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A good trial, promptly held, with only such discovery as comes
out in the trial and as a court may thereafter find to be necessary,
is not a bad idea to pursue for intellectual property cases or for other
cases.

Survey

"Intellectual Property" is the broad heading under which is
grouped the more specific areas of patent law, trademark law, copy-
right law, and trade secret law. During the past term the Fifth
Circuit concentrated its notable decisions in the patent law area.'

In accordance with its Constitutional grant' Congress has en-
acted an extensive framework of statutory guidelines under the Pat-
ent Act' giving limited monopolistic privileges4 to inventors of "any
new and useful process, machine, manufacture, or composition of
matter, or any new and useful improvement thereof."' The Act sets
forth nine major requirements for a valid patent; five substantive
requirements defining what may be patented and four procedural
requirements defining the steps necessary to obtain the patent.' The

1. Two trademark cases were decided by the court: American Heritage Life Ins. Co. v.
Heritage Life Ins. Co., 494 F.2d 3 (5th Cir. May,1974) (while the doctrines of res judicata and
collateral estoppel are not involved in connection with Patent Office proceedings, the district
court is to accept Patent Office determinations as controlling absent evidence that, in charac-
ter and amount, carries thorough conviction); Sheila's Shine Prods., Inc. v. Sheila Shine, Inc.,
486 F.2d 114 (5th Cir. Oct.,1973) (because a state is an appropriate territory by which to
define trade areas when two parties are competing over the right to use the same trademark,
a user may abandon a trademark in certain states without abandoning it in others).

2. U.S. CONST. art. I, § 8, providing Congress shall have power "To promote the Prog-
ress of Science and the useful Arts, by securing for limited Times to Authors and Inventors
the exclusive Right to their respective Writings and Discoveries .

3. 35 U.S.C. §§ 1-293 (1970).
4. Id. at § 154, providing:

Every patent shall .. .grant to the patentee, his heirs or assigns, for a term
of seventeen years, , . . the right to exclude others from making, using, or selling
the invention throughout the United States . ...

5. 35 U.S.C. § 101 (1970).
6. See E. KrrcH & H. PERumAN, LGAL RGULATION OF THE COMPErrTIVE PROCESS 640

(1972), setting forth the nine requirements for a patent:
The five substantive requirements are:

1. Patentable subject matter (§ 101);
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compliance with one of the essential procedural requirements of the
Act7 was contested in a significant decision before the Fifth Circuit
in In re Yarn Processing Patent Validity Litigation.8

The patents which were in controversy in In re Yarn9 repre-
sented the culmination of 40 years of experimentation by two inven-
tors, Nicholas J. Stoddard and Warren A. Steem. The result of their
efforts was the development of a "single heater" yarn process and
apparatus that laid the technological foundation for the creation of
double-knit fabrics. From the mid-1930's to the early 1950's the two
inventors worked in secret constructing various prototypes of the
apparatus and perfecting the process under the partnership name
of Permatwist. In 1952 Stoddard and Steem demonstrated the pro-
cess to representatives of Synfoam Yarns, and within a few months
Permatwist and Synfoam had entered into an agreement granting
Synfoam a license to use the new process. More than a year later
Stoddard and Steem applied for patents of the process and appara-
tus. These patents eventually were issued in 1957 to the Leesona
Corporation, who had acquired the patent application from Per-
matwist.

The validity of the patents held by Leesona was challenged in
a consolidated action by other textile manufacturers, who con-
tended that the procedural requirements for obtaining a patent
under the Act were not met. The Act provides that a "person shall
be entitled to a patent unless. . .the invention was in public use or
on sale in this country more than one year prior to the date of
application for patent."' 0 Since the license to Synfoam had been

2. Originality (§§ 101, 115);
3. Novelty (§§ 101, 102);
4. Utility (§ 101);
5. Non-obviousness (§ 103).

The four procedural requirements are:
1. An application filed with the patent office by the inventor or his representa-

tive (§§ 111, 115, 116, 117, 118);
2. within one year of the public use or publication of the invention (§ 102(b));
3. with a specification containing "a written description of the invention, and

of the manner and process of making and using it, in such full, clear, concise, and
exact terms as to enable any person skilled in the art to which it pertains . . . to
make and use the same" (§§ 112, 113, 114), and concluding;

4. with one or more claims "pointing out and distinctly claiming the subject
matter" which constitutes the invention, and no more (§ 112).

7. 35 U.S.C. § 102(b) (1970).
8. 498 F.2d 271 (5th Cir. July,1974).
9. U.S. Patents numbered 2,803,105; 2,803,108; and 2,803,109, collectively known as the

"false twist" or "single heater" patents.
10. 35 U.S.C. § 102(b) (1970).
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granted more than one year prior to the patent application, the
other manufacturers contended the invention had been placed "in
public use or on sale."" The district court agreed that the commer-
cialization of the invention by execution of the license established
a use by the inventor for trade or profit sufficient to raise the "in
public use or on sale" bar to patentability and granted the manufac-
turers' motion for summary judgment.'2

On appeal the Fifth Circuit disagreed with the district court's
determination that the patent was invalid and reversed and re-
manded the case.13 Writing for the court, Judge Thornberry pointed
out that the Supreme Court has held' 4 that a public use or sale after
the "critical date" of one year prior to the patent application will
not bar the issuance of a patent if the public use or sale was done
primarily for the purpose of experimentation. 5 Thus, a bona fide
experiment does not place the invention "in public use" even if the
invention proves complete and requires no modification after test-
ing.' 6 Nor does the fact that profits are made from a sale of the
invention for experimental purposes place the invention "on sale"
under the Act. 7 Whether a use is for the purpose of experimentation
is primarily a matter of the inventor's intent, and the absence of
experimental intent is not necessarily established by commercial
exploitation under the terms of a license." An inventor is still enti-
tled to introduce evidence of a bona fide experimental intent even
if that intent is not indicated within a contract of sale or offering."'

Judge Thornberry noted that every invention must pass
through four general phases in its development. 0 The earliest phase
of development of any invention is the mental conceptualization by
the inventor. In the second phase of development the inventor at-
tempts to construct a working model or prototype that substantially
embodies the idea he has conceived. Once a model has been con-
structed, the inventor enters the third stage of development involv-
ing its experimentation and refinement to prove the invention is fit

11. In re Yarn Processing Patent Validity Litigation, 498 F.2d 271, 278 (5th Cir.
July,1974).

12. Id.
13. Id. at 288.
14. Elizabeth v. Pavement Co., 97 U.S. 126, 134 (1877).
15. 498 F.2d at 277.
16. Id.; Elizabeth v. Pavement Co., 97 U.S. 126, 134 (1877).
17. 498 F.2d at 277.
18. Id. at 285-86.
19. Id. at 287.
20. Id. at 274-75.
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for the intended purpose. If the results of this phase have been
satisfactory, the last phase is initiated by the application for a pat-
ent and culminates with its issuance. The "critical date" under the
Act can occur no earlier than the end of the second phase because
no working prototype is in existence until this phase is completed.2'
In addition, an inventor is permitted a reasonable amount of experi-
mentation in phase three during which a placing on sale or a public
use will not bar the patent even though the invention itself has been
reduced to a working model capable of performing the general func-
tion for which it was developed.2

The Ninth Circuit has suggested 23 that a sale or an offering of
the invention precludes any inquiry into the experimental nature of
the sale "unless the contract of sale or the offering for sale contains
an express or clearly implied condition that the sale or offering is
made primarily for experimental use." Judge Thornberry rejected
the application of this strict rule in the Fifth Circuit, however, be-
cause of the injustice that might occur when an inventor or his
counsel inadvertently neglects to include sufficient indication of
experimentation within a sales contract or offer.24 Rather, the judge
concluded the applicability of the "experimental use" exception
must be determined from the subjective motivation of the inventor
as a question for the trier of fact.25

Once a patent has been issued, the inventor is entitled to the
exclusive use of the invention during the patent period. 2 The inven-
tor may enforce this privilege of limited monopoly by a suit for
damages27 or injunction when an infringement of the rights granted
under the patent has occurred. During the past term the Fifth Cir-
cuit considered such an infringement claim in Hughes Tool Co. v.
G. W, Murphy Industries, Inc. 29

In the 1950's the Hughes Tool Company developed an oil well
drilling bit with a rotating seal that substantially increased the life
of the bit. A patent was issued in 1963.30 The seals covered by the
patent were a tremendous commercial success, and Murphy Indus-

21. Id. at 285.
22. Id.
23. Robbins Co. v. Lawrence Mfg. Co., 482 F.2d 426, 433-34 (9th Cir. 1973).
24. 498 F.2d at 287.
25. Id.
26. 35 U.S.C. § 154 (1970).
27. Id. at § 284.
28. Id. at § 283.
29. 491 F.2d 923 (5th Cir. Mar.,1974).
30. U.S. Patent No. 3,075,781.
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tries and its predecessor, Reed Roller Bit Company, began to manu-
facture a one-piece seal virtually identical to the Hughes seal.
Hughes filed suit in the district court for the patent infringement.
The district court found that the Murphy Industries seal was an
infringement of the Hughes patent,3 and the Fifth Circuit affirmed
this finding.2

The crucial question to be resolved on appeal to the Fifth Cir-
cuit in Hughes Tool Co. was the proper measure of damages to be
awarded as a result of the infringement. Hughes suggested that lost
profits should be the measure of damages; Murphy's share of the
market would serve as the basis for computing sales lost as a result
of the infringement.33 Judge Wisdom answered this contention by
noting that to recover lost profits in a patent infringement action,
the patentee must prove that "in all reasonable probability, [he]
would have made the sales which the infringer has made."34 The
district court had found that Hughes had failed to demonstrate the
portion of Murphy's sales it would have made. The Fifth Circuit
would not reverse that finding as clearly erroneous. 5

Judge Wisdom found that, in the absence of evidence of actual
damage, the correct measure of damages for infringement is "rea-
sonable royalty;" what a manufacturer desiring to use the device
patented would pay for its use." Over the strong dissent of Judge
Clark,37 Judge Wisdom concluded that the existence of the Murphy
two-piece seal as a noninfringing alternative could reduce the value
of the patent and thus the damages for infringement.38 What is
"reasonable royalty" is a question of fact, and the district court's
findings of damages based on the consideration of the "noninfring-
ing alternative" will not be overruled as clearly erroneous. 39

Danny M. Needham

31. 491 F.2d at 924.
32. Id.
33. Id. at 929.
34. Id.; Livesay Window Co. v. Livesay Indus., Inc., 251 F.2d 469, 471 (5th Cir. 1958).
35. 491 F.2d at 929. Judge Wisdom left open the question of whether market

shares-that share of the market gained by a company as a result of patent infringe-
ment-would ever be sufficient to satisfy the "reasonable probability" test. Id. The judge
found the market was defined inadequately because Hughes failed to demonstrate that pur-
chasers would have selected the premium cost Hughes bit with the one-piece seal over a
discounted two-piece seal also available from Murphy. Id. at 929-30.

36. Id. at 930; 35 U.S.C. § 284 (1970), providing:
Upon finding for the claimant the court shall award the claimant damages

adequate to compensate for the infringement, but in no event less than a reasonable
royalty for the use made of the invention by the infringer ....
37. 491 F.2d at 931-34.
38. 491 F.2d at 930-31.
39. Id. at 930.
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