E-FDR:  ECONOMICAL FAVORABLE (AND FAST) DISPUTE RESOLUTION

By:  Marvin Petry


How would you react if your company became involved in an intellectual property dispute?  Generally, one anticipates expensive litigation -- to sue or be sued -- usually coupled with some type of abbreviated and/or uncoordinated negotiation which may or may not fend off expensive litigation.  If litigation does commence, the parties often pursue the litigation with only minimal efforts made towards settlement.


That traditional approach, however, fails to fully consider the wide range of dispute resolution mechanisms now available, any one of which could resolve the dispute in a way which is highly favorable but less costly than litigation.


Use of E-FDR counsel may be the best way to achieve the most favorable outcome while minimizing costs.  E-FDR counsel serves only one party to a dispute (he is not a “neutral”) and he has as his functions (1) advising the client in identifying among the great number of dispute resolution mechanisms the one or more which will economically (and hopefully promptly) bring about a resolution most favorable to the client, and 

(2) assisting in the implementation of the selected resolution mechanism.


E-FDR is not passive.  As will be apparent from the following discussion, it is “aggressive” in the sense that it seeks to identify the resolution mechanism which best serves the interests of the client.  By contrast, the opponent, if not equally attuned to the importance of identifying the dispute resolution mechanism which best serves its interests, could find itself at a disadvantage.


There are at least two major obstacles to prompt settlement of most disputes.  A first major obstacle is the perception, whether true or not, that initially suggesting a resolution other than litigation shows weakness, and of course a perception of weakness is deadly to any favorable settlement.  However, E-FDR provides a mechanism for circumventing that obstacle.  If a company retains, on a regular basis, an attorney whose sole function is to settle or otherwise resolve disputes, then the company can represent to the opponent that this is just a normal routine business practice which the company follows in all cases, and that it will in no way alter the on-going efforts of the company’s trial counsel.


A second major obstacle is the failure to appreciate how a settlement attorney can serve his valuable separate role, while still interacting with and cooperating with the company’s trial counsel.  Trial counsel will of course lead the charge and assure that the company’s litigating posture is always clear and on course.  However, there are two reasons why the use of trial counsel, without separate settlement counsel, may not promptly achieve the best possible result.  First, for better or worse, it’s simply a fact of life that for trial counsel’s firm, there are strong economic incentives for the litigation to continue.  Second, trial counsel, as an expert in trial tactics and the like, is not necessarily an expert in or a student of the wide range of available dispute resolution mechanisms.
  In contrast, a team including trial counsel, E-FDR counsel and the client may be able to bring to light the most effective way to settle the dispute, which might include (1) alternative dispute resolution alone (prior to litigation or with a commenced litigation placed on hold), (2) litigation alone (there being no apparent viable alternative dispute resolution mechanism), or (3) some combination of litigation and a form of alternative dispute resolution.


What is “E-FDR” and “E-FDR counsel” as contrasted to the more conventional terms “alternative dispute resolution” and “settlement attorney”?  These more common terms are avoided here because they are actually more narrow than E-FDR.  E-FDR examines a broader spectrum of mechanisms for economically and favorably resolving a dispute, only one of which mechanisms is “alternative dispute resolution” and only one of which favorable results is “settlement”.  There are three general categories of dispute resolution mechanisms.

First, the best economical favorable resolution may in fact be one of those under the heading of “alternative dispute resolution”.  Here, E-FDR counsel can be helpful from the moment that a dispute is initially identified, generally when an infringement is noted or a cease and desist letter is received, to identify alternative mechanisms to head off litigation.  If litigation is initiated, the alternative dispute resolution mechanisms should of course be considered to settle the litigation.  E-FDR counsel can even be helpful in drafting a final settlement agreement, primarily in advising and drafting any arbitration/mediation clauses.

A second mechanism for economically favorably resolving disputes, one which can also be implemented when the dispute first erupts, even prior to litigation, is to look hard for business strategies which might be more favorable to the company than pursuit of litigation.  For example, the company might be totally confident that it can overwhelm the opponent in the marketplace.  If committed to that view, it might be sensible to resolve the dispute by giving the opponent a license and then watching it wither over time in the marketplace.  As another example, an accused infringer may find that a key claim limitation can be easily and economically designed around, thus rendering the expenditures of a law suit a waste of time and money.  As another example, the parties might perceive a highly effective future business cooperation.  In one case an accused infringer settled and took a license under the patent in suit.  Because of cooperative business efforts thereafter, he expanded his own business and became a great supporter of the patent owner.  The common thread of these solutions is to fully understand the business goals of the company and the resolvable issues in the dispute to see if there is a match.

The third resolution mechanism might not involve settlement at all.  After the litigation is started, if other alternative mechanisms for resolving the dispute do not seem possible, economics and the most favorable resolution might be achieved by controlling and limiting the litigation itself.  This can be done by focusing the court on critical issues while deferring expenditures on other aspects of the litigation.  Many litigation settlements are based on construction of a key claim limitation and even based on jurisdictional issues (great weight given to whether the jury is in plaintiff’s or defendant’s city).  As another example, if a key element of lost profits is a critical issue, the parties might seek to initially resolve that issue, knowing that if a meaningful monetary recovery becomes impossible, the case will probably settle.  Economics might be achieved by an agreement between the parties to place other issues on hold while pursuing that issue.  If such a request to so limit the litigation is made by an attorney hired by one of the parties for the sole purpose of settlement, that request is more likely to be accepted by the court.

With respect to the first of these mechanisms, alternative dispute resolution, the expertise of E-FDR counsel can be of particularly great assistance.  Alternative dispute resolution is here to stay and its use is growing.  Legislation encourages its use
 and companies are using it.  According to a survey of the top 1,000 largest U.S. companies, 88% have used mediation and 79% have used arbitration.


More importantly, the number of possible alternative dispute resolution mechanisms is very great, and expertise is clearly needed to select which one or combination to use, either per se or in combination with litigation tactics, if in fact litigation has commenced.


For example, the possibilities include:  facilitative mediation, evaluative mediation, arbitration, bracketed arbitration, final offer arbitration, expedited arbitration, fast track arbitration, med-arb (mediation combined with arbitration), MENDOLA (mediation and last offer arbitration), neutral evaluation, a settlement conference, a 

mini-trial, a summary jury trial, neutral expert fact finding, a court appointed special master or private judging.  In any given instance, any one of these may be preferable over all others.  Another decision includes selection of the organization which will handle the arbitration including the American Arbitration Association, WIPO, JAMS, the court or none of these.  Each has its own advantages and disadvantages.  Once a procedure and organization, if any, have been selected, other decisions arise such as whether the procedure will be binding or non-binding, confidentiality and location (including identifying the country in the case of an international dispute).  Finally, even after all of these decisions have been made and the procedure is underway, expert guidance would be helpful in understanding and following the rules for each procedure and strategy within the rules.


Additionally, E-FDR counsel may be able to initiate those proceedings more readily than the trial counsel.  For example, before litigation has started, the opponent in the dispute may be more receptive to an approach by E-FDR counsel then by the trial counsel.  Once litigation is underway, if it is decided early in the litigation that a mediation or the like could resolve the law suit, the court might be more receptive to an approach by E-FDR counsel; and an approach made by E-FDR counsel would be less likely to be opposed by opposing counsel, or at least any such opposition might be less persuasive to the court.  Also, although courts always wish that cases will settle, it is often true that a trial judge is really too busy to focus sharply on settlement until a later point in time when the case is getting too old or the trial calendar is too crowded.  At that time, both sides have generally spent large sums of money and early windows for settlement opportunities may have vanished.  Another advantage of E-FDR counsel in mediation, especially mediation with a judge or magistrate, is the inclusion of E-FDR counsel at all stages.  Judges and magistrates frequently exclude trial counsel in order to speak only with the principals, perceiving rightly or wrongly that trial counsel tend to be combative and would therefore hinder settlement.

It is important that E-FDR counsel has had experience in the trenches of litigation and otherwise in settling disputes.  Not only does such a background provide know-how and legal knowledge for creatively and informatively identifying possible avenues for resolving the dispute, but it also provides the credibility for dealing with the client, trial counsel, the opposition and the court.


E-FDR counsel should also have a sufficient knowledge of business to understand the client’s business goals; and of course he should be knowledgeable with respect to the various alternative dispute mechanisms.


Some large litigating law firms, recognizing either the need for or the client’s perceived desire for minimizing litigation, have set up ADR or settlement groups separate from the trial counsel.  However, in contrast to the inescapable economic interest of trial counsel’s firm in continuing the litigation, E-FDR counsel from another firm would have only the single goal of seeing the dispute resolved in a way which is economical and serves the best interests of the client.

� Marvin Petry is a senior partner in the intellectual property law firm of Larson & Taylor, Alexandria, Virginia.


�   Many years ago, I heard an experienced trial lawyer, when asked to work on settlement, refuse to do so, saying that his job was to litigate and that someone else should be hired to settle.  At the time I believed that his view was not in the best interests of the client.  In retrospect, he probably had it right.


� 28 U.S.C. §§ 651-658 authorizes certain United States district courts to refer certain matters to arbitration.


� Lipsky, David B. and Seeber, Ronald L., “The Use of ADR In U.S. Corporations:  Executive Summary”, available on-line @ http://www.ilr.cornell.edu/depts/ICR/NEW/execsum.html.
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