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Look What the Katz Drug In 

A drawn-out legal battle between the W. A. Sheaffer Pen Company and an aggressive 

retailer at last unlocks one of the enduring mysteries of fountain pen history 

By Daniel Kirchheimer 

The numbering of Sheaffer’s “LIFETIME” nibs has been a puzzle to fountain pen 

collectors for decades. To date, no factory ledgers of these numbers have turned up, nor has there been 

discovered any reference to this attribute in the now-copious known catalog oeuvre of the W. A. Sheaffer Pen 

Company. No known dealer dispatches make mention of it, few pieces of period documentation depict nibs with 

numbers, and though Sheaffer’s elegant Lifetime guarantee certificates have a serial number prominently 

displayed, that number does not match the number on the nib of the pen with which the guarantee was 

packaged, as numerous examples demonstrate; indeed, the numbers on those papers are not even in the same 

format as those stamped on the pens’ points. History, so far, has been mute on the purpose of these imprints. 

 
Figure 1: Typical Sheaffer Lifetime numbered nib 
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Other questions surround these cryptic runes: Are the numbers strictly sequential, allowing pens – or, at least, 

nibs – to be dated by some interpolative method? Or do they represent a code, for which the (P)ENIGMA 

decrypting machine has never been found? The numbers seem random, patternless; they have resisted 

attempts to decode them. Are they purely a marketing hook to make consumers believe their pens are so 

special that each one has an individual identity, dutifully curated from afar by Sheaffer during the owner’s 

lifetime, but actually devoid of any function whatsoever? Why are some nibs marked on both the top surface 

and the underside? Speculation has been abundant; facts, however, have been completely absent. 

Several fascinating discoveries I have made about the devilish digits are outside the purview of this article, and 

those revelations will have to be explored in another paper, but the retrieval from the National Archives 

repository in Kansas City of the original case files from an early-1930s lawsuit between Sheaffer and a Kansas 

City-based chain of discount drugstores at last reveals the answer to the central question, and, by implication, 

addresses some of the related matters as well. In court papers and testimony, the numbering of Lifetime nibs is 

extensively discussed, and in a key affidavit, Craig Royer Sheaffer, son of the company’s founder, reveals the 

purpose of the Lifetime nib serial numbers. That sworn statement has at last been brought to light, and we now 

know precisely why Sheaffer says it implemented the Lifetime Pen nib numbering system. 

There is one small wrinkle, however. Sheaffer lied. 

Discounting the Explanation 
The legal struggle that eventually led to Craig Sheaffer’s divulging of the purpose of the numbered Lifetime nibs 

began in late 1930 when Sheaffer discovered Katz Drug selling Sheaffer Lifetime pens below Sheaffer’s 

“suggested” retail prices. The compelling of dealers to price writing instruments in a manner specified by the 

manufacturer is a long-running theme in the history of the pen industry, as well as in retailing more generally, 

and Sheaffer was not alone in trying to impose its will on its outlets in this regard. Sheaffer, Waterman, and 

others engaged in this practice in part to protect dealers from being drawn into price wars with each other, so 

the policy generally was for the benefit of those retailers. However, manufacturers were on shaky ground from 

the standpoint of federal anti-trust and restraint of trade laws when they tried to bind dealers to contracts 

forcing the reselling of products at certain prices, so instead, they tended to employ indirect means to maintain 

their pricing policies, the most straightforward of which was the cutting off of sellers who discounted their 

wares – when and if they were discovered, that is. 

A closely-related and perhaps thornier problem for penmakers was the dumping by authorized dealers of 

discounted goods in quantity to non-dealers, to be re-sold below retail by those shops who had no business 

relationship with Sheaffer at all, and who were therefore immune from Sheaffer’s standard retribution of being 

cut off. The authorized sellers who engaged in this wholesaling practice would not, of course, openly advertise 

their willingness to sell off Sheaffer stock in bulk at reduced prices, so they had some degree of protection from 

discovery by a wrathful Sheaffer when they moved goods at cut prices out the back door. It is this scenario that 

applied to the Katz Drug situation, with Katz being on the receiving end of quantity sales of Sheaffer pens to be 

resold by Katz to consumers below Sheaffer’s standard prices. The Katz Drug chain was a legendary and popular 

retailer of a dizzying array of products far beyond the pharmaceutical realm (including appliances and live 

animals), and it heavily promoted itself as an aggressive discounter using slogans such as “The World’s Leading 
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Cut Rate Drug Store” and “Everything for Less.” [Katz Drug’s history has been thoroughly chronicled in the 2011 

book, “The Kings of Cut-Rate: The Very American Story of Isaac and Michael Katz” by Briane Burnes, Steve Katz 

and Carol Powers.] But being the sort of cut-rate outfit that it was, Sheaffer would not grant the chain a 

dealership, so if Katz wanted to get Sheaffer pens for sale, it would have to obtain them from a source other 

than Sheaffer. 

 
Figure 2: Postcard depicting Katz Drug Store in Kansas City, Missouri (IHM collection, National Library of Medicine) 

Bad Luck: Katz Crosses Sheaffer’s Path 
For several years running in the late 1920s, Katz Drug ran in the Kansas City newspapers its typically splashy 

graduation season and Christmas ads jam-packed with listings for hundreds of different items. Among them 

were Sheaffer fountain pens, offered at discounts from their list prices. In Katz’s 1929 holiday ads, Sheaffer’s 

$10.00 Black and Pearl Balance pen was priced at $8.39, with the $8.75 pens available for $6.98; other pens and 

pencils were similarly discounted. The next year, in December of 1930, Katz again advertised Sheaffer’s at a 

discount, and this time, Sheaffer took notice – and action. Sheaffer could not stop the discounting by employing 

its standard tactic of simply terminating Katz as a dealer, because it wasn’t a dealer to begin with. However, 

Sheaffer saw another angle that allowed the penmaker an opening to chill the retailer’s price-cutting practices 

while deftly piloting around the shoals of price-fixing laws: the serial numbers on the Sheaffer Lifetime pens’ 

nibs had been obliterated. 
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Figure 3: Typical Katz Drug newspaper ad for discounted Sheaffer Pens 

Sheaffer’s state action, filed with great rapidity on December 20, 1930 during the final rush of the Christmas 

selling season, and styled "W. A. Sheaffer Pen Company, Plaintiff, v. Katz Drug Company, Defendant, Equity 

No. 45070; In the District Court of the State of Iowa, in and for Polk County," was clearly intended to shut 

down Katz Drug’s cut-price selling, and furthermore it would also send a clear message to others who were 

engaged in, or were considering engaging in, similar practices. Sheaffer, however, had to be careful about 

openly admitting that it was trying to impose price controls on the market, so when it pursued the discounter in 

a legal setting, it was cagey about its motivations for crying foul when its pens were sold below retail after being 

anonymized, as it were. Indeed, Sheaffer never mentioned the discounting issue at all in its complaint; rather, it 

took a completely different tack, and instead attempted to shut down the objectionable practice obliquely by 

claiming that by having their serial numbers effaced, the pens Katz was offering were not “authentic” because 

they were “altered, mutilated or damaged,” and that Katz Drug was deceiving customers by passing them off as 

new, top-quality items. Sheaffer made the case that even before the case was heard in full, the damage being 

done to Sheaffer and to consumers was so great that a temporary injunction should be issued right away 

prohibiting Katz Drug from selling these altered pens, and Sheaffer’s motion was granted on an ex parte basis 

the very same day the suit was filed – Katz Drug was not even afforded a hearing before the injunction was 

issued. 
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Figure 4: Sheaffer V. Katz moving papers 

The discounter did not take the attack lying down, and in addition to filing a direct response to Sheaffer’s state 

action, Katz instituted a federal lawsuit against Sheaffer (Katz Drug Co. v. W. A. Sheaffer Pen Co.), claiming that 

the manufacturer was engaged in illegal price-fixing, and asking for an injunction halting the further prosecution 

of the Iowa state suit. Katz alleged that Sheaffer’s claim that it was merely trying to stop the sales of “mutilated” 

pens was really a pretext, and that the real motivation was to control retail prices of its goods in violation of 

federal law. And here Katz raised the issue of the very purpose of the numbers on those Lifetime nibs. In Katz’s 

reply to Sheaffer’s Iowa complaint, it wrote: 

“[Katz Drug alleges and shows] that [Sheaffer] marks each of its 

Lifetime Pens with a serial number in order to discover which of 

its customers or dealers are re-selling or disposing of its pens 

to those who will not maintain plaintiff’s prices, to the end 

that plaintiff may cut off the supply of its pens to those 

refusing to accede to its unlawful practices […] 

“That the ‘damaged’ and ‘mutilated’ pens referred to in 

plaintiff’s petition, are in truth and in fact pens from which 

plaintiff’s serial number had been removed, but which were 
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neither mutilated nor damaged, nor their life, usefulness nor 

utility in any degree impaired. That the removal of said serial 

numbers was the sole and direct result of plaintiff’s own 

unlawful practices in this: 

“They were removed by customers and dealers of plaintiff (unknown 

to defendant) in order to escape the penalties exacted and 

threatened by plaintiff to those of its dealers who permitted 

plaintiff’s pens to be re-sold to other dealers or to those (such 

as defendant) who refused to maintain plaintiff’s fixed retail 

prices.” 

By putting a serial number on its top-of-the-line products, Katz claimed, Sheaffer could keep track of exactly 

where those pens went when they left the factory. Then, if a pen were bought at a discount from a shop that 

was not a Sheaffer dealer – and Sheaffer sent agents to make such purchases for the purpose of gathering 

evidence – Sheaffer could track the pen back to the original dealer, and the expected repercussions would 

ensue. This practice served as a deterrent to the cut-rate wholesale shoveling of stock in the first place. 

However, those determined to engage in the discounted bulk reselling of Sheaffers had a countermove, which 

was the central issue in Sheaffer’s action against Katz Drug: they would polish off the serial numbers on the nibs, 

rendering the source of the pens untraceable, and re-enabling the gray-market commerce that supplied 

discounters with Sheaffer Lifetime products. Looking back, we can confidently observe that Sheaffer, not to be 

checkmated in this game of retail chess, developed an effective countermeasure, which explains one of the 

present-day mysteries about the nib numbers: it quietly stamped the underside of the nib with the serial 

number in addition to applying the visible mark on top, no doubt figuring that this second imprint would either 

remain unknown to most, or it would be too labor-intensive for a seller or buyer to remove each nib (probably 

necessitating pulling off the factory-installed sac to knock things apart) and grind off the concealed number, 

then reassemble the front end of the pen and re-set the feed as needed. 
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Figure 5: Lifetime nib with second serial number stamp on underside 

Furthermore, Sheaffer attempted to poison the well by refusing to honor the Lifetime guarantee on pens whose 

serial numbers had been buffed off, thus making it more difficult to sell such items to consumers who were 

aware of Sheaffer’s policy, or causing unsuspecting buyers to return their discounted pens when they were 

turned away from dealers to whom they took their instruments for warranty repairs. But despite all these 

measures, those determined to compete on price when it came to Sheaffer Lifetime pen sales were still willing 

to take their chances in the gray market, risking Sheaffer’s wrath. And, sometimes, that wrath would be directed 

their way – as happened to Katz – and the battle was on. 

Sheaffer’s theory regarding the devaluation and loss of authenticity of its de-numbered pens was questionable, 

and Katz Drug attacked it vigorously; it appears to have been ultimately rejected by the federal Court as well. 

Most glaringly, it simply did not address the obvious question of why Sheaffer applied the numbers in the first 

place, which tended to cast doubt on the sincerity of Sheaffer’s complaint and to support Katz’s theory about 

the numbers’ real purpose being for tracking down Sheaffer dealers who did not comply with Sheaffer’s pricing 

strictures. 
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The legal filings in the federal case, which spanned three years, are voluminous and tangled, chock-full of 

motions and counter-motions, delays, orders, appeals, appeals of appeals, and long, winding digressions 

regarding side issues of jurisdiction and procedure; it is not unreasonable that much of this wrangling was due to 

Sheaffer’s strategy of waging a legal war of attrition against a smaller adversary. But, inevitably, the question of 

why Sheaffer felt it needed to serial-number the points on its Lifetime pens – if not to identify dealers who 

broke with Sheaffer’s pricing demands – had to come up. And after combing through the reams of legal 

documents, I at last came upon the moment, buried in the 330 pages of the case, when Craig Sheaffer divulged 

in his affidavit dated May 31, 1933 what the purported purpose of the numbers was: 

“Defendant [Sheaffer] denies that it marks each of its Lifetime 

Pens with a serial number in order to discover which of its 

customers or dealers are reselling or disposing of its pens to 

those who are not maintaining defendant’s prices to the end that 

defendant may cut off the supply of its pens to those refusing to 

accede to its unlawful practices. Defendant admits that it marks 

each of these Lifetime Pens with a serial number. Defendant 

alleges that the purpose of such marking is not for the purpose 

of attempting to maintain the retail prices of such Lifetime Pens 

and that such marking is not and has not been used for such 

purposes; that such serial numbering of defendant’s Lifetime Pens 

is principally and primarily for the purposes of limiting 

defendant’s liability which arises under defendant’s guarantee of 

such pen for the life of the purchaser; that without such serial 

numbering, no limit could be placed on defendant’s liability 

under such Lifetime Guarantee; that defendant has at times 

guaranteed only the nib of such Lifetime Pens; at other times it 

has guaranteed the entire Lifetime Pen; that the type of 

guarantee of such Lifetime Pen will, in defendant’s opinion, vary 

from time to time and that defendant’s serial number system is 

the only practicable method whereby defendant can keep a record 

of the type of guarantee under which said Lifetime Pens are sold 

[…]” 

If Craig Sheaffer knew the truth of the matter – and I think he must have – he perjured himself. For example, the 

evidence is very strong that Sheaffer had changed the guarantee from applying to the nib only to covering the 

entire pen well before the numbering of nibs commenced. Furthermore, there had been no subsequent changes 

to the guarantee’s coverage up to the time of that testimony. In addition, if the nib number’s purpose was to 

ascertain the level of warranty, there would have been no need to track pens’ distribution from the factory – a 

tedious process to be sure. And it does seem that Sheaffer recorded every single Lifetime pen’s destination, as 

notices in Sheaffer’s dealer newsletter “Retailers Review” contain listings of serial numbers of pens reported 

stolen from shops; these postings declare, “these pens are contraband and if offered for sale by anyone other 

than the original purchasers should be seized and those offering them should be apprehended. If the serial 

numbers have been buffed off, the nibs are damaged beyond repair and have lost their Lifetime service, 

guarantee and value” (one wonders if these pens were really stolen, or if dealers who gray-marketed them 
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reported them as “stolen” when Sheaffer representatives visited their shops and noticed large decreases in their 

stocks). Furthermore, for a pen’s nib number to imply a particular set of warranty terms, Sheaffer and its dealers 

would have to take care when replacing a nib to install a new one with a serial number that corresponded to the 

same coverage—a constraint so burdensome it strikes me as extremely unlikely, and no known dealer materials 

or repair guides ever so much as mention any procedure for ascertaining the warranty coverage of a Lifetime 

pen by reference to a serial number chart; materials from the 1940s that specifically discuss varying Lifetime 

warranty terms over the years never even mention the nib numbers. Indeed, a simple mark – on both pen and 

nib – would have sufficed to indicate the version of the Lifetime guarantee that applied to the instrument, and 

Sheaffer had already employed such a straightforward marking system when it first released celluloid pens and 

wanted to track the supplier of the material used for each pen in case problems developed, as discussed here. In 

addition, the application of the number to the bottom of the nibs is a giveaway – this could not have been 

intended to serve as a warranty indication, as a pen with an effaced top-side serial number was not, according 

to Sheaffer itself, even eligible for warranty service. 

Craig Sheaffer, perhaps cognizant of the questionable credibility of his claim regarding the primary purpose of 

the nib numbering, tries to cover his bases, and even sidles up to – but not over – the line with regard to price-

fixing, as he continues: 

“[Defendant alleges that] said serial numbering operates as a 

deterrant [sic] to the theft of such Lifetime Pens from the 

stocks of retailers of Sheaffer products; that such serial 

numbering is useful to defendant in carrying out its policy of 

limited retail outlets; that such serial numbering has never been 

used by defendant in any case to prevent the sale of Sheaffer 

Lifetime Pens at less than their suggested retail prices. 

Defendant further alleges that, although it has not done so, it 

has a lawful right to serially number its Lifetime Pens for the 

sole purpose of detecting price cutting, so long as defendant, in 

the detecting of such price cutting, does not accept the 

cooperation of any dealers, outside persons or third parties.” 

The last bit seems to take a page from the defense lawyer’s tactic of “he wasn’t there, and if he was there, he 

didn’t do it, and if he did do it, it was in self-defense.” From a legal standpoint, there was an important 

distinction when it came to price fixing as to whether it was done with the cooperation of other parties, or 

whether a manufacturer was acting alone in its efforts to set resale prices for its goods, and Craig Sheaffer 

wanted to make the point that Sheaffer was on the right side of the law in that regard. 

The Katz cases dragged on for years, with Katz eventually scoring a major victory when Judge Albert L. Reeves 

found Sheaffer’s practices to constitute illegal price-fixing and granted Katz a temporary injunction on May 1, 

1933 restraining Sheaffer from prosecuting its Iowa state case against Katz Drug for selling mutilated goods. The 

Court held that though it was legal for Sheaffer to sue Katz Drug in state court, the suit itself was being used as 

an instrument in furtherance of an illegal act, and thus the federal courts had a right to put a stop to it. Sheaffer 

appealed, and after yet more prolonged sparring, the parties eventually settled in July, 1933 and dropped all 

actions against each other, with the terms of their agreement not disclosed in the case records; perhaps 

http://danielkirchheimer.com/articles/early-lifetimes/


Look What the Katz Drug In V2.4 11/30/2015 P a g e  | 10 

Sheaffer simply agreed to make Katz Drug a Sheaffer dealer, but only for the penmaker’s secondary line (sub-

brand) items; this speculation is modestly supported by the subsequent appearance of Sheaffer’s inexpensive 

VACUUM brand pens in Katz’s Christmas advertising. But for Sheaffer collectors, the important outcome is the 

revelation, despite what appeared to be Sheaffer’s attempt to deceive the court, of the real purpose of those 

intriguing Lifetime nib serial numbers. 

Knowing now that the numbers were intended for identification of individual pens, it follows that they had to be 

unique, so that answers one of the questions that has long persisted about those codes. Copious empirical 

evidence collected over the last decade does not undermine that conclusion. Whether knowing that the 

numbers were unique can help us date pens is another matter, and it is not a simple one, given the degree to 

which repairs and replacements muddy the data. The stamping of the serial number on the underside of the nib 

was clearly a tactic intended to maintain the identity of the pen should the exposed number stamp be buffed 

off. Might there be other information embedded in the numbers, perhaps relating to the Illuminati or linked to 

an ancient Masonic code? The answers to those questions may prove surprising, and they will be explored at 

another time. But for now, we must be satisfied with the revelation that despite Sheaffer’s efforts to obfuscate 

its true intentions, the mystery of the Lifetime nib serial numbers has at last been solved. 

 

The author wishes to thank Chris Gushman at the National Archives and Records Administration for his 

invaluable assistance. 

All text and images copyright © 2014 Daniel Kirchheimer. All Rights Reserved. 
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Appendix 1: 

[Ruling on Sheaffer’s motion to quash service of subpoenas on a salesman and on an officer of the company] 

KATZ DRUG CO. v. W. A. SHEAFFER PEN CO. 
NO. 1749. 

6 F.Supp. 210 (1932) 

KATZ DRUG CO. 
v. 

W. A. SHEAFFER PEN CO. 

District Court, W. D. Missouri, W. D. 
September 23, 1932. 

Ryland, Stinson, Mag & Thomson, of Kansas City, Mo., for plaintiff. 

Lathrop, Crane, Reynolds, Sawyer & Mersereau, of Kansas City, Mo., and E. H. Pollard, of Fort Madison, Iowa, for 

defendant. 

REEVES, District Judge. 

Heretofore plaintiff filed its bill in equity to enjoin the defendant from fixing a retail or resale price of certain 

articles mentioned by it and particularly an article described as "Sheaffer Lifetime Fountain Pen," and also to 

enjoin the defendant from prosecuting an action styled "W. A. Sheaffer Pen Company, Plaintiff, v. Katz Drug 

Company, Defendant, Equity No. 45070; In the District Court of the State of Iowa, in and for Polk County." 

It appears from plaintiff's bill that it is engaged in the operation of drug stores in Kansas City, Mo., Kansas City, 

Kan., St. Joseph, Mo., and Des Moines, Iowa, and that in addition to the usual business of druggists it sells 

fountain pens, pencils, desk sets, et cetera. 

Plaintiff advertises and has advertised the sale of such articles at "cut prices." It further alleges that it has 

acquired quantities of the article designated as "Sheaffer Lifetime Fountain Pen," and that it has endeavored to  

[6 F.Supp. 211] 

sell such articles at what it terms "cut prices." It avers that the defendant is engaged in the manufacture of such 

article at Fort Madison, Iowa, and is and was extensively engaged in selling such article to its various customers 

and dealers throughout the United States and that such sales were "outright sales." 

Plaintiff complains that by sundry means the defendant maintains a control over the resale price of its article 

and thus and thereby creates "a virtual monopoly therein," and by such means, as it is alleged, unduly and 

unlawfully restrains "the free exercise of the right to trade in such products, and unlawfully and unduly 

restrain(s) competition, all in violation of the Clayton Act and of the Sherman Anti-Trust Law of the United 

States." This, it is alleged, is done notwithstanding the fact that the defendant transfers full title to its customers 

on the sale of its article. 
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It is further alleged that said article, by reason of extensive advertising, has become and is widely and well 

known as a valuable and useful article, and that said article not only has a good reputation, but there is an 

extensive demand and market for said article in the retail trade. It is complained by plaintiff that the defendant 

by unlawful practice has "sought to embarrass and hinder the plaintiff and such other dealers in the lawful 

prosecution of their businesses" with respect to the sale of said article. 

Although the defendant has refused to sell its article to plaintiff, yet it is alleged that plaintiff has acquired from 

others quantities of such articles and has offered such articles for sale. It is particularly averred that in 

December, 1930, plaintiff had acquired and was seeking to sell at cut prices said article, whereupon on 

December 20, 1930, a suit was filed against plaintiff, as above stated, whereby it was sought to restrain plaintiff 

from selling said article at its place of business in Des Moines, Iowa, on the ground that such article, namely, 

"Sheaffer Lifetime Fountain Pen," had been "altered, mutilated or damaged." 

Plaintiff was enjoined from selling said article. It alleges that the only damage, mutilation, or alteration had 

consisted in the removal of serial numbers from said articles and that this had been done, or forced by reason of 

the unlawful practice of the defendant and for the sole purpose of escaping the penalties exacted and 

threatened by the defendant to "those of its dealers who permitted its pens to be resold to other dealers, or to 

those (such as plaintiff) who would not maintain the defendant's fixed retail prices." 

While plaintiff alleges that it has set up in its defense in the Iowa court the same matters here alleged in the way 

of affirmative relief, yet it says that it cannot there obtain the extensive and complete relief afforded in this 

court of equity. Accordingly, it seeks to enjoin the prosecution of that action pending a determination in this 

court as to whether it is entitled to an injunction against the defendant from any interference with the resale of 

the article mentioned by the defendant as above stated. 

When the suit was filed plaintiff caused subpœnas in chancery to be issued and one was served at Kansas City, 

Mo., within the division and district where the suit was filed upon a salesman of the defendant and another 

subpœna was served upon an officer of the defendant at its place of business in Fort Madison, Iowa. This service 

was under the provisions of section 22, title 15, United States Code (15 USCA § 22), as follows: "Any suit, action, 

or proceeding under the antitrust laws against a corporation may be brought not only in the judicial district 

whereof it is an inhabitant, but also in any district wherein it may be found or transacts business; and all process 

in such cases may be served in the district of which it is an inhabitant, or wherever it may be found." 

The defendant has moved to quash the service in both cases and particularly the service upon its salesman at 

Kansas City. 

1. This is a venue statute which enables a complainant to file his suit in any district wherein the defendant may 

be found or where it "transacts business." Upon the theory that it was transacting business within the district, 

this suit was filed. The evidence tended to show that the defendant had a salesman whose business it was to 

solicit orders and then forward same to its place of business at Fort Madison for acceptance or confirmation. It 

could hardly be denied that to obtain an order was the transaction of business. It appeared that defendant's 

agent devoted all of his time as salesman within the territory comprehended within the judicial district and 

certain additional territory. Orders were taken by him at Kansas City, St. Joseph, and Sedalia. Undoubtedly this 

was business of a substantial character and was transacted within the district. 
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Under such circumstances the venue would be fixed here. Jeffrey-Nichols Motor Co. v. Hupp Motor Car 

Corporation (C. C.  
[6 F.Supp. 212] 

A.) 46 F.2d 623; Eastman Kodak Co. v. Southern Photo Materials Co., 273 U.S. 359, 47 S.Ct. 400, 71 L. Ed. 684. It 

would not be within the province of the court to determine venue upon the basis of a large amount of business 

in contradistinction to a small amount of business. The statute says that jurisdiction may be had if the 

corporation transacts business. No degrees are fixed. It is only a question of substantial business. 

It would be idle to say that the defendant, upon the evidence in the case, was not transacting a substantial 

amount of business in the district. 

2. It does not follow that because it was transacting business in the district it could be regarded as present in the 

district or that "it may be found" there. On the contrary, the evidence disclosed that its place of business was at 

Fort Madison and that all orders were accepted or confirmed there. While the salesman was transacting 

business on behalf of the defendant, yet it was carried on in such way as to show that it was not present in the 

district but that it was present at the place of its business at Fort Madison. 

The motion to quash the service as to the salesman should be sustained. 

3. Said statute, however, provides that "all process in such cases may be served in the district of which it is an 

inhabitant, or wherever it may be found." In this case it was unquestionably found at Fort Madison, Iowa, and a 

subpoena was served there. This was sufficient to bring it into court. 

The motion to quash the service upon an officer at Fort Madison will be overruled. 

4. While the parties have not as yet had an opportunity to present arguments or briefs on the question of a 

temporary injunction, yet upon the petition it would seem that a temporary order should be granted in respect 

of the Iowa suit. 

That action should not be prosecuted until it is determined here whether or not plaintiff is entitled to the relief 

sought. This suggestion does not deny to the defendant the right and privilege of appropriate pleadings, such as 

a challenge to the sufficiency of plaintiff's bill or to raise any other question on the pleadings which it may desire 

to raise. It would work no hardship upon the defendant to have the Iowa proceeding stayed until all questions 

here raised can be adjudicated. 

Appropriate orders based upon this memorandum opinion should be prepared by counsel. 

  



Look What the Katz Drug In V2.4 11/30/2015 P a g e  | 14 

Appendix 2: 

[Ruling on Katz Drug’s request for an injunction restraining Sheaffer from prosecuting its action against Katz in 

Iowa state court] 

KATZ DRUG CO. v. W. A. SHEAFFER PEN CO. 
NO. 1749. 

6 F.Supp. 212 (1933) 

KATZ DRUG CO. 
v. 

W. A. SHEAFFER PEN CO. 

District Court, W. D. Missouri, W. D. 
May 1, 1933. 

Ryland, Stinson, Mag & Thomson, of Kansas City, Mo., for plaintiff. 

Lathrop, Crane, Reynolds, Sawyer & Mersereau, of Kansas City, Mo., and E. H. Pollard, of Fort Madison, Iowa, for 
defendant. 

REEVES, District Judge. 

Heretofore this matter was before the court on the question of jurisdiction over the defendant. 6 F.Supp. 210. It 

was then held that under the provisions of section 22, title 15, U. S. Code (15 USCA § 22), relating to commerce 

and trade, the defendant was subject to service at its place of business in Iowa on the grounds that it was 

transacting business in this district, although not found therein. 

The question now presented is whether a temporary injunction should issue and whether an action by the 

defendant against the plaintiff in an Iowa court should be enjoined. Section 26, title 15, U. S. Code (15 USCA § 

26), provides for injunctive relief in favor of private parties as follows: "Any * * * corporation * * * shall be 

entitled to sue for and have injunctive relief, in any court of the United States having jurisdiction over the 

parties, against threatened loss or damage by a violation of the antitrust laws * * * when and under the same 

conditions and principles as injunctive relief against threatened conduct that will cause loss or damage is 

granted by courts of equity, under the rules governing such proceedings." 

It is plaintiff's theory that the defendant is and has been operating in violation of the anti-trust laws. The 

averments of the bill indicate that the defendant is a manufacturer of fountain pens and that it has developed a 

large demand for its product in interstate commerce. It has endeavored to maintain standard and uniform prices 

upon its articles. This is done by contract with selected dealers. It refuses to sell to such dealers as may decline 

to maintain a uniform or standard price. Some of its dealers or patrons removed from the articles purchased by 

them the serial numbers so that, without detection, they might be able to dispose of said articles to other 

dealers who would not be bound by the contract to maintain the price. All sales were unconditional and the title 

passed absolutely to the purchasers. The plaintiff became the owner, by purchase, of a quantity of said articles 

from which the serial numbers had been removed. Plaintiff avers that it is without knowledge as to who 
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removed such numbers save only that it was done by owners of the articles who were under contract with the 

plaintiff not to reduce the price. 

The defendant instituted a suit in an Iowa court to restrain the plaintiff from selling such articles purchased by it 

upon the ground that same had been mutilated and altered, and therefore were not the genuine articles put out 

by the plaintiff in the Iowa suit and the defendant in this suit. 

The allegations of plaintiff's bill and the statements of counsel indicate that plaintiff's allegations are true to the 

effect that the defendant was seeking to maintain uniform prices on its articles. 

The first question for consideration is to determine whether it was violating the antitrust laws. 

1. In a proper case the manufacturer might have the right to project his control beyond his own sales by contract 

or agreement. The case at bar is not subject to such provisions. An agreement to maintain prices is void as 

against public policy unless it be found reasonable and that same was fairly necessary in the circumstances for 

the protection of the covenantee. Again, the latter principle is inapplicable in the instant case. According to the 

bill and the statement of counsel, the defendant is operating upon agreements designed to maintain prices after 

it parted with title to the articles and for the purpose of preventing competition among those who traded in 

them. Such "agreements or combinations between dealers, having for their sole purpose the destruction of 

competition and the fixing of prices, are injurious to the public interest and void." Dr. Miles Medical Co. v. John 

D. Park & Sons Co., 220 U.S. 373, loc. cit. 408, 31 S.Ct. 376, 384, 55 L. Ed. 502. According to the foregoing 

authority the plans of the defendant fall within the principle which condemns contracts of this class. 

2. The bill charges that the defendant is violating the anti-trust laws by restraining competition in interstate 

commerce, and said section 26, title 15, affords to any person or  

[6 F.Supp. 214] 

corporation a remedy by injunction "against threatened loss or damage by a violation of the antitrust laws." 

It is specifically averred that the suit filed by the defendant in the Iowa court is not only designed to interfere 

with the plaintiff in its sale of an article of commerce owned by it and free from any contract with the 

defendant, but that said suit is intended to aid it in unlawfully restraining trade and competition by maintaining 

price levels. While the Iowa proceedings may appear lawful, yet, according to the bill, they are in furtherance of 

an illegal act. 

The rule was stated in U. S. v. Railway Employees' Department of American Federation of Labor (D. C.) 283 F. 

479, to the effect that if the dominating primary purpose of a combination is to restrain trade, or do things 

unlawful in themselves, and which by reason of their inherent nature operate to restrain trade, such purpose is 

unlawful, and may not be carried out, even by means that otherwise would be lawful. 

Moreover, in B. V. D. Co. v. Isaac, 257 F. 709, the Court of Appeals, Sixth Circuit, refused to enjoin the sale of an 

article where secret and identifying marks had been removed, as in this case. That case was almost identical 

with the one at bar. The courts held that the manufacturer had no right to interfere with the defendant who is 

engaged in selling a product bought and paid for by him, even though it involved a reduction from the price 

sought to be maintained by the manufacturer. 
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According to the allegations of the plaintiff's bill, the defendant is seeking to interfere with a sale of an article 

purchased outright by it, and same is being done for the purpose of maintaining prices. Such proceedings, 

therefore, become a threat of loss or damage to the plaintiff and entitle it to institute this suit for injunctive 

relief. 

3. Under the law, the plaintiff cannot interpose its defense in the Iowa suit. The statute specifically limits 

injunctive relief to courts of the United States in all cases of anti-trust law violations. General Investment Co. v. 

Lake Shore & M. S. R., 260 U.S. 261, loc. cit. 287, 43 S.Ct. 106, 67 L. Ed. 244. The plaintiff in this case could not 

obtain the relief to which it claims it is entitled in the Iowa proceeding. 

Moreover, according to the bill, the prosecution of the Iowa case, although innocent within itself, would aid the 

defendant in carrying out its plan to maintain prices in violation of the anti-trust laws. 

Under such circumstances, the plaintiff would be entitled to enjoin said action for two reasons: First, because 

the prosecution of said action is alleged to be a part of a plan and purpose to maintain prices illegally; and, 

second, because full and adequate relief could only be had in the federal court, and the prosecution of said 

action according to the bill would be an impingement upon the jurisdiction of this court and an interference with 

complete relief. The rights of the parties can be fully adjudicated here and they cannot be in the Iowa 

proceeding. 

The power of the court to restrain the state court action appears to be inherent. Julian v. Central Trust Co., 193 

U.S. 93, 24 S.Ct. 399, 48 L. Ed. 629. 

This power inheres notwithstanding the provisions of section 379, title 28, U. S. Code (28 USCA § 379). 

In Wells Fargo & Co. v. Taylor, 254 U.S. 175, loc. cit. 183, 41 S.Ct. 93, 96, 65 L. Ed. 205, the Supreme Court said in 

discussing said section: "It has come to be settled by repeated decisions and in actual practice that, where the 

elements of federal and equity jurisdiction are present, the provision does not prevent the federal courts from 

enjoining the institution in the state courts of proceedings to enforce local statutes which are repugnant to the 

Constitution of the United States * * * or prevent them from maintaining and protecting their own jurisdiction, 

properly acquired and still subsisting, by enjoining attempts to frustrate, defeat or impair it through proceedings 

in the state courts * * * or prevent them from depriving a party, by means of an injunction, of the benefit of a 

judgment obtained in a state court in circumstances where its enforcement will be contrary to recognized 

principles of equity and the standards of good conscience." 

Equity has jurisdiction of a suit to enjoin the enforcement of a state or local law, on the ground that such 

enforcement will deprive the complainant of rights secured to him by the Constitution and laws of the United 

States. Phoenix R. Co. v. Geary, 239 U.S. 277, 36 S.Ct. 45, 60 L. Ed. 287; August Busch & Co. v. Webb (C. C.) 122 F. 

655, loc. cit. 662; American Mutual Liability Ins. Co. v. Volpe (C. C. A.) 284 F. 75. 

Accordingly, a temporary injunction should issue and the defendant should be restrained from prosecuting the 

action now pending in the Iowa court. 

Counsel for the plaintiff will prepare and submit a proper decree. 


