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" MIIUM CONTACTS"

Sanders Associates, Inc., v. Galion Iron Works & Mfg. Co.,
304 F.2d 915 (1st Cir. 1962)
In Sanders Associates, Inc. v. Galion Iron Works & Mfg. Co.' an
action for breach of contract' was initially brought in the United States
District Court for the District of New Hampshire against an Ohio
corporation which had neither qualified to do business in New Hampshire
nor had appointed an agent for service of process in that state. The defendant corporation was served in New Hampshire pursuant to a New
Hampshire "doing business" statute authorizing its courts to take in personata jurisdiction to the full extent of constitutional limits.4 Dismissing the action for lack of jurisdiction, the district court held that neither
the corporation's contacts with the plaintiff in making the contract nor
the corporation's contacts with its independent distributor were sufficient
to subject the defendant to suit in New Hampshire.
Reversing, the court of appeals circumvented the rule that a manufacturer which channels its products through an independent distributor
is not "doing business" in the state.' Moreover, the court adopted what
might be called the "reasonable" test, holding:
[U]pon a consideration of the record as a whole, we believe that Galion
was "doing business" within the State of New Hampshire and that its
contacts with the forum were of sufficient sweep and scope to make it
eminently reasonable that it be amenable to suit in that jurisdiction
both as to claims related and unrelated to the "mainstream" of its commercial intercourse within the state.6 (Emphasis added.)

Although the distributor was independently owned, and purchased
the machinery F.O.B. Ohio, the defendant dominated its activities. The
1. 304 F.2d 915 (1st Cir. 1962).
2. For a discussion of the liberal jurisrictional policies in regard to torts, see Annor., 25
A.L.R.2d 1202 (1952).
3. 203 F. Supp. 522 (D.N.H. 1961). Diversity of citizenship was the basis of jurisdiction.
4. 3 N.H. REV. STAT. ANN. § 300-11 (1955).
In interpreting its "doing business" statute, the California court stated that the term "doing
business" was "a descriptive one that courts have equated with such minimum contacts with
the state 'that the maintenance of the suit does not offend "traditional notions of fair play and
substantial justice ....
Whatever limitation it imposes is equivalent to that of the due process clause." Henry R. Jahn & Son, Inc. v. Superior Court, 49 Cal. 2d 855, 857, 323 P.2d
437, 439 (1958).
For service of process on a foreign corporation to be valid in diversity cases, it must be
authorized by state law. Lone Star Motor Import, Inc. v. Citroen Cars Corp., 288 F.2d 69, 72
(5th Cir. 1961).
For a discussion of statutes which expressly provide for jurisdiction of cases arising from
contracts made within the state by a foreign corporation even though the corporation is not
"doing business," see Annot., 49 A.L.R.2d 668 (1956).
5. LeVeche v. Griesedieck Western Brewery Co., 233 F.2d 772, 776 (9th Cir. 1956).
-6.
Sanders Associates, Inc. v. Galion Iron Works & Mfg. Co., 304 F.2d 915, 923 (1st Cir.

1962).
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distributor was limited to selling only the defendant's road graders and
rollers and had to have approval before selling to certain potential New
Hampshire customers, such as the State Highway Department. Further
controlling the distributor, the defendant set prices and discounts, received many elaborate reports, and required the distributor to comply
with all the defendant's policies and to conduct warranty inspection and
service at no extra cost. The defendant's plane was even used to bring
prospective customers to Ohio.
The court utilized the standard adopted in InternationalShoe Co. v.
Washington,' that is, the court will take in personam jurisdiction over
a foreign corporation when it has such "minimum contacts" within the
state that requiring it to defend a suit in that state will not offend "traditional notions of fair play and substantial justice."8 The doctrine of
"minimum contacts," however, is somewhat ambiguous since it presents
no precise test to determine what are "minimum contacts."9 Therefore,
it is not surprising that the courts have announced varying tests which
have made this area of the law confusing and bemuddled.
In determining whether a corporation has sufficient "minimum contacts" with a state, some courts weigh the convenience of defending the
suit in the state of the forum against the convenience of the plaintiff in
suing in another state where the defendant is incorporated or where its
principal place of business is located."0 Although this test was approved
in InternationalShoe, it is more appropriate for determining venue rather
than jurisdiction, since it should have nothing to do with the power of the
court to decide the case."
Other courts assume jurisdiction when the corporate function is on
a scale sufficient to be "seen, felt or palpitated,"' 2 or the like. But these
tests are ineffective because "seen," "felt," and "palpitated" are as ambiguous as is "minimum contacts."' 3 The Sanders Associates court wisely
avoided the use of such phrases and adopted the "reasonable" test.
7. 326 U.S. 310 (1945).
8. Id. at 316.
9. "No generally applicable standards can be ascertained from the decision as to the circumstances under which a foreign corporation will be deemed . . . [to] be subjected to suit."
Annor., 49 A.LR.2d 668, 669 (1956).
10. E.g., Boney v. Trans-State Dredging Co., 237 S.C. 54, 115 S.B.2d 508 (1960).
11. The doctrine of forum non conveniens has been embodied in 28 U.S.C. § 1404(a)
(1948): "For the convenience of parties and witnesses, in the interest of justice, a district
court may transfer any civil action to any other district or division where it might be brought."
For a discussion of the doctrine forum non conveniens, see Developments in the Law - StateCourt Jurisdiction,73 HARV. L. REv. 909, 1008 (1960).
12. Benware v. Acme Chem. Co., 284 App. Div. 760, 761, 135 N.Y.S.2d 207, 209 (1954).
13. Chief Justice Stone's comment on the courts' use of the term "presence" is equally applicable to the words quoted in the text. "[T]he terms 'present' or 'presence are used merely to
symbolize those activities of the corporation's agent within the state which courts will deem to
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When using the "reasonable" test, it is unnecessary to differentiate
between activities related or unrelated to occurrences or transactions giving rise to the cause of action. 4 Although some cases hold to the contrary, 5 the better view introduces a duty upon the court "to weigh all of
those acts by which the defendant manufacturer established contact with
the foreign state."'" In making its determination of whether the foreign
corporation has made "minimum contacts" in the state, the court will
certainly consider the relationship of the cause of action to the defendant's contacts with the state. But there is no sound reason why a court
should conclusively presume that a foreign corporation does not have
sufficient minimum contacts simply because the suit is unrelated to its
contacts in the state.
In conclusion, "minimum contacts" should be determined by scrutinizing all of the acts of the corporation in the state of the forum and
applying the test of reasonableness - a test which is subjective, but practical, as it does not confuse jurisdiction with venue nor expound "magic"
words which are in themselves ambiguous. The decision in Sanders
Associates, Inc. and cases like it will allow the courts to escape the historical rigidity that characterizes this area of the law and will allow the
law to develop to meet the needs of the times.'"
GARY W.

MELSHER

be sufficient to satisfy the demands of due process." International Shoe Co. v. Washington,
326 U.S. 310, 316-17 (1945), citing Hutchison v. Chase & Gilbert, 45 F.2d 139, 141 (2d
Cit. 1930) (L. Hand, J.) The words, therefore, do not impart a test but state a conclusion.
14. Historically, the courts have made this distinction. Before International Shoe was decided, many courts solved the problem under the "presence" doctrine. Once a corporation was
found to be present in the state of the forum, it was deemed present for purposes of jurisdiction whether or not the suit related to the corporation's activities in the state. See, e.g., Tauza
v. Susquehanna Coal Co., 220 N.Y. 259, 115 N.E. 915 (1917).
InternationalShoe Co. does not indicate when a corporation will be amenable to process if
the suit is not related to the mainstream of the defendant's activities. "'Presence' in the state
...
has never been doubted when the activities of the corporation have not only been continuous and systematic, but also gave rise to the liabilities sued on .... Conversely it has been
generally recognized that the casual presence of the corporate agent or even his conduct of
single or isolated items of activities in a state in the corporation's behalf are not enough to
subject it to suit on causes of action unconnected with the activities there." International Shoe
Co. v. Washington, 326 U.S. 310, 317 (1945).
15. E.g., L. D. Reeder Contractors v. Higgins Indus., 265 F.2d 768 (9th Cit. 1959).
16. 108 U. PA. L. REV. 131, 139 (1960). In Perkins v. Banquet Consol. Mining Co., 342
U.S. 437 (1952), the Court held that, although the cause of action arose outside of Ohio, the
Ohio court had jurisdiction since the corporation's contacts with Ohio were sufficiently substantial to justify jurisdiction without regard to the connection of the cause of action to the
forum state. But this case is inconclusive since there was no alternative forum in which the
suit could have been brought.
17. "As technological progress has increased the flow of commerce between States, the need
for jurisdiction over nonresidents has undergone a similar increase." Hanson v. Danckla, 357
U.S. 235, 251 (1958).
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