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HPHE power of Congress to enact valid legislation on the substantive
law of trade-marks has often been questioned upon constitutional
grounds. Any power that Congress may have in this field is derived
from the commerce clause of the Constitution;1 but in American Trading
Co.

v.

Heacock

Co., Chief Justice Hughes
commerce clause, has no

stated: ".

.

.

the

Congress,

upon the
decided in 1932
and turned on the power of Congress to legislate for the Philippines;
therefore, Chief Justice Hughes' statement was pure dictum.
There can be no doubt that since 1932 the Supreme Court has given
a much broader interpretation to the power of Congress under the com
merce clause of the Constitution.3 In the light of the more recent cases,
particularly cases involving labor legislation, it is believed that the
Court will not deny to Congress the power to legislate upon the substan
tive law of trade-marks under the commerce clause. Since 1932 there
has been a complete change in the membership of the Supreme Court

by

virtue of the

substantive law of trade-marks.

.

.

power to

."2 This

legislate

case was

and

certainly the present membership does not follow the view of Chief
Justice Hughes with regard to the limitations upon the power of Congress
to regulate and control interstate commerce.
The Lanham Trade-Mark Act4 is based squarely upon the power of
Congress to regulate interstate and foreign commerce and the constitu
tional questions were thoroughly discussed and considered in hearing
tB.S., Catholic University of America (1929); LL.B., Georgetown University (1933);
Member of the Bar of the District of Columbia and of the States of New York and

Michigan ; Special Assistant to the Attorney General of the United States ; author of TradeMarks and Restraints of Trade (1944) 32 Georgetown L. J. 462.
The views expressed in this article are those of the author and do not reflect the position
or viewpoint of the Department of Justice.
\See Trade-Mark Cases, 100 U. S. 82, 9S (1879).
"285 U. S. 247, 256 (1932).
"U. S. Const. Art. I, � 8.
4Pub. L. No. 489, 79th Cong., 2d Sess. (July 5, 1946).
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The report of the Senate Committee on Patents on the
can be no doubt under the recent decisions
of the Supreme Court of the constitutionality of a national act giving
substantive as distinguished from merely procedural rights in trade

and debates.

Lanham Bill states: "There

marks in

Congress has plenary power."5 We will,
constitutionality of the Lanham Act and this
discuss only the scope and interpretation of the Act.

commerce over

therefore,

which

the

assume

memorandum will

Background

of

Trade-Mark Law

The law of trade-marks is a part of the law of unfair competition6
and any substantive rights in a trade-mark have under prior Federal
Acts been based on the rights afforded by the common law. Heretofore,

rights have been acquired only by adoption and use of a
right has been co-extensive with the use.
Registration of a trade-mark under the Trade-Mark Act of 19057
neither enlarged nor abridged the common law rights in the registered
mark. The 1905 Act merely provided for the registration of trade
marks, which, without the Act, would be entitled to legal and equitable
protection under common law principles.8 Registration under the Act
of 1905 did not conclusively establish either ownership of the mark or
its validity and did little more than assure the owner of a registered
trade-mark

mark and the

trade-mark of

tion of

access

to the Federal Courts and

a

rebuttable presump

ownership.

The Act of 1905 offered little in the way of protection for substantive
rights and there was no great incentive to register trade-marks. Many
important marks were never registered and consequently the register
set up by the 1905 Act is woefully incomplete. A manufacturer or mer
chant who wished to adopt a trade-mark for his goods could not posi
tively assure himself that the mark had not previously been chosen
by others. Since the common law right to a mark is dependent upon

priority of adoption and use, the selection of a new trade-mark neces
sarily involved a gamble that that particular mark had not been previ
ously adopted and used by another. Therefore, after popularizing and
advertising the mark, the newcomer might lose all rights to use it as
well as incur heavy liability.
The Federal laws relating to trade-marks consisted of a number of
eSen. Rep. No. 1333, 79th Cong., 2d Sess. (1946) S.
"United Drug Co. v. Rectanus Co., 248 U. S. 90, 97 (1918).
733 Stat. 724 (190S), IS U. S. C. �� 81-109 (1940).
"Beckwith

v.

Commissioner of

Patents,

252 U. S. 538

(1920).
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treaties, designed to meet particular problems rather
than to carry out any comprehensive, consistent plan or policy. Because
of uncertainty as to the power of Congress to legislate with reference
to trade-marks, even these acts were limited to procedural rather than
substantive matters. The tremendous expansion of business in recent
years, with national advertising and national distribution demonstrated
the inadequacy of existing laws and highlighted the need for compre
separate

and

acts

hensive Federal treatment of trade-marks.
The deficiencies of

recognized
Patents

on

existing

law and the need for

new

legislation

were

and summed up in the Report of the Senate Committee
the Lanham Act which states:

on

"The theory once prevailed that protection of trade-marks was entirely a
State matter and that the right to a mark was a common-law right. This theory
was the basis of previous national trade-mark statutes.
Many years ago the
Supreme Court held and has recently repeated that there is no Federal common
law.

It is obvious that the States can change the common law with respect to
trade-marks and many of them have, with the possible result that there may
be as many different varieties of common law as there are States. A man's
rights in his trade-mark in one State may differ widely from the rights which he
enjoys in another.
"However, trade is no longer local, but is national. Marks used in interstate
It would seem as if
commerce are properly the subject of Federal regulation.
national legislation along national lines securing to the owners of trade-marks
in interstate commerce definite rights should be enacted and should be enacted
now.

"There

can be no doubt under the recent decisions of the Supreme Court of
constitutionality of a national act giving substantive as distinguished from
merely procedural rights in trade-marks in commerce over which Congress has
plenary power, and when it is considered that the protection of trade-marks is
merely protection to goodwill, to prevent diversion of trade through misrepre
sentation, and the protection of the public against deception, a sound public
policy requires that trade-marks should receive nationally the greatest pro

the

tection that

can

be

given them."9
The Lanham Act

In its

report

listed the
"1.
"2.
"3.

on

following
To

the Lanham
as

the

Act, the Senate Committee
major purposes of the Act:

put all existing trade-mark

statutes in

a

single piece

on

of

Patents

legislation.

To carry out by statute our international commitments.
To modernize the trade-mark statutes so that they will conform to
.

.

present-day business practice.
"4. To remedy constructions of the present acts which have in
stances obscured and perverted their original purpose.

.

legiti

mate

.

'See note S supra.

.

.

several in
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"5. Generally to simplify trade-mark practice, to secure trade-mark owners
the goodwill which they have built up, and to protect the public from imposition
by the use of counterfeit and imitated marks and false trade descriptions."10

Congress was concerned only with trade
competition generally and Section 46(a)

This statement indicated that
marks and not with unfair

specifically provides

that:

".
nothing contained in this Act shall be
modifying, or repealing any statute in force
.

.

which does not relate to trade-marks.

However,

in

expanding the
rights

extended and different

.

.

construed
on

as

limiting, restricting,

the effective date of this Act

."u

providing for new,
necessarily affects
example, the Miller-

law of trade-marks and
in

the Act

trade-marks,
rights which flow from trade-mark rights. For
Tydings Act12 and many state fair trade laws permit a trade-mark owner
to fix resale prices for products bearing the mark. Extending trade
mark rights to related companies, and providing for certification marks,
collective marks and concurrent registrations, will of necessity affect
the operations of these acts.
The Lanham Act specifically states the intent of Congress is to exer
cise all of the power which it may have to legislate on the substantive
law of trade-marks. Section 45 provides:
other

"The intent of this Act is to regulate commerce within the control of Congress
by making actionable the deceptive and misleading use of marks in such com
merce; to protect registered marks used in such commerce from interference
by State or Territorial legislation; to protect persons engaged in such commerce
against unfair competition; to prevent fraud and deception in such commerce
by the use of reproductions, copies, counterfeits or colorable imitations of regis
tered marks; and to provide rights and remedies stipulated by treaties and
conventions respecting trade-marks, trade-names and unfair competition entered
into between the United States and foreign nations."

In the

same

section "commerce" is defined

as

"all

commerce

which

be

regulated by Congress."
meaning of this statement of legislative intent was the
of
discussion
subject
during the hearings which preceded the passage
of the Act. As early as 1938 various bills were presented and considered
by the Congress. In the hearings on one group of these bills,13 it was
may

lawfully

The scope and

"Ibid.
uSee note 4 supra; unless otherwise provided, all subsequent references to sections by
are sections of the Lanham Act.

number

"50 Stat. 693 (1937), 15 U. S. C. � 1 (1940).
MH. R. 102, 77th Cong., 1st Sess. (1941); H. R. 5461, 77th Cong., 1st Sess.
S. 895, 77th Cong., 1st Sess. (1941), hereinafter referred to as "the 1941 Bills".

(1941);
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suggested

that the broad statement of

legislative intent be deleted. The
opposed any such deletion with

United States Trade-Mark Association

the

following

statement:

"It is our belief that by now striking this statement a dangerous inference might
be created to the effect that the belated deletion of this language would indicate
an intention on the part of Congress to permit the various states to interfere
with nationally registered trade-marks in any way which is not expressly pro
hibited by other sections of the Act. This interpretation might for example
permit the taxing of such trade-marks by the states or the imposition of other
burdens and conditions upon the use of such registered marks. This would be
contrary to the fundamental purpose of the Bill and would also lose sight of the
fundamental principle of constitutional law that concurrent jurisdiction over
commerce between the Federal Government and the states exists only to the
extent that such jurisdiction is not exclusively appropriated and exercised by
the Federal Government. It seems to be entirely proper, therefore, that the
intention of Congress to exclude the state governments from any interference
with the use of registered marks in interstate commerce should be unequivocally
declared in the Act."14

Congress

has

unmistakably shown

its intent to exercise its full power
foreign commerce and since

trade-marks used in interstate and

over

Congressional power is plenary, the Lanham Act supersedes all state
affecting trade-marks, used in interstate and foreign commerce.
how
far this exercise of the commerce power of Congress affects
Just
In one of the most
or supersedes state laws is difficult to determine.
the

laws

recent cases

the extent of the

on

Wrightwood Dairy Co.,
"The

the

commerce

Supreme

power,

United States

v.

Court stated:

power is not confined in its exercise to the regulation of com
merce among the states.
It extends to those activities intrastate which so
affect interstate commerce or the exertion of the power of Congress over it,
as

commerce

to make

mate

regulation of them appropriate means
end, the effective execution of the granted

to the attainment of a

power to

legiti
regulate interstate

commerce."15

The

clause of the Constitution has been construed liberally
increasingly broadened its construction. In United
States v. Darby,16 it was held that goods designed for interstate com
merce are subject to the power of Congress prior to the actual trans
portation of such goods, and Cloverleaj Butter Co. v. Patterson11 broadcommerce

and the courts have

uHearings before

the Subcommittee

S. 895, 77th Cong., 1st Sess. (1941)
"315 U. S. 110, 119 (1942).
"312 U. S. 100 (1941).
"315 U. S. 148 (1942).

on

126.

Trademarks

on

H. R.

102, H. R. S461 and

The Georgetown Law
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use

in the

The

commerce.

manu

Cloverleaf

also held that "the scope of Congressional power is such
that it may override the exercise of state power and render impossible
its application to petitioner's manufacturing processes."18
The breadth of the stated legislative intent and the breadth of the
Butter

case

power of Congress to regulate commerce indicates that state law will
not be permitted to reduce, abridge or affect the rights acquired by
registration under the Lanham Act. Thus, except as specifically pro
vided in the
statutes of

a

Act, trade-mark rights acquired under
particular state could not be exercised

the
to

common

prevent

law

or

or

inter

fere with the use, in interstate commerce, of a mark registered under
the Lanham Act.
It would also seem that the owner of a mark registered under the
Lanham Act could prevent the use of a mark acquired under state law
after the effective date of the Act; the statement of intent "to protect
persons engaged in such commerce against unfair competition"19 and
"to prevent fraud and deception in such commerce"20 seems broad

enough

to achieve this result.

The Fifth Amendment prevents Congress from appropriating or de
stroying the property rights in trade-marks where the rights were law
fully acquired prior to the passage of the Lanham Act. Section 49 pro

"nothing herein shall adversely affect the rights or the enforce
of rights in marks acquired in good faith prior to the effective
date of this Act." Construed in the light of the broad Congressional
intent, this seems to mean that the Act shall not destroy statutory or
common law trade-mark rights acquired prior to the Act, but that any
such rights acquired after the Act takes effect will be subject to the terms
of the Lanham Act.
Section 22 provides that registration of a mark on the principal regis
ter or under the Act of 188121 or the Act of 1905 "shall be constructive
notice of the registrant's claim of ownership thereof"; this constructive

vides that
ment

notice is also effective to prevent the acquisition of common law rights
in derogation of rights of an owner of a registered mark after the effec

tive date of the Act. While protecting previously acquired
tion 49 limits the rights under a common law or statutory
wld. at 154.

"See

note 4

supra at � 45.

"Ibid.
ffl21 Stat. 502 (1881).

rights, Sec
trade-mark,
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acquired prior to the effective date of the Act, strictly to the territory
and the goods with which such a mark has been used. Common law or
statutory extensions of such rights can be acquired only subject to the
provisions of the Lanham Act. The proviso in Section 33(5) confirms
this interpretation.
Despite the breadth of the Lanham Act, the relationship between
state and federal law is by no means clear. The Act relates specifically
to trade-marks and provides for exclusive rights in such marks. How
ever, trade-mark law is only one phase of the more comprehensive law
of unfair competition and actionable unfair competition can exist with
or without trade-mark infringement. Unfair competition is a matter for
state law and in Fashion Originator' s Guild v. Federal Trade Commis
sion, the Supreme Court, referring to the tort of unfair competition, said:
whether or not given conduct is tortious is a question of state
".
.

.

"22

law

Actionable unfair competition may include a number of acts other
or in addition to trade-mark infringement.
Copying of designs,
dress of goods, packaging, misleading advertising, vexatious litigation
and a host of other acts may constitute unfair competition; many, if
not most, trade-mark infringement cases include charges of unfair com
than

petition.
the

In Hanover Star

essence

Milling

Co.

of the wrong in trade-mark

Metcalj, the
infringement

v.

Court said that

".
consists in the sale of the goods of one manufacturer or vendor for those
of another, (citing cases)
"This essential element is the same in trade-mark cases as in cases of unfair
competition unaccompanied with trade-mark infringement. In fact, the common
law of trade-marks is but a part of the broader law of unfair competition."23
.

.

The Lanham Act is

apparently

limited in its

operation

to trade-marks

and the statement of intent to protect marks from interference by state
legislation is limited to "registered marks", that is, to marks registered
under the Lanham Act

or under the Act of 1881 or the Act of 1905.
The Lanham Act does not remove unfair competition generally from
the operation of state law and the application of state law to unfair
competition cases is therefore a requirement of constitutional law.24 The
state law of unfair competition could not abridge or diminish the rights

of

a

trade-mark

common

owner under the Lanham Act but the extent to which
law concepts control the unfair competition charges in litiga-

"312 U. S. 457, 468 (1941).
23240 U. S. 403 , 413 (1916).
"?Erie R.R.

v.

Tompkins,

304 TJ. S.

64, 77, 78 (1938).
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is

infringement,

left

Prior

Legislation
exceptions, the Lanham Act specifically repeals
all existing Federal laws relating to trade-marks; but the repeal of these
former acts does not affect the validity of marks registered under them.25
The exceptions to this general repeal of existing law relate exclusively
to (1) pending litigation, (2) pending applications for registrations,
and (3) three specific matters, the Boy Scouts, the Red Cross and coat
With certain limited

of

arms

of the Swiss Confederation.26

Existing registrations under the Act of 1881 or the Act of 1905 con
tinue in full force and are subject to and receive the benefits of the pro
visions of the Lanham Act with the exception of Sections 8, 12, 14
and 15.27 Sections 14 and 15 of the Lanham Act relate to incontest
ability

and the benefits of these sections become available to the
under the Act of 1881

of marks

registered
republication of such marks

under Section

Registration Under

the

or

the Act of 1905

owners

only by

12(c).
Lanham Act

The Lanham Act

provides for two registers, a principal register corre
registers under the Acts of 1881 and 1905, and
sponding roughly
a supplemental register corresponding roughly to the register under the
to the

Act of 1920.
The Principal Register

Registrable

Marks

Section 2 of the Lanham Act

provides that "no trade-mark by which
the goods
applicant may be distinguished from the goods of others
shall be refused registration on the principal register on account of
its nature" with certain specified exceptions. Many of these exceptions
are carried over from Section 5 of the 1905 Act, but this section of the
Lanham Act introduces a number of important new considerations.
Under Section 5 of the 1905 Act, marks consisting of or comprising
immoral or scandalous matter are not registrable. Section 2(a) of the
Lanham Act broadens this prohibition to marks consisting of or com
prising deceptive and disparaging matter. It also provides for refusing
of the

^See

note 4 supra at � 49.
"Id. at �� 46, 47(a), 48.
"Id. at � 46(b).
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registration of marks which consist of or comprise "matter which may
disparage or falsely suggest a connection with persons, living or dead,
institutions, beliefs, or national symbols, or bring them into contempt,
This broad language leaves a wide field of uncertainty.
or disrepute."
For example, no tests are laid down for determining when the use of
the name of an historical character may "disparage" or "falsely suggest
a

connection with" said character.

hearings on a predecessor bill28 suggest a test for a mark which
"disparage". It was suggested that "Abraham Lincoln" on gin
would be disparaging while "George Washington" on coffee would not.
The name "George Washington" has been used as a trade-mark and
The

may

whether

or

not the

President would

use

seem

of this

name

suggests

to determine the

a

connection with the first
of the mark. Pre

registrability

sumably, so long as the mark does no more than use the name, it would
"suggest a connection".
No definition is given for the terms "institutions" and "beliefs" and
these two terms might mean almost anything. The word "institution"
is used in Section 5(b) of the 1905 Act, but there the context indicates
that it is used in the sense of an organization, club or society, while in
the Lanham Act the word may have an entirely different meaning.
Section 2(b) of the Lanham Act prohibits registration of a mark
not

which:
"consists of or comprises the flag
United States, or of any State or
any simulation thereof."

or

coat

of

Section 5(b) of the Act of 1905 as amended
contains this same language and adds:
"or of any

arms

municipality,

or

or

other

of any

insignia of the
foreign nation, or

by Act of January 8, 191329

picture that has been or may hereafter be adopted by
emblem, or of any name, distinguishing mark, char
or banner adopted by any institution, organization,
club, or society which was incorporated in any State in the United States prior
to the date of the adoption and use by the applicant: Provided, That said name,
distinguishing mark, character, emblem, colors, flag, or banner was adopted and
publicly used by said institution, organization, club, or society prior to the date
of adoption and use by the applicant."
design

or

any fraternal society as its
acter emblem, colors, flag,

Omission of this additional

language

from the Lanham Act

etc. in the same

places clubs, fraternities,
organization. The names, emblems,

etc. of such

*H. R. 4744, 76th Cong., 1st Sess. (1939) 19.
"37 Stat. 649 (1913), IS U. S. C. � 85 (1940).

presumably
private
organizations may be

category

as

any other
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under the terms of Section 2(d)
registering the same or similar

and do not per se prevent another from
name or emblem.

One of the purposes of the Lanham Act is to encourage registration;
therefore, the elimination of names, emblems of clubs and fraternities
as a bar to registration would have that effect. As in the case of corpo
rate names discussed below, the mere adoption of a name or emblem
does not preclude another from securing exclusive trade-mark rights in
the same or similar name or emblem. Only when the name or emblem

corporation, club, fraternity or the like, protect
against exclusive appropriation as a trade-mark
and
by another;
only when a trade-mark is registered is it adequately
protected.
Under the 1905 Act no portrait of any living individual or deceased
is

a

the

trade-mark,

name

can

a

emblem

or

President could be used without the consent of such individual

widow of such

and Section

or

of the

of the Lanham Act broad

President,
2(c)
prohibition to include a name or signature as well as portrait.
This prohibition raises some peculiar questions. Any number of persons
may have the same name and whether a particular name identifies a
particular living individual is a question of fact. Similarly, different
individuals having identical names may have substantially indistinguish
able signatures, and here again there would be a substantial question
of fact. Presumably this section of the Act will have to be construed
in a reasonable manner so that, unless the name or signature points
unmistakably to a particular living individual or deceased President,
ens

no

this

consent will be necessary.

A

name

like "Franklin Delano Roosevelt"

may be regarded as pointing inevitably to the late President and there
fore requires the written consent of his widow, while a combination of

would not so unmistakably point to a particular indi
require written consent.
Article 2 (d) makes unregisterable a mark which "consists of or com
prises a mark which so resembles a mark registered in the Patent Office
or a mark or trade-name previously used in the United States by an
other and not abandoned, as to be likely, when applied to the goods of
the applicant, to cause confusion or mistake or to deceive pur
chasers.
." Under this section, marks owned or acquired under the
more

usual

names

vidual such

.

to

as

.

common

law

grounds

for refusal of

or

statutes of

a

state would appear to constitute sufficient
a mark on the principal
register

registration of

of the Lanham Act and would also constitute

under Section

13,

or

grounds for opposition

cancellation under Section 14.

However,

once

a

mark is
law
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or

registered

under the Lanham

statutory trade-mark rights

tered mark

as

provided

Act, previously acquired common
only effective against the regis

are

in the Act. The extent to which

a common

law

statutory mark can be the basis for cancellation or a defense
to a suit for infringement of a mark registered under the Lanham Act,
will be hereinafter discussed in detail.
Section 2 (d) of the Lanham Act also substitutes a new test for "mer

or

state

chandise of the same descriptive properties" of Section 5(b) of the
1905 Act. Under the Lanham Act the test is likelihood of confusion,
mistake or deception of purchasers. The Lanham Act is thus an enact
ment of the common law considerations and tests which have heretofore
been

applied by the courts.
2(e) and 2(f) constitute probably

Sections

the most

innovations contained in the Lanham Act insofar

as

important
registrability is

2(e) denies registrability to marks which are
(1) "merely descriptive or deceptively misdescriptive," (2) "primarily
geographically descriptive or deceptively misdescriptive" or (3) "pri
marily merely a surname". But Section 2(f) permits registration of
marks which would otherwise be unregistrable under 2 (e) if such marks
have "become distinctive of the applicant's goods in commerce".
There is conflict between Sections 2(a) and 2(e) which becomes
important in view of Section 2(f). Section 2(a) declares "deceptive"
marks unregistrable and Section 2(e) declares "deceptively misdescrip
tive" and "geographically
deceptively misdescriptive" marks unregis
trable. Under Section 2(f) marks unregistrable under 2(e) may become
registrable while those unregistrable under 2(a) may not.
The term "deceptively misdescriptive" in (1) and (2) of Section 2(c)
30
was not in H. R. 5461,
a predecessor bill to the Lanham Act, and was
added by amendment. Apparently the purpose of the amendment was
to permit registration of merely misdescriptive marks while prohibiting
registration of misdescriptive marks which are deceptively so. In the
hearings on the 1941 Bills, which included H. R. 5461, this matter was
considered and the mark "Ivory" for soap was cited as an example. The
mark is clearly misdescriptive yet no one would be deceived into be
lieving that soap bearing that mark is composed of ivory.
However, the fact that marks unregistrable under 2(e) may become
registrable under 2(f) seems to have received little or no consideration.
The intent of Congress to prevent fraud and deception in the use of
concerned.

Section

.

77th

Cong.,

1st Sess.

(1941).

.

.

The Georgetown Law
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throughout the Act and the hearings relating to the
term "deceptively misdescriptive" in Section 2(c) indicate that decep
tion was not to be permitted. In view of the apparent Congressional
intent it would, therefore, appear that a mark which is misdescriptive
so as to deceive purchasers would be unregistrable under Section 2(a)
and would not become registrable under Section 2(f). Thus, "Gold
Dust" would not be "deceptively" misdescriptive when applied to a
cleaning powder, while a mark containing the word "gold" would be
deceptively misdescriptive if applied to jewelry, fountain pens, etc., con
taining no gold.31
In interpreting the meaning of "deceptive" in Section 2(a), "decep
tively misdescriptive" in Section 2(e) (1) and "geographically
deceptively misdescriptive" in Section 2(e) (2) it is necessary to con
sider Section 43(a) which makes actionable the use of "a false designa
tion of origin, or any false description or representation, including words
or other symbols tending falsely to describe or represent
." any goods
or services, and Section 43(b) which prohibits the importation of goods
marks is apparent

.

.

marked

or

.

.

.

labeled in contravention of the former section.

Section 43

reemphasizes the intent of Congress to prohibit the registration or use
of deceptive marks of all types and may serve to prevent "deceptively
misdescriptive" and "geographically
deceptively misdescriptive"
marks from becoming registrable under Section 2(f).
Under Section 1 only marks "used in commerce" are registrable and
Section 43 makes unlawful the use of "a false designation of origin
or any false description or representation" in commerce. The use of a
deceptively misdescriptive or geographically deceptively misdescriptive
mark in commerce would be an unlawful use and a court of equity would
hardly permit exclusive rights to be predicated upon an unlawful prac
tice. The word "deceptively" was introduced into Section 2(e) so as
to permit registration of marks which are merely misdescriptive but not
deceptively so and the clear intent of Congress and the principles of
equity would seem to prevent deceptive marks from becoming registrable
under Section 2(f).
Section 2(e) makes unregistrable marks which are "merely" descrip
tive and this is no more than a clarification and linguistic improvement
over Section 5(b) of the 1905 Act. After the Lanham Bill had passed
the House, the word "merely" was deleted by the Senate and had this
deletion stood, many marks now registrable as "suggestive" would have
.

.

.

^See C. C. H. Trade Reg. Serv. (9th ed. 1942) fl 6620.283

et seq.
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unregistrable. However the House refused to accept the
deletion and the word "merely" was reinserted by the joint committee
of the House and Senate. This shows an intent on the part of Congress
to continue in effect the present law with respect to the registrability
of descriptive marks.
Under present law, a mark is unregistrable as descriptive only if as
a whole, it is descriptive32 and only if it is nothing more than descrip
tive.33 A descriptive word may be registrable if it is used other than in
its primary descriptive meaning. If the public understands it because
it is used in a non-descriptive sense, or because it has already acquired
secondary meaning, a descriptive word is entitled to registration. The
mere acts of appropriation and use, however, do not create any exclu
sive rights to the descriptive word.
Section 5(b) of the 1905 Act denies registration to marks which were
"merely a geographical name or term" and under Section 2(e) of the
Lanham Act, marks which are "primarily" geographical are unregis
trable. This change of wording shows that Congress intended a differ
ence in meaning and it seems that the change expands registrability.
A word may be "merely a geographical name or term" but, under the
Lanham Act, so long as its geographical significance is secondary, it
would be registrable under Section 2(e).
Section 2(e) (3) denies registrability to a mark which is "primarily
merely a surname," and this represents a substantial change from the
1905 Act which provides that "the name of an individual, firm, corpo
ration, or association" is not registrable.34 The term "surname" applies
only to individuals. Corporate names are thus no longer in and of
themselves grounds for refusal of registration. Under the 1905 Act,
many corporations filed copies of their charters in the Patent Office
and thereby prevented the registration of many valuable trade-marks.
Under the Lanham Act, this cannot be done. Only trade-mark use of
a corporate name is sufficient to
prevent registration.
The word "primarily" in Section 2(e) (3) is also of importance and
did not appear in the 1905 Act. The word "primarily" indicates that,
to be unregistrable, the mark must be
recognized by the public as a
surname
that is, as identifying an individual rather than as a mark
identifying good will. In other words, it would appear that even a sur-

probably

been

�

"In

re

American

Cyanamid,

99 F.

(2d) 964 (C. C. P. A. 1938).

�"Hercules Powder Co. v. Newton, 266 Fed. 169 (C. C. A. 2d, 1920).
**33 Stat. 726 (1905), IS U. S. C. � 85 (1940).
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of merchandise

rather than an individual.
Section 2(f) is designed and intended to afford registrability for the
so-called "secondary meaning" marks. Marks may, when adopted, be
descriptive, misdescriptive, geographical or surnames, but may lose their

identify a particular source of mer
chandise. An attempt was made to provide for such marks in the tenyear proviso of Section 5 of the 1905 Act, but this proviso was static
and made no allowance for marks which would acquire a secondary
meaning and become distinctive after passage of the Act. The Lanham
Act recognizes that manufacturers and merchants may adopt marks
which are originally descriptive, misdescriptive, geographical or sur
names, therefore not subject to exclusive appropriation, but that through
long and exclusive use these marks may come to indicate unmistakably
to the purchasing public a particular manufacturer or merchant. Such
marks in fact lose their original significance and become true trade
marks, and Section 2(f) provides for their registration.
Section 2(f) provides that marks unregistrable under Section 2(e),
that is, descriptive, geographical, misdescriptive and surname marks,
may be registered if they become "distinctive of the applicant's goods
in commerce", and that the Commissioner may accept as evidence of
distinctiveness "proof of substantially exclusive and continuous use"
of the mark for the five years next preceding application for registration.
This section thus makes distinctiveness the test for registrability, and
renders proof of continuous and exclusive use evidence of distinctiveness
original significance

and

come

to

which the Commissioner may accept.
Section 2(f) gives the Commissioner wide latitude with respect to the
registration of descriptive, geographical, misdescriptive and surname
marks. The Commissioner

can

determine the character and quantum of

necessary to show exclusive and continuous use, and even then
he is not required to accept proof of such use as proof that the mark

proof

Presumably, much of the uncertainty inherent in this
section will be covered by rules or regulations which the Commissioner
is authorized to issue by Section 41 of the Act.
is distinctive.

Concurrent
Section
".

Registrations
2(d) of the Lanham

Act

provides:

That the Commissioner may register as concurrent registrations the same
or similar marks to more than one registrant when they have become entitled
to use such marks as a result of their concurrent lawful use thereof in com
merce.
."
.

.

.

.
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The purpose of this concurrent

registration section is

to

provide

for

situations which arose prior to the Lanham Act, but which cannot very
well arise after the Lanham Act becomes effective.
Under the 1905 Act, there was little incentive to register; hence the
trade-mark

thus,

in

register was far from complete.
good faith, adopt the same mark for

Two manufacturers could

the

same

product

in differ

sections of the country. Under the common law, each would obtain
exclusive rights coextensive with his trade.35 Under the 1905 Act only
the first of the two users could register, although the substantive rights
ent

of

each

fixed

were

by the

common

law

and

were

unaffected

by

registration.
The Lanham

Act, by offering important substantive rights to regis
trants, gives
registration. In addition, registration
is made constructive notice of the registrant's claim of ownership.36
It is to be expected that substantially all trade-marks will be registered,
so that the innocent adoption of a mark already in use by another will
be a practical impossibility. The one who first adopts and registers a
mark obtains exclusive rights throughout the United States, so that
conflicting local rights can hardly arise.
Before concurrent registrations may be granted, several conditions
a

real inducement for

must exist:

(1)
(2)

The concurrent

use

The concurrent

use

must be lawful.

precede "any of the filing dates of the
applications involved".
(3) Confusion, mistake or deceit of purchasers must be unlikely to
must

result from continued
to

the mode

such

use

"under conditions and limitations as
in connection with which

place of use or the goods
registrations may be granted".37
or

An

infringing use of a mark would presumably not be a lawful use;
registration is evidence of exclusive ownership throughout
the United States, no one could begin concurrent lawful use of a regis
tered mark. The Lanham Act goes further and requires that the con
current use must precede any filing date involved. The filing of an appli
cation thus cuts off the possibility of having another obtain concurrent
rights.38 The Lanham Act thus not only encourages registration, but
encourages the utmost promptness in applying for registration.
and,

since

"Hanover Milling Co. v. Metcalf, 240 TJ. S. 403 (1916).
""See note 4 supra at � 22.
"Id. at � 2(d).
**Ibid.
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The concurrent registration provisions of Section 2(d) contemplate
that concurrent registrations be so limited as to mode, place or goods as
to prevent confusion, mistake or deceit. Thus not only must the Com
missioner find that continued concurrent

fusion,

mistake

"shall be

or

prescribed

of the concurrent

deceit when

so

use

limited,

is not

but the

likely to
specific

cause con

limitations

in the grant of the concurrent registrations." Each
registrations will be so limited as to territory or

product that confusion and conflict will be prevented.
Section 2(d) provides for notice and hearing in concurrent registra
tion cases, and Section 18 requires the Commissioner to "determine
and fix the conditions and limitations provided for" in Section 2(d).
Section 19 authorizes the Patent Office to consider the equitable prin
ciples of laches, estoppel and acquiescence so that an extensive hearing
in the Patent Office is assured. In a speech before the Association of
National Advertisers in Atlantic City on September 30, 1946, Commis
sioner Ooms pointed out that this concurrent use provisions possessed
the advantage of affording a means for determining these conflicting
rights in the Patent Office without the need for protracted and costly

litigation.39
Experience

in patent and trade-mark
proceeding will

that this Patent Office

inter-partes practice indicates
probably neither simplify nor

cheapen the conflicts inherent in concurrent use cases. The Patent
Office proceeding is essential for the protection of rights, but it will
probably involve an additional rather than an alternative forum. The
fact that the Patent Office can neither determine questions of infringe
ment nor consider issues of unclean hands will make its inter-partes
determinations fragmentary at best.
Service Marks
Under the 1905

goods;

no

Act, registration was limited to
provision was made for the registration

trade-marks used

on

of trade-marks used

in connection with services.
the
as

registration

Section 3 of the Lanham Act provides for
of service marks. Such marks are defined in Section 45

follows:
"The term 'service mark' means a mark used in the sale or advertising of
services to identify the services of one person and distinguish them from the
services of others and includes without limitation the marks, names, symbols,
titles, designations, slogans, character names, and distinctive features of radio
or other advertising used in commerce."
'N. Y. Times, Oct. 1, 1946, � 1, p. 31.
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the 1941 bills, proponents of the Lanham Act
pointed out that the definition of service marks was drawn to protect,
among other things, radio slogans and parts of advertisements. The
service mark thus comprehends a new type of "mark", audible rather
than visible, which exists apart from any physical object. The service
In the

hearings

on

provides a wide area for litigation
rights in such things as slogans and "dis
tinctive features" between one rendering radio or advertising services
and the manufacturer or merchant who employs those services in the
advertising of his products.
The limitations on registrability contained in Sections 2(a), (b), (c),
(d) and (e) apply to service marks. Section 3 adds the further qualifica
tion that service marks shall not be entitled to the protection afforded by
the Act "when used so as to represent falsely that the owner thereof makes
or sells the goods on which such mark is used." As defined in Section 45,
a service mark need not be used on "goods", but Section 3 apparently
contemplates that such a mark may at times be applied to goods if it
be so used or applied as to indicate that it identifies a service rather
than the source of the product.
In situations involving service marks for services employed to adver
tise a product, it will be essential that registrations are clearly in accord
with the rights of the parties and that the service mark is properly used
in connection with the product. The identification and association be
tween a radio personality and the manufacturer whose product he adver
tises necessitates the exercise of extreme care to prevent exclusive rights
in valuable advertising slogans, features, etc., from bcoming lost or from
falling into the wrong hands.
mark is

venture into new fields and

a

the allocation of

involving

Collective and

Section 4
tification

Certification

provides
marks, and

Marks

for the

of collective marks and
defined in Section 45.

registration

such marks

A collective mark is defined

are

cer

as

trade-mark or service mark used by the members of a cooperative, an
or other collective group or organization and includes marks used
to indicate membership in a union, an association or other organisation."
"...

a

association,
and

a

certification mark is defined

"...

as

mark used upon or in connection with the products or services of one
or more persons other than the owner of the mark to certify regional or other
origin, material, mode of manufacture, quality, accuracy or other characteristics
a
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goods or services or that the work or labor on the goods
performed by members of a union or other organization."40

of such
was

Journal

or
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services

There is obviously a considerable degree of overlapping between col
lective marks and certification marks. The union label would fall under
both definitions. Collective and certification marks differ from the usual
trade-mark in that they do not distinguish the goods of one manufac
turer from the goods of another, but rather indicate the existence of

relationship between a product or a business and an organization.
These marks may be considered as indicating that a particular manu
facturer has subscribed to and satisfied the standards of an organiza
tion, and that his use of the mark is subject to the supervision of the
a

organization.
In the Lanham Bill

certification marks

Senate insisted that
collective

agreed

it

as

were

passed the House,41 collective marks
together in a single definition.

defined

and
The

distinction be drawn between certification and
appearing in the final Act were

a

and the definitions

marks,
joint

upon in

conference.

as passed, there are inherent differences between
collective marks and certification marks. Collective marks indicate no
more than mere association, while certification marks constitute a repre
sentation with respect to the goods themselves by someone other than
the producer. The collective mark is a "lodge button"; the certification
mark is a sort of guarantee. Where membership in an organization
requires the observance of standards of quality of material, workman
ship, etc., a mark may be both a certification and a collective mark.
One of the requirements for registrability of collective or certification

As defined in the Act

owner be "exercising legitimate control over the use
of the marks".42 The power to control the use of a mark may be derived
from agreements, articles of incorporation or association, licenses or the
like, and the legitimacy of the control will presumably depend to a large
extent upon the legality of the agreements or relationships from which

marks is that the

the power to control is derived.
Like service marks, collective and certification marks are denied the
protection provided in the Act if used to represent falsely that the owner
of the mark is the source of the goods or services.
Certification marks

are

designed

*�See note 4 supra at � 45.
"H. R. 1654, 79th Cong., 1st Sess. (1945).
^See note 4 supra at � 4.

to

protect the good-will of inde-
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pendent testing agencies or laboratories, and because such marks neces
sarily imply both a sort of guarantee and an independent and disinter
ested guarantor, the joint House and Senate Conference added Section
14(d) to the Act to prevent improper use of such marks. Under this
section

(1)

a

certification mark

does not control

or

can

be cancelled at any time if the

cannot

legitimately

control the

use

owner:

of the

mark

(2)

engages in the production
which the mark is used

or

sale of the

goods

or

services with

(3) permits use of the mark otherwise than as a certification
(4) discriminates in certifying goods or service.
The

of

of

to the standards

condition
and

or

a certification mark is thus required to maintain the
control, the integrity of the certification and to render
of the mark available to all whose products qualify under or conform
owner

legitimacy
use

mark

or

conditions which the mark certifies.

probably added to prevent the
restrictive practices involving the use of
was

recurrence

of

This latter

monopolistic

certification marks.43

Registration
Registration procedure under the Lanham Act is generally similar to
the procedure under the 1905 Act with several exceptions. In general,
these changes liberalize the practice and eliminate useless technicalities.
Section 1 of the 1905 Act requires the applicant for registration to
state the mode in which the mark "is applied and affixed to the goods";
Section 29 of the 1905 Act provides that a mark is affixed to an article
when placed "upon either the article itself or the receptacle or package
or upon the envelope or other thing in, by, or with which the
goods
are packed or enclosed or otherwise prepared for distribution".
These
sections have been construed literally with absurd results. In In re East
man Kodak Co.4* the court held that a trade-mark placed on the metal
front plate of a camera carrying the camera lens was not "affixed to" the
lens and for that reason denied registration. The court also stated, by
way of dictum, that a trade-mark placed on a pencil would not be
"affixed to" an eraser carried by the pencil.45
The Lanham Act liberalizes this strict rule and in Section 1(a) (1)
'"United States

v.

General Elec. Co., Civil Action No. 2S90, United States District Court

for the District of New Jersey, complaint filed December 9, 1942.
"80 F. (2d) 270 (C. C. P. A. 193S).

"Id. at 272.
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manner in which the
45 states that a
Section
goods.
mark is used "when it is placed in any manner on the goods or their
containers or the displays associated therewith or on the tags or labels
affixed thereto". Section 1(a) (1) makes no requirement that the mark

requires

the

to describe the "mode

applicant

or

mark is used in connection with" the

goods and under Section 45 use of the mark on a
and
separate
independent but associated display is sufficient. The Lan
ham Act thus eliminates a useless technical requirement. In an action
be "affixed to" the

for unfair
mark

competition, affixation of a mark is immaterial and since trade
infringement is a form of unfair competition the 1905 Act require

is obsolete.
The Lanham Act requires the applicant to state both the date of first
use and the date of first use in commerce.
This statement of first use
would apparently have no effect on registrability, since registrability
ment

depends upon use in commerce; but the statement of first use, even
though intrastate, may be of importance in preserving concurrent use
rights. For this reason it is important to keep careful records of the
use of all marks even though such use be intrastate.
Section 1(a) (1) of the Lanham Act contains a proviso relating to
concurrent use marks and requires the applicant to state all exceptions
to his claim of exclusive

"any

concurrent

and the

areas

the goods and

use

a

mark and

by others, the goods

services in connection with which
the periods of each use and
for which the applicant desires registration."

in which each concurrent
area

These statements will
the

of

use

probably

and may

applicant
Certainly the applicant's
favor and can only limit
preliminary statement in

serve

work

to limit

or

use

exists,

as estoppels or admissions against
the issues in concurrent use cases.

ex

parte

statements

his

proof

in

a

are

a manner

not evidence in his

somewhat similar to

a

patent interference.46

Classification
Section 30

provides:

"The Commissioner shall establish a classification of goods and services,
for convenience of Patent Office administration, but not to limit or extend the
applicant's rights. The applicant may register his mark in one application for
any or all of the goods or services included in one class upon or in connection
with which he is

actually using the mark. The Commissioner may issue a single
certificate for one mark registered in a plurality of classes upon payment of a
fee equaling the sum of the fees for each registration in each class."

'Bundy

v.

Rumbarger,

91 O. G.

2210, 1900 C. D. 94.

The Lanham Trade-Mark Act

1947]

Thus Section 30 makes two

changes

in

existing

167
law:

(a)

that the

classification shall not "extend or limit" the applicant's rights and (b)
that a single certificate may be issued for a mark registered in a plurality
of classes. Neither of these changes is of particular importance, the
former because under

did not "extend

limit" the

it is

ter of

existing law registration itself
registrant's rights, and the latter because

merely

a

or

mat

convenience.

Related

Companies

and Licenses

Section 5 of the Lanham Act

provides that "Where a registered
sought to be registered is or may be used legitimately
by related companies, such use shall inure to the benefit of the registrant
or applicant for registration
." and a related company is defined in
Section 45 as ".
any person who legitimately controls or is controlled
by the registrant or applicant for registration in respect to the nature
and quality of the goods or services in connection with which the mark
mark

or a

mark

.

.

.

.

is used."
This portion of the Lanham Act is designed to give to a subsidiary
corporation, for example, the benefits of use of a trade-mark by its
parent corporation so that the trade-mark uses of parent or subsidiary
corporations, acquired businesses, etc., may become of extreme im
portance in establishing priority rights in particular marks. The Act
may be deficient in that companies under common control are not
"related companies" so that one subsidiary obtains no direct benefit
from use by another subsidiary; however, one subsidiary may benefit
from use by another through the parent company.
The hearings on the 1941 Bills indicate that this parent-subsidiary
relationship was the principal reason for Section 5 being included but
both it and Section 45 go far beyond this simple problem. The test for
"related companies" is control with respect to the nature or quality of
the goods or services and such control can be derived from a variety
of relationships other than that of parent and subsidiary. The facts in
Ethyl Gasoline Corp. v. United States41 show that the Ethyl Corpora
tion controlled the nature and quality of the goods of its licensees
through restrictive patent license agreements. Section 5 thus seems to
authorize licensing of trade-marks and to secure to licensor and licensee,
depending upon the existence of a legitimate control of one by the
other, any and all benefits and advantages accruing from use of the
licensed mark by the other.
"309 TJ. S. 436 (1940).
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In the joint conference on H. R. 165448 the word "legitimately" was
inserted in Section 5 after "used" and in Section 45 before "controls or
is controlled by" in order "to exclude any person who does not legiti
mately control or is not legitimately controlled by the registrant or
applicant for registration"49 and to require that "the use by related
mark or a mark sought to be registered must
and the conference report make it
amendments
The
legitimate."50
clear that Congress intended that both the use and the control be legiti
mate and legal before the benefits of Section 5 could be obtained.
The extent to which the Patent Office will or could inquire into the
legitimacy of control in the case of applications involving use of marks

companies

of

a

registered

be

companies, is highly problematical. Again using the Ethyl
case
example, assuming that Ethyl Gasoline Corporation wished
to register the mark "Ethyl" based on use of the mark by a jobberlicensee, it is not to be expected that the Patent Office would or could
decide a complex antitrust issue to determine whether the control exer
cised by Ethyl Gasoline Corporation was "legitimate".

by

related

as an

Patent Office Procedure
Ex Parte

Proceedings
12(a) provides for the usual examination of an application
for registration by the Patent Office and for publication in the Official
Gazette if the mark is found allowable. The 1905 Act itself imposes
no time limit for reply in the event that the examiner denies registra
tion51 but Section 12(b) of the Lanham Act requires an applicant to
respond to a rejection within six months. There is a penalty of abandon
ment of the application for failure to respond within the six months
period unless the Commissioner finds the delay in responding to be
unavoidable. Section 12(b) also provides for final rejection by the
Patent Office. This procedure is substantially the same as the procedure
with respect to patent applications.52
Section

Disclaimer
Section 6 of the Lanham Act
matter but removes all doubt

as

to

requires disclaimer

of unregistrable
the effect of such disclaimer by pro-

48H. R. Rep. No. 2322, 79th Cong., 2d Sess. (1946).
"Id. at 7.
KId. at 4.

^However,
to

Rule 46 of the Rules of Practice of the Patent Office

respond within

one

year.

fflREV. Stat. � 4894 (187S), 35 U. S. C. � 37 (1940).

require

an

applicant
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prejudice or affect the applicant's
then existing or thereafter arising in the disclaimed
Under the 1905 Act, there was some question whether a

viding that "such
or owner's rights
matter.

.

.

169

."

disclaimer shall not

an abandonment of the disclaimed matter and
the Lanham Act eliminates all question. However, in view of the effect
of the Lanham Act in replacing the common law, the preservation of
"rights then existing" in unregistrable matter is probably more illusory
than real.
In view of Section 2(f) the preservation of "rights
thereafter

disclaimer constituted

.

in disclaimed matter and the

tration

on

preservation

of

.

.

of regis
application of later date if the disclaimed matter has
become distinctive of the applicant's or owner's goods or services" is
of importance. By virtue of this provision of Section 6, an applicant
who is required to disclaim descriptive or geographical matter is assured
against loss of any rights in such matter if by five years continuous
and exclusive use the matter becomes registrable as distinctive under
Section 2(f).

arising"

"rights

another

Registrations

and

Applications

under the 1905 Act

Section 47(a) seems to give to the owner of an application pending
the effective date of the Lanham Act an option to proceed under
the law existing when the application was filed or to amend the appli
on

bring it under the provisions of the Lanham Act and there
proceed under the latter. If such an election exists, it may be
of importance in certain cases. For example, an applicant could file
an application for registration of a mark which is unregistrable under
the 1905 Act but will become registrable under the Lanham Act, such
as a descriptive mark which has acquired a secondary meaning.
The
cation to

after to

Trade-Mark Division of the Patent Office is about nine months behind
in acting on new applications so that an application filed after October 1,

1946, would hardly be reached

for action

prior to the effective date of
the
effective,
applicant may make the
amendment
retain
and
the
benefits
of the early filing date.
necessary
Under the Lanham Act the filing date of an application may be of great
importance in preventing the acquisition of possible concurrent use rights
the Act.

When it does become

others.
There may also be other reasons for continuing prosecution under the
1905 Act. As hereafter discussed, there is a difference of opinion as
to the applicability of the equitable principles, provided for in Section 19,

by

to

proceedings

under the 1905 Act.

It is believed that this section will
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under the 1905

Act,

but

it may be desirable to continue proceedings
registration without having to meet
objections. Whether or not an election does in

apply,
so as

or

to secure

required to settle
election, but Sec
tions 19 and 47(b) seem to take the election out of the applicant's hands.
As pointed out above, Section 19 makes equitable defenses applicable
to all inter-partes cases and Section 47(b) provides that an appellate
court having before it a pending appeal and being of the opinion that
the provisions of the Lanham Act applies to the subject matter of the
appeal "may apply such provision or may remand the case to the Com
missioner or to the district court for the taking of additional evidence
probably litigation will
47(a) appears to give such

fact exist is doubtful and

be

the

an

or

Section

question.

a

new

trial

or

for reconsideration of the decision

on

the record

as

made, as the appellate court may deem proper."
Thus, while the applicant has a choice of amending a pending appli
cation to bring it within the provisions of the Lanham Act or to continue
prosecution under previous acts, the Patent Office in inter-partes cases,
and appellate courts in all cases are authorized to apply the provisions
of the Lanham Act. Apparently the only choice the applicant has, there
fore, is to continue prosecution under the 1905 Act and obtain a regis
tration which gives him only procedural rights, or to amend his
application to obtain a Lanham Act registration with its substantive
rights. The choice which Section 47(a) seems to offer is thus illusory
and in most cases an applicant is in fact compelled to amend his pending
application to bring it within the provisions of the Lanham Act.
Section 12(c) provides for obtaining registration under the Lanham
Act of marks previously registered under the 1881 Act or the 1905 Act.
The application for registration of such marks must be filed prior to
the expiration of the existing registration and must include an affidavit
"setting forth those goods stated in the registration on which said mark
is in use in commerce." Lanham Act registration is thus limited to
goods upon which the mark is actually in use in commerce and products
named in the original registration but upon which the mark is not
actually used at the time of filing the affidavit required by Section 12(c)
are eliminated from the Lanham Act registration.
In effect, the appli
cation for registration under the Lanham Act brings the trade-mark up
to date.

Applications
the 1881 Act

for the

or

registration

the 1905 Act

are

of marks
not

previously registered under
subject to rejection under Section

12(b)
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to

opposition

under Section 13 but

are

subject

cancellation

to

under Section 14.

Certificate
Section 7(a) prescribes the form and content of a certificate of regis
tration and while most of these requirements are formal and similar to
those provided for in the 1905 Act, Section 7(a) also provides that the
certificate shall state "any conditions and limitations that may be im
in the grant of the

registration".
only registrations in which the Commissioner is specifically
authorized to impose "conditions and limitations" are concurrent regis
trations, and the "conditions and limitations" clause of Section 7(a)
presumably applies only to such marks. Concurrent users of marks are
afforded a means of settling questions and controversies by concurrent
registrations and each of such registrations will specify the metes and
bounds of the registrant's rights.
The Lanham Act makes the certificate of registration of a mark prima
facie evidence of (1) the validity of the registration, (2) the registrant's
ownership of the mark and (3) the registrant's exclusive right to use
the mark in commerce.53 The Lanham Act thus places the burden of
proof on an alleged infringer of a registered mark.
Registration under Section 16 of the 1905 Act was merely prima facie
evidence of ownership of the mark,54 but the Lanham Act extends the
benefits of Section 7(b) to marks registered under the Act of 1881 or
the Act of 1905. While Section 7(b) itself refers only to "a mark upon
the principal register provided by this Act", Section 46(b) provides that
existing registrations under the Act of 1881 or the Act of 1905 "shall
be subject to and shall be entitled to the benefits of the provisions of
this Act to the same extent and with the same force and effect as though
."
registered on the principal register established by this Act.

posed

The

.

.

Correction and Amendment of Registered Marks
The Lanham Act contains liberal provisions for the correction, amend
ment and disclaimer of all or part of a trade-mark registration. These
provisions correct a serious defect in existing law.

7(d) the Commissioner is authorized to permit a regis
(1) surrendered, (2) cancelled, (3) amended or (4)
whole or in part. There is apparently no qualification on

Under Section

tered mark to be

disclaimed in

raSee note 4 supra
"See note 7 supra

at
at

� 7(b).
� 16.
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right of a registrant to surrender or cancel his registration, but the
right to amend or disclaim is limited so as to prevent a registrant from
securing by amendment or disclaimer registration of a substantially
different mark or of one not properly registrable. Thus Section 7(d)
provides that amendments are to be permitted for "good cause" and
that a mark changed or altered by amendment or disclaimer must (1)
contain registrable matter, (2) be registrable as a whole and (3) not
be of materially altered character.
Sections 7(f) and (g) provide for the correction of mistakes in regis
trations by the issuance of certificates of correction. Section 7(f) pro
vides for the certificate of correction to be issued without charge in
incurred through the fault of the
the case of a "material mistake
Patent Office". Section 7(g) provides for the issuance of a certificate
of correction at the expense of the applicant for a mistake (not specific
ally limited to a material mistake) made "in good faith through the
fault of the applicant" but limits such certificates to corrections which
do not "involve such changes in the registration as to require republi
the

.

.

.

cation of the mark".

Section

7(d) gives

which would ".
does Section

.

no

the extent of a change or amendment
materially the character of the mark" nor
test as to the extent of changes or corrections

test as to

alter

.

7(g) give

a

which would ".
require republication of the mark". Presumably
both of these sections refer to such changes as would make the changed
mark a substantially new and different mark. Section 7 permits modi
fications but prohibits changes so extensive or so fundamental that the
changed mark is, in effect, a new mark.
.

.

.

Duration and Renewal
Each certificate of

registration shall

remain in effect for twenty

years55

and may be renewed for like periods upon application made within six
months prior, or upon payment of an additional fee, within three months
the expiration of the registration period.56
Section 46(b) provides that registrations under the Act of 1881 or
the Act of 1905 may be renewed under Section 9 of the Lanham Act.
Presumably such a renewed mark would still be subject to the provisions
of the act under which it was originally registered and would not, for
example, derive any benefits from the incontestability provisions of the

after,

Lanham Act.

Only by publication

sSee note 4 supra at � 8(a).
'Id. at � 9.

under Section

12(c)

can

a

mark
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the Act of 1905

secure

all of the

in the Lanham Act.

register, Sections 8(a)
at the end of six
shall
be
cancelled
(b) provide
registration
unless
within
files
"an
affidavit show
the
fifth
the
years
year
registrant
its
nonuse
is due to
that
said
mark
is
still
in
that
use
or
ing
showing
that
circumstances
It
be
noted
which
excuse
such
nonuse".
is
to
special
In order to eliminate unused marks from the

that

and

the

registrant

that it is in

is

use

a

to show

required
in

commerce nor

listed in the certificate of
Under Section

8(c)

that the mark is "in
use on

all of the

use", not
products

registration.

the Commissioner is

required

to

notify the regis

refusal to accept an affidavit of use, and
acceptance
for refusal must be stated. Presumably the Commissioner will

trant of his
reasons

only

that it is in

or

prescribing the requirements of these affidavits of use.
Section 8 does not apply to marks registered under the Act of 1881
or the Act of 1905 even though such registrations may be renewed under
Section 9,57 so that apparently there may be unused marks registered
under the 1881 Act or 1905 Act which may be kept on the register where

issue rules

they are constructive notice to the world58 and prima facie evidence of
the registrants exclusive right to use.59 Section 9 does however require
an applicant for renewal to file an affidavit of use so that unused marks
would disappear from the register in time.
Inter-Partes

Proceedings
provides

The Lanham Act

inter-partes hearings in the Patent
registrations,60 opposition proceedings,61
cancellation proceedings62 and interferences.63 All such inter-partes pro
ceedings are referred to the examiner in charge of interferences64 and
Section 18 vests the Commissioner with wide authority to render an
equitable decision.
Section 19 authorizes the Patent Office to consider and apply equitable
principles of laches, estoppel and acquiescence in all inter-partes pro
ceedings. Under the 1905 Act, inter-partes proceedings were regarded
Office in the

"Id.

at

"Id.

at

"Id. at

case

� 46(b).
� 22.
� 33(a).

"Id. at � 2(d).
aId. at � 13.

"Id. at � 14.
"Id. at � 16.
"7<*. at � 17.

of concurrent

for
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strictly statutory and equitable principles were not applied with the
inter-partes proceedings in the Patent Office were conducted
under an entirely different set of rules than infringement litigation in
the courts, even though the issues involved might well be substantially

as

result that

the

same.

During the hearings on H. R. 102, H. R. 5461 and S. 895,65 it was
strenuously argued that Section 19 is unfair as applied to proceedings
begun prior to the effective date of the Act since Section 19 represents
66
One of the propo
a change in the rules "in the middle of the game"
nents of the bill answered this argument by pointing out that under
Sections 47 (a), the owner of an application pending at the effective
date of the Act has an election between amending the application to
bring it under the Lanham Act or continuing prosecution under the
existing law.67 However, the application of Section 19 to proceedings
"heretofore begun
and not finally determined", is clearly specified
and it is doubtful that the applicant has any real election.
Section 19 applies only to inter-partes proceedings, and equitable
principles are not applicable in ex parte cases. Further, only the equi
table principles specifically mentioned, laches, estoppel and acquiescence,
are applicable. During the hearings the possible inclusion in Section 19
of the equitable doctrine of unclean hands was considered and argued
but the principle of unclean hands was not included probably because
.

.

.

it would open the door to too many collateral issues.68

Opposition
Section 13 provides that anyone who believes he would be damaged

by registration of a mark may file in the Patent Office a notice of oppo
sition within thirty days after publication of the mark in the Official
Gazette. Section 13 is substantially the same as the opposition provi
sion of Section 6 of the 1905 Act except that under Section 13, the
Commissioner may, "for good cause shown" extend the time for filing
notice of opposition. Presumably opposition practice under the Lanham
Act will be substantially the same as under the 1905 Act except that
19 certain equitable principles
as described elsewhere under Section
be
considered and applied.
may
^Hearings before the Subcommittee
Cong., 1st Sess. (1941).

77th

"/</. at 139.

"Id. at 238.
"Id. at 202.

on

Trademarks

on

H. R. 102, H. R. 5461 and S.

895,
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Interferences
Act, interferences are limited to "substan
"appropriated to goods of the same descriptive
tially
narrow
These
and specific limitations have proven inade
properties".
and
the
Patent
Office
and the courts have, in practice, adopted
quate
and applied the more comprehensive and realistic common law test;
that is, whether the alleged interference is likely to cause confusion,
mistake or the deception of purchasers.69 The Lanham Act, in Sec
tion 16, states the requirement for interferences in the terms of the
common law test rather than in the language previously used in the
Act of 1905, and under Section 16 in the Lanham Act interferences
result when the use of the two marks is likely "to cause confusion or
mistake or to deceive purchasers." While the Lanham Act defines an
interference in terms different from those used in the 1905 Act, there
is no substantial change in effect because of the manner in which the
1905 Act has been interpreted in the Patent Office and in the courts.
The Lanham Act does, however, introduce substantial and far-reach
ing changes in the nature of the decision which may be rendered in
inter-partes proceedings in the Patent Office. Under Section 7 of the
1905 Act, the Commissioner could refuse to register any or all of the
marks involved in such proceedings, but he could register a mark only
"for the person first to adopt and use the mark". Thus, under the
1905 Act, only the first user could obtain registration, regardless of
the equities or the rights of a subsequent user of the mark. The inter
ference proceeding itself was strictly statutory so that the result of an
interference proceeding might have little or no effect on the decisions of
a court adjudicating the rights of each party under the mark.
Section 18 of the Lanham Act provides that in an inter-partes pro
ceeding, the Commissioner may:
In Section 7 of the 1905

identical" marks

(1) refuse to register the opposed mark;
(2) cancel or restrict the registration of a registered mark;
(3) refuse to register any or all of several interfering marks;
(4) register the mark or marks of the person or persons "entitled
thereto"; or
(5) determine and fix the conditions and limitations for concurrent
registrations.
"Island Road Bottling Co.

1944).

v.

Drink-Mor Beverage Co., 140 F. (2d) 331 (C. C. P. A.,
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making applicable equi

table principles of laches, estoppel and acquiescence, enables the Com
missioner to determine and adjudicate the actual rights of the parties
and

to

either

issue

or

refuse

registration

in accordance with such

adjudication.
is, therefore, of the utmost importance that
interference, opposition,
proceedings be prosecuted with
the utmost diligence. Whereas under the Act of 1905, these inter-partes
proceedings did not settle the substantive rights of the parties since
registration afforded no substantive rights, proceedings under the Lan
ham Act do settle the rights of the parties insofar as registration is
concerned and substantive rights follow from registration. The Lanham
Act substitutes statutory rights for common law rights and the statu
tory proceedings leading to registration become fundamental to the
acquisition of the trade-mark right.
Under the Lanham Act it
or

Cancellation and

cancellation

Incontestability

the most

important innovations brought about by the Lan
contained in Sections 14 and 15 relating to cancellation and
incontestability. The purpose of these two sections is to fix a period
beyond which the owner of a registered mark becomes secure and cer
tain in his rights to such mark. The importance of these two sections
Probably

ham Act

are

to the

for such

is due not

only

marily due

to the difference in the nature of trade-mark

provision

Lanham Act and trade-mark

a

rights

under

owner

of

period

of repose, but is pri
rights under the

existing law.
registered mark obtains exten
sive substantive rights so that, by placing a statute of limitations upon
actions to cancel the registration, a statute of limitations is placed upon
actions to defeat the substantive rights accruing from registration. The
importance of promptly instituting and diligently prosecuting cancella
tion proceedings against any mark registered under the provisions of
the Lanham Act which may injure or damage one's business, either by
limiting or restricting the fields into which one could normally or poten
tially expand, or by encroaching so closely on one's trade-mark rights
as to limit them unduly, is of the greatest importance.
Bearing in mind the fact that under Section 2(e), descriptive, geo
graphical and surname marks may become registerable on the principal
register, the importance and far-reaching effect of these incontestability
Under the Lanham Act the

a

sections becomes apparent.
Under the 1905 Act, the institution of cancellation

proceedings

was
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great importance. Even if the mark were cancelled, the cancella
tion did not in any way affect the trade-mark rights because the right
itself was secured under common law and registration conferred no

not of

registered mark. Cancellation of a registration, therefore,
extinguish common law rights which registration did not
and
for this reason the institution of cancellation proceedings
confer,70
was not too important.
Under the Lanham Act, on the other hand,
does
confer
extensive
registration
rights, and cancellation of a registra
tion does extinguish those rights. The institution of proceedings to
cancel a Lanham Act mark is therefore a matter of great importance.
Possibly because cancellation and even registration itself were of no
fundamental importance insofar as ownership and the right to use a
mark were concerned, Section 13 of the Act of 1905 provided that can
cellation proceedings could be instituted "at any time", and the law is
clear that laches was no defense even in cancellation proceedings insti
tuted years after registration.71
As pointed out above, the Lanham Act not only makes the equitable
principles of laches, estoppel and acquiescence, applicable in inter-partes
proceedings in the Patent Office, but with certain specified exceptions,
Section 14 requires that cancellation proceedings be instituted within
five years from the date of registration of a mark72 or from the date of
publication under Section 12(c) of a mark previously registered under
the Act of 1881 or the Act of 1905.73 It is, therefore, not only important
to institute cancellation proceedings in the case of marks which may
prove damaging, but is essential that such proceedings be instituted
promptly. One can no longer wait and watch how business and compe
tition develop before instituting cancellation proceedings. Often, by the
time real conflict and damage develop, the right to institute cancellation
proceedings has been lost. The cancellation proceedings which were
successful in the Proctor & Gamble case, supra, would probably have
been dismissed on at least two grounds under the present Act; laches,
under Section 19, and the five year limitation of Section 14.
Certain grounds for cancellation are exempted from the five year
period of limitations and an application to cancel a mark on these
grounds may be filed at any time. These grounds are set forth in sub
sections (c) and (d) of Section 14. Under Section 14(c) which
applies

rights

in the

could not

�McIlhenny

Co.

v.

Gaidry,

253 Fed. 613

(C. C. A. 5th, 1918).

^Proctor & Gamble Co. v. J. L. Prescott Co., 77 F. (2d) 98 (C. C. P. A., 1935).
^See note 4 supra at � 14(a).
��..at � 14(b).
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for cancellation may be filed at any

time if :

descriptive name of an article of
substance on which the patent has expired;
the mark has been abandoned;
registration was obtained fraudulently;
registration was obtained contrary to the provisions of Section 4;
registration was obtained contrary to the provisions of sub-sec
tions (a), (b), or (c) of Section 2 of the Act, or to similar
prohibitory provisions of a prior act;
if the mark has been assigned and is being used by or with the
permission of the assignee so as to misrepresent the source of
the goods or services; or
if the mark was registered under the Act of 1881 or the Act of
1905 and has not been published under Section 12(c) of the

(1) the

(2)
(3)
(4)
(5)

(6)

(7)

mark becomes

a

common

Lanham Act.

provisions of Section 14(c) show the very limited extent to which
marks may be subject to cancellation proceedings brought at any time.
Apparently the first ground for cancellation which may be raised at
any time, that is, that the mark has become the common descriptive
These

name

of

an

article

or

substance

on

which

a

patent has expired, is specif

and intended to enact into the statute the

ically designed
holding of the
in
Court
v.
June
Supreme
Singer Manufacturing Company
Manufac
turing Company,74 and Kellogg Company v. National Biscuit Company75
This clause of Section 14(c) was inserted in conference and the con
ference report states "This specific provision is not intended to affect
the applicability of the sub-section to registered marks used on or in
connection with non-patented articles or substances where the mark is
the common descriptive name of the goods and has become 'abandoned'
that term is used in this section and defined in Section 45. "76 Thus
Section 14(c) draws a clear distinction between patented and unpatented
articles and is clearly directed to the doctrine of the Singer and Kellogg
as

cases.

The second ground on which cancellation proceedings may be insti
tuted at any time, the ground of abandonment, is defined in Section 45
as follows: "A mark shall be deemed to be 'abandoned'
"163 U. S. 169 (1896).
7530S U. S. Ill (1938).
�""See note 48 supra at 4.
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When its

use

Intent not to

has been discontinued with intent not to resume.
may be inferred from circumstances. Non-

resume

for two consecutive years shall be prima facie abandonment.
When any course of conduct of the registrant including acts of
omission as well as commission causes the mark to lose its sig

use

b.

nificance

as an

indication of

origin."

Subsection (a) of the definition is an enactment of the common law
principle that intent to abandon may be inferred from circumstances
and making non-use for two consecutive years prima facie abandonment
shifts the burden of
Subsection

(b) of
plication. Logically,
nificance
and

as an

proof to the non-user to explain such non-use.
the definition, however, introduces a serious
it would

indication of

should, therefore,
(b) makes loss

section

seem

that when

a

it has ceased to be

origin",

com

mark has lost "its
a

sig

trade-mark

be stricken from the

register. However, sub
significance "abandonment" only
of conduct of the registrant". In

of trade-mark

when such loss is due to

a

"course

allegation that a mark has become abandoned under
subsection (b), it is, therefore, necessary to prove, first, that the mark
has lost its significance and, second, that the loss was due to a course
of conduct of the registrant. Marks may lose their significance inde
pendently and even in spite of any course of conduct by the registrant,
but such loss does not constitute abandonment under subsection (b).
The third ground for which cancellation proceedings may be instituted
at any time, that "registration was obtained fraudulently", sounds highly
commendable but will probably prove to be most disappointing in prac
tice. As every lawyer knows, fraud is one of the easiest charges to make
order to sustain the

and
is

one

of the most difficult to sustain.

most difficult fact to prove.

Fraud involves intent which

Further, the Act specifies that the
registration be obtained fraudulently, and presumably fraud, which did
not bear directly on the obtaining of the registration, would not keep
the period of limitations from running. Substantially, the only type of
fraud which would be sufficient to show that the registration itself was
obtained fraudulently would be deliberate deceit or misrepresentation in
the allegations or proofs required for registration. For example, fraudu
lent "proof of substantially exclusive and continuous use" of a mark to
take advantage of Section 2(f) would undoubtedly result in a
registra
tion against which cancellation proceedings could be instituted at
any
time. Similarly, failure to state known concurrent uses of the same mark
might result in a fraudulent registration although proof of knowledge
a
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probably be quite difficult. The clause in
proceedings at any
14(c) permitting
time against fraudulently obtained registrations will probably be dis
appointing in practice.
The next ground for cancellation which is excepted from the five-year
period of limitations is the ground that the mark was obtained contrary
to the provisions of Section 4. This clause was inserted in Section 14(c)
in the joint House and Senate Conference77 but no explanation of the
insertion is given in the conference report. Section 4 permits registration
of collective and certification marks and specifies the conditions under
which such marks shall become and be registrable. This clause of Sec
tion 14(c) is, therefore, nothing more than a statement that any col
lective or certification mark which does not conform to the requirements
of a section which makes such marks registrable is, for that reason,
subject to cancellation proceedings at any time.
The next clause of Section 14(c) permits the institution of cancella
tion proceedings at any time for the cancellation of marks registered
contrary to the provisions of subsections (a), (b), or (c) of Section 2
or of similar provisions of prior acts. These three subsections (a), (b)
and (c) of Section 2, prohibit the registration of immoral, deceptive,
etc., marks, the flags or coat-of-arms of the United States or any state
or nation and names, portraits, etc., without proper consent. It is to be
noted that subsection (d) of Section 2 and subsection (e) of Section 2
Subsection (d) prohibits registration
are not listed in Section 14(c).
of marks which are likely "to cause confusion or mistake or to deceive
purchasers" and subsection (e) denies registrability to descriptive, mis
descriptive, geographical and surname marks. The fact that other
grounds for denial of registration are specifically referred to in Section
14(c), omission of Sections 2(d) and 2(e) excludes these two sections
from the operation of Section 14(c). Thus, it follows that marks which
are likely to cause confusion or mistake or deceive purchasers, or which
are descriptive, misdescriptive, geographical or surnames, become in
contestable upon the expiration of the five-year period of limitation if
they should, through error, be registered upon the principal register.
Marks unregistrable under Section 2(d) never become registrable under
Section 2(f) so that they can be registered on the principal register only
through error. Such an error can be rectified only by the institution of
cancellation proceedings which must be instituted within five years from

of the concurrent

Section

"See note 48 supra.

use

would

institution of cancellation
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the date of registration or the right in these marks, erroneously regis
tered, becomes incontestable.
The next exception under Section 14(c), marks used to misrepresent,
This exception applies only to marks
has a
very

peculiar qualification.

which have been assigned and are being used by or with the permission
of the assignee so as to misrepresent the source of goods or services.
So long as a mark continues in the hands of the original registrant,
apparently this section does not apply, even though the mark be used

by
an

with the permission of the registrant so as to misrepresent.
assigned mark should be treated so differently from original

or

Why
regis

trations is not clear.
The last exception under Section 14(c) needs little explanation. Un
less a mark previously registered under the 1881 Act or the 1905 Act
is brought under the Lanham Act by publication under Section 12(c),
the registrant is not entitled to the benefits of Section 14 and cancella

proceedings may be instituted at any time. However, as pointed
out above, there is a strong possibility that equitable principles are
applicable in all inter-partes proceedings whether begun before or after
the effective date of the Act. Thus the owner of a registration under
the 1881 Act or the 1905 Act who fails to publish under Section 12(c),
could not defend a cancellation proceeding on the ground of limitations
under Section 14(b) but may be able to raise the defenses of laches,
estoppel or acquiescence under Section 19. It is probable that in most
cases laches, estoppel or acquiescence would be, if anything, even more
effective defenses than a definite period of limitations.
The foregoing grounds, upon which cancellation proceedings may be
instituted at any time, apply to all types and classes of marks registrable
on the principal register, trade-marks, service marks, collective marks
and certification marks. Possibly because Congress believed that there
is particular danger of deception and abuse of certification marks, pro
ceedings to cancel such marks may be instituted at any time on addi
tional grounds.
Under Section 14(d), certification marks are cancellable at any time
if the registrant (1) "does not control, or is not able legitimately to
exercise control over, the use of such mark, or (2) engages in the pro
duction or marketing of any goods or services to which the mark is
applied or (3) permits the use of such mark for other purposes than
as a certification mark, or
(4) discriminately refuses to certify the goods
tion

services of any person who maintains the standards
which such mark certifies". This entire section was
or

or

conditions

proposed by the
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House and Senate

Committee.78
The Senate Report No. 133379 merely states that the purpose of this
section is to afford additional grounds for the cancellation of certifica
tion marks. The language of the amendment, however, raises some
rather

peculiar problems.

Under Section
trant

is

4, certification marks

"exercising legitimate

control

are

registrable only

over

the

use

if the

regis

of the marks".

Assuming that a certification mark has been properly registered, Section
14(d) (1) permits cancellation at any time if the registrant "does not
control or is not able legitimately" to control the use of such mark.
The qualifying word "legitimately" applies to the ability to control and
not to the actuality of control. As the amendment is worded it would
seem that where the registrant actually controls the use of the mark
and is able to exercise legitimate control, the registration would not be
cancellable under Section 14(d) (1) ; nor would the Patent Office and the
courts go into the legitimacy or legality of the control actually exercised.
The purpose of Section 14(d) (2) is apparently designed and intended
to maintain the integrity and guarantee function of a certification mark.
Throughout the hearings it was clear that the Lanham Act contemplated
certification marks of the type used by independent laboratories, such
as underwriting or engineering laboratories, to certify or guarantee that
the product carrying the mark conformed to certain standard specifica
tions or met certain standard tests set up by the laboratories. So long
as certification marks are intended to imply such a disinterested im
partial guarantee, the owner of the mark could not engage in the manu
facture or sale of products bearing the mark because, as to his products,
the guarantee would no longer be disinterested.
The applicability of Section 14(d) (3) is, or may be, somewhat diffi
cult to apply in view of the overlapping of certification marks and col
lective marks as defined in Section 45. However, if a mark serves both
as a certification mark and as a collective mark, as those marks are
defined in Section 45, it is doubtful that the certification mark would
be cancellable under Section 14(d) (3) merely because of this double
function.
a

Section 14(d) (4), for all practical purposes, requires the owner of
certification mark to supply the necessary testing or services needed
'Ibid.

'Sen. Rep. No. 1333, 79th Cong., 2d Sess. (1946) 2.
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qualify to use the applicant's mark. This means that certification
marks must be open to all who maintain the standards or conditions
which the mark certifies.
Section 14(d) (4) brings out one important distinction between a
to

certification mark and
in the

application

collective mark which may be of importance
14(d) (3). As defined in Section 45,

a

of Section

collective marks are marks used by members of associations or groups
and, since such groups are voluntary, presumably the membership has
the right to either admit or deny admission to any particular individual
or group of individuals. Thus a particular business may conform to the
standards of

a

particular

the association and the

Section

14(d) (4)

an

cannot be denied the

association and yet be denied membership in
right to use the association mark, but under

applicant conforming

to

certification standards

of the certification mark.

In cases where a
collective and a certification mark, that is where it indi
cates both membership in an association and is used "to certify" origin,
material, quality, etc., membership in the association apparently cannot
be denied a qualified applicant without loss of the certification character

mark is both

use

a

of the mark.
In effect, subsections (a) and (b) of Section 14 impose a "statute of
limitations" upon the institution of cancellation proceedings and sub
sections (c) and (d) exempt certain specific grounds for cancellation
from the operation of that "statute of limitations". Apart from the

grounds listed in subsections (c) and (d) the limitation appears abso
lute. Presumably conduct or admissions of the registrant would not toll
the period of limitations and the passage of the five year period perfects
the registrant's rights subject only to the specific grounds for cancella
tion listed in subsections (c) and (d).
Under Section 14, cancellation proceedings may be instituted by "any
person who believes that he is or will be damaged by the registration
of a mark", which is language similar to that of Section 13 of the 1905
Act. In addition, Section 14 of the Lanham Act contains a proviso
authorizing the Federal Trade Commission to institute cancellation
proceedings on the grounds specified in subsections (c) and (d) of
Section 14. No such provision was contained in H. R. 165480 as it
passed
the House, and the Senate suggested an amendment
authorizing "any
Government department or agency" to apply for cancellation of such
marks.81 However, in the joint conference82 it was agreed that the Act
"See note 41 supra.
&Sen. Rep. No. 1333, 79th
^See note 49 supra at 2.

Cong.,

2d Sess.

(1946)

18.

The Georgetown Law

184

should be amended

so

that

only

Journal

[Vol.

35: p. 147

the Federal Trade Commission is

proceedings and, as so amended,
passed by both houses. In view of this history, it is clear
that the designation of the Federal Trade Commission eliminates the
possibility of the institution of cancellation proceedings by other Gov
ernment agencies. Thus, for example, the Department of Justice could
not bring cancellation proceedings to attack the legitimacy of control
authorized
the Act

over

to institute such cancellation

was

the

use

of

a

certification mark

or

collective mark used in violation

of the antitrust laws.
Section 15 of the Lanham Act

provides:

ground for which application to cancel may be filed at any time
under subsections (c) and (d) of section 14 of this Act, and except to the
extent, if any, to which the use of a mark registered on the principal register
infringes a valid right acquired under the law of any State or Territory by
use of a mark or trade name continuing from a date prior to the date of a
publication under this Act of such registered mark, the right of the registrant
to use such registered mark in commerce for the goods or services on or in
connection with which such registered mark has been in continuous use for
five consecutive years subsequent to the date of such registration and is still
"Except

in

use

on a

in commerce, shall be incontestable.

.

.

."

Section 15 thus supplements Section 14. Under Section 14, a five year
period of limitations is put upon the institution of proceedings to cancel
a registered mark and upon the expiration of this period, Section 15
makes "the right of the registrant to use such registered mark in com
merce" incontestable. Under Section 14, the right to have a registration
cancelled is lost at the end of the five year period and under Section 15,
the registrant obtains an incontestable right to use the mark.
The grounds for cancellation under subsections (c) and (d) of Sec
tion 14 have been discussed above, and Section 15 places two additional
qualifications upon obtaining an incontestable right to use. Under Sec
tion 15 the right to use a mark does not become incontestable (1) to
the extent such mark infringes a valid right acquired under the law of
any state or territory by the use of a mark or trade-name continuing
from a date prior to the date of the publication under this Act of the
registered mark, or (2) if such a mark is the common descriptive name
of any article or substance, patented or otherwise.
The first exception to a mark becoming incontestable is in line with
Section 49 which provides "Nothing herein shall adversely affect the
rights or enforcement of rights in marks acquired in good faith prior
to the effective date of this Act." Under Section 15, a registered mark
does not become incontestable as against valid trade-mark rights ac-
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territory "by use"
Act;
registration
publication
prior
as
no
mark
incontestable
can
become
validly
against rights
consequently
acquired under the common or statute law of a state or territory prior
to July 5, 1947.
However, it is to be noted that under Section 33(b) (5) a common
law or state law trade-mark right is a defense in an infringement suit
based on a registered mark only when the alleged infringing mark "was
adopted without knowledge of the registrant's prior use and has been
continuously used by such party or those in privity with him from a
date prior to the publication of a registered mark under subsection (a)
or (c) of section 12 of this Act; Provided, however, That this defense
or defect shall apply only for the area in which such continuous prior
use is proved."
Section 15, together with Section 33(b) (5) prevents any extension
of trade subsequent to a registrant's use under a mark valid under the
law of any state or territory. Trade-mark rights obtained under a
statute of a state or territory extend only to the boundaries of such
state or territory and common law trade-mark rights are coextensive
with the trade.83 Thus a registered mark may become incontestable
under Section 15 except in the limited area of the common law, state

quired
of

a

or

under the

mark

statute law of

the time of

registered

a

state

in the

area

registration,

in which
or

or

under the Lanham

or

territorial mark and the latter three

33(b) (5) only
at

common or

to

they
publication

are

a

were

defense under Section
in continuous

under Section

prior
12(c), of

use

the

mark.

Sections 15 and

33(b) (5)

offer

under the Lanham Act

further inducement for prompt
although not as strong an induce
a

registration
publishing previously registered marks under Section 12(c).
Registration serves to cut off subsequent geographical extensions of
conflicting rights in common law, state or territorial marks just as it
serves to cut off possible concurrent rights.
These sections seem to be
a logical consequence of Section 22 which makes
registration construc
tive notice of the registrant's claim of ownership; but since Section 22
applies to registrations under the Act of 1881 and the Act of 1905, as
well as under the Lanham Act, it would seem that no one could extend
the geographical area of a common law mark which conflicted with a

ment for

mark of which he had constructive notice under Section 22.
The second exception to a mark's becoming incontestable is not
^nited Drug Co.

Metcalf,

v.

240 U. S. 403

Rectanus Co., 248 TJ. S. 90 (1918) ; Hanover Star

(1916).

en-

Milling Co.

v.
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tirely clear. The Act provides that no incontestable right "shall be
acquired" in a mark which "is" the common descriptive name of any
article or substance.84 Presumably this section has a different meaning
from Section 14(c), which refers to a mark which "becomes" the com
mon descriptive name of an article or substance on which the patent has
expired. Section 15(4) thus seems to mean that a mark does not and
cannot become incontestable if it has already become the common de
scriptive name of an article or substance, but once the mark becomes
incontestable, the fact that it then becomes the common descriptive
name of an article or substance apparently would not destroy its incon
testability. Under Section 14(c), therefore, cancellation proceedings
may be instituted at any time if the mark becomes the descriptive name
of an article covered by an expired patent; but under Section 15(4),
it must become the common descriptive name of a substance or article
which may be unpatented or covered by an expired or unexpired patent
prior to the expiration of the five year period to prevent incontestability.
Subsections 1 and 2 of Section 15 merely provide that a mark does
not become incontestable at the end of the five year period if the regis
trant's claim of ownership has been adversely decided or if proceedings
to that end are then pending.
Subsection 3 of Section 15 requires the filing of an affidavit, within
one year after the expiration of the five year period, listing the goods
on

which the mark has been in continuous

noted that this affidavit need

only

use

for five years. It is to be

state the conclusion that the mark

has been "in continuous use" and "is still in

use

in commerce" and does

require the affiant to state that the use is or has been substantially
exclusive. Thus, less is required to have a trade-mark become incon
testable than is required to register a descriptive, geographical or sur
name mark on the principal register under Section 2(f).
Under 2(f)
applicant must give "proof of substantially exclusive and continuous
use" but once the mark has been registered on the principal register,
only an affidavit of "continuous use" is necessary for the mark to be
not

incontestable.
After the Lanham Act has been in operation for some time, marks
under the Act will necessarily tend to become incontestable or expire.
Under Section 8(a) and Section 8(b), a mark is cancelled at the end
of six years unless, within the year next preceding the end of the six year
period, the registrant files an affidavit showing that the mark is still in
come

'See note 4 supra at � 15(4).
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its non-use. This affidavit has substantially the same
the affidavit under Section 15(3) to make a mark in
contestable. Between the end of the fifth year after registration, or
publication under Section 12(c), and the end of the sixth year, the appli
cant is obliged to file an affidavit showing use, or excuse for non-use,
and a showing of use necessarily results in incontestability under Sec

excusing
requirements as
use or

15(3). Thus the result of the Act will be that all marks
registry more than six years will be incontestable unless the
special circumstances outlined above exist.

tion

on

the

certain

Appeals
Section 20 of the Lanham Act

provides

for

appeal

an

to the Commis

sioner from any final decision of the examiner of interferences or of
the examiner in charge of the registration of marks. This provision is

substantially

a

re-enactment of Section 8 of the 1905 Act.

Section 21 of the Lanham

which

provides for appeals either to
Appeals or to the district court under
Section 49 15, 85 introduces an important change in that either party to
an inter-partes proceeding may elect to have all further proceedings
Act,

the Court of Customs and Patent

conducted in the District Court under Section 4915. It is

common

prac

tice in actions under this section for the

winning party in the Patent
Office to counterclaim for infringement. Since, under Section 21, either
party may elect to have further proceedings before the district court,
it is possible for the winning party in the Patent Office to compel proceed
ings in a court having jurisdiction to decide infringement issues as well
as

the issues before the Patent Office.

Assignments
Section 10 of the Lanham Act provides that
application has been filed

a

registered

mark

or

a

mark for which
"shall be

assignable with the goodwill of the business in which the mark is
with that part of the goodwill of the business connected with the use
of and symbolized by the mark, and in any such assignment it shall not be neces
sary to include the goodwill of the business connected with the use of and

used,

or

symbolized by

any other mark used in the business
under which the business is conducted.
."
.

or

by

the

name

or

style

.

This represents a considerable liberalization of existing law. Under
Section 10 a registrant who owns several marks may dispose of one
mark if he wishes to do so. He can transfer one mark to an
assignee
"Rev. Stat. 4915 (1875), 35 U. S. C. � 63 (1940).
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with that part of the good will of the business that that mark symbolizes
without a transfer of his entire business.
Section 10 also contains the proviso "that any assigned registration
may be cancelled at any time if the registered mark is being used by,
or with the permission of, the assignee so as to misrepresent the source

services in connection with which the mark is used."
proviso is also contained in Section 14(c) as
described previously. The application of this proviso of Section 10
will usually require an analysis of the function and significance of the
particular mark involved. For example, if the mark denotes to the pur
of the

goods

or

The substance of this

a particular location or points to a particular individual
use
the
of the mark by someone located in another area, or
source,
someone other than the particular individual, would work a deception
on the public.
Use of a registered mark by or with the permission of
the registrant so as to misrepresent the source of the goods or services
might make the registrant or user liable under Section 43(a), but would
apparently not permit cancellation of the mark itself.
Section 10 then provides "assignments shall be by instruments in

chasing public

writing duly executed." Any assignment which does not comply with
the requirements of Section 10, for example an oral assignment, would
not transfer the assignor's registered trade-mark.
Section 10 further provides that "acknowledgment shall be prima
facie evidence of the execution of an assignment and when recorded in
the Patent Office the record shall be prima facie evidence of execution."
As a practical matter, "where a trade-mark has been registered and
assigned, the assignment being acknowledged before a proper officer
in accordance with the statute and placed of record agreeable to the
provisions of the statute, such assignment should be regarded as prima
facie evidence of the assignee's ownership of the mark".86 The require
ments for an acknowledgment or verification are specified in Section 11
and

are

conventional.

Section

10 further

provides that "an assignment shall be void as
subsequent purchaser for a valuable consideration without

against any
notice, unless it is

recorded in the Patent Office within three months
or prior to such subsequent purchase." This
pro

after the date thereof

vision is substantially the same as the statute relating to the recording
of patent assignments87 and presumably will be given substantially the
same construction by the courts.
v. Ostrex Co., 136 F. (2d) 249, 2S2 (C. C. P. A., 1943).
"SS Stat. 634 (1941), 35 U. S. C. � 47 (Supp. 1946).

^Rosengart
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The Commissioner is authorized to issue the certificate of

registration
applicant provided the assignment is properly re
corded.88 After a mark has been registered, a new certificate of regis
tration shall be issued for the unexpired term to an assignee upon request
and "upon proper showing" and payment of a fee.89 Presumably the
"showing" required relates only to the fact of assignment and a recorded
assignment would undoubtedly be adequate evidence of this fact.
to

assignee of

an

the

Infringement
The Lanham Act introduces substantial

advantages and improvements
enforceability of trade-mark rights. Many of these advantages
apply only to registrations under the Lanham Act.
Section 39 gives to the federal courts jurisdiction "of all actions aris
ing under this Act, without regard to the amount in controversy or to
diversity or lack of diversity of the citizenship of the parties."
Under Section 16 of the Act of 1905, a certificate of registration was
only "prima facie evidence of ownership." Section 33(a) of the Lanham
Act provides "any certificate of registration issued under the Act of
March 3, 1881, or the Act of February 20, 1905, or of a mark registered
on the principal register provided by this Act and owned
by a party
to an action shall be admissible in evidence and shall be prima facie
evidence of registrant's exclusive right to use the registered mark in
commerce on the goods or services specified in the certificate
subject to
." Section 33(a) thus
any conditions or limitations stated therein.
places on the alleged infringer of a registered mark the burden of proving
his right to use the alleged infringing mark. This provision would seem
to be of particular importance in the case of
descriptive, geographical
or surname marks which become
registrable under Section 2(f) and
are registered on the
principal register. While in such cases the alleged
infringer may have a right to use such descriptive or geographical term
or his own
surname, the burden would be upon him to prove such right.
Section 29 requires the owner of a mark registered under the Act of
1881, the Act of 1905 or the Lanham Act to give notice that the mark
is registered by displaying with the mark one of the
following legends:
(1) "Registered in U. S. Patent Office", (2) "Reg. U. S. Pat. Off.", or
(3) The letter R enclosed within a circle. Unless such notice is given
or unless the
infringer has actual notice of the registered mark, no
in the

.

^See

note 4

"Ibid.

supra at � 7(c).

.
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profits or damages may be recovered and relief is limited to injunction.
This provision is substantially similar to the marking section of the
Patent Law.90
Section 16 of the Act of 1905 specifies the elements of technical trade
infringement in narrow limited terms. Section 32(1) of the Lan

mark

ham Act broadens
and

considerably

the concept of trade-mark

infringement

provides
"any person who shall in commerce, (a) use, without the consent of the reg
istrant, any reproduction, counterfeit, copy, or colorable imitation of any regis
tered mark in connection with the sale, offering for sale, or advertising of any
goods or services on or in connection with which such use is likely to cause
confusion or mistake or to deceive purchasers as to the source or origin of such
shall be liable to civil action by the registrant for any
goods or services
."
and all of the remedies hereinafter provided.
.

.

.

.

.

The term "counterfeit" is defined in Section 45

"a

spurious mark
with,
substantially indistinguishable from, a regis
tered mark" and Section 45 defines "colorable imitation" as including
"any mark which so resembles a registered mark as to be likely to cause
confusion or mistake or to deceive purchasers."
Under the 1905 Act, affixation' of the infringing mark was an essential
element of infringement91 but Section 32(1) of the Lanham Act defines
infringement in terms broad enough to include sales and resales of goods
or services bearing the infringing mark even though such infringing
mark was affixed by some other infringer. Section 32(1) specifically
includes the use of an infringing mark in advertising apart from the
goods themselves and thus remedies another deficiency in the prior
trade-mark legislation. Section 32(1) omits the technical test of "same
descriptive properties" of Section 16 of the 1905 Act and measures
infringement by the common law test of likelihood "to cause confusion
or mistake or to deceive purchasers."
Section 16 of the Act of 1905 recognizes only one type of trade-mark
infringement: reproducing, counterfeiting, etc., the registered mark, and
affixing the same to merchandise of substantially the same descriptive
properties. Section 32 of the Lanham Act takes a more realistic view
and recognizes specifically two forms of infringement: direct infringe
ment and a sort of contributory infringement which may be committed
by printers, publishers, and the like, with or without knowledge of the
which is identical

as

or

M44 Stat. 10S8 (1927), 35 U. S. C. � 49 (1940).
^Ironite Co. v. Guarantee Waterproofing Co., 52 F. (2d) 288 (W. D. Mo.
on other grounds 64 F. (2d) 608 (C. C. A. 8th, 1933).

1931),

rev'd
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ultimate direct

infringement. Under the 1905 Act, infringement
goods but it is obvious that infringement

limited to confusion of

involve confusion of businesses

broadly enough

to

as

well.

include both types of

was
can

The Lanham Act is worded

infringement.

Defenses

33(a) provides that in suits involving registered marks which
incontestable, the defendant shall not be precluded
"from proving any legal or equitable defense or defect which might
have been asserted if such mark had not been registered." However, it
should be noted, that Section 22 which makes registration constructive
notice of the registrant's claim of ownership precludes the defense that
an alleged infringing mark was adopted innocently and in good faith
without knowledge of the registrant's claim.
Section 33(b) makes marks which have become incontestable under
Section 15 "conclusive evidence of the registrant's exclusive right to use
the mark in commerce on or in connection with the goods or services
specified in the certificate subject to any conditions or limitations stated
therein.
." Under Section 15, only marks which are registered under
the provisions of the Lanham Act or marks which are registered under
the Act of 1881 or the Act of 1905 and published under Section 12(c)
of the Lanham Act become incontestable; therefore the provisions of
Section 33(b) do not apply to registrations under the Act of 1905 or
the Act of 1881 unless such registrations are republished under Section
12(c) of the Lanham Act.
Section 33(b) then lists seven specific defenses or defects available
against an incontestable mark. The listed defenses or defects are specific
and do not include any such general language as "legal or equitable
defense or defect" as does Section 33(a), so that the defenses listed are
probably exclusive.
The first three defenses listed in Section 33(b) against "incontest
able" marks are grounds upon which cancellation proceedings may be
instituted at any time under Section 14(c) so that, in reality, marks
against which such defenses may be established do not become incon
Section

have not become

.

.

testable under Section 15. These three defenses

"(1)
obtained

"(2)
"(3)
with the

goods

or

That the

registration
fraudulently; or

or

the incontestable

are as

right

to

follows:
use

That the mark has been abandoned
That the registered mark has been

the mark

was

by the registrant; or
assigned and is being used, by or
permission of the assignee, so as to misrepresent the source of the
services in connection with which the mark is used;
."
.

.
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These three defenses have been discussed in detail in connection with
Section

14(c).

The fourth defense to an incontestable mark is that "the use of the
name, term or device charged to be an infringement is a use, otherwise
than as a trade or service mark, of the party's individual name in his
own

business,

party,
in

of

or

a

or

of the individual

term or

good faith only

to

of anyone in privity with such
descriptive of and used fairly and

name

device which is

describe to

users

the

goods

or

services of such

The purpose of this section is
geographic origin.
party,
to avoid some of the difficulties involved in trade-marks which are
descriptive, geographical or surnames and have become registrable
or

their

.

.

."

2(f) and incontestable under Section 15. This defense
subject of considerable discussion and revision in the hearings
various bills which preceded the Lanham Act. In one of these pre

under Section
was
on

the

decessor bills92 this defense
terms

rigorous

so

worded in much stricter and

was

that the defense consisted of

use

"of

a

term

or

more

device

merely descriptive of and necessary truthfully to describe the
services of the defendant, or of a term which is primarily
goods
descriptive of their geographic origin."93 In a later bill94 the defense
appears in its final form and was described in the hearings by a witness
who had participated in the drafting of this section of the Act in the
following language: "Where you take a secondary meaning mark and
make it incontestable, then you will have to provide that anyone fairly
using that mark or at least the words which constitute the mark in their
primary descriptive meaning is protected, is not held as an infringement,
and that is what we endeavored to do with the compromise amendment
which is

or

which

was

drawn up, and I think

we

have done that rather

success

fully."95
as

The fifth defense is that "the mark whose use by a party is charged
an infringement was adopted without knowledge of the registrant's

prior use and has been continuously used by such party or those in
privity with him from a date prior to the publication of the registered
mark under subsection (a) or (c) of section 12 of this Act.
." This
defense is somewhat ambiguous as applied to the situation in which the
alleged infringer is the prior user of the mark. If the alleged infringer
adopted the mark before the registrant, such adoption is necessarily
.

^H. R.

5461,

.

77th Cong., 1st Sess. (1941).

�*Id. at � 33(b) 4.
MH. R. 82, 78th Cong., 1st Sess. (1943).

^Hearings before

Committee

on

Patents

on

H. R. 82, 78th

Cong.,

1st Sess.

(1943) 25.
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done without

knowledge

of the

use, and probably that
the court. It is to be noted

registrant's prior

is the construction which will be

adopted by
knowledge of the registrant's prior "use" is required, so that pre
sumably knowledge of a registration under the Act of 1881 or the Act
of 1905, prior to publication of such registration under Section 12(c)
of the Lanham Act, would not eliminate this defense.
This defense contains the proviso that it shall "apply only for the
area in which such continuous prior use is proved." Thus even though
the alleged infringer adopted his mark innocently and in good faith
without knowledge of or even prior to the adoption and use by the regis
trant, the alleged infringer is nevertheless restricted and limited in the
use of the mark to the territory in which such mark was used at the
time of publication of the mark under subsections (a) or (c) of Sec
tion 12, even though the alleged infringer might have expanded his
activities and use of the mark into other territory prior to the mark's
becoming incontestable. Priority of adoption and use constitutes a
ground for opposition under Section 13 or cancellation under Section 14,
but once the registered mark has become incontestable the prior mark
is effective only in the limited area and field of the previous use.

that

The sixth defense is that
use is charged as an infringement was registered and used
publication under subsection (a) or (c) of section 12 of this Act
of the registered mark of the registrant, and not abandoned; provided, however,
That this defense or defect shall apply only where the said mark has been
published pursuant to subsection (c) of section 12 and shall apply only for the
area in which the mark was used prior to the date of publication of the regis

"the mark whose

prior

to the

trant's mark under subsections

This subsection
on

H. R.

was

82,96

amendment

one

was

(a)

suggested

or

as

(c)

amendment

an

of the bills which

suggested by

one

of section 12 of this Act."

preceded

during

the

Hearings

the Lanham Act.

of the witnesses in the

hearings

The

who

"The amendment treats only of one basic situation; namely,
the protection of a mark registered under the old Act and presently in
use, against the effects of incontestability obtained by another registrant
under the new Act."97 One of the principal objects of the Lanham Act
stated:

is to encourage

registration

and to encourage

under Section

registrants, under the old
place all registrations on

publish
12(c)
register provided by the Lanham Act. Thus this defense
apply to all marks registered under the Act of 1881 or 1905,
acts,

to

so as

to

the

"'Hearings before
"Ibid.

Committee

on

Patents

on

H. R. 82, 78th

Cong.,

2d Sess.

does not
but

(1944)

only
55.

The Georgetown Law

194

such marks

as

are

published

Journal

under subsection

(c)

[Vol.

35: p. 147

of Section

12, and

brought under the Lanham Act.
The seventh defense is that "the mark has been

thus

or is being used to
violate the antitrust laws of the United States". This defense or defect
was not contained in the Lanham Bill as it passed the House of Repre
sentatives98 and the Senate added the defense in the following words:
"That the mark has been or is being used in violation of the Antitrust
The present wording of the Act was
Laws of the United States."99
arrived at in the joint House and Senate Committee and the conference

report of that committee
"This amendment

states:

of a registered mark in violation of
defense to a suit by the registrant. The
amendment substituting the words 'to violate' for the

provides that

the

the Antitrust Laws shall constitute
House recedes with

an

use

a

This amendment provides an additional defense to the
conclusive evidence rule of a certificate of registration of a mark which has
become incontestable under Section 15. It does not and is not intended to en
large, restrict, amend or modify the substantive law of trade-marks either as
set out in other sections of this Act or as heretofore applied by the courts. The
amendment does not and is not intended to affect the validity of the mark nor
affect the right of the registrant to continue to use or enforce his rights in the
mark. If it is established that the registrant has used or is using his registered
mark which has become incontestable as the legal, causal and efficient instru
mentality to violate the Antitrust Laws of the United States, such registrant
is denied the benefit of the rule that the certificate of registration is conclusive
evidence of his exclusive right to use the mark. Under such circumstances the
certificate is only prima facie evidence of his exclusive right to use, and he
must be prepared to carry the additional burden of proof as though his mark
had not become incontestable."100
words 'in violation of.

33(b) (7) pays lip service to the antitrust laws but the amend
and conference report show that Congress intended that the

Section
ments

defense be
be of little

strictly limited and, as
importance. It is

so

limited,

the defense will

probably

easy to see how trade-marks may be
incidents of a conspiracy to violate

or no

as one of the instruments or
the antitrust laws101 but in most instances the restraint of trade will
result from the conspiracy and the trade-mark will implement the con

used

spiracy rather

than be the

"legal,

causal and efficient

instrumentality."

"H. R. 1654, 79th Cong., 1st Sess. (1945).
"See note 79 supra.
100See note 48 supra at 6.

10lSee Diggins, Trade-Marks and Restraints of Trade (1944) 32 Georgetown L. J. 113;
Borchard, Are Trade-Marks an Antitrust Problem? (1943) 31 Georgetown L. J. 245;
Note (1944) 32 Georgetown L. J. 171.
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cases involving trade-marks, the restraints resulted from
the agreements, and trade-mark rights were allocated in accordance with
the agreements. It is doubtful that the marks themselves would fall
within the narrow construction of Section 33(b) (7) given in the Con

In antitrust

ference

Report.

The fact that Section 33(b) limits the defenses against an incontest
able mark to seven specific issues is possibly not conclusive. It is diffi
cult to imagine an equity court granting injunctive relief to a registrant
who comes into court with unclean hands, even though the defendant is
one of the seven specific defenses listed in Section
Other equitable doctrines such as laches and estoppel would
probably also preclude injunction and damages in the case of an incon
testable mark. However, there is always the possibility that the courts
might give the Act a strict and technical construction, precluding any
defense except those specifically enumerated.103

unable to establish

33(b).102

Remedies
Sections 35 and 36 of the Lanham Act

the

damages and other
injunctive relief
is found necessary. Subject to the provisions of Section 29, that is, that
the registrant has marked with notice of registration and of Section
32(2) (b) which excepts printers, publishers, etc., and "subject to the
principles of equity", the registrant shall be entitled to recover (1)
defendant's profits, (2) damages sustained by the plaintiff, and (3) costs
of the action. In assessing profits, the plaintiff is required to prove only
defendant's sales, and the burden is upon defendant to prove all elements
of cost or deduction claimed. Section 35 also permits an award not ex
ceeding three times the amount of the actual damage. With respect to
profits and damages, Section 35 provides "if the court shall find that
the amount of the recovery based on profits is either inadequate or
excessive the court may in its discretion enter judgment for such sum
as the court shall find to be just, according to the circumstances of the
relief which

case.

Such

a

court

sum

compensation

can

specify

order in addition to whatever

in either of the above circumstances shall constitute

and not

a

penalty."

Section 35 follows very closely Sections 16 and 19 of the 1905 Act but
it does place much broader discretion in the court. During the Hearings
on H. R.
102, H. R. 5461, and S. 895104 it was urged that some limitation
1<eSee Morton Salt Co.
10S5ee Vortex Mfg. Co.
10*See note 65 supra.

v.
v.

Suppiger Co., 314 TJ. S. 488 (1942).
Ply-Rite Contracting Co., 33 F. (2d)

302

(D. Md. 1929).
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the court in the entry of judgment based on profits.
was imposed and the amount of the judg
ment which can be awarded is thus a matter of judicial discretion and
is subject to all of the limitations of judicial discretion.
Section 36 provides for the delivering up and destruction of all in

However,

no

on

such limitation

fringing labels, signs, prints, etc.,
molds, matrices and other means

of the

all

for

section is

infringing mark and
making the same. This

plates,

similar to Section 20 of the 1905 Act but is broader in that it includes

plates, molds, matrices, etc.
Section 32(1) (b) extends civil liability to any person who shall
".
reproduce, counterfeit, copy, or colorably imitate any such mark
and apply such reproduction, counterfeit, copy, or colorable imitation
to labels, signs, prints, packages, wrappers, receptacles, or advertise
.

.

ments intended to be used upon

of such

or

services.

in connection with the sales in

."

This

com

particular provision is
designed to afford relief against printers, publishers and the like who
produce the infringing marks but who do not directly infringe. In pro
tecting a registrant against the sort of contributory infringement which
is committed by printers, publishers, and the like who print or publish
the infringing mark, it is necessary to protect those printers and pub
lishers who print or publish the infringing mark without knowledge that
it is to be used in infringement of a registered mark. Section 32(2) (a)
limits the registrant's rights against such infringers to an injunction and
specifically provides that damages shall not be recovered so long as the
infringement is innocent. In the case of the publisher of a newspaper
or magazine or other periodical, even the right to injunctive relief is
limited so that the registrant cannot prevent infringement "... when
restraining the dissemination of such infringing matter in any particular
issue of such periodical would delay the delivery of such issue after
."105
the regular time therefor.
Section 34 of the Lanham Act greatly broadens the injunctive relief
to which a registrant is entitled and strengthens and simplifies the
enforcement of such an injunction. Section 34 vests the federal courts
with ".
power to grant injunctions, according to the principles of
and
upon such terms as the court may deem reasonable, to pre
equity
vent the violation of any right of the registrant of a mark registered
in the Patent Office." Possibly this section will have the effect of ex
tending the defenses available to a defendant charged with the infringemerce

goods

or

.

.

.

.

106See note 4 supra at � 32 (2) (c).

.

.
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principles of equity" include such
matters as laches, estoppel, acquiescence and unclean hands106 and
under Section 34 the courts are empowered to grant injunctions only
in accordance with these principles. Therefore, it would seem tfiat
despite the strict language of Section 33(b), a defendant would not be
precluded from presenting equitable defenses.
Section 34 strengthens and simplifies the enforcement of any such in
junction by providing that the injunction may "... include a provision
directing the defendant to file with the court and serve on the plaintiff
within thirty days after the service on the defendant of such injunction,
a report in writing under oath setting forth in detail the manner and
form in which the defendant has complied with the injunction." Ordi
narily a court does not designate in detail the changes necessary to
eliminate the consequences of infringement and the burden is upon
the trade-mark owner to follow the infringer's activities and see that the
injunction is obeyed. This provision of Section 34 in effect places upon
the infringer the burden of showing compliance with the injunction
while leaving such defendant a certain amount of freedom in selecting
a method of compliance.
This at once facilitates and simplifies the en
forcement of the decree while relieving the court of the burden of
attempting to frame the details of conduct necessary to purge the defend
ant's infringing practices.
Section 34 affords a further means for readily securing compliance
with an injunction by providing that an injunction may be served
wherever the defendant may be found "... and shall be operative and
may be enforced by proceedings to punish for contempt, or otherwise,
by the court by which such injunction was granted, or by any other
United States district court in whose jurisdiction the defendant may
be found." Section 34 vests in the court within whose jurisdiction the
defendant may be found, full authority to enforce the injunction and

ment of

an

incontestable mark. "The

...

provides for the transfer to such court of all papers upon which the
injunction was originally granted.
Section 34 further provides that the clerks of the several courts shall
notify the Commissioner of any action, suit or proceeding arising under
the Act, giving the names and addresses of the litigants, the number or
numbers of the registration or registrations involved, and the decision
rendered. It is the duty of the Commissioner to endorse such notice upon
the file wrapper of the registration or registrations and to incorporate the
1MSee note 4 supra at � 19.
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same as a part of the contents of the file wrapper. Investigations of the
file wrappers of registered marks will therefore show all of the proceed
ings in which the mark is involved or has been involved, and will show
the results of those proceedings.

Section 37

provides:

"In any action involving a registered mark the court may determine the right
to registration, order the cancellation of registrations, in whole or in part, restore

cancelled registrations, and otherwise rectify the register with respect to the
registrations of any party in the action. Decrees and order shall be certified
by, the court to the Commissioner, who shall make appropriate entry upon the
records of the Patent Office, and shall be controlled thereby."

This represents a substantial improvement over the present law, where
if a suit is brought on a registered mark in the district court, and the
district court holds the registration invalid, the court has no power to

registration. A new and separate proceeding in the Patent
give effect to the court's decision. Section 37 en
registered marks before it, to make such orders as
are necessary to rectify the register and thus eliminate the necessity
of the additional proceedings in the Patent Office under the existing law.
cancel such

Office is necessary to
ables a court, having

The power of the court to order cancellations under Section 37 is
stated in very broad terms and possibly applies even to incontestable
marks. Under Section 14, one cannot "apply to cancel" a registration
after five years, but under Section 37 a court is authorized to "order
the cancellation" of a registration. Even though Section 15 makes no

provision
that

a

for the cancellation of

an

incontestable

mark,

it would

seem

court would be able to order such cancellation under the broad

grant of authority given in Section 37.
Section 38 provides: "Any person who shall procure registration in
the Patent Office of a mark by a false or fraudulent declaration or repre
oral or in writing, or by any false means, shall be liable in a

sentation,

civil action by any person injured thereby for any damages sustained in
consequence thereof." This section is substantially identical with Sec
tion 25 of the 1905 Act, but it represents a slight improvement in

explicit terms of Section 38 do, however, raise some ques
meaning of Section 14(c) and Section 33(b) (1). Section
14(c) permits an application for cancellation to be filed at any time if
the registration "was obtained fraudulently" and Section 33(b) (1)
makes it a defense against an incontestable mark "that the registration
or incontestable right to use the mark was obtained fraudulently." The
use of different language in Section 38 from that used in Sections 14(c)
wording.

The

tion

the

as

to
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and 33(b) (1) would normally indicate that Congress intended a dif
ferent meaning; but it is difficult to see how a mark could be obtained
fraudulently or could become incontestable fraudulently otherwise than
by "a false or fraudulent declaration or representation, oral or in writ
ing, or by any false means," as specified in Section 38. It would seem,
therefore, that if a registrant were liable under Section 38, the mark
would be subject to cancellation under Section 14(c) and would be sub
ject to the defense of Section 33(b) (1) even though more than five
years had passed after registration and the mark has presumably become
incontestable.
Imports
Section 42 of the Lanham Act is

re-enactment of Section 27 of the
the
prohibits
importation of goods carrying
the marks or names of domestic manufacturers or foreign manufacturers
located in foreign countries which afford similar privileges to citizens
of the United States. Goods bearing such infringing marks or names
are not admitted to entry at any customs house and in order to facilitate
the stoppage of such goods in the customs house, the owner of such mark
or name may deposit such marks or names and certificates of registra

Act of 1905.

a

This section

tion of trade-marks with the Treasury Department and the Treasury
Department shall transmit such marks, names and copies of certificates
of registration to each collector or other proper officer of customs.
False Designations

of

43(a) prohibits the use of
descriptions of goods or services.

Section
false

Origin

and

false

False Descriptions

designations of origin
provides :

and

This section

"Any person who shall affix, apply, or annex, or use in connection with any
goods or services, or any container or containers for goods, a false designation
of origin, or any false description or representation, including words or other
symbols tending falsely to describe or represent the same, and shall cause such
goods or services to enter into commerce, and any person who shall with knowl
edge of the falsity of such designation of origin or description or representation
cause

the

by
or

or

same

procure the same to be transported or used in commerce or deliver
to any carrier to be transported or used, shall be liable to a civil action

any person

in the

region

in the locality falsely indicated as that of origin
locality is situated, or by any person who believes
be damaged by the use of any such false description

in which said

or is likely
representation."

that he is
or

doing business
to

While somewhat similar to Section 3 of the Act of
'41 Stat. 534 (1920), 15 TJ. S. C. � 123 (1940).

1920,107

Section

43(a)
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important changes in the nature of the actionable wrong and
probably also as to the right to maintain the action.
Under Section 3 of the Act of 1920, a "false designation of origin"
is actionable if used "willfully and with intent to deceive". Section 43(a)
makes both "a false designation of origin" and a "false description"
actionable and there is no requirement of proof of intent. Under Sec
tion 43(a) even an unintentional false description, or designation of origin
is tortious and it is difficult to reconcile this section with Section 2(e)
which apparently permits registration of such marks. Much of the diffi
culty arises from the fact that Sections 43(a) and 2(e) use different
language. Section 43(a) refers to "a false designation of origin", to a
"false description and representation", and to words or symbols "tend
ing falsely to describe". This language is entirely different from the
phraseology used in Section 2(e), "deceptively misdescriptive" and
deceptively misdescriptive". Ordinarily when a
"geographically
statute uses different language in several sections, it is assumed that
the sections have a different meaning, but nothing in the history of the
Act indicates any difference in meaning between Sections 43(a) and
2(e). Because of the stated purpose of the Act, it is probable that the
use of "deceptively misdescriptive" and "geographically
deceptively
misdescriptive" marks under Section 2(e) would subject the user to
liability under Section 43(a).
Under common law, one competitor could not sue another for false
marking unless palming off was proven. In American Washboard Co.
v. Saginaw Manufacturing Co., the court said: "The thoroughly estab
lished principle that the private right of action in such cases is not
based upon fraud or imposition on the public but is maintained solely
for the protection of the property right of complainants. It is true that
in these cases it is an important factor that the public is deceived, but
it is only when this deception induces the public to buy the goods as
those of the complainant that a private right of action arises."108 Sec
tion 43(a) gives a right of action to any person who "is or is likely
to be damaged" and this clause may correct the deficiency in the com
mon law and provide a right of action by one competitor against an
other falsely and fraudulently marking his goods. Under common law
actual damage had to be proved, but a liberal interpretation of Section
43(a) in accordance with the intent of the Act would recognize the like
lihood of damage to competitors.
makes

.

.

.

.

'103 Fed. 281, 285 (C. C. A. 6th, 1900).

.

.
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The Supplemental Register

provided for the registration of technical trade-marks
5(b) specifically prohibited registration of descriptive or
geographical marks or marks which consist merely of the name of a
which
person, firm, corporation or association. International conventions
marks
be
that
such
to
marks
usually
require
register
permit foreigners
first registered in the home country of the foreigner. Because of the
requirements of the 1905 Act, many trade-mark owners in the United
States were unable to register their marks in this country and were
therefore unable to qualify for registration in foreign countries.
The 1905 Act

and Section

The 1920 Act

of the 1920 Act

was
was

drafted to correct this situation and the purpose
clearly expressed by the Senate Committee in the

following language:
"It is simply for the purpose of enabling manufacturers to register their
trade-marks in this country for the purpose of complying with legislation in
foreign countries, which necessitates registration in the United States as a pre
liminary for such foreign registration. As the law now stands, it enables trade
mark pirates in foreign countries to register as trade-marks, the names and
marks of the American manufacturers, and thus levy blackmail upon them."109

accomplish its purpose, the 1920 Act permits registration
descriptive, geographical and name marks which are not registrable
under the 1905 Act. In Armstrong Paint & Varnish Works v. Nu-Enamel
Corporation, the Supreme Court said:
In order to

of

"To construe

(b)

of the 1920 act to bar names,

descriptive marks and merely

geographical

terms would make the subsection useless.

its inclusion

was

to widen the

The obvious purpose of

eligibility of marks."110

principal register, the Lanham Act provides for
register" provided in the Act of 1920, to be
known as the supplemental register.111 The substantive rights accruing
from registration on the supplemental register are different from those
derived from the principal register and in order to prevent confusion
between marks on the principal register and those on the supplemental
register, Section 25 specifies that the certificates of registration "shall
be conspicuously different".
The requirements for registration on the supplemental register are
substantially the same as for registration under the Act of 1920. All
In addition to the

"a continuation of the

109Sen. Rep. No. 432, 66th Cong., 2d Sess. (1920) 2.
U030S U. S. 31S, 329-330 (1938).
mSee note 4 supra

at

� 23.
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capable of distinguishing the applicant's goods or services, and
register able on the principle register, are register able on the supple
mental register except such marks as are declared unregisterable under
paragraphs (a), (b), (c), and (d) of Section 2. For registration on
the supplemental register "a mark may consist of any trade-mark, sym
bol, label, package, configuration of goods, name, word, slogan, phrase,
surname, geographical name, numeral or device, or any combination"
thereof so long as it is capable of distinguishing the applicant's goods
marks

not

or

services.112
Like Section

1(b) of the Act of 1920, Section 23 permits registration
supplemental register only of marks "which have been in lawful
use in commerce by the
proprietor thereof upon or in connection with
any goods or services for the year preceding the filing of the applica
tion." However, Section 23 further provides that "upon a proper show
ing by the applicant that he has begun the lawful use of his mark in
foreign commerce and that he requires domestic registration as a basis
for foreign protection of his mark, the Commissioner may waive the
requirement of a full year's use and may grant registration forthwith."
Section 23 provides for the examination of applications for registra
tion on the supplemental register in the same manner as applications
for registration on the principal register, but Section 24 specifically
provides that marks for the supplemental register "shall not be published
for or be subject to opposition."
Section 24 provides that marks on the supplemental register are sub
ject to cancellation proceedings "at any time", and cancellation pro
ceedings are conducted before the Examiner of Interferences subject to
the same rules of procedure as marks on the principal register. Section 24
then specifies three grounds upon which a mark on the supplemental
register may be cancelled: (1) that the registrant was not entitled to
register the mark at the time of his application for registration; (2) that
the mark is not used by the registrant; and (3) that the mark has been
abandoned. Under the ordinary rules of statutory construction, the
recital of these three grounds for cancellation would appear to eliminate
other grounds and the differences between the grounds for cancellation
of a mark on the supplemental register under Section 24 and the grounds
for cancellation of a mark on the principal register under Section 14(c)
are noteworthy.
Under Section 24 a mark on the supplemental register would be canon

the

'Ibid.

19471
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prohibition of Section 2(d); that is, if it
goods of the applicant to cause confusion
or mistake or to deceive purchasers." This is not a ground for cancella
tion of a mark under Section 14(c) after the expiration of five years
from the date of registration. On the other hand, Section 14(c) permits
cancellation proceedings to be instituted at any time in the case of an
assigned mark where the mark is being used "by or with the permission
of the assignee so as to misrepresent the source of the goods or services."
This ground would apparently not apply to a mark on the supplemental
register under Section 24.
Section 26 provides that "the provisions of this Act shall govern so
far as applicable applications for registration and registrations on the
supplemental register as well as those on the principal register," but
specifically excepts marks on the supplemental register from the provi
sions of the following sections: 2(e), which denies registerability to
descriptive, misdescriptive, geographical and surname marks; 2(f),
which permits registration of secondary meaning marks on the principal
register; 7(b), which makes registration prima facie evidence of valid
ity of the registration, ownership of the mark and exclusive right to use;
12(a) and 13, which relate to opposition proceedings; 14 and 15, which
relate to incontestability; 16 to 18, which relate to interferences and
oppositions; 22, which makes registration constructive notice of the
registrant's claim of ownership; 33, which makes the certificate of
registration evidence of ownership and exclusive right to use; and 42,
which prohibits imports of goods bearing registered marks. The elimi
nation of the benefits of Section 42 is further amplified by Section 28
which provides: "Registration on the supplemental register or under
the Act of March 19, 1920, shall not be filed in the Department of the
Treasury or be used to stop importations."
The Section 9 of the 1905 Act provided for appeals to the courts from
decisions of the Patent Office but the 1920 Act did not provide for any
appeal from a decision of the Commissioner of Patents. For this reason
the 1920 Act was construed as denying to an applicant for registration
or a petitioner for cancellation the right to a judicial review of a decision
of the Commissioner.113 Section 26 makes the provisions of Section 21
applicable to marks on the supplemental register and permits judicial
review of a decision by the Commissioner either by appeal or under
Revised Statute 4915. The applicant for registration of a mark on the

cellable if it fell within the
was

"likely when applied

^Macleay

Duff Distillers

v.

to the

Frankfort

Distillers,

129 F.

(2d) 695 (C. C. P. A., 1942).
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supplemental register and the parties to a proceeding to cancel a mark
registered on the supplemental register thus have a full and complete
right of appeal to the courts.
Under Section 26, Section 8 limiting the term of registration to twenty
years and Section 9 permitting renewal of registrations, are made appli
cable to marks registered on the supplemental register. Registration
under the Act of 1920 was perpetual, unless the registration was can
celled by proceedings under Section 2, and in order to bring registrations
now in effect under the 1920 Act into conformity with marks on the
supplemental register, Section 46 provides:
19, 1920, shall expire
twenty years from the dates
of their registrations, whichever date is later. Such registrations shall be subject

"Registration

now

existing

under the Act of March

six months after the effective date of this

Act,

or

provisions of this Act relating to marks
supplemental register established by this Act, and may not
be renewed unless renewal is required to support foreign registrations. In that
event renewal may be effected on the supplemental register under the provisions
to and entitled to the benefits of the

registered

on

the

of section' 9 of this Act."

affidavit that the mark is still in use, inactive
marks will tend to disappear from the supplemental as well as from the

Since Section 9 requires

an

principal register.
Section 27 clarifies the relationship between the supplemental register,
2(e) which denies registrability to descriptive, misdescriptive,

Section

marks, and Section 2(f), which permits regis
principal register if such marks have become
distinctive of the registrant's goods or services. Under existing law, a
mark was registrable under the 1905 Act or the 1920 Act depending
upon its nature, and if a mark were registrable under the Act of 1920,
it could not thereafter become registrable under the Act of 1905. The
supplemental register provides for the registration of descriptive, mis
descriptive, geographical and surname marks, which are not registrable
on the principal register under Section 2(e), but if such a mark becomes
distinctive of the owner's goods in commerce, it becomes registrable on
the principal register under Section 2(f). Section 27 therefore provides
that "registration of a mark, on the supplemental register or under the
Act of March 19, 1920 shall not preclude registration by the registrant
on the principal register established by this Act".
Once the Lanham Act goes into effect, it will be possible for descrip
tive, misdescriptive, geographical and surname marks to" become regis
trable on the principal register and to have whatever protection the
geographical

and

surname

tration of such marks

on

the
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during the period required for such marks
One year after such a mark is adopted, it may
be registered on the supplemental register under Section 23 and assuming
that no cancellation proceedings are instituted, five years exclusive and

supplemental register

offers

to become distinctive.

registrable on the principal register
published for opposition, and
2(f).
if the mark is not successfully opposed and no successful cancellation
proceedings are instituted within the five year period provided in Sec
continuous

use

will make the mark

under Section

tion

The mark will then be

14, the mark will become incontestable under Section 15. The

fact that the mark
ter would have

no

was

at one time

effect

on

its

registered
registrability

the supplemental
under Section 2(f).

on

mere

regis

International Conventions

The United States is party to several treaties or conventions for the
protection of industrial property including trade-marks and these treaties
are not self executing. One of the stated objects of the Lanham Act is
"to provide rights and remedies stipulated by treaties and conventions
respecting trade-marks, trade-names and unfair competition entered into
between the United States and

foreign nations",114

and Section 44 enacts
44
Section
liberalizes
the registra
rights
tion of foreign marks owned in convention countries and provides effec
tive means for protecting such marks in the United States.
As its title indicates, the 1920 Act was designed to give effect to a
particular convention and Section 1 (a) of that Act provided for a register
of marks communicated to the Commissioner in accordance with that
and remedies into law.

these

convention. Section 44(a) of the Lanham Act provides for a register
which "shall be a continuation of the register" of Section 1(a) of the
Act of 1920 but expands this register to include marks communicated
under any convention or treaty to which the United States "is or may

become
1.
2.
3.
4.

5.

a

party." This register

is

required

to show:

A facsimile of the mark

or trade or commercial name,
The name, citizenship and address of the registrant,
The number, date, term and place of the first registration,
The goods or services to which the mark is applied and
"Such other data as may be useful".

This information is substantially identical with that
Section 1(a) of the 1920 Act.
'See note 4 supra at � 45.

required under
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The benefits of the Lanham Act are made available to trade-mark
in convention countries by Section 44(b) which provides:

owners

"Persons who are nationals of, domiciled in, or have a bona fide and effective
business or commercial establishment in any foreign country, which is a party
to (1) the International Convention for the Protection of Industrial Property,
signed at Paris on March 20, 1883; or (2) the General Inter-American Con
vention for Trade Mark and Commercial Protection signed at Washington on
February 20, 1929; or (3) any other convention or treaty relating to trade
marks, trade or commercial names, or the repression of unfair competition to
which the United States is a party, shall be entitled to the benefits and subject
to the provisions of this Act to the extent and under the conditions essential
to give effect to any such conventions and' treaties so long as the United States
shall continue to be a party thereto, except as provided in the following para

graphs of this section."

Except where the foreign applicant alleges use of the mark in com
merce, registration under the Lanham Act will not be granted unless
the mark has been registered in the country of origin115 and a certified
copy of the registration in the country of origin must accompany the
application.116 The country of origin is defined as
"the country in which he (the registrant) has a bona fide and effective industrial
or commercial establishment, or if he has not such an establishment the country
in which he is domiciled, or if he has not a domicile in any of the countries
described in paragraph (b) of this Section, the country of which he is a national."

The location of the commercial or industrial establishment is apparently
controlling so that if his establishment is not located in a convention

country, the trade-mark

owner

derives

no

benefit from Section 44

re

gardless of his nationality or domicile. It is only in the event that a
foreign trade-mark owner has no commercial or industrial establishment
that he may rely upon either domicile or nationality to secure the bene
fits of the Lanham Act.
A mark

registered

may be registered
the supplemental

on

in the country of origin of the foreign applicant
the principal register, if eligible, or otherwise on

application for registration in the
force and effect as if filed on the date
first filed in the country of origin, provided

register.117

United States is accorded the
on

which it

"(1)

was

the application in the United States if filed within six months from the
date on which the application was first filed in the foreign country;

�Id. at � 44(c).
�Id. at � 44(e).
wIbid.

The

same
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application conforms as nearly as practicable to the requirements of
Act, but use in commerce need not be alleged;
(3) the rights acquired by third parties before the date of the filing of the
first application in the foreign country shall in no way be affected by a
registration obtained on an application filed under this subsection (d) ;
(4) nothing in this subsection (d) shall entitle the owner of a registration
granted under this section to sue for acts committed prior to the date on
which his mark was registered in this country unless the registration is

(2)

the

this

based

on

use

in commerce."118

44(f) provides that a mark registered under Section 44 "shall
independent of the registration in the country of origin and the dura
tion, validity or transfer in the United States of such registration shall
be governed by the provisions of this Act." Thus, a mark registered
under Section 44 is subject to the same requirements and limitations as
any other registered mark. For example, a mark registered under Sec
tion 44 would probably be cancellable under Section 8(a) unless the
required affidavit of use be filed while under Section 44(d) (2), use
in commerce need not be alleged in the application for registration.
In addition to the rights and remedies accruing from registration, the
Lanham Act provides other protection for the persons described in
Section 44(b). Section 44(g) provides that the trade names or commer
cial names of such persons "shall be protected without the obligation
of filing or registration whether or not they form parts of marks" and
Section 44(h) provides that such persons "shall be entitled to effective
protection against unfair competition, and the remedies provided herein
for infringement of marks shall be available so far as they may be
appropriate in repressing acts of unfair competition". Section 44 (i)
then provides that "citizens or residents of the United States shall have
Section

be

the

same

benefits".

Since citizens

or

residents of the United States

obviously have the same benefits so far as registration is concerned, it
seems that 44 (i) can refer only to the benefits of Sections 44(g) and (h).
The extent to which the protection afforded unregistered trade names
and commercial names by Sections 44(g) and (h) is contrary to the
broad object of the Lanham Act to provide a complete register, is im
possible to estimate at this time. Many important trade-marks also
constitute

a

part of the owner's trade

name or

commercial name, such

Kodak, SKF, Bayer etc., and apparently such marks will receive full
trade-mark protection even though unregistered. "Effective protection
against unfair competition" would also seem to require recognition and
as

'Id.

at

� 44(d),
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protection of unregistered marks. Perhaps the advantages offered to
registrants will be sufficient to induce universal registration, but Sec
tions 44(g), (h) and (i) offer loopholes of uncertain dimension.
Conclusion
The Lanham Act constitutes

a

radical

departure

from

existing law,

substituting statutory for common law rights and providing new and
important remedies. Probably years of litigation will be required before
the extent and importance of the innovations can be accurately evaluated.
statute, the Act is not well drafted and many of its provisions
Extensive litigation is almost
are ambiguous or even contradictory.
with
difficult issues of statutory
inevitable and the courts will be faced
As

a

construction.

Act, ambiguity and conflict were almost inevitable.
The Act grew out of studies by the American Bar Association119 and
important companies, associations and groups having particular inter
ests and special problems presented their views at the Hearings.120 It
would be indeed surprising if the final Act did not to some extent reflect
the diversity of the interests represented, and contain remedies for
individual problems without an adequate elimination of the resulting
differences. Representative Lanham himself recognized the deficiencies
of the Act and stated that the reason for the provision that the Act shall
In the

history of

not take effect for

the

a

year after its enactment

was

dental amendments which should be adopted
careful consideration. It is not final".121

"in order that any inci
be given mature and

can

stated purposes of the Act are laudable and there can
doubt that some comprehensive trade-mark legislation was
urgently needed. Many of the provisions of the Lanham Act are highly
desirable and praiseworthy but whether the Act as a whole will eliminate

However, the

be

no

existing confusion

in the field of trade-mark law

duce confusion of its

been

thoroughly

own

considered

can

by

only

or

whether it will intro

be determined after the Act has

the courts.

^Hearing before Committee on Patents, Subcommittee on Trademarks on H. R. 9041,
Cong., 2d Sess. (1938) 11.
""Hearings before Subcommittee on Trademarks on H. R. 102, H. R. 5461, and S. 895,
77th Cong., 1st Sess. (1941) iii, iv, v.
^Hearings before Committee on Patents on H. R. 82, 78th Cong., 2d Sess. (1944) 144.
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MARRIAGE AND DIVORCE IN SOVIET LAWt
Vladimir Gsovski*

and divorce
among
jygARRIAGE
affected by the earliest Soviet
were

the first institutions to be

revolutionary decrees. In December
the Soviet regime, two decrees ap

1917, during the second month of
peared. One introduced divorce upon the consent of both spouses or even
upon the request of one of them. In both instances, no statement of
grounds was required.1 As a Soviet jurist commented later: "A dis
soluble

marriage, and not a lifelong union, was the first principle of
legislation."2 The second decree substituted civil marriage for
religious marriage which had been the dominant form of marriage under
the Russian pre-Soviet law.3
the

new

fBased on a chapter from The Soviet Private Law, to be published as a volume of
Michigan Legal Studies, Ann Arbor, Michigan. Acknowledgement is made to Professor
Hessel E. Yntema, editor, for permission to use the original manuscript.
?First Class Diploma, University of Moscow, School of Law (1914) ; State examinations
M. C. L., Komensky University, School of Law, Bratislava (1926) ; Ph.D., Georgetown
University, School of Foreign Service (193S). Formerly judge and lawyer in Russia,
judge in Yugoslavia and judicial official at the Court of Appeals, Czechoslovakia. Presently
chief of the Foreign Law Section, Library of Congress; Head of the Russian Dept., School
of Foreign Service, Georgetown University; Research Associate, Michigan University Law
School.

^.S.F.S.R. Laws

(1917-1918)

text

152.

Collection

of

Laws

and Enactments

of

the

workers and peasants government {Sobranie Uzakonenii, since 1938 Sobranie Pastanovlenii)
for the Russian Socialist Federal Soviet Republic (R.S.F.S.R.). Up to 1924, it played

the role of
state

in

a

federal law gazette and after 1924 became the law gazette for this largest
It is hereafter cited R.S.F.S.R. Laws in

the Soviet federation�the R.S.F.S.R.

Laws, similar federal law gazette published since 1924.
(1917-1918) text 160.
3The Imperial Russian laws dealing with marriage in general, embraced in the Civil
Code (Vol. 10, Part 1 of the Code of Laws) required, for the validity of a marriage
among persons of Christian denominations, a religious marriage ceremony (�� 1 et seq.,
31, 33, 61, 63). But marriages of so-called old Believers (sectarians within the Russian
Orthodox Church) had to be registered by the police "to acquire the force and effect
of a legitimate marriage" (� 78). With regard to persons of other than Christian
denominations, the law required the celebration of their marriages "in accordance with
the rules of their law, or established customs, without participation of civil authorities
or
Christian ecclesiastical government" (� 90). Thus, in the case of non-Christians,
the Russian law required religious marriage only inasmuch as such marriage was also
required by the rules of a given denomination. With regard to marriages among the
Jews, the Russian law was somewhat vague. On the one hand, the Note to � 1325 of
the Statute on Ecclesiastical Affairs of Foreign Denominations (as amended in 1912)
stated that "marriages which were not celebrated by rabbis or their assistants are
contradiction to U.S.S.R.

'R.S.F.S.R. Laws
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provisions of these decrees were replaced in 1918 by a
Relating to Acts of Civil Status, Marriage, Family and

Guardianship. The
radical departure

a

code followed in the main the decrees but showed
from the traditional family concept. "Birth itself,

declared the code, shall be the basis of the family. No differentiation
whatsoever shall be made between relationship by birth in or out of
wedlock."4 This provision was given a retroactive effect. A Soviet
professor commented upon this principle, which was sustained until

1944, that "Soviet legislation has completely detached family relation
from marital

relationship. Family relationship or consanguinity
marriage but upon birth".5 The code em
no rights to the property of the parents
and vice versa.6 While stating the parental duties to take care of the
minor children and their education, the code failed to provide for the
protection of parental authority or for the responsibility of parents
for their children.7 The duty of parents to give maintenance to their
children who are minors or destitute and unable to work, as well as
ship

is not

based, with us, upon
phasized that children have

duty of children to support parents who are destitute and unable
to work, were recognized only insofar as the children "are not provided
for from public or state funds" and parents do not receive old age
pensions or other form of social security.8
the

invalid."

On the other

hand, according
of the

to

� 90 of Vol.

Rabbinical Council

10 of the Code of Laws

Approved by
Interior of March 29, 1910, "a marriage celebrated by any Jew
above and the Decision

the
in

a

Minister

quoted
of

the

proper manner,

shall
or his assistant and without any registration
ground of the interpretation of the Talmud." (2 Laws Con
cerning Jews, compiled by Gimpelson,
(in Russian, 1915) 659, 667). In the Russian
part of Poland, special legislation was in force.
The Russian Supreme Court, ecclesiastic courts, and high executive authorities firmly
established the doctrine that marriage of Russian citizens, in order to have legal effect,
should confrom to the rules of Russian law, regardless of whether such marriages were
celebrated in Russia or abroad. See Baron Nolde, Marriage and Divorce, 1 Civil Laws
(Code of Laws, Vol. I, Part One), A Practical and Theoretical Commentary, edited by
Vorms (in Russian) (1913) 67-70; Mandelshtam, The Hague Conference on Codifi
53-59.
cation of Private International Law (in Russian, 1900)
'Code of Laws on Acts of Civil Status, Marriage, Domestic Relations, and Guardianship
of 1918, � 133. R.S.F.S.R. Laws (1917-1918) text 818.
"Brandenburgsky, Family, Marriage and Guardianship Law (in Russian, 1927) 19;
Brandenburgsky, Course in Family and Marriage Law (in Russian, 1928) 40.
6R.S.F.S.R. Laws (1917-1918) text 818, � 160.
even

in the absence of

be considered valid

7d. � 150

on

et seq.

eId. � 161, note 163.

a

the

rabbi

.

.
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Since that

time, the Soviet law has promulgated the principle that
of maintenance does not rise from the family relationship

the

duty
unconditionally. Only those members

of a family may claim support
destitute and unable to work. Thus, only minor or disabled
children may claim support from the parents, and one spouse is obli

who

are

gated for alimony only
and unable to work.
upon the

if the other

Such

a

duty

party

to

the

marriage

is destitute

of maintenance is conditional further

the court that the

obligated spouse is able to render
and
in
event
the
support,
any
obligation expires one year after the
divorce.9 The Supreme Court of the R.S.F.S.R. stated in 1929 that

finding by

"the

right
parasitism

of maintenance may not be used as a means of promoting
some members of the family at the labor and

and leisure of

expense of others".10
A new code adopted for the R.S.F.S.R.

only

was

on

October

22, 1926,11

not

at variance with the former Russian law but also made the

Soviet civil

marriage totally different from

the civil

marriage

in any

other

country. The Code of 1918 prescribed that "only a civil (Soviet)
marriage, registered in the Civil Status Record, shall produce the rights

legal effect to the religious
religious marriage antecedent to the law
or the establishment of the Soviet regime in a given locality was main
tained. However, the registration with civil authorities was termed in
several places as "celebration"13 or "contracting" of marriage and the
Code of 1918 expressly prescribed that "the marriage shall be con
and duties of

spouses"12

and denied any

But the effect of

marriage.

sidered contracted upon the moment of entry thereof
Records".

(Section 62).

'Code of Laws

on

on

the book of

14

Marriage, Family and Guardianship of 1926, �� 14, IS, R.S.F.S.R.

Laws (1926) text 612. In Ukraine the payment of alimony is not limited by any period
of time. In Georgia and Uzbekistan it is payable for three years after the divorce.

10R.S.F.S.R. Supreme Court, Civil Appellate Division, Rulings of June 11, 1929, Col
Rulings of the R.S.F.S.R. Supreme Court (in Russian, 1929) 32.

lection of

UR.S.F.S.R. Laws

(1926)

text

612, in effect since January 1, 1927. It was enacted
(the U.S.S.R.) and therefore is in effect

after the official formation of the Soviet Union

only in that particular soviet state, viz. the R.S.F.S.R. However similar codes were enacted
republics. Subsequent federal legislation resulted in the uniform amendments

in the sister

The R.S.F.S.R. Code served as a pattern for all the others and at present
put into effect in the Latvian, Lithuanian, Estonian and Karelian republics. For
comparison of main differences see Hazard, Law and the Soviet Family (1939) Wis. L.

of these codes.
was

Rev. 236.

^R.S.F.S.R. Laws, loc. cit. supra note 6.
"Id. �� 53-58.

"Id. � 62.
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terminological

attached to the word "registration". The original pro
visions of the code suggested that such registration was not, strictly
speaking, equivalent to the celebration of a marriage.15 It supplied

only the

was

best

proof

that

a

marriage existed,

until the contrary

was

established in court. "The registration of marriage", reads the code,
"shall furnish conclusive evidence of the existence of the state of matri
mony".16 The report of the Commissar for Justice introducing the draft
of the code

explained that "the code attaches to the official legalization
marriage the significance of a technical means of certification of
a certain fact in order to facilitate the
proof thereof in all instances
where a need arises to protect a right, e.g., for maintenance, succession
and the like."17 Consequently, the registration was a mere form of
attesting; but the marriage itself came into being independently of
the registration. Instead of declaring the invalidity of a religious mar
riage, the code provided that "Documents attesting the fact of the cel
ebration of a marriage according to religious rites shall have no legal
of

a

effect".18
In accord with the concept of

registration as mere evidence of mar
the code instructed the courts what "evidence of marital co

riage,
habitation,

in

the

was not registered", should be sufficient
"the fact of cohabitation, combined with a
common household, manifestation of marital relations before third
par
ties, in personal correspondence and other documents as well as mutual
financial support, the raising of children together if supported by cir
case

for the court.

These

marriage

were

cumstantial evidence and the like".19

Moreover, "persons who live
facta matrimonial relations, not registered in a
manner prescribed by law, shall be entitled to legalize at
any time
their relations stating the period of factual cohabitation."20 Thus, on
the one hand, any informal cohabitation had the effect of marriage with
respect to marital property rights and succession rights of spouses and
children, if duly proven.21 On the other hand, a religious marriage
in

a

state

of

de

"R.S.F.S.R. Laws

(1926)

text

612, �� 3, 6 (a),

"Id. � 1.

"Brandenburgsky,

op. cit. supra note 5 at 22.

"Ibid.

"R.S.F.S.R. Laws (1926)
"�Id. � 3.
*Id. � 11.

text

612, � 12.
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legal effect in itself, but if it was followed by factual marital
relations, it assumed the status of a de facto marriage with all the
legal consequences thereof.
The rights of children to maintenance and succession did not depend
on their being born in a
registered wedlock. The parent-child relation
remained
ship
totally independent of any marriage, registered or not.22
if
established in court, entailed the liability of supplying
Fatherhood,
maintenance and support and gave the right of succession to children
born in or out of wedlock.23 But the qualifying clause making the duty
of mutual support of parents and children dependent upon the absence
of public or government support was omitted. The duty of maintenance
was stated outright and established under certain conditions between
the grandparents and children, brothers and sisters, step parents and
step children, adopted parents and adopted children, and even for foster
24
The state evidently did not visualize
parents toward foster children
a social security system as a substitute for the support by next of kin.
Several other provisions of Soviet statutes contributed to a new back
ground for sexual life in the Soviet Union. In 1920 abortion was per
mitted.25 The Soviet Criminal Code did not provide for punishment
of bigamy,26 incest, adultery and homosexuality. No privilege to refuse
testimony against close relatives, nor exemption from penalty for mis
prison in case of failure to report a crime committed by a close relative
is provided for in the Soviet law.
In this study devoted to law we cannot discuss the effect of these
laws upon the morals, birth rate and family life.27 It suffices to state
that a reverse trend in legislation started about 1935. In 1935 the par
ents were made responsible for the disorderly conduct and "hooliganism"
of their children and held liable to fine up to 200 rubles28 by police
authorities. Prior to 1935, children were held not accountable criminally
no

up to the age of 16 and in torts up to the age of 14.29 Parents were not
financially liable for injuries caused by minors over the age of 14. But
"Id. � 25; Crvn. Code
aId. �� 28-32.

op the

R.S.F.S.R.

(1922) �

^Id. �� 42, 421, 422 423j 48_S0) 54-55.
^November 20, 1920, R.S.F.S.R. Laws (1920)

418

text

as

in force before

June 12, 1945.

471.

punishable offense only in regions which still live under tribal and
Mohammedan customs. Criminal Code of the R.S.F.S.R. (1926) � 199.
Tor a recent discussion of these effects see Trmasheff, The Great Retreat, (1941)

'"Polygamy

is

a

192-203.

28U.S.S.R. Law (1935)

text

252, �

18.
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made liable jointly with minors who reached the age
enacted in 1935 that "minors who have reached twelve

were

was

years of age and
or

[Vol.

Journal

or

larceny, violence, causing bodily injury
attempted murder shall be tried by the criminal

indicted for

are

murder

or

which may impose upon them any measure of punishment".31 In
1940 this rule was extended to minors who reached 12 years of age and

court

who commit

act

an

placing objects
Since 1936

a

was

had

already
However,

series of laws

railroad

traffic, such

as

loosening rails,

the like.32

were

enacted

attaching

to

divorce

some

as making it slightly
difficult and expensive.33
prohibited in the same year,34 and homosexuality

such

inconveniences,
Abortion

endangering
rails, and

the

on

also

more

been made

a

crime.35

complete revision of the concept of marriage and domestic
relations is implied in the statutes enacted in 1944 and 1945, under
the circumstances of the war emergency, but evidently designed to be
come a permanent part of the Soviet legal system.
Since July 8, 1944, only a marriage registered with the Civil Registry
Office has had the legal effect of a marriage and has created the rights
and duties of husband and wife and fatherhood uniformly in the whole
of the Soviet Union.36 Persons who were living in de facto marital
relations prior to July 8, 1944, may, however, legalize their marital
status by registering the marriage and indicating the time which has
elapsed since the beginning of their conjugal life. If this cannot be
done because one spouse is dead or missing in action, the other spouse
may petition the court to declare that the person dead or missing is
his

or

her

a

spouse.37

"Criminal Code
""Civil Code

of

of the

the

R.S.F.S.R.

R.S.F.S.R. � 405

(1926) � 16.
amended by R.S.F.S.R.

as

Laws

(1936)

text 1.

"HJ.S.S.R. Laws (1935) text 155.
"'Vedomosti of the U.S.S.R. Supreme Soviet
""U.S.S.R. Laws

(1936)

text

(1940) No. 52, 4.
471, � 28, established the fee for the first divorce
150 rubles, and for the third and subsequent divorces

fifty rubles, for the second at
300 rubles each. Besides, a notation of divorce
"June 27, 1936, U.S.S.R. Laws, text 309.
""Criminal Code
Laws

(1934)

text

of

the

R.S.F.S.R.

� 154*

must

as

at
at

be made in the passport.

enacted

on

April 1, 1934, R.S.F.S.R.

95.

"Edicts of the U.S.S.R. Presidium of July 8, 1944, �� 19, 20, Vedomosti (1944) No. 37,
and of March 14, 1945, Vedomosti (1945) No. 15, 2. These federal acts were incorporated by
the R.S.F.S.R. Presidium in the Code on Marriage, etc. by the Edict of April 16, 1945,
Vedomosti (1945) No. 25, 4, and in the Civil Code by the Edict of June 12, 1945,
Vedomosti

(1945) No.

38.

"R.S.F.S.R. Laws (1926) text 612, � 1, note,

as

amended

by Edict

of March 14, 1945.
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July 8, 1944, outside

a

registered

may claim alimony for the child from the person who is the
natural father of the child only if he has been entered as such by the

marriage
Civil

Registry Office,

and such children have succession

property of the person

8, 1944,

outside

a

so

rights

to the

But all children born after

entered.38

registered marriage

have

no

succession

rights

July

to the

father's property and may not claim the father's name. Nor are such
fathers liable for maintenance and support of children born outside a
registered marriage.39 However, mothers of children born after July

8, 1944, outside

registered marriage, receive aid from the government
Thus, children born outside a registered
marriage after July 8, 1944, are comparable to illegitimate children in
other countries, even if such terminology is not used. It remains to
be seen whether the change in legal status will be followed in daily life
by a social stigma of "illegitimacy". This was at least the story of
illegitimacy in the past.
No less radical is the change with regard to divorce. Prior to July
8, 1944, either spouse had complete freedom to discontinue marital life
without stating the reason therefor. The divorce was recorded by the
Civil Registry Office, not only upon a declaration by both spouses but
also upon a unilateral declaration by either spouse of his or her desire
to discontinue conjugal life.41 Neither a statement of reasons for such
action nor any judicial proceedings were required. The other party was
summoned, but in case he failed to appear, the entry of the divorce in
the Civil Registry Record was made, and the respondent had no right
to oppose the divorce.42 In other words, just as Soviet marriage was
merely a registration of existing matrimony, the Soviet divorce was not
a divorce but a registration of the fact that cohabitation was discon
tinued. The court admitted evidence of the fact if it was not registered
and attached all legal consequence to it if proven.43 But since July 8,
in

a

a

small fixed amount.40

"Id. � 29, note 30, as amended by Edict of March 14, 1945.
wId. �� 27, 29 as amended by Edict of March 14, 1945, Civil Code

�

418

as

amended

on

the

same

of the

R.S.F.S.R.

date.

"Edict of July 8, 1944, Vedomosti (1944) No. 37.
"R.S.F.S.R. Laws (1926) text 612, � 18, as in force before April 16, 1945.
aId. � 140 as amended May 10, 1937 R.S.F.S.R. Laws (1937) text 40. With regard
service

on

the absent

respondent,

the Soviet

supra note 11 at 239 et seq.
"In re Gromoglasov, R.S.F.S.R. Supreme
Practice (in Russian) No. 29, 8.

legislation fluctuated.

Court,

Civil

to

See Hazard op. cit.

Appellate Division, 1929, Judicial
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1944, divorce is granted only by the
the courts deem
and

are

justifiable.44

Such

Journal

courts and

reasons

are

only
not
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reasons

specified by

which
statute

left to the discretion of the courts.

Only very incomplete information is at present available regarding
grounds for which divorce is actually granted under the new law.
An analysis of 400 cases decided by eighteen various courts appeared
in the July issue of the periodical of the Law Institute of the U.S.S.R.
Academy of Science.45 The author warns that the number of cases
examined is too small to justify any general conclusions. His findings
are reported here for what they are worth.
Two thirds of the examined suits were either instituted by mutual
consent or were not contested by the other defendant, and in all of these
cases the divorce was granted. Thus it seems that mutual consent may
become a ground for divorce in the Soviet Union. The divorce was not
granted in six per cent of the total number of cases; but if the con
tested cases alone are considered, the percentage of divorces not granted
is as high as twenty-three. The absence of guilt on the part of the de
fendant is the reason assigned for the refusal to grant the divorces. In
all cases where divorces were not granted, the parties had children.
However, the author is not prepared to state to what extent the presence
the

of children may have influenced these decisions. In the contested cases
examined, the divorce was granted for the following reasons: the de

particular, he committed adultery or his behavior
every-day
proved such as to make life together impossible;
the mutual guilt made life together impossible; the continuation of life
together became impossible for reasons for which no party was to blame,
e.g., long absence or chronic disease.
Divorce proceedings pass through two stages, each in a different
court. The petition for divorce must be filed with the lower court, the
people's court, by either spouse or both of them jointly. The petition
must specify the reasons for which the divorce is petitioned, as well
The people's
as the witnesses and other evidence of the facts alleged.
court orders notice of the filing of the divorce suit to be published in
the local newspaper at the expense of the plaintiff.46 The people's
fendant
in

was

guilty,
life

in

was

"Edict of July 8, 1944. R.S.F.S.R. Laws (1926) text 612, �� 21, 22 as amended on
April 16, 194S.
*Sverdeov, Some Problems of Judicial Divorce (in Russian, 1946) Soviet State and
Law, No. 7, 22-26.
"R.S.F.S.R. Laws (1926) text 612, �� 18, 19, 20 as amended in 1945. There are no
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court does not decide the case

but merely prepares it and attempts to
reconcile the spouses. The people's court summons the spouses to ap
pear in person, hears them and the witnesses in order to ascertain the
for

divorce, and takes steps for the reconciliation of the spouses.
Only
people's court fails to reconcile the spouses do the proceed
in
the
case
enter the second and final stage, in which the petitioner
ings
file
a
may
complaint for divorce with the next higher court,47 which
hears the case in public on the ground of the submitted evidence and
grants the divorce if it finds the petition is based on good reasons. At
reasons

if the

the request of either party, the court may order the case to be heard
in camera.48 The government fee for filing the petition for divorce is
one

hundred rubles and from five hundred to two thousand rubles for

registration of the divorce according to the determination of the court.49
Thus, it is now more difficult to obtain a divorce in Soviet Russia than
in many capitalist countries where civil marriage is recognized.
The unlimited discretion of Soviet courts of first instance in granting
or refusing the divorce signifies a departure from the original Soviet
philosophy. The latitude of the departure appears striking upon com
parison of this power with the following statements of such an outstand
ing leader as Lenin, which statements were still being quoted in Soviet
legal textbooks on the eve of the reform.
"Reactionaries

against freedom of divorce and are calling for cautious
shouting that it means dissolution of the
family. But democracy considers that the reactionaries are hypocritical
and are in fact defending the omnipotence of the police and bureaucracy,
the privilege of one sex and the worse kind of oppression of women, that,
in fact, freedom of divorce does not mean dissolution of family relations
but, on the contrary, their strengthening on democratic grounds, the only
.50
possible and stable grounds in a civilized society.
are

treatment of such freedom and

.

statutory provisions concerning service of
ever,

the

general rule

of

the

a

Soviet civil

summons

on

a

.

nonresident defendant.

procedure is that all

summonses

How

and other

communications of the court addressed to institutions and persons abroad must be served
through the People's Commissariat for Foreign Affairs.

"Depending upon the location of the people's court, the next higher court is the
provincial, regional, circuit, or city court, or the supreme court of an autonomous republic.
""R.S.F.S.R. Laws (1926) text 612, �� 18, 22, as amended April 16, 1945. The statutory
provisions do not make clear whether decisions on divorce are subject to appeal. The
statute does not make any exception to the general rule on the reopening of the case
ex officio on motion of certain judicial officers.
"Id. � 138.
w17 Lentn, Collected Works (Russ. 2d ed. 1929-32) 448.
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It is impossible
to be

democrat and

socialist without immediately demanding complete
freedom of divorce, because the absence of such freedom is the utmost
oppression of the subdued sex, woman although it does not take brains
a

a

�

to
an

gather that the recognition

of freedom to leave one's husband is not

invitation for all wives to leave their husbands."51

Likewise, the Soviet

textbook

on

private

law insisted in 1938 that the

Soviets "do not have and could not have what is known in capitalist
countries under the name of divorce proceedings".52 But the new Soviet

law expounded above provides for divorce proceedings which are stricter
and offer the parties less privacy and certainty as to the final outcome
than those of many capitalist countries.

Similarly, little credence may be given to the contention of the same
textbook that "the socialist revolution which has created new social
relations in the

production and distribution of commodities and in the
sphere
everyday life, is also creating new, socialist family
relations".53 The development of the Soviet law took the opposite course.
Thus, a code on domestic relations, showing the most radical departure
from the traditional family law, was enacted in 1926 at the time of
relaxation in the pursuit of socialist reconstruction. The declaration
of the victory of a socialist economic order made in the 1936 Consti
tution was followed by a gradual withdrawal of innovations in family
law. There may still be doubt respecting the social objectives sought
by the Soviet legislators through the enactment of the above-mentioned
Code. Was this visualized as a preparatory step toward a society with
out the family, where the State takes care of the children and the union
of man and woman is left to the unlimited freedom of personal incli
nation, or did the legislators believe in the monogamous family as a
union for life but merely considered unnecessary any legal safeguard
for such family? Many statements bluntly supporting the first alterna
tive were made by prominent Soviet leaders in the early years of the
Soviet regime. For instance, Madame Kollontay, at one time diplomatic
representative of the Soviet Union in Norway, writer on the family un
der communism and a prominent member of the old bolshevik guard,
wrote in 1919 that "the family has ceased to be a necessity both for
its members and for the State".54 Likewise, Bukharin, who, though later
of culture and

n19 id. at 232.
B2 Civil Law Textbook,

(published by

the U.S.S.R. Law Institute, 1938) 430.

at 417.

"Kollontay, The Family

and

the

Communist State, (in

Russian, 1919)
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executed

as a traitor, was for a long time a recognized theorist of the
regime, characterized the family as "a formidable stronghold
of all the turpitudes of the old regime".55
An anticipation of the disappearance of the family in the socialist
state is evident in the following explanation of the Soviet laws on do
mestic relations given in 1927 by Professor Brandenburgsky, the author
of standard texts on the subject:

Soviet

"As long as there is no socialism the individual family is inescapable.
We
undoubtedly approach the public upbringing of the children, the free
labor school, the widest social security at the expense of the State. If
at present we maintain the duty of mutual support within the family it
is because the state cannot yet, for the time being, replace the family in
this respect.
The family based on marriage and creating a series of
rights and duties between the spouses, the parents and children, will
certainly disappear in the course of time and will be replaced by a govern
mental organization of public education and social security."56
.

.

.

.

.

"Moreover, certain provisions of the
Supreme Court to a tacit recognition
loose sexual life.

.

Code have led the R.S.F.S.R.
of the

Thus the court affirmed

a

legality of bigamy and
decision of the lower court

facto wives of a decedent and
awarded to both a share in the estate. The Supreme Court said in part:
"If it is established that on the day of his death, the decedent had two
de facto marriages, both de facto wives have the right to inherit his
property".57 Legal recognition of a de facto marriage was ruled out only
if such marriage conflicted with a registered marriage, unless the regis
tered marriage was factually discontinued, according to another de
cision.58 Under the provisions of Section 32 of the Code which was
repealed in 1945, should it be established in a suit instituted for main
tenance and support against the alleged father of a child born out of
by

which two

"Proceedings

women were

op the

"Brandenburgsky,

declared de

13th Congress of

Course

tn

Family

the
and

Communist Party (in Russian, 1924) S4S.
Marriage Law (in Russian, 1928)
20.

work, op. cit. supra note 5, at 10 the author expressed the same idea.
3817, R.S.F.S.R. Supreme Court, Civil Appellate Division, 1929, Judicial
Practice (in Russian) No. 16, 5 ; abstracted in the Code of Laws on Marriage, etc., (in
Russian, 1938) 45. (omitted in the 1944 ed.). For a meticulous survey of the Soviet
divorce law as compared with the American, before the recent changes, see Hazard op.
In his earlier

"Case No.

cit. supra note 9.
of September 16, 17, 1935, Protocol
(1935) 15 Soviet Justice, (in Russian) No. 31, 24:
"The court may not recognize the existence of de facto marital relations in
the presence of a simultaneously existing registered marriage."

MR.S.F.S.R. Supreme Court, Presidium, Ruling
No.

67;
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wedlock that the plaintiff had relations with several men, "it was the
duty of the court to order the joinder of all such persons as parties
defendant, to ascertain those with whom the plaintiff had lived during
the

period

of

conception

and to

32 of the Code of Laws

on

impose upon
Marriage, etc.,

one

the

them, under Section
duty to supply main

of

tenance and

support".59
However, all these rulings and statutory provisions seem to be in
palpable discord with views which have recently been voiced in the
Soviet press and in particular by the legal writers. Commenting upon
the prohibition of abortion and the increase of the registration fee for
divorce, Pravda, the organ of the Communist Party, wrote on May 28,
1936:
"The so-called free love and loose sexual life

are

throughout bourgeois

either with the socialist principles and ethics
or with the rules of behavior of a Soviet citizen.
Marriage is the most
Fatherhood and motherhood became virtues in
serious affair in life.
the Soviet land."60
and have

nothing

in

common

.

Quoting

.

.

these statements, Boshko, Soviet professor of
periodical of the Attorney General in 1939:

law,

wrote

in the official

marriage by its basis and in the spirit of the Soviet law is essen
Moreover marriage receives its
lifelong union in principle.
full life blood and value for the Soviet State only if there is birth of
children, proper upbringing, and if the spouses experience the highest
happiness of motherhood and fatherhood."61
"The

tially

a

.

.

.

sought to reconcile these ideas with the then existing
argued that: "The freedom of divorce is in no conflict
with the marriage as a lifelong union but on the contrary it presupposes
such freedom as its foundation (which may admit of some exception) .m2
However this reconciliation is only verbal. The tenor of the above
discussion sounds like the inauguration of a program of support of the
family along traditional lines, and the recent Soviet legislation on marThe author

laws.

Boshko

reR.S.F.S.R. Supreme Court, Civil Appellate Division, Ruling of June 11, 1929, Col
of Rulings of the R.S.F.S.R. Supreme Court (in Russian, 1935)
144, quoted

lection

also
the

in the Code
1944

of

Laws

on

Marriage, Etc., (in Russian, 1938)

��Pravda, May 28, 1936, editorial.
^Boshko, The Concept of Marriage
Socialist Legality

"Ibid.

58, but omitted in

edition.

No.

2, 55, 56.

in

the Soviet Socialist Law

(in Russian,

1939>
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implementation of such a program. It has gone
further than in many countries where only civil marriage is rec
ognized. It bars common-law marriage, bastardy proceedings, and the
duty of a father to support his illegitimate child.

riage

and divorce is the

even

Recent changes in the law of inheritance reveal a similar tendency.
Only children born in a registered marriage have the right of succession.
The right of testate and intestate succession granted in 1922 only to
the surviving spouse, direct descendants, and actual dependents of the
decedent, was extended in 1945 to parents, brothers, and sisters. In
the absence of such relatives, a person may bequeath his property ac
cording to his free choice. The highest fee collected from the estate
does not exceed ten per cent. In contrast to the "abolition of inheritance"
decreed in 1918 and its admittance through compromise in 1922, stands

the full

recognition

of inheritance

as a

sound institution in the present

socialist Soviet State.63
There are, however, special Soviet features in the Soviet family law,
as, for instance, the aid given by the State to mothers of children born
out of wedlock after July 8, 1944, and to mothers of numerous children.
These

provisions

are

designed

to

support motherhood regardless of

whether it is connected with marital ties
has

no

right

or

not.

An unmarried mother

support from that father but re
100 rubles a month for one child,

to claim maintenance and

ceives aid from the government:
150 for two, and 200 rubles for three
in 1936 for children in

provided
1944, aid was

was

extended for

aid consists of

a

lump

sum

a

or more

children.64 A special aid

of

seven,65 and on July 8,
subsequent children. This
birth, and monthly payments from
excess

third child and

granted

at

the date when the child becomes two years of age and until it reaches
five years. The aid belongs to the mother > whether she is married66 or

Special

leave with pay must be

given to a woman employee on
birth, thirty-five days before and forty-two
the
after
birth.67
Special medals "Mother Hero," "Mother's
days
"Medal
of
Motherhood"
are given to mothers of many
and
Glory,"

not.

account of pregnancy and

The present author discusses this subject at length in The Soviet Inheritance Law

January issue of Mich. L. Rev.
July 8, 1944, �� 2-4, 20, Vedomosti (1944) No. 37, 1.
"Act of June 27, 1936, U.S.S.R. Laws (1936) text 309, �� 5, 8, 10, 28; also id.
448, id. (1937) text 145.
"Edict of July 8, 1944 � 3, Vedomosti (1944) No. 37, 1.
"Id. �� 6, 7.
to appear in

"Edict of

text
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provisions show close resemblance to the sup
port of large families established by the Nazi legislation in Germany.69
It is also significant that a recent law aims to create an atmosphere
of solemnity for the registration of Soviet marriage. Local authorities
were ordered to supply the Civil Registry Offices with well-furnished
quarters appropriate for the celebration, with a separate waiting room,
and to keep them in good order. The date for registration must be ar
ranged in advance; it takes place in the presence of the prospective
bride and groom, and if they wish, of their parents and friends. A cer
tificate is then handed over to the newlyweds in the presence of a rep
children.68 Some of these

resentative of the local administration. The managers of the government
establishments and the collective farms are advised to furnish the newlyweds

transportation to the Registry Office and to help them buy fur
niture, bedding, etc., for cash at fixed government prices.70
Taken as a whole, recent changes make the Soviet marriage legis
lation somewhat similar to the non-Soviet marriage law and yet it re
tains its

own

characteristics.

The Soviets have re-discovered the value

of

family life and normal family ties for the maintenance of sound
public morals and increasing the population of a country which went
through the calamity of war. It may be that the Soviet government
trusts the present generation of parents more than the parents of some
two decades ago.71
But the new Soviet laws show also an increased
interference by the state with the family life. In the early stages the
interference went along the lines of loosening of the family ties. Pres
ently the interference goes the other way. Divorce, regardless of the
ground, is not a matter of right but is left to the discretion of the court
which is a flexible instrument of government policy. Again the provisions
of the Code of 1926 were more favorable towards a religious marriage.
It may have passed for a de facto matrimony, which possibility is al
together excluded under the 1944 laws.
Absence of statutory grounds for divorce leaves the marital life in
case of a friction between the conjugal partners to the unlimited dis
cretion of the court. The Soviet court is not guided by any concept
of natural law or law of reason. In the absence of a statutory provision
"H. � 12.
"Law of March 24, 1936, 1936 Reichsgesetzblatt I 2S2 ; also id. 1937 I 989 � 1
id. 1940 I 1571.
70Act of January 8, 1946, R.S.F.S.R. Laws (1946) text 8.
�"Hazard, op. cit. supra note 11 at 225.
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the case, the Soviet court resorts, under Section 4
Procedure, to "the general principles of the Soviet

and the general policies of the Soviet government".
The educational and party qualifications prevailing among the Soviet
judges hardly warrant such a discretionary power. According to the
latest available statistics relating to 1935 and 1936 the communists

legislation

constituted 95.5 per cent among the Soviet judges, and only 5.8 per cent
judges were graduates of regular law schools, and 51.1 per cent had

of

legal training at all. Moreover, 62 per cent of the judges of the
higher and 84 per cent of the lower courts had barely elementary edu
cation.72 The Attorney General may enter a civil suit at any stage of
procedure and may petition the Supreme Court to reopen a case settled
by a final judgment, without being bound by a statute of limitations.73
Under such procedural provisions the granting of a divorce under the
Soviet law is by its uncertainty more akin to an administrative than
a judicial process.
no

ra(1936)

The Soviet State

and

Law

(in Russian) No. 5, 115; (1935) 15 Soviet Justice,

(in Russian) No. 35, 4-5.
�"Code

of

Civil Procedure

of the

R.S.F.S.R. (1927) �� 2, 254 et seq.
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ADMINISTRATIVE LAW
RENEGOTIATION IN THE TAX COURT

(XN

SEPTEMBER 26, 1946, the Tax Court of the United States

handed down its first "on the merits" decision1 under the Renego
2
The court had been called upon in previous
tiation Act of 1942.
instances to exercise its powers under the renegotiation statutes3 but
its decision in Stein Brothers

Manufacturing

Co.

v.

The

Secretary of

War4 is the first one based on the so-called de novo proceeding provided
by the 1943 Act5 for the purpose of redetermining excessive profits in
case

any

of

a

in which

a

contractor

might

desire to

appeal

the determination

renegotiating authority.

The business of the petitioner had, from 1926 until January 1, 1942,
been conducted by a corporation which manufactured leather goods in
Chicago, Illinois. On January 1, 1942, the corporation was succeeded
by a partnership (which partnership is the petitioner in this case). This

September 30, 1942, after which
Early in 1941 the corporation
obtained a contract with the Government to make traveling bags for
Army officers; and when the first partnership was formed it, i.e., the
petitioner, took over the unfinished contract of the corporation without
interruption. The contract, entered into on September 18, 1941, called
for the manufacture of 20,000 bags. Shortly after that date, on Octo
ber 8, 1941, another agreement was made calling for the delivery of
10,000 additional bags.
The Secretary of War in the usual course of renegotiating the war
contracts of the Stein Brothers Manufacturing Co. had determined that
$100,000 of the petitioner's profits were excessive within the meaning
of the Renegotiation Act.6 The petitioner refused to accept the Secre
tary's determination and appealed to the Tax Court asking for a redeter
mination. As the basis of appeal the petitioner alleged, among other
things, that the Act as applied to some of its contracts was unconstitu-

partnership operated the
date a new partnership

business until
was

formed.

^tein Bros. Mfg. Co. v. Sec'y of War, 7 T. C. No. 101 (1946).
256 Stat. 245 (1942), 50 TJ. S. C. App. � 1191 (Supp. 1946); 56 Stat. 982
50 TJ. S. C. App. � 1191 (Supp. 1946).
"Sessions & Son
617

v.

Sec'y of War,

6 T. C. 1236

(1945)

;

Calorizing Co.

(1946).

'Stein Bros. Mfg. Co. v. Sec'y of War, 7 T. C. No. 101 (1946).
"57 Stat. 564 (1943), 50 U. S. C. App. � 1191 (Supp. 1946).
"See note 2 supra.
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7 T. C.
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interpretation of certain sections of the Act,
none of its contracts
subject to renegotiation; that in one instance
the Secretary had renegotiated on the basis of one contract when in
fact the profits had been derived from two contracts, one of which was
completed before the effective date of the statute.
The court, in an unanimous opinion, ruled against the petitioner on
all points and determined that the excessive profits realized on renegotiable business amounted to $150,000 an increase of $50,000, or 50%
more than the amount previously determined by the Secretary of War.
The decision sequentially dealt with an interpretation of Section 403(c)
(5) of the Act; the Constitutionality of the Act; a finding of fact as to
whether one or two contracts had been renegotiated in one instance; and
the determination of the amount of excessive profits. The comments
made herein will, for the most part, follow the same pattern.
tional; that according

to its

were

�

Section
The

Act

petitioner's
in fact

claim for

403(c)(5) of
"discharge"

the Act

under Section

403(c)(5)

of the

indirect attack on the Secretary's right to eliminate
excessive profits from contracts entered into prior to October 21, 1940,
on any basis other than that of completed war contract(s), i.e., whether
the Secretary had authority to eliminate excessive profits accruing in a
fiscal period when the latter was shorter than the period during which
was

an

production under the contract continued. The petitioner was a partner
ship for the nine month period ended September 30, 1942. It was the
profits of this period which formed basis of the Secretary's determina
tion. Prior to that time, the business was conducted by a corporation
and subsequent thereto by a partnership differing from the petitioner.
The fact situation of a nine months existence prima facie left the Secre
tary with no alternative but to renegotiate the petitioner's war profits
which had accrued during the stated fiscal period. Thus the petitioner
reasoned, since the Secretary was authorized to eliminate excessive
profits only on completed contracts, the Secretary did not initiate renego
tiation to eliminate excessive profits accruing during the nine month fiscal
period, because he did not have authority to do so. Consequently, the
prescribed financial data and statements which the petitioner submitted
in March 1943 in answer to the Secretary's letter of October 3, 1942, and
which commenced renegotiation, was a voluntary submission which had
the effect of starting the period of limitations under Section 403(c)(5).
The latter section provides in part that where a contractor has filed
prescribed statements of actual costs of production and other financial
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statements, with the Secretary, the latter shall, within sixty days, fix
for

a

initial conference to be held within

thirty days
thereafter. If renegotiation is not commenced within that period, the
contractor is absolved from all liability for excessive profits.
The court however held that the Secretary's letter of October 3, 1942,
had the effect of commencing renegotiation. And, since the initial con
ference was in fact held on December 7, 1942, it could not be said that
the statute was based on the unreasonable intent of requiring the Secre
tary to set a date and place for the initial conference sixty days after
date and

place

an

the contractor's submission of financial data in March 1943 when in

fact such conference had been held

case,7

the court

inquired

and therefrom concluded that
contractors

an

months

previously. In a prior
legislative history of Section 403(c)(5)
it was enacted for the purpose of allowing
hasten renegotiation and to start a period
some

into the

opportunity to
However, in the

instant case, all the available evidence
indicated that the contractor neither intended to, nor actually did, ini
tiate renegotiation, nor did it submit the prescribed financial data
of limitations.

voluntarily.
The court did not pass

whether

the

question

on

the basis of

the

Secretary
fiscal period
renegotiate
profits
under the 1942 Act. However, in Sessions & Son v. Sec'y of War8 the
Government, as respondent, admitted that the "overall" or fiscal year
method of conducting renegotiation was first adopted by the Secretaries
without express statutory authority.9 The court, in its opinion in that
case closed the door on the possibility that the 1943 Act adopted and
hence ratified the procedure of renegotiating on the basis of a fiscal
period. It was the Government's contention that when Congress passed
Section 403(c)(5) providing that the contractor was to be discharged
from all liability for excessive profits if renegotiation was not com
menced within one year of the close of a fiscal period, it was in fact
clarifying the provisions of the 1942 Act. But the court said that the
is obviously new legislation which definitely changed
provision ".
various procedures theretofore in use.
There is nothing in the pro
vision itself or in its legislative history to indicate that it was not new
legislation but merely a clarification of existing law." The findings of
the court in Colorizing v. Stimson10 and the Sessions11 case lead to the
had

authority

.

on

to

.

.

'Sessions & Son

v.

Sec'y

of

War,

6 T. C. 1236

.

.

(1945).

sIbid.
'Id.

at 1239.

M7 T. C. 617 (1946).
"Sessions & Son v. Sec'y of War, 6 T. C. 1236 (1945).

or

not

of

a
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inevitable but unstated conclusion that there was no power granted by
the 1942 Act to renegotiate on other than a contract basis.
The court's statement in the instant case that "consideration of the
war

continuing business

contracts of this

does not lead to a determination of
for the period here in question" is
Did the

indirect
to

question:
renegotiate on any basis

a

over

the entire

war

lesser amount of excessive

nothing but a reply in kind
Renegotiating Act authorities have
other than completed contracts?

period
profits
to

the

power

Constitutionality
It is recognized that thus far the conclusions of the courts on the
points discussed under this heading are contrary to those reached herein.
In addition, many outstanding members of the bar have come to con
clusions contrary to those of the author. However, it has been noted

that the courts have

right

to

renegotiate

if any, attention to the fact that the
contracts stems not only from the constitutional

paid little,

war

but also from the concomitant power to contract for
goods etc., necessary for waging war. Further, it is recognized that in
at least one of the cases cited infra, in which the Supreme Court dis
cussed the binding qualities of government contracts, the practical result

power to wage

war

was permitted to repudiate its
peculiar surrounding circumstances. However,
unless we conclude that the words of the Court, in such cases, are mere
sanctimonious sophisms uttered only because they could not effect the
final result of the decision, it would appear that the tack taken herein
has not, as yet, been adequately appraised.
It must be emphasized that the renegotiation proceedings which are
the basis of this case were conducted under the Renegotiation Act of
1942 and not the Renegotiation Act of 1943. As indicated in the pre
ceding discussion, the 1942 Act provided for renegotiation to eliminate
It did
excess profits which had accrued on completed war contracts.
not permit the elimination of such profits which had accrued during a
fiscal period unless the contract(s) had been completed in such period.
The Act was passed on April 28, 1942. It was made applicable to all
contracts which had not been paid for as of that date. The petitioner

of the decision

was

that the Government

contracts because of the

in this

case

contends that this latter feature of the Act takes its prop

erty without due process of law or just compensation in violation of the
Fifth Amendment to the Constitution when applied to two of its con
tracts which had been

1942, and

on

contained

no

wholly

or

partially completed before April 28,
date, and which

which payments were received after that
clause authorizing renegotiation.
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spoke generally of the War Powers of the
the earlier holdings of the courts in
v.
Spaulding
Douglas Aircraft Co.12 and United States v. Pownall.13
Both of these cases held that the retroactivity of renegotiation was
In its

opinion

the court

Government and then echoed

constitutional and not in violation of the due process clause of the Fifth
Amendment. The conclusion has been substantiated thus far by the

analogy
war

to

that

"Though

in

taxation, the power in
treasury excessive profits from existing
different from

essence

recapture for the war
certainly as great as the power in peace

contracts is

ing

year the income earned

prior

to the tax

to tax in

a

succeed

legislation."14

This analogy appears to be invalid for the reason that although it
recognizes the basic difference between taxation and the War Power
to recapture excessive profits, it completely ignores the question in point
viz., is it within the War Power to recapture excessive profits when that
recapture is of necessity based on the repudiation of contracts to which
the Government had previously bound itself? The analogy is ques
tionable for the further reason that the right to recover excessive profits
under war contracts is not in any way comparable to the Constitutional
power to collect taxes. That power is specifically granted to the Govern
ment. The right to recover excessive profits arises out of contracts
between private individuals and the Government. The right to contract
is not a specific power but rather a necessary competence attaching to
constitutionally granted powers.15 The former, generally speaking, is
not hampered by the Fifth Amendment to the Constitution.16 The latter,
as we shall try to show, is.
Repudiation means "the refusal on the part of a state or government
to pay its debts, or its declaration that its obligations, previously con
tracted, are no longer regarded by it as a binding force."17 Renegotia
tion in the absence of an agreement or prior statute, is, by the foregoing
definition, repudiation.
Thus far the conclusion of the courts on this point is that the War
Power18 is sufficiently unlimited to permit the repudiation of contracts
which have been entered into in the exercise of that power.

Since the

"154 F. (2d) 419 (C. C. A. 9th, 1946).
B65 F. Supp. 147 (S. D. Cal. 1946).

"Spaulding v. Douglas Aircraft Co.,
lsPerry v. United States, 294 U. S.
"Brushaber

"Black,

v.

Union Pacific

R.R.,

Law Dictionary (3d ed.
"U. S. Const. Art. I, � 8.

154 F.
330

(2d) 419,
(1935).

240 U. S. 1

1933).

423

(1916).

(C. C. A. 9th, 1946).

The Georgetown Law

230

Journal

[Vol.

35: p. 225

profits is one arising out of contracts, and
binding obligations is a competence attaching
right
to sovereignty,19 it might be well to view this conclusion from the point
of view of what the courts have said regarding the binding quality
of the Government's obligations on itself.
The question was reviewed by the Supreme Court in Perry v. United
States.20 In that case the Congress, in the exercise of its Constitutional
power to borrow money on the credit of the United States, issued bonds
which specified that payment was to be made in gold. At a subsequent
time, in the exercise of its Constitutional authority to regulate the cur
rency, it prohibited the payment of all debts by means of gold as being
against public policy. The Court pointed out that while there is a power
in the Congress to control or interdict the contracts of private parties
when they interfere with the exercise of its Constitutional authority,
there is no such power in Congress to alter or repudiate its own con
tracts. When the United States, with Constitutional authority, makes
contracts, it has rights and incurs responsibilities similar to those of
individuals who are parties to such instruments.
The binding quality of the obligations of the Government was also
considered in the Sinking-Fund Cases21 where the Court said:
right

to recover excessive

to enter into

since the

"The United States are as much bound by their contracts as are individuals.
they repudiate their obligations, it is as much repudiation, with all the wrong
and reproach that term implies, as it would be if the repudiator had been a
If

State

or a

municipality

or a

citizen."

In

Lynch v. United States,22 with respect to an attempted abrogation
the
Act of March 20, 1933, 23 of certain outstanding war risk insur
by
ance policies, which were contracts of the United States, the Court
quoted with approval the statement in the Sinking Fund Cases,24 and
said:
"Punctilious fulfillment of contractual
tenance of the credit of

in

public

as

well

as

March, 1933, great need of

obligations is essential to the main
private debtors. No doubt there was

economy. In the administration of all govern
business economy had become urgent because of lessened revenues and
the heavy obligations to be issued in the hope of relieving widespread distress.

ment

'Perry

v.

United

States,

294 U. S. 330

(1935).

'Ibid.

l99 U. S. 700, 718, 719 (1878).
"292 U. S. 571, 580 (1934).
'48 Stat. 11 (1933), 38 U. S. C. � 717 (1940).
'99 U. S. 700, 718, 719 (1878).
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Congress was free to reduce gratuities deemed excessive. But Congress was
without power to reduce expenditures by abrogating contractual obligations of
the United States. To abrogate contracts, in the attempt to lessen government
would be not the

expenditure,

practice of

economy, but

an

act of

repudiation."

The fact that the United States may not be sued without its consent
is a matter of procedure which does not affect the legal and binding
character of its contracts. While the Congress is under no duty to pro
vides remedies

and, despite

through

the courts, the contractual obligation still exists
procedure, remains binding upon the con

infirmities of

science of the

sovereign.25

Perry case26 the defense of the statute in question was that
the Government could not by contract restrict the exercise of a sovereign
power. But, the Court pointed out, the power to make binding obliga
tions is inherent in sovereignty which in this country is in the people
who act through organs established by the Constitution. Since Congress
is the instrumentality through which sovereignty operates and since, as
In the

consequence, it is clothed with power to be exercised on behalf of the
people in the manner and with the effect ordained by the Constitution,
a

it cannot call upon the sovereign power of the
will as it has already been expressed.

people

Much to-do has been made about the factors

"desperate necessity"
plenary nature of the War Power,
etc. But "extraordinary conditions do
power.

override their

surrounding

our

entry

resisting "fiendish" enemy, the
the rush, bustle, lack of knowledge,
of

into the war,

The

to

Constitution

a

not create

established

a

or

enlarge constitutional

National

Government

with

powers deemed to be adequate, as they have proved to be both in war
and in peace, but these powers of the National Government are limited

by

grants."27

the constitutional

be but little doubt that the Congress has power
under the Constitution to recapture excessive war profits. That question
was answered affirmatively by the Supreme Court in United States v.

At this

date, there

Bethlehem Steel

can

Corp.28

But that case,

verifying

the existence of the

power, held that the Government could not repudiate a war contract
on equitable grounds.
Why then the indirection in regard to this ques

tion?

Perhaps the question

^Lynch

United

v.

States,

is best answered

292 U. S. 571

(1934)

by

; Bank of

the

asking of

Metropolis,

(U. S. 1841).

^Perry

v.

United

States,

"Schechter Poultry Corp.
^lS U. S. 289 (1942).

294 U. S. 330
v.

United

(1935).
States, 295 U. S. 495,

528

(1935).

15 Pet.

another
377, 392
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compelling as to
warrant the Government's repudiating its valid, existing and binding
obligations? What reason could be of such force that it would justify
taking away any part of the strength or binding quality of the highest
type of obligation, that of the sovereign? Surely not the mere fact that
Each of the cases cited by the Court indicates
a state of war existed.
that War Power may be exercised only under extraordinary circum
stances. In ex parte Quirin29 the Court speaks of the Articles of War
and the circumstances and conditions under which they may be called
upon. In ex parte Milligan30 it was said that no provision of the Consti
tution is suspended even during the greatest exigency of the Govern
ment; that necessity is the only justification for the exercise of martial
law and there is no justification after the necessity has ceased to exist.
In Hirabayashi v. United States31 the Court said that the propriety of
question. What

reason

could be

so

substantial and

curfew for individuals of Japanese descent in certain locations could
justified if it were "necessary to meet the threat of sabotage and
if there is reasonable grounds for believing
espionage
(and)

a

be

.

.

.

...

that the threat is real." In Schenck v. United States32 it was pointed
out that words, in order to be denied the protection of the First Amend
Constitution must be of such a nature and used in such
as to create a clear and present danger that they will
about
the
substantive evil which Congress has a right to prevent.
bring
In United States v. Macintosh33 the Court prefaces its remarks on the
ment to the

circumstances

breadth of the War Power by the qualification, "To the end that war
." Congress may seize enemy alien property
may not result in defeat
.

.

without compensation, may seize and operate utilities and railroads.
But in regard to the latter two types of seizure a contract to make
reimbursement is implied. In United States v. Russell34 it was said that
private property may be requisitioned or commandeered, if the Govern
ment is

sufficiently pressed.
exigency, emergency, extraordinary circumstance, threat, etc.,
was of such weight or force as to permit the Government's repudiation
of its obligations? It may well be doubted whether those thus far ad
vanced and which by their unspecificity and general nebulousness bear
What

m317 U. S. 1 (1942).
"4 Wall. 2 (U. S. 1866).

m320 U. S. 81 (1943).
ffl249 U. S. 47, 52 (1919).
m2&3 U. S. 605, 622 (1931).
M13 Wall. 623 (U. S. 1871).
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familiar

similarity
gency" legislation,

to
are

those

expounded

in

justification of other

"emer

sufficient.

The De Novo

Proceeding

and Redetermination

case has had the further effect of having cleared the atmosphere
regard to the meaning of a proceeding de novo for purposes of rene
gotiation. Section 403(c)(1), as amended by the 1943 Act35 states in

This

in

part that:
"A proceeding before the Tax Court to finally determine the amount, if any,
of excessive profits shall not be treated as a proceeding to review the determi
nation of the Board, but shall be treated as a proceeding de novo."

It had been the fond hope of many that the intended meaning of the
foregoing was that the equivalent of an original determination of exces
sive profits would be made by the Tax Court without taking into con
sideration the prior determination leading to the appeal and only on
the basis of evidence brought to the court's attention. The court how
ever has adopted the view that the proceeding was de novo only in the
same sense as a tax deficiency proceeding.
At a much earlier date the Board of Tax Appeals gave its own defini
tion of a de novo proceeding:36
"When a taxpayer brings his case before the Board he proceeds by trial de
The record of the case made in the Internal Revenue Bureau is not before
the Board except insofar as it may properly be placed in evidence by the tax
payer or by the Commissioner. The Board must decide each case upon the
record made at the hearing before it, and, in order that it may properly do so,
novo.

the taxpayer must be permitted to fully present any questions relating to his
tax liability which may be necessary to a correct determination of the deficiency.
To say that the taxpayer who
questions presented before the

brings his case before the
Commissioner, and that the

Board is limited to

Board in its deter
mination of the case is restricted to a decision of issues raised in the Internal
Revenue Bureau would be to deny to the taxpayer a full and complete hearing
and an open and neutral consideration of his case."

that the procedure is distinctly different from
where, for example, in the case of a new trial
the petitioner usually is permitted to plead anew, set up new issues,
introduce new or different evidence, and proceed on a new theory. Or
when there is an appeal at law, in which case the parties are bound by
the record, pleadings and theories advanced in the court below and the
It

can

that in

a

readily be

seen

court of law

x57 Stat. 564 (1943), SO U. S. C. App. � 1191 (Supp. 1946).
""E. J. Barry, 1 B. T. A. 156, 157 (1924).
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procedure of the Tax
parties are not only not re
theories in the prior proceeding,

reviewable.

The

combination of both. The

record, pleading and
proceeding

but the conclusion of that

is reviewed.
earlier date indicated that it had no intention of
changing its procedure to accomplish the duties of "review" imposed on
it by the Renegotiation Act. Subparagraph I, Rule 64 of the Tax Court's
Rules, which is the only special rule which has been made in regard

The court at

to

an

renegotiation proceedings, provides:
"Except

as

otherwise prescribed by this Rule,

tion of excessive

proceedings

for the redetermina

profits under the Renegotiation Act shall be governed by the

existing Rules of Practice before this Court. Where any of the existing Rules
or the matter contained in the Appendix thereto refer to the Commissioner, such
Rules and the matter in the Appendix, when applied to a proceeding for the
redetermination of excessive profits under the Renegotiation Act, shall refer to
the War Contracts Price and Adjustment Board or to the Secretary as defined
and used in that Act. Similarly references to the taxpayer shall refer to the
contractor or subcontractor; references to tax shall refer to profits under a
contract or subcontract subject to renegotiation, or to excessive profits there
under, dependent upon context; and references to the determination of a de
ficiency, or a notice of such determination, shall refer to the order of the Board
or the Secretary determining the amount of excessive profits."
The foregoing clearly indicates the court intended to substitute the
particular renegotiating authority for the Commissioner of Internal
Revenue, the contractor for the taxpayer, and the renegotiating author
ity's determination of excessive profits for the deficiency notice of the

Commissioner.
Prior to this

question whether or not the ordinary procedure
what the Congress intended should be adopted
in the renegotiation proceedings before that body, was in doubt. There
was a considerable amount of evidence tending toward the conclusion
case

of the Tax Court

the

was

Congressional debates indicated that the Senate gave
(1) having a review made
on the basis of a record which was to have been maintained by the
renegotiating authority, and (2) a new trial with the Government as a
party to the suit. The first alternative contemplated a review on the
level and status of an appeal at law. The second alternative, the one
which was adopted, was described as a "de novo" proceeding. The
meaning of this latter method is what was in doubt. The following
excerpts from the debate are indicative of the thought-pattern:
that it

was.

weighted

The

consideration to the alternatives of

"Mr. McKELLAR.

I wish to say that I

thoroughly believe, there should

be

235

Administrative Law

1947]

bona fide, honest court review. I believe it would be better to have the Board
keep a record of the facts, and make a finding of facts, and to provide for
appeal from that. I think that would be the quicker and the better way. I
simply wish to ask the Senator what he thinks about that.

a

I will say to the Senator from Tennessee that
impression. I always think it is better to keep a record,

"Mr. CLARK of Missouri.

that

was

my

original

and then have a review on the record.
"But the administrative officers who appeared before our committee, from
Judge Patterson down, pointed out that the keeping of a record would result
in slowing down and bogging down the whole renegotiation system. They said
they would much prefer to have a proceeding de novo in some court, rather
than to have the Board keep a record. I became convinced that probably their

position was correct.
"Frankly, I had started out with the idea that the easiest thing to do would
be to compel the Board to keep a record, and to set up certain standards of
procedure, so that a court could determine whether the proper standards had
been observed which is all anyone wants to have done, rather than to have
the court determine whether certain weight had been given to them.
"But, as I say, Judge Patterson told me frankly that if we let them have
a trial de novo and provided for the right of the Government to file a counter
claim, and gave the court jurisdiction to reduce the compensation, as well as
to add to it, he did not believe any of them would go through the process. I
�

believe that would be the
the other."37

case.

It does

seem

that

we

must do either

one

or

A review of the cases indicates the term trial de novo has no generally
accepted meaning, but is in each case dependent on legislative intent
and the interpretation of the particular court. However, as pointed out
above, the Tax Court at an early date adopted its own meaning of the
term. Hence it could logically be assumed that since the function of
conducting a de novo proceeding was assigned to the Tax Court, it was
to be conducted in the light of that body's prior definition of the term.
There are many factors which would seem to indicate that the procedure
which was adopted was what the Congress intended.
However, there is no point in discussing that feature at this time in
view of the frame of mind with which the members of the Tax Court

have
from
As

approached
war

the

problem

of

redetermining

excessive

profits resulting

contracts.

out earlier, the Tax Court in this case determined that
profits were fifty per cent higher than the determination
of the Secretary of War, i.e., $150,000 v. $100,000. Although the opinion
does not so state, the increased amount resulted from new findings of
cost made by the Department of Justice as respondent in the case. The

pointed

the excessive

'90 Cong. Rec. 534 (1944).
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as a preliminary to its defense of a renegotiation case, makes a
detailed audit of the contractor's records to obtain whatever data it
deems essential to its case. This practice is in marked contrast with

latter,

the

procedure followed

in

renegotiation where

the data submitted

the contractor is assumed to be correct and accurate and

as

by

such accepted

proper basis for determining excessive profits.
Yet, despite the fact that the higher determination in this case was
based on additional facts, the court clearly indicated that if it were to
approach the problem without taking into consideration the prior deter
mination of the renegotiating authority, it would do so from a less liberal
point of view. The renegotiating authorities approach the problem by
looking at the entire financial picture of costs and profits. From the
latter it attempts to eliminate that portion which, in relation to costs
and the statutory factors, is excessive. Profits are taken as a whole
as a

and then reduced downward to eliminate that amount which is deemed
excessive. The Tax Court, on the other hand, has approached the prob
lem by attempting to determine what is just compensation for the
services performed and having arrived at such an amount, eliminates
the balance. The approaches are from diametrically opposed points of
view. The former works with the profit and eliminates that which is
excessive. The latter works with the costs and statutory factors and
builds up to a profit which is deemed just or fair compensation. That
the two

are

marks: ".
of the

not

the

same

can

be read into the court's

They would indicate,
profits here in controversy
.

.

concluding re
$150,000

the contrary, that at least
were excessive."

on

JAMES

P. DURKIN

FEDERAL LEGISLATION
PUBLIC LAW 690 (THE BOYKIN ACT)� FOR THE RESTORA
TION OF INVENTION RIGHTS LOST DURING
WORLD WAR II
A

GREAT war, in addition to its
effects, has the further result of

prominent and far-reaching
interfering with the normal filing
and prosecution of patent applications by inventors. This interference
occurs primarily through delays or interruption in communications be
tween the United States and foreign countries and through govern
mental secrecy regulations. Also, many inventors are displaced by
military service or by enemy action from their customary ways of living
or are simply too preoccupied with the exigencies of the moment to find
time for filing.
In an attempt to restore some of the rights which were thus forfeited
during and as a result of the first world war, Congress in 1921 passed
the Nolan Act1 which provided for an extension in rights of priority
which would otherwise have lapsed during the war. The latter-day
counterpart of this legislation, the Boykin Act,2 designed to accomplish
similar results with respect to World War II, has now become law. This
Act is of particular and immediate concern to patent attorneys, but con
tains certain provisions which appear to be of more general interest.
Patents constitute one form of property right3 which has not been
viewed with universal respect in recent years.4 It is consequently re
freshing to note the passage of a law such as this which looks to the
protection and reestablishment of rights which have lapsed without
fault

on

the part of the

more

owners.

It should be stated at the outset that the

principle

of the

Boykin Act

has been favored

Office,5 by

by practically everyone concerned: by the Patent
the Departments of State, War and Navy,6 by business and

Ml Stat. 1313 (1921), 35 U. S. C. �� 80-87 (1940). As to its validity and construction,
Kling v. Haring, 11 F. (2d) 202 (App. D. C. 1926) cert, denied, 271 TJ. S. 671 (1926);

see

In

re

Jollenbeck,

11

F. (2d) 561

(App.

D. C.

1926)

; Seror

v.

Dick,

D. C. 1925).
"Pub. L. No. 690, 79th Cong., 2d Sess. (Aug. 8, 1946).
"Cramp and Sons v. International Curtis M. T. Co., 246 TJ. S. 28

3 F.

(2d)

92

(App.

(1918) ; Continental
Paper Bag Co. v. Eastern Paper Bag Co., 210 TJ. S. 405 (1908); James v. Campbell, 104
TJ. S. 356 (1881).
*See Special Equipment Co. v. Coe, 324 TJ. S. 370, 380 (1945) (dissenting opinion).
^Hearings before Committee on Patents on H. R. 2111 and H. R. 4079, 79th Cong., 1st
Sess. (1945) 24.
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manufacturing associations,7 and by the patent bar.8 It is believed that
the Act is, in general, desirable remedial legislation9 which will sub
stantially accomplish its intended objectives. Just what these objectives
are,10 and what provisions the Act makes with respect to them, may
conveniently be considered under four general headings:
Extensions of rights which otherwise would have expired;
Restoration of rights lost by communication to the Government

(1)
(2)

under

exchange agreements;
(3) Prevention of proof of acts done abroad in establishing invention;
(4) Prohibition of infringement suits by enemy aliens.
Extensions

of Rights Which Otherwise

Would Have

Expired

Under this general heading may be considered not only actual exten
sions, but also provisions which have the general effect of extension,
such as the waiver or ratification of informalities in wartime applications.
The Act contains seven distinct provisions relating to extensions:

(1) Rights of priority provided by
expired on September 8, 1939, or

R. S. 4887,
which have

which had
into existence since
that date, are extended until twelve months after the passage of the Act.12
(2) No patent coming within the purview of Section 1 shall be refused or

not

invalidated by
use more than

of

as

amended,11

come

on public sale or in public
application date unless such
patenting, etc., also occurred before the foreign application date.13
(3) Where the time for paying fees or for taking other actions had not
expired by September 8, 1939, the Commissioner of Patents may extend the time

reason
one

being patented, published,

year before the United States

up to twelve months after passage of the Act.14

(4) Failure to obtain authorization of the Commissioner of Patents before
filing as required by law is cured by receiving subsequent authorization.15
(5) Applications executed by an agent of the applicant and accepted by the
"Id. at 57, 76, 96.
7d. at 33, 109.
"Id. at 14, 111, 113, 117, 118.
'In re Jollenbeck, 11 F. (2d) 561 (App. D. C. 1926).
10"To extend temporarily the time for filing applications for patents, for taking action
in the United States Patent Office with respect thereto, for preventing proof of acts abroad
with respect to the making of an invention, and for other purposes." Preamble, Pub. L.

Cong., 2d Sess. (Aug. 8, 1946).
"53 Stat. 1212 (1939), 35 U. S. C. � 32 (1940).
"See note 2 supra at � 1.

No. 690, 79th

"Ibid.
uId. at � 3.
"Id. at � 6.
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Patent Office16 between September 8, 1939, and the date of the Act have the
same force and effect as applications executed by the applicant so long as a
properly executed duplicate is filed within a year after passage of the Act.17
(6) Oaths executed before a consular officer of a government acting for the

United States have the force and effect of oaths executed before United States
consular officers.18
(7) Patents scheduled for issue between July 17 and August 7, 1945, but
delayed because there was no Commissioner during that period, shall not be held
invalid on that ground.19

The benefits of Sections 1 and 3 of the Act, provisions (1), (2) and
(3) above, extend to citizens of the United States, to the Alien Property
Custodian and to citizens or subjects of countries which, within twelve
months after passage of the Act, extend substantially reciprocal privi
leges to United States citizens.20 Reciprocity is not made a condition

enjoyment of benefits under the remaining provisions. Section 14,
however, specifically denies the benefits of any portion of the Act "in
favor of inventions, applications, or patents made by or owned by"
enemy aliens. The Section goes on to secure to the Alien Property
Custodian the full benefits of the Act, thereby nullifying the first sen
tence of the Section except for those inventions, applications or patents
which are not vested by the Alien Property Custodian and which are
consequently presumed to be in friendly hands.21
Section 1 of the Act, provisions (1) and (2) above, applies to patents
in effect, to any applications filed in foreign
and to pending applications
countries between September 8, 1938, and August 8, 1946, whether or
not they have matured into patents. To receive the benefits of these
provisions, it is necessary to make written request, accompanied by a
certified copy of the corresponding foreign application (or other evidence
if the original has been destroyed), with a sworn translation of the
application if it is in a foreign language. This represents a change from

to the

�

"Provision for acceptance of such applications was made by Commissioner's Order No.
(Oct. 13, 1942), 543 O. G. Pat. Off. 649 (1942).
"See note 2 supra at � 7. The execution of this Section is provided for by Commis

3662

sioner's Order No. 4094 (Sept. 9,

1946),

590 O. G. Pat. Off. 528

(1946).

"See note 2 supra at � 8.
"Id. at � 5.
The Patent Office will determine in the first instance whether reciprocity exists and
will

publish its findings in the Official Gazette. Preliminary Notice (Aug. 30, 1946), 590
(1946).

O. G. Pat. Off. 529

The Senate amendment to this
this result.

Sen. Rep. No.

Section,

which

was

modified in the final Act, avoided

1502, 79th Cong., 2d Sess. (1946).
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under which extension

automatic. The present requirement gives to the inventor an option
by which he may or may not take advantage of the Act. In view of the
restrictions placed on patents granted or validated by virtue of this
Section, the decision may often be against requesting the extension, as

was

will be discussed below.
It should be noted that the extension granted by Section 1 of the
Act is not dependent on any showing that delays in filing were actually
caused by the war. Section 3, on the other hand, provides for such a
showing as a prerequisite to obtaining the desired extension.
The effects of the seven provisions listed above relating to extensions
are self-explanatory, with the possible exceptions of (1) and (2) which

found in Section 1 and are perhaps the most important provisions
It is of interest to examine the patent laws having to do
with the time of filing applications, and to point out just how those

are

of the Act.
laws

changed by the Boykin Act. The essential rules governing the
filing, as in effect before the passage of the Boykin Act, are as

are

time of
follows :

At the time of

(1)
new;23
(2)

filing, the inventor

must

believe his invention to be

The invention must not be known or used in this country, or patented
published here or abroad before invention or discovery by the applicant;24
(3) The invention must not be in public use or sale in this country, or
patented or published here or abroad more than one year prior to the filing of
the United States application;25
(4) At the time the United States patent is to issue, the invention must
not have been patented abroad on an application filed by the same inventor more
than twelve months prior to the filing of the United States application;26
(5) When an application has been filed abroad within twelve months before
filing the United States application, the United States application receives the
benefit of the foreign filing date, as conclusive evidence of invention at that
or

time.27

A patent found to be out of accord with mandates

(1) through (4)

"41 Stat. 1313 (1921), 35 U. S. C. � 81 (1940).
""Rev. Stat. � 4886 (1875) as amended, 35 U. S. C. � 31 (1940) requires the invention
to be new; Rev. Stat. � 4923 (1875), 35 U. S. C. � 72 (1940) provides that previous

knowledge

or

use

in

foreign country does
as amended,

mRev. Stat. � 4886 (1875)
*Ibid.
""Rev. Stat. � 4887
months for

"Ibid.

designs.

(1875)

as

not invalidate if inventor believed it to be

35 U. S. C.

amended,

�

35 U. S. C.

31

�

new.

(1940).
32

(1940).

The period is six

will not be
no
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granted,

effect whatsoever

or

if

on

granted will be invalid. The Boykin Act has
(1) and (2) above. The applicant must

rules

still be the first inventor in that he must believe the invention to be
original, and the invention must not previously have been known or used
in this country, or patented or published anywhere.
The remaining rules are changed for inventions to which the Act ap
plies. The prohibition of rule (3) applies only when the public use or

sale, or the patenting or publication, was also earlier than the foreign
application date. Rule (4) is completely eliminated for inventions com
ing under Section 1 of the Act. Rule (5) is altered to give the benefit
of the foreign filing date to any applications to which Section 1 applies,
i.e., to any applications filed abroad on or after September 8, 1939, in
a country granting reciprocal rights, where proper request for extension
is made.

early filing date is of value to the inventor for several reasons.
filing of an application is conclusive evidence that the invention
was conceived and reduced to practice by that date at the latest.28
Consequently, the grant of the patent may not be refused on the basis
of disclosures in publications or in other patent applications made sub
sequent to the filing date. When an interference is declared between two
pending applications, the party having the earlier filing date becomes
the senior party and need not sustain the burden of proof.29 On these
considerations alone it might be supposed that all eligible inventors
An

The

would at

once avail themselves of the benefits of Section 1 of the Act.
The Act also provides, however, that any patents granted under
Sections 1 or 3 shall be in force no longer than twenty years from the
foreign filing date;30 that no claims against the United States govern
ment shall be based on patents granted or validated by Section l;31
that no persons who held conflicting patents or applications before
passage of the Act shall be liable for infringement of patents granted

Section 1 ; 32 and that no intervening bona fide users of the
invention shall be liable for infringement under patents granted or valior

validated

^Bonine

v.

^Barber

v.

by

Bliss, 259 Fed. 989 (App. D. C. 1919).
Forsyth, 23 F. (2d) 769 (App. D. C. 1927) ; Swinglehurst v. Ballard, 258
Fed. 973 (App. D. C. 1919) ; Steinmayer v. Ramsey, 132 F. (2d) 1007 (C. C. P. A. 1942) ;
Benner v. Oglesby, 132 F. (2d) 996 (C. C. P. A. 1942).
""See note

2 supra at � 10.
aId. at � 1.
mIbid. The corresponding provision in the Nolan Act, 41 Stat. 1313 (1921), 35 TJ. S. C.

� 80 (1940), was interpreted in Federal Yeast Corp.
(C. C. A. 4th, 1926).

v.

Fleischmann

Co.,

13 F.

(2d) 570

The Georgetown Law

242

dated

by Sections

Journal

1 and 3 for their continuance

or

[Vol.

35: p. 237

resumption

of such

use.33

Suppose

that A filed

1939, but did

a

patent application in Great Britain

not file in the United States until

on

March 10,

September 10,

1946.

patent before the United States
patent issues, A is barred from receiving the United States patent un
less he takes advantage of Section 1 of the Boykin Act. Similarly, if B
received a patent or described the invention in a printed publication
or put it into public use or sale before September 10, 1945, A is barred
from receiving a patent unless he gets the extension. In any case, if A
does avail himself of Section 1, and if he otherwise qualifies, he will
receive a patent which expires on March 10, 1959, and on which he
can never sue B, if B is an intervening user or applicant.
If the British patent does not issue first, however, and if there have
been no other patents, publications, public uses or sales, A need not
If A's British

apply

for

an

two years, it

application

matures into

a

extension under Section 1 If his application is pending for
could then issue in September, 1948, with a life expectancy
.

of the full statutory period. It would thus not expire until September,
1965, six and a half years later than the expiration under a Boykin Act
extension. Furthermore, if B had begun the public use of the invention
in January, 1946, A could force him to discontinue such use or to pay
royalties after September, 1948, if A had not made use of the Boykin
Act.

A could

never

exclude

B, however,

if A had invoked the Act.

These illustrations lead to the conclusion that Section 1 should be
invoked where necessary, but not otherwise. The cautious attorney may
prefer to secure the extension in every case on the theory that the secur
ity of the earlier filing date is preferable to the longer term and greater

freedom in the

use

of the patent where the Act is not called into

operation.
Restoration

by Communication to the Government
Under Exchange Agreements

of Rights

It is well known that

Lost

a

great deal of technical information

was ex

changed by the allies during the war, particularly between the United
States and Great Britain. Much of this information concerned develop
ments which were not

patented,

but which

were

cated to a large number of persons and which
Such public use would ordinarily constitute
'See note 2 supra at � 4.

nevertheless communi
into widespread use.
bar to the grant of a

came
a
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application were filed within a year
2
Section
of
the
began.
Boykin Act is designed to remedy
this situation for the many foreign inventors whose applications for
patents would otherwise be refused or invalidated because of their com
munication to the United States Government and the resulting use, sale

patent

to the inventor unless his

after the

or

use

publication of the
Section 2 provides

was

invention.
that

wherever, prior

to

April 8, 1946,

an

communicated at the request of the Government under
a patent shall not be refused or invalidated by

invention

exchange

an

agreement,

reason

of

any public sale, use or publication attributable to such communication.
To establish the communication, the court or the Commissioner of

Patents may call

on any government department or agency to produce
regarding it. The section applies only where the United States
application is filed within twelve months after passage of the Act, where
specified information under oath regarding the communication is fur
nished and where reciprocal privileges are extended by the country of
which the inventor is a national. Furthermore, the freedom from in
fringement suits granted by Section 4 to intervening users does not
apply where the user derived his knowledge of the invention through
a communication of the type covered by Section 2.
Section 2 applies to communications made under informal as well as
formal exchange agreements. The only formal exchange agreement made
during the war was Executive Agreement Series 268 with Great Britain,
signed August 24, 1942, and effective the preceding January 1. Technical
information was also exchanged with Australia, New Zealand, Canada
and France, but without written agreements.34 Before the Executive
Agreement with Great Britain was signed, there had been a large amount
of information exchanged between the two countries, beginning in
September, 1940. In the beginning, the British were reluctant to transfer

papers

information without some assurance that the British owners of the
information would be adequately protected. Because of the urgency
of the situation, they were persuaded to "pass the information on and
let the settlement of patent rights and private property
information be settled at a later date."35 The War and

rights in that
Navy Depart
ments assured the British Purchasing Commission that everything in
their power would be done to secure the passage of legislation to protect
'"Hearings before
Sess. (1945) 86.

xId.

at 77.

Committee

on

Patents

on

H. R. 2111 and H. R. 4079, 79th

Cong.,

1st
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patent rights under the exchange.36

strongly

advocated

by

the

[Vol.
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Section 2 is the result and
of State, War and Navy.37

was

Departments

of Proof of Acts

Prevention

Journal

Done Abroad in

Establishing Invention

Boykin Act was adopted in order to correct what
to be an anomalous situation with regard to the
considered
widely
acts performed abroad.
inventive
of
of
efficacy
proof
38
a
will
not be invalidated by knowledge or use
R.
S.
4923,
patent
By
Section 9 of the

was

foreign country prior to invention here so long as
patenting or publication, and so long as the patentee
believed his invention to be original at the time he filed. For this pur
pose, then, proof of foreign acts with regard to prior knowledge or use
has been repeatedly held inadmissible.
R. S. 4886, as amended,39 authorizing the grant of a patent to "any
person who has invented or discovered any new and useful art, machine,
not known or used by others in this country, before
manufacture
his invention or discovery thereof, and not patented or described in
any printed publication in this or any foreign country, before his inven
tion or discovery thereof
.", contains nothing to prevent a foreign
inventor from introducing evidence of acts performed abroad in order
to establish the date of his invention or discovery. Neither does R. S.
4887, as amended,40 contain any such prohibition.41
The leading case pointing up this difference is Electric Storage Battery
Co. v. Shimadzu42 wherein the right of a foreign patentee to establish
the date of his invention by proof of acts performed abroad was upheld.
Shimadzu submitted evidence that he had made the invention in Japan
in August, 1919. He then filed a United States patent application on
January 30, 1922, receiving a patent in 1926. The Storage Battery Co.
had begun manufacture using the machine and method in question early
in 1921, which antedated Shimadzu's United States application. It was
of the invention in

there

was no

a

actual

.

.

.

.

.

�Id. at 76.

"Id. at 57, 76, 96.
"35 U. S. C. � 72 (1940)..
"35 U. S. C. � 31 (1940).
"35 U. S. C. � 32 (1940).
"Electric Storage Battery Co.

Shimadzu, 307 U. S. 5 (1939) ; Claude Neon Lights
(E. D. N. Y. 1931) ; Badische Anilin & Soda Fabrik
Klipstein & Co., 125 Fed. 543, 552 (C. C. S. D. N. Y. 1903); Welsbach Light Co.
American Incandescent Lamp Co., 98 Fed. 613, 616 (C. C. A. 2d, 1899) ; Hanifen
E. H. Godschalk Co., 78 Fed. 811 (C. C. E. D. Pa. 1896).
^307 U. S. 5 (1939).
Rainbow

Light,

47 F.

(2d)

345

v.

v.

v.
v.

v.
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held, however, that the knowledge and use of the invention by the
Storage Battery Co. did not invalidate Shimadzu's patent, since the
knowledge and use were not before his invention as established by evi
dence of his acts performed in Japan. Mr. Justice Roberts pointed out
that,
diligent domestic inventor applies, in good faith believing himself
inventor, 4923 assures him a patent and gives it priority, despite
prior foreign use, even though that use is evidenced by a patent applied for
after the invention made in this country. The foreign applicant or patentee
cannot carry the date of his invention back of the date of application in this
".

.

.

if

a

to be the first

country,

as

the holder of

a

later patent for

an

invention made here would be

to do in order to establish

priority. On the other hand, a domestic
inventor who is willing to dedicate his invention to the public may be held as
an infringer by reason of the later patenting of an invention abroad which
antedates the invention and use in this country; and so is put in a worse position
vis a vis a foreign inventor who subsequently secures a patent, and succeeds
in establishing an earlier date of invention, than he would occupy if he had
promoted his own interest by procuring a patent."43
permitted

situation, Section 9 provides that an applicant or a
rely, in order to establish his invention date, on any
except his filing of a patent application, which by R. S. 4887

To correct this

patentee

cannot

foreign acts
or by this Act is entitled to the same force and effect as a United States
application. An exception is made for the benefit of persons domiciled
in the United States who were serving abroad in connection with the
prosecution of the war.44
By this provision, together with R. S. 4923, proof of knowledge or
use in foreign countries (except for proof of filing of foreign applications,
and for the particular provision made for those serving abroad during
the war) is made ineffective for any purpose having to do with inven
tion dates. This brings the law of the United States closer to that in
effect in foreign countries, and will probably simplify patent practice
hereafter.45
While this section seems desirable in the interest of uniformity, it is
submitted that no particular injustice has resulted from the former
state of affairs.46 For example, Mr. Justice Roberts points out by in
ference that if the Electric Storage Battery Co. had applied for a
"Id. at 13.
"Such inventors "shall be entitled

to the same rights of priority with respect to such
had been made in the United States." See note 2 supra at � 9.
*H. R. Rep. No. 217, 79th Cong., 1st Sess. (1945).
"See Hanifen v. E. H. Godschalk Co., 78 Fed. 811, 812 (C. C. E. D. Pa. 1896).

invention

as

if the

same

...
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patent instead of merely beginning manufacture, it would have been free
from liability for infringement.47 But is not the purpose of the patent
laws to induce inventors to disclose their inventions to the

public

in

monopoly? The public interest was not served by
knowledge and use of the invention by the Storage Bat
tery Co., even though the Court did find the manufacture to be a public
use.48 It must be conceded, however, that the company should have
received as much protection from a published description of the inven
tion as from the filing of a patent application, which was not the case
before the passage of the Boykin Act. In this respect, the former situ
return for

a

limited

the undisclosed

ation

anomalous and has

was

Prohibition

now

been corrected.

of Infringement Suits by Enemy

Section 1 1 of the Act affords

Aliens

rather

disturbing insight into the way
during the legis
lative process so as to become barely recognizable, and to raise at least
a faint question as to whether Congress knew just what it was doing
when it passed the final legislation. This section essentially works a
forfeiture of all patent rights which are now or may in the future be
held by a national of any country against which the United States has
in which

a

bill

or a

a

section thereof

can

be transmuted

The text of the section is as follows: "No claims for
patent infringement shall be made or action brought by or on behalf
of or for the benefit of any country or a national of any country against
which the United States has declared the existence of a state of war,
declared

war.

in respect to any manufacture, use, or sale since September 8, 1939."
It is perhaps quibbling to point out that, taken literally, this section

applies

to the British and to the

Mexicans, since the section is not re
(The legislative intent, of course, was
without this construction, however, the section

stricted to the most recent
to

so

restrict

it.)

Even

war.

is too drastic.

The Nolan Act49 contained
be

in

a

provision that

to the

between

no

claim

or

action should

August 1, 1914, and the
passage of the Act (b) against the United States or persons acting for
or with the consent of the United States or its allies (c) under patent
rights owned in whole or in part since August 1, 1914, by an alien
brought (a)

respect

use

"307 U. S. 5, 14 (1939).
"Id. at 20.
"41 Stat. 1313 (1921), 35 U. S. C. � 80-87 (1940).
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enemy.50

This

provision

was

in form and in substance

quite different

from Section 11 of the present Act.
Section 10a of the Trading with the

Enemy Act51 permitted

enemy

aliens to file and prosecute patent applications, and even provided for
extensions of time whenever the war prevented their taking some neces
sary action. (This section is expressly repealed by Section 13 of the
present Act.) Section lOg of the Trading with the Enemy Act provided
for

suits

infringement

by

licensees under the Alien

the national

aliens

against

Property Custodian.52

anyone other than
It is apparent that

enemy-held patents was quite different
today. The public interest was
then considered to be promoted by disclosure of foreign inventions, and
it was felt that the benefits of such disclosures outweighed the dis
advantages involved in granting limited monopolies to enemy aliens.

policy

with

enemy

after the first world

war

regard

to

from what it is

The House Bills which resulted in the Act under discussion53 contained

section which

a

was

substantially identical

with that contained in the

Nolan Act except for the substitution of the date, September 8, 1939,
for August 1, 1914. Infringement actions (a) during the war period
only, (b) against the United States and its agents and (c) with respect

wholly or in part since September 8, 1939, by enemy
thus prohibited. During the committee hearings on this
bill, several witnesses took exception to these provisions, and others
wrote letters to the committee attacking them.54 The main objections
to the section were that it failed to protect United States citizens, as well
as the Government, from infringement claims; that United States citi
zens might be unconstitutionally deprived of property rights without just
to

rights

aliens

owned

were

compensation where they had obtained bona fide ownership on patents
on foreign inventions after September 8,
1939; and that the Alien
Custodian
was
Property
already accomplishing the same objectives to
the extent which was desirable. Attorney General Clark alone suggested
that infringement claims should be refused for the life of the patents,
"Id. at 1314, 35 U. S. C. � 86 (1940).
n40 Stat. 411, 420 (1917), 50 TJ. S. C. App. � 10a (1940).
"MO Stat. 411, 422 (1917), 50 TJ. S. C. App. � lOg (1940).
KH. R. 5223, 79th Cong., 2d Sess. (1946) ; H. R. 4624, 79th Cong., 2d Sess. (1946) ;
4079, 79th Cong., 1st Sess. (1945); H. R. 2111, 79th Cong., 1st Sess. (1945); H. R.
5236, 78th Cong., 2d Sess. (1944) ; H. R. 4289, 78th Cong., 2d Sess. (1944) ; H. R. 7299,

H. R.

77th

Cong., 2d Sess. (1942); H. R. 5534, 77th Cong., 1st
"Hearings before Committee on Patents on H. R. 2111

Sess. (1945) 18, 74, 105, 110, 115, 117, 123.

Sess. (1941).
and H. R.

4079, 79th Cong.,

1st
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had

Journal
now

[Vol.

35: p. 237

reverted to the grantor

and should not be re-created.55

The Patent Law Associations of New York and of Chicago, the Patent
Committee of the National Association of Manufacturers and the Amer
ican Bar Association Section of Patent, Trade-Mark and Copyright Law
each submitted

proposed

versions of the section which

were

very similar

resulting Section 1 1 of the Act, except
that all of these proposals limited the term of the prohibition to a period
running from September 8, 1939, to a date six or twelve months after
in form to

one

another and to the

the termination of the war.56
The Senate Committee

on

Patents struck out Section 11 in toto57

The present section is
passed
Senate and House
of
conference
between
the
product
joint
and
a
compromise, though no one
presumably represents
managers,58
the
considerations
of the bill, with the exception
throughout
prolonged
to
of Attorney General Clark, seems
have imagined such a sweeping
provision. The net effect is to deprive nationals of the six enemy coun
tries of any right whatsoever to sue on their patents, now or in the future.
While this may be a wise provision, it appears to the writer to be
based on the currently popular fallacy that the patent grant is in the
nature of a reward to the inventor, rather than the consideration by
which he is induced to disclose his invention for the public good. Under
this theory, it is quite logical to attempt to punish the alien by denying
him his reward, though the possible desirability of coaxing his invention
from him is overlooked. With respect to patents already granted, of
course, we are in the happy position of doing both; though this is not
the Senate in this form.

and the bill

therefore the

true with

respect

to

inventions the alien may make in the future.

Summary
As has been shown in some detail, the Boykin Act extends priority
rights lost during World War II, waives various informalities in the
prosecution of patents during the war period, restores the invention
rights of those who communicated their ideas to the Government under
technical exchange agreements, changes the rule of the Shimadzu case
with respect to proof of acts done abroad, and denies to enemy aliens
any right to enforce their patent rights. Much of the Act is derived from
"Id. at 126.
"Id. at 18, 117, 111, US.
�"Sen. Rep. No. 1S02, 79th Cong., 2d Sess. (1946).
esR. R. Rep. No. 2696, 79th Cong., 2d Sess. (1946).
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passed to accomplish similar objectives after
The Boykin Act differs most significantly from its pre
regard to policy, in its provision denying to enemy aliens
sue for infringement.
With the possible exception of this
is believed that the Act is beneficial in form and in probable

the Nolan Act which

was

World War I.

decessor, in
the right to
provision, it
effect.

C. MARSHALL DANN

NOTES
"SUPERSENIORITY" FOR RETURNING VETERANS

priorities of World War II
reemployment, lay-off,

T^HE relative

with respect to
definitely established.

veterans

and non-veterans

and

discharge are not yet
The immediate reaction to the Supreme Court's
decision in Fishgold v. Sullivan Drydock & Repair Corporation^ was
that the Court had effectively killed the doctrine of "superseniority"
for World War II veterans reemployed under Section 8(b) of the
Selective Training and Service Act.2 However, a recent opinion of the
Attorney General3 and several lower federal court cases4 indicate that
the ghost of "superseniority" may still be stalking the courts of the
nation, haunting employers and labor unions which have consistently
challenged its validity.
Superseniority was first propounded officially in an administrative
interpretation by the Director of the Selective Service System, who in
structed the local draft boards that Section 8(c) of the Act required
reinstatement of a veteran to "his former position or one of like senior
ity, status, and pay even though such reinstatement necessitates the
discharge of a non-veteran with a greater seniority."5 Although there
*66 Sup. Ct. 1105 (1946).
*54 Stat. 890, 50 TJ. S. C. App. � 308(b) (1940): "In the case of any such person who,
in order to perform such [military] training and service, has left or leaves a position,
other than

a

temporary position, in the employ of any employer and who (1) receives
[of honorable discharge], (2) is still qualified to perform the duties of

such certificate

position, and (3) makes application for reemployment within forty days after he is
training and service
"(A) if such position was in the employ of the United States Government, its Terri
tories or possessions, or the District of Columbia, such person shall be restored to such
position or to a position of like seniority, status, and pay;
"(B) if such position was in the employ of a private employer, such employer shall
restore such person to such position or to a position of like seniority, status, and pay
unless the employer's circumstances have so changed as to make it impossible or unrea
such

relieved from such

�

."
sonable to do so;
The forty-day period in which application for reemployment is to be made was extended
to ninety days by the amendment of Section 8(b) in 1944, 58 Stat. 798 (1944), 50 U. S.
.

C. App. �

.

308(b) (Supp. 1945).

340 Ops. Atty. Gen. No. 115 (Sept. 20, 1946).
*Feore v. North Shore Bus Co., 19 L. R. R. M. 2036 (E. D. N. Y. 1946) ; Salter v.
Becker Roofing Co., 65 F. Supp. 633 (M. D. Ala. 1946) ; Gauweiler v. Elastic Stop Nut
Corp., 18 L. R. R. M. 2141 (D. C. N. J. 1946).

5U. S. Sel. Ser. System, Local Board Memo. 190-A, May 20, 1944, Part IV, � 1(C).
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conflict of opinion among both administrative agencies6 and fed
courts,7 the doctrine of superseniority became the basis for many
actions by returning veterans until the decision in the Fishgold case.
That case arose on the claim of a reemployed veteran that he was
entitled to compensation for nine days on which he was not permitted to
work during the first year after his return, by reason of the operation
of the "lay-off" provision of a collective bargaining contract.8 On each
of the nine days, non-veteran employees with greater seniority than the

was a

eral

The United States District Court for the
Southern District of New York awarded the veteran a money judgment
for the nine days' wages, holding that he was laid off in violation of
the Act.9 A divided Second Circuit Court of Appeals reversed the lower
court on the ground that the collective bargaining agreement justified
the employer's action.10
The Supreme Court, in a 7-1 decision,11 affirmed the Circuit Court of

veteran remained at work.

Appeals, stating

that:

we would distort the language of these provisions if we read it as grant
the veterans an increase in seniority over what he would have had if he
had never entered the armed services. We agree with the Circuit Court of
Appeals that by these provisions Congress made the restoration as nearly a

".

.

.

ing

complete substitute for the original job as was possible. No step-up or gain in
priority can be fairly implied. Congress protected the veteran against loss of
ground or demotion on his return. The provisions for restoration without loss
of seniority to his old position or to a position of like seniority mean no more."12
'Compare

TJ. S. Sel. Ser. System, Local Board Memo. 190-A with Scoville

21 War Lab. Rep. 200

Mfg. Co.

case,

(1946).

'Compare Fishgold v. Sullivan Drydock & Repair Corp., 62 F. Supp. 25 (E. D. N. Y.
1945), with Lord Mfg. Co. v. Nemenz, 65 F. Supp. 711 (W. D. Pa. 1946).
*The contract, after repeating substantially the statute's guarantee against loss of senior
ity for an employee who leaves to enter the armed forces, provides that "availability for
work will be determined according to accumulated seniority and ability.'' Fishgold v.
Sullivan Drydock & Repair Corp., 66 Sup. Ct. 1105, 1106, n. 2 (1946).
"62 F. Supp. 25 (E. D. N. Y. 1945). Section 8(c) of the Act, on which the court relied,
provides: "Any person who is restored to a position in accordance with the provisions of
paragraph (A) or (B) of subsection (b) shall be considered as having been on furlough
or leave of absence during his period of active military service, shall be so restored with
out loss of seniority, shall be entitled to participate in insurance or other benefits offered
by the employer pursuant to established rules and practices relating to employees on fur
lough or leave of absence in effect with the employer at the time such person was ordered
into such service, and shall not be discharged from such position without cause within
one

year after such restoration."

Ml"54 F. (2d) 785 (C. C. A. 2d, 1946).
"Mr. Justice Black dissented, but on grounds unrelated
the issue of

superseniority.
u66 Sup. Ct. 1105, 1111 (1946).

to the merits of the

case

or

to
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upon which the decision

seems
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to turn

lies in

"discharge" and "lay-off", since
the statute prohibits only a "discharge" without cause during the first
year of reemployment. Mr. Justice Douglas stated for the Court that
what Congress undertook to do in the Selective Training and Service
Act was "to give the veteran protection within the framework of the
seniority system plus a guarantee against demotion or termination of
the employment relationship without cause for a year."13 Thus, "dis
charge" as used in the Act is defined as "demotion or termination of
the employment relationship" and does not include a "lay-off". In this
connection, the Court says:
the Court's differentiation of the terms

"Discharge normally means termination of the employment relationship or
loss of a position. In common parlance and in industrial parlance a person
who has been laid off by operation of a seniority system and put on a waiting
list for reassignment would hardly be considered as having been 'discharged'.
If [Congress] had desired to enact that, so long as there was work, no
restored veteran, regardless of seniority, could be temporarily laid off during
...

the year following his restoration, when the slackening of work required a re
duction in forces, we are bound to believe that it would have used a word of
the kind which it had itself

recognized

as

being descriptive of

that situation."14

Fishgold's nine days of unemployment resulted from a "lay-off"
a "discharge", according to the Supreme Court's opinion, the
balance of that opinion dealing with the superseniority of a veteran as
against a non-veteran appears to be pure dicta, for if the veteran was
not discharged within the meaning of that term as used in Section 8(c),
Since

rather than

then it is immaterial whether

during

the

greater

or

or

not non-veterans

and whether

remained at work
had

not such non-veterans

nine-day period
seniority than the veteran. If the statute prohibits only
a discharge, and a lay-off is not a discharge, the veteran seems to have
no ground on which to base his claim for compensation.
Apparently, a similar conclusion has been reached by the Attorney
General, for in an opinion granting superseniority to veterans reemployed
or

less

in the Federal Government he states:
"It has been suggested that under the recent decision of the Supreme Court
case of Fishgold v. Sullivan Drydock & Repair
Corporation, 66 Sup. Ct.
1105 (1946), the veteran's right of security of tenure during the first year of
his return to civil life is subordinate to that of other persons with longer periods
in the

of

"Id.

employment. I believe that that case stands for no such proposition
Fishgold opinion stands for the proposition that a temporary suspension of
.

the

at 1113.

uId. at 1112.

.

.
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a privately operated plant which does not affect the employer-employee
relationship is not a 'discharge,' and therefore does not violate the prohibition
of Section 8 against discharge without cause within a year after a veteran's
reemployment. Accordingly, the result I have reached here is consistent with
the decision of the Supreme Court in the Fishgold case."15

work in

interpretation of the Fishgold case, the
General
takes
Attorney
cognizance of the distinctions between the lay-off
of
the
collective
provisions
bargaining agreement in that case and the
reduction-in-force regulations of the Civil Service Commission, which
are applicable in the case of veterans returning to employment in the
In addition to this limited

Government.16 Under those regulations, he points out,

"separation" or
over thirty days" constitutes a discharge.17
"furlough
The significance of the opinion, so far as non-governmental employ
ment is concerned, was stressed by an official at the Washington office
of the Selective Service System, who noted that "it serves to point out
that the Fishgold decision decided the superseniority question only in
those establishments where union contracts establish seniority systems.
In establishments without union contracts specifically establishing a
seniority principle, the superseniority principle still stands, since it is
taken for granted that in these establishments there would be no such
thing as a preferential rehiring list and no distinction drawn between a
a lay-off and a discharge."18
for

Seniority
In

by

Contract

the extent to which the doctrine of

determining
superseniority sur
vives, therefore, the existence of a collective bargaining agreement which
details the rules of seniority is the point of departure. If there is such
an agreement which authorizes employees to be laid off on the basis
of seniority, a veteran laid off during the first year after his reemploy
ment would have no rights to recover compensation for the period not
worked, even though non-veterans with greater seniority were retained
on the job.19
Presumably, the veteran's reemployment rights are no
greater than his rights against discharge in such case i.e., if at the time
of his application for reemployment there is in effect a lay-off which
would include a person in the seniority position of the veteran, he would
�

"40 Ops. Att'y Gen. No. 115 (Sept. 20, 1946) 5, 7.
"Id. at 7.
"5 C. F. R. � 12.302 (a) (1945 Supp.).

"Reported in Daily Rep. on Lab. Man. Rel., No. 190, A-12, Sept. 25, 1946.
"Fishgold v. Sullivan Drydock & Repair Corp., 66 Sup. Ct. 1105 (1946).
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right to be placed on the preferential rehiring list in the place
dictated by his seniority and to be put to work in his proper order of
seniority, but would not have the right to commence active physical
work while non-veterans with greater seniority were laid off. By reading
into the phrase "shall be restored to such position" the attributes of
seniority, status, and pay,20 the Supreme Court has modified what
appeared to be the clear mandate of the Act that the veteran was to
be restored to the position he left so long as that position existed at
the time of his application for reemployment.
There is less certainty as to the effect of a seniority contract on a
veteran's application for reemployment, or his protection against dis
charge for the statutory period, when a cut-back in the employer's work
requires the discharge of a number of employees and the discharges are
required by the union contract to be made on the basis of seniority. For
example, if an employer's wartime Government contracts are terminated
and a substantial and permanent reduction in his work force is required,
must he retain a veteran in his employ while discharging non-veterans
with greater seniority? Similarly, when a veteran applies for reemploy
ment after the employer has reduced his force, and all the employees
remaining at work have greater seniority than the veteran, must one
of the non-veterans be discharged in order to permit the veteran to
resume his pre-war position?
There appear to have been no decisions answering these questions,
although the answer may be contained in the dictum of the Fishgold
decision and the lower court decisions21 which anticipated that doctrine.
If the Fishgold case had arisen on a permanent termination of the em
ployment relationship, one clearly within the definition of "discharge"
in Section 8(c) of the Act, it appears likely that the Court would have
ruled the same way, permitting the discharge of the veteran and the
continued employment of non-veterans with greater seniority. In inter
preting the clause prohibiting "discharge without cause" during the first
have the

xId. at 1113: "Congress recognized in the Act the existence of seniority systems and
seniority rights. It sought to preserve the veteran's rights under those systems and to
protect him against loss under them by reason of his absence. There is indeed no sugges
tion that Congress sought to sweep aside the seniority system. What it undertook to do
was to give the veteran protection within the framework of the seniority system plus a
guarantee against demotion or termination of the employment relationship without cause
for a year."
aLord Mfg. Co. v. Nemenz, 65 F. Supp. 711 (W. D. Pa. 1946); Olin Industries v.
Barnett, 64 F. Supp. 722 (S. D. 111. 1946) ; Droste v. Nash-Kelvinator Corp., 64 F. Supp.
716 (S. D. Mich. 1946).

255

Notes

1947]

year, the Supreme Court has apparently approved as one of the proper
causes for discharge the operation of a seniority contract. In the words
of the Court, "the guarantee against discharge does not on its face

preference to the veteran over and above that
which was accorded by the seniority of 'such position'."22
A like result seems necessary where the employer has permanently
reduced his labor force on the basis of seniority by the time the veteran
applies for reinstatement, and all the persons remaining at work have
greater seniority than the veteran. Whether the employer must first
reemploy the veteran and immediately discharge him for cause,23 the
cause being the operation of the seniority contract, or whether he can
suggest the grant of

a

refuse to reinstate the veteran because his "circumstances have so
as to make it impossible or unreasonable to do so"24 has
yet to be determined. Although the argument may appear to be a split

changed
ting

of

hairs,

there

resolution of the

a

and similar
the terms of

are

certain

problem

rights which
a

collective

rights

e.g.,

�

may

which may be vitally affected by
pay, terminal vacation pay,

severance

accrue

at

the time of

bargaining agreement.
arise, for an arbitrator

such cases, if they ever
day on which the veteran would have been

the

discharge

under

It may be necessary in
or a

court to

discharged

on

determine
the basis

seniority if he had remained with the company in order to fix the
day on which his relationship with his employer was terminated.25 But
whatever the method by which the discharge is effected, the Fishgold
decision apparently establishes that a veteran in these circumstances
is not entitled to reinstatement, even though his old position may exist,
so long as the non-veterans remaining on the job have greater seniority.
The seeming inviolability of seniority contracts, however, has been
tempered by the decisions of federal district courts in two recent cases
holding that a veteran is entitled to his rights under the Selective Train
ing and Service Act even though the granting of such rights compels
an employer to breach a union contract.
In Gauweiler v. Elastic Stop
Nut Corp.,26 the court ruled that, notwithstanding a contract which
of

^66 Sup. Ct. 1105, 1112 (1946).
mS4 Stat. 885, 50 TJ. S. C. App. � 308 (c) (1940).
2454 Stat. 885, 50 U. S. C. App. � 308 (b) (1940).

*Cf. Hewitt v. Chicago South Shore R.R., 18 L. R. R. M. 2262 (N. D. Ind. 1946)
(requiring employer to promote veteran as of date when he was serving in Army, on
finding that there was a "high probability" that such promotion would have taken place
if the employee had remained at his job during the war).
M18 L. R. R. M. 2141 (D. C. N. J. 1946).

The Georgetown Law

256

Journal

[Vol.

35: p. 250

provided "preferred seniority" to certain union officials, a reemployed
veteran could not be discharged while union officials with less service
The district court cited with approval an earlier
were kept at work.
Sixth Circuit Court of Appeals decision which stated that "collective
bargaining agreements entered into pursuant to the terms of the Wagner
Act must recognize the statutory right of the veteran to the seniority
granted him by the Selective Service and Training Statute, and any
such agreement which deprives him of this right is invalid to that
extent."27 A seniority contract thus constitutes good cause for discharge
of a veteran during the first year only when it conforms to a strict
definition of seniority on a length-of-service basis.
A similar result has been reached with respect to a veteran's reemploy
ment rights by the United States District Court for Eastern New York
in Feore v. North Shore Bus Co., a case involving the impact on Section

8(b)

of

a

contract between

The contract

provided

for

bus company and a bus drivers' union.28
regular redistribution of "runs", the drivers
a

with the greatest seniority having first choice of the more desirable
"runs". However, in order to prevent a complete reshuffling of the as
signed runs every time there was a change in seniority status, as when

employee died or resigned, or a
provided that there would be

an

tract

of

runs

in any year, with

an

veteran returned to

work,

the

con

maximum of four redistributions
"extra list" being maintained for those men
a

The

case arose when a veteran with a
high
reemployment and demanded the run to
which he was entitled on the basis of seniority. The company offered
to place him at the top of the "extra list", which would have provided
him with a comparable income until the next redistribution was sched
uled, at which time he would have his choice of runs as the union con
tract specified.
Citing the Fishgold decision to the effect that "no practice of em
ployers or agreements between employers and union can cut down the
service adjustment benefits which Congress has secured the veteran
under the Act",29 the district court ruled that "it is not an 'unreason
able' situation under the statute where an employer is under a union
contract, and is compelled by a returning veteran to breach it."30 Re
ferring to the adverse effect the veteran's demand will have upon co-

regularly assigned.
seniority status applied

not

"Trailmobile Co.

v.

Whirls,

for

154 F.

(2d) 866 (C. C. A. 6th, 1946).

M19 L. R. R. M. 2036 (E. D. N. Y. 1946).
"�66 Sup. Ct. 1105, 1111 (1946).
x19 L. R. R. M. 2036, 2039 (E. D. N. Y. 1946).
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own union and on other veterans junior to him, as well
employer, the court states: "But if hardship in operation
reason for depriving the veteran of seniority in its widest
sense, then it is only a question of time before the statute

members of his
as

upon the

is to be

a

and fullest
becomes

a

dead letter."31

The Gauweiler and Feore decisions thus stand for the

that

a

seniority

contract which establishes

basis other than

a

"seniority

a

strict determination

in its widest and fullest sense" and that

contract may be necessary to

teed him

proposition
priority for employment on
of length of service is not

by

the Selective

a

breach of such

the veteran with the

provide
Training and

rights guaran
Service Act. The collective bar

gaining agreement in such circumstances is neither proper cause for
discharge under Section 8(c) of the Act nor a change of circumstances
excusing failure to reemploy under Section 8(b).
Since collective bargaining agreements are far from static, it has
happened that an employee working under one contract at the time of
his induction into the armed forces returns to find a substantially dif
ferent contract in effect at the plant at the time of his application for
reemployment. Since the seniority provisions of the contract are of
the utmost importance in determining the extent of his right to re
employment, it becomes of major importance to determine which contract
is applicable. Although there appear to have been no judicial opinions
on the problem, an order of the District Court for the District of New
Jersey may provide the answer. That order held that the veteran was
bound by the provisions of the contract in effect at the plant at the time
of his induction, but that the employer might introduce in evidence the
contract existing at the time of the veteran's return as bearing on the
question of a change in circumstances that might justify his refusal
to

reinstate the veteran.32
In

Lyons Transportation Co.,33 on the other hand, a
reemployment by reason of the operation of a senior
in
contract
effect
at the time of his return, although there had been
ity
no union contract of any kind at the time of his induction. The peculiar
circumstances of the case, however, will make it a weak precedent.
Thompson was employed by the company after Bowers, his predecessor
in the position, was inducted into the armed forces in 1942. Thompson,
in turn, was inducted in 1944, at which time no union contract had been
Thompson

veteran

was

v.

denied

at 2038.

^Orban

v.

Reynolds

Metal

Co.,

18 L. R. R. M. 2446

""IS L. R. R. M. 2438 (W. D. N. Y. 1946).

(D. C. N. J. 1946).
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serving in the armed forces, a contract was
entered into establishing a seniority system, with seniority to be reckoned
from August 1, 1944. Bowers returned to his old position in March
1945, to be followed about one year later by Thompson. Since admit
tedly there was only one position to be filled, the court had to determine
which veteran was entitled to reinstatement. Ruling that Bowers ac
quired seniority under the new contract from March 1945 and that
Thompson acquired no seniority rights during his period of service, the
trial judge held that Bowers was entitled to the position and that the
employer could refuse to reinstate Thompson.
The basis of the court's decision was the statement in the Fishgold
opinion that a returning veteran "does not step back on the seniority
escalator at the point he stepped off. He steps back on at the precise
point he would have occupied had he kept his position continuously
during the war."34 Construing the Supreme Court decision, the district
court stated: "When the petitioner was inducted
he did not step
off any 'seniority escalator' for this did not begin to operate until the
effective date of [the contract], which was August 1, 1944. During his
he was not riding on any 'seniority escalator'
period of employment
for none then existed."35 However, the court ignores that portion of the
Supreme Court opinion which states that the veteran "steps back on
at the precise point he would have occupied had he kept his position
continuously during the war."36 If, as the Act requires, the veteran is
considered as being on leave of absence or furlough during his service,37
then certainly he accumulates seniority during such period. Under the
Act as interpreted in the Fishgold case, therefore, both Bowers and
Thompson would have accumulated seniority from August 1, 1944, and
would therefore have equal seniority. Although the same result would
have been reached in the Thompson case if the court had thus construed
the effect of the seniority contract,38 the case presents the problem as to
the rights of Thompson if Bowers had not been a veteran. Since seniorsigned.

While both

were

...

...

M66 Sup. Ct. 1105, 1111 (1946).
^la L. R. R. M. 2438, 2440 (W. D. N. Y. 1946).
M66 Sup. Ct. 1105, 1111 (1946).

"54 Stat. 885, 50 U. S. C. App. � 308 (c) (1940): "Any person who is restored to a
position in accordance with the provisions of paragraph (A) or (B) of subsection (b)
shall be considered as having been on furlough or leave of absence during his period of
."
[active military service].
'"'Since Bowers had priority both as to his original employment and as to the date of
his return to the company, Thompson's subsequent return could not have been made the
basis for Bowers' discharge.
.

.

259

Notes

1947]

as con
proper interpretation of the statutory requirement
it
would
be
strued by the Supreme Court,
appears likely that
equal,
under the liberal
for
the
position,
Thompson would then be entitled to
Court
construction of the statute which the Supreme
requires,39 the

ity,

under

a

situation would be resolved in favor of the
veteran. The court might also, in such a case, follow the reasoning in
the Orban case40 and rule that the veteran is not bound by the terms

doubt created

of

by

such

a

contract which did not exist at the time of his induction.

a

were

not

a

veteran, therefore, Thompson would undoubtedly be

titled to reinstatement under this line of reasoning.
The conclusions as to the effect of a seniority contract

rights

reemployment

to

marized

as

If Bowers

and

on a

against discharge, therefore,

can

en

veteran's
be sum

follows:

(1) Seniority contract on length-of -service basis:
(a) Lay-off is proper.
(b) Discharge is probably proper.
(2) Seniority other than length-of-service may not be made the
a lay-off, a discharge, or a refusal to reemploy.
(3) Seniority contract at time of induction binds the veteran,
contract in effect at the time of

Seniority

reemployment
by

may not be

basis for either
but

a

different

binding.

Custom

In several cases, the courts have

recognized the binding effect of an
into an established policy. In
developed
employer's
such cases, the custom has been given the same effect as a collective
bargaining agreement spelling out seniority rights of the employees.
It has been held, for example, that a veteran is entitled on reemploy
ment to a promotion which would have been his under the established
custom of the employer if he had not left the position to enter the armed
forces; that when, by custom, the "fruits of seniority ripen" in the
veteran's absence, he is entitled thereto on his return;41 that a returning
salesman is entitled to be assigned to the territory which, by custom,
would have been his had he remained;42 and that where there is a "high
probability" that a veteran would have received a promotion by opera
custom which has

te Sup. Ct. 1105, 1111
of the Act

as

parts of

(1946): "Our problem is to construe the separate provisions
organized whole and give each as liberal a construction for
as a harmonious interplay of the separate provisions permits."

an

the benefit of the veteran

"See note 32 supra.

"Freeman
"Whitver

v.
v.

Gateway Baking Co.,

18 L. R. R. M. 2416

(W. D. Ark. 1946).

Aalfs-Baker Mfg. Co., 18 L. R. R. M. 2235 (N. D. Iowa 1946).
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is entitled to that promo

his return.43

on

Custom, therefore,

seems

equivalent of a seniority contract
rights of veterans under Section 8 is

to be the

determination of the
court would have to be convinced of the estab
lished nature of the custom before it would permit a diminution of a
veteran's rights by its operation.44 The conclusions reached with respect
as

far

as

a

concerned; although the

to

seniority

contracts are

therefore

applicable

to cases

involving estab

lished customs, as long as the custom is proved by incontrovertible
evidence. The sole distinction may be that a custom adopted during
the period of the veteran's absence would never be binding on a veteran
if it

operated

to his

disadvantage.

Absence

of

Contract

or

Custom

In the absence of seniority contract or custom, as suggested by an
official of the Selective Service System,45 the rights of returning veterans
seem to be paramount, notwithstanding greater length of service of non-

employed by the company. Although "superseniority" is not
the proper term to use in such cases, since there is no seniority which
it can supersede, the rights acquired by a veteran in the absence of
such contract or custom are exactly those sought by the proponents of
the doctrine of superseniority.
It is established that the seniority right of an employee "... is not
inherent. It must stem either from a statute or a lawful administrative

veterans

regulation made pursuant thereto, or from a contract between employer
and employee, or from a collective bargaining agreement between em
ployees and their employer. In the absence of statute, mere employment
independent of the contractual conferring of special benefits upon those
who have longest service records with the individual employer, creates
no rights of seniority in retention in service or in reemployment."46
In applying for reemployment where no seniority contract exists,
therefore, a veteran is supported by the clear mandate of Section 8(b)
of the Act that he shall be reemployed in the position he left or in a
similar position. Since mere length of service creates no rights, nonveterans with greater service than the returning veteran cannot claim a
v. Chicago South Shore R.R., 18 L. R. R. M. 2262 (N. D. Ind. 1946).
"It is significant that all of the cases which have recognized the effect of custom have
been decided in favor of the veteran.

laHewitt

"See note 18 supra.
"Elder v. New York Cent. Ry., 152 F. (2d) 361, 364 (C. C. A. 6th, 1945).
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superior right to the position if the veteran's reinstatement requires the
discharge of such non-veteran. The only acceptable excuse for refusal
to reemploy the veteran as directed by statute is that included in Sec
tion 8(b) relating to a change in the employer's circumstances.
This conclusion seems even clearer with respect to the prohibition
against discharge within one year after the veteran's return. If the
employer reduces his labor force and a choice must be made between
the retention of a veteran or a non-veteran, the Act requires that in
every case the veteran must be retained, as long as his job still exists.
The employer could not choose the non-veteran on the ground of greater
length of service, since the period of employment creates no rights in
the absence of a contractual provision on seniority;47 he could not choose
the non-veteran on the grounds that he is more efficient, or more person
able, or more desirable in any other regard,48 for to allow such a practice
would destroy the effectiveness of the statutory prohibition.
The problem of a temporary lay-off in the absence of a contractual
requirement for preferential rehiring lists and strict observance of
seniority priorities is less readily determined. The first question that
arises is whether there can be a lay-off in the absence of a contract.
Although a lay-off can in fact be distinguished from a discharge after
the employee has been reinstated to his position, in the absence of any
contractual guarantee that the employee would be reinstated and that
he would be reinstated in proper sequence, any court faced with this
problem would be loathe to rule that a termination of the employeremployee relationship was temporary and that a veteran laid off in
such circumstances was not "discharged without cause" under Section
8(c) of the Act. Since the Supreme Court has stated that a demotion
is also a discharge within the meaning of that term as used in Section
8(c),49 any "temporary" demotion of a returned veteran would probably
be termed a discharge contrary to the command of the statute.
In the large number of small ships in which no seniority contract
"Ibid.

"Cf. Kay

v.

General Cable Corp., 144 F. (2d) 653, 656 (C. C. A.

3d, 1944): "The

Act

intends that the employee should be restored to his position even though he has been
temporarily replaced by a substitute who has been able, either by greater efficiency or a
more acceptable personality, to make it desirable for the employer to make the change
a

permanent one."
4'66 Sup. Ct. 1105, 1113 (1946): "What [Congress] undertook to do

was to give the
protection within the framework of the seniority system plus a guarantee against
demotion or termination of the employment relationship without cause for a year."

veteran

262

The Georgetown Law

[Vol.

Journal

35: p. 250

exists, therefore, and in the absence of a rigidly applied and established
fixing seniority rights, the doctrine of superseniority still grants
to veterans the right to displace non-veterans, and to be retained in
employment when non-veterans are discharged, with only two excep
tions: a discharge for cause, and a substantial change in the employer's
custom

circumstances.
WILLIAM

J. BARNHARD

THE ALIEN PROPERTY CUSTODIAN AND CONCLUSIVE

DETERMINATIONS OF SURVIVORSHIP
OCTOBER 6, 1917, six months
(XN States
into the first world

after the entry of the United

war, Congress enacted legislation "To
regulate, and punish trading with the enemy, and for other pur
This law, known as the Trading with the Enemy Act,1 as

define,
poses."
amended, has governed the seizure of enemy property by the United
States Government during two great wars, and the treatment of that
property during the twenty-year period which intervened.
By authority of the Trading with the Enemy Act, as amended by the
First War Powers Act, 1941, 2 the President is given broad wartime or
emergency powers with respect to the property of foreign countries or
nationals thereof. Section 5 (b) provides that
".
any property
vest, when, as, and
.

.

or

interest of any

upon the

foreign country or national thereof shall
terms, directed by the President in such agency

person as may be designated from time to time by the President, and upon
such terms and conditions as the President may prescribe such interest or
property shall be held, used, administered, liquidated, sold, or otherwise dealt
with in the interest of and for the benefit of the United States, and such
or

designated agency or person may perform any and all
."3
accomplishment or furtherance of these purposes.
.

acts

incident to the

.

By Executive Order No. 9095 of March 11, 1942,4 as amended by
Executive Order No. 9193 of July 6, 1942,5 the President delegated much
of this power to the Alien Property Custodian. In practice, the power
so delegated to the Alien Property Custodian is exercised through the
MO Stat. 411 (1917), SO U. S. C. App. �� 1-31 (1940).
255 Stat. 839 (1941), SO U. S. C. App. � S (Supp. 1946).
"Ibid.
47 Fed. Reg. 1971.
sId. at 5205.
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issuance of

a

vesting order, the effect of which
right, title or interest held by

Custodian the entire
country or national.

is to transfer to the
the

designated

enemy

vesting power granted to the President by the First War Powers
Act, 1941, constitutes a decided departure from the powers exercised
over enemy property during World War I under the authority of the
Trading with the Enemy Act as originally enacted and as amended
during the period of the first world war.6 The Alien Property Custodian
of World War I derived his authority from Section 7 (c) of the Act,7
8
and his powers were delegated to him under Section 6. He was author
ized to seize the property of enemies or allies of enemies, and he effected
seizure through a demand made upon the person in possession of the
property to be seized.
A considerable body of case law developed around the practices of
the Alien Property Custodian during the period prior to the enactment
of the First War Powers Act on December 18, 1941. It was early held
that the Trading with the Enemy Act contemplated immediate seizure
and possession by the Alien Property Custodian of property demanded
under the terms of the Act.9 The constitutionality of this summary
seizure was based on the war power granted to Congress by Article I,
Section 8, of the United States Constitution.10 Immunity of the Act
The

from attack under the due process clause of the Fifth Amendment was
attained through provision under Section 9 for the return of property
taken

by mistake.11

"Carlston, Foreign

Funds Control and the Alien Property Custodian (194S) 31
of the Alien Property Custodian

L. Q. 1, 10-12; Stone, The Powers and Duties
23 Title News' No. 2, p. 1.

740 Stat. 418 (1917), SO U. S. C. App. � 7 (1940),
� 7 (1940).
"Id. at 41S, SO U. S. C. App. � 6 (1940).

as

amended

by

40 Stat. 1020

Corn.

(1943)
(1918),

50 U. S. C. App.

"Commercial Trust Co. of N. J.

v. Miller, 262 U. S. Si
(1923); Stoehr v. Wallace,
(1921) ; Central Union Trust Co. of N. Y. v. Garvan, 2S4 U. S. SS4 (1921) ;
Garvan v. $20,000 Bonds, 26S Fed. 477 (C. C. A. 2d, 1920). "The act intends the imme
diate reduction to possession of all property which the Custodian shall decide to be enemy
property; all questions arising from his mistakes, or even from his oppressive or arbitrary
action, are relegated to suits under section 9." Kahn v. Garvan, 263 Fed. 909, 916 (S. D.

2SS U. S. 239

N. Y. 1920).

10Great Northern Ry.

v. Sutherland, 273
U. S. 182 (1927); Stoehr v. Wallace, 2SS
(1921).
u40 Stat. 419 (1917), as amended, SO U. S. C. App. � 9 (1940) ; Great Northern Ry. v.
Sutherland, 273 U. S. 182 (1927). "That Congress in time of war may authorize and
provide for the seizure and sequestration through executive channels of property believed

U. S. 239
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Ownership

Seizure by the Alien Property Custodian was based upon a determina
tion that property was owing to an enemy or an ally of enemy, or that
an enemy held the legal or equitable title thereto.12 This determination
of the Custodian was repeatedly held to be conclusive.13 Judge Cardozo,

Lautenburg, preferred to say: "The determination, though
conclusive, has prima facie a validity that suffices to sustain a
transfer of possession. If it is challenged as erroneous, there may be

in Miller

v.

not

contest and

restitution."14 It

was

the conclusion

could

stated in In
the

re

Garvan1* that

no

court

faith of the Alien

question
good
Property
Custodian, but that courts could inquire only into the identity of the
property, the identity of the persons, and the actual making of the de
mand by the Alien Property Custodian. The court concluded that it
could not pass on the correctness of the decision reached by the Custo
dian as a basis for his demand unless the proceeding appeared on its face
to be outside the authority granted by Congress or by the Constitution.
In delegating his authority to the Alien Property Custodian of World
War II, the President said:
to be

enemy-owned,

debatable."
final

Stoehr

or

if adequate provision be made for a return in case of mistake, is not
Wallace, 255 U. S. 239, 245 (1921). "And it is true that it is not

v.

against the claimant's rights.

Upon surrender the claimant

may

at

once

file

a

claim under � 9, if he satisfies the representative of the President may obtain a return,
and, if he does not obtain it in sixty days after filing his application, or forthwith if he

given the required notice but filed no application tp the President, may bring a suit
rights in the District Court, in which case the property is to be retained
by the Custodian until final decree. These provisions explain the initial words of � 7 (c) as
saving the ultimate rights of the claimant while the determination of the President still
may be given effect to carry out an immediate seizure for the security of the Government
until the final decision upon the right. The reservation implies that mistakes may be made
and assumes that the transfer will take place whether right or wrong." Central Union Trust
Co. of N. Y. v. Garvan, 254 U. S. 554, 567-568 (1921).
has

to establish his

"See note 8 supra.
""Commercial Trust Co. of N. J. v. Miller, 262 U. S. 51 (1923) ; Stoehr v. Wallace, 255
U. S. 239 (1921); Central Union Trust Co. of N. Y. v. Garvan, 254 U. S. 554 (1921);
Garvan v. $20,000 Bonds, 265 Fed. 477 (C. C. A. 2d, 1920) ; In re Sutherland, 21 F. (2d)

(W. D. N. Y. 1927) ; Hicks v. Baltimore & O. Ry., 10 F. (2d) 606 (D. Md. 1926) ;
715 (S. D. N. Y. 1921) ; American Exchange Nat. Bank v.
v. Rouse, 276 Fed.
Garvan, 273 Fed. 43 (C. C. A. 2d, 1921), aff'd per curiam, 260 U. S. 706 (1922); In re
Garvan, 270 Fed. 1002 (E. D. N. Y. 1921). Contra: Raque v. City of Speyer, Germany,
97 N. J. Eq. 447, 129 Atl. 207 (Ch. 1925).
"239 N. Y. 132, 136, 145 N. E. 907, 908 (1924). Quoted with approval, In re Sielcken's
Estate, 167 Misc. 327, 3 N. Y. S. (2d) 793 (Surr. Ct. 1938).
"270 Fed. 1002 (E. D. N. Y. 1921).
667
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"For the purpose of this Executive Order any determination by the Alien
Property Custodian that any property or interest of any foreign country or
national thereof is the property or interest of a designated enemy country or
national thereof shall be final and conclusive as to the power of the Alien

Property Custodian to exercise any
me by section 5 (b) of the Trading

of the power or authority conferred upon
with the enemy Act, as amended."16

The determination of the Custodian with respect to the ownership of
property certainly lost nothing in conclusiveness through such a grant
of

power.17
The Problem

Among the

granted

powers

of

Survivorship

to the Alien

Property Custodian by the
9095, as amended, is the

President in Section 2 of Executive Order No.

following:
"The Alien Property Custodian is authorized and empowered to take such
action as he deems necessary in the national interest, including, but not limited
control or vest, with respect to:
to, the power to
.

.

.

*

*

*

"(f) any property of any nature whatsoever which is in the process of adminis
tration by any person acting under judicial supervision
and which is pay
able or deliverable to, or claimed by, a designated enemy country or national
thereof."18
.

.

.

in the exercise of this power, the Alien Property Custodian
property in the process of administration, there arises a question

Whenever,
vests

of

survivorship

as

a

determinant of the existence of

a

right, title

or

interest which the Alien

Property Custodian may vest. If the legatee
whose interest the Custodian vests is an enemy national resident in an
enemy country, the problem of determining survivorship is often ex
tremely difficult, and not infrequently insoluble. If the Custodian were
to be

required to bear the burden of proof of survivorship as a condition
right to the possession of property in process of administration,
efficiency as a guardian of the national interest in time of war would

of his
his

mExec Order No. 909S, March 11, 1942, as amended by Exec. Order No. 9193, July 6,
1942, 7 Fed. Reg. S20S, SO U. S. C. App. � 6 note (Supp. 1946).
"The Aussa, 52 F. Supp. 927 (D. N. J. 1943) ; "This Court holds that it was for the
Alien Property Custodian to determine whether the interests of the United States would
be effectively served by the vesting of the Company's property, and that the validity of
that determination, or the validity of any other basis of the Vesting Order, is not for this
Court to review." Stern v. Newton, 180 Misc. 241, 246, 39 N. Y. S. (2d) 593, 598 (Sup.
Ct. 1943).

"See note 16 supra.

266

The Georgetown Law

[Vol.

Journal

35: p. 250

be seriously impaired. Judge Learned Hand, in Kahn v. Garvan, stated
the Congressional purpose in the enactment of the Trading with the

Enemy Act
".

.

.

to

quantities

to have been:

accomplish

a

swift, certain,

interest.
that custom had made sacred.

.

.

possession of vast
complication of ownership and
only at the sacrifice of much

and final reduction to

of property involved in incredible
That purpose could be accomplished

."19

surprising, then, in view of the broad interpretation the courts
placed on the powers granted to the President and his appointee
under the Trading with the Enemy Act, to find a growing body of law
holding determinations of survivorship by the Alien Property Custodian
It is not

have

to be conclusive.

The Conclusive Determination
In the

early

case

executed

Germany
own life,

his

of Kahn
a

v.

Garvan,20

an

deed of trust for his

then for the

use

of

Survivorship

American citizen

own use

living in
during

and benefit

and benefit of his wife if she should survive

him. After the death of the survivor of the two, the residue of the trust
fund was to be divided among four children. The Alien Property Cus
todian made

a

demand

on

the trustee for the

right, title

and interest of

each of three of the children whom he had determined to be enemies.

The trustee refused to make distribution of the estate on the ground,
inter alia, that the Alien Property Custodian had not offered legal proof
of the death of the life tenant. Though the Custodian included in his
demand no statement of a determination that the life tenant had died,
it was apparent from the fact of his demand for distribution that he
had made such a determination. Judge Learned Hand, in holding the
determinations made by the Custodian as a basis for the capture to be
conclusive, in effect held the determination of survivorship to be con

clusive,

as

that determination

was

of

necessity included

among the

former.
A

recent instance of

finding

of

survivorship of enemy nationals,
vesting
by the Alien Property Cus
expressed
todian but nevertheless inherent therein, may be found in Estate of
Louise K. Engelmohr21 decided in 1945. Bequests were made to German
enemy nationals, provided the legatees should be alive at the time pay
not

more

in the

a

order issued

ees Fed. 909, 917 (S. D. N. Y. 1920).
"263 Fed. 909 (S. D. N. Y. 1920)..

^Unpublished opinion, Orphans' Ct., Montgomery County, Pa.,

No. 49,111 of 1945.
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personally. The executrix was
personal payment could be effected.
In the event that any or all of the legatees should not be alive at the
time payment was permitted to be made to them, the testatrix directed
that the shares of those deceased should become a part of the residuary
estate. The Alien Property Custodian vested the interests of the legatees
resident in Germany. The question for the court was whether those
shares should be awarded to the Custodian under his vesting order, or
whether they should be awarded to the accountant to hold, under the
terms of the will, until such time as payment might be permitted to be
made to the legatees. The court concluded that the interests of the
enemy nationals were vested, subject to the possibility of being divested.
The vesting order operated to effect a complete transfer of the interests
to the Alien Property Custodian, therefore the court awarded the shares
in dispute to that official. The court, by this decision, necessarily ac
cepted the Custodian's tacit determination of survivorship as conclusive.
A decision of similar effect was rendered by the Surrogate's Court of
New York County in In re Dieudonne's Estate.22 An alien enemy, resi
dent in Germany, beneficiary for life of a trust held by trustees located
in the United States, directed the payment of the trust income to her
daughter, a citizen and resident of the United States. The Alien Prop
erty Custodian vested all right, title, interest and claim of the enemy
beneficiary and three secondary life beneficiaries, also resident in Ger

ment

was

permitted

to be made to them

directed to hold the funds until such

many. He

awarded the accrued income in the hands of the trustees
the instructions of the enemy beneficiary were revo
that
theory
cable at any time before payment to the daughter. The daughter of the

on

was

the

beneficiary contended, however, that the trustees should have been
directed to retain the accrued income until the Alien Property Custodian
could present proof of the continued existence of the alien beneficiaries.
The court overruled this contention:
"The very lack of evidence of the death of the aliens defeats the claim of
this respondent since, in the absence of proof of death, it must be presumed
that such persons are living
Insofar as the interests of any aliens are in
volved herein, the order of the Alien Property Custodian would be effectual
even if the death of such aliens had occurred prior to the date of the
vesting
.

.

.

Miller v. Schutte23.
If the deaths of those parties will be hereafter
shown to have occurred before the time of the actual payment over to the
Alien Property Custodian, any person, not an alien enemy, entitled by succession
order.

.

.

to the money under the terms of the

will,

may enforce his

or

her demand under

w53 N. Y. S. (2d) 56 (Surr. Ct. 1945).
M287 Fed. 604 (App. D. C, 1923), appeal dismissed, 263 TJ. S. 730 (1923).
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by claim

or

by

The conclusive character of the Custodian's determination is well
illustrated in Miller v. Schutte, cited by the court in the Dieudonne case.
The Custodian there demanded an interest of an enemy national who
was dead at the time of the demand.
Claimants of the interest were
to
their
under
9 of the Act.
Section
relegated
remedy
In Estate of Leopold Rohrer25 the court admitted error in its previous

finding that twelve German resident

heirs survived the testator, and
concluded from the evidence in a later hearing that there were but ten
heirs to whose shares the Alien Property Custodian was properly entitled.
Even in the face of this error, however, the finding of the Custodian that

twelve heirs had survived

was

upheld

as

conclusive. The court said:

"The

only course open to this court, however, is to indicate its conclusion on
evidence, and leave for disposition by the Alien Property Custodian the
question of distribution to and among those heirs of Leopold Rohrer living in
this country of the two shares mistakenly withheld."26
the

Estate of Maria Rosalie Weigelt27 decided on June 11, 1946, is one
of the most recent, as well as the most definitive, of the cases establish
ing the conclusiveness of determinations by the Alien Property Custo
dian with respect to survivorship. The facts, in brief, are as follows:
Maria Rosalie Weigelt died September 5, 1945, leaving a will devising
seventy-five per cent of her residuary estate to three legatees in the
and twelve and one-half per cent to each of two sistersand residents of Germany. The testatrix provided
nationals
in-law,
if
two sisters-in-law should predecease her, the other
either
of
the
that,
should receive the entire twenty -five per cent of the estate; and if both
should predecease her, their shares should be disposed of among the
other residuary legatees. Decedent authorized and directed her executor
to retain any portion or portions of the estate distributable to persons
United

States,

outside the United States
".
until such time as my Executor may deem it to be to the best interests
of such persons outside of the United States to receive such legacies, and until
such time as the laws of the United States and the regulations of the Treasury
Department and other departments may permit of easy forwarding of funds.
I further direct that if my Executor is not able to determine whether Selma
.

.

"53 N. Y. S. (2d) 56, 60 (Surr. Ct. 1945).

^Unpublished opinion, Orphans' Ct.,

Lawrence

County, Pa., February 10,

1944.

"Ibid.

"Unpublished opinion, Orphans' Ct., Philadelphia County, Pa., June 11, 1946.
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Viertel and Martha Lashtowitz, or either of them survived me within five years
from the date of my death, their legacies shall not be payable to them, but
shall be payable to the other parties in interest in my estate whose legacies do
not lapse in proportion to their respective shares."28

that the shares of the two German national
legatees be awarded back to him for further accounting, as it was not
known whether those legatees had survived the decedent. This request
The accountant

requested

opposed by the Alien Property Custodian on the basis of an order
finding Selma Viertel and Martha Lashtowitz to be nationals of a desig
nated enemy country, and vesting in the Custodian all right, title and
interest of those two legatees in the estate.29
The court held that the bequests to the designated enemy nationals
were vested interests, subject to divestment by a condition subsequent,
so that each legatee acquired an absolute interest if she were alive at

was

the moment of the decedent's death. This absolute estate was in no way
reduced by the provisions for delay in effecting payment.30 The Alien

Property Custodian
enemy national

right, title and interest of the
therefore entitled to distribution.

vested the entire

legatees31

and

was

Said the court:

"By such distribution, the accountant is released from his responsibility of
retaining the shares until distribution can be lawfully and safely made, and of
is
ascertaining whether the legatees are, in fact, alive. The vesting order
supreme, and once distribution is made to the Alien Property Custodian the
accountant is discharged of responsibility in respect of those shares."32
...

The court

recognized

the basis for

opposition by

the ultimate

residuary

"Ibid.

""Office of Alien Property Custodian Vesting Order No. 6201, April 22, 1946, 11 Fed.
Reg. 4872.

""Application
N. Y. S.

(2d)

(1926). Even contingent interests may be
Custodian, with the right to possession accruing
to him when the interest vests. In re Littman's Estate, 176 Misc. 679, 28 N. Y. S. (2d) 458
(Surr. Ct. 1941) ; In re Bendheim's Estate, 124 Misc. 424, 209 N. Y. Supp. 141 (Surr. Ct.
1924), aff'd, 214 App. Div. 716, 209 N. Y. Supp. 794 (1st Dep't 1925).
31Cummings v. Deutsche Bank und Disconto-Gesellschaft, 300 U. S. 115 (1937) ; Com
mercial Trust Co. of N. J. v. Miller, 262 U. S. 51 (1923) ; The Aussa, 52 F. Supp. 927
(D. N. J. 1943) ; The Antoinetta, 49 F. Supp. 148 (E. D. Pa. 1943) ; In re Bendit's Will,
214 App. Div. 446, 212 N. Y. Supp. 526 (1st Dep't 1925). But the Alien Property Cus
todian takes no greater interest than that of the enemy national. Miller v. Rouse, 276
1943);

Estate

of Miller, 288 Fed. 760 (C. C. A. 2d, 1923) ; In re Reiner's Estate, 44
282 (Surr. Ct. 1943) ; Thee's Estate, 49 Pa. D. & C. 362 (Orphans' Ct.
of

Isenberg,
by the

demanded and seized

28

Fed. 715 (S. D. N. Y. 1921).

mSee note 27 supra.

Hawaii

590

Alien Property
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legatees, who would have received the shares of the enemy national
legatees if it could not have been ascertained within five years that the
latter survived the decedent:
award should be made to the Alien Property Cus
two legatees survived the decedent,
thus barring the substitutionary gift made to them. No logical answer can be
made to this argument, but such a contention must nevertheless be rejected in
the interest of wartime administrative expediency. By the very nature of the
situation, it is practically impossible in most instances for anyone to determine

"They

can

claim that

no

todian until it has been determined that the

whether the foreign national whose property is vested is, or is not, alive at a
given time. To require, then, that the Alien Property Custodian must prove
whether a foreign national is alive at a particular time before his interest can
be vested would raise a barrier which the Alien Property Custodian could not
overcome and would so delay the process of seizure by him as to endanger the
national interest on behalf of which immediate seizure of enemy-owned prop

erty is required.
*

*

*

"For the purposes of administration by this Court, it must therefore be con
cluded that it has been established that the two legatees did survive the decedent,
and that their legacies vested."33 (Italics supplied.)

The

practical

considerations of wartime administrative
also

stressed in the
Estate

Weigelt case were
of Johanna Nelson,34 where

it

"All the individuals mentioned above

given weight by

was

expediency

the court in

stated:

nationals, and it seems to
full force and effect. It is not
probable that all of the individuals mentioned in the trust have passed away.
The Alien Property Custodian has no expeditious way of determining the facts
in such cases. There is no question as to his authority to make a vesting order
His powers are very broad
as he has done in this case
It would appear
to follow that such an order carries with it an implied finding that the facts
the court that the

vesting order

.

exist for the

The

same

practical
todian's

.

German

are

must be

given

.

...

making of the same."35

Weigelt case had earlier exhibited a
Estate,36
again the Alien Property Cus
was
held
survivorship
conclusive, and the court said:

court which decided the

bent in Thee's

finding

of

where

"Aside from the purely legal aspects of the case, it is my opinion that it would
be against public policy for this court to sanction a testamentary direction which
would deprive the Government of its sovereign right to seize and hold property
the title to which is vested in alien enemies."37
'"Ibid.

"�Unpublished opinion, Super. Ct.

of

Calif., County of Sacramento, August 20,

*Ibid.

M49 Pa. D. & C. 362 (Orphans' Ct. 1943).
"Id. at 366.

1943.
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Conclusion
Distribution of an estate prior to proof of survivorship of the dis
tributees would appear, in an ordinary legal setting, to constitute a
radical departure from conventional administrative procedure. That
same distribution, however, when effected in time of war and with re
the property of enemy countries or nationals, logically loses any
unconstitutionality. It would indeed be ironic if an enemy
could
take advantage of the constitutional guarantees of citizens
country
and residents of the United States to withdraw assets from this country

spect

to

taint of

for

use

in

waging

war

against

the very government which provides those
illogical to hold that the drafters of

It would likewise be

guarantees.

the Constitution gave Congress the power to wage war without the
power to provide for the effective sequestration of enemy property
located in this country. There is little doubt that Congress does have
that power. To permit a devise of property to an enemy to be placed
out of reach of the sovereign power of the Government through the in

ability of the Alien Property Custodian to prove survivorship is to
vitiate the Trading with the Enemy Act. In Hirabayashi v. United
States,38 the Supreme Court said:
"The

war

fully.'39.
stantially

.

power of the national government is 'the power to wage
It extends to every matter and activity so related to
.

war success
war

as

sub

Since the Constitution commits
of the war power in all the vicissi
tudes and conditions of warfare, it has necessarily given them wide scope for
the exercise of judgment and discretion in determining the nature and extent
of the threatened injury or danger and in the selection of the means for resisting
it."40 (Italics supplied.)
to affect its conduct and progress
to the Executive and to Congress the exercise
.

.

.

Justice Douglas, in a concurring opinion in the same case, said,
"There are other instances in the law where one must obey an order
before he can attack as erroneous the classification in which he has
been placed."41 The administrator of an estate who is directed to pay
to the Alien Property Custodian the distributive share of an enemy
national legatee, when the survivorship of that legatee is in fact undeter
mined, has been brought well within the scope of Justice Douglas' remark
by means of the conclusive determination of survivorship.
MERLIN H. STARING

38320 U. S. 81 (1943).

"Hughes, War Powers Under the Constitution (1917) 42
"Hirabayashi v. United States, 320 U. S. 81, 93 (1943).
aId. at 108.

A. B. A. Rep. 232, 238.

RECENT DECISIONS
CONSTITUTIONAL

LAW: Just Compensation to Wholesaler for Meat
by Government under Emergency Powers is Replacement
Cost, When it is Necessary to Replace the Property, even if Such Cost is in
Excess of OPA Ceiling.

Products Taken

On March

1, 1943, the Government requisitioned 225,000 pounds of meat
pork products from the plaintiff. It offered to pay the fixed OPA ceiling
price, but the plaintiff refused to accept, claiming this was not just compensa
tion. Pursuant to the Act of Oct. 16, 1941, 55 Stat. 742, as amended, 50
U. S. C. � 721 et seq. (1940), the Government took the property, paying the
plaintiff one-half of this compensation fixed by the President. In accordance
with the Act plaintiff sued in the Court of Claims for the difference between
the amount paid and what is just compensation. The plaintiff contended that
just compensation was the replacement cost of the products. The defendant
said the market price is the proper measure and that OPA ceiling was the high
est lawful market price.
The special finding of facts included inter alia:
1
There was no OPA ceiling price on live hogs at time of requisition. 2 The
replacement cost of hogs at time of requisition was $15.60 per cwt. 3 The
OPA ceiling on pork products had been computed with a base of $13.15 per
cwt. for live hogs. Held: Plaintiff is entitled to judgment for the difference
between amount paid and replacement costs, with interest as part of the just
Ct. CI.
(Oct. 7,
compensation. John J. Felin Co. v. United States,
1946).
The Court of Claims held that when property is taken the owner must be
put in as good position pecuniarily as he was before property was taken. Pay
ment to the plaintiff of ceiling price did not put him in such position, accord
ing to the court. The reasoning was that plaintiff had to replace articles
taken to retain good will, to provide employment for employees, to maintain
its organization, and to provide customers with minimum requirements. The
court held in this situation the market price is not the equivalent of just
compensation.
nor shall private property
The United States Constitution provides ".
be taken for public use without just compensation." U. S. Const. Amend. V.
Accordingly, where property is requisitioned or confiscated for war purposes
under war powers, the owner thereof is entitled to, and Government obliged
to pay, just and full compensation therefor. Seaboard Air Line Ry. v. United
States, 261 U. S. 299 (1923); Mitchell v. Harmony, 13 How. 115 (U. S.
1851). The obligation of the government is to pay the owner the full value
of the property contemporaneous with the taking. In other words, the owner
is entitled to the full and perfect equivalent of the property taken. The docand

�

�

�

�

.
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trine is said to rest

on

equitable principles

and to

mean

that the

owner

shall

be put in as good position pecuniarily as he would have been if his property
had not been taken. Campbell v. United States, 266 U. S. 368 (1924) ; BrooksScanlon

Corp.

v.

River Collieries

United

States, 265 U. S. 106 (1924); United States v. New
(1923); Seaboard Air Line Ry. v. United

262 U. S. 341

Co.,
States, supra.
Compensation is not to be construed as the value to the Government for its
particular use, but is estimated by the uses for which the property is suitable.
United States v. New River Collieries, 276 Fed. 690 (C. C. A. 3d, 1921),
affd, 262 U. S. 341 (1923). Consequential damages or expenses incidental
to the requisition of property for war purposes should not be included in
determination of owners compensation. Omnia Commercial Co. v. United
States, 261 U. S. 502 (1923).
In Gulf Ref. Co. v. United States, 58 Ct. CI. 559 (1923), it was held that
the owner of certain tankers, which had been taken by the Government in
the first world war, could not recover damages to its business by the loss of
use of the tankers.
There it was said that such loss and damage was conse
or
incident
to
the exercise of a lawful power to take the property, and
quential
that the owner could be compensated only for the value of the use of the prop
erty actually taken by the Government. The court stated that the same rules
apply for ascertaining value of property taken during time of war as are
applied for that taken during peace.
Where the taking has been ordered the question of what is just compensa
tion is judicial, and the property owner is not bound by legislative fiat.
Monongahela Nav. Co. v. United States, 148 U. S. 312 (1893). Where prop
erty is taken and there is a market value, such value is ordinarily the meas
The owners cost, profit, or loss does not tend to prove
ure of compensation.
the market price or value at the time of the taking and ordinarily is imma
terial. United States v. New River Collieries, supra; see L. Vogelstein & Co.
v. United States, 262 U. S. 337 (1923); Walker v. United States, 105 Ct. CI.
553 (1946). Replacement cost of the property is not usually considered in
determining the just compensation. Brooks-Scanlon Corp. v. United States,
supra; but see In Re Mersey Docks and Admiralty Commissioners (1920)
3 K. B. 223 (C A.).
The New River Collieries case, supra, laid down the rule that the owner
entitled to the full money equivalent of the property taken, and thereby

was

put in
property had

it would have

occupied if its
being perishable
had to be sold in current markets, at the only lawful price, to realize the
plaintiff any return. Therefore the offered OPA ceiling is the full money
equivalent. The Court of Claims says it is necessary to replace the property.
It is submitted that this line of reasoning makes good will and other conseto be

as

good position pecuniarily

not been taken.

as

The meat in the instant

case
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quential damages as part of the just compensation. The court chose to follow this
approach to reach its result instead of entering into the question of whether
the market price must be free. See National City Bank v. United States,
275 Fed. 855 (S. D. N. Y., 1921), aff'd, 281 Fed. 754 (C. C. A. 2d, 1922).
In view of the above general principles, it appears that the Court of Claims
has deviated from the rule of just compensation heretofore followed. The
recent decision of the Supreme Court, in a suit by the holder of a leasehold
for costs of relocation as part of the just compensation when the Government
requisitioned the property, seems to be opposed to the rule established here.
United States v. Petty Motor Co., 327 U. S. 372 (1946). The Court said,
"since 'market value' does not fluctuate with the needs of condemnor
demnee but with general demand for the property, evidence of loss of

damages
are

States

v.

con-

profits,

expense of relocation and other such consquential
refused in federal condemnation proceedings." Id. at 377. Cf. United

to

losses

or

good will, the

General

Motors,

323 U. S. 373

(1944).
perhaps entitled the plaintiff to review of the
OPA award by the Emergency Court of Appeals, as provided by the Emer
gency Price Control Act of 1942. 56 Stat. 23, 50 U. S. C. � 901 (1940). But
it can be questioned that our present construction of "just compensation"
entitles plaintiff to the award given by the court in the instant case.
The facts in the instant

case

ROBERT W. BARKER

EMINENT DOMAIN

�

Persons Is Not

a

Condemnation of Land for Distribution to Private

Violation of Due Process.

The Legislature of Puerto Rico, in an attempt to alleviate the economic and
agricultural depression of the natives, created a board to condemn land held
by corporations in excess of a 500 acre limit, including that of the appellees
located on the Island of Vieques. Land taken in this manner was to be dis
tributed to individuals for

use as

homesteads and farms. It

was

contended that

this would amount to condemnation of

private property under guise of public
necessity, only to reconvey it to private persons, a clear violation of due
process of law. Held, condemnation of land for redistribution to private
persons to meet an economic crisis as determined by the Puerto Rican Legis
lature is for a public use and does not deny due process of law guaranteed by
the Fifth Amendment and the Puerto Rican Organic Act. People of Puerto

Rico

v.

Eastern

cert, denied

�

Sugar Associates, 156 F. (2d)
(Nov. 12, 1946).

U. S.

When the Island of Puerto Rico
the difficulties of
of sugar cane,

a

were

316

(C. C. A. 1st, 1946),

�

soon

was

ceded to the United States by Spain,
economy, based on the production

agricultural
recognized. In

one-crop

1900

Congress

enacted the

Organic
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Act, 31 Stat. 716 (1900), 39 Stat. 964 (1917), 48 U. S. C. � 752 (1940),
embodying the so-called "500-acre Law," which limited corporations engaged
in agriculture to that amount of land. This was supplemented by the "Land
Law," P. R. Laws 1941, No. 26, p. 388 et seq., which created a board to
enforce this limit by condemnation of all land held in excess of it. The
acreage thus acquired was to be conveyed in small parcels as homesteads,
sold in medium-sized plots as individual subsistence farms, and leased in larger
quantities as "proportional-profit" farms. Under the authority of the "Vieques
Act", P. R. Laws 1944, No. 90, pp. 196-199, which specifically directed the
acquisition of the lands belonging to the Eastern Sugar Associates on that
island, the Governor of Puerto Rico filed a petition to condemn the land under
controversy. That same day, March 20, 1945, the Insular District Court of
the Judicial District of Humacao entered a judgment vesting title to the
lands in fee simple absolute in the Land Authority and ordering appellees
to relinquish possession immediately. On petition the case was removed to
the District Court of the United States for Puerto Rico, and an order issued
temporarily restraining the Land Authority from interfering with the posses
sion and title of Eastern Sugar to the lands. After hearing arguments of coun
sel but taking no evidence, the District Court, on June 22, 1945, entered an
order dismissing the condemnation petition and setting aside the judgment
of taking entered by the Humacao Court, holding that the petition had failed
to allege a public use justifying acquisition of private property by eminent
domain. On appeal by the People of Puerto Rico, the case was heard by the
United States Circuit Court of Appeals for the First Circuit.
The Organic Act guarantees to the people of Puerto Rico that their prop
erty shall not be taken without due process of law. The Insular Legislature
is thus restricted in its powers of eminent domain in substantially the same
way as the state governments are by the Fourteenth Amendment. Similarly
the authority conferred on it is comparable to that exercised by the state
legislatures. Puerto Rico v. Shell Co., 302 U. S. 253 (1937); Roig v. People
of Puerto Rico, 147 F. (2d) 87, 91 (C. C. A. 1st, 1945). Local conditions are
of paramount importance in determining what is a public use. Hairston v.
Danville & W. Ry., 208 U. S. 598, 606 (1908); Strickley v. Highland Boy
Mining Co., 200 U. S. 527, 531 (1906); Clark v. Nash, 198 U. S. 361, 367
et seq. (1905); Fallbrook Irrigation District v. Bradley, 164 U. S.
112, 160
(1896); cf. Green v. Frazier, 253 U. S. 233, 242-243 (1920). The legislature
is in a position best to know those conditions; when it authorizes condemna
tion of land under its powers of eminent domain, a prima facie presumption
exists in favor of the public character of the intended use, which will be re
spected by the courts unless the use obviously is without reasonable founda
tion. United States ex rel. T. V. A. v. Welch, 66 Sup. Ct. 715 (1946) ; Old Do
minion Co. v. United States, 269 U. S. 55, 66 (1925); Rindge Co. v. Los
Angeles, 262 U. S. 700, 709 (1923); United States v. Gettysburg Electric Ry.,
160 U. S. 668, 680 (1896).
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In the instant case a controversial question was met squarely and the
opinion reinforced when the court refused to analyze separately each pro
posed use, as stated in the Land Law, and regarded the entire legislation as a
single integrated effort. United States ex rel. T. V. A. v. Welch, supra. Since
one

of the purposes
income group,

was

slum clearance and construction of homes for the

lower

the decision that the entire program is for a public
use is inevitable.
Keyes v. United States, 119 F. (2d) 444 (App. D. C,
1941) ; Matter of New York City Housing Authority v. Muller, 270 N. Y. 333,
1 N. E. (2d) 153 (1936); Dornan v. Philadelphia Housing Authority, 331 Pa.
209, 200 Atl. 834 (1938); Knoxville Housing Authority v. Knoxville, 174

76, 123 S. W. (2d) 1085 (1939); Mumpower v. Housing Authority,
426, 11 S. E. (2d) 732 (1940).
Following the line of thought of the court below, counsel for the appellees

Tenn.

176 Va.

contended that due process was denied on the basis of the "narrow" doctrine
that public use means a use for or by the general public, rather than one
which

benefits the

public indirectly. The public as a whole would
Act, but only those members who were specially
selected to be direct beneficiaries of the scheme. In accord, the following
cases found no public use intended.
Thompson v. Consolidated Gas Utilities
Corp., 300 U. S. 55 (1937), order prorating production of gas field so that
wells with outside pipe lines would be forced to carry gas of other wells;
United States v. Certain Lands in City of Louisville, 78 F. (2d) 684 (C. C. A.
6th, 1935), cert, granted, 296 U. S. 567 (1935), appeal dismissed, 297 TJ. S.
726 (1936), slum clearance and construction of low cost housing under Na
tional Industrial Recovery Act; Fountain Park Co. v. Hensler, 199 Ind. 95,
155 N. E. 465 (1927), statute giving religious associations right of eminent
domain to acquire leased land; Richmond v. Carneal, 129 Va. 388, 106 S. E.
403 (1921), in street opening proceedings acquisition by city of land in
excess of that required with power of disposal. A stronger rule, however, seems
to be that "It is not essential that the entire community or even any consid
erable portion thereof should directly enjoy or participate in any improvement
in order to constitute a public use." Fallbrook Irrigation District v. Brad
ley, supra, at 161, acquisition of land to permit irrigation of land of portion
of community. See also, Brown v. United States, 263 TJ. S. 78 (1923), con
demnation to procure new town site to replace that flooded by dam in gov
ernment project; Clark v. Nash, supra, condemnation of right of way to aid
irrigation of single farm; Riden v. Philadelphia, B. & W. Ry., 182 Md. 336,
35 A. (2d) 99 (1943), condemnation of land for railroad branch line to race
track; Delfield v. Tulsa, 191 Okla. 541, 131 P. (2d) 754 (1942), taking of
land by city for airport and bomber assembly plant.
The court in the Eastern Sugar Associates decision has followed the more
liberal view of public use which makes the criterion the purpose of the taking,
rather than the number of persons to share in the benefits. Perhaps this is a

merely

not receive the benefit of the
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original conception of eminent domain; the individual who
undoubtedly will think so. But it is in line
with the recent governmental trend to throw laissez faire out the window and
protect the economically stricken by direct methods. The law must grow to
meet changing conditions.

long jump

from the

is forced to surrender his land

EDMUND E.

EVIDENCE

Trial

Court

�

Mistrial When

tive Effect
In

an

on

a

the Verdict in

answer

not

had made

a

instructed

on

the

against
a

a

cab

taxi and

a

owner,

train at

Contempla

for
a

personal injuries
grade crossing, the

the

point,

was

carried.

The trial

the utterance; the jury were not
and counsel did not except for such failure to in

jury

to

disregard

No other reference to insurance

was

made in the whole

case.

the discretion of the trial court to grant a mistrial if the
tionable statement may have influenced the jury in reaching a verdict,

it

a

a mistrial, when defendant's witness in an
question asked on cross-examination, testified he
concerning the accident to an insurance man, without

of insurance and for whom it

court did not caution

struct.

for

to

statement

kind

Motion

motion for

a

responsive

indicating the

a

Tort Case.

a

by a passenger
collision between

lower court denied

Discretion, Deny

Innocent Reference to Insurance Has No

an

action

sustained in

in its

May,

PENDLETON, JR.

lay within

Held,
objec
taking

surrounding circumstances in the case. Gleaton v.
Green,
(2d)
(C. C. A. 4th, 1946).
There are two fundamental problems to be considered whenever evidence
of insurance coverage is brought to the attention of a jury: (1) Is it admis
sible? (2) If not, how ought the court to advise the jury?
As a general rule of law, such evidence should not be introduced in a
tort case, Akin v. Lee, 206 N. Y. 20, 99 N. E. 85 (1912), because its presence
or absence, in the usual case, does not help to establish due care or
negli
gence, Walters v. Appalachian Power Co., 75 W. Va. 676, 84 S. E. 617 (1915),
but rather suggests to the jury the indifference of the defendant to a ver
dict, the burden of which he will not personally have to bear. Akin v. Lee,
into

consideration

the

156 F.

459

supra.
it is reasonable to presume that insurance companies would at
premium rates as a consequence of having to bear the
cost of liability which would not be as high were it not for the fact that the

Likewise,

tempt

to raise their

jury knew that the defendant was indemnified.
However, the principle of the law is relative. Whenever there is adequate
reason to admit testimony of insurance protection, as, for example to prove
a
material fact in issue, its incidental prejudicial character will not be a
sufficient barrier to its admission. Brown v. McCuan, 56 Cal. App. (2d) 35,

278

The Georgetown Law

[Vol.

Journal

35: p. 272

(1943); Whitman v. Carver, 337 Mo. 1247, 88 S. W. (2d)
(1928) 56 A. L. R. 1418, 1432; but see Culp v. Repper,
78
221 (App. D. C. 1935), which would admit the proof only in
extreme cases on decisive issues. A New Hampshire Court in Herschensokn v.
Weisman, 80 N. H. 557, 119 Atl. 705 (1923), has ruled that the words of a
driver of a vehicle spoken to his passenger "Don't worry, I carry insurance"
were relevant on the issue of the operator's negligence.
"His attitude as
disclosed by his words imply that he would be likely to exercise a less degree,
of care in operating his auto for the reason that an insurance company would
be called upon to pay for any damages, occasioned to others by his negligence
and reckless attitude". Accord, Sims v. Martin, 33 Ga. App. 486, 126 S. E.
872 (1925). When it is sought to hold a defendant under the doctrine of
respondeat superior and he denies the master-servant relationship, he may
be contradicted by showing that he carried insurance on the alleged servant.
Mullanix v. Basich, 67 Cal. App. (2d) 675, 155 P. (2d) 130 (1945). Like
wise, that one took out insurance on a car might readily refute a denial of
ownership. Sibley v. Nason, 196 Mass. 125, 81 N. E. 887 (1907). Bias, in
terest, and motive of a witness may be conveyed to the jury by educing, in
good faith, his connection with an insurance company. Majestic v. Louisville
& N. R. R., 147 F. (2d) 621 (C. C. A. 6th, 1945); Wood v. New York State
Elec. & Gas Corp., 257 App. Div. 172, 12 N. Y. S. (2d) 947 (3d Dep't
1939); DiTommaso v. Syracuse University, 172 App. Div. 34, 158 N. Y.
Supp. 175 (4th Dep't 1916); cf. Kirack v. Eureka, 69 Cal. App. (2d) 134,
158 P. (2d) 270 (1945).
What should the trial court do when an improper reference to insurance has
been made in any given case? It may simply sustain an objection; it may,
in addition, instruct the jury to disregard the reference; or it may grant a
132 P.

838

885

Note

(2d)
(1935);
F. (2d)

�

�

mistrial when substantial harm has been done which
died

The New York Court of

can

in

in

way be reme
Simpson v. Founda
no

Appeals,
15 (1911), has pointed out for
trial courts: "Evidence that the defendant in an action for negligence was in
sured in a casualty company, or that the defence was conducted by an insur
ance company is incompetent and so dangerous as to require a reversal even
when the court strikes it from the record and directs the jury to disregard it,
unless it clearly appears that it could not have influenced the verdict."
There should be no difficulty in declaring a mistrial when there is a willful
violation of the ruling against introduction of the insurance aspect into the
case. Frahm v. Siegel-Cooper, 131 App. Div. 747, 116 N. Y. Supp. 90 (1st
Dep't 1909); Hordern v. Salvation Army, 124 App. Div. 674, 109 N. Y.
Supp. 131 (1st Dep't 1908). New trials have been granted when the objec
tion to its admissibility has been overruled, Horan v. Altman, 107 Misc. 427,
176 N. Y. Supp. 433 (Sup. Ct. 1919); when the objection was sustained but
no court instruction was given to the jury, Frahm v. Siegel-Cooper, supra;
tion

by
Co.,

the court.

201 N. Y.

479, 490,

95 N. E.

10,
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and when

done, Rodzborski v. American Sugar
(1914).
The true basis for the trial court's ruling would seem to be whether it
clearly appears that the jury was in fact not influenced by the improper refer
ence to insurance; and no reversal
ought to be granted by an appellate court
for a mere technical error. Eager v. Bushman, 255 App. Div. 934, 8 N. Y. S.
(2d) 725 (4th Dep't 1938); Akin v. Lee, 206 N. Y. 20, 99 N. E. 85 (1912).

irreparable harm
Refining Co., 210 N. Y. 262,

had been

104 N. E. 616

In the instant case, defendant was
knowledge that carriers are protected

a

local

common

insurance.

carrier.

It is

common

The reference to insur

by
innocently made by defendant's own witness. It was casual and am
biguous and not repetitious in nature. Counsel acted in good faith. There was
no indication that the jury were affected by it or even conscious of it.
To
have granted a mistrial under the circumstances would have been placing
mere technicalities on a pedestal not contemplated in the realm of AngloAmerican jurisprudence.
In the Texas Textile Mills v. Gregory, 142 Tex. 308, 177 S. W. (2d) 938
(1944), it was held no reversible error when defendant's witness on crossexamination injected suddenly and inadvertently a reference to insurance, and
counsel was not at fault. In Brand v. Mangust Holding Corp., 53 N. Y. S.
(2d) 882 (Sup. Ct. 1945), the court ruled the defendant was not entitled
to a mistrial when an employee of defendant subpoenaed by plaintiff volun
teered on cross-examination by the defendant the fact of insurance, and did
not request the court to strike out the testimony and instruct the jury to
disregard it. In Wehner v. Brock-Hall Dairy Co., 131 Conn. 361, 40 A. (2d)
277 (1944), the court's discretion, in refusing to grant a mistrial, was sus
tained when counsel for plaintiff brought out on direct examination the fact
that witness had spoken to an insurance man.
ance was

The instant

mistrial for
and have

case

mere

no

falls within that rule of the law which refuses to grant a
errors which do not affect the merits of the case

technical

tendency

to influence the

jury

in

reaching

a

verdict.

STEPHEN MOCARSKI

PATENTS

�

Claims for

Combinations, Like Those for Products, Are Invalid
Functionally Rather than Structurally.

if the Critical Elements Are Defined

Respondent brought suit
measuring the location
time required for pressure
for

for

infringement of his patent covering means
by observing the

of the fluid level in oil wells
waves

to

reach the fluid level in the well and

The apparatus claims at issue embraced a combina
tion of three old elements, each of which was defined by a "means" clause,
to return to the surface.

i.e.

(1)

means

for creating the
(3) tuning means

means

and

pressure wave, (2) echo receiving and timing
for amplifying the desired echoes while elim-
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An earlier patent to Lehr and Wyatt disclosed the
by measurement of echo waves, but did not

determination of the fluid level

tuning means. The district court found respondent Walker's patent
infringed, and this holding was affirmed upon appeal. Halliburton
Oil Well Cementing Co. v. Walker, 146 F. (2d) 817 (C. C. A. 9th, 1944).
Appellants petitioned for a rehearing, suggesting that the court had failed to
consider Gen. Electric Co. v. Wabash Co., 304 TJ. S. 364 (1938), wherein a
patent was held invalid on grounds that a description in functional terms is
wanting of a sufficiently definite disclosure. This the court denied, distinguish
ing the General Electric case by stating that the patent there was for a product
show any
valid and

whereas the instant patent covered
burton OH Well Cementing Co. v.

a

new

combination of old elements.
149 F.

Halli

C. A.

896

Walker,
(2d)
(C.
9th,
Supreme Court, the question considered
was whether or not the claims in suit complied with the requirements of Rev.
Stat. � 4888 (1875), 35 TJ. S. C. � 33 (1940), that the inventor must "par
ticularly point out and distinctly claim the part, improvement, or combina
tion which he claims as his invention or discovery." Held, that the patent was

1945). When the

invalid for

case

reached the

clearly describe the invention and that in claims for new
elements, as in other claims, at least the "crucial" ele
ments must be defined in terms of their physical characteristics or arrange
ment in the combination rather than functionally. Halliburton Oil Well Ce
menting Co. v. Walker, 67 Sup. Ct. 6 (1946).
The Court, speaking through Mr. Justice Black, accepted "without rati
(there was) a new patentable
fying the findings of the lower court that
combination, even thought it advanced only a narrow step beyond Lehr and
Wyatt's old combination." Halliburton Oil Well Cementing Co. v. Walker,
supra at 9. The opinion went on to point out that the claims sub judice
failed to suggest the physical structure of the resonator (the tuning means)
or to describe its physical relation to the old Lehr and Wyatt combination,
and concluded that they therefore inadequately depicted the structure, mode
and operation of the parts in combination. As to the distinction over the
failing

to

combinations of old

.

.

.

General Electric case, supra, it was said : "We understand that the circuit court
of appeals held that the same rigid standards of description required for product
claims is not required for a combination patent embodying old elements only.
We have

a

different view." Halliburton Oil Well

Cementing

Co.

v.

Walker,

supra at 10. In fact, said the Court, combination claims should be viewed with
unusually close scrutiny since they easily lend themselves to abuse. The
to stress the unwarranted "broadness, ambiguity, and over
inherent in functional claims, and ended by distinguishing
Walker's claims from those held valid in Continental Paper Bag Co. v. East
ern Paper Bag Co. {Paper Bag Patent Case), 210 TJ. S. 405 (1908).
In that

opinion went on
hanging threat"

case, the claims contained functional definitions of some of the
according to the Court adequately described the physical and

lationship

of all the crucial parts of the novel combination.

elements,
operating

but
re
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Justice Frankfurter concurred with the Court's opinion but reserved
judgment "as to considerations that may be peculiar to combination patents
in satisfying
[the definiteness required by Rev. Stat. 4888 (1875), 35
U. S. C. � 33 (1940)]." Mr. Justice Burton dissented.
Prior to the instant decision, the law was fairly well crystallized with regard
to what may and what may not be claimed functionally. See 2 Walker on
Patents (Deller ed., 1937), � 168. A claim does not satisfy the requirements
of Rev. Stat. � 4888 (1875), 35 U. S. C. � 33 (1940), when it merely
defines the result to be obtained. The inventor must specify what his inven
tion is, not what it will accomplish. Even when a part of the invention is
properly described in terms of structure, the claim will be invalid if the cru
cial portion is set forth functionally. Gen. Electric Co. v. Wabash Appliance
Co., supra; Holland Furniture Co. v. Perkins Glue Co., 277 U. S. 245 (1928) ;
Goodwin v. Carloss Co., 116 F. (2d) 644 (C. C. A. 6th, 1941); Heidbrink v.
McKesson, 290 Fed. 665 (C. C. A. 6th, 1923) ; In re Gardner, 32 App. D. C.
249 (1908). The objection to such a claim was clearly stated by Mr. Justice
Mr.

.

.

.

Reed in the General Electric case, supra, at 371 :
"But the vice of a functional claim exists
if that is

not

only when

a

claim

is

true, but also when the inventor is pains
'wholly' functional,
taking when he recites what has already been seen, and then uses conveniently
functional

language

With respect to
application of it is

ever

at the exact

claims for

point of novelty."
combinations, the rule

is the same,

but the

necessarily somewhat different. "A combination is a union
of elements, which may be partly old and partly new, or wholly old or wholly
an invention
new.
But whether new or old, the combination is a means
distinct from them." Leeds & Catlin Co. v. Victor Talking Machine Co., 213
U. S. 301, 315 (1909); Cf. Mercoid Corp. v. Mid-Continent Co., 320 U. S.
661 (1944). Since the invention lies in the combination rather than in the
elements, it follows that even when all the elements are described functionally,
the claim may still define what the invention is, i.e, the combination, rather
than what it will do. Such claims have frequently been upheld. American
Steel & Wire Co. v. Denning Wire & Fence Co., 160 Fed. 108 (C. C, N. D.
Iowa, 1908). It has been held that if a claim is for a combination, it may
not be attacked because its elements are defined functionally. Bake-Rite Mfg.
Co. v. Tomlinson, 16 F. (2d) 556 (C. C. A. 9th, 1926).
When the claim is for a basic or pioneer invention, it is entitled to wide
�

�

latitude and will not be held invalid because the elements in the combina
tion are defined functionally. Hildreth v. Mastoras, 257 U. S. 27 (1921);

Morley Sewing Machine Co. v. Lancaster, 129 U. S. 263 (1889). It has also
been held uniformly that elements in a combination which are old and the
equivalents of which are well recognized in the prior art may be defined by a
"means" or other functional expression. Paper Bag Patent Case, supra; Buono
v. Yankee Maid Dress Corp., 77 F. (2d)
274 (C. C. A. 2d, 1935); Davis
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Machine Co.

These rules

are

v.

New

Journal

Departure Mfg. Co.,

well summarized in

a

[Vol.

217 Fed. 775

35: p. 272

(C. C. A. 6th,

recent text:

"Where the invention is of a pioneer type the elements of the combination
may be defined functionally. Where in any type of invention the element in
question is well understood and known in the art, and the equivalents are
readily apparent, there would probably be no objection to a functional defini
tion of that element." Biesterfeld, Patent Law (1943) 43.
"Where, however, the principal phase of the invention is being defined it
is not correct to use a functional mode of definition." Ibid, at 41.

To what extent

tainly
cause

are

these

principles

modified

by the instant decision? Cer
position be

the patent for a combination is put in a more precarious
of it, and a multitude of such patents are in existence. It

that decisions such

as

Bake-Rile

v.

seems

clear

Tomlinson, supra, which permitted func

tionality of description solely because the claim covered a combination, are
impliedly overruled. However, the Court in distinguishing the claims at issue
from those involved in the Paper Bag Patent Case, supra, indicated that func
tional definition of old elements which
tion is still

are

not the

the claims in the latter

critical parts of the inven
contained such expres

allowable,
Also, it appears that the holding is not directed at pioneer or basic
inventions (if the present Court can be imagined to recognize any invention
as such), since Mr. Justice Black laid considerable stress on the "narrow step"
as

case

sions.

which Walker's invention advanced

over

the old combination of Lehr and

Wyatt.
It is believed that

patent attorneys generally will agree with Mr. Justice

Frankfurter that the decision in this

case

is

more

readily supportable

than

certain of the dicta contained in the opinion with regard to combination
patents. Except for failing to overrule the Paper Bag Patent Case, supra,
are

opinion fails to acknowledge any distinction in the statutory require
the description of a product claim as compared with an element
of a combination claim. It is submitted that such a distinction exists logically.
since the statute requires the combination to be particularly pointed out rather
than the individual elements therein. That this distinction does not give com
plete license to the claim draftsman is readily conceded, yet it is not a mere
technicality. See Davis Sewing Machine Co. v. New Departure Mfg. Co., supra.
the

ments for

be

The Court's thesis that patents for new combinations of old elements should
subject to extraordinary scrutiny and that the individual elements should be

described with great particularity are not fully supported by the authorities
cited. Thus Lincoln Engineering Co. v. Stewart Warner Corp., 303 U. S. 545
(1938), dealt with a new element in an old combination, so that there was
Gill v. Wells, 22 Wall. 1 (U. S. 1874),
no invention in the combination itself.
involved a question of identity between the combination claimed in the origi
and a sub-combination for which a claim was sought in a renal

application
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The case stressed the necessity of a clear description in combination
claims, yet did not discuss the question of functionality, nor the descriptive
requirements for elements of the combination. The passage quoted from
Merrill v. Yeomans, 94 U. S. 568, 570 (1876), by Mr. Justice Black, when
read in context merely states that the old elements must be described with
particularity in the specification. Fuller v. Yentzer, 94 U. S. 288 (1876), does
support the present thesis by implying that somewhat narrower scope will
be accorded a claim for a combination of old elements than would be given
some other types of claims.
Yet it is these cases, together with Gen. Electric
Co. v. Wabash Appliance Co., supra, covering product claims which are re
ferred to when the Court says "Cogent reasons would have to be presented
to persuade us to depart from this established doctrine". Halliburton Oil Well
Cementing Co. v. Walker, supra at 11.
In spite of these remarks, it is believed that the Court in arriving at its de
cision actually applied the same established principles as were applied by the
circuit court of appeals, the difference in result arising from the different view
which was taken of the substance of the invention. The circuit court of appeals
found that Walker had made "a very substantial improvement", whereas the
Supreme Court considered the advance "only a narrow step". This variance
in premise leads naturally to the respective conclusions, since

issue.

"In

administering the patent law the court first looks into the art to find what
alleged discovery or invention is and whether it has ad
vanced the art substantially. If it has done so, then the court is liberal in its
the real merit of the

construction of the patent to
If what he has done works

secure

only

a

to the inventor the reward he deserves.

slight step

forward and that which he says

discovery is on the border line between mere mechanical change and real
It is
invention, then his patent, if sustained, will be given a narrow scope.
this differing attitude of the courts toward genuine discoveries and slight im
provements that reconciles the sometimes apparently conflicting instances of
construing specifications and the finding of equivalents in alleged infringe
ments." Eibel Co. v. Paper Co., 261 U. S. 45, 63 (1923).
is

a

...

appeals believed that Walker's invention lay in the
Supreme Court considered that whatever invention was
present was to be found in the addition of the tuned resonator (an old device)
to the old combination of Lehr and Wyatt, and consequently applied estab
lished principles of law to determine the description required of this "crucial"
The circuit court of

combination;

the

element.
C MARSHALL

HANN
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TAXATION� Sole Trustee, also Co-Beneficiary, of Inter Vivos Trust Is Taxa
ble under � 22 (a) of Internal Revenue Code on All Distributed and Ac
cumulated Trust Income.
On March 1, 1929 petitioner's husband, Wilfred J.
Park, Inc., a Delaware corporation, as his personal

Funk, organized Erwin
holding company and
exchanged a considerable portion of his property for all the capital stock
thereof. In January, 1938 the authorized capital stock of Erwin Park, Inc.
consisted of 500 shares of Class A stock, 1000 shares of Class B stock, and
Class A stock constituted the corpus of three

500 shares of Class C stock.

trusts set up by petitioner's husband for each of their three children, with
himself as trustee. Voting power was vested exclusively in Mr. Funk, owner

of Class B stock.

Class C stock represented the corpus of four identical inter vivos trusts, A,
B, C, and D, set up by petitioner's husband on December 29, 1936. Each trust
instrument provided that on the death of the husband the trusts would ter
minate and the principal and undistributed income would be paid to ap
pointees named in the husband's will, or in default of appointment, to the
children of Mr. and Mrs. Funk, or to the issue or heirs of such children.
Petitioner, Eleanor M. Funk, was made the trustee of each trust and was
given the usual powers of management in addition to the following:
First
manage, sell, invest, and reinvest the same,
to receive the income thereof and to pay therefrom all taxes, assessments, and
incident to the trust hereby created, and in
other charges and expenses

"During

my lifetime

to

hold,
.

.

.

net income annually to me, or to her
respective needs, of which she shall be the sole
judge, and to accumulate and add to principal the balance of such income,
if any. Any income accumulated and added to principal by the Trustee shall

her discretion to pay all
self, in accordance with

become

by the

a

or a

part of the

our

part of the corpus of the

trust and may not thereafter be distributed

Trustee.
*

*

*

Third

"Upon the death or resignation of the Trustee she shall have the right by
will or other instrument in writing to appoint a successor Trustee who shall
have the same powers as the Trustee appointed hereby." Funk v. Commissioner,
infra

at 2.

petitioner filed fiduciary income tax returns at Newark, New
Jersey, and paid the tax due on Erwin Park dividend income received by each
of the trusts in the respective amounts of $3400, $12,000, $12,400, and
$13,400 for the years 1938, 1939, 1940, and 1941. Through the exercise of
her sole discretion petitioner disposed of the net dividend income from each
trust in the year following the year of receipt so that total distributions from
1939 to 1942 were as follows: $25,000 to W. Funk, $10,700 to petitioner, and
As trustee

285

Recent Decisions

1947]

$533.20 in accumulations. Petitioner filed Federal individual income tax re
turns for the years 1938 to and including 1941 but did not include in her re
turns the annual gross incomes of the four trusts. Respondent, Commissioner
of Internal Revenue, determined deficiencies in the personal income tax lia
bility of petitioner for these years in the respective amounts of $1,346.91,
$18,109.65, $25,154.24, and $32,583.62. Deficiency notices for 1938 and
1939 were mailed on March 10, 1944, more than three years after the returns
for those years were filed.
Prior to the assessment of deficiencies

against the petitioner, respondent
petitioner's husband, grantor of the trusts, for the entire
trust income.
The Commissioner charged that the whole picture painted
the
grantor's transactions with Erwin Park, Inc., gave him sufficient con
by
trol so as to warrant the application of � 22 (a) of the Code. The Tax Court,
in a memorandum dated February 7, 1944 held grantor was not taxable under
�22 (a) on the trust income. The court found that the only attributes of
ownership held by the grantor were (1) a possibility of income dependent
on trustee's discretion, (2) fact that the grantor's wife was trustee, and (3)
the testamentary power to name recipient of the principal and accumulations.
The marital relationship was not deemed to be an indicia of grantor's control.
It is interesting to note that the respondent did not seek to tax grantor under
� 167. In this connection, the court's comment that grantor's wife did have
an adverse interest to her husband is also interesting.
The petitioner applied to the Tax Court for a redetermination of the de
ficiencies assessed against herself. In a decision promulgated September 27,
1946, followed by entry of judgment September 30, 1946, the Tax Court
held: petitioner is taxable on all of the trust income whether or not she dis
tributed all of the income to herself. Eleanor M. Funk v. Commissioner, 7. T.
C. No. 102 (1946). Six judges dissented.
Mr. Funk was grantor and co- beneficiary of the trusts; Mrs. Funk was
sole trustee and co-beneficiary. The Commissioner of Internal Revenue deter
mined deficiencies against both of them by virtue of � 22 (a) of the Internal
Revenue Code (hereinafter called the "Code") :

sought

to

assess

Sec. 22. Gross Income
(a) General Definition

"Gross income" includes gains, profits, and income
of what
derived from salaries, wages, or compensation for personal service
ever kind and in whatever form paid, or from professions, vocations, trades,
businesses, commerce, or sales, or dealings in property, whether real or personal,
�

.

growing out of the ownership or use of or interest in such property; also from
interest, rent, dividends, securities, or the transaction of any business carried on
for gain or profit, or gains or profits and income derived from any source what
ever.
53 Stat. 9 (1939), 26 U. S. C. � 22 (1940).
The

�

petitioner's

first brief in Docket 5243 relied

161 of the Code:

solely

on

provisions

in
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Tax

of Tax. The taxes imposed by this chapter' upon indi
to the income of estates or of any kind of property held in
�

�

*

*

*

"(4) Income which, in the discretion of the fiduciary, may be either dis
tributed to the beneficiaries or accumulated.
"(b) Computation and Payment. The tax shall be computed upon the net
income of the estate or trust, and shall be paid by the fiduciary, except as
provided in section 166 (relating to revocable trusts) and section 167 (relating
to income for benefit of the grantor)."
53 Stat. 66 (1939), 26 U. S. C.
�

161

(1940).

The dissent also relied
ury

on

Regulation, applicable

�

161 of the Code and cited the

to the taxable years

following

Treas

here in question:

"There is taxable to the estate or to the trust, unless it be taxable to the
trust
all income either of the estate or of the trust for its
taxable year which is not similarly paid or credited during that year to a lega
tee, heir, or beneficiary in case there was vested in the fiduciary a discretion

grantor of the

...

either to distribute or to accumulate such income.
In all such cases the tax
is payable by the fiduciary, except the tax upon the income which is taxable to
the grantor of the trust." U. S. Treas. Reg. 103, � 19.162-1. (Italics supplied by
.

.

.

court).
two basic issues in this case, one a question of fact and the other
of statutory application to a given set of facts. The first issue pre
sented the question of whether or not the petitioner held sufficient rights and
powers equivalent to ownership of the grantor's property so as to be indi

There

a

were

question

vidually taxable under � 22 (a). The second issue concerned the application
of � 22 (a) and � 161 of the Code to a fact situation subject to both sec
tions. If it was determined as a finding of fact that petitioner was individually
taxable under � 22 (a), and yet was placed within the express terms of � 161
by virtue of the trust instrument, priority of applicability posed a trouble
issue.
Under trust law infinite refinements of title have been utilized to create a
separate legal entity from the grantor or beneficiary, and at the same time
retain substantial attributes of ownership for the grantor or beneficiary. Be
cause of its (the trust) facile adaptability to tax avoidance, the tax incidence
some

imposed
imputed

thereon

by

the courts has been limited to such income

individual

The

as

cannot be

Treasury's policy has been to tax
first the grantor, failing this then the beneficiary, and in the last resort
the trust itself. In Helvering v. Clifford, 309 U. S. 331 (1940) the grantor
was held taxable under � 22 (a) of the Code for failing to divert himself from
economic ownership of the trust corpus.
Taxation of the trustee and beneficiary poses a different problem. Neither
to

taxpayers.

1947]
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party has any relation

to the property in the trust corpus nor is either party
the income of the property prior to the creation of the trust. A
trustee who is neither the grantor nor the beneficiary is customarily taxed
under � 161 (a) (4) and � 162 (c) of the Code on income accumulated in

taxable

on

the trust.

If the trust corpus is so far subject to the trustee's unfettered do
was his in substance, he is taxable under
� 22 (a) on accumu

minion that it
lated income.

Richardson v. Commissioner, 121 F. (2d) 1 (C. C. A. 2d,
recipient beneficiary is taxable under � 162 (c) on distributed
income if (1) the trust instrument provides for current distribution of in
come, or (2) the trustee has the discretion to distribute or accumulate it.
Plimpton v. Commissioner, 135 F. (2d) 482 (C. C. A. 1st, 1943). Although
these sections provide for taxing trust income to the trustee or beneficiary,
the latter may, nevertheless, have such unhampered command over the corpus
or income of a trust as to be taxable under
� 22 (a). Such was the case where
the beneficiary had the power, acting alone, to acquire either the income or
corpus of the trust from the trustee at any time. Emery v. Commissioner, 5
T. C. 1006 (1945), aff'd 156 F. (2d) 728 (C. C. A. 1st, 1946). This
principle was also extended to a beneficiary, not a trustee, who had an
absolute right to the trust income during her life upon her request, a power
of appointment over the income, by will, and an ultimate though nonetheless

1941).

The

cogent power

to receive sufficient

corpus for comfortable support and mainte

Commissioner, 5 T. C. 1239 (1945).
The application of � 22 (a) to a recent series of trust cases will show the
background of the principal case. If a person is sole beneficiary and sole
trustee as to the same identical interest, the general law of trusts is that the
trust would fail by merger. Young v. Mercantile Trust Co., 140 Fed. 61 (C. C.
S. D. N. Y. 1905), aff'd 145 Fed. 39 (C. C. A. 2nd, 1906). A number of cases
have invoked � 22 (a) to tax a sole beneficiary who was also a co- trustee. In
Jergens v. Commissioner, 136 F. (2d) 497 (C. C. A. 5th, 1943), Jergens, as
beneficiary and co-trustee, had the power to manage, alter or revoke the trust;
nance.

Hallowell

he had

no

power

v.

over

the income but could withdraw the corpus. He

was

held

(a) because of his control over the corpus. In Frank v.
Commissioner, 145 F. (2d) 413 (C. C. A. 3d, 1944), the petitioner, although
a co-trustee with others, had an absolute right to fifty percent of the trust
income and was taxed thereon under � 22 (a), although he shared the same
with a charity by virtue of a power in the trust instrument.
The facts in Mallinckrodt v. Commissioner, 2 T. C. 1128 (1943), aff'd
146 F. (2d) 1 (C. C. A. 8th, 1945) were somewhat similar to those of the
instant case to the extent that co-beneficiaries were involved. The petitioner,
both a co-beneficiary and a co-trustee, had (1) a testamentary power of ap
pointment over the corpus, (2) a right to the corpus if the trustees terminated
the trust, and (3) also a right to acquire the corpus if his written request there
for was honored by the trustees. The first $10,000 of annual income was payataxable under

�

22
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ble to

petitioner's

at his

request, otherwise accumulated and added

late

sustained

court

ble under

judges

on

wife.

22

�

(a)

The residue of the income

the

Tax

held

and

Court,

[Vol. 35:

Journal
was

payable

to
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petitioner

corpus. The appel

to the

lia

petitioner personally

the undistributed annual income of the trust.

on

the Tax Court dissented

ble to the trust within the

on

of

the

ground that
(a) (1) of

161

such income

was

Five
taxa

the Code. Both courts

meaning
�
weight to the petitioner's combination of powers over the corpus and in
come, but rejected the contention that a request for distribution was requisite
to taxability. In Stix v. Commissioner, 4 T. C. 1140 (1945), aff'd 152 F.
(2d) 562 (C. C. A. 2d, 1945), two brothers were co-trustees of two trusts,
with discretionary powers to invade the corpus as well as to appoint it by will.
Each was to receive trust income as "primary beneficiary", with power in
trust for their sons. There were no provisions for accumulating trust income.
gave

The trustees elected to distribute all income to the

sons.

Court

�

were

taxable

on

the entire trust income under

The court found the

22 (a). The Tax
judges dissenting assessed deficiencies based on the control of
income and corpus. The appellate court ruled that the taxpayers could not
escape taxation unless they showed what part of the income they were com
pelled to pay their sons. This burden of proof was not sustained. Id. at 563.
Cowles v. Commissioner, 6 T. C. No. 14 (1946), involved a taxpayer who
was co-trustee and sole beneficiary of a trust created by his father, with a
testamentary power of appointment over the corpus and a right to reveive
all income on demand. The income was to be accumulated if the beneficiary
didn't demand it. The court held the beneficiary was taxable under � 22 (a)
The court, by dictum, indicated its opinion that if the
on all trust income.
power to demand the entire net income "... were the only provision of the
trust instrument dealing with the disposition of trust income, we think it is
clear that the entire trust income would be taxable to petitioner under sec
." Id. at 21. This line of cases would seem to establish that
tion 22 (a).
wherever a fiduciary is also a beneficiary and controls both the corpus and
income the test of taxability under � 22 (a) is whether such person holds
sufficient power over the corpus and income as to make it reasonable and just

brothers

four

�

�

.

.

to deal with him

as

if he

In the Funk case, the

were

the

owner.

petitioner's position

is

slightly different

she

�

was

sole

trustee, but a co-beneficiary. She held no power to withdraw or appropriate
the corpus to her own use. The trust was irrevocable and long-term. The
court adjudged that Mrs. Funk held an unrestricted power to distribute the
income to herself during the taxable years. She had the power to designate
a

successor trustee

upon her death.

The court said:

the only attribute of ownership of the income which petitioner lacked
the power to dispose of the income, not at her death, but at her husband's
death." Funk v. Commissioner, supra at 8.
".

was

.

.
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dissenting judges were unwilling to depart from the position that "equiva
ownership" depended on control over the corpus. Id. at 17. In addi
tion, they stated that petitioner's discretion was tempered by reasonably defi
."
nite standards, namely, ".
in accordance with our respective needs.
and "... according to the circumstances which you find to exist at the end
of each year." Id. at 3. Judge Harron, speaking for the court, invoked the
"burden of proof theory", Stix v. Commissioner, supra, and stated that there

The

lence of

.

was

no

evidence either of

.

.

a

.

minimum amount distributable to the grantor
petitioner's discretion

of any other limitation in the trust instrument of
over the income.
or

Having determined that
respondent the

"equivalence of ownership" test resolved in
rejected the argument of the petitioner that
the powers over income were given to her qua trustee and not qua beneficiary.
The majority ruled that the appraisal of elements of control in light of
� 22 (a) was proper whether exercisable as an individual or as a fiduciary.
See Stockstrom v. Commissioner, 148 F. (2d) 491, 495 (C. C. A. 8th, 1945).
Pointing to the specific language of � 161 (a) (4) and (b), the dissenting
judges declared that the application of � 22 (a) to a fiduciary with discretion
either to distribute or accumulate income was "... clear judicial legisla
tion." Funk v. Commissioner, supra at 23.
The court asserted that the long-term feature of the trust (for the life of
the grantor) was an element which gave petitioner substantial command over
the income. The court subjected the petitioner to the test of equity court
jurisdiction and agreed with the dissent that her discretion as trustee was not
entirely removed from the reach of a court of equity. The former refused to
find, however, that New Jersey equity court jurisdiction limited petitioner's
discretion in this case. Such jurisdiction was conditional upon proof that the
exercise of discretion had been in bad faith no such proof was before the
favor of the

the

court

�

court.

The other issue in the

case

pertained

to

that the facts of this

senting judges agreed
(4) and (b) of the Code

as

supported by

statutory interpretation. The dis
case

fell

squarely within � 161 (a)
Reg. 103, � 19.162-1.

U. S. Treas.

The trust instrument gave the trustee the discretion to distribute or accumu
late trust income. The court did not controvert this conclusion but took the

position that "... when the

beneficiary
bility." Funk
a

assessment

under
v.

22

income of

a

at 11.

sought

v.

by

regarded

as

that of

have any applica
(a)
Finally, the court held that the

of deficiencies for 1938 and 1939

tioner had understated her gross income
(1938) 26 U. S. C. � 275 (c) (1940).
Funk

trust must be

subsection of 161

�
(a),
Commissioner, supra
no

was

more

can

timely inasmuch as peti
25%. 52 Stat. 538

than

Commissioner, supra, is another case where the Tax Court has
a gap in our tax law by resorting to the very broad definition

to fill

of gross income contained in

�

22

(a)

of the Code.

For the first time this
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applied (1) to a sole trustee who was a co-beneficiary, and
(2) to an individual holding powers over trust income only. Although the
principal case seems to fall within the provisions of � 161 (a) (4) the court
has seen fit to tax the petitioner under � 22 (a). To date there has been
no indication that the wisdom of this policy will be tested in the appellate
courts no petition for review has yet been filed.
Although the dissenting judges took the position that control over the
corpus was an essential requirement of � 22 (a) applicability, it would seem
that all-embracing control over income would warrant the application of the
Clifford doctrine. At any rate the new Clifford trust regulations promul
gated under Treasury Decision 5488, effective as to taxable years beginning
on and after January 1, 1946, have taken this position:
section has been

�

"Where a person other than the grantor of property transferred in trust has
power exercisable solely by himself to vest the corpus or the income there
from in himself, the income therefrom shall be included in computing the net
a

income of such

Provided

the

person."

legality

of

U. S. Treas.

this

Reg. Ill, �

regulation

is

29.22

(a)-22.

sustained, unfettered command
taxability under � 22 (a)

either the corpus or the income will invoke
of the Internal Revenue Code.
over

The new Treasury Regulation would seem to resolve the issue over powers
held qua fiduciary and those held qua beneficiary. The Clifford case, supra,
rejected the contention that a trustee could not hold powers constituting sub

ownership. The Tax Court, in the principal case, has
again. The court might be adopting the estate tax
and satisfactions from the trust, whether enjoyed as an
individual or as a trustee. In this regard, however, the touchstone of estate
tax liability has been limited to the exercise of powers retained by the grantor
The Treasury will undoubtedly welcome Eleanor Funk v.
over the corpus.
Commissioner, supra, as an advance authority of the Clifford regulations.
stantial attributes of

pierced the fiduciary
appraisal of benefits

veil

ROBERT

TAXATION

Transfer of

�

a

Taxable Gift Unless

E.

REDDING

Partnership Interest Between Family Members
Supported by Adequate Consideration.

Is

companion cases, the Tax Court has recently considered the taxability
gifts of transfers of partnership interests among members of a family. In
the first case, the discoverer of a formula for products known as "Mazon" and
"Mazon Soap" liquidated the corporation through which he had for fifteen
years carried on the manufacture and merchandising of his products, and
formed a partnership, making his daughter and son-in-law partners to the
extent of 10% interest each. The principal asset of the business (although
In

as
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partnership books at only a nominal sum) was the formula,
The daughter and son-in-law had for
name and good will.
several years been employees of the predecessor corporation, and on becom
ing partners assumed equal voice as partners with the other two partners,
and were each assigned full time duties and responsibilities in management
positions. In the second case, two partners of a brokerage and commission
valued

on

the

and related trade

partners. This business had no
of the various partners, and
services
personal
the new partners assumed active selling tasks. Held, in the first case, the trans
fer of partnership interest between members of the family was a taxable gift

business in foodstuffs admitted their

sons as

valuable asset other than the

adequate consideration, under Int. Rev. Code �
(1939); Gross v. Commissioner of Internal Revenue, 7 T. C. No. 98
(1946); in the second case, the transfer was not a taxable gift because the
partners contributed adequate services and the business lacked valuable assets,
Rothrock v. Commissioner of Internal Revenue, Thrasher v. Commissioner of
Internal Revenue, 7 T. C. No. 99 (1946).
The Tax Court is examining in a gift tax setting the tax impact of intrafamily business relationships most recently considered by the Supreme Court
from the point of view of income tax liability in Commissioner v. Tower, 327
TJ. S. 280 (1946), and Lusthaus v. Commissioner, 327 TJ. S. 293 (1946).
For determination of income tax liability, the Supreme Court determined that
"there was no real partnership", Tower case, supra at 284, and that "the wife
was not a genuine partner", Lusthaus case, supra at 297.
In these gift tax
cases, the Commissioner does not question the validity of the partnership.
as

a

transfer for less than

1002

The Tax Court refers to the Tower and Lusthaus

cases

in the Gross case, but

other recent

Supreme Court decisions which deal with the imposition of the
tax
in
cases
gift
involving close family relationships seem as applicable on
The
Supreme Court found in these cases that transfers of property
principle.
pursuant to antenuptial agreements constituted taxable gifts. The legal con
sideration (detriment) flowing from the donee did not benefit the donor and
was not adequate and full consideration in money or money's worth, in com
parison with that moving from the donor. Commissioner v. Wemyss, 324
U. S. 303 (1945) and Merrill v. Fahs, 324 U. S. 308 (1945).
The Gross case extends into the partnership form of intra-family business
transaction the use of the gift tax as a deterrent to the dividing of taxpayer's
property among members of his family for the purpose of spreading his in
come into the lower tax brackets. The use of the gift tax for this
purpose was
considerably facilitated by the Wemyss decision, supra, which held that in
interpreting � 1002 of the Internal Revenue Code donative intent is imma
terial.

The difference in result in the Gross and Rothrock cases, indicates no un
on the part of the Tax Court to
agree with the Internal Revenue

willingness
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use

principle,

but

a

gift

tax law in this

difference in

emphasis

Journal

[Vol.

type of situation. Not
on

a

facts, particularly the

in the amounts of money involved in each case,

seems
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difference
differences

to have determined

the

results.
In the Gross case, a partnership was created where none had existed before;
in the Rothrock case, new partners were added to an existing partnership. In
legal effect, these are identical, the addition of new partners being technically

partnership and the creation of a new one. Fritz v.
Revenue, 76 F. (2d) 460 (C. C. A. 5th, 1935).
That the transaction in the Gross case, constitutes a transfer is supported
by the Treasury Regulations. U. S. Treas. Reg. 108, � 86.2. The Tax Court
says it is the same as a transfer of a share of any going business, which
is more questionable, because a bona fide contract of partnership is not
invalidated by the unequal value of the contributions of its members.
Courts do not ordinarily inquire into the question of the adequacy of the
consideration for the agreement into which the partners enter. Lindley,
Partnership (10th ed. 1935) 81. Dale v. Hamilton, 5 Hare 369, 393, 67
Eng. Rep. 955, 965 (1846); Temm v. Temm, 191 S. W. (2d) 629 (Mo. 1945);
State ex rel. Waterman v. J. S. Waterman & Co., 178 La. 340, 151 So. 422
(1933).
A finding of fact that the good will, or value resulting from the ability of
a business to earn profits in excess of a fair return on the investment in other
assets, Haugen v. Sundseth, 106 Minn. 129, 118 N. W. 666 (1908), was un
dervalued would seem to have been possible under � 86.19d of Treasury
Regulations 108: "Interest in business. Care should be taken to arrive at
a

dissolution of the old

Commissioner

of

Internal

�

an

accurate valuation of any business which the donor transfers without

full consideration in money
interest transferred is that of a partner or a

an

money's worth, whether the
proprietor. A fair appraisal
should be made of all of the assets of the business, tangible and intangible,
Special attention should be given to fixing an ade
including good will.
of the good will of the business." (Italics supplied.)
for
value
the
quate figure
Red Wing Malting Co. v. Willcuts, 15 F. (2d) 626 (C. C. A. 8th, 1926). Cf.
In re Dun's Estate, 39 Misc. 616, 80 N. Y. Supp. 657 (Surr. Ct., 1903).
Instead, the Tax Court considered in detail prospect of future earnings,
and the nature and value of the "crucial" or "principal" asset, before con
cluding that a valuable right had been transferred.
It is the close family relationship, of course, which determines the case. The
provision in Regulations 108, � 86.8, that "a sale, exchange, or other transfer
of property made in the ordinary course of business (a transaction which is
bona fide, at arm's length, and free, from any donative intent), will be consid
ered as made for an adequate and full consideration money or money's worth,"
excludes almost all situations not involving the family relationship.

adequate

and

.

.

.

or

.

.

.
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Wemyss and Merrill cases, supra, exclude as elements of consideration,
dower, curtesy, statutory estates in lieu thereof, and marital
rights. Considering the Gross case from the point of view adopted in those
cases, and taking the son-in-law as an example, it is seen that for the 10%
interest which was received by the donee, there moved from him the consid
eration (detriment) of liability for sharing in losses, of performing the duties
of medical director on a full time basis (he was a physician), and of having
a vote equal with that of any other partner in all matters respecting the
general policies of the partnership and the management and operation of the
The

release of

business.

Probably the

Tax Court does not intend that the valuation of the considera

tion furnished

by

stricted to

amount

partners closely related to the taxpayer shall be re
equal to the compensation paid the same persons as
employees. The valuation probably is not to be measured by the annual dis
tribution of earnings, either. To fit the Gross case into the Wemyss pattern,
an

new

the better conclusion would be that the court intends to eliminate the lia

bility of

general partner for his share of any losses of the partnership as
consideration, in these close family relationship cases.
The characterization of the gift tax as "intended to respond to the distress
signal of the income tax", Paul, Federal Estate and Gift Taxation (1946
Supp.) 290, is apt for the Gross case, even without mention of an income tax
evasion or avoidance motive on the part of the taxpayer. The distress signal
an

a

element of

here

was very weak.
The Gross case, is a step toward the filling out of the gift tax concepts, and
giving it resources of its own, which it has been said to lack. 2 Paul, Fed
eral

is

Estate

upheld,

well

as

and

the

Gift Taxation

responsibility

(1942) 1123. If the principle it supports
gift tax to support the income tax as

of the

the estate tax will be increased.
JOHN

A.

CARVER, JR.
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Miller.+,

Callaghan and Company, Chicago.

to those

who feel that the modern law
practice of law

$5.50.

This book is the short

answer

school curriculum fails to prepare the student for the
If the law school senior will take the time to
as such.

read, study and
problems in the practice
penetrating analysis
of law, he will have bridged, as well as theory will permit, the chasm
between a diploma and earning a living, successfully and honorably, in
the profession. This book will do much toward preparing a young man
for that experience which he must have before he can call himself a
lawyer.
For one who has read the gamut of books dealing with the law, ranging
from the fiction and hyperbole of Gene Fowler to the pragmatism of
Jerome Frank, this volume comes as a pleasant surprise. Here we have
a solid lawyer presenting a guide to the process of learning to practice
law. The author begins with a brief discussion of the study of law, the
selection of a school, methodology, and bar examinations. Fathers might
well peruse Mr. Miller's suggestions when they come to advising their
sons on the vital matter of choosing a law schol.
Bar examiners and
law school professors should heed the admonition that the typical exami
nation "is oftentimes as much an endurance contest as an inquiry into
the participants' knowledge."1
Attention is directed to the subject of choosing a place to practice.
The reader is given an insight into the big city law firm, the smaller
law firm and practicing alone in city or town. Mr. Miller recognizes
that, while criminal lawyers have suffered from adverse comment,
think

over

"There is
a

of

Mr. Miller's

no

greater service that any

fellow human's

right to
perjury exists

man can offer than the defense of
freedom and life."2 Certainly much less
in criminal work than in the corporate,

suborning of
negligence or domestic relations fields. The author feels that there are
opportunities in foreign fields and suggests that the lawyer is the link
between domestic business and the foreign expansion thereof.
Chapter III is entitled "Starting Out in the Practice". The reader
sees the law office as a place of outer calm but concealed anxiety. The
fMember of Texas and Illinois Bars.
*Member of the District of Columbia Bar, Professor of

1P. 6.
2P. 14.
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the
young lawyer is told how to live and work with his associates. Then
business?"
"How
do
author would answer the irritating question:
you get

heading are discussed permissible and prohibited actions,
obtaining and keeping clients, building a practice and watching it grow.
Mr. Miller devotes thirty pages to trial work. One readily endorses
his preliminary remark that "The trial of a lawsuit is a difficult, nervewracking, man-killing job."3 Preparation is emphasized, and the steps
incident thereto are spelled out for the young practitioner. Helpful
hints are given on picking the jury, handling witnesses on direct and
cross-examination, and preparing instructions of law to be delivered by
the court to the jury. An interesting appraisal of modern jury speeches
is made, and one gives his complete endorsement to the conclusion of
the author that the "Fourth of July" type is no longer effective, and
that the closing argument should be limited to a short, snappy summary
of perhaps no longer than thirty minutes or an hour. Emphasis is placed
more on straight-forward logic and less on forensic ability. This phase
Under this

of the book concludes with

an

excellent bit of advice

on

"The Art of

Losing".
Appellate procedure is reduced to its simplest form. The author feels
that the good lawyer, in both brief and argument, has the ability to
quit when he is through. General office practice is outlined and con
sideration is given to many phases thereof, including the physical aspects
of the office itself and the preparation of briefs, wills and contracts.
Chapters are devoted to administrative, corporate, domestic relations,
personal injury, real estate and labor relations practice. The personal
views of Mr. Miller on the relationship of the lawyer to politics are
highly entertaining, and his conclusion that the "fixer" is a disgrace to
the profession will meet with the hearty approval of all readers.
Lawyers, as a group, are poor businessmen; and for that reason the
discussion of office management, including the selection of employees,
the keeping of accounts, the rendering of statements, the collection of
fees and related matters, will be valuable to the

profit by the mistakes of others.
This is a good book. Mr. Miller is
has taken the time to pass
the legal profession.

on

a

sincere

to others a real

newcomer

man

guide

of character who

to

the mysteries of

NICHOLAS

SP. 38.

who would

J.
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litigation that is perhaps the most interesting
produced. Certainly it is the longest. It commenced
in 1835 when Myra Clark Whitney first set out to prove her right to
the estate of her father, Daniel Clark, an estate consisting of a sub
stantial tract of real estate in the City of New Orleans. The litigation
occupied the attention of the Supreme Court no less than fifteen times,
from 1839 to 1891.1 In the process, Whitney died; Myra married
General E. P. Gaines; and Gaines in turn died. In due course Myra
quitted this life, and the final phases of the litigation were carried on
by her administrator. The last reported proceeding involved, not in
appropriately, the enforcement of an attorney's lien.2 By that time it
In the intervening 58 years, the litigation had badly split
was 1893.
the Supreme Court; had produced some leading cases;3 and, according
to the justices who passed on its final phases, in the ultimate outcome
was probably wrongly decided.4
The story begins in 1786 when Daniel Clark, born in Ireland, landed
in Spanish New Orleans. He prospered there, became American consul,
was the first Delegate in Congress from the Territory of Orleans after
the Louisiana Purchase, and in time tangled with General Wilkinson and
President Jefferson.5 Myra was his daughter by Zulime Des Grange,
n&e Carriere. Whether Myra was his legitimate daughter turned on
whether Daniel and Zulime had been married; and the validity of the
ceremony alleged to have been performed between those two in turn
rested on whether Des Grange, who had previously married Zulime,

America has

a

ever

tEditor of Abingdon-Cokesbury Press and Editor-in-Chief "Religion in Life".
v. Lizardi, 154 U. S. 555 (1893) ; New Orleans v. Gaines's Adm'r, 138 U. S.
595 (1890) ; New Orleans v. Gaines's Adm'r, 131 U. S. 191 (1888) ; Louisiana Bank v.
Whitney, 121 U. S. 284 (1886); Gaines v. Miller, 111 U. S. 395 (1883); Davis v. Gaines,
104 U. S. 386 (1881); Smith v. Gaines, 93 U. S. 341 (1876); Gaines v. Fuentes, 92 U. S.
10 (1876) ; New Orleans v. Gaines, 15 Wall. 624 (U. S. 1872) ; Gaines v. De La Croix,
6 Wall. 719 (U. S. 1867) ; Gaines v. New Orleans, 6 Wall. 642 (U. S. 1867) ; Gaines v.
Hennen, 24 How. 553 (U. S. 1860); Gaines v. Relf, 12 How. 472 (U. S. 1851); Patterson
v. Gaines, 6 How. 550 (U. S. 1847) ; Gaines v. Chew, 2 How. 619 (U. S. 1844) ; Gaines v.
Relf, 15 Pet. 9 (U. S. 1841) ; Ex parte Whitney, 13 Pet. 404 (U. S. 1839).
Whitney v. New Orleans, 54 Fed. 614 (C. C. A. 5th, 1893).
Raines

"Gaines

v.

Fuentes,

92 U. S. 10

(1876).

Gaines's Adm'r, 131 U. S. 191 (1888).
"See Clark, Proofs of the Corruption of Gen. James Wilkinson
'See New Orleans
Dictionary

of

v.

American Biography

(1930) 125.

(1809),

and 4
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had committed bigamy by doing so. The whole affair was exceedingly
mysterious. The strongest evidence against the alleged marriage lay in
the circumstance that, afterwards, Daniel courted Miss Louisa Caton
of Baltimore (later the Duchess of Leeds), while Zulime calmly went
off and married a Dr. Gardette. During all of the 16 odd years in
which Myra was resting her rights on the marriage between Zulime and
her father, Zulime, still living and in full possession of her faculties,
was never called as a witness by either side!
Eventually, in 1851, the

Supreme Court held that Myra had not proved her legitimacy through
parents' marriage. Catron, J., spoke for the majority, while Wayne,
dissented.6
J.,
But Myra Gaines, the Creole claimant, was not one to be daunted by
defeat. She had already outlived two husbands, but she had not yet
begun really to fight. Having failed to establish her rights as heir-atlaw, she now set out to prove that she was legitimated by her father's
will, alleged to have been executed in 1813, which recognized her as
legitimate and left her his estate. This will had never been probated.
Myra charged that it had been destroyed by Clark's partners and
executors, Richard Relf and Beverly Chew, immediately after Clark's
death. Its terms were proved by oral testimony; and, forty-two years
after the testator's death, this "lost will" was admitted to probate.7
Armed with that decree, Myra once more laid claim to the estate. This
time the Supreme Court decided in her favor.8 Wayne, J., who had
dissented in 1851, wrote for the majority in 1861; while Catron, J.,
whose views had prevailed ten years earlier, simply did not have suffi
cient votes the second time. Grier, J., contributed a mordant dissent

her

of his own.9
The War Between the States intervened.

exhausted,
"Gaines

v.

but not Mrs. Gaines.
Relf,

12 How. 472

(TJ.

S.

It left the nation

She returned to the

limp and
legal fray, once

1851).

'Succession of Clark, 11 La. Ann. 124 (1856).
'Gaines v. Hennen, 24 How. 553 (TJ. S. 1860).
"Id. at 631 (dissenting opinion): "I wholly dissent from the opinion of the majority of
the court in this case, both as to the law and the facts. But I do not think it necessary
to vindicate my opinion by again presenting to the public view a history of the scandalous
gossip which has been buried under the dust of half a century, and which a proper
feeling of delicacy should have suffered to remain so; I therefore dismiss the case, as I
hope, for the last time, with the single remark, that if it be the law of Louisiana that a
will can be established by the dim recollections, imaginations, or inventions of anile gossips,
after forty-five years, to disturb the titles and possessions of bona fide purchasers, without
notice, of an apparently indefeasible legal title, 'Hand equidem invideo, miror magis'."
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the guns were silent, and brought suit against the purchasers from Relf
and Chew. Once more she succeeded in the Supreme Court.10 By this

time it

1868;
plaintive

was

with the
of

Myra

now

be

and

Davis, J.,

for the

Court,

concluded his

opinion

query, "Can we not indulge the hope that the rights
Clark Gaines in the estate of her father, Daniel Clark, will

recognized?"11

probate of the will was now attacked in the
and, in due course, set aside.12 All seemed
lost. But the decree revoking probate was in turn reversed by the
Supreme Court in Gaines v. Fuentes13 on the ground that the cause
should have been removed. This decision not only marked the distinction
between probate jurisdiction in rem, which is exclusively within the
province of the state courts, and probate jurisdiction inter partes, which
falls within the federal jursdiction when other jurisdictional requisites
are present,14 but it also kept Mrs. Gaines' claim alive. In the end, she
recovered her father's estate, though the final stages of the litigation
were carried on by her administrator.
By that time, although the
Supreme Court expressed grave doubts as to the soundness of her claims,
it refused to disturb the earlier adjudications.15 But Myra had quitted
the jurisdiction before those doubts were expressed. In her lifetime she
had been vindicated, and her heirs eventually received a tidy sum, sub
ject to attorneys' liens16 and subject to claims of pretended legatees
which were ultimately disallowed.17
It

was

not to be.

The

state courts of Louisiana

�

"Gaines

Orleans, 6 Wall. 642 (U. S. 1867) ; Gaines v. De La Croix, 6 Wall. 719
v. Lizardi, 1S4 U. S. 555 (1893).
"Gaines v. New Orleans, 6 Wall. 642, 718 (U. S. 1867).
fuentes v. Gaines, 25 La. Ann. 85 (1873).
u92 U. S. 10 (1876).
uSee Note (1930) 43 Harv. L. Rev. 462; cf. Markham v. Allen, 326 U. S. 490 (1946).
"See New Orleans v. Gaines's Adm'r, 131 U. S. 191, 219 (1888): "Then the evidence to
sustain the claims of Mrs. Gaines was so full of obscurities and improbabilities that a
possessor of land purchased from the representatives of Daniel Clark could not be blamed
for not giving it credence, and for resisting her suits to the utmost. We have given an
outline of the history of her litigation for the purpose of showing how great reason the
parties attacked in their possessions- had to defend themsleves with vigor. A full report
of the evidence would have shown it still more strongly. We cannot blame them for
making resistance. Although bound by the decisions that have been made by this court
in the matter, we cannot say, and no one can say, that there was not much evidence
v.

(U. S. 1867)

of

New

; Gaines

a very strong character in favor of a contrary conclusion. "laSemmes v. Whitney, 50 Fed. 666 (C. C. E. D. La. 1892) ; Goldthwaite

Fed. 668

(C. C. E. D. La. 1892)

;

Whitney

v.

New

Orleans,

54 Fed. 614

v.

Whitney,

50

(C. C. A. 5th,

1893).
"Matter of Gaines, 74 Hun. 95 (N. Y. 1893) ; Matter of
; Matter of Gaines, 84 Hun. 520 (N. Y. 1895).

1894)

Gaines,

83 Hun. 225

(N. Y.
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being
background somewhat more
he does the details of the litigation, particularly
doubts expressed by Bradley, J., in 1889,19 for in

Dr. Harmon's book does

lawyer, he treats the
comprehensively than
a

the later

stance,

ones.

are

The

justice

to his

subject;18 though,

not

factual and historical

not mentioned.

difficulty is that Dr. Harmon really never makes
validity of Mrs. Gaines' claims. Some chapters
breathe the "vindication of her claims" approach; others hint at sub
stantial doubts; and in the end he does not attempt to reach a decision.20
I am not suggesting that anyone can supply an approved solution
simply that the tone of the book might better have been consistent
throughout.
But these are not really serious criticisms. Dr. Harmon has treated
a complicated problem with competence and charm.
He has diligently
combed the sources, and has supplied a critical bibliography. A lawyer
might have written a different book, but with the whole tale fully set
out in the reports for all these years, no lawyer has ever ventured to
do so. The story of Myra Clark Gaines is now finally in book form,
and the profession should be grateful to Dr. Harmon accordingly.
A

substantial

more

up his

own

mind

as

to

the

�

FREDERICK BERNAYS

WIENER*

JUDICIAL ADMINISTRATION�by Maynard E. Pirsig.f
lishing Co., St. Paul, Minn., 1946. Pp. xxvii, 1017. $8.50.

CASES ON

This casebook is

West Pub

compilation of the cases and materials used by the
judicial administration at the University
of Minnesota Law School. In his preface, Professor Pirsig states that
the course is "premised on the fundamental principles, concepts and
methods employed in the administration of justice."1 A cursory examiauthor in

There
General

teaching

are

of

very

the

few

United

a

a course on

slips. Reverdy Johnson, one of Myra's lawyers, was Attorney
States, but never Solicitor General. 10 Dictionary American

Biography (1933)

112-114, 249.
15, supra.
"""The two sides were utterly irreconcilable, and there was nothing to do but fight it
out. That was done and the courts finally pronounced some things true and some
things
false, thus settling the case as far as the law could do; but to this day no one actually
"See

note

knows which claim

?Special Assistant

was

right." P. 398.
Attorney General, Department of Justice, Washington, D. C.

to the

tProfessor of Law, University of Minnesota.
1p. via.

The Georgetown Law
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nation of this casebook reveals it to be admirably suited to the exposi
tion and development of these fundamentals. Professor Pirsig's book
indicates that students at the University of Minnesota Law School
devote much time to a consideration of the philosophy and mechanics
of the administration of justice. Few law school curricula provide a
comparable opportunity to study the subject. In law schools where no
such course is offered the materials here presented could be used to
advantage by professors of jurisprudence, administrative law and
procedure.
Fortunately, Professor Pirsig has not restricted himself to a mere
collection of cases. The cases are there, carefully selected and accompa
nied by pertinent excerpts from books, law review articles, speeches,
etc. The first chapter, Justice as the Arm of the Legal Order, for in
stance, is practically all text material. Fragments of varying length on
the subject matter of the chapter from the pens of such men as William
Howard Taft, Dean Pound and Sir John Salmond occupy virtually the
entire thirty-two pages.
Chapter 2 is a 164-page exposition of The Adversary Method. Cases
and notes are presented to demonstrate the nature and operation of that

method and its relation to the administrative method. The scope of
subject precludes the author from probing very deeply. He does
manage, however, to give a wide sampling of the cases and materials

the

to this

problem.
chapter of 108 pages, Chapter 3, is devoted to the doctrine
of stare decisis, so often glossed over in the usual law school curriculum,
and so rarely understood by the average law school graduate. All law
schools might well take several leaves from Professor Pirsig's book at
this point. A substantial portion of the chapter is devoted to the some

pertaining

An entire

times acidulous comments of eminent members of the bench and bar

concerning' the

nature and

Most of the material

value of the doctrine of

developed in Chapter 4,

precedent.

on

The Determination

Facts, is covered in any sound course on the law of evidence.
Unless an adjustment has been made in the curriculum of the University
of Minnesota Law School, Professor Pirsig must here duplicate much
of the work done by the professor of evidence.
The chapters on the Organization of the Courts, Chapter 5, and on
The Judiciary, Chapter 6, are extremely informative and surprisingly
detailed. The discussion of the organization of the courts is much more
complete than anything this reviewer has ever seen in any course logi
cally covering this field.
of the

The evolution and

English days
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to the

development

of The

Legal Profession

from its

early

present time is succinctly presented in Chapter 7.

practice of the law, the meaning of "profession", and
profession are also discussed in that chapter. Over
crowding in the legal field, proposals for a limited bar, and considera
tions of the status of legal education follow in rapid order. Most of
the material naturally consists of excerpts from books and articles.
Somehow one cannot help but feel that the natural interest of the stu
dent in his chosen profession should prompt him to investigate these
questions of his own accord, without the necessity of the capsule-feeding
provided by an organized law school course.
The last chapter deals with the Agencies and Methods of Reform of
the administration of justice. The rule-making power of the courts,
judicial councils, pre-trial procedure, etc., are described and explained.
Most of the material should prove highly valuable to the fledgling
lawyer.
Professor Pirsig's work should be carefully examined by all those who
are responsible for law school curricula.
There is much to be admired
in the author's course and in his method of presentation. The wisdom
of adding a course such as this to an already crowded curriculum, how
ever, is highly debatable. Still, Professor Pirsig's book points out many
things which should be included in a standard legal education.

The unauthorized
criticisms of the

LEO A.

?Member of the Bar of the District of Columbia.

HUARD*

BOOKS RECEIVED
Dykstra,

Lillian G. and Gerald O.

McGraw-Hill Book

Co.,

New

The Business Law of Aviation.
N. Y, 1946. Pp. xvi, 523.

�

York,

$7.50.

Egerton, Robert Legal Aid. Oxford University Press,
N. Y., 1946. Pp. xvi, 160. $3.75.
�

Hayward, Norris L. The
Book Co., New York,
�

Contractors
N.

Y,

1946.

New

York,

Legal Problems. McGraw-Hill
Pp. 282. $2.50.

Lapp, John A. How to Handle Problems of Seniority. National Fore
men's Institute, Inc., Deep River, Conn., 1946. Pp. xiii, 295. $4.00.
�

Lorenzen, Ernest G. Cases on Conflict of Laws, Fifth Edition.
Publishing Company, St. Paul, Minn., 1946. Pp. 984. $8.00.
�

Werbin,

I. Vernon

Hill Book

Legal Phases of Construction Contracts. McGrawYork, N. Y, 1946. Pp. 282. $2.75.

�

Co.,

West

New

302

