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Festo and the Future

Two intellectual property cases have reached the High Court, and the rulings may affect innovators for decades to come.

he Supreme Court is not often the arbiter of key intellectual property
disputes. But the Court has two cases that have drawn the full atten-

tion, and divided loyalties, of innovators. On Feb, 27, Legal Times
brought together five corporate counsel for a breakfast roundiable entitled “Fester

and Beyond.” Among other cases, the panelists discussed Eldred v. Ashcroft,
which raises far-reaching questions about the role of copyright law in spurring
innovation, and Feste Corp. v. Shoketsu Kinzoku Kogye Kabushiki Co., which
may-alter the application of the doctrine of equivalents in patent cases. The
event, which took place at the Crystal Gateway Marriott in Alexandria, Va., was
sponsored by Covington & Burling and LawCorps. Covington partner David
Ruschke introduced the session. (The editors at Legal Times selected the pan-
elists, chose the questions, and edited the transcript.) This was the second session

in the Legal Times 2002 Corporate Counsel Roundtable series.

-The Editors

JONATHAN GRONER, EDITOR AT LARGE,
LeGal Times: The court of appeals in
Eldred v. Asheroft upheld copyright
extensions that give creators control of
their inventions for the life of the creator
plus 70 years, whereas previously it was
life plus 50 years. How would you re-
spond to the argument that, if Eldred is
reversed, this would tend to stifle the cre-
ation of new products and be harmful 1o
the economy and creators of music,
movies, ¢l celera?

JOSHUA SARNOFF, ASSISTANT DIRECTOR,
GLUSHKO-SAMUELSON INTELLECTUAL
PrROPERTY Law CLINIC, WASHINGTON
CoLLEGE oF Law, AMERICAN UNIVER-
SITY: Let me try to put it in a broader
conlext. There is language in the copy-
right clause in the Constitution which
talks not only about the issuance of copy-
rights for limited times, but for limited
times for the purpose of promoling the
progress of science and the arts,

The premise is that you are granting
rights as an incentive for additional
production.

Bul by doing that, you also take things
out of the public domain for use by oth-
ers. You have created the right to exclude
others from—in the case ol copyright—

reproducing, displaying, and engaging in
other forms of cultural production thai
advance science and advance our culture.

So another aspect of this case is that
Congress has gone oul of ils way o
extend for 20 years the copyrights thai
keep all this cultural product from falling
into the public domain for common use.
The harm to the public is obvious.

The question is: What do you get in
terms of additional cullural production
for the additional 20 years of protection?

Going forward, maybe one can make
an argument that Congress has the bal-
ance right here—that the additional 20
years on top of a creative life span of 75
to 80 years provides very litile economic
value to creators.

But maybe the balance is a little bit
wrong. One can then argue that’s why the
Supreme Courl is reaching out lo take

this case, thal the justices think Congress |

went out of its way to do something that
was s0 aggressive Lhal the Court is going
to pull it back.

If one looks at the term extension
retroactively, though, the incentive argu-
ment 35 almost ludicrous. For existing
copyrights, it is not like you are going 1o
go back 50 years and give creators an
additional incentive lo create new works,
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So those, | think, are the basic argu-
ments. The other thing that might
explain the Court’s cert grant is the lan-
guage of the D.C. Circuit, which went
oul of its way to say that copyright is
categorically immune from First Amend-
ment analysis,

One argument went that this type of
extension of copyright should be subject
to First Amendment scrutiny because it
chills certain forms of expression. But the
D.C. Circuit held that if the work is sub-
ject to copyright law, there's no First
Amendment issue at all.

50 there is some potential that the
Court has reached out here, not only to
look at the limited times language [in
Article 1, Section & of the Constitution],
but also 1o reverse the D.C. Circuit that
any lype of copyright law is calegorically
|beyond First Amendment analysis).

LAaura K.-\H'I'I-'.R., GENERAL ATTORNEY,
LAW AND GOVERNMENT AFFAIRS DEPART-
MENT, AT&T Corr.: [ would like to
point out an interesting sideline 1o this.
Lawrence Lessig is the lawyer for the
plaintiff in this case. He is also an advo-
cale for shortening the length of patents
and limiting the amount of patent protec-
tion. He was an advocate against business
[method | patents.

There is an overarching issue here
about the scope of protected monopolis-
tic rights and fairness in the arcas of

both patent and copyright. And we have
to, of course, bear in mind the repeated
fights in the music arena between the
rights of business, the right of the cre-
ator, and the right of the public to have
the matenial earhier. 1 think that that is
the meat here.

That is an issue that you can’t pin to
any constitutional argument or any of the
arguments that were actually raised in the
case. But that is really what is underlying
a lot of the concermn—the balance between
freedom of expression, freedom of
thought, freedom of exchange of ideas in
the scientific community, the level of
importance of novel ideas and how fast
they age in an Intemel environment, and
whether or not we really want Lo give
inventors and copyright holders as much
protection as we have been giving them.

So Lessig's participation is very inier-
esting here. And [ think it is not unknown
to the Court that his posilions are very
well pubhshed.

FRANKLIN FINK, COUNSEL, AMERICAN-
GreerninGs.com: | would tend 1o agree
with that, | think that Lessig has a huge
problem in his argument, which is that
Article 1, Section 8 says that you can
grant monopoly power lor a limited time
to promote the advancement of arts and
sciences, hut how long is that limited
time?
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If vou ask Jack Valenti [president of the
Motion Picture Association of Americal,
he would say it is forever minus one day.
Lessig would say that it should be 14
years, as il was in 1790,

From an adjudicative standpoint, the
problem is how does the Court decide
what the appropriate limited time 157 Does
it remand to the District Court to have it
hold hearings with experts. and everybody
will opine on what a limited time is?
Doesn't that sound like a legislative judg-
ment? Isn't that what Congress does?

I'he fact of the matter 15 that this 1s a
Court that hates to make legislative
judgments

SarnorFr: This Court has gone out of iis
way, particularly in the 11th Amendment
spvereign immunity area, to draw cxactly
those types of fine lines and send it back
to Congress 1o do it again without any sorl
of guidance. So 1 don’t see it being partic-
ularly reluctant to jump in, if they think
that Congress has gone too far, and say,
“Try again.”

CLIFFORD SLOAN, VICE PRESIDENT BUSI-
NESS AFFAIRS AND GENERAL COUNSEL,
WASHINGTONPOST.NEWSWEEK INTER-
ACTIVE: But the question still remains:
What kind of guidance? What is the basis
for the Court’s decision?

And Congress will need to know: Al
what point does it transgress the limits
and what is the framework for assessing
that?

Both sides may have some difficulty in
fully articulating the framework. On the

one hand, the D.C. Circuit said, “Well,
under the limited tmes language, Con-
gress couldn't pass a perpetual term.” And
presumably, if Congress passed an 800-
year lerm, al some point there is going to
be judicial scrutiny.

But for those arguing that this particu-
lar statute transgresses that boundary
under a clause that seems to suggest a
tremendous amount of congressional dis-
cretion, whal is the principle for coming
to that conclusion? Unless one takes the
categorical position—which those chal-
lenging the statute have been reluctant o
do—that any extension of an existing
copyright is inherently unconstitutional
And that position raises other problems,

GroNER: Chris, you've had some involve-
ment in the music industry. You have
worked with bands and major labels and
so on. What is the perspective that cre-
ators are likely to take?

Curis REESE, GENERAL COUNSEL, SIGHT-
Sounp TEcHNOLOGIES INc.: This is more
my opinion than knowing what the vari-
ous artists would say, but I can’t imagine
any copyright not being created because
the copyright is going to end 50 years
after somebody created it.

Now the creator’s estate would obvi-
ously want to own that copyright as long
as possible. But if you are talking about
the promotion of the creative process, |
can’t imagine any harm in allowing for 50
years, instead of 70 years, beyond the
death of the creator.

Az a consumer, | would rather it be not
extended further. If 1 were a member of

Congress, | would certainly not vote for
the extension.

As for the Supreme Court, [ think it is a
classic slippery slope story. When do they
say an extension is too much constitution-
ally? It is probably [a situation where]
they know it when they see it. So [ don't
know what they are going to do here.

FesTo AND THE FUTURE

GronNeER: Laura, | know that you are con-
cerncd about the retroactivily issue in
Festo, Do you want to address that?

KasTER: I'd like to come back to the doc
trine of equivalents. The argument [laken
to a logical extreme] really is that we
oneht not to have the doctrine of eguiva-
lents. And there 1s some legitimacy o that
position,

But the problem with the Feste decision
is it arbitrarily divides the world into
cases where the patent went through nor-
mal processes and was granted as origi-
nally drafted and submitted, and those
patents in which no one knew at the time
that if they were amending, they would
lose the right to this doctrine of equiva-
lents. So it divides the world in an arbi-
trary way as o which patents get the doc-
trine of equivalents and which do not,

That really is the fundamental problem
with the issue before the Court. The real
problem, the practical problem noticed by
both sides of the aisle, is thal people
ought to know going in whether or not
this doctrine applies.

Frankly, the doctrine came about in a
situation where people were purposefully
creating slight design differences in order

to tuke advantage of patents. And it’s then
broadened—and that’s part of the problem
also.

The Federal Circuit is reversing ap-
proximately 40 percent ol the cases, so we
have the problem of unpredictability,

That is nol good for business. I's not
good for the public. It's not good for any-
body. We need 1o have rules. Sometimes
rules are just good because they're rules.

Hopefully, the outcome of this case
will be that we have some clear rules to
go forward.

GroNer: Chrs, you are part of a small
company that holds several patents. What
wiuld be the oulcome for companies like
yours if there were a complete aflirmance
ol the Federal Circuit in Fesro?

Reese: Well, Laura’s right that the argu-
ments for affirming Festo basically are the
same arguments you would make againsi
the entire doctrine of equivalents,

The reason for the doctrine of equiva-
lents is that someone shouldn’t be able to
steal the essence of someone else’s inven-
lion by making an insubstantial change.

Now, it might be difficult to go through
that analysis of what encompasses an
insubstantial change, but you have to do
that anyway, even post-Festo. You just do
it in a smaller number of cases.

I don’t think that this particular rule—
applying a bright line to one subset of all
of the issues you fight over in patent liti-
gation—really is going to give people pre-
dictability. I can’t imagine a patent litiga-
tion occurring where they don’t argue
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obviousness and nonobviousness, for
example.

You already have a judge and a jury
fighting over something that could not be
more uchy-feely and fuzzy. So to say
that for this one little area, we're going to
have a bright-line rule, I really don’t think
it solves the problem of unpredictability in
patent cases. It just makes you feel good
at the time you make the decision.

I think that what the court has essential-
ly done in the Federal Circuit is say,
“We're going to put our thumb on the
scale a little bit in favor of defendants”

And these are the defendants in patent
litigation who have made insubstantial

changes. If they have made substantial
changes to the invention, the doctrine of
equivalents never applies.

You know, when a horrible movie
comes out, it's kind of fun to read all the
film cntics. They relish the opportunity to
show how much they dislike the movie. 1
get a little bit of that relish in some of
these dissenting opinions in Festo. | think
they all made very good argumenis.

| would say that as a patent holder,
what you want is to have an opportunity
to protect your patentl.

Arthur Hair is the inventor of our
patent. He came up with an idea to distrib-
ute audio and video recordings over net-
works electronically, had the inklings of

the idea in 1986 when he was 25 years
old. Heis 41.

He has dedicated his life to this thing. It's
not a cure for cancer, but his view 15—and |
think now it will be generally accepted—
that this will be the future and it will be bet-
ter, faster, and cheaper for the consumer.

If you want somebody like Art Hair to
have a shot at changing an entrenched
industry—and [ think that describes the
music and movie industry to a T—then
you really need to let inventors have their
opportunities lo protect their patents. To
weigh in on the side of people who are
only making insubstantial changes to an
invention, I think, is a mistake.

cylinder], or the extra seal at both ends of
the tube. Now, it’s true that the piston had
to have some way of keeping clean. But to
say whether that’s insubstantial or not,
one would have to say two rings mean
one. And to say whether the magnetizable
sleeve is an insubstantial change, one
would have to say the magnetizable
means nol magnetizable.

That is why the competitor went out
and sold its product. They looked at the
patents and said, “We don’t infringe.”

What this means is that you always
have substantial uncertainty, even on
“insubstantial changes,” whether you will
be found to infringe even though the
patent clearly says certain things.



Fink: I go along with what Chris saystoa |  The second problem is: What's the

certain extent. Bul not completely, be-
cause | think there is a practical dimen-
sion for companies like, for example.
AmericanGreetings.com. We have a
patent portfolio. We also license patents.
We also use technology. We are essential-
ly a media company. We're not a technol-
ogy company.

And to say that if you have made sub-
stantial changes then you don't have to
worry about the doctrine of equivalents, 1
think misstates the practicality somewhat.
When you are advising management
about whether your art infringes on a cer-
tain patent, you've injected a good bit of
uncertainty because of the doctrine of
equivalents. Management gets very frus-
trated, because they feel like they can’t get
a straight answer out of their lawyers.

1 know that intellectual property law is
shot through with subjectivity. It is
unavoidable. It's just inherent in the kind
of law we practice.

And then you get this attack on the doc-
trine of equivalents. I don’t think the doc-
trine of equivalenis is going o go away in
this case. I think it's always going to be
with us for precisely the clear reason that
Chris has mentioned.

But [ think there is recognition in the
Federal Circuit, and I think there is recog-
nition in the Supreme Court, that the doc-
trine of equivalents means that every case
may be nonfrivolously litigated through
the Court of Appeals. That is a tremen-
dous burden to place on the public, be-
cause it's not just patent holders and
infringers. Ii's the public’s interest that
we're really looking after.

SarNOFF: | want to respond to three
things. The first is this concept of insub-
stantial changes.

In Festo, the insubstantial change at
issue was a magnetizable sleeve versus
nonmagnetizable sleeve [of a rodless

pract]cai lmpact ol this on companies
when they're thinking about getting
patents, as distinct from when they're try-
ing to avoid inffingement?

It may be a little bit unfair to change
the rules in the middle of the game, but at
the same time, no patent attorney would
ever have relied on the doctrine of equiva-
lents for how they drafied the claims.

That's witnessed by the fact that only
four Federal Circuit cases in 2000 held
solely on the doctrine of equivalents, ra-
ther than literal infringement. You always
write your claims, if you're doing your
job right, so that they literally cover the
things you're concerned about. So this is
really only about things that were either
unanticipated, or about bad drafting and
bad legal practice. That's not necessarily
what we want to be concerned about,

Finally, how do we distinguish this
from the Court upholding the doctrine of
equivalents? You have to go back to the
case law,

As clearly stated by the Supreme Court
in 1942 in a case called Exhibir Supply,
when you amend your claim to narrow the
scope of coverage that you're seeking in
your patent, you dedicate to the public
everything between the original claim lan-
guage and what you then end up claiming.

What the application of the doctrine of
equivalents here would do is take that
dedication of subject matter to the public
and pull it back to the patentee. That is, in
theory, different from when you articulate
your claim in the first place and you don’t
make the affirmative step of saying, “Hey,
we're giving up everything between what
we first asked for and what we're asking
for now.” Usually, what we asked for has
to be less because we found out there was
prior art, and we aren’t entitled to every-

thing we asked for. ]
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