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as the story goes, Ford Motor 

Co. almost never got off the 

ground because of a monopo-

list. in 1903, the association of licensed 

automobile Manufacturers (alaM) tried 

to stop henry Ford from building his first 

gasoline-powered four-stroke automobile. 

The alaM was composed of 11 car 

manufacturers, including, at the time, 

Cadillac, winton and Packard. its goal 

was to keep “unreliable upstarts” out of 

the car market. at that time, the relevant 

market was mainly targeted at providing 

luxury cars to the rich and famous of the 

Gilded age. The alaM wanted to keep 

demand high and supply limited so as to 

drive prices up, which the elite of society 

were all too willing and able to pay for 

their toys—classic monopolist conduct 

the sherman act had just been passed 

to stop. The means by which the alaM 

fueled its anti-competitive engine was 

through a registered patent. The patent 

had been applied for and issued to one 

George Baldwin selden of rochester, 

n.Y. selden was a patent lawyer by trade 

and proclaimed inventor of the internal 

combustion engine powered by gasoline 

for the sole purpose of propelling a car. 

his patent application was filed in 1879 

for a “road engine.” Through continuous 

revisions to his claims, he kept the ap-

plication pending for 16 years. in 1895, 

selden was finally granted a patent for 

a three-cylinder gas-powered car. selden 

himself did not build a prototype of his 

invention until much later, but the patent 

nevertheless allowed him to collect royal-

ties from all american car manufacturers. 

selden formed a holding company called 

the alaM to handle the licensing of the 

patent to the car manufacturers in the 

united states. The licensing fees started 

at $10,000 and in time increased, as did 

the holding company to include rival car 

competitors, including those, like winton, 

that had been successfully sued for the 

licensing fees. licenses were not easily 

granted. Vowing to protect the public from 

shoddy car makers, the alaM held all the 

cards and let only the chosen few join its 

vaunted club.  

Then, along came 40-year-old Ford. he 

had formed Ford Motor Co. in 1903 with 

limited financing and dwindling capital but 

had a hope and a dream to build a neces-

sary (not just luxury) car for the masses 

at reasonable prices that common people 

could afford. Classic american dream 

stuff. But he represented the very type of 

high-risk venture by an “unreliable upstart” 

the alaM had vowed not to grant license 

rights to under the selden patent. when 

Ford was turned down twice for a license, 

he built his car anyway and tried to sell it 

on the open market without a license. The 

alaM responded by launching a nasty 

media campaign against Ford (“don’t buy 

a lawsuit with your car”). Ford countered 

with his own ads saying, “when you buy 

a Ford Motor car from John wanamaker, 

you are guaranteed against any trouble 

with the trust.” The alaM finally filed a 
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patent infringement case to stop Ford in 

his tracks. Ford fought back hard in the 

courts for eight years. The defense was not 

based on the brand-new antitrust laws but 

more basically that the patent did not cover 

the type of car that Ford was building. 

selden was forced to finally build two cars 

under his patent to challenge Ford, which 

barely ran. But Ford countered by driving 

up to the courthouse in a modified Ford 

car that outdrove the selden prototype, 

after selden’s expert testified it would 

never work. Finally, after Ford proclaimed, 

“we will fight to the finish,” the u.s. 

Court of appeals for the second Circuit 

unanimously reversed the district court and 

found that selden’s patent was valid but 

was restricted to two-cycle compression 

engines and not Ford’s four-stroke spark-

plug variety. Therefore, no patent infringe-

ment was found to have occurred. as the 

ultimate vindication to Ford, the second 

Circuit stated that, “The defendants nei-

ther legally nor morally owe him [selden] 

anything.” Two years later, the selden-

restricted patent expired and the alaM 

monopolist expired soon thereafter. 

Ford was the victor and much lauded 

by the public and the press as a monopoly 

slayer. at the Madison square Garden an-

nual car show soon after, Ford was greeted 

with cheers and applause. ironically, al-

though the lawsuit was very expensive for 

Ford to defend, it was calculated to only 

be $6.80 per car to defend the case versus 

an average royalty per car of $12.50 de-

manded under the license from the selden 

patent. it proved cheaper for Ford to fight 

than to knuckle under to the monopolist. 

as a result of Ford’s efforts, the auto-

mobile industry was divorced from the 

barrier to entry created by the selden pat-

ent and the advent of the mass-produced 

low-priced car rolled forward. Trustbuster 

Ford led the way and by 1923, half of the 

10 million cars produced in the united 

states were a Ford.     

Ford never did forget his non-monopoly 

roots, having been nearly destroyed by a 

monopolist before his career even began. 

later in life when Ford was asked what 

was his greatest ambition, he retorted, “To 

be free—a free man.” his epic battle with 

the monopolistic selden license helped 

define the man and served as a template 

for the company he founded. Granted, a 

company history is never perfect, being 

marred by heavy-handed labor union bat-

tles, epic wars in the executive boardroom 

and alleged corporate excesses, including 

Ford’s racing battle with Ferrari to win le 

Mans with the GT40, but devoid of any 

real antitrust smackdowns for monopoly 

conduct in the past 100 years. unlike J.P. 

Morgan’s antics with Teddy roosevelt 

discussed in the first article published 

in The legal on sept. 8, “a history 

of american Monopolists: lessons not 

easily learned,” Ford did not think like 

a monopolist, in large part, because he 

was almost the victim of a monopolist. 

This experience instilled in him, as a true 

trustbuster, a non-monopoly mentality. 

not thinking like a monopolist usually 

equates into not acting like a monopolist 

or being perceived as such. indeed, Ford 

acted just the opposite, as history shows. 

instead of increasing car prices as Ford’s 

market share increased, Ford lowered 

prices. instead of cutting wages as they 

became a major employer, Ford raised 

workers’ wages more than they had asked 

for. instead of resting on the laurels of 

the Model a or Model T, Ford and his 

progeny developed more necessary and 

even alluring cars for the masses like the 

Falcon, Taurus, lincoln and later the ven-

erable Thunderbird and Mustang, all still 

fairly priced. Ford built museums for the 

public, created the Ford Foundation, aided 

the war effort and generally acted like a 

good corporate citizen, and was perceived 

as such.  There were missteps, recalls and 

service issues over time but nowhere in 

comparison to other car companies. how 

has Ford’s corporate conduct and public 

perception compared to other industrial-

ists and corporate giants of the same era 

who have been tagged with one antitrust 

problem after another? did the historic 

corporate image Ford created help it with 

Congress, the courts and antitrust enforce-

ment agencies? Stay tuned.     •
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