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|. Introduction

Inventors and their companies frequently ask what they can do to stop a competitor
from "infringing" their patentable technology while they are prosecuting their patent
application. That question takes on greater importance to them when the application
process is taking what seems to be an inordinate amount of time. On the other hand,
competitors often ask about the effect of someone else's "patent pending” notice and
whether they can be sued for infringement. That question also takes on greater
importance when the competitor must decide whether or not to wait until the patent issues
and then invent around the patent, resulting in a potential loss of market share.

Those questions are of great importance to inventors and companies because they
spend thousands and sometimes millions of dollars to develop patentable technology.
They need assurance that they will receive patent protection for a particular duration.
Likewise, those who spend thousands or millions of dollars to make improvementsto, or
invent around, patented technology need assurance that if something is not patented, they
are free to use that which is unpatented or in the public domain.



Over the past century, in attempting to balance the competing interests of the would-
be patent holder and would-be infringer, courts answers to the above questions appear to
have come full circle. Early on, it appeared that the simple answer was that there could
be no infringement unless a patent had issued. Later, it appeared that there could be



[*572] liability for pre-issuance activity. In other words, if the equities appeared to favor
the anticipated patent holder, pre-issuance liability might be found under contributory and
inducing infringement theories. And, now, the answer again appears to be that there
cannot be infringement unless a patent exists. This can be seen in National Presto
Industries Inc. v. West Bend Co. nl

I1. Infringement Restricted to the Patent Term

In 1850, the United States Supreme Court stated in Gayler v. Wilder n2 that "no suit
can be maintained by the inventor against anyone. . . before the patent isissued.” n31n
1888 the Supreme Court further stated in Marsh v. Nichols n4 that "[u]ntil the patent is
issued there is no property right in it, that is, no such right as the inventor can enforce.”
n5

Throughout the 1990's, the lower courts and the Federal Circuit n6 have followed
the above axioms stated in Gayler n7 and Marsh. n8 They have stated that courts
cannot regul ate activity based upon an assumption that the claims which may eventually
issue will cover the activity to be regulated. n9



[*573] Indeed, regulating pre-issuance infringement activity erroneously assumes, at
least insome instances, that an application for patent will actually be made. nl10

In the Federal Circuit, as late as 1991, the propriety of being able to assume that any
particular claims will eventually issue was addressed. In Spectronics Corp. v. H.B. Fuller
Co., nll the context was a declaratory judgment action for a potential reissue patent.
The original patent had already been submitted to the PTO for reissue and defendant also
covenanted not to sue plaintiff for infringement of the original patent. The Federal Circuit
stated:

There is, however, no guarartee that the reissue patent will eventually issue.
Furthermore, even if Spectronics had an objectively reasonable apprehension about a
future suit based upon the reissue patent . . . Spectronics cannot demonstrate that its
present activity is potentially infringing any patent claims, since it is immune to suit
under the claims of the [original] patent, and no reissue patent claims yet exist by which
infringement vel non can be measured.

Before a patent issues, and during the pendency of a patent application in the PTO,
the courts have no claims by which to gauge an alleged infringer's conduct.
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Before issuance, what the scope of claims will be "is something totally
unforeseeable.” nl2

Notwithstanding the above axioms by the U.S. Sypreme Court, in Gayler n13 and
Marsh, nl14 lower courts recognize inequities that might arise prior to issuance of a
patent and which justify regulation. These inequities are regulated with contributory and
inducing infringement theories under 35 U.S.C. 271. nl5 The use of such theoriesin this
context has a long historical development which is described below. n16 Several of the
cases discussed are set forth in Table 1, below.
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I11. The Jones Trilogy: Early Contributory and Inducing Infringement Theories
Covering Pre-1ssuance Activity

The following trilogy of cases was decided between the 1950's and 1970's: Jones v.
Radio Corporation of America, nl17 Weyerhaeuser Timber Co. v. Bostitch, Inc. nl18
and Hauni Werke Koerber & Co., K.G. v. MolinsLtd. n19 These cases, referred to
herein as the Jones trilogy, are the basis for many later decisions which regulate pre-
issuance activity under the theories of contributory or inducing infringement. n20

A. Jones v. Radio Corporation of America

In Jones, n21 the plaintiff alleged that defendant Union Carbide intended to bring
about infringement through the taking of confidential information and passing it on to
other defendants. n22 Union Carbide moved to dismiss the action with regard to the
patent infringement claim and alleged that the acts attributed to it occurred before the
patent issued and so there could be no infringement. Nn23

Because Union Carbide did not sell a component of the patented device, the Jones
court found there could be no contributory infringement under 35 U.S.C.

271(c). n24 Nevertheless, the court found that other allegations fell within section
271(b), stating, "Prior to the enactment of the statute [35 U.S.C.

271] the courts had recognized as contributory infringers those who knowingly
committed an act without which infringement would not have occurred, even though they
did not sell a component of the patented combination. n25 The court continued:

As to the contention that the complaint should be dismissed because it alleges acts
prior to the issuance of the patent, it is enough to point out that the claim in the complaint
is not so restricted and the court will not assume that



[*577] the proof will be so limited. It is not as though the action had been commenced
prior to the issuance of the patent . . .. n26

Notwithstanding the court's apparent perception above that Union Carbide's alleged
acts were not solely pre-issuance, the Jones court went on to indicate:

Further, even though Union Carbide's acts were all performed prior to the issuance of
the patent, if they were performed with intent to infringe the patent when issued or with
intent that the infringing conduct continue after the patent was issued, they constitute
infringement. n27

Because the aleged acts of Union Carbide were not confined to matters that pre-dated
the patent issuance, the Jones court did not have to specifically hold whether pre-issuance
activity could itself be regulated. Therefore, the court's statements that pre-issuance
activity could be regulated in the presence of intent to infringe appear to be dicta. The
court gave no explanation of what constituted the necessary intent to infringe, nor did it
address the issue of how one could presently intend to infringe patent claims which have
not issued and of which one may not presently know the scope. The Jones court also
omitted an explanation of how one can presently intend to continue infringing conduct
after awould-be patent issues. Instead, the court smply appeared to rely upon prior case
law n28 and point out that Congress intended to reach "aiders and abettors"' under 35
U.S.C.

271. n29

What the Jones court gave to patent holders was the beginnings of a powerful tool,
although in the form of dicta. The court further opened the door to patent holder claims
that, even though no direct infringement existed since no patent had issued, contributory
infringement could still exist for pre-issuance activity. Thus, with the Jones decision,
patent holders could extend their reach of potential defendants, including ones with deep
pockets.

B. Weyerhaeuser Timber Co. v. Bostitch, Inc.

Four years after Jones, the District Court of Rhode Island in Weyerhaeuser added the
second case to the Jones trilogy and used the theory



[*578] of inducing infringement to find that pre-issue infringement could exist. n30
Weyerhaeuser was the assignee of an original patent and a reissue patent. n31 An ex-
employee of Weyerhaeuser's predecessor formed competing businesses referred to by the
court as "Engineering” and "Machinery." Seven months before the reissue patent issued,
"Machinery" granted to Bostitch a license to manufacture, sell and use certain machines
which allegedly infringed Weyerhaeuser s patent. Nn32 Under the license agreement
Bostitch was to aso receive drawings and patterns for use in manufacturing the
machines. n33 Certain allegedly infringing machines were sold to Bostitch, with the last
sale occurring about four months before the reissue patent issued. n34 The
Weyerhaeuser court relied upon Jones and found:

Granted that neither Engineering [the manufacturer] nor Machinery [the licensor] has
manufactured or sold flap cutters [the infringing devices] since the date of the reissue
patent, it is plain that an actual controversy exists between them, or one of them, and
Weyerhaeuser with respect to the reissue patent. It is undisputed that Bostitch has
indicated its intention to manufacture and sell flap cutters pursuant to the license granted
to it by Machinery and in accordance with the drawings and patterns prepared by the
latter. If, therefore, Bostitch is infringing the plaintiffs reissue patent by manufacturing,
selling and/or offering such flap cutters for sale, then Machinery, its licensor, is liable as
an infringer under [

271(b)] . ... n35

Asin Jones, the Weyerhaeuser court reiterated that

271(b) was designed to protect against one "who aids and abets the direct infringer.”
n36 And it relied upon Jones for such authority. n37 Furthermore, the Weyerhaeuser
court restated what Jones earlier indicated:

And even though the grant of said license and the delivery of said designs and
patterns occurred before the date of the reissue patent, such acts would constitute
infringing conduct if they were performed with intent to infringe the forthcoming reissue
patent or with intent that said infringing conduct would continue after the reissue patent
was granted. n38
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Interestingly, even though there were pre-issuance sales but no post-issuance
infringing sales, the court still determined that there was an intent to infringe during the
post-issuance period. Given the mere fact that sales stopped after the patent issued, a
likely conclusion would be that there was an absence of an intent to infringe during the
post-issuance period.

Still, the Weyerhaeuser court omitted a discussion of what constituted intent to
infringe. Perhaps this was due to the fact that it was "undisputed that Bostitch has
indicated its intention to manufacture and sell flap cutters pursuant to the license,” n39
although it was unclear from the court's opinion what evidenced that intention. Perhaps it
was the mere existence of the license agreement. The omitted discussion of what
evidenced an intent to infringe may also have been due to the fact that the licensor agreed
to indemnify Bostitch for infringement claims, n40 which might have been interpreted
by the court as an indication that future patent infringement was seen as a likelihood. In
any event, as in Jones, the Weyerhaeuser court did not indicate how Bostitch would know
the scope of the reissue claims before they issued and, thereby, form an intent to infringe.
N4l

C. Hauni Werke Koerber & Co., K.G. v. Molins Ltd.

In 1974 came Hauni  n42 which completed the trilogy of cases with Jones and
Weyerhaeuser. In Hauni, defendant Molins, England moved to dismiss the complaint on
the grounds that it did not itself engage in activities within the United States. n43 It did
not deny that its activities, if engaged in the United States, would have constituted
infringement of plaintiff's patents. n44 Further, Molins, England did not deny that
defendant Molins, USA, its wholly owned marketing subsidiary, had engaged in



[*580] activitiesin the United States which plaintiff alleged to constitute infringement.
n45

With reliance upon Weyerhaeuser, the Hauni court found active inducement by
Molins, England:

First, it is sufficient for liability under . . . [35 U.S.C.

] 271(b) that a party have "actively induced" an infringement by another. In this case,
the defendant, Molins, England, admits to having entered into a contract with the
defendant, Molins, U.S.A., calling for the importation and distribution in this country of
the parent's products, some of which are alleged to infringe on the plaintiff's patents.
n46

The court continued:

Even assuming the contract between Molins, England and Molins, U.S.A. was
negotiated and executed in England, it nevertheless contemplated performance in this
country; and, indeed, performance of the contract, in fact, took place in this country. . . .
The Court is inclined toward the view that Congress is empowered, aso, to impose civil
liability for extraterritorial acts which are intended to, and do, produce effectsin this
country. n47

In relying upon both Jones and Weyerhaeuser, the Hauni court analogized the
scenario therein to one of pre-issuance activity that is intended to be felt after the patent
ISSues:

[W]ith respect to inducements under 35 U.S.C.
271(b), it is noteworthy that the language of that section, unlike the language of

271(a) (the latter relating to direct infringements) does not, on its face, limit
application to acts committed "within the United States.” A reasonable inference is that
such limitation was intentionally omitted. Indeed, the position of one who commits
extraterritorial acts of inducement, the effects of which are contemplated to be felt in this
country, is not unlike that of one who commits acts of inducement prior to the issuance of
a patent for which application is pending, the effects of which are contemplated to be felt
after the issuance of the patent. n48

In afootnote, the Hauni court also indicated that 35 U.S.C.
271(a) islimited to "during the term of the patent therefor," while



271(b) does not have the same limitation. n49 The Hauni court did not mention that
such an interpretation might be considered an extension of



[*581] the patent term, nor did it refer to any case decision in that footnote. But that
footnote immediately followed the Hauni court's citation to Jones and Weyerhaeuser.
Therefore, one reasonable inference is that the Hauni court was suggesting that, under
decisions like Jones and Weyerhaeuser, courts could regulate inducing or contributory
infringement prior to the patent issuance since the statutory language did not restrict the
regulation to the patent term. This was so, notwithstanding the fact that neither Jones nor
Weyerhaeuser addressed that issue. Indeed, at least in Jones, the court did not have to
address the issue since the facts were such that the alleged infringing conduct started
before patent issuance and continued after issuance.

IV. Concurrent Decisions Contradicting the Jones Trilogy

A. Bissl, Inc. v. E.R. Wagner Manufacturing Co.

Three years after Weyerhaeuser, Bissall Inc. v. E.R. Wagner Manufacturing Co. n50
addressed the scenario wherein defendants copied a patented device with the knowledge
that relevant patent applications were pending. n51 The defendants continued to make
and use the accused device after the patent issued. n52 But prior to manufacture, patent
counsel advised defendants that in view of the prior art plaintiff would not obtain broad
protection and that defendants should avoid copying the patented device. n53 The court
held:

It is the established rule that no damages are allowable except for the period which
follows the grant of the patent for infringement of its claims during the term thereof. The
manufacture and sale of a copied device during the pendency of another's application for
a patent therefor does not constitute contributory infringement even though the life
expectancy of said product may extend into the term of the patent grant. Further, the
Radio Corporation case [i.e., Jones] and other decisions cited by plaintiff are not
authority for the contention that damages for contributory infringement would be
allowable for aperiod prior to infringement after issuance of a patent. n54
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The presence of an attorney opinion, athough marginally exculpatory, may have been
a persuadingfact for the Bissell court when weighing the equities of the case, which
courts seem to do even when notlegally required to do so. Still, the Bissell court was
correct in pointing out that Jones did not specifically hold that damages for contributory
infringement would be measured or calculated during the pre-issuance period. Y et, at the
same time, the Bissell court failed to point out that the Jones court omitted an indication
of any time period that would be relevant or irrelevant for calculating damages. That
omission was probably due to the fact the court was addressing a motion to dismiss, n55
which would not have required a determination of how damages are calculated.

B. Thomson Machinery Co. v. LaRose

Following Bissell came Thomson Machinery Co. v. LaRose, wherein the axiom was
repeated that there could be no infringement of a patent application during its pendency
in the Patent Office and before a patent issues. n56 The court noted that neither the
alleged infringer nor his counsel ever had access to the pending patent applications until
the patentsissued. n57 This reference to access or knowledge of the contents of pending
applications was in distinct contrast to the decisions in Jones and Weyerhaeuser. In
Weyerhaeuser, there could have been arguable knowledge or access by the infringer since
areissue patent was the subject of infringement, and the infringer presumably had access
to the original patent. But the Weyerhaueser court gave no clear indication as to whether
such knowledge was important. In Jones, there seemed to be no supportable, or at least no
discernible, argument for access or knowledge of the forthcoming claims to form an
intent to infringe. NnS8

In any event, the Thomson court explained the absence of lega effect of a"patent
pending” notice:

The letter dated January 25, 1957, advising of the pendency of Patent Holders
application was a unilateral and gratuitous act on the part of Patent Holders' counsel and
had no binding legal effect on Thomson. Furthermore, it certainly had no legal effect to
create an addition to the term of the apparatus patent to begin with the date of the letter
rather than the grant date of the patent,



[*583] and certainly did not arm Patent Holders with a self-created injunctive process
which prohibited Thomson from making, using or selling its accused device during the
pendency of the patent application under pain of answering in damages (treble) over a
period of time outside the limits set by the grant. n59

The Thomson court noted that there "can be no contributory infringement in the
absence of direct infringement, and direct infringement cannot occur prior to the grant of
the patent." n60 That recognition was aso in distinct contrast to the Jones trilogy of
cases. The Jones trilogy made no mention of whether the alleged contributory
infringement had to occur, at least to some extent, concurrently with the aleged direct
infringement. Instead, the Jones trilogy of cases appeared to assume without discussion
that the regulated contributory infringement need not occur concurrently with the direct
infringement as long as the direct infringement eventually occurred.

Furthermore, the Thomson court seemed to dispel entirely the risk of liability for pre-
issue activity which the Jones trilogy created, stating, "It is clearly erroneous to hold legal
assumption of risk in making, using, or selling any product not covered by a patent
existing at the time, but later found ex post facto to be covered by subsequently issued
patent.” n61 Relying on Bissell, the Thomson court further stated that the "manufacture
and sale of a copied device during the pendency of another's application for a patent
therefor does not constitute contributory infringement even though the life expectancy of
said product may extend into the term of the patent grant.” n62 The Thomson court may
have been suggesting that one may intend infringement to occur during the patent term if
the product life extends from the pre-issuance period and into the post-issuance period.
But that did not satisfy the Thomson court's requirements. Moreover, the Thomson court
specifically found Jones and Weyerhaeuser inapplicable: "[Jones] and other decisiors
cited by plaintiffs are not authority for the contention that damages for contributory
infringement would be alowable for a period prior to infringement after issuance of a
patent.” n63 The court continued, "In those cases cited by Patent Holders which involve
assessment of damages for acts performed pre-patent, the basis was an issue of unfair
competition or unjust enrichment



[*584] but not under the patent laws. . . . No recovery of any kind was awarded in
[Jones or Weyerhaeuser]." n64

C. Inject-O-Meter Manufacturing Co. v. North Plains Fertilizer & Chemical, Inc.

In 1971, the Fifth Circuit affirmed, in Inject-O-Meter Manufacturing Co. v. North
Plains Fertilizer & Chemical, Inc., the axiom that there can be no infringement before a
patent issues. n65 There, plaintiff claimed that the defendant manufactured infringing
devices prior to patent issuance but that the devices were in use during the patent term.
Plaintiff specifically claimed that component parts were purchased about a year before
the patent issued and that the infringing device had a useful life which would have
extended into the patent term. n66 There was no evidence that the infringing devices
were seeninuse. n67 In fact, defendant claimed that the components were purchased
only for experimentation and discarded before the patent issued. n68 It seemed apparent
that the plaintiff alleged direct infringement, not contributory or inducing infringement.
With little surprise, the Fifth Circuit affirmed the tria court s finding that there was no
genuine issue of fact and thus affirmed the grant of summary judgment of no
infringement. NG9

At the same time Hauni was being decided in, the Second Circuit was continuing the
axiom of no direct or inducing infringement before the issue date of the patent in Foster
v. American Machine & Foundry Co. n70 Relying on an earlier Court of Claims
decision in Coakwell v. United States, n71 the Foster court determined that it needed to
separate sales made prior to and after the patent issue date to calculate damages. n72
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V. Refinement of Contributory and Inducement Theories to Reach Pre-l1ssuance
Activity

A. Dawson: Developing Rationale for Reaching Pre-1ssuance Activity

In 1980, the Supreme Court decided Dawson Chemical Co. v. Rohm & Haas Co.,
n73 but did not specificaly address the issues raised in the Jones trilogy. The case is
important nevertheless because the Court further focused the rationale for having a
contributory infringement theory. The decision is also important for addressing the
sometimes conflicting doctrines of patent misuse and contributory infringement. Perhaps
most importantly, Dawson appears to give a possible explanation of why the Federa
Circuit reached the decision it did in National Presto - a line had to be drawn to slow the
increasing use of contributory infringement which, in effect, extended the patent term.

The Dawson court reviewed a Fifth Circuit decision which noted that prior to the
patent issuance, the defendant Rohm & Haas allegedly coerced distributors into refusing
to purchase propanil from anyone other than themselves. n74 This was done by threats
that uncooperative distributors would be cut off from such supply after the method patent
issued and which utilized propanil. n75 The Fifth Circuit had stated:

Since the right to exclude is created by the patent grant and an inventor cannot sue
anyone for using his invention before the patent is issued, Gayler v. Wilder, . . . such
coercive attempts to gain exclusivity before a patent issues may well constitute misuse.
Since the court below has not addressed these contentions, we leave them for another
day.... n76

The Fifth Circuit discussed, in dicta, the issue that any exclusivity asserted before a
patent issues might constitute patent misuse. n77 Thus, at least implicitly, one who
alleges contributory infringement for conduct only



[*586] prior to the patent issuance might be considered to be guilty of misuse. n78 The
Jones trilogy did not address the misuse issue.

When the matter reached the Supreme Court, it was noted that the doctrine of
contributory infringement involved competing interests:

The idea that a patentee should be able to obtain relief against those whose acts
facilitate infringement by others has been part of our law since [1871]. The idea that a
patentee should be denied relief against infringers if he has attempted illegally to extend
the scope of his patent monopoly is of somewhat more recent origin, but it goes back at
least as far as [1917]. The two concepts, contributory infringement and patent misuse,
often are juxtaposed, because both concern the relationship between a patented invention
and unpatented articles or el ements that are needed for the invention to be practiced. n79

The Supreme Court provided an extended explanation of the historical development
of contributory infringement. n80 In referring to Wallace v. Holmes, n81 the Supreme
Court said that the Wallace court "permitted the patentee to enforce his rights against the
competitor who brought about the infringement, rather than requiring the patentee to
undertake the almost insuperable task of finding and suing al the innocent purchasers
who technically were responsible for completing the infringement.” n82 Still relying
upon Wallace, the Court said:

[ The contributory infringement doctrine] exists to protect patent rights from
subversion by those who, without directly infringing the patent themselves, engage in
acts designed to facilitate infringement by others. This protection is of particular
importance in situations . . . where enforcement against direct infringers would be
difficult, and where the technicalities of patent law make it



[*587] relatively easy to profit from another's invention without risking a charge of
direct infringement. n83

The Court then characterized the history of contributory infringement:

The difficulty that the doctrine has encountered stems not so much from rejection of
its core concept as from a desire to delimit its outer contours. . . . The judicia history of
contributory infringement thus may be said to be marked by a period of ascendancy, in
which the doctrine was expanded to the point where it became subject to abuse, followed
by a somewhat longer period of decline, in which the concept of patent misuse was
developed as an increasingly stringent antidote to the perceived excesses of the earlier
period. n84

As with the Fifth Circuit, the Supreme Court recognized the conflicting interests
involved stating, "we agree with the Court of Appeals that the concepts of contributory
infringement and patent misuse rest on antithetical underpinnings, " n85 and continuing,
"If both the patent misuse and contributory infringement doctrines are to coexist, then,
each must have some separate sphere of operation with which the other does not
interfere” n86

The Court continued:

Congress chose a compromise between competing policy interests. The policy of free
competition runs deep in our law. It underlies both the doctrine of patent misuse and the
general principle that the boundary of a patent monopoly isto be limited by the litera
scope of the patent claims. But the policy of stimulating invention that underlies the
entire patent system runs no less deep. And the doctrine of contributory infringement,
which has been called "an expression of both of law and morals' can be of crucial
importance in ensuring that the endeavors and investments of the inventor do not go
unrewarded. n87
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B. The Proctor & Gamble Trilogy: Required Krowledge for Pre-1ssuance Regulation

1. Goodwall Construction Co. v. Beers Construction Co.

One year after Dawson, in Goodwall Construction Co. v. Beers Construction Co.,
n88 a district court discussed the requisite knowledge for inducing infringement under a
motion for summary judgment. n89 The patent involved a method of finishing concrete
surfaces of buildings. n90 Plaintiffs claim of direct infringement was not brought before
the court. n91 Plaintiffs claimed that Southern Bell, after learning of the patent claims,
urged and encouraged Beers, a general contractor, to continue construction of Southern
Bell'sbuilding. n92 This was after Beers had prepared various test panels over two years
to develop a surface finish acceptable to Southern Bell. n93 Two months before the
patent issued, plaintiffs advised Beers of the pending application, and Beers informed
Southern Bell of the application. Nn94 The patent issued four months after the texturing
of the outside surface of the Southern Bell building began. n95 Plaintiffs advised
Southern Bell of the patent upon issuance. n96

Notwithstanding the above, the Goodwall court said that there was no evidence that
Southern Bell knew of the pending application. n97 It further found that even though the
construction contract between Beers and Southern Bell required the latter to reimburse
the former for the cost of toals, it could not be said that Southern Bell encouraged the use
or selection of tools. n98 Additionally, the court found that Southern Bell's inspection of
the texturing results was not evidence of inducement. n99
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The Goodwall court's explanation for finding no inducement was essentially that
Southern Bell was carrying out a construction contract entered into long before the patent
issued:

It cannot be serioudly argued that Southern Bell entered into its contracts with Beers
with any thoughts of plaintiffs patent in mind. Indeed, the initial 1976 contract was
signed prior to Gooden's submission of a patent application. The 1977 construction
contract was signed almost two years before the issuance of plaintiffs patent. . .. The
initial construction contract between Beers and Southern Bell held Beers to a January 1,
1978, completion date. When the contract was amended . . . it was necessary to move the
scheduled compl etion date to December 1, 1980. Under these circumstances . . . the court
finds that Southern Bell was . . . free to enforce the provisions of its contract with Beers.
n100

The stage was set after Goodwall, ironically in another trilogy of cases, for the
Federa Circuit s later position in National Presto  n101 on the issue of contributory
infringement regulating pre-issuance activity. The three cases were Proctor & Gamble
Co. v. Nabisco Brands, Inc., nl02 Mixing Equipment Co. v. Innova-Tech Inc. n103
and Upjohn Co. v. Syntro Corp. n104 The Proctor & Gamble trilogy picked up where
the Jones trilogy left off - defining the intent necessary in the pre-issuance context for
contributory and/or inducing infringement liability to attach.

2. Proctor & Gamble v. Nabisco Brands, Inc.

The Proctor & Gamble court considered a patent for a method of manufacturing
ready-to-serve cookies. n105 Plaintiff alleged that defendants induced retailers to
infringe the patent "by selling large quantities of their cookies to retailers just before the
patent issued with the 'knowledge, belief or expectation' that a substantial portion of the
cookies would be sold by the retailers after the patent issued.” n106
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The defendants responded by moving to dismiss the inducement of infringement
clam for failure to state aclaim. n107 Defendants made three primary arguments. First,
the defendants claimed that inducement required knowledge that the acts would result in
infringement, not simply knowledge of a pending application. n108 Second, according
to defendants, there could be no liability for inducement based on acts before the patent
issued. n109 Third, defendants argued that simultaneous actions for direct and inducing
infringement were improper. nl110

The Proctor & Gamble court agreed with defendants' first argument. The court
pointed out that 35 U.S.C.

271(b) does "not explicitly require knowledge," but most courts have imposed
liability only for "knowing and intentional inducement.” n111 The court specifically
held that "mere knowledge" of a pending application was insufficient to satisfy the
required knowledge for inducement. n112 According to the Proctor & Gamble court, a
contrary "conclusion would be tantamount to extending the period of monopoly based on
speculation because there would be no definite knowledge that a patent will issue and
what the claims parameters of the patent will be." n113 Although the court cited no
authority for its reasoning, it was clear that such reasoning had been used by courts in the
late 1800's. nl114 Finaly, the Proctor & Gamble court suggested that plaintiff's burden
of proof was two-fold in order to establish liability in the pre-issuance context: plaintiff
must prove that defendants "knew that a patent would issue,”" and defendants knew that
the patent "claims would cover defendants products.” nl115

In responding to defendants second argument, the court determined that there was
little authority on whether section 271(b) applied to pre-issuance actions. n116 Thus, the
Proctor & Gamble court resorted to an analysis of the explicit statutory language and
legidative history. First, the court noted that the language of section 271(a) contained
geographical and temporal limitations of liability, namely, in the United States and



[*591] during the patent term. n117 Next, the Proctor & Gamble court determined that
other courts,perhaps including Hauni, have exhibited a "willingness . . . to disregard
national boundaries’ for inducement claims. n118 As such, the Proctor & Gamble court
reasoned that it would be "most difficult to argue that temporal limitations do apply”
under section 271(b). n119 But the court did not stop there. It continued to reason that
"logic suggests' that one should be liable for inducement regardless of when the acts
occurred, as long as direct infringement results. Nn120 Y et, the court |€ft it quite unclear
as to how logic supposedly dictated that conclusion.

The Proctor & Gamble court continued by exploring the legisative history of section
271(b), and reiterated that contributory infringement was a "broad equitable doctrine
designed to cover activities. . . which intentionally contributed to direct infringement.”
n121 Having said that, the court noted that on a "practical” basis plaintiff could not bring
an action, or presumably multiple actions, against thousands of retailers for direct
infringement. The court also noted that defendants arguably avoided direct infringement
by "rushing shipments" to the retailers before the patent issued. n122 Therefore, in the
court's view, plaintiff had no practical remedy for direct infringement. To complete its
reasoning, the Proctor & Gamble court then found that other courts in numerous
decisions, and specifically the Jones trilogy, have concluded that inducing infringement
covers pre-issuance activities. n123

Notwithstanding its broad statements, the Proctor & Gamble court did make it clear
that even though it was controlling pre-issuance activities, damages would be based only
on direct infringement during the patent term. n124 Doing so, according to the court's
perspective, would not have the effect of extending the patent monopoly. n125 Rather, it
would protect the patent holder from infringing acts during the patent term and for which
the holder would otherwise have no practical remedy. n126 The



[*592] Proctor & Gamble court summarily dismissed defendants arguments regarding
simultaneous direct andinducement claims. nl27

What distinguished Proctor & Gamble, in part, from the Jones trilogy were the
arguably greater number of equitable factorsin Proctor & Gamble. There was the
argument that defendants were flooding the marketplace, although the opinion omitted
any reference to what numbers allegedly constituted flooding. There was also the
argument that defendants were rushing to the market place just before the patent issued,
although the opinion omitted a reference to the particular time frame involved. These so-
called equitable factors appeared to be another way for the court to say that direct
infringement was intended or expected during the patent term. It is questionable whether
the defendants in Proctor & Gamble intended or wanted the subsequent sales by retailers
to necessarily occur during the patentterm. Instead, it seems reasonable to believe that a
rational manufacturer would want retail sales to occur as soon as possible. That would
presumably result in a greater return to the manufacturer and earlier re- orders from the
retailers. As such, the Proctor & Gamble equitable factors seem to be more of a
description of how manufacturers act in accordance with good business practices, rather
than a description of some improper intent to cause harm to the prospective patent holder.

Additionally, the Proctor & Gamble court, unlike the courts of the Jones trilogy,
noted the potentia patent misuse arising from an extension of the patent term. n128
That concern was met by the Proctor & Gamble court by calculating damages based upon
what occurred during the patent term, n129 and presumably excluded facts that occurred
pre-issuance. Indeed, it was that same concern which the Thomson court found troubling
and which led it to find Jones as being no authority for awarding damages for pre-
issuance activity.

3. Donaldson Co. v. Pneumafil Corp.

Donaldson Co. v. Pneumafil Corp. n130 was also decided at about the same time as
Proctor & Gamble. There, the defendant began development of its product, a dust
collector, in 1978 for the Middle East market. In 1979, the defendant provided another
company with the plaintiff's device for analysisin an effort to equal or better plaintiff's
device. In early 1980, development work on the defendant s device was essentially



[*593] complete and the defendant learned of the plaintiff's Canadian patent. By the
time plaintiff's UnitedStates patent issued in August 1980, defendant had expended more
than $ 180,000 in development costs. It was also at that time that defendant contacted its
patent attorney who advised that plaintiff's patent was invalid and noninfringed. n131

The matter was tried to the court without ajury. The Donaldson court explained why
there was no infringement liability:

The evidence shows that defendant's engineers examined plaintiff's cartridge system
and attempted to equal or better its performance. This does not mean, however, that
defendant infringed plaintiff's patent, if it were valid. The court credits defendant's
witnesses testimony that defendant had begun its development of the pulse jet cartridge
system independently and in response to the growing Middle East market and that its
development was parallel to and not based on a copying of plaintiff's development of its
pulse jet cartridge system. The court finds further that the essential aspects of defendant's
system were devel oped well before the issuance of plaintiff's patent and that defendant
did not violate that patent by production of the already-developed product after issuance
of the patent. n132

The Donaldson court did not specifically address the possibility that the defendant
may have been subject to some type of pre-issuance liability, athough the factua
scenario seemed ripe for such an argument. The defendant was aware of plaintiffs
foreign patent before the United States patentissued. Thus, defendant could have faced
the argument that it had knowledge of plaintiff s foreign patent claims and therefore had
an intent to infringe the United States patent since defendant proceeded forward with
producing the infringing device in the face of such knowledge. On the other hand, the
facts in Donaldson seemed to indicate that the equities sided with the defendant, who was
essentialy trying to invent around plaintiff s soon to be patented device. That type of
balancing analysis seems more appropriate than merely looking at the fact that the would-
be infringer had knowledge of the patent claims and brought its competing product to the
market. In that fashion, recognition is given to the equally legitimate needs of the would
be infringer to design around a potentially issuing patent.
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4. Mixing Equipment Co. v. Innova-Tech, Inc.

In 1986, Mixing Equipment n133 was decided, in which the plaintiff completed
eight sales of its allegedly infringing equipment prior to the patent issuance. Plaintiff
sought a summary judgment as to those prior sales on the argument that one could not be
liable for patent infringement until a patent issues; therefore, there can be no derivative
(i.e., inducing or contributory) infringement. Nn134 The Mixing Equipment court took
note of the long held axioms stated in Gayler v. Wilder and Coakwell v. United States,
namely, that a patent infringement suit cannot be maintained until a patent issues and that
there can be no infringement before a patent issues. n135 It also recognized the
"elementary" rule that there cannot be contributory or inducing infringement without
direct infringement. n136

But the court nevertheless considered that the equities justified pre-issuance
regulation:

Unfortunately, such direct infringement liability can prove unwieldy. Under this
procedure, a person having access to the inventor's forthcoming patent could rush the
invention into production, manufacture scores of the product without the inventor's
approval, and market them nationwide. By the time the patent is eventually issued, the
wrongdoer would escape liability under the Supreme Court's ruling in Gayler because he
could not be sued for infringing an as-yet-unissued patert. Thus, the inventory [sic]
would have actions only as against the purchasers of the wrongdoer's product which,
assuming nationwide sales, would make a meaningful infringement recovery unpalatably
expensive. . . . [I]f the Gayler restriction against pre-issuance liability is applicable to
these causes of action [for contributory and inducing infringement], the inventor faces the
same dilemma he encountered in a direct infringement action: his effective lega remedy
is eviscerated by an infringer's early access to his invention and he is left with the
potentially enormous burden of proceeding against the numerous direct infringers who
purchase the copied product. n137

Arguably, much of the court s language might properly be considered dicta. Only
eight sales of equipment were at issue. There was no discussion of whether those
particular eight sales were made nationwide, et aone in a fashion that made direct
infringement actions impracticable.



[*595] Further, the court gave no explanation of how the alleged infringer rushed to the
market and then flooded it with infringing products.

Still, the Mixing Equipment court found the discussion in Proctor & Gamble
persuasive. n138 In particular, reliance was made on the language in Proctor & Gamble
that the plaintiff flooded the market with the knowledge that resales would occur after the
patent issued. n139 There was equal reliance on the reasoning in Proctor & Gamble that
there would be no extension of the patent monopoly since the direct infringement at issue
occurred within the patent term.  n140 The Mixing Equipment court also referred to
Jones for further support that pre-issuance acts done with the intent to infringe a later
issued patent are actionable. nl141

Finally, the Mixing Equipment court set forth the elements necessary for finding
liability for pre- issuance conduct: (1) the defendant acted "knowingly" to induce or
contribute to infringement; (2) the defendant's acts "culminated" in direct infringement;
and (3) the direct infringement occurred within the patent term. n142 Because the court
then found a dispute over whether the alleged infringer "acted knowingly in
consummating the eight sales,” summary judgment was denied. n143 Interestingly,
however, the court did not indicate what facts of knowledge were offered by the parties.
Moreover, the court did not explain its perception of how one acts "knowingly."

Before the Proctor & Gamble trilogy was completed, the Eastern District of
Tennessee decided Mendenhall v. Astec Industries Irc. n144 In Mendenhall, the reissue
patent involved was for a method for recycling asphalt. n145 Astec made the argument
that its recommendations to customers which allegedly constituted inducement stopped
before issuance of the patent. Nn146 Although not explicit from the opinion, Astec may
have been making the argument that if its inducing conduct stopped before the patent
issued, there could be no inducing infringement. But the court found that the evidence
indicated continued promotion and recommendations to customers presumably after the
patent issued. n147 Thus, there was



[*596] a missed opportunity for the court to give its opinion of how acts solely limited
to pre-issuance can orcannot constitute inducement.

5. Upjohn Co. v. Syntro Corp.

In 1990, Upjohn, n148 in which a patent for a genetically engineered virus was at
issue, was decided. Syntro had created a wholly-owned subsidiary named SyntroVet to
manufacture and market the virus. n149 The plaintiff alleged that Syntro was directly
infringing and inducing infringement of the patent at issue. N150 SyntroVet was not a
named party in the subject lawsuit, but was a party in a separate infringement action
arising from essentially the same facts as the subject lawsuit. n151 Syntro mowved to
dismiss, which the court treated as a motion for summary judgment. n152 One of two
guestions presented was whether Syntro could be liable for willful inducement of
infringement. n153

Syntro denied that it made, used, or sold the infringing product, but admitted that its
subsidiary made and sold it. n154 Upjohn attempted to use Syntro s filings with the
Securities and Exchange Commission, as well as Syntro sfinancial statements, to dispute
Syntro's denial of making, using, or selling. Nn155 The court still found no direct
infringement by Syntro, but did find willful inducement of infringement. Nn156

The Upjohn court rejected the argument that the direct infringer must be a party to the
suit in order for a claim of inducement to stand. n157 Syntro argued that since it had no
knowledge of the scope of the patent, it could not have knowingly induced infringement
of the patent yet to issue or, alternatively, there could be no liability for pre-issuance
activities. n158 In reply, Upjohn argued that pre-issuance activity which culminates



[*597] in direct infringement during the patent term is actionable, and Syntro should be
charged with"knowledge of direct infringement after the issuance of the patent." n159 In
support of its argument, Upjohn claimed that Syntro devel oped the product, set up the
manufacturing subsidiary, and encouraged the use of the product. n160 The court
determined that Syntro's " continuous encouragement of SyntroVet's manufacture and sale
of the product” was the "essence of any inducement claim.” nl161

Regarding knowledge, Syntro conceded that it knew of the pending patent
application, but still argued that that was insufficient for knowing inducement. n162
Upjohn countered that Syntro knew the "exact nature” of the patent because it had a copy
of the patent application. n163 Because of the factual dispute of knowledge, the court
denied summary judgment. n164 Moreover, the Upjohn court rejected Syntro's pre-
issuance argument by relying upon its earlier decision in Proctor & Gamble. n165 The
Upjohn court pointed out that its earlier decision rejected the argument that a temporal
restriction applied to inducement claims. n166 It aso noted that while its earlier
decision referred to a situation of rushing to the market, that decision was not so limited.
nl67

From the written opinion of the Upjohn court, it was unclear what patent application
Syntro allegedly possessed. In other words, it was unclear whether Syntro had the initial
application as filed and/or subsequent amendments. Such facts are important to determine
the level of knowledge one might have with regard to the claims that eventually issue.

For example, if Syntro had copies of the initial application and al amendments through a
notice of allowance, it would seem close to impossible for Syntro to argue that it had
insufficient knowledge.
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V1. National Presto: Current Federal Circuit View

In 1993, National Presto Industries Inc. v. West Bend Co. n168 was decided at the
district court level, which involved a patent for a vegetable cutting device. n169 West
Bend moved for summary judgment based on invalidity and noninfringement or,
alternatively, for nonrecovery of damages for pre-issuance sales. nl170

The court noted that Presto filed its patent application in 1990, and that both the
plaintiff and defendant were marketing vegetable cutting devicesin 1991. n171 In June
1991, Presto learned that West Bend was considering the introduction of an electrical
vegetable cutting appliarce. nl172 Presto then contacted West Bend to arrange a meeting
so a determination could be made as to whether West Bend's contemplated appliance
would infringe the pending patent claims. n173 West Bend declined. n174

In July and November 1991, West Bend agreed to indemnify two of its customers
from patent infringement relating to West Bend's product which was first sold in
September 1991. On November 15, 1991, Presto advised West Bend that the former's
patent application had been allowed. On November 25, West Bend agreed to meet with
Presto to disclose the patent application. On November 26, Presto sent West Bend a copy
of the allowed claims.

With the above facts, Presto argued that knowledge of the patent should have been
"Iimputed" to West Bend since it had the opportunity but refused to learn the contents of
the pending application. n175 Presto also argued, just as the defendants did in
Weyerhaeuser, nl176 that West Bend's intent to infringe was evidenced by its
indemnification agreements



[*599] with its customers. nl177 It further argued that West Bend could have avoided
infringing salesif it had accepted the offer to view the patent. nl178

The digtrict court in National Presto relied on Proctor & Gamble to initially note that
direct infringement can only occur during the patent term, whereas inducing and
contributory infringement liability can occur before the patent term. n179 The court then
recited the three elements identified in Mixing Equipment which that court found are
necessary for a finding of pre-issuance liability. n180 The court then explained:

For liability to attach, the accused must know that the product it markets prior to the
issuance of the patent will "be the subject of infringing retail sales to the public after the
patent issued.” This burden is a difficult one to meet because the accused is unlikely to
know the contents of a patent prior to its issuance absent exceptional circumstances. Mere
knowledge that a patent is pending is not enough. n181

The district court continued by referring to the reasoning in Mixing Equipment and
Upjohn for upholding pre-issuance regulation. n182 The court found Presto's arguments
unpersuasive:

West Bend was entitled to avoid acceding to Presto’'s terms, which included
disclosing its competing product to Presto. Assuming that it is ever appropriate to impose
constructive knowledge of a competitor's pending patent, | decline to do so on these facts.
n183

Because the record was silent as to West Bend's conduct after receiving "a copy of the
pending patent on November 25," and since there was no evidence of "predatory sales or
other inequitable conduct,” the court denied the motion for summary judgment. n184

On appeal of the summary judgment and jury verdict to the Federal Circuit, Presto
argued that West Bend flooded the market with its competing device just months before
the patent issued. n185 Presto claimed



[*600] that West Bend "fully expected that its shipments to retailers in the weeks before
patent issuance would be resold in part after patent issuance.” n186 According to Presto,
liability under section 271(b) should have depended on whether West Bend's customer's
infringement was "directly, foreseeably, and intentionally” caused by West Bend,
irrespective of when West Bend acted. n187 To support its clam that West Bend had
"knowledge and culpable intent,” Presto relied on West Bend's indemnification
agreements with its customers for future infringement liability. n188 Presto further
argued that it should be entitled to damages for those devices "placed into commerce"
during a "reasonable period" before the patent issued. Nn189

West Bend countered that there can be no direct infringement liability for a pending
patent application, and the same limitation applies similarly to inducement. n190
According to West Bend, "much can happen to prevent or delay the patent grant, and
there are many opportunities for abuse by patentees.” n191 Additionally, West Bend
claimed that a patent pending notice imposes no liability, but ssimply acts as a notice of
potentia protection. n192

The Federa Circuit's analysis began by noting that it has previously observed that
section 271(b) liability seeks to prevent "actively and knowingly aiding and abetting
another's direct infringement.” n193 In the Federal Circuit's analysis, the district court
had held that West Bend could not be liable for its customer's infringement which was
based upon West Bend's pre-issuance activity even if West Bend had acted in "bad faith.”
n194 The Federa Circuit viewed the issue before it as whether section 271(b) provides a
remedy "against persons who deliberately place later- infringing items into the chain of
commerce before the patent issues.” nl195

The Federal Circuit reviewed the decisions in Jones, Weyerhaeuser, Proctor &
Gamble, Mixing Equipment, and Upjohn. n196 It nevertheless



[*601] held that as a matter of law, section 271(b) "does not reach actions taken before
issuance ofthe adverse patent.” n197 Furthermore, the Federal Circuit believed that
liability could not be "imposed retrospectively, to make illegal an act that was not illegal
when it was done.” n198

The "particularly egregious actions' by West Bend, as referenced by the district court,
were considered by the Federal Circuit. n199 The court stated that "improper actions’
like those in Proctor & Gamble for "illicit delay of patent issuance, and other misconduct
of the nature of fraud and unfair competition™ would still be actionable. Nn200 But the
"general rule” was that inducement under section 271(b) would not lie for acts before the
patent issued. n201

VII. Implications of National Presto

The Federa Circuit in National Presto did not express whether contributory
infringement under section 271(c) could hold a party liable for pre-issuance activity.
Arguably, there should be no pre- issuance liability for contributory infringement under
the Federal Circuit's reasoning. Both inducement and contributory infringement were
borne out of the theory of aiding and abetting. If both were from the same source theory,
reason suggests that both would be treated the same by the Federal Circuit. n202 Such a
view must be taken almost by default, since the Federal Circuit gave no explanation of
why the Jones trilogy and/or Proctor & Gamble trilogy were decided wrongly or
inapplicable.

If one accepts that neither inducement nor contributory infringement can exist for pre-
issuance acts, the next question is whether the would-be infringer can "knowingly"
proceed in the face of a pending patent without liability, irrespective of the liability
theory. The short answer seems to be "no." According to the Federa Circuit in National
Presto, it explicitly left open potential liability for misuse and unfair competition. n203
As such, the same actions that might previously have



[*602] been aleged to constitute inducement or contributory infringement might now be
alleged to constitute misuse or unfair competition.

Furthermore, pre-issuance acts that might not suffice for liability as inducement or
contributory infringement might yet set the stage for awillful infringement action. As an
example, one might gain pre-issuance knowledge of another's pending patent claims.
Those claims might even have been allowed, but not yet issued. Under National Presto, a
would-be infringer might claim that there is no liability for pre-issuance acts and proceed
to manufacture the supposedly infringing device before the patent issues. After the patent
issues, the would-be infringer might continue to sell the infringing device until receiving
an opinion of counsdl that persuades the infringer to stop sales.

In the face of alawsuit or the threat of one, the would-be infringer in the above
scenario might claim that he could not have knowingly infringed claims that had not yet
issued, relying on State Industries, Inc. v. A.O. Smith Corp. n204 Therein, the Federal
Circuit said that to "willfully infringe a patent, the patent must exist and one must have
knowledge of it." n205 But the Federal Circuit has subsequently indicated in Gustafson
Inc. v. Intersystems Industrial Products Inc. that State Industries did not set forth a per se
rule. n206 According to Gustafson, one must consider the "totality of the circumstances'
to determine willfulness. n207 Moreover, the Gustafson court indicated that willfulness
is a question of the actor's intent, which can be inferred from "all the circumstances.”
n208 Therefore, the would-be infringer should not brazenly ignore the pre-issuance
knowledge it possesses, and proceed with the idea that it can escape liability for
inducement or contributory infringement. Doing so might be exposing the would-be
infringer to something far worse than pre-issuance liability, namely, increased damages
for willfulness.

Given the potential for increased damages based on willfulness, the practical effect of
National Presto may not be as great as one might initially perceive. If the would-be
infringer stops all activities once the



[*603] patent issues, then the infringer would seem to be free from any liability, at least
from patent theories. n209 If the would-be infringer intends to continue his acts after the
patent issues,then the knowing infringer may temper his pre-issuance actions in an effort
to avoid potertially enhanced damages for post- issuance infringement.

So when a patent holder now asks what can be done to stop an infringer while a
patent is pending, a response might be that the infringer should be placed in a position of
knowledge of the pending claims. That will tend to increase the risk of damages to which
the infringer might eventually become liable. And with increased risk, the would-be
infringer might have a second thought about proceeding with his activity. For the would-
be infringer who now asksiif it is possible to be sued while a patent is pending, the
answer seems to be "no," as long as the infringing activity stops when the patent issues.

VI1I1. Conclusion

National Presto may be but another attempt at what courts have attempted to
acconplish over the past century N balancing the competing interests of the would-be
patent holder and the would-be infringer. The would-be patent holder needs to protect its
investment. The would-be infringer has an interest in prohibiting the extension of
another's patent term beyond the statutory grant. Perhaps National Presto is part of the
cycle described by the Supreme Court in Dawson Chemical, and the Federal Circuit is
now at a point where the doctrine of patent misuse is being used to restrict the perceived
overextension of the contributory infringement doctrine. If that is the case, one should
anticipate the Federal Circuit further defining what it described as a "genera rule”
announced in National Presto.

On apractical level, the consequence from the National Presto decision is that would-
be patent holders and would-be infringers have a greater degree of certainty about when
infringement can occur. On a philosophical level, the benefits of patentable
devel opments might now be considered lessened since the ability to stop would be
infringers has lessened. It only seems logical that with less benefits to patentable
developments comes greater investment risks and, thus, fewer investments in new
technology.
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