CLOSING FEDERALISM'S LOOPHOLE IN
INTELLECTUAL PROPERTY RIGHTS

Robert T. N eﬂfekf

ABSTRACT

For more than ten years the courts and Congress have grappled with
the issue of subjecting states to suit in federal court for intellectual prop-
erty infringement. Under the Supreme Court’s Florida Prepaid decisions,
states and state entities are currently insulated from suit by private entities
in federal court for intellectual property infringement under the sovereign
immunity preserved by the Eleventh Amendment. This holding has far-
reaching effects on the ability of private parties to enforce their intellectual
property rights because federal court is the preferred and, often, the only
venue available for enforcing such rights. Furthermore, this state of the
law is of increasing importance in view of the growing role that many
states and state entities are taking in the intellectual property arena. Since
the Florida Prepaid decisions, several different legislative remedies have
been proposed in Congress, but none have yet been enacted into law. Con-
gress has also commissioned a study by the General Accounting Office to
gather statistics and opinions concerning the involvement of states in intel-
lectual property law and the effect of the immunity from suit they cur-
rently enjoy in federal court. The results of this study, made available this
past year, will impact the scope of the proposed legislation and whether,
assuming it is enacted, the legislation survives judicial review.

. INTRODUCTION

In 1993 and 1995, State Paving Corporation, a highway construction
company, obtained two patents on improved technology for the design of
sound barrier walls commonly placed adjacent to highways.! State Paving
developed the new technology while working on a project for the State of
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Florida and incorporated the new design in an amendment to its contract
with the state.” The State of Florida allegedly infringed both patents by
using data from the new design in subsequent requests for bids on other
state projects.® In August 1997, State Contracting & Engineering Corpora-
tion (State Contracting)® filed suit in the Southern District of Florida
against the State of Florida and seven private contractors.” State Contract-
ing claimed that the State of Florida directly infringed State Contracting’s
two patents, violated the Lanham Act in making false representations
about the existence of State Contracting’s patents, and committed an un-
constitutional taking of State Contracting’s property.® State Contracting
based its right to sue the State of Florida on federal legislation granting
privat7e parties the right to sue states for intellectual property infringe-
ment.

While the State Contracting suit was pending, the United States Supreme
Court decided a pair of related cases concerning the right of a private party
to sue a state for intellectual property infringement. In Florida Prepaid
Postsecondary Education Expense Board v. College Savings Bank® and
College Savings Bank v. Florida Prepaid Postsecondary Education Ex-
pense Board,” the Supreme Court held that Congress’s attempts to abro-
gate state Eleventh Amendment immunity to patent and trademark in-
fringement suits were unconstitutional, and that a state was therefore im-
mune from suit in federal court for patent and trademark infringement
claims. Relying on these two cases, the State of Florida filed a motion for
summary judgment in State Contracting.’® The district court granted
summary judgment on the patent infringement and Lanham Act claims
against Florida, which were clearly untenable after the Supreme Court’s
decisions.’ The court granted summary judgment on the takings claim as

2. 1d. at 1331-32.
3. 1d. at1332.
4. State Paving Corp. had assigned its patent rights to State Contracting & Engi-
neering Corp. 1d. n.1.
5. 1d. at 1332. The district court action is State Contracting & Eng’g Corp. v. Fla.,
No. 97-7014-Civ-Dimitrouleas (S.D. Fla. Mar. 2, 2000).
6. 258 F.3d at 1332.
7. See infra note 50.
8. 527 U.S. 627 (1999) (involving patent infringement claims against the State of
Florida).
9. 527 U.S. 666 (1999) (involving claims against the State of Florida arising under
the Lanham Act).
10. 258 F.3d at 1333.
11. Id. The Eleventh Amendment states that “[t]he Judicial power of the United
States shall not be construed to extend to any suit in law or equity, commenced or prose-
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well, holding that a state’s sovereign immunity also trumps a takings
cIairrlé12 In July 2001 the Federal Circuit affirmed the district court’s deci-
sion.

The federal statute defining jurisdiction for cases such as State Contract-
ing provides that “[t]he district courts shall have original jurisdiction of
any civil action arising under any Act of Congress relating to patents,
plant variety protection, copyrights and trademarks. Such jurisdiction shall
be exclusive of the courts of the states in patent, plant variety protection
and copyright cases.”™* Courts have generally interpreted this jurisdic-
tional mandate to mean that no action for infringement of a patent or copy-
right can be brought in state court.” In contrast, although federal court is

cuted against one of the United States by Citizens of another State, or by Citizens or Sub-
jects of any Foreign State.” U.S. CONST. amend. XI.

12. See id. at 1337. The Federal Circuit affirmed this ruling on different grounds,
citing Quern v. Jordan, 440 U.S. 332 (1979), for the holding that 42 U.S.C. § 1983 does
not abrogate state sovereign immunity from suit in federal court. Id. at 1337-38. The Fed-
eral Circuit decision did not address the viability of a takings claim under the Fifth
Amendment or a claim under the Fourteenth Amendment for deprivation of property
without due process of law. See Philip Morris, Inc. v. Reilly, 60 U.S.P.Q.2d 1545 (1st
Cir. 2001) (Selya, J., dissenting in part) (originally published at 267 F.3d 45, but subse-
quently withdrawn from the bound volume) (concerning a Massachusetts statute requir-
ing the disclosure of certain trade secrets); CCC Info. Servs., Inc. v. MacLean Hunter
Mkt. Reports, Inc., 44 F.3d 61, 74 (2d Cir. 1994) (stating that the position that a state
legislature’s adoption of copyrighted material vitiates the property right “raise[s] very
substantial problems under the Takings Clause of the Constitution.”); see also Christina
Bohannan & Thomas F. Cotter, When the State Steals Ideas: Is the Abrogation of State
Sovereign Immunity from Federal Infringement Claims Constitutional in Light of Semi-
nole Tribe?, 4 FORDHAM L. REv. 1435, 1458, 1477 (1999) (analyzing a takings theory
and a due process theory to support abrogation of sovereign immunity under the Remedy
Clarification Acts of the early 1990s).

13. State Contracting & Eng’g Corp, 258 F.3d at 1340. It appears that the district
court actually dismissed the patent infringement and Lanham Act claims against the state
and granted summary judgment on the takings claims. See id. at 1333.

14. 28 U.S.C. § 1338(a) (2000) (emphasis added).

15. But see Jacobs Wind Elec. Co. v. Dep’t of Transp., 626 So. 2d 1333, 1336 (Fla.
1993) (holding that a state court action against a state alleging a taking and conversion of
property that is the subject of a patent is not preempted by federal law because “the rele-
vant federal law did not provide a remedy against a certain class of individuals”). How-
ever, the viability of alleging takings claims in state court based on infringement of intel-
lectual property is untested and it is questionable whether such an option is legally ten-
able. See Florida Prepaid, 527 U.S. at 658 n.10 (Stevens, J., dissenting) (questioning the
Florida Supreme Court’s interpretation of 28 U.S.C. § 1338). See also Green v. Hen-
drickson Publishers Inc., 770 N.E.2d 784, 787 (Ind. 2002) (applying Holmes Group, Inc.
v. Vornado Air Circulation Sys. Inc., 122 S.Ct. 1889 (2002), to conclude that federal
courts no longer have exclusive jurisdiction over copyright counterclaims).
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generally the preferred forum for resolving trademark disputes, state
courts do have concurrent jurisdiction to hear such cases.*®

The exclusivity of § 1338(a), combined with the Supreme Court’s cur-
rent interpretation of the breadth of the Eleventh Amendment, has created
a constitutional wrinkle that severely limits the available judicial remedies
against states that infringe patents or copyrights.'” The current situation, in
which states™ can trample on the intellectual property rights of individuals
and companies with impunity, appears to be an unintended consequence of
our federal system. Both the legislative and judicial branches of our fed-
eral government have attempted to grapple with the problem through a
line of case law, statutes, and proposed legislation.'® The most recent leg-
islative attempt to close this loophole, a bill entitled “Intellectual Property
Protection Restoration Act of 2002,” was introduced in the Senate in
March 2002.%°

The threshold issue in Congressional reform is whether the federal
government should do anything to expand the limited remedies available
to intellectual property owners when states infringe private intellectual
property rights.”* One of the principles of our federal system is that each

16. See J. THOMAS MCCARTHY, MCCARTHY ON TRADEMARKS AND UNFAIR COMPE-
TITION § 32:1 (2000); U.S. GENERAL ACCOUNTING OFFICE, GAO REP. NO. 01-811, STATE
IMMUNITY IN INFRINGEMENT ACTIONS 18 (September 2001), available at
http://www.gao.gov [hereinafter U.S.G.A.O. Report].

17. Applying the Supreme Court’s reasoning in Florida Prepaid to the copyright
context in Chavez v. Arte Publico Press, 204 F.3d 601 (5th Cir. 2000), the Fifth Circuit
held that Congress’s attempt to abrogate state sovereign immunity under the Copyright
Remedy Clarification Act was, like the Patent and Plant Variety Protection Remedy
Clarification Act, an improper exercise of power. Id. at 607.

18. Throughout the remainder of this article, unless explicitly indicated otherwise,
the term “state” encompasses state governments as well as other state entities such as
state universities, state hospitals, public service corporations, and other such state instru-
mentalities. Admittedly, the determination of whether an entity is an instrumentality of
the state for purposes of Eleventh Amendment immunity is not always a simple one. See
Earles v. State Bd. of Certified Pub. Accountants, 139 F.3d 1033, 1036-37 (5th Cir.
1998); Mancuso v. N.Y. State Thruway Auth., 86 F.3d 289, 293-96 (2d Cir. 1996).

19. Seeinfra Parts 1l and I11.

20. S. 2031, 107th Cong. (2002). This bill exists in two forms: an original version,
already introduced in the Senate, and a substitute version, not yet introduced. See infra
note 36 and accompanying text. Both versions will be referred to as “2002 Draft IPPRA”
in the text of the article, but cited separately in the footnotes. Similar legislation previ-
ously has been introduced in Congress. See S. 1611, 107th Cong. (2001) (introducing the
“Intellectual Property Protection Restoration Act of 2001”); S. 1835, 106th Cong. (1999)
(introducing the “Intellectual Property Protection Restoration Act of 1999”).

21. Remedies in federal court are not completely absent in that prospective injunc-
tive relief can be obtained under the Ex Parte Young doctrine. See, e.g., Salerno v. City
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state is a sovereign entity and that, absent consent, a sovereign entity is
inherently immune from suit brought by an individual in federal court.?
At the same time, Congress can vitiate state sovereign immunity for states
that commit certain constitutional violations under the enforcement pow-
ers of the Fourteenth Amendment.?® The Court in Florida Prepaid ques-
tioned whether state acts of infringement necessarily rise to the level of a
constitutional violation.?* The majority reasoned that, in the rare instances
when states infringe intellectual property, the victim could pursue a claim
in state court or through other administrative mechanisms, thereby com-
plying with constitutional due process requirements.” The Supreme Court
in Florida Prepaid also based its conclusion, in part, on the assumption
that the states rarely infringe intellectual property rights, and that whole-
sale abrogation of state immunity was therefore not proportionate to the
harm caused by states engaging in such infringement.?

The opposing viewpoint, articulated by Justice Stevens’ dissent in
Florida Prepaid, contends that if states and state entities are participating
in the intellectual property system, they should be subject to its constraints
just as any other private entity.’” The dissent argued that eliminating
meaningful safeguards in the federal forum leaves states free to take intel-
lectual property with little recourse for the owners of such property.?® Pro-
ponents of this opposing view question the existence of adequate remedies

Univ. of N.Y., 191 F. Supp. 2d 352, 357 (S.D.N.Y. 2001) (denying a motion to dismiss
claims against individual state officers seeking prospective injunctive relief for alleged
copyright infringement). Subsequent to the Florida Prepaid decisions, at least one federal
court has allowed an action by a private entity against a state for a declaratory judgment
of patent invalidity. See New Star Lasers, Inc. v. Regents of Univ. of Cal., 63 F. Supp. 2d
1240, 1243-45 (E.D. Cal. 1999) (denying defendant’s motion to dismiss the action on
sovereign immunity grounds). Nonetheless, state entities can operate free of exposure to
liability for damages in federal court for intellectual property infringement.

22. See Florida Prepaid, 527 U.S. at 634 (quoting Seminole Tribe. v. Florida, 517
U.S. 44, 54 (1996)).

23. Seeid. at 637.

24. 1d. at 643.

25. See, e.g., Jacobs Wind Elec. Co. v. Dep’t of Transp., 626 So. 2d 1333, 1338
(Fla. 1993) (Harding, J., dissenting) (identifying the procedure for filing a claims bill
with the Florida legislature under FLA. STAT. ANN. 8 11.065 (West 1998)). In Florida
Prepaid, the Supreme Court found that Congress did not adequately consider the exis-
tence of remedies at the state level. See 527 U.S. at 643-44.

26. Seeid. at 640-41, 645-46.

27. See U.S.G.A.O. Report, supra note 16, at 5; see generally Florida Prepaid, 527
U.S. at 648 (Stevens, J., dissenting).

28. See 527 U.S. at 655-56 (Stevens, J., dissenting) (discussing Chew v. California,
893 F.2d 331 (Fed. Cir. 1990)).
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at the state level.”® The Florida Prepaid dissent argued that states are ill-

equipped to handle intellectual property matters because intellectual prop-
erty rights are a unique creature of federal law, derived from Article | of
the U.S. Constitution.*® Advocates of a federal solution claim that allow-
ing the various state courts to interpret federal intellectual property law
will foster confusion and conflicting rulings.®* In support of this assertion,
proponents of a uniform federal solution cite the impetus for creating the
Federal Circuit as a single court that can interpret and apply a uniform and
consistent body of law.*

Assuming that some federal action is required to protect intellectual
property rights from state infringement, the second question is what action
the federal government should take. The Intellectual Property Protection
Restoration Act of 2002 (2002 Draft IPPRA) proposes the following ac-
tions: 1) abrogating state sovereign immunity to infringement suits, but
under narrower circumstances than those included in previous legisla-
tion;* 2) expressly allowing suits against state officials under the Ex Parte
Young doctrine;** and 3) modifying the intellectual property rights avail-
able to states.* A fourth provision, included in a substitute draft of the bill
that was never formally introduced in Congress, proposes prohibiting a
state from obtaining a patent, copyright registration, or trademark registra-
tion without waiving its immunity.*

This article first reviews the case law and statutes that have produced
the current state of the law. Next, it describes the provisions of the pro-
posed legislation currently before Congress. Finally, it considers whether
the various portions of the proposed legislation are necessary, to what ex-

29. Id. at 658-59 (Stevens, J., dissenting).

30. Id. at 659 (Stevens, J., dissenting).

31. Id. at 650-51 (Stevens, J., dissenting).

32. Id. at 651 (Stevens, J., dissenting).

33. Congress previously attempted to abrogate state sovereign immunity with re-
spect to intellectual property claims in enacting the Patent and Plant Variety Protection
Remedy Clarification Act, the Trademark Remedy Clarification Act, and the Copyright
Remedy Clarification Act. See infra note 50. However, to the extent these three Acts ab-
rogated state sovereign immunity, they were invalidated by the Supreme Court in Florida
Prepaid and College Savings Bank, and by the Fifth Circuit Court of Appeals in Chavez.

34. In Ex Parte Young, 209 U.S. 123 (1908), the Supreme Court held that, the Elev-
enth Amendment notwithstanding, a state officer can be sued by a private party in federal
court.

35. S. 2031, 107th Cong. (2002).

36. S. 2031, 107th Cong. (2002) (proposed substitute version, not yet introduced), in
64 BUREAU OF NAT’L AFFAIRS PAT., TRADEMARK & COPYRIGHT J. 39 (2002) [hereinafter
Substitute 2002 Draft IPPRA].
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tent they are likely to survive judicial scrutiny, and whether they achieve
the stated goals of the 2002 Draft IPPRA.*’

1. BACKGROUND

A. Prior to Florida Prepaid

Until 1985 it was generally assumed that states were subject to federal
intellectual property laws.® Although not explicitly stated, the federal
government presumably had power to enforce these laws over the states
based on the Commerce Clause of Article I, the Patent Clause of Article I,
and the enforcement powers of the Fourteenth Amendment.*® In compari-
son, the U.S. Constitution and federal statutes both explicitly restrain the
federal government from encroaching on the rights of intellectual property
owners. The Fifth Amendment requires the federal government to pay
compensation when it takes private property, including intellectual prop-
erty.** When the federal government does infringe an owner’s patent or
copyright, the owner may file suit in the United States Claims Court.*!
Similarly, the Lanham Act allows a trademark owner to sue the federal
government under 15 U.S.C. 8 1122(a) (West 2001).

37. Section 2 of the 2002 Draft IPPRA states:

The purposes of this Act are to (1) help eliminate the unfair commercial
advantage that States and their instrumentalities now hold . . . ; (2) pro-
mote technological innovation and artistic creation in furtherance of the
policies . . . relating to intellectual property; (3) reaffirm the availability
of prospective relief against State officials who are violating or who
threaten to violate Federal intellectual property laws; and (4) provide
compensation for harm resulting from infringements of Federal intel-
lectual property by States or their instrumentalities, officers, or em-
ployees . . ..
S.2031 8§ 2.

38. See Bohannan & Cotter, supra note 12, at 1454; U.S.G.A.O. Report, supra note
16, at 4; Mills Music v. Arizona, 591 F.2d 1278, 1284-85 (9th Cir. 1979). This decision
was implicitly overruled by Atascadero State Hospital v. Scanlon, 473 U.S. 234 (1985),
as recognized in Lane v. First National Bank, 687 F. Supp. 11, 14 (D. Mass 1988), aff’d
871 F.2d 166 (1st Cir. 1989).

39. See Mills Music, 591 F.2d at 1284-85; Bohannan & Cotter, supra note 12, at
1455-56.

40. The Fifth Amendment states, in pertinent part, “nor shall private property be
taken for public use, without just compensation.” U.S. CONsT. amend. V, 8 1, cl. 4; see
generally Ruckelshaus v. Monsanto Co., 467 U.S. 986, 1003-04 (1984) (holding that
trade secrets are property rights protected by the Fifth Amendment).

41. 28 U.S.C. § 1498 (2000). Injunctive relief is not an available remedy against the
United States in such an action. See Fla. Prepaid Postsecondary Educ. Expense Bd. v.
Coll. Sav. Bank, 527 U.S. 627, 663-64 n.15 (1999) (Stevens, J., dissenting).
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In 1985, the Supreme Court held in Atascadero State Hospital v. Scan-
lon*? that only a clear and unmistakable abrogation by Congress can viti-
ate a state’s Eleventh Amendment immunity from suit in federal court.”®
In Atascadero, an individual sued a California state hospital in federal
court under Section 504 of the Rehabilitation Act of 1973.** The Supreme
Court held that the Rehabilitation Act’s general language concerning suit
in federal court was not an explicit abrogation of the Eleventh Amend-
ment.* Specifically, the language in the statute providing for remedies
against “any recipient of Federal assistance” was not a sufficiently un-
equivocal abrogation, despite the unique role of states as recipients of fed-
eral aid.*® Furthermore, the state hospital did not implicitly consent to suit
in federal court by receiving funds under the Rehabilitation Act.*” Appel-
late courts applying Atascadero subsequently found Congress had not
clearly abrogated state Eleventh Amendment immunity from suits for in-
fringement of intellectual property.*® As a result, states could no longer be
sued for damages in federal court for infringing patents, trademarks, or
copyrights.*® In response to this development in intellectual property law,
Congress passed legislation in 1990 and 1992 to explicitly abrogate, in the
intellectual property domain, the Eleventh Amendment’s grant of immu-
hity to the states.*

42. 473 U.S. 234 (1985).

43. 1d. at 243.
44. 1d. at 236.
45, 1d. at 245-46.
46. Id.

47. 1d. at 246-47.

48. See, e.g., Chew v. California, 893 F.2d 331, 334 (Fed. Cir. 1989) (holding that
Congress had not expressly abrogated state sovereign immunity with the reference “who-
ever” in 35 U.S.C. § 271(a) of the patent statute); BV Eng’g v. UCLA, 858 F.2d 1394,
1396-97 (9th Cir. 1988) (finding that the Copyright Act of 1976 did not abrogate the
states’ Eleventh Amendment immunity).

49. While the potential availability of avenues to pursue infringement claims against
states at the state level was noted in Chew, 893 F.2d at 336 n.5, the subsequent discussion
herein casts considerable doubt on the existence of forums to pursue such claims at the
state level. See infra Part IV.A.

50. Copyright Remedy Clarification Act, Pub. L. No. 101-553 (1990) (codified as
17 U.S.C. § 511 (2000)); Trademark Remedy Clarification Act, Pub. L. No. 102-542
(1992) (codified as 15 U.S.C. § 1122 (2000)); Patent and Plant Variety Protection Rem-
edy Clarification Act, Pub. L. No. 102-560 (1992) (codified as 35 U.S.C. § 296 (2000)).
Each Act contained similar abrogation and remedial provisions. For example, 17 U.S.C. §
511(a) provided that “[a]ny State, any instrumentality of a State, and any officer or em-
ployee of a State or instrumentality of a State acting in his or her official capacity, shall
not be immune, under the Eleventh Amendment . . . from suit in Federal court . . . for a
violation of any of the exclusive rights of a copyright owner.”



2002] FEDERALISM’S LOOPHOLE IN IP RIGHTS 1303

B. The Florida Prepaid Decision

Despite Congress’s efforts to resolve the matter, a pair of related cases
concerning alleged state infringement of intellectual property came before
the Supreme Court in 1999. The two cases, Florida Prepaid and College
Savings, raised the issue of whether Congress had properly abrogated the
Eleventh Amendment’s grant of immunity to suits for infringement.>* The
Supreme Court held that Congress did not have the power to abrogate state
immunity under Article I, and had not properly done so using the en-
forcement powers of the Fourteenth Amendment.

In Florida Prepaid, a patent infringement suit, plaintiff College Sav-
ings Bank sued the Florida Prepaid Postsecondary Education Expense
Board (Board), a state-created entity that administered tuition prepayment
contracts.”® College Savings Bank claimed that the Board was infringing
College Savings Bank’s patent on a financing method for college ex-
penses.>® While the suit was pending in 1996 in district court in New Jer-
sey, the Supreme Court handed down its decision in Seminole Tribe v.
Florida, holding that Congress may not use Article | to abrogate state sov-
ereign immunity.>* The Board moved to dismiss the action on immunity
grounds, arguing that the Patent and Plant Variety Remedy Clarification
Act’s abrogation provisions were unconstitutional.™ College Savings
Bank argued in response that the enforcement powers in Section 5 of the
Fourteenth Amendment gave Congress the power to abrogate state sover-
eign immunity, and the district court agreed.”® Finding that patents are

51. See Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S.
627, 635 (1999) (considering the Patent and Plant Variety Protection Remedy Clarifica-
tion Act); Coll. Sav. Bank v. Fla. Prepaid Postsecondary Educ. Expense Bd., 527 U.S.
666, 672 (1999) (considering the Trademark Remedy Clarification Act).

52. Florida Prepaid, 527 U.S. at 631.

53. Id.

54, 517 U.S. 44 (1996) (holding that, in determining whether a Congressional action
abrogating state sovereign immunity is valid, a court must answer two queries in the af-
firmative: (1) whether there is an unequivocal expression of intent to abrogate; and, (2)
whether Congress’s action is based on a valid exercise of power).

55. See 527 U.S. at 633. The Patent and Plant Variety Protection Remedy Clarifica-
tion Act expressly provided that states, state instrumentalities, and state officers acting in
their official capacities were subject to suit in federal court for infringement of patents.
Pub. L. No. 102-560 (1992) (codified as 35 U.S.C. § 296 (2000)).

56. See Coll. Sav. Bank v. Fla. Prepaid Postsecondary Educ. Expense Bd., 948 F.
Supp. 400, 425-26 (D.N.J. 1996). In contrast, the district court found the Trademark
Remedy Clarification Act’s abolition of Eleventh Amendment immunity to be an inap-
propriate exercise of power by Congress. Id. at 427-28. On appeal, the Third Circuit af-
firmed the district court’s ruling on the Lanham Act claims. Coll. Sav. Bank v. Fla. Pre-
paid Postsecondary Educ. Expense Bd., 131 F.3d 353 (3d Cir. 1997).
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property subject to the protections of the Due Process Clause, the Federal
Circuit affirmed the denial of the motion to dismiss.”” The Supreme Court
granted certiorari.”®

1. The majority opinion

Using the framework set forth in Seminole Tribe, the Supreme Court
examined whether the Patent Remedy Act’s abrogation of Eleventh
Amendment immunity was constitutional. The Supreme Court answered
the first query in Seminole Tribe, whether Congress has “unequivocally
expresse[d] its intent to abrogate,” in the affirmative based on the explicit
language of the statute.”® As for the second query, whether Congress had
the power to abrogate the states’ immunity, the Court examined the pro-
fessed bases for the abrogation. The legislative history showed Congress
relied on the Patent Clause and Commerce Clause of Article | and the en-
forcement powers of the Fourteenth Amendment to overcome the Elev-
enth Amendment.*® The Court quickly dispensed with the first two
grounds based on the Seminole Tribe holding that Article I cannot be used
to abrogate state sovereign immunity.®*

Turning to the Fourteenth Amendment, Chief Justice Rehnquist ac-
knowledged the Court’s recognition in Seminole Tribe that the Fourteenth
Amendment “fundamentally altered the balance of state and federal power
struck by the Constitution.”® However, Section 5 of the Fourteenth
Amendment empowers Congress to create only legislation that is “appro-
priate.”®® In City of Boerne v. Flores,* the Court interpreted the “appro-
priate” modifier as limiting Congress’s enforcement power to remedial
legislation.%® That is, appropriate legislation “deters or remedies constitu-
tional violations,” but does not define or create constitutional rights.®

57. See Coll. Sav. Bank v. Fla. Prepaid Postsecondary Educ. Expense Bd., 148 F.3d
1343, 1352 (Fed. Cir. 1998).

58. Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 525 U.S.
1064 (1999) (mem.).

59. 527 U.S. at 635.

60. See S. Rep. No. 102-280, at 7-8 (1992); H.R. REp. No. 101-960, at 39-40 (1990);
see also Florida Prepaid, 527 U.S. at 642 n.7.

61. 527 U.S. at 636.

62. Id. at 637 (quoting Seminole Tribe v. Florida, 517 U.S. 44 (1996) (holding that
the Fourteenth Amendment extends federal power “to intrude upon the province of the
Eleventh Amendment . . . allow[ing] Congress to abrogate [sovereign] immunity™)).

63. Id.

64. 521 U.S. 507 (1997).

65. Id. at 519.

66. Id. at518.
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Focusing on the alleged underlying conduct that the Patent Remedy
Act was intended to address, the majority found scant evidence in the leg-
islative record to indicate a pattern of patent infringement by the states.®’
The Court’s opinion cited the House Report, which identified only two
examples of patent infringement suits against states, and the Federal Cir-
cuit’s opinion, which identified only eight such suits between 1880 and
1990.% Furthermore, the Court explained that infringement of intellectual
property only rises to the level of a constitutional violation where the state
provides no remedy or inadequate remedies.®® As to this issue, the major-
ity found that Congress “barely considered the availability of state reme-
dies” and that the limited testimony on the matter indicated the remedies
available in some states were “uncertain.””® The Court concluded that the
legislative record indicated “not that state remedies were constitutionally
inadequate, but rather that they were less convenient than federal reme-
dies, and might undermine the uniformity of patent law.”"*

The Court also observed that only intentional infringement would be a
deprivation within the ambit of the Fourteenth Amendment.”® The Court
found that in passing the Patent Remedy Act “Congress did not focus on
instances of intentional or reckless infringement on the part of states. In-
deed, the evidence before Congress suggested that most state infringement
was innocent or at worst negligent,” and thus not a due process violation
under the Fourteenth Amendment.”® The opinion acknowledged that the
intent of the alleged infringer is irrelevant in an action for direct patent
infringement.” Although one could argue it is incongruous to make intent
a prerequisite for a due process violation when it is not a requirement for a
claim of infringement,” the Court was primarily concerned with evidence
of intentional, ongoing state conduct to justify abrogation of immunity.”

The majority’s opinion devoted little discussion to the issue of whether
state courts could in fact hear patent or copyright infringement claims in

67. See Florida Prepaid, 527 U.S. at 640-41.

68. Id. at 640.
69. Id. at 643.
70. 1d.
71. 1d. at 644.
72. 1d. at 645.
73. Id.

74. 1d.; see also 35 U.S.C. § 271(a) (2000).

75. See id. at 653 (Stevens, J., dissenting) (“I disagree with the Court’s assumption
that [the constitutional distinction between negligent and intentional misconduct] neces-
sarily applies to deprivations of patent rights”™).

76. Seeid. at 645.
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view of the exclusivity of federal jurisdiction in these areas.”” Instead, the
Court focused on Article 1 arguments that, under Seminole Tribe, could
not serve as a justification for abrogating the Eleventh Amendment’s grant
of immunity. For example, the Court reasoned that the “need for uniform-
ity in the construction of patent law . . . is a factor which belongs to the
Article | patent-power calculus,””® and thus is not a valid basis for vitiat-
ing state sovereign immunity.

Ultimately, the majority did not see sufficient evidence that states were
regularly depriving intellectual property owners of property without due
process of law, and was unable to find that the scope of the Patent Remedy
Act was in proportion to the harm it sought to address. The Court sug-
gested that Congress should have limited the scope of the states’ liability
under the Act.”

2. The dissent

The principal thrust of Justice Stevens’s dissent was that the constitu-
tionality of the Patent Remedy Act should not hinge on the frequency with
which states infringe intellectual property.?’ Rather, he urged that the
statutory preemption of patent infringement actions coupled with the “ab-
sence of effective state remedies” made the Patent Remedy Act appropri-
ate legislation under the Fourteenth Amendment.

Justice Stevens began by discussing the principle of national uniform-
ity that pervades the patent system. He noted the “strong federal interest”
in a uniform interpretation of the patent laws and argued that Congress’s
Article | power is directly relevant to the question of state immunity be-
cause it supports exclusive federal jurisdiction over patent law.** He con-
cluded that the abrogation of state sovereign immunity in this field of the
law, which would allow states to be sued in federal court, was a logical

77. The Court did note that a legislative remedy exists in the State of Florida where
aggrieved intellectual property owners can file a claims bill with the State. Id. at 644 n.9
(citing Fla. Stat. Ann. § 11.065 (West 1998)). See also supra note 15.

78. Florida Prepaid, 527 U.S. at 645.

79. Id. at 647. The Court contrasted state liability with the federal government’s
limited waiver with respect to infringement claims, which does not allow injunctive relief
and treble damages, and awards attorney fees only in limited circumstances. Id. at 648
n.11. However, as Justice Stevens observed in his dissent, in private infringement actions,
treble damages and attorney’s fees are only available in limited circumstances. Id. at 663
n.15. (Stevens, J., dissenting).

80. See id. at 649 (Stevens, J., dissenting).

81. Id. at 649 (Stevens, J., dissenting).

82. 1d. at 650 (Stevens, J., dissenting).
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extension of this strong federal interest.%® Justice Stevens also discounted
the majority’s concern with the intent of the infringer because “infringe-
ment actions based on mere negligence rarely arise.”

Turning to City of Boerne v. Flores,® Justice Stevens explained why
the Patent Remedy Act was appropriate legislation to ensure due process
under the Fourteenth Amendment. He first questioned the fairness of the
majority faulting Congress for the lack of evidence of state infringement
in violation of the Due Process Clause, given that the Supreme Court did
not articulate the requirement for such evidence until almost five years
after Congress passed the Patent Remedy Act.%® As for the majority’s fo-
cus on Congress’s failure to examine the available state remedies in enact-
ing the Act, Justice Stevens found sufficient evidence of inadequate state
remedies for patent infringement claims.®” He pointed out that many states
have either waived their sovereign immunity to suit in their own courts
only in limited circumstances, or not waived it at all.®® Moreover, Con-
gress reasonably presumed that there are few or no avenues to pursue
remedies at the state level for patent infringement given federal preemp-
tion of patent law.®

Lastly, Justice Stevens discussed the “proportionality” aspect of the
legislation as defined in Boerne. He noted that the Patent Remedy Act did
not seek to alter any state law, “but merely effectuates settled federal pol-
icy to confine patent infringement litigation to federal judges.”®® The dis-
sent noted that the abrogation power of the Act was limited to the narrow
category of patent infringement cases, and that the Act would impair
states’ rights only to the extent that states infringe patents.*

The holding of Florida Prepaid leaves private parties with little ability
to enforce their intellectual property rights against states and state entities

83. Id. at 652 (Stevens, J., dissenting).

84. Id. at 654 n.5 (Stevens, J., dissenting). As Justice Stevens noted, infringers are
generally put on notice of the existence of a patent and asked to cease and desist from
infringing before they are served with a lawsuit. Id. (Stevens, J., dissenting). Moreover,
he contended that the negligent infringer issue was not before the Court because the
plaintiff’s complaint alleged willful infringement. See id. at 653-54 (Stevens, J., dissent-
ing).

85. 521 U.S. 507.

86. Florida Prepaid, 527 U.S. at 654 (Stevens, J., dissenting).

87. Id. at 655-56 (Stevens, J., dissenting).

88. Id. at 658-59 (Stevens, J., dissenting).

89. Id. at 658 (Stevens, J., dissenting).

90. Id. at 662 (Stevens, J., dissenting).

91. Seeid. (Stevens, J., dissenting).
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that infringe those rights.”? As illustrated by State Contracting,* states are
free to take the fruits of intellectual property without compensating the
owners of that property.

I11.  LEGISLATIVE PROPOSALS

A Previous Legislative Proposals

Congress’s 1990 and 1992 straightforward attempts to abrogate state
sovereign immunity with respect to intellectual property claims were its
first efforts to address how states should participate in the intellectual
property system.” Following the invalidation of these laws by the Florida
Prepaid decisions, members of Congress have made several legislative
proposals that would once again subject states to federal intellectual prop-
erty laws. Senator Leahy introduced the first such proposal, entitled the
“Intellectual Property Protection Restoration Act of 1999” (1999 Draft
IPPRA).*

The 1999 Draft IPPRA had three significant provisions. First, the 1999
Draft IPPRA set forth policy arguments in favor of subjecting states to the
federal intellectual property laws.*® The policy arguments emphasized that
states are increasingly involved in securing intellectual property rights and
lawsuits concerning those rights, but provided no factual findings or data
to support their conclusions.”’

Second, the 1999 Draft IPPRA contained a participation provision re-
quiring states to waive their sovereign immunity in order to receive the
various forms of protection available under the federal intellectual prop-

92. The companion case to Florida Prepaid, College Savings Bank v. Florida Pre-
paid Postsecondary Education Expense Board, had an analogous impact on trademark
rights. 527 U.S. 666 (1999). In College Savings Bank the plaintiff argued that the Florida
Prepaid Board was subject to jurisdiction in federal court under both the abrogation pro-
visions of the Trademark Remedy Clarification Act and under the constructive waiver
doctrine. Id. at 671-72.The Court abstained from analyzing the Trademark Remedy Clari-
fication Act because it concluded that the rights at issue were not property rights. Id. at
673-75. As to the constructive waiver argument, the Court expressly overturned this doc-
trine as a basis for overcoming sovereign immunity. Id. at 680-81.

93. See supra Part I.

94. See generally U.S.G.A.O. Report, supra note 16, at 5; Bohannan & Cotter, su-
pra note 12, at 1454-55.

95. S. 1835, 106th Cong. (1999).

96. S.1835§2.

97. S. 1835 § 2(a)(27)-(28).
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erty laws.”® For example, in order for a state to receive a copyright regis-
tration from the U.S. Copyright Office, a state would have to expressly
waive its sovereign immunity to copyright infringement claims from pri-
vate entities brought against it in federal court. The participation provision
also contained penalties for states that apply for federal intellectual prop-
erty protection and subsequently invoke the sovereign immunity defense
to an intellectual property claim.”

Third, the 1999 Draft IPPRA made another attempt to abrogate state
sovereign immunity. However, the 1999 Draft IPPRA narrowed the extent
of abrogation by distinguishing between statutory and constitutional viola-
tions by the state.'® For statutory violations, the 1999 Draft IPPRA reaf-
firmed the existence of prospective relief against state officers available
under the Ex Parte Young doctrine.'® For those cases of infringement that
rise to the level of violations of the Fifth or Fourteenth Amendment, the
1999 Draft IPPRA proposed reinstituting abrogation of sovereign immu-
nity by creating liability for states.'%?

Senator Leahy introduced a modified version of the 1999 Draft IPPRA
in 2001 (2001 Draft IPPRA).*® The most noteworthy change in the 2001
Draft IPPRA was the replacement of the participation provision with a
remedies equalization provision.'®* The remedies equalization terms at-
tempted to place states and private entities on the same footing by limiting
relief available to a state that has not waived its sovereign immunity.*®>
Under this provision, a state that relied on the protection of sovereign im-
munity could only recover the same relief a private entity could recover
against such a state, namely an injunction.’® Instead of requiring a waiver
to participate in the intellectual property system, if a state chose to limit its

98. S. 1835 tit. | (requiring a state to opt-in and waive its sovereign immunity in
order for it to acquire any federal intellectual property right).

99. S. 1835 § 113 (including penalties for abandonment of pending applications on
behalf of the state for federal intellectual property protection, forfeiture of the opportunity
to collect damages for infringement of intellectual property owned by the state, and a
one-year bar on acquiring new intellectual property rights).

100. S. 1835 tit. Il (“Restoration of Protection for Federal Intellectual Property
Rights”).

101. S.1835tit. II.

102. S. 1835 tit. II.

103. Intellectual Property Protection Restoration Act of 2001, S. 1611, 107th Cong.
(2001).

104. S. 1611 8§ 3-4.

105. S 1611 §§ 3-4.

106. S.161184.



1310 BERKELEY TECHNOLOGY LAW JOURNAL [Vol. 17:1295

liability, it would also assume a restriction on the potential relief it could
seek in actions to protect its own intellectual property.

B. The Proposed Intellectual Property Protection Restoration Act of
2002

The proposed Intellectual Property Protection Restoration Act of 2002
(2002 Draft IPPRA)™ combines provisions from both the 1999 Draft IP-
PRA and the 2001 Draft IPPRA. The 2002 Draft IPPRA also contains fac-
tual support not available at the time Congress drafted the earlier legisla-
tion.® In response to the emphasis the Court in Florida Prepaid placed
on the lack of support for the abrogation legislation of the early 1990s, the
Senate Judiciary Committee commissioned the General Accounting Office
to gather data on state infringement of intellectual property. The General
Accounting Office report, published in September 2001, provides an ex-
haustive catalog of data concerning intellectual property infringement by
states and the availability of remedies at the state level for intellectual
property infringement.'%°

The 2002 Draft IPPRA combines four approaches to expanding the
available intellectual property remedies against states. First, the bill con-
tains a limited abrogation of state sovereign immunity.*® Second, the

107. S. 2031, 107th Cong. (2002).

108. See U.S.G.A.O. Report, supra note 16.

109. See generally id.

110. Substitute 2002 Draft IPPRA, supra note 36, at § 6; see also S. 2031 § 5. The

abrogation provision provides, in pertinent part:

8 6(a) Due Process Violations - Any State or State instrumentality that
violates any of the exclusive rights of a patent owner under title 35,
United States Code, of a copyright owner, author, or owner of a mask
work or original design under title 17, United States Code, of an owner
or registrant of a mark used in commerce or registered in the Patent and
Trademark Office under the Trademark Act of 1946, or of an owner of
a protected plant variety under the Plant Variety Protection Act (7
U.S.C. 2321 et seq.), in a manner that deprives any person of property
in violation of the fourteenth amendment of the United States Constitu-
tion, shall be liable to the party injured in a civil action in Federal court
for compensation for the harm caused by such violation.
8 6(b) Takings Violations - (1) In General - Any State or State instru-
mentality that violates any of the exclusive rights of a patent owner un-
der title 35, United States Code, of a copyright owner, author, or owner
of a mask work or original design under title 17, United States Code, of
an owner or registrant of a mark used in commerce or registered in the
Patent and Trademark Office under the Trademark Act of 1946, or of
an owner of a protected plant variety under the Plant Variety Protection
Act (7 U.S.C. 2321 et seq.), in a manner that takes property in violation
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2002 Draft IPPRA codifies the remedies that can be pursued against state
officers and employees, including injunctive relief and monetary dam-
ages.™* Third, the bill limits the availability of certain remedies to only
those states that have waived their sovereign immunity with respect to in-
tellectual property infringement actions.*** Finally, the most recent pro-
posed version of the 2002 Draft IPPRA contains a participation provision
similar to the participation provision in the 1999 Draft IPPRA.'

IV.  ANALYSIS OF THE 2002 DRAFT IPPRA

The obvious unfairness in a system where states are able to secure in-
tellectual property rights and sue others for damages for infringing those
rights, but are not subject to suits for damages themselves, is the motivat-
ing force behind recent attempts to correct the current gap in intellectual
property rights."** The constitutional basis for the gap is the Eleventh

of the fifth and fourteenth amendments of the United States Constitu-
tion, shall be liable to the party injured in a civil action in Federal court
for compensation for the harm caused by such violation.

Substitute 2002 Draft IPPRA, supra note 36, at § 6; see also S. 2031 § 5.

111. Substitute 2002 Draft IPPRA, supra note 36, at § 5 (providing for remedies
against a state officer or employee including “monetary damages assessed against the
officer or employee, declaratory and injunctive relief, costs, attorney fees, and destruction
of infringing articles); see also S. 2031 § 4.

112. Substitute 2002 Draft IPPRA, supra note 36, at 8 4 (amending 35 U.S.C. § 287
to state that no remedies under 35 U.S.C. §8 283, 284 and 289 (2000) will be awarded to
a state that has not waived its sovereign immunity); see also infra note 198. Section 4(a)
provides, in pertinent part:

No remedies under section 283, 284 or 289 shall be awarded in any
civil action brought under this title for infringement of a patent issued
on or after January 1, 2003, if a State or State instrumentality is or was
at any time the legal or beneficial owner of such patent, except upon
proof that — (A) on or before the date the infringement commenced or
January 1, 2005, whichever is later, the State has waived its immunity,
under the eleventh amendment of the United States Constitution and
under any other doctrine of sovereign immunity, from suit in Federal
court brought against the State or any of its instrumentalities, for any
infringement of intellectual property protected under Federal law.
Substitute 2002 Draft IPPRA, supra note 36, at § 4(a).

113. Substitute 2002 Draft IPPRA, supra note 36, at § 3 (adding to 35 U.S.C. § 102
(2000), “that person is a State or any of its instrumentalities; and . . . that State has not
waived its immunity, under the eleventh amendment of the United States Constitution . . .
from suit in federal court.”); see also Intellectual Property Protection Restoration Act of
1999, S. 1835, 106th Cong. (1999).

114. The Senate Report on the Patent Remedy Act provides a useful example. “A
public school such as UCLA can sue a private school such as USC for patent infringe-
ment, yet USC cannot sue UCLA for the same act.” S. REp. No. 102-280, at 9 (1992).
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Amendment, which affirms “that federal jurisdiction over suits against un-
consenting States ‘was not contemplated’” when the Constitution estab-
lished the federal courts.**> However, the Court also conceded that the
Fourteenth Amendment “fundamentally altered the balance of state and
federal power struck by the Constitution.”**® Given these competing prin-
ciples, Congress faces a difficult task in crafting legislation that will sat-
isfy the standards set forth by the Supreme Court and also achieve the goal
of a national intellectual property system.

A. The Abrogation Provision

Section 6 of the 2002 Draft IPPRA contains a limited abrogation of
state sovereign immunity. The proposed bill differs from the Copyright
Remedy Clarification Act of 1990, Patent and Plant Variety Protection
Remedy Clarification Act of 1992, and the Trademark Remedy Clarifica-
tion Act of 1992 in that it distinguishes between statutory claims against a
state employee and claims that rise to the level of constitutional viola-
tions."” The 2002 Draft IPPRA abrogates state immunity only in the case
of a due process or a takings violation.**® For example, although not ex-
plicitly stated in the bill, a constitutional violation would ostensibly exist
where a state has no system, or an inadequate system, to hear private liti-
gants’ infringement allegations against the state.**°

Although the 2002 Draft IPPRA’s abrogation provision is more nar-
row than the legislation of the early 1990s, the Supreme Court has set a
relatively high bar for legislation that attempts to abrogate immunity with
respect to intellectual property claims. In particular, the Court in Florida
Prepaid focused on the need for the legislative record to justify abrogating
state immunity under the Eleventh Amendment. The GAO report commis-
sioned by Congress provides some of the factual background required by
the Court.*® In preparing the report, the GAO assessed the extent to which

115. Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S. 627,
634-35 (1999) (quoting Hans v. Louisiana, 134 U.S. 1 (1890)).

116. Id. at 637 (quoting Seminole Tribe v. Florida, 517 U.S. 44, 59 (1996)).

117. Compare Substitute 2002 Draft IPPRA, supra note 36, 8 5 with § 6. In response
to the Supreme Court’s distinction in Florida Prepaid between unintentional and inten-
tional infringement, the proposed legislation differentiates between statutory claims for
infringement against state employees and constitutional claims against the state. Section 5
of the 2002 Draft IPPRA provides for injunctive relief and damages against the employee
as an individual where the claims of infringement are statutory. In contrast, where the
state’s infringement rises to the level of a constitutional violation, Section 6 overrides the
Eleventh Amendment and authorizes an action against the state in federal court.

118. See supra note 110.

119. See Florida Prepaid, 527 U.S. at 643.

120. U.S.G.A.O. Report, supra note 16.
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states are involved in the acquisition of and litigation concerning intellec-
tual property rights and whether states consistently encroach on private
owners’ rights.*! To that end, the report attempts to catalog all of the in-
tellectual property lawsuits involving states and state entities since
1985.2 The GAO also sought the opinions of the intellectual property
community as to whether state immunity is an issue that needs to be ad-
dressed through legislation.'??

The GAO found relatively few intellectual property lawsuits involving
states.’?* Although the precise number of intellectual property lawsuits
against states is difficult to determine, the report indicated that of all intel-
lectual property lawsuits brought in federal court since 1985, fewer than
0.1 % involved a state or state entity as the plaintiff or defendant.**® Sig-
nificantly, 37 of the 100 lawsuits identified in the report concerned state
institutions of higher education, while the remaining 63 named other state
entities.’® The report also emphasized the difficulty in collecting evidence
of every intellectual property dispute that includes a state.**” For example,
surveys collected from state attorneys general identified at least 78 in-
stances of infringement accusations against a state that were handled ad-
ministratively without a lawsuit being filed.*?®

If the abrogation provisions of the proposed legislation are subjected to
a constitutional challenge, the relatively small number of suits identified in
the GAO report may serve as a stumbling block in view of the majority
opinion in Florida Prepaid. The Court’s opinion rested heavily on the ar-
gument that abrogation is only appropriate where the states regularly vio-
late the federal constitution, requiring federal remedial action.'*® Although

121. Seeid.
122. 1d. at 2.
123. 1d. at 4.

124, Id. at 7. However, the legislative history of the 1990 Copyright Remedy Act
cites numerous instances of states infringing copyrights. Florida Prepaid, 527 U.S. at 658
n.9 (Stevens, J., dissenting).

125. U.S.G.A.O. Report, supra note 16, at 9-12. Of the 100 lawsuits the GAO re-
viewed, 58 named a state as a defendant and 42 named a state as a plaintiff. Id. The suits
reviewed are less than 0.1% of the over 104,000 intellectual property lawsuits filed in
federal district court over that same time period. Id. Although the GAO was not able to
collect data on the total number of intellectual property suits filed in state courts, 17 of
the 100 suits naming a state as a party were brought in a state court. Id. at 66-67.

126. Id.

127. 1d. at 8-9.

128. Id. at 12.

129. The Court noted that Congress did not identify a pattern of state infringement,
“[u]nlike the undisputed record of racial discrimination confronting Congress in the vot-
ing rights cases.” Florida Prepaid, 527 U.S. at 640 (citing City of Boerne v. Flores, 521
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there is not a specific threshold that justifies action under Section 5 of the
Fourteenth Amendment, the Court in Florida Prepaid said “[t]here must
be a congruence and proportionality between the injury to be prevented or
remedied and the means adopted to that end.”**

For example, a recent decision from the Second Circuit considered the
constitutionality of an abrogation of sovereign immunity pursuant to the 4-
R Act, a law concerning state taxation of railways."*" In upholding the ab-
rogation as a valid exercise of Congressional power under the Fourteenth
Amendment, the court found that Congress identified a history and pattern
of discriminatory taxation against railroads by the states in that the non-
voting, often nonresident railroads were “easy prey” for state tax asses-
sors.™*? The Second Circuit pointed to the “fifteen years of deliberations
and investigations [wherein] Congress concluded that railroads are over-
taxed by at least $50 million each year.”*** Those opposed to federal abro-
gation of sovereign immunity for intellectual property claims would likely
argue that the extent of state infringement does not rise to the same level
of unconstitutional conduct as found in the voting rights cases cited by the
Supreme Court or the evidence supporting the 4-R Act.

On the other hand, the small number of lawsuits may be attributable to
a general belief that states were not subject to suit for infringement during
much of the 15-year period surveyed in view of Atascadero, Florida Pre-
paid, and the federal courts’ exclusive jurisdiction under 28 U.S.C. §
1338(a) (2000). Furthermore, the United States Patent and Trademark Of-
fice opined that the data reported by the U.S.G.A.O. was inconclusive as
to whether the number of lawsuits constituted a pattern of infringement.**
Among other comments, it remarked “[g]iven that state entities constitute
only a tiny fraction of the total number of parties using intellectual prop-
erty, fifty-eight lawsuits implicating state entities as defendants seems like
a substantial number.”*%®

Aside from the quantitative data, additional evidence in the report ad-
dresses other questions raised by the Court and supports a limited abroga-

U.S. 507 (1997)). In City of Boerne, the Court reviewed a number of cases upholding
various portions of the Voting Rights Act of 1965 where there was extensive evidence in
the legislative history of literacy tests being applied unconstitutionally to prevent people
from voting. City of Boerne, 521 U.S. at 525-27.

130. Florida Prepaid, 527 U.S. at 639 (quoting City of Boerne, 521 U.S. at 519-20).

131. CSX Transp., Inc. v. N.Y. State Office of Real Prop. Svcs., 306 F.3d 87 (2d Cir.
2002).

132. Id. at 93 (quoting from the legislative history).

133. See id. (internal quotations omitted).

134. U.S.G.A.O. Report, supra note 16, at 609.

135. Id.
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tion of state immunity. The majority in Florida Prepaid found that Con-
gress did not adequately examine the existence of remedies for intellectual
property infringement at the state level.**® To correct this deficiency, the
GAO polled state representatives, intellectual property practitioners and
legal scholars. Most authorities agreed that remedies for intellectual prop-
erty claims are largely an untested avenue in the state courts.”*’ In light of
the general federal preemption in the litigation of patent and copyright
claims, most of the people the GAO consulted did not view an action in
state court as a viable option.'®

Some respondents to the GAO’s poll suggested that a cause of action
for a taking of property without compensation might be possible in state
court, but acknowledged that the idea of “taking” intellectual property
rights is untested.™*® Other respondents proposed state actions based on
contract or tort law.*® Both options pose additional problems. For in-
stance, bringing a suit for infringement based on breach of contract re-
quires that an agreement, express or implied, existed between the state and
the owner of the intellectual property.*** Many cases of infringement in-
volve parties that have not entered into an express agreement and do not
have a relationship that might support an argument that an implied con-
tract exists. Damages in a contract suit would also be limited to those pro-
vided for by the agreement.**? Both a contract and tort action attempting to
recover for intellectual property infringement would have to overcome the
federal exclusive jurisdiction of 28 U.S.C. 8 1338. In other words, the in-
tellectual property owner would have to convince a state court that its
claim was not merely an infringement claim dressed in state law

136. Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S. 627,
643 (1999).

137. U.S.G.A.O. Report, supra note 16, at 17-19.

138. Id.

139. See id. at 19. “Takings” case law is generally grouped into either possessory
takings or regulatory takings, and primarily concerns governmental action affecting real
property or tangible property. See Paul J. Heald and Michael L. Wells, Remedies for the
Misappropriation of Intellectual Property by State and Municipal Governments Before
and After Seminole Tribe: The Eleventh Amendment and Other Immunity Doctrines, 55
WASH. & LEE L. REV. 849, 865-67 (1998). However, in considering whether government
regulations affect a taking of property, courts have held that the interest in an intangible
trade secret is a protected property right under the Fifth Amendment. See Ruckelshaus v.
Monsanto, 467 U.S. 986, 1003-04 (1984); see also supra note 12.

140. U.S.G.A.O. Report, supra note 16, at 19.

141. 1d.

142. Seeid.
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clothes.** Finally, many states enjoy some form of governmental immu-
nity in their own courts that would serve as an obstacle to pursuing a cause
of action in state court.***

Some state officials polled by the GAO argued that, because states are
governmental entities, they can be trusted not to infringe intellectual prop-
erty rights.* A similar argument suggests that state entities, such as re-
search universities and hospitals, will police themselves because they are
heavily involved in the development, acquisition, and use of intellectual
property, based on their experience in acquiring and respecting intellectual
property rights.**® However, proficiency in acquiring intellectual property
assets does not necessarily equate with noninfringement of others’ intel-
lectual property rights. As the Florida Prepaid decision acknowledges,
intellectual property infringement can often occur innocently or negli-
gently.*

Admittedly, unlike private entities, states are subject to social and legal
obligations that prevent them from pursuing overt policies of infringing
intellectual property.**® However, the “self-policing” position is troubling
considering the growing role of universities in the development and use of

143. See id. at 18-19. A recent decision suggests another creative approach to bring-
ing an infringement action in federal court where a private entity sponsors research at a
state university. In Syrrx, Inc. v. Oculus Pharmaceuticals, Inc., No. 02-321-JJF, 2002 WL
1840917 (D. Del. Aug. 9, 2002), an exclusive licensee brought suit against Oculus for
inducing the University of Alabama at Birmingham to infringe its licensed patent. The
Court denied the defendant’s motion to dismiss finding that, although the state entity it-
self cannot be sued for direct infringement, a court can still find that the University in-
fringed the patent in order to support a claim for inducing infringement. However, the
utility of such vicarious lawsuits obviously rests on the existence of a private party that is
contributing to or inducing infringement by a state entity.

144, See U.S.G.A.O. Report, supra note 16, at 23. Some have proposed that 28
U.S.C. § 1338 be amended to allow for concurrent jurisdiction in cases where states are
accused of infringing intellectual property. See Chavez v. Arte Publico Press, 204 F.3d
601, 608 n.10 (5th Cir. 2000). However, the general co-existence of sovereign immunity
at the state level undermines the merit of this suggestion.

145. U.S.G.A.O. Report, supra note 16, at 25; see generally Peter S. Menell, Eco-
nomic Implications of State Sovereign Immunity from Infringement of Federal Intellec-
tual Property Rights, 33 Loy. L.A. L. Rev. 1399 (2000) (discussing the legal, social, po-
litical, and market constraints that prevent widespread infringement by states of federal
intellectual property rights).

146. U.S.G.A.O. Report, supra note 16, at 25.

147. See Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S.
627, 645 (1999); see also id. at 658 n.9 (Stevens, J., dissenting) (noting numerous in-
stances of copyright infringement by states and state entities).

148. See Menell, supra note 145 at 1428-32.
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technology.**® Research universities, many of which are state entities,**
have in the last twenty years significantly increased their acquisition and
development of intellectual property assets.®* For example, the number of
intellectual property licenses granted by universities in the early 1990s as
compared with the early 1980s has increased 5,000%."? Over the last ten
years, state universities have also filed a larger number of patent applica-
tions and generated significantly more revenue from licenses, reflecting a
concerted effort by universities to become significant players in the intel-
lectual property field.™ This growing dependence on intellectual prop-
erty-based revenue is a reaction to decreased state and federal funding for
universities."* In view of the inherent lag time in developing technology,
securing patent protection, and bringing products to market, the litigation
resulting from the recent emphasis on securing intellectual property assets
is sure to grow in the coming years."® Although state governments and
entities do not compete in the marketplace in the same way that private
corporations do,**® the argument that they can be trusted not to infringe the
intellectual property of others appears to be largely self-serving.

149. See Margaret Cronin Fisk, Ivory Towers Fire Back Over Patents, NAT’L L.J.,
August 26, 2002, at Al.

150. State affiliated universities, such as the University of California, Michigan State
University, and Florida State University, are typically among the top schools when com-
paring royalties earned from intellectual property licenses. See Kenneth S. Dueker,
Biobusiness on Campus: Commercialization of University-Developed Biomedical Tech-
nologies, 52 FOoD & DRUG L. J. 453, 480 tbl.7 (1997).

151. See Steve L. Bertha, Intellectual Property Activities in U.S. Research Universi-
ties, 36 IDEA 513, 515 (1996) (referring to the passage of the Bayh-Dole Act of 1980
that allows universities to own and manage inventions obtained in the course of research
funded by government sponsors).

152. Dueker, supra note 150, at 465. Specifically, “[flrom 1974 through 1984, just
over 1000 licenses were granted by universities; from 1989 through 1990, 10,510 licenses
were granted.” Id. (citations omitted).

153. Id. at 479, 489, 496, 507; see also Letter from the National Association of State
Universities and Land-Grant Colleges to Senator Leahy (April 17, 2002), available at
http://www.nasulgc.org/washington/watch/letters2002/s2031 (acknowledging that “pub-
lic research universities are some of the greatest beneficiaries of intellectual property
laws™). Although the majority of revenues are generated from licenses for patented inven-
tions and copyrights on printed materials and software, royalties can also be extracted
from valuable trademarks. A good example of a valuable trademark is the University of
Florida’s development of “Gatorade.” See Bertha, supra note 151, at 517.

154. See Menell, supra note 145, at 1433-35 (noting that state universities are in-
creasingly drawn into the commercial arena and that they have been “involved in numer-
ous and substantial intellectual property disputes™).

155. See Dueker, supra note 150, at 490; Fisk, supra note 149.

156. Private entities pursue intellectual property rights for a number of reasons, in-
cluding as defensive leverage to avoid being sued and as an offensive weapon to block
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Despite the GAO report’s factual support for reform, Section 6 of the
2002 Draft IPPRA may not have gone far enough in reigning in the abro-
gation provision. The proposed legislation provides states with the same
protections currently afforded to the federal government™’ in that it ex-
plicitly precludes the treble or enhanced damages provided by 35 U.S.C. §
284.1%® Section 6 is also narrower than the abrogation legislation of the
early 1990s in that it is limited to constitutional violations.™

However, the proposed legislation does not clearly state which cases
of infringement will meet the constitutional violation threshold. In view of
the rigorous standard for review set forth in Florida Prepaid,*® this sec-
tion of the 2002 Draft IPPRA would have a better chance of surviving ju-
dicial scrutiny if it explicitly defined such cases of infringement. For ex-
ample, the majority in Florida Prepaid also proposed limiting abrogation
to situations where: 1) states intentionally infringe; or, 2) where a state
provides no forum for a remedy.™®" In the first case, the Court particularly
emphasized that negligent or innocent infringement does not constitute a
due process violation."®® As to the second situation, if a state provided a
sufficient avenue for an intellectual property owner to pursue a remedy, an
infringement by the state would not implicate due process concerns.'®®
Applying this notion to the 2002 Draft IPPRA, if a state voluntarily estab-
lished an administrative procedure to address intellectual property in-
fringement claims, that state should be exempted from the abrogation pro-
vision. Inserting these limitations into the abrogation provision would
more clearly define its scope and keep with the Court’s requirement of
proportionality.

The abrogation provision also does not enumerate the forums where a
private party may sue a state. The Supreme Court recently held that state
sovereign immunity also insulates states from having to appear before
quasi-judicial bodies, such as the Federal Maritime Commission (FMC).**

competitors out of a particular market segment. In contrast, state entities generally do not
have the same agenda to control markets and primarily pursue intellectual property to
generate licensing revenues.

157. See supra note 41.

158. Substitute 2002 Draft IPPRA, supra note 36, at 8 6(c); see also S. 2031, 107th
Cong. § 5(c).

159. Substitute 2002 Draft IPPRA, supra note 36, at § 6; see also S. 2031 § 5.

160. Seesupra Part 11.B.1.

161. Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S. 627,

647 (1999).
162. 1d. at 645.
163. 1d. at 643.

164. Fed. Mar. Comm’nv. S.C. State Ports Auth., 122 S. Ct. 1864, 1874 (2002).
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The case involved a private party that filed an action with the FMC against
the South Carolina State Ports Authority for alleged violations of the
Shipping Act of 1984, seeking damages and injunctive relief.*®® The Court
concluded that, given the similarities between an adversarial proceeding
before the FMC and an action in an Article Ill court, South Carolina’s
sovereign immunity bars such an action.*® In so holding, the majority
pointed out that it would be inconsistent to prohibit Congress from using
its Article | power to abrogate state sovereign immunity in Article 11
courts, but at the same time allow Congress to create Article | administra-
tive tribunals where sovereign immunity does not apply.*®’

Two such quasi-judicial bodies frequently hear intellectual property
suits. The U.S. International Trade Commission (U.S.I1.T.C.) has recently
become a popular forum for resolving intellectual property disputes be-
cause of the expedited nature of its proceedings.*®® Adversarial proceed-
ings over intellectual property rights can also take place before the Patent
and Trademark Office in the form of an interference proceeding or under
the recently established inter partes reexamination procedure.® A logical
extension of the holding in Federal Maritime Commission may prevent a
party from pursuing an action against a state before the Patent and Trade-
mark Office or the U.S.I.T.C. Although the Patent and Trademark Office
and the U.S.1.T.C. do not have the power to award money damages,*” and
will therefore not always be the preferred forum for intellectual property
suits, the proposed legislation should seize the opportunity to address the
power of quasi-judicial tribunals as they still could play an important role

165. Id. at 1868.

166. Id. at 1873-74.

167. Id. at 1875.

168. See Bryan A. Schwartz, Where the Patent Trials Are: How the U.S. Interna-
tional Trade Commission Hit the Big Time as a Patent Litigation Forum, A.B.A. INTELL.
PROP. L. NEWSL., Winter 2002, at 1.

169. An interference is a proceeding before the Patent Office to determine who is the
first party to invent when more than one applicant files an application for substantially
the same invention. See DONALD S. CHISUM, CHISUM ON PATENTS § 10.09 (2002). Inter
partes reexamination is a process whereby a third party can ask the Patent Office to reex-
amine an issued patent in view of prior art that arguably raises a substantial new question
of patentability. See id. § 11.07[4][g].

170. The Court’s opinion in Federal Maritime Commission explicitly rejects the no-
tion that state sovereign immunity is premised on the goal of protecting states from
money damages. Rather, “the doctrine’s central purpose is to ‘accord the States the re-
spect owed them as’ joint sovereigns.” Fed. Mar. Comm’n v. S.C. State Ports Auth., 122
S. Ct. 1864, 1877 (quoting P.R. Aqueduct & Sewer Auth. v. Metcalf & Eddy, Inc., 506
U.S. 139, 146 (1993)).
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in resolving intellectual property disputes that concern states and state en-
tities.

B. Actions Against State Officers

As a fallback for those claims that do not rise to the level of a constitu-
tional violation, Section 5 of the 2002 Draft IPPRA provides for an ex-
plicit cause of action against an “officer or employee of a state or state in-
strumentality” for statutory violations of intellectual property rights.'’*
This section of the proposed legislation codifies the doctrine set forth in
Ex Parte Young while also providing for money damages against state
employees in their individual capacity.!”* Ex Parte Young created an ex-
ception to the immunity retained by the states under the Eleventh Amend-
ment, allowing a private party to sue an officer or employee of the state
challenging the legality of the state official’s actions in executing her du-
ties.'”® The Supreme Court subsequently refined the Ex Parte Young doc-
trine by explicitly limiting the recovery available against state officers and
emplo%ges sued in their official capacity to prospective (i.e. injunctive)
relief.

In Edelman v. Jordan, the plaintiffs sought, among other remedies, an
order that a state official release withheld welfare benefits.'"”® In articulat-
ing the distinction between prospective and retroactive relief, the Court in
Edelman noted that regardless of how the defendants are named in the
suit, the primary issue in determining whether an action is barred by the
Eleventh Amendment is whether the relief sought would “impose a liabil-
ity which must be paid from public funds in the state treasury.”*"® Signifi-
cantly, the Eleventh Amendment and the foregoing case law do not pro-
hibit actions for damages against state employees in their personal capac-
ity.!”” However, as the Fourth Circuit later enunciated, in determining
whether an action for damages is barred by the Eleventh Amendment, a
court must consider whether the relief sought implicates the employee’s
personal liability or her official duties.'’

171. Substitute 2002 Draft IPPRA, supra note 36, at § 5; see also S. 2031, 107th
Cong. § 4 (2002).

172. 209 U.S. 123 (1908).

173. Id. at 155-56.

174. Edelman v. Jordan, 415 U.S. 651, 663 (1974).

175. See id. at 656.

176. See id. at 663.

177. See infra note 185 and accompanying text.

178. Richard Anderson Photography v. Brown, 852 F.2d 114, 122 (4th Cir. 1988)
(quoting Larson v. Domestic & Foreign Commerce Corp., 337 U.S. 682 (1948) (Frank-
furter, J., dissenting)).
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Injunctive relief against state officers or employees is generally con-
sidered one of the few remaining options available to intellectual property
owners with claims against a state in the wake of Florida Prepaid.”® A
recent decision from the Southern District of New York relied on Ex Parte
Young to allow a copyright action seeking injunctive relief to proceed
against two university officials."®® In denying a motion to dismiss as to the
university officials, the Court found plaintiff’s claims concerning the offi-
cials’ involvement in the alleged infringement to be “limited,” but suffi-
cient to sustain the suit.*®* Nonetheless, the Supreme Court has continually
narrowed the contours of the Ex Parte Young doctrine. In Idaho v. Coeur
d’Alene Tribe of Idaho, the Court cautioned that Eleventh Amendment
immunity is a limitation on federal court jurisdiction and to allow every
action for prospective relief against a state officer to proceed would un-
dermine the holding of Seminole Tribe.*®* Furthermore, from a practical
standpoint, the costs of litigation generally do not justify pursuit of an eg-
uitable remedy without the potential for collecting damages.'®?

Section 5 of the 2002 Draft IPPRA addresses the cost issue by allow-
ing a private intellectual property owner to recover money damages, costs,
and attorney’s fees in a suit against a state officer or employee.’ Section
5 essentially codifies the principle, made clear by the Fourth Circuit in
Richard Anderson Photography v. Brown, that a state employee can be
sued for damages in her individual capacity irrespective of the Eleventh
Amendment.’® In Richard Anderson Photography, a public relations di-
rector was sued for infringement based on alleged unauthorized use of
copyrighted photographs.’® The Fourth Circuit concluded that, although a
claim for damages against the public relations director in her official ca-
pacity was barred by the Eleventh Amendment, the plaintiff could pursue

179. See U.S.G.A.O. Report, supra note 16, at 16.

180. Salerno v. City Univ. of N.Y., 191 F. Supp. 2d 352, 357 (S.D.N.Y. 2001).

181. Id.

182. 521 U.S. 261, 269 (1997) (finding that an action to quiet title to land concerns
the unique sovereignty interests of the State of Idaho and does not fall within the Ex
Parte Young doctrine); see also Earles v. State Bd. of Certified Pub. Accountants, 139
F.3d 1033, 1036 (5th Cir. 1998) (noting that the Eleventh Amendment prohibits an action
where the state, although not the nominal party, is the true party in interest).

183. See U.S.G.A.O. Report, supra note 16, at 16.

184. Substitute 2002 Draft IPPRA, supra note 36, at § 5; see also S. 2031, 107th
Cong. § 4 (2002).

185. 852 F.2d 114, 122 (4th Cir. 1988); see also Kersavage v. Univ. of Tenn., 731 F.
Supp. 1327, 1330 (E.D. Tenn. 1989); Lane v. First Nat’l Bank, 687 F. Supp. 11, 15 (D.
Mass. 1988), aff’d, 871 F.2d 166 (1st Cir. 1989).

186. Richard Anderson Photography, 852 F.2d at 122.
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a claim against the university employee in her individual capacity.’®” The
court in Lane v. First National Bank reached a similar conclusion where
the plaintiff alleged certain state employees infringed her copyrighted da-
tabases.'®®

However, collecting money damages against an individual employee
of the state may prove difficult in practice. First, the individual may be
protected nevertheless by substantive immunity. The Supreme Court has
held that “government officials performing discretionary functions, gener-
ally are shielded from liability for civil damages insofar as their conduct
does not violate clearly established statutory or constitutional rights of
which a reasonable person would have known.”*®® Second, an individual
government employee may not have the means to pay the often significant
award in an infringement action.* It is the individual’s employer, the
state, that has the deep pockets to pay a damages award. Although the
provisions of Section 5 are consistent with Eleventh Amendment jurispru-
dence, they do not by themselves completely close the gap in an intellec-
tual property owner’s rights created by state sovereign immunity.

C. The Equal Remedies Provision

The 2002 Draft IPPRA also conditions the availability of certain
remedies to a state on the state’s voluntary waiver of sovereign immu-
nity.*** In other words, if a state does not voluntarily submit to jurisdiction
in federal court for all cases involving infringement of intellectual prop-
erty under federal law, then the state, as a potential plaintiff, will not enjoy
the full extent of the remedies provided for under those same laws. This
section of the 2002 Draft IPPRA thus levels the playing field between pri-
vate parties and states without abrogating state immunity altogether. In
view of the severability clause in Section 7(c) of the 2002 Draft IPPRA,
even if the other more aggressive provisions are overturned by the courts,

187. Id. at 116.

188. 687 F. Supp. at 11.

189. Harlow v. Fitzgerald, 457 U.S. 800, 818 (1982). But see Richard Anderson Pho-
tography, 852 F.2d at 122-23 (remanding qualified immunity issue and noting that the
Supremacy Clause precludes application of a state immunity law); Lane, 687 F. Supp. at
15-17 (denying the individual defendants” motion for summary judgment based on quali-
fied immunity).

190. However, in certain situations a state employee may be indemnified by the state
employer for such liability.

191. See supranote 112.
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the equal remedies provision will likely protect some private litigants from
liability to states for damages.'®

Although states and state entities are increasingly active in the acquisi-
tion and enforcement of intellectual property, it is unlikely they would
voluntarily waive the blanket protection of sovereign immunity for the op-
portunity to pursue damages for infringement of intellectual property.*
For example, many state universities are empowered by their respective
state legislatures to enforce intellectual property rights.*** However, the
universities primarily derive revenues from their intellectual property
through licensing agreements, and not from judgments of infringement
obtained in court.'®

Universities with sophisticated intellectual property licensing pro-
grams typically earn revenues in the millions or tens of millions of dollars
each year.!® In contrast, the ten largest patent damages awards between
1982 and 2000 all exceeded $100,000,000.°" Consequently, the exposure
to the potentially substantial money judgments that often result from intel-
lectual property litigation would in most cases far outweigh the potential
benefits that a state or state entity could accrue from being able to sue for
money damages. States, because of their financial resources, are attractive
defendants in lawsuits. Furthermore, states and state entities engage in an
expansive range of activities, increasing their potential liability. Assuming
a state chooses not to waive its immunity, under Section 4 of the 2002
Draft IPPRA the state will still retain the same potential remedies a private
litigant would have against the state, namely injunctive relief and attor-
ney’s fees.'® Thus, in light of the potential for significant liability, states

192. See S. 2031, 107th Cong. § 7(c) (2002) (regarding severability of the provi-
sions).

193. See U.S.G.A.O. Report, supra note 16, at 2.

194. See, e.g., FLA. STAT. ANN. § 240.229 (West 1998) (“[E]ach university is author-
ized, in its own name, to: (1) Perform all things necessary to secure letters of patent,
copyrights, and trademarks on any work products and to enforce its rights therein. . . (3)
Take any action necessary, including legal action, to protect the same against improper or
unlawful use or infringement.”).

195. See generally Dueker, supra note 150.

196. See id. at 489, 496.

197. See Kathleen M. Kedrowski & Jennifer L. Knabb, An In-Depth Look at Histori-
cal Patent and Trademark Damages Trends, A.B.A. INTELL. PROP. L. NEWSL., Spring
2002, at 9.

198. For example, as to the patent laws, the equal remedies provision prohibits reme-
dies under 35 U.S.C. § 284 (2000) (damages) and 35 U.S.C. § 289 (2000) (statutory dam-
ages for design patent), but does not bar relief under 35 U.S.C. § 283 (2000) (providing
courts with the power to grant injunctions “to prevent the violation of any right secured
by the patent™) or 35 U.S.C. § 285 (2000) (giving the power to “award reasonable attor-
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will not likely waive the immunity provided by the Eleventh Amend-
ment.**°

Although Section 4 of the proposed legislation is less likely than some
of the other provisions to receive a direct constitutional challenge, in its
current form it is also likely to be largely ineffectual for the reasons dis-
cussed above. States that decline to waive their immunity will still be able
to pursue patents, federal copyright registrations, and federal trademark
registrations. However, without the ability to enforce intellectual property
rights through the threat of litigation, states will have less incentive to in-
vest the resources to develop an intellectual property portfolio. In other
words, undermining the ability to enforce intellectual property rights di-
lutes their worth because intellectual property derives value from its ex-
clusive nature. The net effect of the equal remedies provision as currently
drafted may be to dampen the incentive for states, and particularly state
universities, to pursue and protect intellectual property.

With modification, the equal remedies provision could be more effec-
tive at encouraging states to respond to the intellectual property claims of
private parties. One approach would be to allow states to set up an admin-
istrative procedure for parties to file claims of intellectual property in-
fringement against the state as an alternative to waiving their immunity in
federal court. Such administrative procedures already exist to some extent
in Florida and California.*®

ney fees to the prevailing party”). However, the substitute version of the 2002 Draft IP-
PRA, see infra note 205, includes the respective injunctive relief provisions of each of the
patent, copyright, and trademark statutes as a prohibited remedy. If this substitute version
of the 2002 Draft IPPRA were adopted, states and private entities would not have the
same potential remedies in that private litigants could still pursue injunctive relief, but
states could not. This more stringent version of the equal remedies provision is thus less
likely to withstand the Supreme Court’s requirement of proportionality.

199. In the limited situation where a state or state entity is the owner of the intellec-
tual property in dispute, some courts have found a constructive waiver of sovereign im-
munity. See T. Michael McGuire v. Regents of the Univ. of Mich., No. 2: 99CV1231,
2000 WL 1459435, at *4 (S.D. Ohio Sept. 21, 2000); New Star Lasers, Inc. v. Regents of
the Univ. of Cal., 63 F. Supp.2d 1240, 1244 (E.D.Cal. 1999) (holding that university re-
gents are not immune from suit in a declaratory judgment action seeking invalidity of the
university’s patent, notwithstanding the Supreme Court decisions in Florida Prepaid and
College Savings Bank).

200. See Chew v. California, 893 F.2d 331, 332 (Fed. Cir. 1990) (referring to the
plaintiff’s action in filing a claim with the State of California Board of Control before
bringing suit in federal court); Jacobs Wind Elec. Co. v. Dep’t of Transp., 626 So. 2d
1333, 1338 (Fla. 1993) (Harding, J., dissenting) (citing FLA. STAT. ANN. § 11.065 (West
1998), which ostensibly permits a citizen to file a claim for compensation with the state
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Even assuming that state courts could hear intellectual property claims
without conflicting with exclusive federal jurisdiction over patent law, a
state administrative procedure for hearing intellectual property claims
would likely be preferable to having state courts hear intellectual property
cases for several reasons. First, a general administrative procedure may
not implicate the exclusivity provisions of 28 U.S.C. § 1338.%" Second, an
administrative procedure can be simplified, making it less likely to raise
the uniformity issues that prompted the creation of the Federal Circuit.
Creating an administrative procedure to hear claims would in this respect
be better than having state courts become involved in interpreting patent
and copyright law and creating potentially conflicting precedent.? Third,
such an alternative is in accord with the Supreme Court’s opinion in Flor-
ida Prepaid. The majority’s focus on the existence of state remedies®® and
the need for Congress to proceed judiciously in abrogating the Eleventh
Amendment®® calls out for creative state solutions to the problem. Finally,
there is a much greater probability that states would adopt an administra-
tive claim procedure of their own design, as opposed to a wholesale
waiver of their sovereign immunity. Although requiring states to establish
administrative procedures may not effectively redress all intellectual prop-
erty claims, it is likely to have a more constructive impact than the current
version of Section 4.

D. The Participation Provision

At the time of this writing, an additional provision was set forth in an
amended version of the proposed legislation, but the bill had not been
formally introduced in Congress.’®® The participation provision contained
in Section 3 of the 2002 Draft IPPRA absolutely conditions a state’s own-
ership of patents, trademarks, or copyrights on that state’s waiver of its
sovereign immunity.?® In other words, if the state does not formally agree

legislature). The California state code permits a citizen to file a claim for damages with
the state legislature. See CAL. Gov’T CODE ANN. 88 905.2(c), 905.4 (West 1995).

201. Section 1338 states, in pertinent part, “[s]uch jurisdiction shall be exclusive of
the courts of the states in patent, plant variety protection and copyright cases.” 28 U.S.C.
§ 1338(a) (2000) (emphasis added).

202. A private party wanting to challenge the adequacy of such an administrative
proceeding could potentially bring a due process claim in federal court as acknowledged
in Florida Prepaid. Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank,
527 U.S. 627, 643 (1999).

203. Seeid.

204. Seeid. at 646-47.

205. Draft Leahy/Hatch Amendment Stiffens IP Protection/Immunity Waiver Trade-
Off, 64 BUREAU OF NAT’L AFFAIRS PAT., TRADEMARK & COPYRIGHT J. 32 (2002).

206. Substitute 2002 Draft IPPRA, supra note 36, at § 3.
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to open itself to suit in federal court for intellectual property claims, the
state cannot apply for trademark registrations, copyright registrations, and
patents with the respective federal agencies that issue them. This provision
overlaps the equal remedies provision by excluding states from obtaining
intellectual property altogether, and the 2002 Draft IPPRA does not indi-
cate which section takes precedence. However, Section 3 logically applies
to all future applications for federal intellectual property protection, while
the equal remedies section logically applies to all existing intellectual
property rights.?”’

Excluding states from obtaining certain intellectual property altogether
is a drastic approach to leveling the playing field between states and pri-
vate parties. The participation provision also raises a constitutional issue.
On the one hand, as Justice Scalia noted in College Savings Bank, Con-
gress can force the states to waive their sovereign immunity in order to
receive a “gift or gratuity” from the federal government.””® When Con-
gress disburses funds under its Spending Clause power, such a disburse-
ment is a gift rather than an obligation.”®® The Constitution, which gives
Congress the power to create intellectual property rights, does not explic-
itly require that the states be entitled to receive those rights.?® On the
other hand, the participation provision of Section 3 may go too far in that
federal intellectual property protection may not be a “gift or gratuity,” but
instead, “lawful activity.”*"* Put another way, a state may argue that coerc-
ing it to surrender the constitutionally protected right of immunity from
suit in federal court in order to participate in the federal intellectual prop-
erty scheme is itself unconstitutional.”*? Whether participation in the fed-
eral system is a gratuity or a right is not clear under the current law.?*
Nonetheless, forcing the states to extract themselves from a system that is

207. Substitute 2002 Draft IPPRA, supra note 36, at 8§ 3-4. The remedies equaliza-
tion provision explicitly applies to all suits brought after January 1, 2003 regardless of
when the underlying right was secured, whereas the participation provision applies to all
new applications for patents, trademarks, or copyrights after January 1, 2003.

208. Coll. Sav. Bank v. Fla. Prepaid Postsecondary Educ. Expense Bd., 527 U.S. 666,
686-87 (1999).

209. Id.

210. U.S.ConsT. art. 1,88, cl. 8.

211. See Menell, supra note 145, at 1441 (discussing Justice Scalia’s analysis of fi-
nancial inducements and coercive conditions); see also Gilbert L. Carey, The Resurgence
of States’ Rights Creates New Risk to Intellectual Property, 11 ALB. L.J. Scl. & TECH.
123, 150-51 (2000).

212. See Daniel J. Meltzer, The Seminole Decision and State Sovereign Immunity,
1996 Sup. CT. REV. 1, 51.

213. See id. at 51-54 (providing an alternate, less coercive solution to the immunity
issue based on conditioning federal tuition grants on a waiver of sovereign immunity).
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significantly linked to their own fiscal policies, particularly in the context
of state universities, appears to be a straightforward example of coercive
activity.

The participation provision presents some of the same practical con-
cerns as the equalization of remedies provision. As discussed above, it is
unlikely that states will willingly forfeit the protections of sovereign im-
munity to participate in the intellectual property system. The potential li-
ability risks for states probably far outweigh any economic benefits that
could be recovered from owning intellectual property. Admittedly, the
participation provision requires a more involved analysis than the equal
remedies provision discussed above, because foregoing participation
would eliminate all potential revenue from intellectual property licensing.
However, as the data from patent damages cases indicates, damage awards
have the potential to far exceed the licensing revenues that can be col-
lected by a university.?** Furthermore, the various areas in which states
and state entities operate expose a state to a far greater range of intellec-
tual property infringement claims than a typical private entity, such as a
company in the software field.?*> Consequently, the result of Section 3
will be to simply force the states out of the intellectual property arena. Al-
though the implications of such a situation are not entirely clear, it is a re-
sult that is contrary to the incentive-oriented goals of the intellectual prop-
erty laws. For example, precluding research universities from being able to
collect licensing fees may cause a significant drain on the capital neces-
sary to continue sophisticated research.?*® Since Section 3 does not further
the goals of the patent system, it should be eliminated from the final legis-
lation.

Finally, Congress may want to consider the international implications
of state sovereign immunity to intellectual property infringement claims.
As a signatory to several international agreements establishing certain
minimum standards for respecting intellectual property rights, the federal
government must enforce these basic protections in the United States.?’
The gap in intellectual property rights created by the Florida Prepaid de-
cisions likely contravenes at least certain provisions of these international

214. See supra Part IV.C.

215. Examples of potential state infringing activity provided by Professors Heald and
Wells include unauthorized use of a patented process for making a drug at a research uni-
versity, unauthorized copying of a text, and misattribution of a product used by the state.
See Heald and Wells, supra note 139, at 850.

216. See Menell, supra note 145, at 1434 (noting the decline in state and federal
funding to universities and the resulting dependence on licensing proceeds).

217. Seeid. at 1448-49.
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agreements.?*® Accordingly, Congress could look to other sources of its

power in Article | of the Constitution, notwithstanding the limitations set
by the Court in Seminole Tribe,**° to support abrogation of state sovereign
immunity as it relates to intellectual property rights.??® Specifically, the
power to implement foreign treaties with enacting legislation, provided by
the Necessary and Proper Clause,”** may serve as an alternate basis for
justifying the abrogation provision in Section 6 of the 2002 Draft IPPRA.
The same argument also could be made to justify the participation provi-
sions of Section 3. However, as already discussed, the approach proposed
in the participation provision would likely have detrimental effects that
would outweigh the goal of protecting private entities’ intellectual prop-
erty against state infringement.

Given the history of the statutes and case law addressing intellectual
property claims against the states, implementing the foregoing suggestions
would produce a more moderate piece of legislation with a greater likeli-
hood of surviving judicial review. Furthermore, these suggested revisions
are intended to further the policies underlying intellectual property rights.

V. CONCLUSION

The imbalance of intellectual property rights between the states and
private entities is ripe for correction. Although the evidence of state in-
fringement of intellectual property is limited, as the GAQ’s report ex-
plained, these types of claims are not easily monitored and tabulated.??* In
light of the increasing activity of states (and particularly state-affiliated
universities) in the intellectual property field, the 2002 Draft IPPRA is a
significant piece of legislation worthy of careful consideration.

Some intellectual property scholars and practitioners are of the view
that any gap in ownership rights is the fault of the federal preemption stat-
utes.’”® However, removing the federal courts’ exclusive jurisdiction
would not bridge this gap because many states are immune from suit in
their own courts. Furthermore, opening the state courts as entirely new
venues to hear patent and copyright claims undermines Article I’s implicit
goal of national uniformity in intellectual property law. If state courts
could hear intellectual property claims, their decisions would not be re-

218. Seeid. at 1449-55.

219. See supra note 61 and accompanying text.
220. See Menell, supra note 145, at 1460-61.

221. U.S.CoNsT. art. I, 88, cl. 18,

222. See U.S.G.A.O. Report, supra note 16, at 7-8.
223. Seeid. at 24.
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viewable by the Federal Circuit.”** National uniformity was the motivation
behind the creation of the Federal Circuit, and any proposed legislation
should avoid compromising that goal.?*

Assuming that the proposed legislation is codified, one or more of its
provisions will likely face a constitutional challenge in the judicial system
in the near future. Although the drafters of the proposed legislation have
attempted to narrow the abrogation provision, Section 6 should be further
revised to improve its chances of being sustained on judicial review. The
participation provision, Section 3, is a drastic remedy that is unnecessary
in view of the equal remedies section. Furthermore, the growing impor-
tance of state universities in developing intellectual assets suggests that
Section 3 may do more harm than good. Finally, amending the equal
remedies provision in Section 4 to encourage the creation of state adminis-
trative processes for protecting private rights will further the policies un-
derlying our intellectual property laws.

224. See Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, , 527
U.S. 627, 659 (1999) (Stevens, J., dissenting).
225. Seeid. at 651 (Stevens, J., dissenting).



