediator may suggest to the ADR administrator that the
.<:ourt's intervention is necessary to break a IOl!iam.
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A. Mediator will destroy documents submitted to mediator, as well as
mediator's notes. •

B. If the mediator is subpoenaed, or ifa party is subpoenaed,

1. Notice must be given to all concerned.

2. Mediator must invoke the privilege.

C. If court-annexed, mediator will report to Court.

1. Bare bones report.

2, May include evaluation.

3. May outline discovery issues to be tried; etc.

D. Mediator should write to parties.

I. Confirming the outcome.

,
2. Including post-mediation reflections.

3. Expressing thanks.
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