INTERNATIONAL IP INFRINGEMENTS AND ALTERNATIVE DISPUTE
RESOLUTION

1 Introduction
The purpose of this paper is to discuss if 0 cdled dternative disoute resolution

(ADR) oould be a vidle dtanaive to traditiond litigaion in intdlectud property
infringement cases, especidly in cases of ‘multiple litigetion” where disoutes over the same
protected subject mater and the same infringing materid is resolved in pardld court
proceedingsin saverd countries.

2 Reliance on national authorities opensthe door for problems
The TRIPS Agreement, which was adopted in 1994, condituted a paradigm shift in

the enforcement of intdlectud property rights. Before TRIPS enforcement was on the whole
left to the nationd legidatures and courts. The Paris and Bern Conventions did little to force
nationa courts to adopt dricter enforcement measures. TRIPS st a minimum sandard of
enforcement, which dl member dates are obliged to comply with. TRIPS does, however,
dill rdy on ndiond legidatures and judicatures to give effect to the provisons. There is
thus no supranationd system of enforcement.

The rdiance on naiona authorities poses a risk to the effective enforcement of
intellectud property rights. Fird, there is the obvious danger of different interpretations in
different countries, which means tha wha is regarded as infringement in one country is not
infringement in another country. This is due patly to the vague wording of the TRIPS
Agreement, and patly to differing legd cultures. 1t has been sad that the fact that exactly
the same word gets printed or uttered again and again does not mean that exactly the same
meaning Soreads from minds to minds. The notion of legd culture is not easly confined
within the borders of a drict definition, but one sgnificant aspect of legd culture is the use
and importance of sources of law. In some countries statutes are more important than case
law. In other countriesit is be the opposite.

Not only does the legd cultures on different continents differ, but there is adso
(sgnificant) differences between countries, for ingance, in Europe, which lead to different
interpretetions of the provisons in the TRIPS Agreement. The vaguer the provison, the
gregter room for differing interpretations due to different legal cultures.

Second, there might dso be paliticd resgance agang the implementation of TRIPS



(and enforcement of intdlectud propety rights that shows the problems in redying on
nationa authoritiesin the enforcement of TRIPS provisons.

Some nonrindudridlised countries have been known to passvely ress ‘American
imperidism’, which they fed come in the form of the TRIPS Agreement. Apat from overt
politicdl resgance, it might be impossble for some nonindudridised countries to put into
force the provisons of the TRIPS smply because therr judicid apparaius is not an a leve
that can or knows how to cope efficiently with intellectud property right disputes.

3 Problemswith litigation
Not only differing interpretations and resstance pose problems to the internaiond

enforcement of intdlectud property rights There ae dso some generd problems with
litigation. Litigation is generdly viewed as too dow. In intdlectud property infringement
caes litigation may continue even after the term of protection and/or the life cyce of the
product. This downess condderably weskens the right of the rights holder to effective
enforcement.

In many countries preiminary injunctions have teken the role of a subditute for
ordinary proceedings. A preiminary injunction is a measure ordered by the court before the
infringement proceedings have been decided or even indituted. The court is faced with a
kind of a dilemma when deciding the mation for a prdiminary injunction: the court is under
an obligaion to decide swiftly, but on the bass of evidence (and legd argumentation) that is
not as complete as in the ordinay proceedings. Swiftness combined with non-complete
evidence increases the risk of an incorrect decison: The decison is on the one hand wrong
if the court enjoins the defendant dthough it subsequently is shown that there is no
infringement, and on the other if the court does not enjoin the defendant athough it later is
shown that there was infringement. Due to this dilemma and the risk of incorrect decisons
preliminary injunctions can never fully take the place of ordinary proceedings.

Litigation in intdlectud propety infringement cases, especidly paent litigation, is
notorioudy expendve. For example, in the USA patent litigation frequently costs more than
$1.000.000. The cogts are naturdly much higher if the patentee is forced to inditute pardld
proceedings in many countries. The high costs pose a specid problem to patentees that are
andl and mediumszed companies (SMES). They often lack the sufficient resources that
larger companies have. One problem which is characteridic for litigation in foreign

countries is language problems. Interpretation and trandaion of documents increase the



cods of litigation.

The proceedings in intdlectud property litigaion ae as a rule public, which is
problematic if one of the paties wants to protect his trade secrets. In arbitraion, for
indance, the proceedings are hed behind closed doors, which is why the risk of trade
secrets becoming public is smdler than in litigation.

In litigation the parties have to rely on the judges tha are assgned to them according
to the nationd procedurd rules In many oountries this means that a judge does not
necessxily have a specidised knowledge of the legd issues that are the object of litigation.
Intdllectud property law in generd, and especidly paent law, is a highly specidised and
technical fidd of law. The risk of an incorrect decison in a paent infringement case is
naturdly much higher if the judge is not familiar with patent law.

On top of thee genad problems with litigation there is and will adways be the
problems aisng out of multiple litigation. Even if the court sysems and TRIPS worked
perfectly they do not rexdlve the quesion of multiple litigetion. In the world of today if a
patentee has protected his invention in three countries, Jgpan, Germany and USA, he mug
inditute (pardld) proceedings in dl three countries if he wants full protection. If, for
indance, the same infringer has infringed the patents by using the same product in dl three
countries, it can eadly be concluded that it would be more efficient to try dl three cases a
the same time and in the same place. The Stuation in place today is expendve and dow and
may lead to different outcomes in different countries. The courts in Jgpan might, for
ingtance, find for the defendant whereas the German courts might rule for the plaintiff.

4 How to solve the problems of IP litigation

4.1 |ntroduction

The quedion is how the problems of litigation in nationa courts in interngtiond 1P
infringement cases could be solved. The obvious answver would be to make litigation faster
and chegper and make specific rules on languages, publicity, and educate the judges. Such
measures would naturdly be welcome, but litigation has dways been perceved as too dow
and expensve. IP litigaion only accentuates this gStuation due to the finite term  of
protection and the naure of intdlectud propaty as a right to prohibit others from
continuing infringements. In many fidds of lav the plantiff's interes in getting damages is
greater than ther interes in getting an injunction. In intdlectud property law the Studion is



as a rule the other way around. Furthermore, the resources and interests of governments are
many times focused on questions thet are viewed as more pressing than [P litigation.

These messures would not, however, solve the problem of multiple parald litigation
that takes place in many countries. No country can on its own solve the problem of multiple
litigation. Only through internationd cooperation and conventions can the negdive effects
be diminished.

4.2 \World Patent

One way to dleviae the problems would be to creste a World Patent System, a
patent law for the “whole world” that would regulate not only patent law issues tha arise in
the phase of issiing the paent, such as novelty and invertive sep. The World Patent
Sysdem would adso regulate quedtions of enforcement, such as scope of protection ad
sanctions. More importantly, however, the World Paent Sysem would indude an
independent court system, a World Patent Court, which would decide infringement and
invdidity daims.

A World Patent Sysem would be ided in deding with patents which have an
internationd  perspective. A World Patent Sysgem could, if desgned gppropriatdy, make
litigetion faster and chegper. The judges would obvioudy be specidised in paent law.
Specid rules for language, publicity etcetera could be provided for.

The putting into place of a World Paent Sysem, dthough theoreticdly ided, would
mod likdy be pdliticdly an impossble tak. The discussons in Europe regading a
Community/Union Patent Sysem and EPC combined with a European Patent Litigation
Agreement show how difficult it is to reech negotiatled solutions in this fidd. Nothing
indicates that it would be any eader to reach an agreement on an internationd leve than it
has been on a European levd.

4.3 International Copyright Code

Professor JALL. Sterling presented in 2001 a proposd for an Internationa Copyright
Code (ICC), the objective of which is to give effective internationa protection to owners of

! See Gerald J. Mossinghoff & Vivian S. Kuo, World Patent System Circa 20X X, A.D., 80 Journal of
the Patent and Trademark Office Society 1998, 523 et seq.



copyright and related rights in the digitd era’ Soecid condderation is given to copyright
digoutes with internationd dements. According to Sterling the implementation of copyright
protection faces three mgor chdlenges in the borderless society of the digitd era in any
cae which involves "foreign dements'. Fird, there is the question of jurisdiction: where to
ue? Second, the quedion of applicable lav has to be decided. Third, the quedions on
recognition and enforcement of foreign judgements need to be dedt with.

Seling proposes fird of dl subgantive copyright provisons tha would be in force
in the whole world, which effectivdly would resolve the question of gpplicable lav snce
there would only be one law, the ICC. In addition to the subgtantive provisons, Sterling dso
proposes the creation of an Internationd Copyright Tribund, which would have juridiction
to rule on infringement and vdidity issues (Artide 20). The Tribund would not, however,
have exclusve jurisdiction. Indead it would be an dterndive to naiond court® Nationd
courts would gill be an option in cases not involving foreign eements.

The Tribuna would have the right to rule, for ingance, on injunctions, damages and
dedtruction of infringing maerid (Artides 22(5)). The credion of the Tribund would
effectivdy solve the problem of jurisdiction. The enfacement of the decisons of the
Tribund would, however, be left to the nationd authorities In Artide 22(5)(b) it is provided
that for a Tribund order to be effective, it must be confirmed by the locd court of the
country in which the order is to be enforced. In such confirmation proceedings aso
ubgtantive issues may be reopened, which naurdly is likdy to lessen the efficiency of the
system.

4.4 Jurisdiction Convention

4.4.1 Draft Hague Jurisdiction Convention (DHJC)

A less controversd way of deding with multiple litigation (not, however with the
problems of litigation in generd) would be to condude a convention on juridiction. The
convention would provide for a limited number of courts where IP infringement cases with

2 See Sterling, Introduction. Part 1 Objective. http://www.gmipri.org/icc_introduction.html, 1 October
2004.

3 See Sterling, Introduction. Part 5 Juridica and  administrative  structure.
http://www.gmipri.org/icc_introduction.html, 1 October 2004.



an internationd connection could be brought. This could, for ingance, mean tha in the
example above the patentee could bring suit agang the infringer in only one court for dl
infringements  (in Japan, Germany and the USA) indead of having to inditute separate
proceedings in dl three countries. Ingead of three separate proceedings, al infringement
cases could be consolidated to one suit in one court.

This solution could be politicaly more viable than the World Paent. There are a
least three different proposds for ajurisdiction convention.

The fird atempt & a jurisdiction convention was launched by the Hague conference
on private internationd law in the 1990's The Prdiminary Draft Convention on Jurisdiction
and Foreign Judgements in Civil and Commecdd Mates (the 1999 Draft Hague
Judgements Convertion or DHJC) was a proposd for a convention on jurisdiction and
enforcement in cvil and commercid maiters The basc dructure of the 1999 DHJIC
folowes roughly the Brussds and Lugano Conventions. Thus the man rule is that a
defendant may be sued in the courts of the State where that defendant is habitudly resdent
(Artide 3(1)). Other provisons incude choice of court dauses (Artide 4), juridiction in
contractud disoutes (Artide 6), in torts and ddicts (Article 10). There are dso provisons on
provisond and protective messures (Articde 13) and multiple defendants (Artide 14) and,
importantly, on recognition and enforcement of foreign judgements (Articles 23—36).

In Article 14 of the 1999 DHJC it was discussed whether the courts in the country of
regidration should have exdusve jurigdiction in IP infringement and vdidity proceedings
No conclusion was, however, reached.

In the Summary of the Outcome of the Discusson in Commission |l of the Frst Part
of the Diplomatic Conference 6-20 June 2001 (the 2001 DHJC) a new verson of the DHJIC
was presented. Art. 12 had undergone maor changes, but no consensus was reached on the
find wording.

Politicdlly the Judgements Project was difficult to follow through, which
subsequently lead to a more narrow focus of the project. Now the project has been limited to
a Prdiminay Draft Convention on Excusve Choice of Court Agreementa4 There is thus
no ongoing work on a more broad convention as was ewidoned in the 1999 and 2001

4 See Dogauchi & Hartley, Draft Report on the Preliminary Draft Convention on Exclusive Choice of
Court Agreements. Prel. Doc. No 26. August 2004. http://hcch.e-vision.nl/upload/wop/jdgm_pd26e.pdf, 1
October 2004.



DHJCs.

4.4.2 Draft Convention on  Jurisdiction and Recognition of Judgements in  Intelectud
Property Matters (DGD)

An Ameican venture on the same topic was launched by two Ameican law
professors, Rochelle Dreyfuss and Jane Gingburg. In their Draft Convention on Juridiction
and Recognition of Judgements in Intellectud Propety Méatters (DGD)5 a sysdem different
from the DHJC was proposed.

Whereas a more rigid solution is displayed in the 1999 DHJC, according to which
the plantiff may choose a aiitable forum from among a narow range of gppropriate
choices’ a more flexible solution can be found in the DGD, which identifies a st of courts
with adjudicatory authority over the parties

For cases where pardld litigation is ongoing in severd teritaies, the courts seized
with pats of a multinaiond dispute are encouraged to cooperate with one another and with
the paties to choose a forum for centrdised dispute resolution.” The view adopted in the
DGD is tha forum shopping in intdlectud propety disputes cannot be controlled without
the dement of consultations between the courts and the parti es®

The solution adopted in the DGD has been conddered in a game-theoretic study by
Moore & Paid. In ther view a sysem where neither paty has the opportunity to meke
drategic choices about the forum leads to fewer problems than a sysem where only one of
the parties can choose the forum.” In the DGD one party cannot control where the dispute is
adjudicted due to the posshility of consultations. Thus opportunisic behaviour by the
patiesis likely to be minimised. ™

® Dreyfuss & Ginsburg, Draft Convention on Jurisdiction and Recognition of Judgements in
Intellectual Property Matters, http://www.kentlaw.edu/depts/i pp/intl-courts/docs/treaty10 10.pdf.

® Cf. Dreyfuss & Ginsburg, 3, where a distinction is made between the Brussels Convention and the
1999 DHJC.

Id., 4.

81d,, 3.

® Moore & Parisi, Rethinking Forum Shopping in Cyberspace, 77 Chicago-Kent L.Rev. 1325 (2002),

04,



An important aspect of the DGD is consolidation of IP disputes. In the commentary
to the DGD, it is submitted that consolidation is especidly important for intelectud
property.11 Severd reasons for consolidation are put forward."? Frd, rights in intangible
works can eedly be utilised around the globe, which can leed to infringements in multiple
juisdicions™  Second, consolidaion might temper the impulse to expand the reach of
domedtic laws to cover foreign irrfringements“ Third, consolidation provides a way to
avoid inconsgtent judgements™ Fourth, consolidation would further the gods of the TRIPS
Agresment in that it would be possible to inditute proceedings in courts that act quickly.™
Hfth, consolidation preserves  litigation  resources and  reduces  opportunities  for
harassment.” Sixth, consolidation might add to the willingnessto satle ™

Some negative consequences of consolidation are dso presented in the commentary
to the DGD. Greater enforcement of intelectud property rights could be viewed as a
negative consequence. Accordingly, it would be more desrable to tolerate infringements,
paticulaly for remote jurisoliciions19 Moreover, some negdive consequences in connection
with dass adtion in the United Sates have been aired againg consolidation provisons
Inaccurate results might follow if a sngle court is forced to apply the law of many Sates”
Consolidetion might provide the plaintiffs with undue power, which can lead to settlements
of meitless dams®® On the other hand, it has been argued that consolidation might also
incresse the plaintiff’s interest in sttling knowing it only has one chance to win.”

11 Dreyfuss & Ginsburg, 36.
12 For adiscussion regarding the DGD see also Moore & Parisi.
13 Dreyfuss & Ginsburg, 36.
4.

2,

18 Dreyfuss & Ginsburg, 37.
4.

8.

g,

2d,

2 d.

21d,

2d.



4.4.3MP! Proposa

An Alterndtive Draft for Provisons on Proceedngs Involving IP Rights (the ‘MM
Proposa’) was presented by a working group a the Max Planck Inditute for Intellectud
Property, Competition, and Tax Law in Munich, Garmany. The working group, which was
chaired by Dr. Annette Kur from the Max Planck, conssted of researchers from different
European countries™*

The MPI proposd represents a contribution to the debate on internationd
jurigdiction in intdlectud propety digoutes It tekes into account not only the Hague
proposal but also the DGD and, to some limited extert, the Sterling proposal.”

The MPl proposd firsd addresses the quedtion of which intelectud property rights
should be induded in a convention on internationa juridiction. Wheress the DGD is
focused on copyright and neighbouring rights, the MPI Proposd would teke a holidic
approach; no intellectud  property right should be exduded.”® Thus equa importance is
atributed to dl areas of intdlectud property law, and, as far as possble, the proposd seeks
to avod discriminating between different categories of intelectud property law. The MPI
Proposal does, however, try to teke into account paticularities of different IP rights
wherever it is necessary and feasble to do so.

As the MPI Proposd can be sad to be some kind of European counterpart to the
DGD, it discusses not only the merits of the DHJC but dso of the DGD. It is dated that the
approach of the DGD gppears “novd and unfamiliar” in its flexible gpproach to identify a
st of courts having adjudicatory competence over the paties combined with a consultation
proc:&ls27 Instead of following the DGD agpproach, the MPI Proposd accepts the more
redtrictive approach of the DHJC.?®

The MP Proposd consgts firg and foremost of a sngle aticdle on jurisdiction in
intdllectual property meters. This atide 12a shows dready in its numbering its dose

24 The members of the MPI working group on international jurisdiction consisted of Josef Drex
(Director at the MPI, Germany), Fritz Blumer (Switzerland), Jordan Gimbel (Sweden, USA), Ulf Maunsbach
(Sweden), Wolf Meier-Ewert (Germany), Marcus Norrgard (Finland), Alexander Peukert (Germany), Dieter
Stauder (Germany, France), Dorothee Thum (Germany) and Carolina Saf (Sweden).

5 MPI Proposal, Ch. I.1.

2 MPI Proposal, 1.2.1.

2" MPI Proposal, 1.2.2.

28 MPI Proposal, 1.2.2.
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connection to the 1999 DHJC, where IP maters are dedt with in aticde 12. The MPI
Proposd does nat, therefore, contain provisons of its own on quesions such as recognition
and enforcement of foreign judgements. In these respects it relies on the provisons of the
1999/2002 DHJC.

In short, Artidle 12a provides that issues of vdidity shdl be tried by the courts in  the
country of regigration. In infringement cases the flexibility is greeter. Fird, the parties have
a right to conclude a choice of court agreement. Second, the infringement may be tried in
the country of regigration. Third, and lagly, the courts of the country where the defendant is
hebitudlly resident have intemationd juristiction.”® The courts of hebitud resdence have
juridiction with respect to dl infringement cdams rased agang that defendant, wheress
the courts in the country of regidration (as a rule) only have jurisdiction with respect to
infringements occurring in thet territory.30

In subsequent work of the working group the MPI Proposal has been supplemented,
for ingance, with provisons on jurisdiction with regard to provisond messures and cases
of multiple defendants™ Also as to these aticles, the dructure of the DHJC has been
followed. Thus, the proposd for a provison on prdiminary injunctions is atide 13 and the
provison on multiple defendantsis article 14.

Artide 13 on provisond messures takes as its darting point that the courts having
juridiction ether on the bass of habitud resdence or in a multiple defendants case have
globd juridiction: such courts have the jurisdiction to order measures having effect outsde
the country of the court. The jurisdiction of dl other courts is limited to the teritory of the
dtate of the court.

In dhort, atide 14 on multiple defendants provides for a spider-inthe-web-solution.
Multiple litigation may be consolidated in the courts of the country of the man infringer if
there is a dose connection between the main infringer an the other defendants and if there is
a ubgantia connection between each defendant and the courts of the country in question.
Such acourt has jurisdiction to make orders with effect outsde to Sate of the court.

The MP Proposd emphasises the need for consolidetion of litigation both in cases
where one infringer has infringed in severd countries and dso if there ae multiple

29 MPI Proposal, I1.
% Thereis one exception to this rule in article 12a(5).

31 See, for instance, Annette Kur, Jurisdiction and Choice of Law in Intellectual Property Matters —



infringers.

4.4.4 Problems with jurisdiction conventions

A oconvetion on jurigdiction would only patly remedy the inconvenience of
multiple litigation. Although consolidation could be achieved in some, or even many, cases
enforcement would nevethdess rdy on nationd enforcement sysems, i.e  naiond
sanctions, interim messures and procedures. This leaves room for dl kinds of passve
resgance on the pat of nationd authorities or a leest differing interpretations due to
different legd culturess Among the parties not leest the defendant, there would ill be
congderable playground for prgjudices and mistrust againgt foreign judges.

There ae ds0 congderable political obdacles before a convention on internationa
juridiction in intdlectud property matters can be concluded. The DHJC has been narrowed
down into a choice of court convention, and the MPI proposds is as of now only academic
projects without the necessary palitical momentum needed.

4.5 Alternative Dispute Resolution

4.5.1 Introduction

S fa the possble olutions to the multiple litigaion dilemma have been
adjudicatory, that is the gpproaches have been based on solutions where courts resolve the
disoute between the paties in a traditiond adversarid (adjudicatory) manner. This means
essentialy that the court decides the case dfter the partties have presented their clams
grounds and evidence. The decison of the court is find and binding, often it is however
ubject to apped.

Alternative dispute resolution (ADR) could be a vidble dterndive to litigation. Here
the pros and cons of ADR will be discussed.

4.5.2 Types of ADR

Thee ae sved types of dtenaive disoute resolution. All dispute resolution
methods that do not rdy on the traditiond court sysem can be described as ‘dternative.

Perspectives for the Future. Tagungsbericht. GRUR Int 2004, 306 ff.



Arbitration is probably the best known form of dternative dispute resolution. Arbitration is
binding and find, jug like litigation. In many cases it is chegper and fagter than litigation.
But due to its binding and find nature, arbitration will not be dedt with in this paper. One
foom of ADR is negotition, which takes place in nearly dl disoutes probably without the
paties or counsd ever reflecting on that negotiation is an ‘dternativé dispute resolution
method. Other types of ADR include early neutrd evduaion (ENE) which is a prdiminary
asessment of facts, evidence or legd merits ENE is desgned to hep paties avoid further
unnecessary  dtages in litigation and/or serve as a bads for further negotigtions. Also expert
determination is a form of ADR. Expet determination is a process in which an independent
third party, acting as an expet rather than judge or arbitrator, is gppointed to decide the
disoute or evauate certain aspects of the dispute.

The type of ADR which is of interest in this pgper is mediaion, which is a voluntary,
nonbinding private digoute resolution process in which a neutra person (the mediator)
helps the parties try to reach a negotiated settlement. Mediation could be described as a form
of assisted settlement conference at which dl parties are present and represented by counsd.

4.5.3 Reasons for mediation

Many counsd and paties probably revert to litigation because of tradition; litigation
is the method of digpute resolution in IP infringement cases. Paties may, however, have
severd reasons to try mediation instead of litigation or, a leadt, before going to court. It has
been sad that there are six characteristics of IP conflicts that make them suitable for ADR.
Frg, if the conflict involve inventors or atigs (not only companies) they atach more
weight to things such as fame and recognition than monetary compensation. Second, [P
litigation can be very expens've32 Third, time is of the essence in IP cases. IP can become
obsolete very quickly through technologica or amilar changes in the busness environment.
Furthermore IPs are as a rule limited in time. Fourth, IP digoutes are often complex and
require a high levd of knowledge in some technicd fidd. Ffth, confidentidity is an
important aspect. Ladlly, IP disputes often transcend netiond borders and there may thus be

32 |n the Usa a study shows that the total median cost of patent litigation through tria is $1.000.000.
The median cost for copyright litigation is $100.000. The median cost, however, for mediation is $50.000,
which is half of the median cost of copyright litigation and 5 % of the median cost of patent litigation. See
Judith A. Szepesi, Maximizing Protection for Computer Software, 12 Santa Clara Computer & High Tech. L.J.
173, at 200.



juristictiondl issues that lessen the interest for traditiond litigation.> All sx characteristics
areimportant, but in this paper epecidly thislagt oneis interesting. 3

4.5.4 Voluntary and mandatory ADR

All forms of ADR require mutud consent from the parties. In contractud disputes,
the contract can provide for negatiations, mediation, arbitration etcetera or any combination
of these The requirement of mutua consent does in medition presant even though
mediation has begun: aparty isa liberty to wak out a any point of mediation.

In infringement cases the requirement of mutuad consent decreases the parties
interest for mediation. Since there as a rule is no prior contract between the parties in which
the method of dispute resolution is provided for, it is quite unlikdy thet such a submisson
agreement would be conduded &fter the rights holder has made his dlegatiion about
infringement. Usudly, in tha case the infringer and the rights holder have diverging
intereds a quick and easy olution to the dispute is in the traditiond thinking not in the
interest of the dleged infringer. In some cases, however, both paties may have an interest in
opting for mediation even in infringement cases.

This kind of voluntary mediation is open for the paties dready today. For ingtance,
the WIPO Arbitration and Mediaion Centre (arbiter.wipo.int/center) offers ADR services,
which paties to a dispute may use Also, the Internationd Trademark Association INTA
and the CPR Inditute for Disoute Resolution offer ADR in trademark and unfar
competition digoutes™

The problem is how to dimulae the use of ADR in noncontractua disputes, and
especidly IP infringement cases.

3 Danny Ciraco, Forget the Mechanics and Bring in the Gardeners, University of Baltimore
Intellectual Property Law Journal 2000, 47 et seq, at 52—53.

3% Danny Ciraco, Forget the Mechanics and Bring in the Gardeners, University of Baltimore
Intellectual Property Law Journal 2000, 47 et seq, at 78—79: “Mediation can help on an international level:
disputes arising in the absence of both cultural commonality and precise rules for behaviour may require
intermediaries to compensate for those deficiencies. Mediation can be tailored to accommodate different
countries philosophies on IP and to avoid jurisdictional obstacles. [...] The Internet is a prime example of IP
rich materialsthat can fall victim to jurisdictional problemsif adispute arose.”

% Alternative Dispute Resolution, http://www.inta.org/adr/, 7 October 2004. See also the interesting
mediation video at http://www.inta.org/adr/video.html, 7 October 2004.
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Frd, through education ADR can be brought to the dtention of interested parties,
companies and counsd. Second, the CPR Inditute for Digpute Resolution has developed a
fascinating ‘Corporate Policy Statement on Alternatives to Litigation’. According to CPR
over 4000 companies (induding CocaCola, Microsoft and Pfizer) have adopted the ADR
pledge, which obliges companies that have teken the pledge to sarioudy explore negotiation,
mediation or other ADR processss in conflicts aising with other sgnatories before pursuing
full-scde litigation. The pledge reads as follows:

In the event of a business dispute between our company and another company which
has made or will then make a similar statement, we are prepared to explore with that other party
resolution of the dispute through negotiation or ADR techniques before pursuing full-scale
litigation. If either party believes that that disputeis not suitable for ADR techniques, or if such
techniques do not produce results satisfactory to the disputants, either party may proceed with

litigation.

This pledge is to be sgned by the company CEO and Chief Legd Officer and faxed
to CPR. There are dso amilar pledges for law firms and entire industries.

The pledge, like a regular contract, is designed to provide for ADR before a dispute
aises. The problem with pledges like with dl voluntary forms of disoute resolution, is thet
it requires that the companies make the statement or conclude a contract.

Third, in addition to voluntary ADR there are dso mandatory (or compulsory) ADR,
which in essence means that parties are obliged to try some ADR technique before the case
is tried in court. The court would thus order the parties to engage in ADR proceedings
before the trid on the merits If the parties would refuse, the court could take this into
acocount in the divison of legd cogts or find contempt of court or the like.

ADR in the form of binding and find abitraion (or the like) is not proposed here
The proposd here incdudes only mandaory mediaion, snce it is non-binding and would
thus pose a gndle problems to the conditutions of the countries paticipaing. In
internationd, cross-border, multiple 1P litigation mandatory ADR could be a viadle solution
(subject to the condtitutions of the Sgnatory ates).

ADR can be mandatory in whole or in part. Firs, mandatory ADR could reguire the
parties to reach a solution in the ADR proceedings, that is, it is mandated that the parties
mus teke pat in ADR until an ‘amicable settlement is reached. This form of mandatory
ADR is not advissble Negotiations and settlements must be the end result of voluntary



negotiations. Second, the mandatory character can mean that the paties must take pat in
ADR for a certan number of sessons or for a cetan period of time. Here, no result is
required. Third, the lesst invesve form of mandatory ADR would be that the parties must
take pat only in the fird sesson and let the mediaor give his opening presentation. It is
possble, even likely, that the third dternative could work.

4.5.5 Some problems with ADR

ADR is not suitable for dl kinds of cases It would mogt likely be a bad solution in
piracy and counterfeit cases. These cases often involve an dement of crimind behaviour,
which in turn means that they require some measure of ‘ punishment’.

If one paty or both paties are in need of a lega precedent, ADR is not the best of
options. Only court judgements are public and aways based on the law.

Since ADR is interest-driven and not rights-driven, there is a risk that the stronger
party coerces the wesker paty into an unbaanced sttlement. This risk is dso present in
traditiona litigation in (pre-trid) sdttlement negotiations. One could perhgps say tha the
rik of coercion is to some extent higher the more emphagis is put on negotiaions and other
fooms of ADR. Possbly some of the risk could be mitigaed through the use of good
mediators.

If ADR fals and the parties go to trid, the totd cods of disoute resolution would be
higher than if only litigation had been conducted. This is a vdid point, but snce the success
rate of ADR may be as high as 80 % there is reason to take the risk of higher costs.

ADR would not solve the multiple litigetion problem in dl cases. There is no idea in
consolidating proceedings to ADR if unrdaed infringers infringe the same IP right in
different countries. There is no economy of scde in this indance. But the best result would
be achieved if the same infringer (or a group of companies) infringe by usng the same
infringing materid in different countries. Then dl these infringements can be dedt with a
onetime.

Findly, the rdaionship beween ADR and injunctive rdigf would have to be
caified. Would mandatory ADR bar injunctive rdief, or would it be possble for the rights
holder to gpply for a prdiminary injunction before or during ADR proceedings?

4.5.6 ADR Convention
Mandatory ADR could be provided for in an internatiiona convention even if a
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World Peaent, Internationat Copyright Code or a jurisdiction convention would prove to
controversd. A convention would smply provide that courts (fird indances) in dl
contracting states would order the parties to teke pat in ADR (mediaion) before trid at
leest in multiple litigetion cases. Even if the other solutions (World paent etcetera) would
become redity, a convention on ADR could be worthwhile to pursue as a means of further
enhancing the effectiveness of the procedurd system.

The convention would not necessaily have to dipulae on what kind of ADR should
be used. Instead the question could be Ieft entirdy to the parties. If no agreement on the type
of ADR has been conduded within a time limit st by the court or by the convention, the
paties would have to take pat in one mediation sesson or dternatively the court could
decide to initiate some other kind of ADR procedure,

5 Conclusion
Although there are some open quedtions, | propose that ADR could be a viable way

of deding with internationd [P infringement disputes It would not solve dl problems snce
paties do not aways reach a compromise solution, but it would decresse the problems of
litigetion. Since it mogt likdy would be less controversd than a World Paent or a
jurisdiction convention, it could have a favourable reception.

Marcus Norrgard



