CHAPTER VIII

THE OWNERSHIP OF THE MONOPOLY

i. DURATION

The statute provides 365 that the owner of a valid patent shall

have the exclusve right, to make, use and vend the invention or

discovery covered by it throughout the United States and its

Territories. This exclusive right is given for a period of 17

years. The time begins to run from the date of issue of the

patent, and is unaffected by the date of invention or the date of

CHAPTER VIII

application. The right to acquire a monopoly dates from the

time of the invention, and the first inventor alone is entitled to

a patent, no matter if another has been the first applicant. The

THE OWNERSHIP OF THE MONOPOLY

duration of the monopoly, however, dates from the time the

patent" is issued. 3053 An extreme illustration of the materiality

§

of this difference is found in the case of United States v. Amer-

I. DURATION

ican Bell Telephone Co. 366 From about 1878 that Company

had been operating its phones with transmitters that Were

covered by patents issued at that time. In 1891 another patent

ses R. s. 4884.
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365a It is obvious, of course, that since the monopoly dates from the issue

of the patent, the inventor has no monopoly until then. He can not pre-

vent others from using his invention prior to the issue of his patent, nor

can he recover anything as damage. "A patentee can not recover damages

for the sale or use of his invention prior to the issuance of a patent but

the fact that articles embodying the invention were manufactured before

the patent was issued, unless by the patentee's consent, does not authorize

their use thereafter." (Syl.) Columbia & N. R. R. v. Chandler, 241 Fed.

261. See also cases cited infra.

One who has applied for a patent may, however, mark his product

"Patent Applied For" and this does have a practical deterrent effect, be-

cause it warns the user of the invention that his invested capital may be

rendered worthless by the granting of the patent.

366 167 U. S. 224. The "Oldfield Bill," H. R. 1700, April 1913, which

failed of passage in Congress, contained a provision limiting the monopoly

to a maximum period of 19 years from the date of application.

The statute provides 365 that the owner of a valid patent shall
have the exclusve right, to make, use and vend the invention or
discovery covered by it throughout the United States and its
Territories. This exclusive ·right is given for a period of 17
years. The f
be ins to run from the date of issue of the
.{?atent: and is unaffected b the date of invention or he date of
a plication. The ri ht to acquire a monopoly dates from the
time of the invention, and the first inventor alone is entitled to
a patent, no matter if another has been the first applicant. The
duration of the monopoly, however, dates from- the time the
patent 1s issue . 658 An extreme illustrat10n of tlre materiality
of this difference is found in the case of United States v. American Bell Telephone Co. 366 From about 1878 that Company
had been operating its phones with transmitters that were
covered by paten.ts issued at' that time. In 1891 another patent
365

R.

s.

~

4884.

It is obvious., of course, that since the monopoly dates from the issue
of the patent, the inventor has no monopoly until then. He can not prevent others from using his invention priOr to the issue of his patent, nor
can he recover anything as damage. "A patentee can not recover damages
for the sale or use of his invention prior to the issuance of a patent but
the fact that articles embodying the invention were manufactured before
the patent was issued, unless by the patentee's consent, does not authorize
their use thereafter." (Syl.) Columbia & N .. R. R. v. ChandJer, 241 Fed.
261.
See also cases cited infr4.
One who has applied for a patent may, however, mark his product
"Patent Applied For" and this does have a practical deterrent effect, because it warns the user of the invention that his invested capital may be
rendered worthless by the granting of the patent.
36 6 167 U. S. 224.
The "Olqfield Bill," H. R. 1700, April 1913, which
failed of passage in Congress, contained a provision limiting the monopoly
to a maximum period of 19 years from the date of application.
36 5 a
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was issued to them for precisely the same invention. On in-

vestigation it appeared that the invention on which this latter

patent was issued had been made prior to that of the patents

under which the Company had been securing protection. Ap-

plication for this patent had been made at the proper time, thus

saving the right to a patent, but the whole matter had been

neglected by the Patent Office, and no patent had been issued

till 1891. On suit to set aside this long delayed patent the

court decided that the delay was not the result of fraud in any

form and that the patent was valid and operative from the time

of its issue. The result was that the company, having operated

for many years under a very effective appearance of monopoly,

although without any actual right whatever thereto, now ac-

quired a valid and actually enforcible monopoly for another 17

years longer.

Conversely, the inventor has no right to the exclusive enjoy-

ment of his invention, no monopoly of it at all, until a patent

has actually been issued to him. 366a
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The patent must be issued by the Patent Office within three

months from the date of payment of the final fee, which must

itself take place not later than 6 months from the date on

which notification that the application was passed and the

patent allowed, was sent to the applicant. If this fee is not

paid within the proper time the statute provides that the patent

shall be withheld. A new application must then be made in

order to secure the issue of the patent. 367

THE MONOPOLY is ABSOLUTE. After the patent has been

3668 Standard Scale Co. v. McDonald, 127 Fed. 709 ; D. M. Steward Co.

v. Steward, 109 Tenn. 288.

367 Patents for designs are granted for the term of 3 years and 6 mo.,

or for 7 years, or for 14 years, as the applicant may in his application

elect." ? 4931 R. S. The statute prior to the amendment of March 3, 1897,

provided that patents issued in this country for inventions already pat-

ented in a foreign country, should expire coincidentally with the expira-

tion of the shortest of the foreign patents, but thi's phraseology was

changed by the amendment, R. S. 4887. See the statement, in 1915, in

regard to this in Fireball Gis Co. v. Commercial Acetylene Co., 239

U. S. 156; and in Cameron Septic Tank Co. v. City of Knoxville, 227

U. S. 39-

was issued to them for precisely the same invention. On investigation it appeared that the invention on which this latter
patent was issued had been made prior to that of the patents
under which the Company had been securing protection. Ap- ,
plication for this patent had been made at the proper time, thus
saving the right to a patent, but the whole matter had been
neglected by the Patent Office, and no patent had been issued
till 189I. On suit to set aside this long delayed patent the
court decided that the delay was not the result of fraud in any
form and that the patent was valid and operative from the time
of its issue. The result was that the company, having operated
for many years under a very effective appearance of monopoly,
although without any actual right whatever thereto, now acquired a valid and actually enforcible monopoly for another 17
years longer.
Conversely, the inventor has no right to the exclusive enjoyment of his invention, no monopoly of it at all, until a patent
has actually been issued to him. 366 "
The patent must be issued by the Patent Office within three
~nths from the date of _payment of the final _fee, which must
itsefrfalCe p1ace not later than 6 .!!,10nths from the Oare on
wliich notification that the application was passed and the
patent allowed, was sent to the applicant. If this fee is not
paid within the proper time the statute provides that the patent
shall be withheld. A ~ew application must then be made in
order to secure the issue of the patent. 367
THE MONOPOLY IS ABSOLUTE. After the patent has been
366• Standard Scale Co. v. McDonald, 127 Fed. 709; D. M. Steward Co.
v. Steward, 109 Tenn. 288.
atJ1 Patents for designs are granted for the term of 3 years and 6 mo.,
or for 7 years, or for 14 years, as the applicant may in his application
elect." ~ 4931 R. S. The statute prior to the amendment of March 3, 18g7,
provided that patents issued in this country for inventions already patented in a foreign country, should expire coincidentally with the expiration of the shortest of the foreign patents, but thls phraseology was
changed by the amendment, R. S. ~ 4887. See the statement, in 1915, in
regard to this in Fireball G1.s Co. v. Commercial Acetylene Co., 239
U. S. 156; and in Cameron Septic Tank Co. v. City of Knoxville, 227
39.

u. s.
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issued the right which it confers is absolute. The right is not
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the invention nor the enjoyment of the invention. It is the

monopoly of the right to enjoy it. The patentee may utilize

the invention, may make, use and vend the things covered by

it if he chooses, but whether he does exercise his privilege of

enjoyment or not, his right to exclude others is absolute, and

is not affected by his own non-use of the privilege. This is

established beyond doubt by the cases. In the Paper Bag

Patent case 368 the question was passed upon in actual decision,

not as mere dictum. It was contended in the case that a court

of equity had no jurisdiction to restrain by injunction the in-

fringement of letters patent, the invention covered by which,

had ''long and always and unreasonably been held in non-

use . . . instead of being made beneficial to the art to which

it belongs." It was conceded, the court said, even by the

claimant, that the monopoly was not defeated by the non-user

of the privilege; that an action at law for infringement would

still lie. The only contention was that the right to an injunc-
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tion was lost; that, for the good of the public, unauthorized

persons should be allowed to make, use and vend the inven-

tion without restraint by the courts, if the patentee would not

exercise the privilege himself, and that the patentee should be

left to his legal remedy of damages. This contention the court

absolutely rejected, on the ground that Congress had given

to a patentee not merely the right to make, use and vend his

invention himself, but the absolute right of keeping others

from so doing, and that this monopoly was not lost by neglect

to put the invention into use. 365

368 210 U. S. 405-

369 Button Fastener Cases, 77 Fed. 288, 35 L. R. A. 728, cited with ap-

proval Henry v. Dick, 224 U. S. I, 28: "If he will neither use his device

nor permit others to use it, he has but suppressed his own. That the

grant is made upon the reasonable expectation that he will either put

his invention to practical use or permit others to avail themselves of it

upon reasonable terms, is doubtless true. This expectation is based alone

upon the supposition that the patentee's interest will induce him to use,

or let others use, his invention. The public has retained no other security

to enforce such expectations. A suppression can endure but for the life

of the patent, and the disclosure he has made will enable all to enjoy the

issued the right which it confer i ab olute. The right i not
the invention nor the enjoyment of the invention. It i the
monopoly of the right to enjoy it. The patentee may utilize
the invention, may make, use and vend the things covered by
it if he chooses, but whether he does exerci e hi privileo-e of
enjoyment or not his right to exclude others is absolute, and
is not affected by his own non-use of the privilege. This i
established beyond doubt by the ca es. In the Paper Bag
Patent case36 the question was pas ed upon. in actual deci ion,
not as mere dictum. It was contended in the case that a court
of equity had no jurisdiction to re train by injunction the infringement of letters patent, the invention covered by which,
had "long and always_ and unrea onably been held in nonuse . . , . instead of being made beneficial to the art to which
it belongs. ' It was conceded, the court aid, even by the
claimant, that the monopoly wa not defeated by the non-user
of the privilege· that an action at law for infringement would
still lie. The only contention was that the right to an injunction was lo t · that, for the good of the public, unauthorized
persons should be allowed to make, u e and vend the invention without restraint by the court , if the patentee would not
exercise the privilege himself, and that the patentee should be
left to his legal remedy of ·damages. This contention the court
absolutely rejected, on the ground that Congress had gi' en
to a patentee not merely the right to make, use and vend hi
invention himself, but the absolute right of keeping other
from so doing, and that this monopoly was not lost by neglect
to put the invention into use. 369
U. S. 405.
Button Fastener Cases, 77 Fed. 288, 35 L. R. A. 728, cited with approval Henry v. Dick, 2~4 U. S. I, 2 : "If he will neither use hi , device
nor permit others to u e it, he has but suppre sed his own. That the
grant i made upon the reasonable expectation that he will either put
his invention to practical use or permit others to avail themselve of it
upon rea onable terms, i doubtless true. This expectation i ba ed alone
upon the suppo ition · that the patentee' intere t will induce him to u e, .
or let others use, his invention. The public ha retained no other security
to enforce uch expectations. A suppre sion can endure but for the life
of the patent, and the di closure he ha made will enable all to enjoy the
368 210
369
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2. TRANSFER OF THE RIGHT

2. TRANSFER OF THE RIGHT

The monopoly conferred by the patent may be transferred

to others ~aT~~tEe^ will of the patentee as freely as any other

form of incorporeal personal property. It is personal prop-

erty and descends to the personal representatives of a deceased

owner, rather than to his heirs. 369 " The owner may also enter

into agreements in respect to the enjoyment of the right,

which agreements may, like other contracts, be either written

or oral. The transfer of the title to the patent, that is to say,

the complete ownership of the monopoly itself, can be made

only by an instrument in writing, as the statute is interpreted.

The statute provides that "every patent or any interest therein

shall be assignable in law by an instrument in writing," 370 and

the conveyance, to be effective, is apparently limited to this

method. 371

fruit of his genius. His title is exclusive, and so clearly within the con-

stitutional provisions in respect of private property that he is neither

bound to use his discovery himself nor permit others to use it." Victor
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Talking Machine Co. v. The Fair, 123 Fed. 424. An attempt was made

to change this rule by a bill introduced in Congress, April 7, 1913 H. R.

1700 called the "Oldfield Bill." It provided, among other minor changes,

that when it should be proved that the owner of a patent was withholding

or suppressing all benefit to the public, from the invention, he might be

compelled, by court action, to license others to make use of it upon proper

terms of recompense. The bill failed to pass and prominent patent at-

torneys and inventors were reported as having testified that deliberate

suppression of marketable inventions was practically non-existant. The

act of July 13, 1832 provided that in case of patents issued to aliens, they

should become void in the event of failure to introduce the invention into

public use within one year and to continue such use. This was repealed

four years later.

A commendation, on economic grounds, of the fact that inventions need

not be put into use in this country, is uttered by O. C. Billman in The

Compulsory Working of Patents, 24 Green Bag 513, 21 Case & Com. 276.

369 Wilson v. Rousseau, 4 How. 646, 674 ; De la Vergne Mach. Co. v.

Featherstone, 147 U. S. 209.

370 R. S. 4898.

371 Gayler v. Wilder, 10 How. 477, 492; Blakeney v. Goode, 30 O. S. 350;

But see dictum, Paulus v. Buck, 129 Fed. 524. An oral contract to assign

future inventions will be enforced in equity, Dalzell v. Dueber Mfg. Co.,

149 U. S. 315-

The monopoly conferred b the atent may be transferred
to othe a t
will of the patentee as freely as any other
fo
of incorporeal per onal property. It is persona property and descends to the personal representatives of a deceased
owner, rather than to his heirs. 369 n The awrier may also enter
into agreements in respect to the enjoyment of the right,
wl:iich agreements may, like other contracts, be either written
or oral. The tra~sfer of the title to the Qatent, that is to say,.
the complete ownership .of the monopoly itself, can be made
only by an instrument in writing, as the statute is interpreted.
The statute provides that "every patent or any interest therein
shall be assignable in law by an instrument in writing " 3 7 0 and
the conveyance, to be effedive, is apparently limited to this
method. 371

e

I

fruit of his genius. His title is exclusive, and so clearly within the constitutional provisions in respect of private property that he is neither
bound to use his discovery himself nor permit others to use it." Victor
Talking Machine Co. v. The Fair, 123 Fed. 424. An attempt was made
to change this rule by a bill introduced in Congress, April 7, 1913-H. R.
1700-called the "Oldfield Bill." It provided, among other minor changes,
that when it should be proved that the owner of a patent was withholding
or suppressing all benefit to the public, from the invention, he might be
compelled, by court action, to license others to make use of it upon proper
terms of recompense. The bill failed to pass and prominent patent attorneys and inventors were reported as having testified that deliberate
suppression of marketable inventio~s was practically non-existant. The
act of July 13, 1832 provided that in case of patents issued to aliens, they
should become void in the. event of failure to introduce the invention into
public use within one year and to continue such use. ·T his was repealed
four years later.
A commendation, on economic grounds, of the fact that inventions need
not be put into use in this country, is uttered by 0. C. Billman in The
Compulsory Working of Patents, 24 Green Bag 513, 21 Case & Com. 276.
3s 9 n Wilson v. Rousseau, 4 Ho~. 646, 674; De la Vergne Mach. ·Co. v.
Featherstone, 147 U. S. 209.
370 R. s. § 4898.
371 Gayler v. Wilder, IO How. 477, 492; Blakeney v. Goode, 30 0. S. 350;
But see dictum, Paulus v. Buck, 129 Fed. 524. An oral contract to assign
future inventions will be enforced in equity, Dalzell v. Dueber Mfg. Co.,
149 u. s. 315.
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Such a transfer of the ownership of the patent right vests
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in the assignee all the rights which the assignor has under the

patent. It is in eff ect_Jjke__any jQlhe.r . sale of property. The

"hew ownei^by virtue of the transfer, may sue for infringe-

ment, may resell the monopoly, or in any other way exercise

the same power that his assignor could have used. 372

The transfer is, "void as against any subsequent purchaser

or mortgagee for a valuable consideration, without notice, un-

less it is recorded in the Patent Office within three months

froqQhe date thereof." 373 Such recording is not obligatory

and does not affect the validity of the assignment except as

against subsequent purchasers without notice. The usual rules

as to what constitutes actual notice are applicable in respect to

these assignments.

Although the patent monopoly itself is created by Federal

law, its sale, and other contracts concerning it, are subject to

regulation by State law in the same way that other personal

property is. A number of states have exercised this power in
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requiring such sales to be recorded, or in declaring promissory

notes given for the purchase price to be void, unless they show

on their face that they are so given. It behooves the pur-

chaser, as well as the seller, of a patent right, therefore, to

examine the statutes of the particular state upon the matter. 37311

No SPECIAL FORM OF ASSIGNMENT is set out or suggested by

the statute, nor is any particular form requisite. Anything

that would be sufficient at the Common Law to indicate a clear

intention to transfer the patent right, properly executed, would

372 Assignee may sue his assignor, if the latter infringes, just as he

could any one else. Littlefield v. Perry, 21 Wall. (88 U. S.) 205. In short,

he is the "owner" of the patent, in place of the original patentee.

373 R. S. 4898. Compare, National Cash Reg. Co. v. New Columbus

Co., 129 Fed. 114.

373a A Kansas statute, (Gen. Stat. of 1901, 4356 ff.) requiring the seller

to file affidavits of ownership, etc, was held valid, in Allen v. Riley, 203

U. S. 347 ; John Woods & Sons v. Carl, 203 U. S. 358. A somewhat similar

statute had been held not valid in Hollida v. Hunt, 70 111. 109. Parish v.

Smith, (Ark.) 204 S. W. 415.

This should not be confused with the power of the state, which also

exists, to regulate the sale of articles embodying a patented invention.

· Such a transfer of the ownership of the patent right vests
in the assignee all the righ~s which the assignor has under the
h .s.a1e of roperty. The. patent. It is in effect lik
new owner b virtue of the trans£ er, may sue for infringement, may resell die mono_poly, or in any other way exercise
the same po"Wer tha is assignor could have used. 372
The tr sf er is, "void as against any subsequent purchaser·
or mortgagee for a valuable consideration, without hotice, unles~orded in the Pate_n t Office within three months
ro the date thereof." 373 Such recording is not obligatory
and does not affec the validity of the assignment except as
against subsequent purchasers without notice. The usual rules
as to what constitutes actual notice are applicable in respect to
these assignments.
Althqugh the patent . monopoly itself is created by Federal
law, its sale, and other contracts concerning it, are subject to
·regulation by State law in the same way that other personal
property is. A number of states have exercised this power in
requiring such sales to be recorded, or in declaring promissory
notes given for the purchase price to be void, unless they show
on their face that they are so given. It behooves the purchaser, as well as the seller, of a patent right, therefore, to
examine the statutes of the particular state upon the matter. 373 a
N 0 SPECIAL FORM OF ASSIGNMENT is set out or suggested by
the statute, nor is any particular form requisite. Anything
that would be sufficient at the Common Law to indicate a clear
intention to trans£ er the patent right, properly executed, would
a1 2 Assignee may sue his ass ignor, if the latter infringes, just as he
could any one else. Littlefield v. Perry, 21 Wall. (88 U. S.) 205. In short,
he is the "owner" of the patent, in place of the original patentee.
3 7 3 R. S. § 4898.
Compare, National Cash Reg. Co. v. New Columbus
Co., 129 Fed. I 14.
.
373a A . Kansas statute, (Gen. Stat. of 1901, 4356 ff.) requiring the seller
to file affidavits of ownership, etc, wa held valid, in Allen v. Riley, 203
U. S. 347; John Woods & Sons v. Carl, 203 U. S. 358. A somewhat imilar
statute had been held not valid in Hollida v. Hunt, 70 Ill. 109. Parish v.
Smith, (Ark.) 204 S. W. 415.
This should not be confused with the power of the state, which also
exists, to regulate the sale of ai:ticle · embodying a patented invention.
1
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undoubtedly be sufficient. 374 A seal upon the assignment is

not necessary to its validity. 375

An acknowledgment before a notary or o-ther official is un-

necessary to the effectiveness of the instrument. It is how-

ever provided in the statute that 376 "If any such assignment,

grant, or conveyance of any patent shall be acknowledged be-

fore any notary public of the several States or Territories or

the District of Columbia, or any commissioner of the United

States circuit court, or before any secretary of legation or

consular officer authorized to administer oaths or perform no-

tarial acts under section seventeen hundred and fifty of the

Revised Statutes, the certificates of such acknowledgment, un-

der the hand and official seal of such notary or other officer,

shall be prima facie evidence of the execution of such assign-

ment, grant, or conveyance." 377 It would seem a wise policy

therefore to have it acknowledged and recorded, both because

of the evidentiary effect of the acknowledgment and because of

the protection which the record gives against a fraudulent
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second sale by the assignor.

EFFECT OF THE TRANSFER. The sale and transfer of a patent

monopoly has the same effect, and creates only the same rights

and liabilities as does the sale of any personal property. The

seller, for instance, gives up all property interest in the^ mo-

nopoly. He has no lien upon the patent right for payment,

and if the buyer resells, the sub-buyer is not liable to the

original seller if the first buyer fails to pay. The recent Eng-

lish case of Barker v. Stickney, 377 " although it arose out of the

374 Campbell v. James, 18 Blatch. 92; Siebert Cylinder Oil-Cup Co., v.

Beggs, 32 Fed. 790; Delaware Seamless Tube Co. v. Shelby Steel Tube

Co., 160 Fed. 928; Myers v. Turner, 17 111. 179; Hill v. Thuermer, 13 Ind.

351. Forms of assignment whose use is recommended are given in the

Rules of Practice of the Patent Office.

375 Gottfried v. Miller, 104 U. S. 521.

376 R. S. 4898.

377 It is not necessary that the acknowledgment be made at the same

time the assignment is executed. It will be effective as prima facie proof

of the execution whenever made. Lanyon Zinc Co. v. Brown, 115 Fed.

150; Murray Co. v. Continental Gin Co., 149 Fed. 989.

3773 (1918)2 K. B. Div. 356, citing many other English decisions.

undoubtedly be sufficient. 374 A seal upon the assignment is
not necessary to it validity. 375
An acknowledgment before a notary or other official is unnecessary to the effectiveness of the instrument. It is however provided in the statute that3 76 "If any such assignment,
grant, or conveyance of any patent shall be acknowledged before any notary public of the several States or Territories or
the District of Columbia, or any commissioner of the United
States circuit court, or before any secretary of legation or
_consular officer authorize.cl to administer oaths or perform notarial acts under section ·seventeen hundred and fifty of the
Revised Statutes, the certificates of such acknowledgment, under the hand and official seal of such notary or other officer~
shall be prima facie evidence of the execution of such assignment, grant, or conveyance. " 371 It would seem a wise policy
therefore to have it acknowledged and recor eel, both because
of the evidentiary effect of the acknowledgment and because of
the protection which the record gives against a fraudulent
second sal~ by the assignor.
EFFECT OF THE ~RANSFER. The sale and trans er of a patent
monopoly has the same effec and creates only the same ri hts
and liabilities as does the sale of any per~onal property. The
seller, for instance, gives up all property interest ' in the monopoly. He has no lien upon the patent right for payment,
and if the buyer resells, the sub-buyer is not liable to the
original seller iJ the first buyer fails to pay. The recent English case of Barker v. Stickney, 377 a although it arose out of the
Campbell v. James, 18 Blatch. 92; Siebert Cylinder Oil-Cup Co., v.
Beggs, 32 Fed. 790; Delaware Seamless Tube Co. v. Shelby Steel Tube ..
Co., 16o Fed. 928; Myers v. Turner, 17 Ill. 179; Hill v. Thuermer, 13 Ind.
351. Forms of assignment whose use is recommended are given in the
Rules of Practice of the Patent Office.
375 Gottfried v. Miller, 104 U. S. 521.
376 R. s. § 4898.
377 It is not necessary that the acknowledgment be made at the same
time the assignment is executed. It will be effective as prima facie proof
of the execution whenever made. Lanyon Zinc Co. v. Brown, IIS Fed.
150; Murray Co. v. Continental Gin Co., 149 Fed. g89.
377a ( 1918) 2 K. B.. Div. 356, citing many other English decisions.
374
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transfer of a copyright, is a precise analogy on this point.

22
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The plaintiff was author of a book. He had granted to a pub-

lisher the exclusive right "to publish the book, and the owner-

ship of the copyright when procured. The publisher agreed,

in consideration, to pay a certain royalty and not to dispose of

the copyright to others except, "subject to the terms of this

agreement, so far as the same is applicable." This publishing

company fell into financial difficulties, and a receiver was ap-

pointed, who sold the coypright, and other assets, to the de-

fendant. The defendant knew of the terms on which the

copyright had been sold by plaintiff to the publishing com-

pany, and, indeed, bought the assets from the receiver, "sub-

ject to all equities or other claims thereon." Plaintiff sued to

recover the. agreed royalties upon volumes published by the

defendant, and also for the amount of royalties which had not

been paid on volumes published by the first company. The

court held, that the defendant was not liable either for unpaid

royalties on volumes published by the first company nor on
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those published by itself; that such liability could be founded

only on contract between the defendant and plaintiff, or on the

theory of some sort of lien attaching to the property, i.e. the

copyright; and that neither a contract nor a lien existed. 3T7b

It is not impossible, that by express provisions in the con-

tract of sale a right in favor of the seller could be attached to

the patent, so as to bind subsequent purchasers with knowl-

edge thereof. The court, in the decision just referred to,

strongly intimates that it could be done, and, indeed, says as a

matter of dictum, that "the assignment will create a vendor's

lien for royalties if some of the provisions of the document

fairly, though impliedly, point to a reservation of such a lien

by the patentee or author, provided that the effect of such pro-

visions is not negatived by the other terms of the bargain." 3770

377b In Dancel v. United Shoe Mach. Co., 120 Fed. 839, it was held with-

out discussion that the successor in ownership of the assignee of a patent

right was not liable to the seller, in law, but that he might be liable, under

certain conditions, in equity.

3770 In Bagot Pneumatic Co. v. Clipper Co. (1902), i Ch. Div. 146, 157,

is a dictum to the effect that, "If you had notice of a contract between

tran fer of a copyriaht, i a preci e analogy on this point.
The plaintiff wa author of a book. He had aranted to a publisher the exc u he riaht to publish the book, and the ownership- of the copyriaht when proc;ured. The ubli her agreed,
in consideration, to 12aY. a certain royalty and not to dispose of
the copyright to others · except, "subject to the terms of this
agreement, o far as the same 1s applicable." Thi publishing
company fell into financial difficulties, and a receiver was ap-·
pointed, "ho sold the coypright, and other assets, to the defendant. The def enda.n t knew of the terms on i hich the
cop'y right had been sold by plaintiff to the publi hing company, and, indeed, bought . the assets from the receiver "subject to all equitie or other claims thereon.
Plaintiff sued to
r~cover the. agreed royalties upon volumes publi hed by the
defendant, and also for the amount of royalties which had not
been paid on volumes published by the first company. The
court held, that the defendant was not liable either for unpaid
royalties on volume published by the fir t company nor on
those published by it elf; that such liability could be founded
•
only on contract between the defendant and plaintiff or on the
theory of some sort of lien attaching to the property, i.e. the
copyright; and that neither a contract nor a lien exi ted. 377 b
It is not impossible, that by express provisions in the con- tract of sale a right in favor of the seller could be attached to
the patent, so as to bind subsequent purchasers with knowledge thereof. The court, in the decision just referred to,
strongly intimate that it qmld be done, and, indeed, says as a
matter of dictum, that "the assignment will create a vendor's
lien for royalties if some of the provisions of the document
fairly, though impliedly, point to a reservation of such a lien
by the patentee or author, provided that the effect of uch provi ions is not negatived by the other term of the baraain." 377 c
a11b In Dancel v. United Shoe Mach. Co., 120 Fed. 839, it wa held without discu ion that the uccessor in ownership of the a ignee of a patent
right was not liable to the eller, in law but that he might be liable, under
certain condition , in equity.
377c In Bagot Pneumatic Co. v. Clipper Co. (1902), l Ch. Div. · 146, 157,
is a dictum to the effect that, "If you had notice of a contract between
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The question of how far legal or equitable servitudes can be

imposed upon personal property seems never to have been

very positively settled, however. Instances are not infrequent

of patentees having sold their patents, without payment in

cash, to corporations which have later become bankrupt and

whose assets, including the patent, have been sold to pay debts.

By virtue of the rule just stated, the inventor, having trans-

ferred the title to his patent to the corporation, would have no

right whatever against the purchasers from the corporation or

from the trustee in bankruptcy. There is no doubt but that

such transactions have occasionally been brought about with

deliberate intent to "freeze out'' the original owner of the

patent. It is possible that the terms of the original sale might

be so made as to provide for a revesting of title in the seller in

case of the buyer's subsequent bankruptcy, etc. The safest

method, however, for a patentee to protect himself against such

a contingency would be to sell not to the corporation itself, but

to a trustee to hold for the corporation on stated terms.

Generated for facpubupdates (University of Michigan) on 2014-06-13 19:35 GMT / http://hdl.handle.net/2027/uc2.ark:/13960/t3cz3366n
Public Domain in the United States / http://www.hathitrust.org/access_use#pd-us

The seller having transferred the ownership of the right to

the buyer, can not take it back again merely because the buyer

fails to pay as agreed, or has become insolvent, nor because the

buyer has failed to do other things agreed upon. 3778 But the

actual fraud of the buyer, in the inducement of the contract,

will, of course, permit the seller to rescind the contract, as

against the buyer, and take back the title. And the parties may

effectually provide by express stipulation that the title shall

revert to the seller on the buyer's failure to perform certain

conditions, or on the occurrence of certain extraneous

events. 37711

the person under whom you claim property, real or personal, and a former

owner of the property, whereby a charge or incumbrance was imposed

upon the property of which you thus take possession, and have the en-

joyment, you take the property subject to that charge or incumbrance, and

can only hold it subject thereto." The real decision, however, was: that

the sub-licensee of the right to enjoy a patent was not liable in any way

to the owner of the patent.

377g Morgan v. National Pump Co., 74 Mo. App. 155; Barclay v. C. R.

Parmele Co., 70 N. J. Eq. 218; Comer v. Byers, 40 Tex. Civ. App. 239.

377" Pierpoint Boiler Co. v. Penn etc. Co., 75 Fed. 289; Janney v. Pan-

coast etc. Co., 122 Fed. 535; Van Tuyl v. Young, 13-23 Ohio C. C. 15.

The question of how far legal or equitable servitudes can be
imposed upon personal property seems never to have been
very positively settled, however. Instances are not infrequent
of patentees having sold their patents, without payment in
cash, to corporations which have later become bankrupt and
whose assets, including the patent, have been sold to pay debts.
By vir.tue of the rule just stated, the inventor, having transferred the title to his patent to the corporation, would have no
_ right whatever against the purchasers from the corporation or
from the trustee in bankruptcy. There is no doubt but that
such transactions have occasionally been brought about with
deliberate intent to "freeze out" the original owner of the
patent. It is possible that the terms of the original sale might
be so made as to provide for a revesting of title in the seller in
case of the buyer's subsequent bankruptcy, etc. The safest
method, however, for a patentee to protect himself against such
a contingency would be to sell not to the corporation itself, but
to a trustee to hold for the corporation on stated terms.
T_he seller having trans£ erred the ownership of the right to
the buyer, can not take it back again merely because the buyer
fails to pay as agreed, or has become insolvent, nor because the
buyer has failed to do other things agreed upon. 377 g But t~e
actual fraud of the buyer, in the inducement of the contract,
will, of course, permit the seller to rescind the contract, as
against the buyer nd take back the tiile. And the parties may
effectually provide by express stipulation that the- title shall
revert to the seller on the buyer's failure to perform certain
·conditions, or on the occurrence of certain extraneous
events. 377h
·
the person under whom you claim property, real or personal, and a former
owner of the property, whereby a charge or incumbrance was . imposed
upon the property of which you thu take -pos ession, and have the enjoyment, you take the property subject to that charge or incumbrance, and
can only hold it subject thereto." The real decision, however, was: that
the sub-licensee of the right to enjoy a patent was not liable in any way
to the owner of the patent.
377 g Morgan v. National Pump Cq., 74 Mo. App. 155; Barclay v. C. R ~
Parmele Co., 70 N. J . Eq. 218; Comer v. Byers, 40 Tex. Civ. App. 239.
a1 7 h Pierpoint Boiler Co. v. Penn etc. Co., 75 Fed. 289; Janney v. Pancoast etc. Co., 122 Fed. 535; Van Tuyl v. Young, 13-2:~ Ohio C. C. 15.
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Conversely, it appears that, in the absence of fraud, the

buyer can not rescind the agreement and get his money back,

Patents and inventions

or refuse to complete his payment, merely because the patent

turns out to be worthless. 377 ' But, like any other contract of

sale, it may be rescinded if it was induced by the fraud of the

seller. 377J

Although a buyer of the title to a patent right is not af-

fected by prior sales of which he has no knowledge, actual or

constructive, he does take the monopoly subject to the prior

rights of those to whom his seller has given licenses. And this

seems to be true even though the buyer had not even construc-

tive knowledge of the existence of such licenses. 3T7d But the

buyer does not necessarily assume the personal obligations of

his seller toward the licensee. 3776

Furthermore, the mere sale of the patent right, without also

an assignment of the seller's contracts under it, does not vest

in the buyer any right to the royalties due from licensees of

his seller. Thus, in Carlton v. Bird 377 ' it appeared that G. E.
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Carlton had been the owner of a certain patent and that while

owner he had given the defendant a license to use the inven-

tion, for which the defendant had agreed to pay certain, yearly

royalties. Thereafter, he sold the patent to his wife. The sale

377' Xilsson v. De Haven, 47 X. Y. App. Div. 537, affd. 168 N. Y.

656; United States v. Harvey Steel Co., 196 U. S. 310; Eclipse Bicycle Co.

v. Farrow, 199 U. S. 581.

377^ Pratt v. Hawes, 118 Wis. 603; Holmes v. Bloomingdale, 76 N. Y. S.

182; Rose v. Hurley, 39 Ind. 77; Rice v. Gilbreath, 119 Ala. 424; Swinney

v. Patterson, 25 Nev. 411. There is conflict on this point, however. Thus

in Marston v. Swett, 66 N. Y. 206, the court says, by way of dictum, "It

is the settled law of this and several other states that the invalidity of a

patent is a defense to an action for the purchase price of the same, on the

ground of a failure of consideration," citing, Dunbar v. Marden, 13 N. H.

311; Geiger v. Cook, 3 Watts & Serg. 266; Dorst v. Brockway, 11 Ohio

471 ; McClure v. Jeffrey, 8 Ind. 79 ; Mullikin v. Latchen, 7 Blatchf . 136.

3771 p or t Wayne etc. Rr. v. Haberkorn, 15 Ind. App. 479 ; Pratt v. Wil-

cox Mfg. Co., 64 Fed. 589; Whitson v. Phonograph Co., 18 App. D. C.

Conversely, it appear that in the absence of fraud the
buyer can not rescind the agreement and get his money back,
or re use to complete his payment, merely because the patent
turns out to be worthless. 3771 But, like any other contract of
sale,it may be rescinded if it was induced by the fraud of the
seller. 377 j
Although a buyer of the title to a patent right is not affected by prior sales of which he has no kno\\ ledge, actual or
constructive, he does take the monopoly subject to the prior
rights of those to whom his seller has given li_cens • And thi . .
seems to be true even though the buyer had not even constructive knowledge of the existence of such licenses. 377 d But the
buyer does not necessarily assume the personal obligatioris of
his seller toward the licensee. 377 e
Furthermore, the mere sale of the patent right, without also
an assignment of the seller's contracts under it, does not vest
in the buyer any right to the royalties due from licensees of
his seller. Thus, in Car1ton v. Bird 377 r it appeared that G. E.
Carlton had been the owner of a certain patent and that while
owner he had given the defendant a license to use the invention, for which the. defendant had agreed to pay certain yearly
royalties. Thereafter, he sold the patent to his wife. The sale

565: X. Y. Phonograph Co. v. Xational Phonograph Co., 144 Fed. 404;

McClurg v. Kingsland, I How. 202, 206.

377* Bradford Belting Co. v. Kisinger-Ison Co., 113 Fed. 811.

377' 94 Me. 182.

3 77 1
~ilsson v. De Haven, 47 N. Y. App. Div. 537, affd. 168 N. Y.
656; United States v. Harvey Steel Co., 196 U. S. 310; Eclipse Bicycle Co.
v. Farrow, 199 U. S. 58I.
377 J Pratt v. Hawes, n8 Wis. 6o3; Holmes v. Bloomingdale, 76 N. Y. S.
182; Rose v. Hurley, 39 Ind. 77; Rice v. Gilbreath, II9 Ala. 424; Swinney
v. Patterson, 25 Nev. 41 I. There is conflict on this point, however. Thus
in Marston v. Swett, 66 N. Y. 2o6, the court says, by way of dict'ltm, "It
is the settled law of this and several other states that the invalidity of a
patent is a defense to an action for the purchase pric"' of the same, on the
ground of a failure of consideration," citing, Dunbar v. Marden, 13 N. H.
3n; Geiger v. Cook, 3 Watt & Serg. 266 · Dorst v. Brockway I I Ohio
471; McClure v. Jeffrey, 8 Ind. 79; Mullikin v. Latchen, 7 Blatchf. 136.
37 7 d Fort Wayne etc. Rr. v. Haberkorn, rs Ind. App. 479; Pratt V. Wilcox Mfg. Co., 64 Fed. 589; Whit on v. Phonograph Co., 18 App. D. C.
565; N. Y. Phonograph Co. v. National Phonograph Co., 144 Fed. 404;
McCluro- v. King land, I How. 202, 2o6.
a77 e Bradford Belting Co. v. Ki inger-Ison Co., II3 Fed. 8II.
3 11t 94 Me. 182.
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was of "all the right, title and interest I have in the above de-

scribed invention. ..." The grantee thereafter started this

suit, as an action in debt for the royalties due since she had be-

come owner of the patent. The court dismissed the action

because "the case does not show any assignment of the con-

tract (to pay royalties) to her, except in so far as the deeds

of the patent rights, already quoted from, may have the effect

of an assignment. . . . We are, therefore, of the opinion that

a suit for the breach of a purely personal covenant, such as the

one in suit, must be brought in the name of the convenantee,

and that this action, for that reason can not be maintained."

These rules make it incumbent upon the buyer of a patent

to examine the character of the seller as well as the value of

the patent itself. If the seller has no title, this fact will show

on the records of the Patent Office, or else the buyer will not

be affected by prior sales. But if the seller has theretofore

granted licenses to use the invention, these grants may not

show on the records, but nevertheless will be effective even
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against the innocent buyer. It may happen therefore that in-

stead of getting an absolute monopoly in respect to the inven-

tion the buyer will find himself subject to the competition of

one or more licensees, from whom he is not even entitled to

collect the royalties they have contracted to pay. His only

safety lies in the honesty and financial reliability of the seller,

although he may find some advantage in having the seller

make affidavit that there are no licensees, or in taking from

him an assignment of his rights against all possible licensees.

The sale of the monopoly transfers the ownership of the

monopoly only, and does not invest the buyer with any right

to recover damage suffered by the prior owner. The buyer,

therefore, acquires no right to sue on account of infringement

which took place before his purchase. 377 "

ANT>-ftTHFP PROVISIONS may be put into the as-

signment to the same extent as in any other instrument of

sale, and will be given effect to the same extent, provided they

37Tk "Claims for damages for past trespasses do not pass by any convey-

ance of the thing trespassed upon." Superior Drill Co. v. Ney Mfg. Co.,

98 Fed. 734-

was of 'all the right title and intere t I have _in the above deThe grantee thereafter started this
scribed invention. . . .
suit, as an action in debt for the royaltie due since she had become owner of the patent. The court dismissed the action
because "the case does not show any assignment of the contract (to pay royalties) to her, except in so far as the deeds
of the patent rights, already quoted from, may have the effect
of an assignment. . . . We are therefore, of the opinion that
a suit for the breach of a purely per on~l covenant such as the
one in suit, must be brought in the name of the convenantee,
and that this action, for that rea on can not be maintained."
These rules make it incumbent upon the buyer of a patent
to examine the character of the eller as well as the value of
the patent itself. If the seller ha no title, this fact will show
on the records of ~he Patent Office or else the buyer will._ not
be affected by prior sales. But if the seller has theretofore
granted licenses to u e the invention, these grant may not
show on the records, but nevertheless will be effective even
against the innocent buyer. It may happen therefore that instead of getting an ab olute monopoly in re pect to the invention the buyer will find him elf ubject to the competition of
one or more licensees, from whom he is not even entitled to
collect the royalties they have contracted to pay. His only
safety lies in the honesty and financial reliability of the seller,
although he may find some advantage in having the seller
make affidavit that there are no licensees, or in taking from
him an assignment of his right against all possible licensees.
The sale of the monopoly trans£ ers the ownership of the
monopoly only, and does not invest the buyer with any right
to recover damage suffered by the prior owner. The buyer,
therefore acquires no right to sue on account of infringement
which took place before his purchase. 377 k
C

TH ER PROVISI=...:O::.:N
~S::o:--:o:=---:,,__,..~~::...:.:~:....:;.:;.:.:;:_

signment to the same extent as in an
sale, and will be given effect to the same extent, provi e they
a11k "Claims for damages for past trespasses do not pass by any conveyance of the thing trespassed upon." Superior Drill Co. v. Ney Mfg. Co.,
98 Fed. 734.
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do not so limit the quantity of the interest passed as to prevent

·Patents and In ention ·

the transaction from being in fact an assignment of the owner-

ship ofthe_^atent right. In such case the transfer would not be

entirely void, but the assignee could not sue in his own name,

or otherwise act as owner. 378

PARTIAL ASSIGNMENTS. It is occasionally said by courts, that

the patent right can not be divided into parts. 379 It is true

that it can not be divided subjectively, as it were, so that a

part of the invention is controlled by one person and a part

by another, and the statements, in their context, really mean,

though loosely expressed, that the invention can not be di-

vided. 380 This follows obviously from the fact that an inven-

tion is a unity a single idea, existing only as an entirety

although the concrete embodiment of it may consist of many

parts, and although it may have various applications or uses,

378 In Rude v. Westcott, 130 U. S. 152, an assignment was made by an

instrument which the court found to be amply sufficient to convey the

assignor's entire interest in and title to the patent. It contained, however,
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a provision that the net profits were to be shared with the assignor. It

was contended that this so deprived the instrument of effect as an assign-

ment that the complainants the assignees had not title under which to

sue. The court denied this proposition, saying, "The concluding provision,

that the net profits arising from sales, royalties, or settlements, or other

source, are to be divided between the parties to the assignment so as to

give the patentee one fourth thereof, does not, in any respect, modify or

uantit o the iBtere t pa ed a to prevent
the transaction f
ing in fact an a ignment of the ownerhip of the atent right. In uch ca e the tran ·fer wou1 not be
. entire y void, but the assignee could not sue in hi own name,
or otherwi e act as owner. 37
PARTIAL A IGNMENT . It i occasionally said by court , that
the patent right can not be divided into parts. 379 It i true
that it can not be divided subjectively, a it were so that a
part of the invention is controlled by one person and a part
by another, and the statement , in their cont~xt, really mean.
though loosely expres ed, that the invention can not be divided. 3 0 This follows obviou ly from the fact that an invention is a unity-a single idea existing only as an entiretyalthough the concrete embodiment of it may con ist of many
parts, and although it may have various applications or uses.

limit the absolute transfer of title. It is a provision by which the con-

sideration for the transfer is to be paid to the grantor out of the net

profits made ; it reserves to him no control over the patents or their use

or disposal, or any power to interfere with the management growing out

of their ownership." Boesch v. Graff, 133 U. S. 697; Waterman v. Mac-

kenzie, 138 U. S. 252. In this case the assignment contained a condition

of defeasance upon performance of a condition and was in reality a

mortgage.

379 Waterman v. Mackenzie, 138 U. S. 252, 255.

380 Pope Mfg. Co. v. Gormully, 144 U. S. 248; In this case the patentee

had transferred to plaintiff all his right, title and interest in and to a

patent on velocipedes so far as the patent related to the saddle part of

the velocipede. It was contended that the plaintiff had not title on which

to sue and the court upheld this contention on the ground that "the as-

signment was neither of an undivided interest in the whole patent, nor

of an exclusive right within a certain territory."

In Rude v. Westcott, 130 U. S. 152, an assignment was made by an
instrument which the court found to be amply sufficient to convey the
a ignor s entire interest in and title to the patent. It contained, however,
a provision that the net profit were to be hared with the a signor. It
was contended that thi o deprived the in trument of effect as an assignment that. the complainants-the as ignee -had not title under which to
sue. The court denied this propo ition, aying, "The con~luding provi ion,
that the net profits arising from ales, royalties, or ~ ettlement , or other
source, are to be divided between the parties to the a signment so as to
give the patentee one fourth thereof, does not, in any re pect, modify or
limit the ab olute transfer of title. lt is a provi ion by which the conideration for the transfer is to be paid to the grantor out of the net
profits made; it reserve to him no control over the patents or their use
r di po al, or any power to interfere with the management growing out
of their owner hip.' Boe ch v. Graff, 133 U. S. 697; Waterman v. Mackenzie, 138 U. S. 252. In thi ca e the a signment contained a condition
of defea ance upon performance of a condition and was in reality a
mortgage.
379 Waterman v. Mackenzie, 138 U. S. 252, 255.
3 o Pope ~Hg. Co. v. Gormully, 144 U. S. 248; In thi case the patentee
had transferred to plaintiff all hi right, title and interest in and to a
patent on velocipedes o far a the patent related to the addle part of
the velocipede. It wa contended that the plaintiff had not title on which
to ue and the court upheld thi contention on the o·round that 'the asi nment wa neither of an undivided intere t in '-he whole patent, no
of an exclu i e ri ht within a certain territory."
37
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But the ownership of the patent right may, it is well settled, be

233

divided in a geographical apportionment. The patentee, can

not^transfer the title to a part of the invention, but he may

transfeF title to a parTof "ffie right which the patent gives him.

assign the rig-ht to the whole invention, to rnake.

a particular territory. TheTrans-

feree of the right acquires by the transfer all the rights and

privileges of the transferor, in the same degree as any assignee

of the entire patent right, subject only to the restriction as to

territory in which they may be exercised. Such assignee of

the right in a particular district may sue as owner and other-

wise comport himself as one having complete title within that

territory. 381

381 Littlefield v. Perry, 21 Wall. 205 ; Gayler v. Wilder, 10 How. 477,

"By the fourteenth section, the patentee may assign his exclusive right

within and throughout a specified part of the United States, and upon

such an assignment the assignee may sue in his own name for an in-

fringement of his rights. But in order to enable Kim to sue, the assign-
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ment must undoubtedly convey to him the entire and unqualified monopoly

which the patentee held in the territory specified, excluding the patentee

himself, as well as others. And any assignment short of this is a mere

But the o er.shin of the atent ri ht may, it is well settled, be _,.
divided in a geographical a ortionment. The patentee can
not transfer the title · to a part of the invention) but he may
trans£ er 1 le to a art oI tne ri ht which the patent iv es him.
Th
e may assign the ri
ole invention to ma e,
use and ven 1t t
ughuut a particular territory. The trans£eree of the right acquires by the trans£ er all the rights and
privileges of the transferor, in the same degree as any assignee
of the entire patent right, subject only to the restriction as to
territory in which they may be exercised. Such assignee of
the right in a particular district may sue as owner and otherwise comport himself as one having complete title within that
territory. 381

license. For it was obviously not the intention of the legislature to per-

mit several monopolies to be made out of one, and divided among dif-

ferent persons within the same limits. Such a division would inevitably

lead to fraudulent impositions upon persons who desired to purchase the

use of the improvement, and would subject a party who, under a mistake

as to his rights, used the invention without authority, to be harassed by

a multiplicity of suits instead of one, and to successive recoveries of

damages by different persons holding different portions of the patent

right in the same place. Unquestionably, a contract for the purchase of

any portion of the patent right may be good as between the parties as

license, and enforced as'such in the courts of justice. But the legal right

in the monopoly remains in the patentee, and he alone can maintain an

action against a third party who commits an infringement upon it. This

is the view taken of the subject in the case of Blanchard v. Eldridge,

J. W. Wallace, 337, and we think it the true one. Applying these princi-

ples to the case before us, the action was properly brought by the plaintiff

below, and could not have been maintained by Herring. The agreement is

singularly confused and complicated. It purports to grant to Herring the

exclusive right to make and vend the Salamander safe in the cit.y, county,

and state of New York ; and Herring agrees to pay to the defendant in

error a cent a pound for every pound the safes might weigh, to be paid

Littlefield v. Perry, 21 Wall. 205; Gayler v. Wiider, IO How. 477,.
"By the fourteenth section, the patentee may assign his exclusive right
within and throughout a specified part _o f the United States, and upon
such an assignment the assignee may sue in his own name for an infringement of his rights. But in order to enable liim to sue, the assignment must undoubtedly convey to him the entire and unqualified monopoly
which the patentee held in the territory specified,-excluding the patentee
himself, as well as others. And any assignment short of this is a mere
license. For it was obviously not the intention of the legislature to permit several monopolies to be made out of one, and divided among different persons within the same limits. Such a division would inevitably
lead to fraudulent impositions upon persons who desired to purchase the
use of the improvement, and would subject a party :who, under a mistake
as to his rights, used the invention without authority, to be harassed by
a multiplicity of suits instead of one, and to successive recoveries of
damages by different persons holding different ·portions of the patent
right in the· same place. Unquestionably, a contract for the purchase of
any portion of the patent right may be good as between the parties as
license, and enforced as· such in the courts of justice. But the legal right
in the monopoly remains in the patentee, and he alone can maintain an
action against a third party who commits an infringement upon it. This
is the view taken of the subject in the case of Blanchard v. Eldridge,
J. W. Wallace, 337, and we think it the true one. Applying these principles to the case before us, the action was properly brought by the plaintiff
below, and could not have been maintained by Herring. The agreement is
singularly confused and complicated. It purports to grant to Herring the
exclusive right to make and vend the Salamander safe in the ci~, county,
and state of New York; and Herring agrees to pay to the defendant in
error a cent a pound for every pound the safes might weigh, to be paid
3s1
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So, also, the assignment may be of

an undivided interest in the patent right; in which case the

234
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assignee becomes an owner in common with tV^e assignor and

acquires the rights and liabilities of owners in common of

ppr snnalty^ generally. 3S1

There is a very grave danger inherent in joint ownership

of patents which should be well considered before one shares

a title. It lies in the fact that each owner has the right to

use and enjoy the invention to the fullest extent as owner, and,

hence, is not accountable to anyone for such use. One's only

control, therefore, over the acts of his co-owner lies in the

honesty of such owner.

An illustration of what may happen is found in Blackledge

v. Weir and Craig Mfg. Co. 38: The plaintiff, Blackledge,

had been the co-owner of a patent with one Silberhorn. They

two had licensed the defendant to use the invention on a royalty

basis. Later, however, the defendant managed to buy Silber-

horn's half interest. Thereafter it, the defendant, continued
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to use the invention but it no longer paid any royalties to the

plaintiff. Furthermore, it, as an owner of the patent, granted

licenses to other persons for which it got royalties, but for

which the plaintiff got nothing. When the value of these

royalties and this use by the defendant had amounted to

$10,000, the plaintiff sued, as co-ow r ner, to recover half of the

amount. The court rejected the suit. The defendant, it held,

was an owner of the patent right and as such he had a corn-

monthly. But at the same time it reserves to Wilder the right to set

up a manufactory or works for making these safes in the state of New

York, provided it is not within fifty miles of the city, and to sell them in

the state of New York, paying to Herring a cent a pound on each safe so

sold within the state. It is evident that this agreement is not an assign-

ment of an undivided interest in the whole patent, nor the assignment of

an exclusive right to the entire monopoly in the state or city of New

York. It is therefore to be regarded as a license only, and under the act

of Congress does not enable Herring to maintain an action for an in-

fringement of the patent right. The defendant in error continues the

legal owner of the monopoly created by the patent." Paulus v. Buck,

129 Fed. 594.

382 Waterman v. Mackenzie, 138 U. S. 252; Gayler v. Wilder, 10 How.

477, 493-

3 2a 108 Fed. 71 ; Acc'd, Paulus v. Buck Mfg. Co., 129 Fed. 594.

UN

So, also, the assignment may be of
interest in the patent right; in which case the
assi nee becomes an owner i common with the assio-nor and
acquires the nghts and liabilities of owner in common of
pe
1t
enerall y. 382
There is a very grave danger inherent in joint ownership
of patents which should be well considered before one shares
a title. It lies in the fact that each owner has the right to
use and enjoy the invention to the fullest extent as owner, and,
hence, is not accountable to anyone for such use. One's only
control, therefore, over the acts of his co-owner lies in the
honesty of such owner.
An illustration of what may happen is found in Blackledge
v. Weir and Craig Mfg. Co. 3 2 a The plaintiff, Blackledge,
had been the co-owner of a patent with one Silberhorn. They
two had licensed the defendant to use the invention on a royalty
basis. Later, however, the defendant managed to buy Silberhorn's half interest. Thereafter it, the defendant, continued
to use the invention but it no longer paid any royalties to the
plaintiff. Furthermore, it, as an own~r of the patent, granted
licenses ·to other persons for which it got royalties, but for
which the plaintiff got nothing. When the value of these
royalties and this use by the defendant had amounted to
$l o,ooo, the plaintiff sued, as co-owner, to recover half of the
amount. The court rejected the suit. The defendant, it held.
was an owner of the patent .right ·and as such he had a comEST.

monthly. But at the same time it reserves to Wilder the right to set
up a manufactory or works for making these safes in the state of New
York, provided it 1s not .within fifty miles of the city, and to sell them in
the state of New York, paying to Herring a cent a pound on each safe so
sold within the state. It is evident that this agreement is not an as ignment of an undivided interest in the whole patent, nor the assignment of .
an exclusive right to the entire monopoly in the state or city of New
York. It is therefore to be regarded a a license only, and under the act
of Congress does not enable Herring to maintain an action for an infringement 'of the patent right. The defendant in error continue the
legal owner of the monopoly created by the patent." Paulus v. Buck,
129 Fed. 594.
382 Waterman v. Mackenzie, 138 U. S. 252; Gayler v. Wilder, IO How.
477, 493.
a 211 108 Fed. 71 · cc'd, Paulu v. Bue Mfg. Co., 129 Fed. 594.
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he could not exclude the other owner from a similar enjoy-

ment. As owner, he did not have to pay anyone for his use of

the invention; the granting of licenses is part of the enjoyment

and use of a patent right and as the defendant did not have to

pay for his enjoyment, he did not have to account to the plain-

tiff for the royalties received from such licenses. The de-

defendant could not, the court said, keep the plaintiff from

likewise using the device and licensing others to do so, but he

could use it himself or sell his right of use without accounting

to anyone.

So it follows that when a patent is owned jointly, anyone

who wfeliM** <" "Sf^ il h Qg fAxr o pftPGJbilitifE. If the two owners,

expecting to divide the returns, put too high a royalty on the

license, he may, if one of them is susceptible, pay a little more

than half such royalty to that one alone and get almost as val-

uable a license. He _may even buy outright the rigftt to use it

and tojicense othersT and the deceived co-owner will be help-
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less. The only difference in the result to the buyer will be,

that if he had bought from hotfi owners he might haveac-

quired an exclusive right, whereas if he bnvs only from one Tie

carTrTot eclude the other or the other's licenses. 382b

BEFORE EXISTENCE OF THE PATENT. An assignment may

be made of a patent right which has not yet been acquired by

the assignor. This is different from an assignment so made

and recorded that the patent will issue in. the name of the

assignee. The patent will be issued to the inventor, but his

prior assignment of the rights which he is to get, will oper-

ate upon those rights just as though it had been made after

their acquisition. This was declared by the court in the case

of Gayler v. Wilder. 383 The defense was made in this case

plete right of enjoyment of it. The .only limitation was that
he could not exclude the other owner from a similar enjoyment. As owner, he did not have to pay anyone for his use of
the invention; the granting of licenses is part of the enjqyment
and use of a patent right and as the defendant did not have to
pay for his enjoyment, he did not ha.v eto account to the plaintiff for the royalties received from such licenses. The dedef endant could not, the court said, keep the plaintiff from
likewise using the device and licensing others to do so, but he
could use it himself or sell his right of. use without accounting
to -anyone.
So it follows that when a atent is
ed jointl , an one
who''
· T · . If the two OV\ ners,
expecting to divide the returns, put too high a royalty on the
license, he may, if one of them is susceptible, pay a little more
than haH such royalty t.o that one alone and get almost as valuable a license. He may even buy outright the ri ht to use it
and to _license others, an t e · ece1ve co-owner will be helpless. The on y difference in t e result to the
that if he had bo

382b Lalance & Grosjean Mfg. Co. v. National Enameling Co., 108 Fed. 77,

one co-owner may sell without consent of other; no sufficient evidence to

show an agreement to account for the proceeds. But one. co-owner's

release will not affect prior accrued damages, Lalance & Grosjean Mfg.

Co. v. Haberman Mfg. Co., 107 Fed. 487; Id., 93 Fed. 197.

The respective rights of the co-owners may be regulated by contract,

as between themselves. Harrison v. Ingersoll, 56 Mich. 36.

383 10 How. 477.

An assignment may
be made of a patent right" hich has not .Yet been acquired ~y
the assignor. This is different from an assignment so made
and recorded that the patent will issue in. the name of the
assignee. The patent will be issued to the inventor, but his
prior assignment of the rights which he is to get, will operate upon those rights just as though it had been made after
their acquisition. This was declared by the court in the case
of Gayler v. Wilder. 383 The defense was made in this case
EFORE EXISTENCE OF THE PATENT.

3s2b Lalance & Grosjean Mfg. Co. v. National Enameling Co., 108 Fed. 77,
one co-owner may sell without consent of .o ther; no sufficient evidence to
show an agre.e ment to account for the proceeds. But one. co-owner's
release will not affect prior accrued damages,, Lalance & .Grosjean Mfg.
Co. v. Haberman Mfg. Co., 107 Fed. 487; Id., 93 Fed. 197.
The respective rights of the co-owners may be regulated by contract,
as between themselves. Harrison v. Ingersoll, 56 Mich. 36.
383 10 How. 477.
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that the plaintiff had no legal right to the monopoly, and there-
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fore could not sue in his own name, because the assignment

under which he claimed had been executed before the patent

was in existence. The invention, however, had been perfected

at the time the transfer was made. The court upheld the

plaintiff's right to sue, saying, "The inventor of a new and

useful improvement certainly has no exclusive right to it, un-

til he obtains a patent. This right is created by the patent, and

no suit can be maintained by the inventor against any one for

using it before the patent is issued. But the discoverer of a

new and useful improvement is vested by law with an inchoate

right to its exclusive use, which he may perfect and make ab-

solute by proceeding in the manner which the law requires.

Fitzgerald possessed this inchoate right at the time of the

assignment. The discovery had been made, and the specifi-

cation prepared to obtain a patent. And it appears by the lan-

guage of the assignment, that it was intended to operate upon

the perfect legal title which Fitzgerald then had a lawful right
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to obtain, as well as upon the imperfect and inchoate interest

which he actually possessed. The assignment requests that

the patent may issue to the assignee. And there would seem

to be no sound reason for defeating the intention of the parties

by restraining the assignment to the latter interest, and com-

pelling them to execute another transfer, unless the act of Con-

gress makes it necessary. The court thinks it does not. The

act of 1836 declares that every patent shall be assignabte-in

law, and that the assignment must be in writing, and recorded

within the time specified. But the thing to be assigned is not

the mere parchment on which the grant is written. It is the

monopoly which the grant confers ; the right of property which

it creates. And when the party had acquired an inchoate right

to it, and the power to make that right perfect and absolute at

his pleasure, the assignment of his whole interest, whether

executed before or after the patent issued, is equally within the

provisions of the act of Congress." 384 Of course, a plaintiff

384 Ace. Littlefield v. Perry, 21 Wall. 205; Hendrie v. Sayles, 98 U. S.

546; Hammond v. Mason, 92 U. S. 724; Brush Elec. Co. v. California

that the plaintiff had no legal right to the monopoly, and there£ore could not sue in his own name, because the assignment
under which he claimed had been executed before the patent
was in existence. The invention, however, had been perfected
at the time the ttansf er was made. The court upheld the
plaintiff's right to sue, saying, ' The inventQr of a new and
useful im rovement certain y. ha no exclu i, righ to it, un·
the a tent, and
·ns a atent. This ri
til
no suit can be maintained by the inventor against any one for
using 1t before the patent i i ued. But the discoverer of a
new and useful improvement is vested by law with an inchoate
right to its exciusive use, which he may pe'rfect and make absolute by proceeding in the manner which the law requires.
Fitzgerald possessed this inchoate right at the time of the
assignment. The discovery had been made, and the specification prepared to obtain a patent. And it appears by the language of the assignment, _that it was intended to operate upon
the perfect legal title which Fitzgerald. then had a lawful right
to obtain, as well as upon the imperfect and inchoate interest
which he actually p9ssessed. The assignment requests that
the patent may issue to the assignee. And there would seem
to be no sound reason for def eating the intention of the parties
by restraining the assignment to the latter interest, and compelling them to execute another transfer, unless the act of Congress makes it necessary. The court thinks it does not. The
act of I 836 declares that every patent shall be assignabi'e-in
law, an that the assignment must be in wntmg, and recorded
within the time s ec1fied. But the thing to be assigned is not
the mere parchment on which the grant is written. It is the
monopoly which the grant confers; the right of property which
it creates. And when the party had acquired an inchoate right
to it, and the power to make that right perfect and absolute at
his pleasure, the assignment of his whole interest, whether
executed before or after the patent issued, is equally within the
provisions of the act of Congress. 38 4 Of course, a plaintiff
Acc. Littlefield v. Perry, 21 Wall. 205; Hendrie v. Sayles, g8 U. S.
546; Hammond v. Ma on, 92 U. S. 724; Bru h Elec. Co. v. California
3 4
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who is not the person named in the patent, must prove his title

237

to it; that is, must prove the assignment, before his suit can

be maiatained.

3. CONTRACTS TO TRANSFER

Even before the invention itself comes into existence a con-

tract to assign it when it shall have been made, may be validly

who is not the person named in the patent, must prove his title
to it; that is, must prove the assignment, before his suit can
be maii..tained.

entered into and will be enforced like any other contract. 385

Ther^cannot be an actual transfer of the invention before it

conies into existence, for the evident reason that there is noth-

§ 3.

CONTRACTS TO TRANSFER

ing in existence to be transferred. There is not even the right

to a patent, such as was made the subject of a transfer in

Gayler v. Wilder, supra. But a contract to transfer the right

to the patent when the invention does come into existence, or

to transfer the patent which shall have been acquired for an

invention that is to be made, is possible; just as is a contract

to do any act upon the happening of certain events. When

the events have transpired, that is to say, when the invention

has been made, the courts will enforce the contract to transfer

Generated for facpubupdates (University of Michigan) on 2014-06-13 19:35 GMT / http://hdl.handle.net/2027/uc2.ark:/13960/t3cz3366n
Public Domain in the United States / http://www.hathitrust.org/access_use#pd-us

the patent the right to a patent. 386

Elec. Light Co., 52 Fed. 945 ; Nilsson v. De Haven, 47 N. Y. App. Div.

537; affd. 168 N. Y. 656; Burton v. Burton Stock Car Co., 171 Mass. 437.

Such an assignment will not, however, affect an assignee of the issued

patent without knowledge, even though the first assignment was recorded

in the Patent Office, Nat'l Cash Reg. Co. v. New Columbus Co., 129 Fed.

114.

385 Reece v. Fenwick, 140 Fed. 287; American Brake Beam Co. v. Pungs,

141 Fed. 923 ; Littlefield v. Perry, 21 Wall, 205 ; Dalzell v. Dueber Mfg. Co.,

149 U. S. 315.

386 Regan Vapor-Engine Co. v. Pacific Gas Engine Co., 49 Fed. 68 ;

"The agreement of May 15, 1886, .is not the assignment of a patent, though

it contains language 'grant and convey' sufficient for that purpose if

there was anything to assign. It may be good as an agreement to sell

Even before the invention itself comes into existence a contract to assign it when it shall have been made, may be validly
entered into and w1ll be enforced like · any other contract. 385 ..
The can not be an actual transfer of the invention before it
or the ev1Cient reason at there is noth~~---.w..&..~-!::!_
r4ansf erred. There is not
en the right
to a patent, such as was made the subject of a trans£ er in
Gayler v. Wilder, supra. But a contract to transfer the right
to the patent when the invention does come into existence, or
to transfer the patent which shall have been acquired for an
invention that is to be made, is possible; just as is a contract
to do any act upon the happening of certain events. When
the events have transpired, that is to say, when the inve.ntion
has been made, the courts will enforce the contract to transfer
the patent the right to a patent. 3 6

and assign a future invention, but it can not operate as a sale or assign-

ment of such an invention, even when made. No one can sell that which

he hath not."

A court of equity will order an inventor to apply for a patent and to

assign it, in favor of one with whom the inventor has contracted so to

do. Adams v. Messinger, 147 Mass. 185; Runstetler v. Atkinson, Mac-

Arthur & Mackey (D. C.) p. 382.

Elec. Light Co., 52 Fed. 945; Nilsson v. De Haven, 4i N. Y. App. Div.
537; affd. 168 N. Y. 656; Burton v. Burton Stock Car Co., l7I Mass. 437.
Such an assignment will not, however, affect an assignee of the issued
patent without knowledge, even though the first assignment was recorded
in the Patent Office, N at'l Ca h Reg. Co. v. New_ Columbus Co., 129 Fed.
II4.
3 5 Reece v. Fenwick, r40 Fed. ?87; American Brake Beam Co. v. Pungs,
r4r Fed. 923; Littlefield v. Perry, 2r Wall, 205; Dalzell v. Dueber Mfg. Co.,
149 U. S. 315.
3 8 6 Regan Vapor-Engine Co. v. Pacific Gas Engine Co., 49 Fed. 68;
"The agreement of May r5, 1886, .is not the assignment of a patent, though
it contains language-'grant and convey'-sufficient for that purpose if
there was anything to a sign. It may be good as an agreement to sell
and assign a future invention, but it can not operate as a sale or assignment of such an invention, even when made. No one can sell that which
he hath not."
A court of equity will order an inventor to apply for a patent and to
assign it, in favor of one with whom the inventor has contracted so to
do. Adams v. Mes inger, r47 Mass. 185; Runstetler v. Atkinson, MacArthur & Mackey (D. C.) p. 382.
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EXPRESS AGREEMENTS. It is JJnt gltngethRT. -infrequent;
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employers to insert in the contract of employment an express

provision that any invention produced by the employee in the

course ^of_ the employment shall become the property of the

ernjrlpyer. 387 Such contracts appear to have been uniformly

enforced. In Thibodeau v. Hildreth, 388 Thibodeau had con-

tracted in writing with Hildreth to enter his employ, and to

give him his best services and also the full benefit and enjoy-

ment of any kind and all inventions and improvements which

he had made or might thereafter make relating to machines

or devices pertaining to said Hildreth's business. Suit was

brought involving the conveyance of an invention under the

terms of the contract, and the court said of it, "This contract

is neither unconscionable nor against public policy. Such an

agreement is not uncommonly made by an employee with his

387 Rudyard Kipling notes, in his descriptions of India, that the East

Indian Railway Co. at that time required all employees to sign such a

contract to the great decrease in inventive production.
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sss J24 Fed. 892, 63 L. R. A. 480. For an interpretation of this contract

see Hildreth v. Duff, 143 Fed. 139. A still broader contract was upheld

in Hulse v. Bonsack Mach. Co., 65 Fed. 864. Here Hulse had agreed as

a stated condition precedent to any contract of employment that any in-

ventions he might make in resp'ect to cigarette machines would be "for the

exclusive use of the said company whether they should be made while he

Ex PRESS AGREEMENTS. It is
or
emplo ers to insert in the contract of emplo_Y.:ment an ex ress
provision that any invention produced by the employee in the
course of the emplo ment shall become the property of the
387
em 1
Such contracts appear to have been uniformly
enforced. In Thibodeau v. Hildreth, 388 Thibodeau had contracted in writing with Hildreth to enter his employ, and to
.. give him his best services and also the full benefit and enjoyment of any kind and all inventions and improvements which
he had made or might thereafter make relating to machines
or devices pertaining to said Hildreth' s business. Suit was
brought involving the conveyance of an invention under the
terms of the contract, and the court said of it, "This contract
is neither unconscionable nor against public policy. Such an
agreement is not uncommonly made by an employee with his

was in the employment of the company, or at any time thereafter." This

contract was enforced despite the contention that, being perpetual, it was

unconscionable, unreasonable and contrary to public policy. On the lat-

ter point the court said, "Is the contract void as against public policy?

Does it injure the public? Here we have the case of an ingenious man,

without opportunity of developing his talent, "and struggling under diffi-

culties, enabled by this contract to secure employment in a large and

prosperous corporation, where he could give his inventive faculties full

play. He in this way was afforded every opportunity of discovering and

removing defects in cigarette machines. He secured this employment by

signing this contract. He could not have obtained it if it had been un-

derstood that this contract had no validity. Then, in all human probabil-

ity, the public would have lost the benefit of his discovery. In this point

of view, a contract of this character cannot be said to be against public

policy." Binney v. Annan, 107 Mass. 94; Wright v. Volalion Organ Co.,

148 Fed. 209, contract that a half interest should appertain to the em-

ployer.

387 Rudyard Kipling notes, in his descriptions of India, that the East
Indian Railway Co. at that time required all employees to sign such a
contract-to the great decrease in inventive production.
388 124 Fed. 8g2, 63 L. R. A. 48o. For an interpretation of ,this cqntract
see Hildreth v. Duff, 143 Fed. J39· A still broader contract was upheld
in Hulse v. Bonsack Mach. Co., 65 Fed. 864. Here Hulse had agreed as
a stated condition precedent to any contract of employment that any inventions he might ma~e in respect to cigarette machines would be "for the
exclusive u5e of the said company whether they should be made while he
was in the employment of the company, or at any time thereafter." This
contract was enforced despite the contention that, being perpetual, it was
unconscionable, unreasonable and contrary to public policy. On the latter point the court said, "Is the contract void as against public policy?
Does it injure the public? Here we have the case of an ingenious man,
without opportunity of developing his talent, · and struggling under difficulties, enabled by this contract to secure employment in a large and
prosperous corporation, where he could give his inventive faculties full
play. He in this way was afforded every opportunity of discovering and
removing defects in cigarette machine... He secured this employment by
signing this contract. He could not have obtained it if it had been understood that this contract had no validity. Then, in all human probability, the public would have lost the benefit of his discovery. In this point
of view, a contract of this character cannot be said to be against public
policy." Binney v. Anne.n, 107 Mass. 94; Wright v. Volalion Organ Co.,·
148 Fed. 209, contract that a half interest should appertain to the employer.
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employer, and it may be necessary for the reasonable protec-

tion of the employer's business."

Such contracts to assign inventions have nothing whatever

to do with the patentability of the invention or the validity

generally of the patent. They do not involve the patent statute,

despite the fact that the property with respect to which they

relate is created by that statute, but, like any contract create

only rights in personam. Their enforcement, therefore, lies

within the normal jurisdiction of the state courts and is not

exclusively the province of the federal courts. 389

The title to inventions not .covered by the terms of the con-

tract is not affected, of course, by the contract. In one case, for

illustration, 390 one I^icecontracted in writing to work for

the company in whatever capacity "pertaining to the manu-

facturing of shellers and powers, and disposing of the

same," the company might direct. He further agreed that all

improvements he might make should belong to the Company.

After the making of this contract, the company took up the
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manufacture of '^heck rowers,^ which had no relation to

"shellers and powers," aTKTEJice was employed at that work

for part of his time. He then invented an improvement in

"check-rowers," for an assignment of which the company

brought this suit. The bill was dismissed on the ground that

Dice had not contracted:" to assign this invention; that the

written contract had reference only to "shellers and powers"

and not to "check rowers." In another case, 391 one Thibodeau

had bound himself by written agreement to allow his employer

the use of all inventions which he might make "relating to

machines or devices pertaining to" the employer's business,

which was that of candy manufacturing. Suit was brought by

389 Binney v. Annan, 107 Mass. 94; American Circular Loom Co. v.

Wilson, 198 Mass. 182; Holt v. Silver, 169 Mass. 435; Keyes v. Eureka

Mining Co., 158 U. S. 150; Shoemaker v. South Bend Spark Arrester Co.,

22 L. R. A. 332, 135 Ind. 471 ; title in this case was derived through judg-

ment of another court. Carleton v. Bird, 94 Me. 18.?, even though state

court has to construe the patent.

390 Joliet Mfg. Co. v. Dice, 105 111. 649.

391 Hildreth v. Duff, 143 Fed. 139, affirmed 148 Fed. 676.
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employer, and it may be necessary for the reasonable protection of the employers business." .
Such contracts to assign inventions have nothing whatever
to do with the patentability of the invention or the validity
generally of the patent. They do not involve the patent statute,
despite the fact that the property with respect to which they
relate is created by that statute, but, like any contract create
only rights in P'ersonam. Their enforcement, therefore, lies /
within the normal jurisdiction of the state courts and is not
exclusively the province .of the federal courts. 389
The title to inventions not .covered by the terms of the contract is not affected, of course by the contract. In one case, for
illustration, 390 one r;>ice contracted in writing to work for
the company in whalever capacity "pertaining to the manufacturing of shellers and powers, and disposing of the
same," the company might direc~. He further agreed that all
improvements he might make should belong to the Company.
After the making of this contract, the company took up the
manufacture of '~eek row~s~ which had no relation to .
''shellers and powers," ana Dice was employed at that work
for part of his time. He then invented an improvement in
"check-rowers," for an assignment of which the company
brought this suit. The bill was dismissed on the
that
Die~ had not contract
ass10-n this invention; that the
written contract had reference only to "shellers and powers"
an no to check rowers.
n anotner case, one lit o eau
had bound himsel y written agreement to allow his employer
the use of all inventions which he might make "relating to
machines or devices pertaining to" the employer's business,
which was that of candy manufacturing. Suit was brought by
ss9 Binney v. Annan, 107 Mass. 94; Ainer1can Circular Loom Co. v.
Wilson, 198 Mass. 182; Holt v. Silver, 169 Mass. 435; Keyes v. Eureka
Mining Co., 158 U. S. 150; Shoemaker v. South Bend Spark Arrester Co.,
22 L. R. A. 332, 135 Ind. 471; title in this case was derived through judg-

ment of another court. Carleton v. Bird, 94 Me. 1S:.~, even though . state
court has to construe- the patent.
390 Joliet Mfg. Co. v. Dice, 105 Ill. 649.
39 1 Hildreth v. Duff, 143 Fed. 139, affirmed 148 Fed. 676.
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the employer to compel assignment of the patent for a machine

for pulling candy which Thibodeau had invented. This was

refused by the court, which said that by the contract Thibodeau

had been employed to work on "machines for use in the manu-

facture of candy, and especially for sizing, shaping, cutting,

wrapping, and packing, also the pulling of molasses candy."

"At the time the paper was signed," said the court, "machines

for pulling candy, such as that here in question, to take the

place of the men who pulled the candy over hooks to whiten

it, were not known in the art. No such machine was in use

in Hildreth's business nor in course of construction for him.

Under the circumstances, neither Hildreth or Thibodeau could

have contracted with immediate reference to such a machine.

At that time, however, machines performing a different kind

of pulling operation were known to and used in the trade.

The function of that machine was to pull the candy down to

the requisite size to feed the cutting and wrapping machine,

doing the work of a girl who was accustomed to pull the candy
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down to the required size. A pair of such pulling machines

were built for Hildreth in March, 1897, about two months be-

fore the Thibodeau contract was signed. Thibodeau was fa-

miliar with that class of pulling machines, but had no knowl-

edge whatever with respect to any other machine for pulling

candy. Therefore it is well within reasonable belief that he

understood the w r ords 'also for the pulling of molasses candy,'

especially in view of their associated words, to refer to that

class of then known and used pulling machines, as he testifies

he did so understand them.'' "In the recital of the paper in

controversy, which is the key to the meaning of the parties,

it is not machines generally, but 'a certain machine or ma-

chines,' which Hildreth is desirous of having 'perfected and

manufactured,' and it is on such machines that Thibodeau is

to be employed for the purpose of 'constructing, improving

and perfecting.' Now, this recital, in view of its specific ref-

erence to a certain machine or machines, cannot fairly be con-

strued to cover a machine not then known to the art and radi-

cally different from any known machine. The more general

the employer to compel as ignment of the patent for a machine
for pulling candy which Thibodeau had invented. This wa
refused by the court, which said that by the contract Thibodeau
had been employed to work on "machines for u e in the manufacture of candy, and especially for sizing, shaping, cutting,
wrapping, and packing, also the pulling of molasses candy."
"At the time the paper was signed," said the court, "machines
for pulling candy, such as that here in question, to take the
place of the men who pulled the candy over hooks to whiten
it, were not known in the art.
o such machine was in use
in Hildreth' s business nor in course ·of construction for him.
Under the circumstances, neither Hildreth or Thibodeau could
have contracted with immediate reference to such a machine.
At that time, however, machines performing a different kind
of pulling operation were known to and used in the trade.
The function of that machine was to pull the candy down to
the requisite size to feed the cutting and wrapping machine,
doing the work of a girl who was accustomed to pull the candy
down to the required size. A pair of such pulling machines
were built for Hildreth in March, 1897, about two months before the Thibodeau contract was signed. Thibodeau was familiar with that class of pulling machines, but had no knowledge whatever with respect to any other machine for pulling
candy. Therefore it is well within reasonable belief that he
understood the words 'also for the pulling of molas es candy,'
especially in view of their associated \vords, to ref er to that
class of then known and used pulling machines, as he testifie
he did so understand them.' "In the recital of the paper in
controversy, which i the key to the meaning of the parties,
it is not machines generally, but 'a certain machine or machines,' which Hildreth i desirou of havino- 'perfected and
manufactured and it is on such machines that Thibodeau is
to be employed for the purpo e of 'con tructino- improving
and perfecting.
ow this recital, in view of its specific reference to a certain machine or machine , cannot fairly be construed to cover a machine not then known to the art and radically different from any known machine. The more general

Contracts Concerning Ownership 241

Contracts Concerning Ownership

words subsequently employed in the body of the paper ought

not to be held to have a larger scope than the language of the

recital, especially as they expressly relate to machines or de-

vices 'pertaining to said Hildreth's business.' McFarland v.

Stanton Manufacturing Company, 53 N. J. Eq. 649, 650, 33

Atl. 962, 51 Am. St. Rep. 647. Looking at the whole paper,

it seems to me that Thibodeau had a right to understand that

the contract related to Hildreth's business as then conducted,

and that the machines mentioned in the body of the paper were

not other than such as had already been made the subject of

recitation."

IMPLIED AGREEMENTS. A pmmi'c^ tr> fyjw another an in-

IP qr> iti^ntinn tn he pr^iir.<*H r nepH nnt h* in repress

like any other promise, may be implied by circum-

stances. These implied promises are often, loosely, spoken of

as if they arose out of estoppel. Properly speaking they have

nothing in common therewith. Estoppel is essentially a pre-

clusion, for equitable reasons, from denying the existence of
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certain facts, whatever the reality may be. But in the case of

an implied promise there is no preclusion of the truth; there

is an assumption that the promise exists because the evidence

indicates a tacit intent that such should be the result and there

is no countervailing evidence produced. It is a judicial con-

clusion of fact, based upon all the circumstances of the case,

not a fiction of truth imposed out of equity. The implied con-

tract is the reciprocal intent which the court believes must have

actuated the parties as normal men, under the circumstances,

when they do not appear to have had any conscious intent.

An intent that the employer shall have a,n intgre.^ JJL jjljjg.:,,

vention of the employee will not be assumed by the courts from

the mere relation of employer and employee. Every employ-

ment is the result of a contract, of one sort or another, where-

by the employee, in consideration of certain recompense,

agrees to do certain things. The courts_\vill not read into

such contracts an agreement by theTempioyee to make inven-

tions for the benefit of the employer, unless unusual circum-

stances indicating it are present. It is impossible to formu-

words subsequently employed in the body of the paper ought
not to be held to have a larger scope than the language of the
recital, especially as they expressly relate to machines or devices 'pertaining to said Hildreth's bus~ness.' McFarland v.
Stanton Manu·f acturing Company, 53 N. J. Eq. 649, 650, 33
Atl. 962, 51 A1-n. St. Rep. 647. Looking at the whole paper,
it seems to me that Thibodeau had a right to understand that
the contract related to Hildreth's business as then conducted,
and that the machines mentioned in the body of the paper were
not other than such as had already been made the subject of
recitation."
IMPLIED AGREEMENTS. A 1)rgmii.@ to give a!lQ.tb.e.t a.n internst in an in:vention to be procluced.Jteed not he in exp.r_ess
w_ords. It, like any other promise, may be implied by circumstances. These implied promises are often, loosely, spoken of
as if they arose out of estoppel. Properly speaking they have
nothing in common therewith. Estoppel is essentially a preclusion, for equitable reasons, from denying the existence of
certain facts, whatever the reality may be. But in the case of
an implied promise there is no preclusion of the truth; there
is an assumption that the promise exists because the evidence
indicates a tacit intent that such should be the result and there
is no countervailing evidence produced. It is a judicial conclusion of fact, based upon all the circumstances of the case,
not a fiction of truth imposed out of equity. The implied contract is the reciprocal intent which the court believes must have
actuated the parties as normal men, under the circumstances,
when they do not appear to have had any conscious intent.
An intent that the employer shall have an intg~st ju an invention of the"etllplo~e will not be assumed b the courts from
the mere relation of employer and employee. Every employment is the result of a contract, of one sort or another, whereby the employee, in consideration of certain recompense,
agrees to do certain things. The courts will not read into
such contracts an agree~t by theemployee to .make inventions for the benefit of the employer, unless unusual circumstances indicating it are present. It is impossible to formu-

/
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late any rule of law as to when the circumstances are such as

do indicate an intent that the employer shall have an interest

in the employee's inventions, and when they do not so indicate.

As a broad rule it may be said, that the courts will never

assume a tacit agreement that inventions outside the actual

$cope of the employee s normal occupation shall be for the

benefit of the employer. Neither will an agreement that the

employer shall have the benefit of the employee's inventions be

assumed when the employment is one of merely mechanical

or routine labor. A ditch-digger, inventing a shovel, or a

bookkeeper, inventing an account-book, would not be bound to

allow his employer any interest whatsoever therein.

It may further be said that an agreement to vest the owner-

ship of an invention in the employer will practically never be

deduced from mere tacit circumstances. The most that will

be assumed without express words, is an intent that the em-

ployer shall have a right to use the invention, with or without

f urthe^-payment. 392
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392 American Circular Loom Co. v. Wilson, 198 Mass. 182. "The plain-

tiff has not established its right to require an assignment of the tubing

machine patent, the letters patent numbered 543,587, and dated July 30,

1895, upon a machine for making tubing. This was the invention of the

defendant himself, made while he was employed by the plaintiff as the

superintendent of its manufacturing department. The machine was de-

signed to turn out the same product, a flexible covering and protection for

electric wires, which the plaintiff was already producing under the Her-

rick patent, so called, for the use of which the plaintiff held an exclusive

license; and it was a material improvement upon the previous mode of

late any rule o{ law as to when the circumstances are such as ·
do indicate an intent that the employer shall have an interest
in the employee's inventions, and when they do not so indicate.
As a broad rule it may be said that the courts will never
assume a tacit agreement that inventions ou.tside the actual
~cope of the employee's normal occupation shall be for the
benefit o_f the employer. Neither will an agreement that the
employer shall have the benefit of the employee's inventions be
assumed when the employment is one of merely mechanical
or routine labor. A ditch-digger, inventing a shovel, or a
bookkeeper, inventing an account-book, would not be bound to
allow his employer any interest whatsoever therein.
It may further be said that an agreement to vest the ownership of an invention in the employer will practically never be
deduced from mere tacit circumstances. The most that will
be assumed without express words, is an intent that the emplo
an have right to u e he invention, with or without
f urthef
ment. 392

obtaining that product. One of the defendant's duties under his employ-

ment was to look after the plaintiff's machinery and to make improvements

therein. The expenses of procuring the patent were paid by the plaintiff.

Many machines embodying the invention and built under the patent have

been constructed under the direction and supervision of the defendant at

the expense of the plaintiff, and have been used by it in its business with

his knowledge and consent ; and the success of its business has largely

depended upon its use of these machines. But these circumstances and

the other facts which have been found do not show that the plaintiff is

entitled to the property right in the invention itself and in the letters

patent which secure that right. The invention and the patent thereon be-

long to the inventor, to whom the patent has been issued, unless he has.

392 American Circular Loom Co. v. Wilson, 198 Ma s. 182.
"The plaintiff has not established its right to require an assignment of the tubing
machine patent, the letters patent numbered 543,587, and dated July 30,
1895, upon a machine for making t_ubing. This was the invention of the
defendant himself, made while he was employed by the plain.tiff as the
superintendent of its manufacturing department. The machine was designed to turn out the same product, a flexible covering and protection for
electric wires, which the plaintiff was already producing under the Herrick patent, so called, for the use of which the plaintiff held an exclusive
license; and it was a material improvement upon the previous mode of
obtaining that product. One of the defendant's duties under his employment was to look after the plaintiff's machinery and to make improvements
therein. The expenses of procuring the patent were paid by the plaintiff~
Many machines embodying the invention and built under the patent have
been constructed under the direction and supervi ion of the defendant at
the expense of the plaintiff, and have been used by it in its busine s with
his knowledge and consent; and the success of its business has largely
depended upon its use of these machines. But these circumstances and
the other facts which have been found do not show that the plaintiff i
entitled to the property right in the invention itself and in the letters
patent which ecure that right. The invention and the patent thereon belong to the inventor, to whom the patent has been i, sued, unless he ha .
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When one has been employed for the express purpose of de-

vising means for accomplishing a certain end, the courts gen-

erally assume a tacit agreement that the employer shall have

at least a license to use without further pay any inventions

that may be produced for that purpose. A very clear indica-

tion of such intent is illustrated by the circumstances of Solo-

mons v. United States. 393 The government was seeking a

practicable stamp for use in internal revenue collections. A

committee of Congress was appointed to consider the matter.

One Clark was, at the time, head of the Bureau of Engraving

and Printing. He was directed by the committee, apparently

as part of his employment in the Bureau, to devise a stamp,

with the understanding that the best one he should devise

would be put into use. Nothing whatever was said by either

party in regard to the government's right to use the stamp.

Clark did devise a stamp which was adopted by the govern-

ment. It was subsequently patented by Clark, who brought an

action to recover for its use by the government. The Supreme
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made either an assignment of his right or a valid and enforceable agree-

ment for such an assignment, even though it was his duty to use his

skill and inventive ability to further the interests of his employer by de-

vising improvements generally in the appliances and machinery used in

the employer's business." Hildreth v. Duff, 143 Fed. 139 ; Hapgood v.

Hewitt, 119 U. S. 226; Dalzell v. Dueber Mfg. Co., 149 U. S. 315; Joliet

Mfg. Co. v. Dice, 105 111. 649; Burr v. DeLaVergne, 102 N. Y. 417, "The

proposition asserted in behalf of the defendant, that one partner acquires

no right or interest, legal or equitable, in an invention made by his co-

partner during the existence of the partnership by reason merely of the

When one has been employed for the express purpose of devising means for accomplishing a certain end, the courts generally assume a tacit agreement that the employer shall have
at least a license to use without further pay any inventions
that may be produced for that purpose. A very clear indication of such intent is illustrated by the circumstances of Solomons v. United States. 393 The government was seeking a
practicable stamp for use in internal revenue collections. A
committee -of Congress was appointed to consider the matter.
One Clark was, at the time, head of the Bureau of Engraving
and Printing. He was directed by the committee, apparently
as part of his employment in the Bureau, to devise a stamp,
with the understanding that the best one he should devise
would be put into use. Nothing whatever was said by either
party in regard to the government's right to use the stamp.
Clark did devise a stamp which was adopted by the government. It was subsequently patented by Clark, who brought an
action to recover for its use by the government. The Supreme

copartnership relation, although the invention relates to an improvement

in machinery to facilitate the business carried on by the firm, and al-

though the partner making the invention, uses copartnership articles to

devote his whole time and attention to the firm business, is a doctrine

supported by authority and consonant with reason. Slemmer's Appeal,

58 Penn. St., 155, 164; Belcher v. Whittemore, 134 Mass. 330." Pressed

Steel Car Co. v. Hansen, 137 Fed. 403; Barber v. National Carbon Co.,

129 Fed. 370; But compare Solomon v. U. S. 137 U. S. 342; Pressed

Steel Car Co. v. Hansen, 128 Fed. 444, assumption not warranted by mere

fact that the employee has theretofore assigned other inventions to his

employer.

393 137 U. S. 342.

made either an assignment of his right or a valid and enforceable agreement for such an assignment, even though it was his duty to use his
skill and inventive ability to further the interests of his employer by devising improvements generally in the appliances an<l machinery used in
the employer's business." Hildreth v. Duff, 143 Fed. 139; Hapgood v.
Hewitt, II9 U. S. 226; Dalzell v. Dueber Mfg. Co., 149 U. S. 315; Joliet
Mfg. Co. v. Dice, 105 Ill. 649; Burr v. DeLaVergne, 102 N. Y. 417, "The
proposition asserted in behalf of the defendant, that one partner acquires
no right or interest, legal or equitable, in an invention made by his copartner during the existence of the partnership by reason merely of the
copartnership relation, alth01.~gh the inyention relates to an improvement
in machinery to facilitate the business carried on by the firm, and al.though the partner making the invention, uses copartnership articles to
devote his whole time and attention to the firm business, is a doctrine
supported by authority and consonant with reason. Slemmer's Appeal,
· 58 Penn. St., 155, 164; Belcher v. Whittemore, 134 Mass. 330." Pressed
Steel Car Co. v. Hansen, 137 Fed. 403; Barber v. National Carbon Co.,
129 Fed. 370; But compare Solomon v. U. S. 137 U. S. 342; Pressed
Steel Car Co. v. Hansen, 128 Fed. 444, assumption not warranted by mere
fact that the employee has theretofore assigned other inventions to his
employer. ·
393 137 u. s. 342.
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Court denied his right to recover saying, "An employee, per-
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forming all the duties assigned to him in his department of

service, may exercise his inventive faculties in any direction

he chooses, with the assurance that whatever invention he may

thus conceive and perfect in his individual property. There

is no difference between the government and any other em-

ployer in this respect. But this general rule is subject to these

limitations. If one is employed to devise or perfect an instru-

ment, or a means for accomplishing a prescribed result, he can-

not, after successfully accomplishing the work for which he

was employed, plead title thereto as against his employer.

That which he has been employed and paid to accomplish be-

comes, when accomplished, the property of his employer.

Whatever rights as an individual he may have had in and to

his inventive powers, and that which they are able to accomp-

lish, he has sold in advance to his employer. So, also, when

one is in the employ of another in a certain line of work, and

devises an improved method or instrument for doing that
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work, and uses the property of his employer and the services

of other employes to develop and put in practicable form his

invention, and explicitly assents to the use by his employer of

such invention, a jury, or a court trying the facts, is war-

ranted in finding that he has so far recognized the obligations

of service flowing from his employment and the benefits re-

sulting from his use of the property, and the assistance of the

coemployees, of his employer, as to have given to such em-

ployer an irrevocable license to use such invention." These

statements of the court are undoubtedly too broad and in their

breadth are in conflict with the actual decisions in other cases,

but the finding of implied intent as to the right of the gov-

ernment to use is quite in accord with other decisions, 394

If the evidence shows that in addition to being employed to

improve known methods of accomplishing a given purpose the

employee has used his employer's materials and machinery in

the development of his invention and has actually permitted

the employer to use it without further agreement, the con-

394 Cf. cases cited supra.

v

Court denied his right to recover saying "An employee, performing all the duties assigned to him in his department of
service, may exercise his inventive faculties in any direction
he chooses with the assurance that "'hatever invention he may
thus conceive and perfect in his individual property. There
· is no difference between the government and any other employer in this respect. But this general rule is subject to these
limitations. If one is employed to devise or perfect an instrument, or a means for accomplishing a prescribed result, he cannot, after successfully accomplishing the work for which he
was employed plead title . thereto as again t his employer.
That which he has been em loyed and paid to accomplish behi employer.
comes, when ccompli hed the I p ·i
Whatever rights as an individual he may have had in and to
his inventive powers, and that which they are able to accomplish, he has sold in advance to his employer. So, also, when
one is in the employ of another in a certain line of work, and
devises an improved method or instrument for doing that
work, and uses the property of his employer and the services
of other emplo~es to develop and put in practicable form his
invention, and explicitly assents to the use by his employer of
such invention, . a jury, o.r a court trying the facts, is warranted in finding that he has so far recognized the obligations
of service :flowing from his employment and the benefits resulting from his u e of the property, and the as istance of the
coemployees of his employer, as to have given to such employer an irrevocable license to use such invention.
These
statements of the court are undoubtedly too broad and· in their
breadth are in conflict with the actual decisions in other ca es,
but the findino- of implied intent a to the right f the government to u e i quite in accord with other deci ions, 394
If the evidence how that in addition to being employed to
improve known methods of accompli hina a o-iven purpo e the
employee ha used hi employer materials and machinery in
the development of his invention and has actually permitted
the employer to u e it without further agreement the con394

Cf. ca es cited supra.
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elusion that his employment gave his employer a right to use

the invention is particularly clear.

The cases involving the matter are not numerous enough

for any real classification of facts to be made and a rule of

judicial custom founded thereon. The best that can be done

by an attorney is to examine particular cases, seek the closest

analogy, and hope that the force of the analogy will influence

.the court to a similar conclusion. 395

ESTOPPEL. The decision in a number of cases appears to

have been based on a real estoppel. The expressions of the

court rather indefinitely combine tacit contract and estoppel,

but the moving factor of these latter decisions seems to be that

the employee has allowed the employer to change his position,

upon a supposition of a right in the invention, to such an ex-

tent that it would be inequitable to allow the employee to deny

395 An often cited case is that of McClurg v. Kingsland, i How. 202.

Here the inventor was employed at a weekly wage, apparently as a mere

mechanician. After his invention he allowed his employers to use it, and
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his wages were increased in consequence. Eventually he left their employ,

and subsequently brought suit on account of their continued use of the

invention. The trial court charged the jury that these facts would fully

justify the presumption of a license, and that they amounted to a con-

sent and allowance of such use and gave the defendants a right to the

clusion that- his employment gave his employer a right to use
the invention is particularly clear.
The cases involving the matter are not numerous enough
for any real classification of facts to be made and a rule of
judicial custom founded thereon. The best that can be done
by an attorney is to examine particular cases, seek the closest
analogy, and hope that the force of the analogy will influence
. the court to a similar conclusion. 395
EsTOPPEL.
The decision in a number of cases appears to
have been based on a real estoppel. The expressions of the
court rather indefinitely combine tacit contract and estoppel,
but the moving factor of these latter decisions seems to be that
the employee has allowed the employer to change his position,
upon a supposition of a right in the invention, to such an extent that it would be inequitable to allow the employee to deny

continued use of the invention. This charge was sustained by the Su-

preme Court, and approved by it again in Solomon v. U. S. 137 U. S. 342.

In Lane & Bodley Co. v. Locke, 150 U. S. 193, the inventor had been

employed as a designing engineer and draughtsman to assist in the de-

velopment and construction of elevators and other machinery. He used

his employers' tools and machinery in perfecting his invention of a check

valve for elevators and subsequently allowed them to use the invention

without a claim for compensation. These facts were held to demonstrate

a license to the employers to continue the use of the invention even after

a termination of the contract of employment.

See also, Continental Windmill Co. v. Empire Windmill Co., 8 Blatch.

295, Fed. Cas. No. 3142; Magoun v. New England Glass Co., 3 Bann &

Ard, 114, Fed. Cas. No. 8960; Davis v. U. S. 23 Ct. Cl. 329; Barry v.

Crane Bros. Mfg. Co., 22 Fed. 396; Bensley v. Northwestern Horse-Nail

Co., 26 Fed. 250; Withington-Cooley Mfg. Co. v. Kinney, 68 Fed. 500;

Herman v. Herman, 29 Fed. 92; Jencks v. Langdon Mills, 27 Fed. 622;

Fuller & J. Mfg. Co. v. Bartlett, 68 Wis. 73, 60 Am. Rep. 838; Keyes r.

Eureka Mining Co., 159 U. S. 150.

An often cited case is that of McClurg v. Kingsland, 1 How. 202.
Here the inventor was employed at a weekly wage, 2.pparently as a mere
mechanician. After his invention he allow.ed his employers to use it, and
his wages were increased in consequence. Eventually he left their employ,
and subsequently brought suit on account of their continued use of the
invention. The trial court charged the jury that these facts would fully
justify the p~esumption of a license, and that they amounted to a consent and allowance of such use and gave the defendants a right to the
continued itse of the invention. This charge was sustained by the Supreme Court, and approved by it again in Solomon v. U. S. 137 U. S. 342.
In Lane & Bodley Co. v. Locke, 150 U. S. 193, the inventor had been
employed as a designing engineer and draughtsman to assist in the development and construction of elevators and other machinery. He used
his employers' tools and machinery in perfecting_his invention of a check
valve for elevators and subsequently allowed · them to use the invention
without a claim for compensation. These facts were held to demonstrate
a license to the employers to continue the use of the invention even after
a termination of the contract' of employment.
See also, Continental Windmill Co. v. Empire Windmill Co., 8 Blatch.
295, Fed. Cas. No. 3142; Magoun v. New England Glass Co., 3 Bann &
Ard, 1 q, Fed. Cas. No. 3960; Davis v. U. S. 23 Ct. Cl. 329; Barry v.
Crane Bros. Mfg. Co., 22 Fed. 396; Bensley v. Northwestern Horse-Nail
Co., 26 Fed. 250; Withington-Co~ley Mfg. Co. v. Kjnney, 68 Fed. 500;
Herman v. Herman, 29 Fed. 92; Jencks v. Langdon Mill , 27 Fed. 622;
Fuller & ]. Mfg. Co. v. Bartlett, 68 Wis. 73, 6o Am. Rep. 838; Keyes Y.
Eureka Mining Co., 159 U. S. 150.
395

Patents and Inventions

246 Patents and Inventions

the reality of that right. It is quite impossible, however, to

draw any line between those which turn upon pure estoppel

the reality of that right. It is quite impossible, however, to
draw any line between those which turn upon pure estoppel
and those which base their decision upon a conclusion of an
implied license to a limited use . . An illustration is the case of
Barber v. National Carbon Co. 306 Barber had been in the. employ of the defendants as a mechanical engineer, for the purpose of impro ing their processes of manufacture. \i\Thile so
employed he invented a valuable device which, with the defendant's knowledge, he patented. Six machines embodying
this device were constructed under his direction for the company and used by them witpout any mention of royalty. The
use of the machines by the company had involved the construction of special buildings and necessitated other expensive
arrangements. On suit for infringement brought by Barber,
the court held that there was no indication that he had agreed
to assign title" to his invention to the defendants, as was suggested, but that the defendants were, nevertheless, justified in
the continued use of the machines already constructed. At the
beginning of one paragraph the court says, "We think that the
presumption is that he ( Barber ) intended to .grant to the
Carbon Company the right to use his process in connection
with the machines, for which space in the several factories had
been specifically arranged with his knowledge and under his
direction. " This would indicate a finding of constructive intent, but at the close of the same paragraph the court says,
"By his conduct, Barber has estopped himself from asserting
that the use of his invention to this extent is an infringement
of his right as a patentee." Either doctrine leads to the same
result.
Tlie case of Gill v. U. S. 39 7 was a clear cas~ of estoppel and
was expressed a such. The plaintiff had persuaded the government to defray the cost . of embodying and perfecting mechanically an invention which he had made while in government employ, and had allowed the government to use the completed invention without any mention of recompen e. His suit

and those which base their decision upon a conclusion of an

implied license to a limited use. An illustration is the case of

Barber v. National Carbon Co. 396 Barber had been in the em-

ploy of the defendants as a mechanical engineer, for the pur-

pose of improving their processes of manufacture. While so

employed he invented a valuable device which, with the de-

fendant's knowledge, he patented. Six machines embodying

this device were constructed under his direction for the com-

pany and used by them without any mention of royalty. The

use of the machines by the company had involved the con-

struction of special buildings and necessitated other expensive

arrangements. On suit for infringement brought by Barber,

the court held that there was no indication that he had agreed

to assign title to his invention to the defendants, as was sug-

gested, but that the defendants were, nevertheless, justified in

the continued use of the machines already constructed. At the
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beginning of one paragraph the court says, "We think that the

presumption is that he (Barber) intended to .grant to the

Carbon Company the right to use his process in connection

with the machines, for which space in the several factories had

been specifically arranged with his knowledge and under his

direction." This would indicate a finding of constructive in-

tent, but at the close of the same paragraph the court says,

"By his conduct, Barber has estopped himself from asserting

that the use of his invention to this extent is an infringement

of his right as a patentee." Either doctrine leads to the same

result.

The case of Gill v. U. S. 397 was a clear case of estoppel and

was expressed as such. The plaintiff' had persuaded the gov-

ernment to defray the cost of embodying and perfecting me-

chanically an invention which he had made while in govern-

ment employ, and had allowed the government to use the com-

pleted invention without any mention of recompense. His suit

sae I29 Fed. 370.

397 !6o U. S. 426.

•

396 129
ao 7 160

Fed. 370.
U. S. 426.

Contracts Concerning Ownership 247

to recover for this use was dismissed. The court said, 'The

principle is really an application or outgrowth of the law of

estoppel in pais, by which a person looking on and assenting

to that which he has power to prevent, is held to be precluded

ever afterwards from maintaining an action for damages. A

familiar instance is that of one who stands by, while a sale is

being made of property in which he has an interest, and makes

no claim thereto, in which case he is held to be estopped from

setting up such claim. The same principle is applied to an

inventor who makes his discovery public, looks on and per-

mits others to use it without objection or assertion of a claim

for a royalty."

An inventor may lose his right of exclusive enjoyment, to

a limited extent, not only through estoppel as just discussed,

but also through the provision of the statute itself which reads,

"Every person who purchases of the inventor or discoverer, or,

with his knowledge and consent, constructs any newly invented

or discovered machine, or other patentable article, prior to the

Generated for facpubupdates (University of Michigan) on 2014-06-13 19:35 GMT / http://hdl.handle.net/2027/uc2.ark:/13960/t3cz3366n
Public Domain in the United States / http://www.hathitrust.org/access_use#pd-us

application by the inventor or discoverer for a patent, or who

sells or uses one so constructed, shall have the right to use, and

vend to others to be used, the specific thing so made or pur-

chased, without liability therefor." 397 "

A CONTRACT TO ASSIGN WILL BE SPECIFICALLY ENFORCED.

As a contract gives only a right against the person of the

promissor, and does not create any right in the particular thing

concerning which the contract was made, it follows that no

right in the invention itself vests in the purchaser under such

a contract to transfer. An actual transfer is necessary. 398 If

the inventor refuses to make such a transfer, according to the

terms of his contract, he will be liable in damages just as in

any other case of breach of contract.

Furthermore, equity will step in and compel the inventor to

perform his contract specifically and to make the transfer, un-

less the rights of third parties have intervened or it would for

3978 Wade v. Metcalf, 129 U. S. 204.

398 Milwaukee Carving Co. v. Brunswick-Balke-Collender Co., 126 Fed.

171.
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other reasons be inequitable to do so. 39J Equity will not act

to compel such an actual transfer if it would reflect injuriously

upon some other purchaser for value, without notice, from the

inventor. The mere recording of the contract to assign, even

though it be in form a present assignment, is not constructive

notice to any one purchasing the invention or an interest there-

in, after the invention is in existence. Hence, even a contract

so recorded does not give the buyer therein named any interest

as against one without actual knowledge of the contract, to

whom the patentee has subsequently conveyed the patent. 40(

4. LICENSES

The name of "assignment" is technically and properly lim-

ited to those transactions by which the ownership of the patent

right is transferred. It includes not only transfers of the ab-

solutely unlimited ownership, but also those which convey an

absolute ownership of the right within a particular geographi-

other rea ons be inequitable to do o. 399 Equity will not act
to compel such an actual transfer if it would reflect injuriously
upon some other purchaser for value, without notice, from the
inventor. The mere recording of the contract to assign, even
though it be in form a present assignment, is not constructive
notice to any one purchasing the invention or an interest therein, after the invention is in existence. Hence, even. a contract
so recorded does not give the buyer therein named any interest
as against one without actual knowledge of the contract, to
whom the patentee has subsequently conveyed the patent. 400

cal limit and those which convey a joint, but otherwise abso-

§ 4.

lute, ownership. 402 The conveyance of anything less than the

LICENSES
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ownership creates in the person to whom it is conveyed only

a right to do certain things in respect to the invention- without

interference from the owner of the patent. Such a transaction

is properly called a "license," and the person in whom the

privilege is created a "licensee." These two relations, i.e. that

of assignee or that of licensee are the only ones which the

patentee can create, although various other names are some-

times given to them. That is to say, a particular person must

be either owner of the patent monopoly, or not owner of it,

399 Dalzell v. Dueber Mfg. Co., 149 U. S. 315.

400 National Cash Reg. Co. v. New Columbus Watch Co., 129 Fed. 114.

An exception to the rule as stated is made in this case as regards future

improvements. Concerning this the court says, "That an assignment of a

patent, together with any future improvements thereon, is recordable and

operative as a notice to subsequent assignees of patents for improvements

may be conceded. Littlefield v. Perry, 21 Wall. 205, 22 L. Ed. 577 ; Aspin-

wall Co. v. Gill et al (C. C.) 32 Fed. 697."

402 Waterman v. Mackenzie, 138 U. S. 252; Paulus v. Buck Mfg. Co., 129

Fed. 594; Pope Mfg. Co. v. Gormully, etc. Co., 144 U. S. 248.

The name of "assignment" is technically and properly limited to those transactions by which the ownership of the patent
right is transferred. It indudes not only transfers of the absolutely unlimited ownership, but also those which convey an
absolute ownership of the right within a particular geographical limit and those which convey a joint, but otherwise absolute, ownership. 402 , The conveyance of anything less than the
ownership creates in the person to ~horn it is conveyed only
a ri ht to do certain things in. esp_ec to the inventi ' · thout
inte rence from the .owner of the patent. Such a transaction
is properly called a "license," and the person in whom the
privilege is created a "licensee." These two relations, i.e. that
of assignee or that of licensee are the only ones which the
patentee can create, although various other names are sometimes given to them. That is to say, a particular person must
be either owner of the patent monopoly, or not owner of it,
Dalzell v. Dueber Mfg. Co., 149 U. S. 315.
National· Cash Reg. Co. v. New Columbus Watch Co., 129 Fed. l 14.
An exception to the rule as tated i made in this case as regards future
improvements. Concerning thi the court say , "That an assignment of a
patent, together with any future improvement thereon, is recordable -and
operative as a notice to subsequent as ignees of patents for improvements
may be conceded. Littlefield v. Perry, 21 Wall. 205, 22 L. Ed. 577; Aspinwall Co. v. Gill et al (C. C.) 32 Fed. 697."
402 Waterman v. Mackenzie, 138 U. S. 252; Paulus v. Buck Mfg. Co., 129
Fed. 594; Pope Mfg. Co. v. Gormully, etc. C0., 144 U. S. 248. ·
399
400
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though his position may be given various indicative names.

The same thing is, of course, true of all other forms of per-

sonal property, one is either owner or not owner, as the terms

are employed in their never yet defined legal usage, but it is

necessary to speak of it because confusion on this point is

noticeable in some cases. 40:

If one is not owner, he has-j^lx_such rights in respect to

t.he-mnni3]Toly_ _asjris agreement_wjtJTjJT_nwner^ directly or in-

termediately, gives to him. Towards thircTperson he is not

owner, and can not assume such position, and therefor can

riTJt bring suit against them in his own name. "In equity as

in law, when the transfer amounts to a license only, the title

remains in the o\vner_of_the patent ; and suit must be brought

in his name, and never in the name ofTHe~trcerrsee alone, un-

less that is necessary to prevent an absolute failure of justice,

as where the patentee is the infringer, and can not sue him-

self. Any rights of the licensee must be enforced through or

in the name of the owner of the patent, and perhaps, if neces-
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sary to protect the rights of all parties, joining the licensee

with him as a plaintiff.'' 404

CHARACTER OF THE TRANSACTION. The particular name by

which the parties have called the transaction does not determine

its character. It does not amount to a transfer of ownership

merely because it is called an assignment by the parties ; it will

be called an assignment by the courts only if it does transfer

the title. Whether the transaction is a transfer of ownership,

or merely confers a right to make, use or vend the invention

witlf permission of the owner of the monopoly, depends wholly

403 A mortgage amounts to a transfer of the ownership and vests title

in the mortgagee, subject to defeasance upon performance of the condi-

tion. Waterman v. Mackenzie, 138 U. S. 252, Waterman v. Shipman, 55

Fed. 982.

404 Waterman v. Mackenzie, 138 U. S. .252, 255; Paper Bag Cases, 105

U. S. 766; Birdsell v. Shaliol, 112 U. S. 485; Rice v. Boss, 46 Fed. 195;

Moore Mfg. Co. v. Cronk Hanger Co., 69 Fed. 998; Bogart v. Hinds, 25

Fed. 484; Littlefield v. Perry, 21 Wall. 205; Suydam v. Day, 2 Blatch. 20,

Whether an assignment needs to be in writing or not, a license, it is

settled, may be created by parole.

though his position may be given various indicative names.
The same thing i , of course true· of all other forms of personal property one i either owner or not owner, as the terms
are employed in their never yet defined legal usage, but it is
nece sary to speak of it ·because confusion on this point is
noticeable in some ca es. 403
If one is not m ner, he ha
ly such rights in respect to
th~ol as h.
with the owner, irectly or inte mediately, gives to him. Towards third person e is no
e sue ~os1 ion and therefor can
owner, an can not .anot bring suit aiainst them in- his own name. 'In equity as
in la~ when tne transfer amounts to a -license only, th · e
remains in the owner of the atent · and suit must be brought
in his name, and never in the name of t e ·
ee a one, unless that is necessary to prevent an absolute failure of justice,
as "'here the patentee i the infringer, and can not sue himself. Any rights of the licensee must be enforced through or
· in the name of the owner of the patent, and perhaps, if necessary to protect the rights of all parties, joining the licensee
with him as a plaintiff ." 404
CHARACTER OF ';l'HE TRA SACTION. The particular name by
which the parties have called the transaction does not determine
its chara.cter. It doe not amount to a transfer of ownership
merely because it is called an assignment by the parties; it will
be called an assignment by the courts only if it does transfer
the title. . \!Vhether the transaction is a transfer of ownership,
or merely confers a right to make, use or vend the invention
with permission of the owner of the monopoly, depends whoili)'
403 A mortgage amounts to a t~ansfer of the ownership and vest~ · title
in the mortgagee, subject to defeasance upon performance of the condition. \Vaterman v. Mackenzie, l38 U. S. 252, Waterman v. Shipman, , 55
Fed. 982.
.
404 Waterman v. ~fackenzie, 138 U. S. 252, 255; Paper Bag Cases, 105
U. S. 766; Birdsell v. Shaliol, n2 U. S. 485; Rice v. B~ss, 46 Fed. 195;
Moore Mfg. Co. v. Cronk Hanger Co., 69 Fed. 998; Bogart v. Hinds; 23
Fed. 484; Littlefield v. Perry, 21 Wall. 205; Suydam v. Day, 2 Blatch. 20,
Whether an assignment need to be in writing or not, a license, it is
settled, may be created by parole.
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upon the intention oj[ the parties as determined- by the courts.

~In~caseToT doubt as to this intention the name by which the

parties called their transaction would undoubtedly be of in-

fluence upon the decision, 405 so that it is well to use the terms

in their accepted sense, and in accord with the real intent. The

intention of the parties as to the relations created, the scope

of the rights conveyed, and so forth, will be determined from

the facts and circumstances of the entire transaction under the

same rules of evidence and presumption as apply to the in-

terpretation and construction of other agreements. 406 As in

other cases of .written instruments, the instrument itself con-

trols and will be enforced according to its own terms if its

meaning be clear and indisputable; it can be "interpreted"

from the extrinsic circumstances only when the true meaning

is in doubt. 407

RIGHTS OF LICENSEE. Because a mere license conveys to

the licensee no title to the monopoly itself, but only the right

tctjnvade it without liability, and, in consequence, does not
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invest him with any right to sue as owner of the monopoly,

his power to protect his own rights is, in theory at least, in-

direct only. If a license is so construed as to give the licensee

nothing more than a right himself to invade the monopoly, he

is not entitled to any protection whatever against other per-

sons who may also invade the monopoly. So long as his own

405 Moore Mfg. Co. v. Cronk Hanger Co., 69 Fed. 998.

406 Nicholson Pavement Co. v. Jenkins, 81 U. S. 452, "An assignment of

an interest in an invention secured by letters patent, is a contract, and like

all other contracts, is to be construed so as to carry out the intention of

the parties to it." Illingworth v. Spaulding, 43 Fed. 827 ; In Littlefield v.

Perry, 21 Wall. 205, it was held that a record instrument containing in

unmistakable language an absolute assignment of title to a patent would

not be reduced to a mere license and the assignee precluded from sueing

as owner, by a subsequent oral agreement limiting the assignee's right of

user. The second agreement was said to be in effect a license back to the

assignor from the assignee of the complete ownership.

407 Railroad Co. v. Trimble, 10 Wall. 367. For the interpretation of

particular licenses on possibly recurrent points see, Pelzer v. City of

upon the intt~ntion of the _parties a determined by the-court .
n cases of doubt as to thi · intention the name by which the
parties called their transaction would undoubtedly be of influence upon the decision, 405 so that it is well to use the term
in their accepted sense, and in accord with the real intent. The
intention of the parties as to the relations created, the scope
of the rights conveyed, and o forth, will be determined from
the facts and circumstances of the entire transaction under the
same rules of evidence and presumption as apply to the interpretation and construction of other agreements. 406 As in
other cases oL written instruments, the instrument itself controls and will be enforced according to its own terms if its
meaning be clear and indisputable; it can be "interpreted '
from the extrinsic circum.stances only when the true meaning
is in doubt. 407
RIGHTS OF LICENSEE.
Because a mere license conveys to
the licensee no tit e to the monopoly itself, but only the right
t invade it without liability, and, in consequence, does not
invest litm wit any right to su~ as owner of the monopoly,
his power to protect his own rights is, in theory at least, indirect only. If a license is so construed as to give the licensee
nothing more than a right himself to invade the monopoly, he
is not entitled to any protection whatever against other p·ersons who may also invade the monopoly. So long as his own

Binghamton, 95 Fed. 823 ; Western Elec. Co. v. Robertson, 142 Fed. 471 ;

Indiana Mfg. Co. v. J. I. Case Co., 154 Fed. 365.

Moore Mfg. Co. v. Cronk Hanger Co., 69 Fed. gg8.
Nicholson Pavement ·Co. v. Jenkins, 81 U. S. 452, 'An assignment of
an interest in an invention secured by letters patent, is p. contract, and like
all other contracts, is to be construed so as to carry out the intention of
the parties to it." Illingworth v. Spaulding, 43 Fed. 827; In Littlefield v.
Perry, 21 Wall. 205, it was held that a record instrument containing in
unmistakable language an absolute assignment of title to a patent would
not be reduced to a mere license and the assignee precluded from sueing
as owner, by a subsequent oral agreement limiting the assignee's right of
user. The second agreement w~s said to be in effect a license back to the
assignor from the assignee of the complete ownership.
407 Railroad Co. v. Trimble, IO Wal1. 367.
For the interpretation of
particular licenses on possibly recurrent points see, Pelzer v. City of
Binghamton, 95 Fed. 823; We tern 'Elec. Co. v. Robertson, 142 Fed. 471;
Indiana Mfg. Co. v. J. I. Case Co. 1 154 Fed. 365.
40s
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freeetonTof enjoyment isTrotritsetf

lessened, although his profits may be more or less eliminated.

He has no cause for action against the others who make, use

c>r_yend the invention,, nor again^JnVJicensor to^allowing

such others tojdo it

If his license gives him, either expressly or by implication,

an exclusive right to make, use or vend the invention in certain

particulars, the exercise of such privilege by others is obvi-

ously an invasion of his own right. This matter of exclusive-

ness of the right granted must be determined, of course, by the

ordinary rules for construing contracts, before the procedure

of protecting it can become a pertinent issue.

If it is an exclusive right and the assignor himself invades

it, he, the assignor, is undoubtedly liable in an action for

breach of contract. 408 Since the title, however, is still in the/

assignor and he is therefore the only person entitled to sue

because of infringement of the patent monopoly, it is the only

logical conclusion that the licensee can not sue him for in-
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fringement, any more than he could sue a third party, and that

action in breach of contract is the licensee's only remedy. He,

the licensee, acquires no right in rent to the patent monopoly,

but only a right in personam against the owner of the mo-

nopoly, who has agreed to let the licensee, and the licensee

only, invade the monopoly without liability. 409

408 i n N. Y. Phonograph Co. v. Edison, 136 Fed. 600, affd. 144 Fed. 404,

the licensee was allowed to bring action based on contract liability against

the assignee-with-notice of his licensor.

409 Two cases at least have suggested, as matter of more or less loose

dictum, that the licensee could sue the licensor for infringement in such

circumstances. In Littlefield v. Perry, 88 U. S. (21 Wall.) 205 that court

held that title to the monopoly had actually passed to the plaintiffs. It

then went on to say, "But even if they (plaintiffs) are not technically

assignees, we think this action is, nevertheless maintainable (against the

infringing grantor) ... A mere licensee can not sue strangers who in-

fringe. In such case redress is obtained through or in the name of the

patentee or his assignee. Here, however, the patentee is the infringer,

and as he can not sue himself, the licensee is powerless, so far as the courts

of the United States are concerned, unless he can sue in his own name. A

court of equity looks to substance raher than form. When it has juris-

diction of parties it grants the appropriate relief without regard to

whether they come as plaintiff or defendant. In this case, the person who

freeaom of enjoyment i
"tseH-restricted,-h ig:
not_
kssened, alt~ough his profits may _be mor~ or less eliminated.
He has no cause for action against the others wlio make, use
or vend the invention nor ~inst his licensor tor allowing
such others to do it.
If his license gives him, either expres~ly or by implication,
an exclusive right to make, use or vend the invention in certain
particulars, the exercise of such pri'vilege by others is obviously an invasion of his own right. This matter of exclusiveness of the right granted must be determined, of course, by the
ordinary rules for construing contracts, before the procedure
of protecting it can become a pertinent issue.
It it is an exclusive right and the assignor himself invades)
tia
it, he, the assignor i undo
a~ion for
breach of contract. 40 Since the title, howe e , is til · the
assignor an cf he 'is there£ ore the only person entitled to sue
because of infringement of the patent monopoly, it is the only
logical conclusion that the licensee can not sue him for infringement, any more than he could sue a third party, and that
action in breach of contract is the licensee's only remedy. He,
the licensee, acquires no right in rem to the patent monopoly,
but only a right in p·ersonam against the owner of the monopoly, who has agreed to let the licensee, and the licensee
only invade the monopoly without liability. 409
In N. Y. Phonograph Co. v. Edison, 136 Fed. 600, affd. 144 Fed. 404,
the licensee was allowed to bring action based on contract liability against
the assignee-with-notice of his licensor.
409 .Two cases at least have sugge ted, ~s matter of more or less loose
dictum, that the licensee could sue the lioensor for infringement in such
circum tance . In Littlefield v. Perry, 88 U. S. (21 Wall.) 205 that court
held that title to the monopoly had actually passed to the plaintiffs. It
then went on to say, "But even if they (plaintiffs) are not technica.Uy
assignee , we think this action is, nevertheless maintainable (against the
infringing grantor) . : . A mere licensee can not sue strangers -wh-0 infringe. In such case redress is obtained through o·r in the name iof the
patentee or his assignee. Here, however, the patentee is the infringer,
and as he can not sue himself, the licensee is powerless, so far as the courts
of the United States are concerned, unless he can sue in his own name. A
court of equity looks to substance raher than form. When it has jurisdiction of parties it grants the appropriate relief without regard to
whe~her they come as plaintiff or defendant. In this case, the person who
40 8
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When the invasion of the licensee's right is by a third per-
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son, not the licensor or one acting by his authority, it is clear

that the licensee can not sue such invader in his own name, on

the ground of infringement of the patent. The patent is in-

fringed, to be sure, but the licensee does not own it and there-

fore cannot sue to protect it. 410 He may, however, sue in the

name of his licensor, if his license is exclusive.

Under these circumstances, is the licensor bound by his con-

tract himself to sue the invader of the licensee's right? In

other words, did he contract only that the licensee should have

the exclusive right of enjoying the invention, with power to

protect himself in the licensor's name ; or did he further agree

that he would himself, under his right to prevent infringement,

protect the licensee. The question is a material one, because

the financial burden of protecting the licensee from infringe-

ment of the patent might be extremely heavy. To hold that

the licensor, the patentee, does, by granting an exclusive li-

cense, impliedly undertake to protect the licensee against in-
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fringement of the patent by others, is to throw a possibly

heavy burden upon the licensor; a burden for which compen-

sation could not be estimated in advance. If the licensor has

not expressly agreed to protect the licensee against infringe-

ment he is apparently not bound to do so. 411 This has been

said to be the case even where the licensor has agreed "to pro-

tect the patent," as distinct from protecting the licensee. 412

should have protected the plaintiff against all infringements has become

himself the infringer. He held the legal title to his patent in trust for

his licensees. He has been faithless to his trust, and courts of equity

are always open for the redress of such a wrong. This wrong is an in-

fringement. Its redress involves a suit, therefore, arising under the patent

laws, and of that suit the Circuit Court has jurisdiction." It might well

be doubted whether the court would have said invasion of the licensee's

exclusive right by way of contract was an infringement of the patent

monopoly if that question had really been involved. See also, Water-

man v. McKenzie, 138 U. S. 252, 255 ; Waterman v. Shipman, 55 Fed. 982.

410 See authorities supra.

411 In re McLeod, 66 N. Y. S. 253 ; Martin v. New Trinidad Lake As-

phalt Co., 255 Fed. 93, citing authority.

412 Kline v. Garland Co., 135 Mich. 313.

When the invasion of the licensee s right is by a third per- son, not the licensor or one acting by his authority, it is clear
that the licensee can not sue such invader in his own name, on
the ground of infringement of the patent. The patent is infringed, to be sure, but the licensee does -not own it and therefore cannot sue to protec,t it. 410 He may, however, sue in the
name of his licensor, if his_license is exclusive.
Under these circumstances, is the licensor bound by his contract himself to sue the invader of the licensee's right? In
other words, did he contract only that the licensee should have
the exclusive right of enjoying the invention, with power to
protect himself in the licensor's name; or did he further agree
that he would himself, under his right to prevent infringement,
protect the licensee. The question is a material one, because
the financial burden of protecting th~ licensee from infringement of the patent might be extremely heavy. To hold that
the licensor, the patentee, does, by granting an exclusive license, impliedly undertake to protect the licensee against infringement of the pate~t by others, is to throw a possibly
heavy burden upon the licensor; a burden for which compensation could not be estimated in advance. Jf the licensor has
not expressly agreed to rotect the licensee against infringe-ment h~p arently not bound to do so. 411 This has been
said to be the case even w ere the licensor has agreed "to protect the patent," as distinct from protecting the licensee. 412
should have protected the plaintiff a·g ainst all infringements has become
himself the infringer.
He held the legal title to his patent in trust for
his licensees. He has been faithless to his trust, and courts of equity
are always open for the redress of such a wrong. This wrong is an infringement. Its redress involves ~ suit, therefore, arising under .the patent
laws, and of that suit the Circuit Court has jurisdiction.'" It might well
be doubted whether the co·urt would have said invasion of the licensee's
exclu ive right by way of contract was an infringement of the patent
;nonopoly if that question had really been involved. See also, Waterman v. McKenzie, 138 U. S. 252, 255; Waterman v. Shipman, 55 Fed. 982.
410 See authorities supra.
411 In re McLeod, 66 N. Y. S. 253; Martin v. New Trinidad Lake Asphalt Co., 255 Fed. 93, citing authority.
412 Kline v. Garland Co., 135 Mich. 313.
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If the licensor has expressly agreed to protect the licensee

againsMrrfrin^emeirHre^ wilf,"of "course, ISe re'quiredjto do so

atjnsjyvvn cost. 4ia

As between" the licensor and licensee, the validity of the

patent should not be capable of becoming an issue in court

proceedings. The agreement of a licensee to pay royalties, or

whatsoever the consideration may be, can be made dependent

on the validity of the patent. In such event, it would be a

proper defense, perhaps, to allege and attempt to prove the in-

validity of the patent. But unless such conditional liability on

the licensee's part is clear from the terms of the license, his

agreement is to pay the consideration named in return for im-

munity from prosecution for infringement by the licensor ; the

validity or invalidity of the patent is not an element in the

mutual considerations, is not a condition precedent, and con-

sequently not a proper defense. 414 Where the evidence is clear

that the acts of a defendant have been done under the pretense

of a license from the patentee, he will be estopped to deny that
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they were in fact so done. 415

413 Foster v. Goldschmidt, 21 Fed. 70 ; Such an agreement is valid,

Virtue v. Creamery Co., 227 U. S. 8, 32; Bailey v. Miller, 45 Ind. Ap. 475;

Clark v. Cyclone, etc. Co., 22 Tex. Civ. Ap. 41 ; Macon Knitting Co. v.

Leicester, etc. Co., 113 Fed. 844, affd. 116 Fed. 196, cost of suit divided by

agreement. The obligation to protect the licensee does not run with the

ownership of the patent, so as to bind an assignee of the licensor, Brad-

ford Belting Co. v. Kisinger Iron Co., 113 Fed. 811.

414 Platt v. Fire-Extinguisher Mfg. Co., 59 Fed. 897; Moore v. National

Water-Tube Boiler Co., 84 Fed. 346 ; Martin v. New Trinidad Asphalt Co.,

255 Fed. 93 ; Tilghman v. Proctor, 102 U. S. 707, 734, dictum. Marston v.

If the licensor has expressly agreed to protect the licensee
·agai!!_st infringement-he will, of course, bereguired to no so
at_his own cost. 413
As between the licensor and licensee, the validity of the
patent should not be capable of becoming an issue in court .
proceedings. The agreement of a licensee to pay royalties, or
whatsoever the consideration may be, can be made dependent
on the validity of the patent. In such event, it would be a
proper defense, perhaps, to allege and attempt to prove the invalidity of the patent. But unless such conditional liability on
the licensees part is clear from the terms of the license, his
agreement is to pay the consideration named in return for immunity from prosecution for infringement by the licensor; the
validity or invalidity of the patent is not an element in the
mutual considerations, is not a condition precedent, and consequently not a proper defense. 414 \Vhere the evidence is clear
that the acts of a defendant have been done under the pretense
of a license from the patentee, he will be estopped to deny that
they were in fact so done. 415

Sweet, 66 N. Y. 206; In re McLeod, 66 N. Y. S. 253; Eureka Co. v. Bailey

Co., ii Wall. 488; Fair v. Shelton, 128 N. C. 105.

415 The Illinois Watch Case Co. v. Ecanbert, 177 111. 587, syll. "One

who has paid fees or royalties to the owner of a patent for the use

thereof, and who has enjoyed the benefits of the patent, is estopped to

set up that he is not a licensee but an infringer, in order to defeat the

jurisdiction of the State court of an action for royalties claimed to be

due and unpaid." Accd. Am. Street Car Advertising- Co. v. Jones, 122

Fed. 803 ; Marston v. Swett, 82 N. Y. 526, dictum; Marston v. Swett, 66

N. Y. 2C6; Holmes v. McGill, 108 Fed. 238.

413 Foster v. Goldschmidt, 21 Fed. 70; Such an agreement is valid,
Virtue v. Creamery Co., 227 U. S. 8, 32; Bailey v. Milier, 45 Ind. Ap. 475;
Clark v. Cyclone, etc. Co., 22 Tex. Civ. Ap. 41; Macon Knitting Co. v.
Leicester, etc. Co., II3 Fed. 844 affd. II6 Fed. 19(5, cost of suit divided by
agreement. The obligation to protect the licensee does not run with the
ownership of the patent, so as to bind an assignee of the licensor, Bradford Belting Co. v. Kisinger Iron Co., II3 Fed. 8II.
414 Platt v. Fire-Extinguisher Mfg. Co., 59 Fed. 897; Moore v. National
Water-Tube Boiler Co., 84 Fed. 346; Martin v. New Trinidad Asphalt Co.,
255 Fed. 93; Tilghman v. Proctor, 102 U. S. 707, 734, dictum. Marston v.
Sweet, 66 N. Y. 2o6; In re McLeod, 66 N. Y. S. 253; Eureka Co. v. Bailey
Co., II Wall. 488; Fair v. Shelton, 128 N. C. 105.
415 The Illinois Watch Case Co. v. Ecanbert, 177 111. 587, syll.
"One
who has paid fees or royalties to the owner of a patent for the use
thereof, and who has enjoyed the benefits of the patent, is estopped to
set up that he is not a licensee but an infringer, in order to defeat the
jurisdiction of the State court of an action for royalties claimed to be
due and unpaid." Aced. Am. Street Car Advertising Co. v. Jones, 122
Fed. 8o3; Marston v. Swett, 82 N. Y. 526, dictt4m; Marston v. Swett, 66
N. Y. 206; Holmes v. McGill, 108 Fed. 238.
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If the defendant could show that the contract had been re-

pudiated, or in other ways put an end to before the acts com-

plained of took place, or that such acts were, for any other

reason, not within the purview of a contract, he would then be

free to contest the claim of the plaintiff in the same way that

any alleged infringer could do. 416

A suit to recover royalties due under the contract is purely a

contract action and, although the contract deals with a patent

right, the suit is not one which, because it arises under the

patent laws, gives the Federal courts a jurisdiction which they

Would not otherwise have. 417

The extent to which a licensee can assign his license to

others is purely a matter of contract law, and is essentially the

same in respect to licenses under patents as in respect to any

other contracts of similar type. The mere fact that a licensee

does assign his license, without right to do so, does not give

the patentee any right of action in contract against such as-

signee. In such case the patentee's right is not on contract,
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which does not exist between him and the assignee, but for in-

fringement of the patent, on the ground that such assignee is

using the invention without authority from the patentee. 4174

416 It has been held that the failure of the licensee to pay the royalties

contracted for does not in itself terminate the contract; which is quite in

accord with the law in respect to other contracts, such as those for the

payment of rent. White v. Lee, 3 Fed. 222; Wagner Typewriter Co. v.

Watkins, 84 Fed. 57; Standard Dental Mfg. Co. v. National Tooth Co.,

95 Fed. 291 ; Am. Street Car Advertising Co. v. Jones, 122 Fed. 803. The

fact that a patent had been invalidated by interference proceedings in the

Patent Office was held ipso facto to terminate a contract for the payment

of royalties in Marston v. Swett, 82 N. Y. 526.

Estoppel to deny validity of the patent ceases on termination of the

contract, regardless of the motive in terminating it, Stimpson, etc. Co.,

v. Stimpson, 104 Fed. 893. As to right to sell articles made during life

254
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If the defendant could show that the contract had been repudiated or in other ways put an end to before the acts complained of took place, or that such acts were for any other
reason, not within the purview of a contract he would then be ·
_ free to contest the claim of the plaintiff in the same way that
any alleged infringer could do. 416
A suit to recover royalties due under the contract is purely a
contract action and, although the contract deals with a patent
right, the suit is not one which, because it arises under the
pat~nt laws, gives the Federal courts a jurisdiction which they
\vould not otherwise have. 417
The extent to which a licensee can assign his license to
others is purely a matter of contract law, and is essentially the
same in respect to license~ under patents as in respect to any
other contracts of similar type. The mere fact that a licensee
does assign his license, without right to do so, does not give
the patentee any right of action in contract against such assignee. In such case the patentee's right is not on contract,
which does not exist between him and the assignee, but for infringement of the patent, on the ground that such assignee is
using the invention without authority from the patentee. 4178

of the contract, compare Pelzer v. City of Binghamton, 95 Fed. 823.

417 Briggs v. United Shoe Co., 239 U. S. 48 ; Even though the State

court has to construe the patent, Carleton v. Bird, 94 Me. 182; Odell v.

Farnsworth Co., 39 Sup. Ct. Rep. 516 (June, 1919).

7 a Wilson v. Mechanical, etc. Co., 68 N. Y. S. 173, 170 N. Y. 542 ;

Moore v. Coyne, .etc. Co., 98 N. Y. S. 892; A promise to pay royalties will

not be implied from the mere fact that the defendant has deliberately in-

416

It has been held that the failure of the licensee to pay the royalties

contracted for does no.t in itself terminate the contract; which is quite in
accord with the law in respect to other contracts, such as those for the
payment of rent. White v. Lee, 3 Fed. 222; Wagner Typewriter Co. v.
Watkins, 84 Fed. 57; Standard Dental Mfg. Co. v. National Tooth Co.,
95 Fed. 291; Am. Street Car Advertising Co. v. Jones, 122 Fed. 8o3. The
fact that a patent had been invalidated by interference proceedings in the
Patent Office was held ipso factO to terminate a contract for the payment
of royalties in Marston v. Swett, 82 N. Y. 526.
Estoppel to deny validity of the patent cea es on termination of the
contract, regardless of the motive in terminating it, Stimpson, etc. Co.,
v. Stimpson, 104 Fed. 893. As to right to sell articles made during life
of the contract, compare Pelzer v. City of Binghamton, 95 Fed. 823.
417 Briggs v. United Shoe Co., 239 U. S. 48; Even though ihe State
court has to construe the patent, Carleton v. Bird, 94 Me. 182; Odell v.
Farnsworth Co., 39 Sup. Ct. Rep. 516 (June, 1919).
8
417 Wilson v. Mechanical, etc. Co., 68 N. Y. S. 173, 170 N. Y. 542;
Moore v. Coyne,. etc. Co., 98 N . .Y. S. 892; A promise to pay royaltie will
not be implied from the mere fact that the defendant has deliberately in~
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In general it may be said, that he can not assign it unless his

contract with the owner of the patent expressly so provides.

He may, however, arrange to enjoy his license through the

use of other persons as employees.

5. RESTRICTIONS IN LICENSES

The statute gives a patentee the exclusive right to make, use

In general it may be said, that he can not assign it unles his
contract with the owner of the patent expressly. so provides.
He may, however, arrange to enjoy his license through the
use of other persons as employee ..

and vend his invention. We have seen that he can transfer

the ownership of this monopoly to another without destroying

it. He need not make any use of the invention himself nor

§ 5.

RESTRICTIONS IN LICENSES

permit others to use it ; he may keep all advantage of it from

the world during the period of his patent, if he so chooses. 422

But if he chooses to put his invention into use he can, as we

have seen, open his monopoly to one or more particular per-

sons; that is to say, he may license certain persons to invade

his monopoly, without thereby throwing it open to the public.

Furthermore, the patentee may limit this permitted invasion

of his monopoly not only to the particular person, but also to

the particular extent. He may limit the invasion permitted to
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enjoyment of the invention in a particular territory or at a

particular place, 423 or for a particular time, 424 or for a particu-

lar purpose only, 425 or to a particular person without right of

transfer. 426 So also the limitation in a permission to use em-

bodiments of the invention but not to make them has been up-

held. 427 All of these restrictions have been recognized as

fringed the patent monopoly, May v. Western Lime Co., 65 Wash. 696,

44 L. R. A. (N. S.) 333-

422 Continental Paper Bag Co. v. Eastern, etc. Co., 210 U. S. 405 ;

Heaton-Peninsular Co. v. Eureka, etc. Co., 77 Fed. 288.

423 Rubber Co. v. Goodyear, 9 Wall. 788.

424 Mitchell v. Hawley, 16 Wall. 544.

425 Pope Mfg. Co. v. Gormully, 144 U. S. 248, Gamewell, etc. Co. v.

Brooklyn, 14 Fed. 255.

426 Waterman v. Shipman, 55 Fed. 982; Oliver v. Rumford Chemical

Works, 109 U. S. 81.

427 Brush Elec. Co. v. California, etc. Co., 52 Fed. 945 ; In Oliver v.

Rumford Chemical Works, 109 U. S. 75, the patent covered the process

of making an acid to be used in the manufacture of certain kinds of flour.

The statute gives a patentee the exclusive right to m_ake, use
and vend his invention. We have seen that he can trans£ er
the ownership of this monopoly to another without destroying
it. He need riot make any use of the invention himself nor
permit others to use it; he may keep all advantage -of it from
the world during the period of his patent, if he so chooses. 422
But if he chooses to 'put his invention into use he can, as we
have se~n, open his monopoly to one or more particular persons; that is to say, he may licen e certain persons to invade
his monopoly, without thereby throwing it open to the ·public.
Furthermore, the patentee may limit this permitted invasion
of his monopoly not only to the particular person, but also to
the particular extent. He may limit the invasion permitted to
enjoyment of the invention in a particular territory or at a
particular place, 423 or for a particular time, 424 or for a particu- .
lar purpose only, 425 or to a particular person without right of
trans£ er. 426 So also the limitation in a permission to use embodiments of the invention but not to ma.k e them has been upheld. 427 All of these restrictions have been recognized as
fringed the patent monopoly, May v. We tern Lime Co., 65 Wash. 6g6,
44 L. R. A. (N. S.) j33.
42 2 Continental Paper Bag Co. v. Eastern, etc. Co., 210 U. S. 405;
Heaton-Peninsula,r Co. v. Eureka, etc. Co., 77 Fed. 288.
423 Rubber Co. v. Goodyear, 9 Wall. 788!
424 Mitchell v. Hawley, 16 Wall. 544.
4 25 Pope Mfg. Co. v. Gormully, 144 U. S. 248, Gamewell, etc. Co. v.
Brooklyn, 14 Fed. 255.
42 6 Waterman v. Shipman, 55 Fed. g82; Oliver v. Rumford Chemical
Works, 109 U. S. 81.
42 7 Brush Elec. Co. v. California, etc. Co., 52 Fed. 945; In Oliver v.
Rumford Chemical Works, 109 U. S. 75, the patent covered the process
of making an acid to be used in the manufacture of certain kinds of flour.
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proper, and the 1 united permission to invade the monopoly and

enjoy the invention did not create in the license a complete

right to use and enjoy the invention.

v RESTRICTIONS ON RESALE, OR USE OF EMBODIMENTS. From

the fact that the patentee can thus limit the extent to which

Others are permitted to invade his monopoly, it would seem

to follow that he could validly limit the licensee in respect to

the profit he might, or must, make and the ways in which he

might use embodiments of the invention. Such is undeniably

the logical proposition, and it is one which was accepted by

the courts until recently. Thus in Benient v. National Harrow

Co. 428 the plaintiff had contracted, forcertairi considerations,

foHet the defendant make and sell embodiments of his inven-

tion, on the agreement of the defendant, however, not to sell

the embodiments at less than a stipulated price. In suit to

recover damages for the defendant's breach of this contiact,

it was claimed that the contract was void as an attempt to re-

strain trade in contravention of the Sherman Anti-trust Act.
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The court said, "On looking through these licenses we have

been unable to find any conditions contained therein rendering

the agreement void because of a violation of that act. . . .

The provision in regard to the price at which the licensee would

sell the article manufactured under the license was also an

appropriate and reasonable condition. It tended to keep up

the price of the implements manufactured and sold, but that

was only recognizing the nature of the property dealt in, and

providing for its value so far as possible. This the parties

were legally entitled to do. . The owner of a patented article

can, of course, charge such a price as he may choose, and the

the right to manufac-

ture and sell the article jatentedupon trie condition that the

assignee shall charge a certain amount for such article." The

decision is, that a condition on the right to enjoy the patentee's

monopoly, requiring the maintainance of a stipulated sale price,

The restriction of a license to make and sell such flour, but not to sell the

acid itself was upheld.

428 J86 U. S. 70-
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is not invalid because of the Sherman Anti-trust Act. There

seems to have been no question, even, but that except for that

act, the condition was perfectly valid and enforcible.

Again, in Henry v. A. B. Dick Co., 429 the patentee had sold

a mimeograph machine, embodying his invention, upon condi-

tion that the buyer should use it only with ink made by the

seller. The seller sought to enjoin a third party from induc-

ing the buyer toaise other ink in breach of the condition. In

granting the injunction the court not only said that the agree-

ment not to use other inks was valid as a contract, but it held

that inasmuch as the buyer's right to use had been limited to

use with the seller's inks, any other use was an unauthorized

invasion of the seller's exclusive patent right. The opinion

explicitly says, "We repeat. The property right to a patented

machine may pass to a purchaser with no right of use, or with

only the right to use in a specified way, or at a specified place,

or for a specified purpose. The unlimited right of exclusive

use which is possessed by and guaranteed to the patentee will
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be granted if the sale be unconditional. But if the right of

use be confined by specific restriction, the use not permitted is'

necessarily reserved to the patentee. If that reserved control

of use of the machine be violated, the patent is thereby in-

vaded. This right to sever ownership and use is deducible

from the nature of a patent monopoly and is recognized in the

cases." This statement makes a clear distinction between the

ownership of the right to enjoy the invention and the owner-

ship of a chattel embodying the invention. 430 Although it is

obvious from the whole opinion that the court does rather con-

*29 22 4 U. S. I.

43 <> Accord, Heaton-Peninsular Co. v. Eureka Co., 77 Fed. 288 ; National

Phonograph Co. v. Schlegel, 128 Fed. 733. To the effect that even absolute

ownership of a chattel embodying a patented invention does not save the

owner from liability for infringement if he makes use of his chattel, see

Birdsell v. Shaliol, 112 U. S. 485. It would not be denied that one who

makes a machine of his own materials is the owner of it, yet it is equally

undeniable that his use of the machine would be infringement of a patent

covering such machines, unless he had permission of a patentee. Dicker-

son v. Sheldon, 98 Fed. 621; Rcdgers v. Torrant, 43 Mich. 113.

is not invalid because of the Sherman Anti-trust Act. There
seems to have been no question, even, but that except for that
act, the condition was perfectly valid and enforcible.
Again, in Henry v. . B. Dick Co., 429 the patentee had sold
a mimeograph machine, embodying his invention, upon condition that the buyer hould u e it only with ink made by the
eller. The seller sought to enjoin a third party from inducing the buyer to use other ink in breach of the condition. In
granting the injunction the court not only said that the agreement not to use other inks was valid as a contract, but it, held
that inasmuch as the buyer's right to use had been limited to
use with the seller's inks, any, other use was an unauthorized
invasion of the seller' exclusive patent right. The opinion
explicitly says, "vVe repeat. The property right to a patented
machine may pass to a purcha er with no right of use or with
only the right to use in a specified way, or at a specified place
or for a specified purpose. The unlimited right of exclusive
use which is possessed by and guaranteed to the patentee will
be granted if the sale be unconditional. But if the right of
use be confined by specific restriction, the use not permitted isnecessarily reserved to the patentee. If that reserved control
of use of the machine be violated, the patent is thereby in- ·
vaded. This right to sever O\Vnership and use is deducible
from the nature of a patent monopoly and is recognized in the
cases." This statement makes a clear distinction behveen the
ownership of the right to enjO)' the invention and the ownership of a chattel embodying the invention. 430, Although it is
obvious from the whole opinion that the court does rather con429 224

u. s.

I.

Accord, Heaton-Peninsular Co. v. Eureka Co., 77 Fed. 288; National
Phonograph Co. v. Schlegel, 12S Fed. 733. To the effect that even absolute
ownership of a chattel embodying a patented invention doe not save the
owner from liability for infringement if he makes use of his chattel, see
Birdsell v. Shaliol, II2 U. S. 485. It would not be deni,ed that one who
makes a machine of his own materials i the owner of it, yet it is equally
undeniable that his use of the machine would be infringement of a patent
covering such machines, unless he had permission of a patentee. Dickerson v. Sheldon, g8 Fed. 621 · Rcdgers v. Torrant, 43 Mich. II3.
430
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fuse the two and think of the tangible machine as being itself

the invention. 431

Thus the law- stood until it was upset by the decision in

Bauer v. Q'Donnell^ 32 The defendant in that case had pur-

chased packages of "Sanatogen,"' a preparation protected by

the plaintiff's patent. On each package was a notification-

knowledge of which the defendant did not deny : to the effect

that no one was authorized to sell such packages at less than a

stated price, and anyone selling at less than that price would

be guilty of infringing the patent monopoly. The defendant

did resell at less than the stated price. The issue in the case

was whether this sale, at a price less than that authorized by

the patentee, constituted infringement. The court held that it

did not. 433 This decision was followed in a few years by that

of The _ Motion_Picture_ Co. v. Universal^Fjliii Co., 434 which

sped ficallv,javer ruled Henry v. Dick Co., supra. The plaintiff,

as patentee oT a device for operating motion picture films, had

given the right to manufacture machines embodying his inven-
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tion to one who in turn sold such a machine to defendant. At-

tached to the machine was a notice that its use was permitted

by the patentee only with certain films also controlled by the

431 So late as 1913, in United States v. Winslow, 227 U. S. 202, it was

very strongly implied that a condition that the licensee should use no other

machines than those furnished by the licensor was valid. In the English

case of Incandescent Gas Lt. Co. v. Cantelo, 12 Rep. Pat. Cas. 262, the

court said, "The patentee has the sole right of using and selling the arti-

cles, and he may prevent anybody from dealing with them at all. Inas-

much as he has the right to prevent people from using them or dealing

in them at all, he has the right to do the lesser thing, that is to say, to

impose his own conditions." Accord, British Mutoscope Co. v. Homer,

i Ch. Div, 671 (1901) ; National Phonograph Co. v. Menck (1911), L. R.

36 A. C. 336.

fuse the· two and think of the tangible machine as being itself
the invention. 431
Thu th la
ood until it wa up et by the deci ion in
uer v. O'Don 11 432 The defendant in that case had purchased packages of Sanatogen, ~ a preparation protected by
the plaintiff s patent. On each package was a notificationknowledge of "'.hich the defendant did not deny_ to the effect
that no one was authorized to sell such packages at less than a
stated price, and anyone selling at less than that price would
be g~ilty of infringing the patent monopoly. The defendant
did re ell at less than the stated price. The issue in the case
was whether this sale, at a price less than that authorized by
the patentee, constituted 'i nfringement. The court held that it
did not. 433 This decisitm w followed in a few years Qy that
o The -0tion Picture Co. v. Universal Film Co., 434 which
specificall overrul.$.d tJenry v. Dick C2. supra.. The plaintiff,
as patentee oY a device for operating motion picture films, had
given the right to manufacture machines embodying his invention to one who in tum sold such a machine to defendant. Attached to the machine was a notice that its use was permitted
by the patentee only with certain films also controlled by the

432 229 U. S. I. The court "distinguishes" this case from that of Henry

v. Dick Co., supra, but the reality of the distinction is illuminated by the

fact that the four judges who constituted the majority in Henry v. Dick

Co. (only seven judges took part) were all opposed to the decision in

Bauer v. O'Donnell, and the majority in that decision included the three

judges who had dissented in the earlier one.

433 Accord, Straus v. Victor Talking Machine Co., 243 U. S. 490.

434 243 U. S. 502.

431

So late as 1913, in United States v. Win low, 227 U. S. 202, it was
very strongly implied that a condition that the licensee should use no other
machines than those furnished by the licensor was valid. In the English
case of Incandescent Gas Lt. Co. v. Cantelo, 12 Rep. Pat. Cas. 262, the
court said, 'The patentee has the sole right of using and selling the articles, and he may prevent anybody from dealing with them at all. Inasmuch as he has the right to prevent people from using them .or dealing
in them at all, he has the right to do the lesser thing, that is to say, to
impose his own conditions." Accord, British Mutoscope Co. v. Homer,
l Ch. Div, 671 (1901); National Phonograph Co. v. Menck (19u), L. R.
36 A. C. 336.
432 229 U. S. r. The court "di tinguishe " thi ca e from that of Henry
v. Dick Co., supra, but the reality of the distinction is illuminated by the
fact that the four judges who constituted the majority in Henry v. Dick
Co. (only seven Judges took part) were all opposed to the decision in
Bauer v. O'Donnell, and the majority in that deci ion included the three
judges who had dissented in the earlier one.
4 33 Accord,
traus v. Victor Talking Machine Co. 243 U. S. 490.
434 243 u. s. 502.
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plaintiff. The defendant did not deny knowledge of this

restrictive condition, and admitted that he had not conformed

to it. The court did not discuss the validity of a contract be-

tween the patentee and his licensee imposing restrictions on

the licensee's right, saying that such a question was outside

the scope of patent law. This left the issue squarely, whether

the unauthorizedjise of the_dgyjce~witn~other tnan the speci-

fied films constituted an infringement of the patentee's mo-

nopoly; TFeZc^rtlidd that Hjfj^notT

This development of the law may be perfectly sound as a

matter of public policy and economic utility. 435 But the opin-

ion of the court is a most confusing admixture of justification

of its decision upon the strength of its economic effect and

attempt to justify it as a logical development of the existing

law. As is usual when courts override existing law for the

sake of public advantage, without frankly admitting that they

are so doing, the pretense of reasoning given is, to say the

least, irritating.
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The real issue is, to use the court's own language, whether,

"since the patentee may withhold his patent altogether from

public use, he must logically and necessarily be permitted to

impose any conditions which he chooses upon any use which

he may allow of it." As the court says, this is not specifically

answered by the patent statute, which in terms merely gives

him the exclusive right to enjoy his invention. It is therefore

purely a question of public policy whether, if he allows others

to invade his monopoly at all, he must allow them to invade it

435 The possible economic harm that might result from a patentee's un-

limited power to restrict the right to use embodiments of his invention is

indicated by the not infrequent cases in which the holder of a valid

patent, covering something essential to a particular trade, has secured a

practical monopoly of profit in lines not covered by his patent. An ex-

cellent presentation of the methods by which patents are used to secure

monopolies wholly unrelated to the patent, is given by Mr. W. H. S.

Stevens in his "Unfair Competition," Chap IV.

On the other hand, the United States Chamber of Commerce has gone on

record as favoring some plan by which resale prices may lawfully be

sustained. See Chicago Herald, May 19, 1916, p. 13.

plaintiff. The defendant did not deny knowledge of this
restrictive condition, and admitted that he had not conformed .
to it. The court did not discuss the validity of a contract between the patentee and his licensee imposing restrictions on
the licensee's right, saying that such a question was outside
the scope of patent law. This left the issue squarely, whether
the unauthorized use of the device wit ot er an t e specified films constituted an infri;gement0£ the patentee s m ·
1a not.
no .o .
e co rt
This development of the law may be perfectly sound as a
matter of public policy and economic utility. 435 But the opinion of the court is a most confusing admixture of justification
of its decision upon the strength of its economic effect and
attempt to justify it as a logical development of the existing
law. As is usual when courts override existing law for · the
sake of public advantage, without frankly admitting that they
are so doing, the pretense of reasoning gi.ven is, to say the
·
least, irritating.
The real issue is, to use the c;ourt's own language, whether,
''since the patentee may withhold his patent altogether from
public use, he must logically and necessarily be permitted to
impose any conditions which he chooses upon any use wnicb
he may allow o~ it." . As the court says, this is not specifically
answered ~by the patent statute, which in terms · merely gives
him the exclusive right to enjoy his invention. It is therefore
purely a question of public polic whether if he allows ot ers
re · va e 1s monopol at all, he must allow them to mva e 1t
The possible economic harm that might result from a patentee's unlimited power to restrict the right to use embodiments of his invention is
. indicated by the not infrequent cases in which the holder of a valid
patent, covering something essential to a particular trade, has secured a
practical monopoly of profit in lines not covered by his patent. An excellent presentation of the methods by which patents are used to secure
monopolies wholly unrelated to the patent, is given by Mr. W. H. S.
Stevens in his "Unfair Competition,'' Chap IV.
On the other hand, the United States Chamber of Commerce has gone on
record as favoring some plan by which resale prices may lawfully be
sustained. See Chicago H crald, ~fay 19, 1916, I?· 13.
435
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jwvtbnnf restriction/ 3 ' As we have seen, the consistent custom

of the courts, until the case of Bauer v. O'Donnell, supra, had

been to allow the patentee to restrict and limit the extent to

which he would allow others to enjoy his monopoly. But, be-

ginning with that case, the court decided not to permit the

patentee to restrict the extent to which his monopoly might be

invaded by purchasers of chattels embodying his invention.

This is clear enough, and probably satisfactory as a matter

of public policy. The confusion arises because the court has

endeavored to place such purchaser's right to invade the mo-

nopoly on the fact of his ownership of the chattel. This ab-

sence of distinction between the ownership of a chattel em-

bodying an invention, and the owner's right to use it in con-

travention of another's patent was foreshadowed in Henry v.

Dick Co., supra, and carried to an extreme in the subsequent

cases. 437 ^The sum total of the decisions, however, is clearly

that a patentee who, by selling" an embodiment of his invention

authorizes the buyer to invade the monopoly, can not limit

Generated for facpubupdates (University of Michigan) on 2014-06-13 19:35 GMT / http://hdl.handle.net/2027/uc2.ark:/13960/t3cz3366n
Public Domain in the United States / http://www.hathitrust.org/access_use#pd-us

436 That public policy is the motivating reason for the decisions is indi-

cated by the statement in the Motion Picture Co. case, 243 U. S. 515, that

"The perfect instrument of favoritism and oppression which such a sys-

tem of doing business, if valid, would put into control of the owner of

such a patent should make courts astute, if need be, to defeat its operation."

437 InMotion JPicture Co. v. Universal Film Co.. 243 U. S. 502, for in-

stancet!ie^court^ays, p. 516, "The right to vend is exhausted by a single,

unconditional sale, the article sold being thereby carried outside the mo-

nopoly of the patent law. . . ." This is true enough; a patentee who has

sold a tangible chattel embodying his invention has given up all control

wi
striction. 43 6 As we have een, the consistent cu tom
of the courts, until the case of Bauer v. 0 Donnell, supra, had
been to allow the patentee to re trict and limit the extent to
which he would allow others to enjoy hi monopoly. But, beginning with that case, the court decided not to permit the
patentee to restrict the extent to which his monopoly might be
invaded by purcha ers of chattels embodying his invention.
This is )clear enough, and probably satisfactory as a matter
of public policy. The confusion arises because the court has
endeavored to place such purchaser s right to invade the monopoly on the fact of his ownership of the cha.ttel. This absence of distinction between the ownership of a chattel embodying an invention, and the owner s right to use it in contravention of another's patent was foreshadowe~ in Henry v.
Dick Co., supra., and carried to an extreme in the sub equent
cases. 437 ( The sum total
h d cisions however, i clearly
that a patentee
e.llino- n e od.· nt f his invention
buyer to ·mrade the onopol y can
au onzes the..___

whatsoever over the ownership and, directly, of the use of that chattel.

But has he given up his monopoly of the use and enjoyment of the

invention? The chattel sold was not the invention, nor was it the pat-

entee's monopoly of the invention ; that still remains in the patentee. The

buyer of the Chattel has no right whatsoever to infringe the patentee's

monopoly of enjoyment of the invention, except such right as the patentee

expressly or impliedly gave him by the sale. The fact that the patentee

sold the chattel is, therefore, in no way whatever a reason for the decis-

ion ; on the contrary it is merely a fact in the case, the effect of which is

the thing to be decided, and in this case the effect of the sale on the

monopoly was expressly limited. See note 430.

436 That public policy is the motivating rea on for the decision i indicated by the statement in the Motion Picture Co. case, 243 U. S. 515 that
"The perfect instrument of favoritism and oppression ~hich such a ystem of doing business, if valid, would put into control of the owner of
such a patent should make courts astute, if need be, to defeat its operation."
4 37 In Motion Picture Co. v. Universal Film Co., 243 U. S. 502, for in- ·
stanc~e court says, p. 516, "The right to vend is exhausted by a si;gle,
unconditional sale, the article sold being thereby carried outside the monopoly of the patent law. . . ." This is true enough; a patentee who has
sold a tangible chattel embodying his invention has given up all control
whatsoever over the ownership and, directly, of the use of that chattel.
But has he given up his monopoly of the u e and enjoyment of the
invention? The chattel sold was not the invention, nor was it the patentee's monopoly of the invention; that still remains in the patentee. The
buyer of the chattel has no right whatsoever to infringe the patentee's
monopoly of enjoyment of the invention, except such right as the patentee
expressly or impliedly gave him by the sale. The fact that the patentee
sold the chattel is, therefore, in no way whatever a reason for the decision; on the contrary it i merely a fact in the case, the effect of which is
the thing to be decided, and in this case the effect of the sale on the
monopoly wa expres ly limited. See note 430.
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that right as to the price at which the embodiment may be re-

sold^ nor as to the way in which it may be used.*** ^

The existing decisions as to the time during which the right

may be exercised, or the place where it must be exercised, have

not yet been overruled.

The question as to whether a patentee, as the price of a li-

cense to enjoy his invention,^ can impose conditions upon the

licencee's conduct in no way connected with the invention

seems not- to have been directly passed on. It was more or

less discussed, however, in United States v. United Shoe Ma-

chinery Co. 439 That was a suit to have the defendant com-

pany dissolved as an illegal combination. Suit was dismissed

on the ground that such combination as existed was not illegal.

One of the ways by which the company was alleged to have

improperly restrained trade was in granting -licenses, to use

machines covered by its patents, only on condition that the

licensee should not use similar machines not covered by the

licensor's patents and also that the licensees should rent from
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the licensors, and from them only, certain entirely different

machines not covered by any patent. It was this "tying'' to

the license of terms which had no relation to the invention at

all that the government objected to as an improper restraint

of trade. The majority of the court held that there was noth-

ing illegal in these "tying clauses" and that the owner of a

patent may license persons to enjoy the invention on such terms

as he sees fit. There was, however, a strong dissenting opin-

ion in which the right of a patentee to restrict the conduct of

a licensee in ways unrelated to the invention was flatly denied.

Logically, if it is sound public policy to preclude a patentee

from putting restrictions upon the buyer of embodiments of

the invention, it should be equally sound to forbid his putting

such restrictions upon the lessee. (As we have seen the buyer

is as truly a licensee in respect to the monopoly as is a lessee

438 For a more extended discussion of this topic see the excellent article

by T. R. Powell in 17 Columbia Law Rev. 663, and that by the author in

15 Michigan Law Rev. 581.

439 247 U. S. 32. It is answered by implication, also in United States

v. Winslow, 227 U. S. 202.

that ri -ht as to the rice at which the e_v_ b dim
tna. be re438
sold nor as to the wa in which it ma be used.
The existing decisions as to the time during which the right
may be exercised, or the place where it must be exercised, have
not yet been overruled.
The que tion a to whether a patentee, as the price of a license to enjoy his invention, can impose conditions upon the
licencee's conduct in no way connected with the invention
seems not· to have been directly passed on. It was more or
less discus ed, however, in United States v. United Shoe Machinery Co. 439 That was a suit to have the defendant company dissolved as an illegal combination. Suit was dismissed
on the ground that such combination as exi ted was not illegal.
One of the ways by which the company wa alleged to have
improperly re trained trade was in granting ·licenses, to use
machines covered by its patent , only on condition that the
licensee should not use similar machines not covered by the
licensor's patents and also that the licensees should rent from
the licensors, and fro·m them only, certain entirely different
machines not covered by any patent. It was this "tying' to
the license of terms which had no relation to the invention at
all that the government objected to a an improper restraint
of trade. The majority of the court held that there was nothing illegal in these "tying clauses,, and that the owner of a
patent may license persons to enjoy the invention ot:i such terms
as he sees fit. There was, however, a strong dissenting opinion in which the right of a patentee to restrict the conduct of
a licensee in ways unrelated to the invention was flatly denied.
Logically if it is sound public policy to preclude a patentee
from putting restrictio~s upon the bu.y er of emood.iments of
the invention, it hould be equally ound to forbid his putting
such re trictions upon the lessee. (As we have seen the buyer
is as truly a licensee in respect to the monopoly as is a lessee

r

43 8

For a more extended discus ion of this topic see the excellent article

by T. R. Powell in 17 Columbia Law Rev. 663, and that by the author in

15 Michigan Law Rev. 581.
439
247 U. S. 32. It is an wered by implication, also in United States
v. Winslow, 227 U. S. 202. ·
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of the embodiment.) And in view of the tendency of the

court it is very doubtful if such restrictions would be actually

enforced.

RESTRICTIONS BY CONTRACT. Since the patentee, if he opens

his monopoly at all by sale of chattels embodying the patent,

must open it entirely, at least so far as resale price and use are

concerned, and can not protect himself by virtue of his patent,

it becomes a very natural question whether he can restrict the

buyer of such chattels by a valid contract.

In Bement v. National Harrow Co., 440 the issue was whether

a contract between the patentee and his licensee, whereby the

latter agreed not to sell below a stipulated price the chattels

which he should make embodying the invention, was valid and

enforcible. The court held that it was enforcible and did not

contravene the. federal anti-trust statute, (the Sherman Act).

Likewise in Henry v. Dick Co. 441 it was clearly indicated that

the buyer's agreement to use the machine with the seller's ink

only, would be enforcible as a contract. However, these de-
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cisions were so far interwoven with the idea of the patentee's

right to partially release his monopoly, that the basic reason ex-

pressed in the opinions has been removed by the decision in

Bauer v. O'Donnell, supra. The only issue now possible is

whether, regardless of the patent monopoly, or, indeed, with-

out any such monopoly, a seller of goods can, by express con-

tract, restrict the buyer's disposal or use of them.

In Dr.Miles Medical Co. v. Park & Sons -Co., 442 the action

d i r ectryTnvol ved the validity of a contract whereby one pur-

chasing certain chattels from the plaintiff had agreed that he

would not sell below a stated price. No patent right was in-

volved at all. The contract was one of a great number of

similar ones between the plaintiff and other dealers, constitut-

ing "a system of interlocking restrictions by which the com-

plainant seeks to control not merely the prices at which its

agents may sell its products, but the prices for all sales by all

44 <> 186 U. S. 70.

441 224 U. S. i.

44 2 220 U. S. 373-

of the embodiment.) And in view of the tendency of the
court it is very doubtful if such restrictions would be actually
enforced.
RESTRICTIONS BY CONTRACT. Since the patentee, if he opens
his monopoly at all by sale of chattels . embodying the patent,
must open it entirely, at least so far as resale price and use are
concerned, and can not protect himself by virtue of .his patent,
it becomes a very natural question whether he can restrict the
buyer of such chattels by a valid contract.
In Bement v. National Harrow Co.,4 40 the issue was whether
a contract between the patentee and his licensee, whereby the
latter agreed not to sell below a stipulated price the chattels
which he should make embodying the invention, was valid and
enforcible. The court held that it was enforcible and did not
.contrav~ne the .federal ~nti-trust statute, (the Sherman Act).
Likewise in Henry v. Dick Co. 441 it was clearly indicated that
the buyer's agreement to use the machine with the seller's ink
only, would be enforcible as a contract. However, these decisions were so far interwoven with the idea of the patentee's
right to partially release his monopoly, that the basic reason expressed in the opinions has been removed by the -decision in
Bauer v. O'Donnell, supra. The only issue now possible is
whether, regardless of the paJtent monopoly, or, indeed, without any such monopoly, a seller of goods can, by express contract, restrict the buyer's disposal or use of them.
In Dr. Miles Medical Co. v. Park_~ Sons Co., 442 the action
directl mvolyed the validity of a contract whereby one purchasing certain chattels from the plaintiff had agreed that he
would not sell below a stated price. No patent right was involved at all. The contract was one of a great number of
similar ones between the plaintiff and. other dealers, constituting "a system of interlocking restrictions by which. the complainant . seeks to control not merely the prices at which its
agents may sell its products, but the prices for all sales by all
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dealers at wholesale or retail, whether purchasers or sub-pur-

chasers, and thus to fix the amount which the consumer shall

pay. eliminating all competition." The court held that the

fact that the articles were made under a "secret process" did

not _affect_the issue; that the secret itself might be protected

agamstf fraud or breach of contract, but this had nothing to

do with protection relating to specific articles made by the

process. Of the contract itself the court said, "General re-

straint in the alienation of articles, things, chattels, except

when a very special kind of property is involved, such as a

slave or an heirloom, have been generally held void. 'If a

man/ says Lord Coke, in Coke on Littleton, section 360, 'be

possessed of a horse or any other chattel, real or personal, and

give his whole interest or property therein, upon condition that

the donee or vendee shall not alien the same, the same is void,

because his whole interest and property is out of him, so as

he hath no possibility of reverter; and it is against trade and

traffic and bargaining and contracting between man and man.' '
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"The present case is not analogous to that of a sale of good

will, or of an interest in a business, or of the grant of a right

to use a process of manufacture. The complainant has not

parted with any interest in its business or instrumentalities of

production. It has conferred no right by virtue of which pur-

chasers of its products may compete w r ith it. It retains com-

plete control over the business in which it is engaged, manu-

facturing what it pleases and fixing such prices for its own

sales as it may desire. Nor are we dealing with a single

transaction, conceivably unrelated to the public interest. The

agreements are designed to maintain prices, after the com-

plainant has parted with the title to the articles, and to pre-

vent competition among those who trade in them." Accord-

ingly the restriction in the contract was declared void.

This case, together with Bauer v. O'Donnell and those sub-

sequent to it, makes it clear that a patentee can not, even by

contract, preclude one who purchases from him from reselling

or using the chattel as he chooses; at least, if the contract is

dealers at wholesale or retai!, whether purcha ers or sub-purchasers, and thus to fix the amount which the consumer shall
pay eliminating all competition." The court held that the
roce s' did
fact that the articles were made under a "
not affect the issue· that the secret itself might be protected
against fraud or breach of contract but this had nothing to
do with protection relating to specific articles made by the
process. Of the contract itself the court said "General restraint in the alienation of articles- things, chattels except
when a very special kind of property is involved, such as a
slave or an heirloom, have been generally held void. 'If a
man,' says Lord Coke, in Coke · on Littleton section 360, 'be
possessed of a horse or any other chattel, real or per onal, and
give his whole interest or propert) therein, upon co~dition that
the donee or vendee shall not alien the same., the same is void,
because his whole interest and property is out of him, so as
he hath no possibility of reverter· and it is against trade and
traffic and bargaining and contracting between man and man.' "
"The present case is not analogous to that of a sale of good
will, or of an interest in a business, or of the grant of a right
to use a process of manufacture. The complainant has not
parted with any interest in its business or instrumentalities of
production. It has conferred no right by virtue of which purchasers of its products may compete with it. It retains complete control over the business in which it is engaged, manufacturing what it pleases arid fixing such prices for its own
sales as it may desire. Nor are we dealing with a single
transaction, conceiyably unrelated to the public interest . . The
agreements are designed to maintain prices, after the complainant has parted with the tltle to the articles, and to prevent competition among those who trade in them.' Accordingly the restriction in the contract was declared void.
This case, together with Bauer v. O'Donnell and those subp ente can not, ¥en by
sequent to it, makes it clear tha
contract preclude one who urchases om him from esellin
or using the chattel as he chooses; a:t least if the ontra
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one of a number whose tendency is unreasonably to restrain

trade?

one of a number who e tendency i unrea onably to restrain

A single contract, not part of an elaborate attempt to 're-

strain trade, is probably valid. Those which are part of a sys-

tem are held invalid because they unreasonably restrain trade.

A single contract restricting resale or use would hardly be an

unreasonable burden on commerce, and such contracts have, in

fact, been held valid by the courts. 444 Even one of a number of

contracts affecting the resale price has been held valid, when

the restriction affected only a small part of the total commerce

in the articles concerned. 445 One state court has even gone so

far, so late as 1917, as to uphold a wide spreading system of

such contracts. In Ingersoll & Bro. v. Hahne, 446 the issue went

directly to the validity of a contract precluding dealers in In-

gersoll watches from selling at a price of less than $1.35. "On

443 Accord, United States v. Kellogg, etc. Co., 222 Fed. 725 ; Ford Motor

Co. v. Union Motor Co., 244 Fed. 156; Hill Co. v. Gray & Worcester, 163

Mich. 12 ; Compare, Ford Motor Co. v. B. E. Bobne Co., 244 Fed. 335 ;
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16 Michigan Law Rev. 127.

- Contra, Ingersoll & Bro. v. Hahne & Co., 88 N. J. Eq. 222, 101 Atl. 1030.

The federal statutes, 38 Stat. 730, make it unlawful for any person en-

gaged in interstate commerce to sell, or contract to sell, or lease, any

goods, whether covered by patent or not, on condition that the buyer or

lessee shall not use goods of a 'competitor, etc.

A
ntra , n t art f an elaborate attempt to'retrain trade i probably valid. Tho e which are part of a sy tern are held invalid becau e they unreasonably re train trade.
A irigle contract re tricting re ale or u e would hardly be an
unrea onable burden on commerce, and uch contracts have in
fact, been held valid by the court .444 Even one of a number of
contracts affecting the re ale price ha been held valid, ''hen
the restriction affected only a mall part of the total commerce
in the articles concerned. 445 One state court has even gone o
far, so late as 1917, a to uphold a wide spreading system of
such contract . In Ingersoll & Bro. v. Hahne, 446 the issue went
directly to the validity of a contract precluding dealer in Ingersoll watche from elling at a price of less than $r.35. 'On

Although such a system of contracts makes them illegal and, hence,

unenforcible, it has been held by a lower court, at least, that it is not a

criminal offense for a manufacturer, not acting in concert with other

manufacturers, to enter into such contracts. United States v. Colgate &

Co. 253 Fed. 522. But see the implied limitation on this in United States

v. Colgate & Co., 39 Sup. Ct. Rep. 465 (June, 1919).

Since the foregoing was written the Supreme Court, in United States v.

A. Schrader's Sons, Inc., 64 Law Ed., has "distinguished" the Colgate case

on the ground that the Colgate Co. did not make contracts that its cus-

tomers would not resell below the stipulated price, but only refused to

sell to those who would not adhere to the fixed price. In the Schrader's

Sons case the making of such contracts was held to be criminal.
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the argument there was, and in counsel's brief there is, a long

discussion as to whether the contract against price cutting,

evidenced by the notice, is contrary to public policy, and de-

fendant relies upon cases in the supreme court of the United

States. I am now considering the public policy of the State

of New Jersey as distinguished from any public policy of the

United States. Unless the article is the subject of interstate

commerce, I am not bound by the opinions of the supreme

court of the United States. They are entitled to great weight

and careful consideration, but it must not be overlooked that

the effect of the case of Motion Picture Patents Co. v. Uni-

versal Film Co., decided April Qth, 1917, is a complete re-

versal of Henry v. Dick 224 U. S. i. To consider in detail

the reasoning of the court in the very numerous cases which

have been decided bearing upon this question would unduly ex-

tend this opinion. Suffice it to say, that after careful con-

sideration, I have come to the conclusion that upon the general

proposition, I agree with the dissenting opinion of Mr. Justice
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Holmes in Dr. Miles Medical Co. v. John D. Parks & Sons Co.,

220 U. S. (at p. 411)." Accordingly, the contracts were held

to be valid and enforcible.
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