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Abstract 

Arbitration is soon becoming the preferred mode of dispute resolution. Since 

arbitration is a private and confidential process to resolve disputes it has certain advantages in 

settlement of disputes involving intellectual property Intellectual property rights are 

considered as right in rem, as it enables the owner of the intellectual property to exclude the 

other persons from using or exploiting it. One of the concerns is that intellectual property is 

an exclusive right granted by the State. Arbitral tribunal is a private body set by way of 

agreement between the parties. It is argued that such a private body should not have the 

authority to invalidate a state created/granted right. Further intellectual property rights are 

considered to be right in rem. A right in rem is a right exercisable against the world at large, 

as contrasted from a right in personam which is an interest protected solely against specific 

individuals. Hence it is sometimes argued that disputes involving intellectual property will 

also affect the rights of third parties who have not submitted to arbitration. This paper seeks 

to study the benefits of resolving intellectual property disputes using arbitration. The paper 

analysis as to whether disputes involving intellectual property can be settled by arbitration in 

the United States.  The paper also analyses the different judicial approach adopted by the 

various Courts in India in deciding the matters involving the aspect of arbitration in 

intellectual property disputes over a span of time. 
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Introduction 

Litigation has been an age-old mode of dispute resolution. However, this method of 

dispute resolution has been plagued with number of problems such as delays, high cost and 

lack of expertise to resolve certain matters. Add to this in the event of a transnational dispute, 

factors such as distrust of foreign legal practices, political and economic structures also form 

a justification for active avoidance of a particular court system. Additionally, the adversarial 

system is charged with regularly failing to achieve its ultimate objective namely that of 

justice.i In order to avoid these problems, parties’ resort to alternate means of dispute 

resolution. 
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Arbitration may broadly be described as a private process that commences with 

agreement of the parties to an existing or potential dispute to submit that dispute for the 

decision by one or more arbitrators. The tribunal is chosen by the parties who may establish 

the procedures to be adopted by the tribunal. The decision of the tribunal (award) is final and 

binding on the parties.  

Most jurisdictions have modified their domestic laws to reflect the Model Laws 

prepared by UNCITRAL and recommended for adoption by the United Nations General 

Assembly. Internationally, instruments such as the New York Convention on the Recognition 

and Enforcement of Foreign Arbitral Awards 1958, adhered to by 156 States, provided for 

expedited enforcement of a valid arbitration agreement and award rendered in a contracting 

state in the territory of another contracting.ii 

 

The Arbitration and Conciliation Act, 1996 defines the term arbitrationiii as: 

“Arbitration” means any arbitration whether or not administered by permanent 

arbitral institution 

However not all disputes can be settled by arbitration. Arbitration, being a private 

process, the subject matter of the dispute must be capable of being settled by arbitration. One 

of the grounds to refuse enforcement of a foreign arbitral award under the United Nations 

Convention on the Recognition and Enforcement of Foreign Arbitral Award is that the 

subject matter of the dispute is not capable of being settled by arbitration.iv 

With the increasing importance of intangible assets such as intellectual property rights, it has 

also given rise to disputes relating to intellectual property. The World Intellectual Property 

Organisation definesv Intellectual Property as: 

Intellectual property (IP) refers to creations of the mind, such as inventions; literary 

and artistic works; designs; and symbols, names and images used in commerce. 

In the case of The Institute of Chartered Accountants of India v. Shaunak H. Satyaandvi, the 

Hon'ble Supreme Court of India has relied on the definition of the Intellectual Property as 

provided in Black's Law Dictionary, 7th Edition, page 813, which states as under: 

The term 'intellectual property' refers to a category of intangible rights protecting 

commercially valuable products of human intellect comprising primarily trade mark, 

copyright and patent right, as also trade secret rights, publicity rights, moral rights 

and rights against unfair competition. 
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In the case of GurukrupaMech Tech P. Ltd. v. State of Gujaratvii, the Hon'ble Gujarat 

High Court has defined the Intellectual Property as a negative right.  

The Intellectual Property Law is a negative right which means it is a right to exclude 

others from using the property generated by the registered owner. It is thus obvious 

that this law anticipates pre-emptive measures to prevent the misuse, as the property 

is intangible per se. Any reproduction in tangible medium becomes susceptible to 

misappropriation therefore, the statutory rights ought to be protected. 

In the case of McDonalds India P. Ltd. v. Commissioner of Trade & Taxes, New 

Delhiviii, the Hon'ble Delhi High Court described the Intellectual Property Rights, as under: 

The peculiarity of intangibles or incorporeal property, of the kind this court has to 

deal with, i.e. intellectual property, is that unlike real property, its boundaries are 

unset. These rights are only real and effective to the extent they enable the owner or 

transferee to "keep out" from use those who are not permitted to do so. In other 

words, the nature of intellectual property and the remedies provided for their 

enforcement, hinge upon the right to exclude others from using it…. 

Intellectual property rights are thus considered as right in rem, as it enables the owner 

of the intellectual property to exclude the other persons from using or exploiting it. A right in 

rem is a right exercisable against the world at large, as contrasted from a right in personam 

which is an interest protected solely against specific individuals. Actions in personam refer to 

actions determining the rights and interests of the parties themselves in the subject matter of 

the case, whereas actions in rem refer to actions determining the title to property and the 

rights of the parties, not merely among themselves but also against all persons at any time 

claiming an interest in that property. 

Advantages of Arbitration in Intellectual Property Disputes 

Since arbitration is a private and confidential process to resolve disputes it has certain 

advantages in settlement of disputes involving intellectual property. Very often intellectual 

property disputes are international in nature. Litigation is likely to involve multiple court 

proceedings under the laws of different countries. A jurisdiction may give a decision which 

conflicts with the decision given by another jurisdiction. In case of arbitration, the parties can 

choose the governing law and once the law is chosen by the parties the arbitral tribunal 

applies that law to decide upon the dispute.  Another important factor influencing party’s 

decision to choose arbitration as a mode of dispute resolution involving intellectual property 

is technology. Intellectual property disputes are likely to involve complex technology. In case 
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of litigation, the judge may not have the expertise to adjudicate upon the matter. In case of 

arbitration, this problem can be resolved as the parties can choose an expert having 

knowledge in a particular technology as an arbitrator. Speed is another factor that weighs on 

the minds of parties choosing the mode of dispute resolution. In case of intellectual property, 

time is of essence in resolving the dispute as the technology involved is volatile and fast 

evolving. In case of litigation, parties are bound by the specific court procedures which can 

be lengthy and time consuming. In case of arbitration parties can decide the procedure to be 

followed by the tribunal. Further, the public nature of litigation maybe a strong deterrent in 

resolving intellectual property disputes. In case of intellectual property protected by way of 

trade secrets, litigation would take away the confidential nature of the property resulting in 

huge loss to the owner of the trade secret. Arbitration on the other hand is a confidential 

process of resolving disputes and thus would give confidence to the owner that the secrecy of 

the information on which he is claiming protection would be maintained. 

Despite the fact that there are certain benefits of settling disputes relating to 

intellectual property by arbitration, given the nature of intellectual property, specific concerns 

also arise regarding the same. One of the concerns is that intellectual property is an exclusive 

right granted by the State. Arbitral tribunal is a private body set by way of agreement 

between the parties. It is argued that such a private body should not have the authority to 

invalidate a state created/granted right. In other words, grant of an intellectual property right 

is made through an exercise of the sovereign authority of the State and only State should be 

able to undo it.ixFurther intellectual property rights are considered to be right in rem. A right 

in rem is a right exercisable against the world at large, as contrasted from a right in personam 

which is an interest protected solely against specific individuals. Hence it is sometimes 

argued that disputes involving intellectual property will also affect the rights of third parties 

who have not submitted to arbitration. To allow the arbitration of questions of grant or 

validity of IPR challenge the contractual nature of arbitration, since a private arbitrator is not 

authorised to dictate legal effects ergaomnes.x 

Another hinderance in arbitration of intellectual property is concept of public policy 

which allows the court of a jurisdiction to refuse to enforce a foreign arbitral award. The New 

York Convention allows the competent authority in a country, where recognition and 

enforcement of the foreign arbitral award is sought to refuse to enforce the award if it is 

contrary to the public policy of that country. However, what constitutes public policy varies 
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from country to country depending upon the socio – economic situation in the particular 

country. 

 

ARBITRABILITY OF INTELLECTUAL PROPERTY DISPUTES IN THE UNITED 
STATES 

 
Before 1983, there was considerable uncertainty in the United States about whether 

intellectual property rights were an appropriate and permissible subject of arbitration. 

Because IP rights by their very nature include the power to preclude direct competition, 

courts tended to rule that IP rights so implicated the public interest that only public courts, 

and not private arbitrators, were authorized to resolve disputes concerning such rights.xi 

In Beckman Instruments, Inc. v Technical Development Corp.xiithe US Court of 

Appeals agreed with the view taken by the district court that the contract did not expressly 

provide for arbitration of patent validity claims. Also, Court of Appeal agreed with district 

court that the questions relating to patent validity are inappropriate for arbitral proceedings 

and should be decided by a court of law, given the great public interest in challenging invalid 

patents. 

That view has changed, however, and today there is little doubt that all U.S. 

intellectual property issues are a proper subject of binding private arbitration in the United 

States. 

Today 35 U.S.C. Section 294 provides: 

(a) A contract involving a patent may contain a provision requiring arbitration 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. 

(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.  

Although there is no comparably specific statutory language guaranteeing the 

arbitrability of copyright, trademark, and trade secret issues in the United States, the courts 

have left no doubt that issues concerning these IP rights, including ownership of the rights, 

are arbitrable, although as in patent arbitrations, the results are binding only between the 

parties to the arbitration and not on others.xiii 
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In Ballard Medical Prods. v H. Earl Wrightxiv, the US Court of Appeal dealt with the 

issue of limits of arbitral tribunal’s power to deal with the claims against validity of patent. 

The Court of Appeal concurred with the opinion of the district court, which had stated that, 

“It is one thing to say that arbitrators should consider public policy in doing their job and 

quite another to say that arbitration boards constitute some sort of roving Patent Office 

empowered to pass upon the validity of patents and enforce the patent laws wherever they 

may find them.  

The court further added that, 

Had arbitrators in this case taken it upon themselves to invalidate Wright's patents, 

Wright might have very well have been able to petition this court to vacate the award under 9 

U.S.C. § 10 (a)(4) on the grounds that the arbitrators had exceeded their powers. 

 

ARBITRABILITY OF INTELLECTUAL PROPERTY DISPUTES IN INDIA 

In principle all disputes civil as well as criminal that can be adjudicated by courts are 

capable of being settled by way of arbitration.  

 In Booz Allen Hamilton v SBI Home Financexvthe Supreme Court summarized the principle 

of arbitrability of disputes and observed: 

Arbitral tribunals are private fora chosen voluntarily by the parties to the dispute, to 

adjudicate their disputes in place of courts and tribunals which are public fora 

constituted under the laws of the country. Every civil or commercial dispute, which 

can be decided by a court, is in principle capable of being adjudicated and resolved by 

arbitration unless the jurisdiction of arbitral tribunals is excluded either expressly or 

by necessary implication 

Supreme Court further went on to enumerate certain subject matters of dispute which 

are considered to be non-arbitrable such as criminal offences, disputes relating to family 

laws, insolvency and winding up, testamentary matters and tenancy disputes.  The Supreme 

Court stated that: 

Generally, and traditionally all disputes relating to rights in personam are considered 

to be amenable to arbitration; and all disputes relating to rights in rem are required to 

be adjudicated by courts and public tribunals, being unsuited for private arbitration. 

This is however not a rigid or inflexible rule. Disputes relating to sub-ordinate rights 

in personam arising from rights in rem have always been considered to be arbitrable. 

Supreme Court further observed:  
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The conventional view is thus that, for example, rights under a patent licence may be 

arbitrated, but the validity of the underlying patent may not.....An arbitrator whose 

powers are derived from a private agreement between party, A and party, B plainly 

has no jurisdiction to bind anyone else by a decision on whether a patent is valid, for 

no-one else has mandated him to make such a decision, and a decision which 

attempted to do so would be useless. 

Arbitrability of intellectual property disputes in India maybe understood with the help 

of certain judicial pronouncements.  Delhi High Court in the case of Mundipharma AG v. 

Wockhardt Ltd.xvi dealt with the provisions of Chapter XII of the Copyright Act, 1957 

relating to civil remedies in case of infringement of copyright. It was held that every suit or 

other civil proceedings arising under that Chapter in respect of infringement of copyright in 

any work or the infringement of any other right conferred by the Copyright Act shall be 

instituted in the district Court having jurisdiction. The Court held that in case where 

copyright in any work is infringed, the remedies by way of injunction, damages, account and 

otherwise as are or may be conferred by law for the infringement of such a right, cannot be 

subject-matter of arbitration. 

In a later decision of Ministry of Sound International v. M/S Indus Renaissance 

Partnersxviithe Delhi High Court held that disputes pertaining to IPR can be arbitrated upon 

on premise that there is no absolute bar on arbitration involving questions relating to IPR. 

In the case of Steel Authority of India Ltd. v. SKS Ispat and Power Ltd.xviii, the Bombay High 

Court dismissed an application under section 8 of the Arbitration and Conciliation Act, 1996 

on the ground that the suit was for the infringement and passing off and arise out of rights to 

a trademark and the remedies in connection therewith which are matters in rem. These rights 

and remedies by their very nature not amenable to the jurisdiction of a private forum chosen 

by the parties such as arbitration. 

In Eros International Media Ltd. v. Telemax Links Indiaxixthe question which arose for 

the Bombay High Court to decide was, whether disputes which arose in respect of 

infringement of copyrights and trademarks could be referred to an arbitral tribunal, or 

approaching a civil court was the appropriate remedy for the parties? 

One of the arguments was that infringement actions cannot be brought in a court lower than a 

jurisdictionally competent district court by virtue of Section 62 of the Copyright Act 1957 

which corresponds to Section 134 of the Trade Marks Act, 1999. The Bombay High Court 

observed as under: 
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I do not think these sections can be read as ousting the jurisdiction of an arbitral 

panel. All that they mean is that such actions are not to be brought before the registrar 

or the board, viz., an authority set up by either of those statutes. What Sections 62 of 

the Copyright Act, 1957 and Section 134 of the Trade Marks Act, 1999 seem to do, I 

believe, is to define the entry level of such actions in our judicial hierarchy. They 

confer no exclusivity and it is not possible from such sections, common to many 

statutes, to infer the ouster of arbitration panel. These sections do not themselves 

define arbitrability or non-arbitrability.  

The dispute could not be said to be in relation to rights in rem. An action for 

infringement or passing off between two claimants to a copyright or a trade mark can 

only be an action in personam. Even though upon registration of a trademark, the 

registrant receives a right against the world at large, and that an opposition to such an 

application for registration could be considered to be an action in rem, however, an 

infringement action would only bind the parties to it such that while a proprietor of a 

trademark may succeed against one person in an action for infringement, it is not 

necessary that he will succeed in a similar action against another person with respect 

to the same trademark. This can be distinguished from the list of non-arbitrable 

matters provided in the Supreme Court's decision in Booz Allen. For instance, in 

testamentary matters, a will when proved, is proved once and for all, till it is revoked, 

against the world at large. Such a power to enforce a right against the world at large 

can only be exercised by a Court and not an arbitrator.  

Thus, the court concluded that Eros’s action is in personam and not in rem, as it 

seeking a particular relief against a particular defined party and the dispute between the 

parties was arbitrable. 

Unless specifically barred, an arbitrator can allow most remedies which a Civil Court 

is entitled to grant, including damages and injunction. Further, an arbitrator would be well 

within his powers to arrive at a finding of copyright infringement, as part of a finding of fact 

and the same would not exclusively fall within the domain of Civil Courts. 

The Court further laid down that in matters of commercial disputes where parties have 

consciously decided to refer these disputes arising from a contract to a private forum, no 

question shall arise of those disputes being non arbitrable. Such actions shall be considered to 

be actions in personam, i.e. one party seeking a specific relief against a particular defined 

party, and not against the world at large 
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Unless specifically barred, an arbitrator can allow most remedies which a Civil Court 

is entitled to grant, including damages and injunction. Further, an arbitrator would be well 

within his powers to arrive at a finding of copyright infringement, as part of a finding of fact 

and the same would not exclusively fall within the domain of Civil Courts. 

The Court observed as under 

In my view, the learned arbitrator has rendered a finding on the legal character and 

validity of the ownership of the respondent in the copyright and thus the said award 

would be in the nature of an adjudication on an action in rem. In my view, the 

submission of learned senior counsel for the claimant that the dispute between the 

parties was relating to sub-ordinate right in personam and was thus arbitrable is 

contrary to the prayers made by the claimant in the statement of claim and the issues 

framed by the learned arbitrator and adjudication thereupon. 

I am inclined to accept the submission of the learned senior counsel for the original 

respondent that if the said decision of the learned arbitrator which would act in rem is 

upheld, it would affect not only the respondent but also various other owners of the 

copyright in the underlying works who were not the members of the respondent 

society or otherwise. In my view, since the judgment is on an action in rem which was 

incapable of being settled by arbitration under the law for the time being in force and 

more particularly in this case under the provisions of the Copyright Act, 1957, the 

impugned award is in conflict with the public policy of India and is beyond the 

jurisdiction of the learned arbitrator.  

In a subsequent case of Indian Performing Rights Society v. Entertainment Network,xx 

the Bombay High Court distinguished the judgment in Eros’s Case on the basis of reliefs 

claimed in the two cases. It was decided that the relief sought was for license/ royalty in 

relation to broadcasting of a sound recording and seeking an injunction on it. In the IPS case 

the Court observed: 

In my view, the learned arbitrator has rendered a finding on the legal character and 

validity of the ownership of the respondent in the copyright and thus the said award 

would be in the nature of an adjudication on an action in rem. In my view, the 

submission of learned senior counsel for the claimant that the dispute between the 

parties was relating to sub-ordinate right in personam and was thus arbitrable is 

contrary to the prayers made by the claimant in the statement of claim and the issues 

framed by the learned arbitrator and adjudication thereupon. 
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I am inclined to accept the submission of the learned senior counsel for the original 

respondent that if the said decision of the learned arbitrator which would act in rem is 

upheld, it would affect not only the respondent but also various other owners of the 

copyright in the underlying works who were not the members of the respondent 

society or otherwise. In my view, since the judgment is on an action in rem which was 

incapable of being settled by arbitration under the law for the time being in force and 

more particularly in this case under the provisions of the Copyright Act, 1957, the 

impugned award is in conflict with the public policy of India and is beyond the 

jurisdiction of the learned arbitrator.  

The case of RK Production P. Ltd. v. M/s. NK Theatres P. Ltdxxi. was dealing with a 

case arising out of an agreement between the parties for assignment of copyright which 

contained an arbitration clause. The Madras High Court had to decide if the issues in the 

dispute could be bifurcated so that certain issues could be resolved by arbitration. The Court 

held: 

It would be difficult to give an interpretation to Section 8 under which bifurcation of 

the cause of action, that is to say, the subject-matter of the suit or in some cases bifurcation of 

the suit between parties who are parties to the arbitration agreement and others is possible. 

This would be laying down a totally new procedure not contemplated under the Act. If 

bifurcation of the subject-matter of a suit was contemplated, the legislature would have used 

appropriate language to permit such a course. Since there is no such indication in the 

language, it follows that bifurcation of the subject-matter of an action brought before a 

judicial authority is not allowed. 

In a recent judgment of Lifestyle Equities CV v. QD Seatoman Designs P. Ltd.xxii, the 

issue before the Madras High Court was whether IPR disputes are arbitrable. The Court 

observed: 

This takes us to the question as to whether it is in the realm of a right in rem and 

therefore, not arbitrable. In this context, a clear distinction has been made between a 

right in rem and an action in personam. A judgment in personam refers to a judgment 

against a person as distinguishable from a judgment against a thing, right or status. A 

judgment in rem refers to a judgment against a thing, right or status or condition of 

property which operates directly on the property itself. To make this illustrative, it can 

be said that a patent license issue may be arbitrable, but validity of the underlying 

patent may not be arbitrable. This has been alluded to by the Hon'ble Supreme Court 
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of India in Booz Allen and the learned Single Judge has also noted this aspect of the 

matter as is evident from a reading of the order which has been called in question 

before us. 

 

The High Court noted that the Single Judge had concluded that dispute pertained to 

‘better usage of copyright’ arising out of a contract between the parties (in other words 

disputed claims of ownership of copyright for products manufactured in the execution of the 

contract) and validity or registrability of a copyright (which would rest within the domain of 

the statutory authority under the Copyright Act or the Court). 

The High Court concluded that the finding of the learned Single Judge that the disputes that 

have arisen between the parties are arbitrable is sustained by clarifying that these are only 

prima facie views and that it is subject to final decision by Arbitral Tribunal (to be 

constituted) inter-alia by exercise of power under Section 16 of the Arbitration and 

Conciliation Act. 

 
CONCLUSION 

An analysis of the above-mentioned cases makes it clear that there is no blanket ban 

on arbitrability of intellectual property disputes in India. Intellectual property disputes are not 

merely statutory, they can be contractual as well. If the disputes arise out of a contractual 

relation between parties and such a dispute has been submitted to arbitration, it will fall 

within the ambit of right in personam and hence is capable of being settled by arbitration in 

India. There is no iota of doubt that the IPR matters which fall under the ambit of special 

authorities constituted under the relevant act, like Registrar of Trade Marks, Controller of 

Patents and Designs, Intellectual Property Appellate Board, etc., cannot be subjected to 

arbitration. Cancellation of trademark registration, adjudication of opposition proceeding, 

grant of compulsory license for patent, cancellation of design, grant of compulsory licence in 

works withheld from public are such few examples.xxiiiCourts in India are more often in 

favour of resolving IP disputes expeditiously. In Shree Vardhman Rice General Mills v. Amar 

Singh Chawalwalaxxiv the Supreme Court of India has observed that matters relating to 

trademarks, copyrights and patents should be finally decided expeditiously by the Court. In 

Bajaj Auto Ltd. v. TVS Motor Companyxxv, Supreme Court expressed grave concern over the 

pending suits relating to the matters of patents, trademarks and copyrights for many years and 

called it a very unsatisfactory state of affairs. These observations made by the Indian Courts 
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give and idea about the sorry state of affairs so far as litigating intellectual property disputes 

are concerned. 

There are certain strong benefits of resolving intellectual property disputes by 

arbitration rather than litigation. Arbitration has been widely used for resolving disputes in 

international commerce for a long time. Parties who choose to resolve an intellectual property 

dispute by arbitration must be very careful in drafting a dispute resolution clause. Where 

arbitration is a preferred remedy, parties must be mindful of several considerations. Rights 

involved in the transaction, nature of disputes that could arise therefrom, efficacy of litigation 

over arbitration and vice versa, third party involvement, arbitrability of the potential disputes, 

scope of disputes referable to arbitration, conduct of parties’ post termination of the 

agreement, choice of seat, governing law, law of origin of the IP, law of the jurisdiction 

where the award could most likely be enforced—all these factors are vital considerations for 

parties.xxvi 

The analysis of Indian case law indicates that there has been a shift in the attitude of 

Courts with respect to arbitrability of intellectual property disputes, primarily holding that 

where the dispute is in the nature of a right in personam, the same can be settled by 

arbitration. Whereas the Indian Courts have held intellectual property disputes involving 

decision’s on right in rem outside the purview of settlement by arbitration.  
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