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LEGAL PROTECTION OF IDEAS

Charles M. Webepr *

Most of us who teach law to undergraduates find that
our courses are already too fully packed with important

theless, there are few of us Who are not called upon from
time to time to delve into this area of the law and to
g;oress our opinions with respect to the legal merit or
lack of merit orf someone else’s idea, Requests for opin-
ions in these matters come not cn from our nore imagina-
<ive and enterprising students, but also f'rom colleagues
on the faculty and from many others., For this reason, it
seems appropriate to discusf here some of the legal theo-
ries_on which the claimants™ of ldeas have relied in seek-
ing legal protection.

In general, these theories are familiar to all persons
trained in the law even though there may be
times when their outlines become somewhat indistinct in

our minds. Much of the difficulty in this area of the law

appears to arise from the fact that there is g consider-

legal relief. Because of this, it appears to be desirable
to consider Separately each of the more important of these
theories,

Statutory Protection., or first importance in afford-
ing legal protection to the originators of ideas are tw02
major bodies or statute law, the one relating to patents

*A.B., Colgate University, 1936; LL.B., Cornell University,
1939; Member of the New York Bar; Assistant Professor of
Business Law, Wharton School of Finance and Commerce,
University of Pennsylvania,

1“Claimants” is used in the broad sense to include not only
those who conceive useful ideas, but also those who con-
ceive original ways of eXpressing ideas, those who acquire
the rights or such persons by assignment or otherwise, and
anyone else who may assert special rights with respect to
ildeas,

2
~35 U.S.cC. (1952).
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and the other relating to copyrights,3 both enacted by
Congress purs&ant to authority vested in it by the Federal
Constitution.

Patents. It is sometimes said that an idea, no matter
how brilliamt, is not patentable.” All this means is that
an abstract idea, standing alone, does not furnish an ade-
quate basis for the grant of a patent, However, if the
idea can be applied in physical form and displays the ex-
ercise of invention, and if the inventor can satisfy the
requirements of priority, novelty, and utility, as well
as the other requirements of substance and procedure ex-
pressed in the patent laws, the inventor is entitled to the
protection of these laws. In general, this gives him the
right to exclude others from making, using, or vending the
subject of his invention for a period of seventeen years
from the time the patent is granted.

Perhaps the most Important requisite for the grant of
a valid patent is invention. Although it is generally

vance, it has not been clear just what degree of quality
is necessary to establish invention. Prior to 1952, the
Supreme _Court held that invention called f?r a display of
genius.® In Jungersen v, Ostby & Barton Co!, it held in-
valid for lack of invention a very complicated process for
making cheap Jewelry without flaws, despite the fact that
the whole industry had been Searching for centuries for
just such an advance. With great persistence, the Patent
Office has disregarded the Supreme Court and has applied

a standard which requires very little in the way of qual-
ity of mental effort. In Great Atlantic & Pacific Tea Co.
V. Supermarket Equipment Corp.3 the Supreme Court found

it necessary to declare invalid a cashier's counter equipped

with a three-sided rack which, when pushed or pulled, moves

317 v.s.c. (1952).

4"The Congress shall have power...to promote the progress
of science and the useful arts by securing for limited

respective writings and discoveries," U.S., Const., Art, 1,
Sec. 8, c1. 8,

“Fowler v. City of New York, 121 Fed. 747 (2d Cir. 1903);
Martin v. Wyeth, 193 F. 24 58 (4th cir. 1958),

6Cuno Engineering Corp. v. Automatic Devices Corp., 314
U.S. 84, 91 (1941).

7335 U.S. 560 (1949).
8340 U.S. 147 (1950).
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groceries deposited in it by a customer to the checking
clerk and leaves them there when 1t igs pushed back to
repeat the process, 1n g concurring opinion in this case,

had found it necessary to declare patents invalid ang
concluded that the Patent Office had "placed a host of
gadgets under the armor of patents.," Congress appears to
have attempted to steer g middle course by providing in
negative language in the 1952 Patent Laws that, "A patent
may not be obtained...if the SubjJect matter to be patented
and the prior art are such that the subject matter as a
whole would have been obvious at the time the invention
was made to a person having ordinar¥ skill in the art to
which the subject matter pertains,"10

It should be observed that nowhere else in the law or
ideas 1is there any requirement of invention even though
there are situations in which the courts require origi-
nality, novelty, or concreteness, or some combination of
these. Viewing the world of ideas which can be applied
to physical matter, it is the requirement of invention,
more than any other, which Separates ideas which are pat-
entable from those which.are not,

Until a patent is issued, a patentable idea, as such,
generally is entitled to neither mife nor less legal pro-
tection than other types of ideas. So, unless Otherwise
indicated, it may be assumed that the principles hereinafter
discussed have as much application to patentable ideas fror
which patents have not been granted as they have to ideas
which are not batentable,

Copyrights. The interests brotected by the copyright
statutes are quite different from those protected by the
pratent statutes. The copyright statutes give no right to
exclude others from copying and using ideas. All they give
is the right to bar others from Copying owner's original
manner of exprﬁssing an idea, 1In Affiliateqd Enterprises,
Inc., v, Gruberf< the claimant concelived an advertising plan
for motion picture theaters calleg "Bank Night." He de-
scribed the plan in a booklet wnich he copyrighted and
distributed among theaters to whom he issued licenses to
use his plan. Later, the defendant described the same plan
in a booklet which he also copyrighted and distributed
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among theaters to whom he issued licenses to use the plan
under a different name. The claimant sued, alleging that
his Copyright had been infringed. The court dismissed the
complaint on the ground that the protection afforded by
the Copyright statutes does not extend to the ideas ex-
bressed in a copyrighted work, The court explained that

a person is free not only to adopt the ideas expressed in
another:'s work, but also to describe them in a WOork of his
own, providegd only that he does not copy the description
Oof the ideas set forth in the original work or describe
them in such a way as to deceive the public,

All that one need show to be entitled to the protec-
tion of the Copyright statutes is that he has expressed
some idea or ideas in an original way in some recognizable
form and that he has complied with the relatively painless
Tequirements of the copyright statutes, This usually con-
sists or publishing the work with due notice of copyright,
Tiling the hnecessary registration certificate, depositing
the necessary copies or the work in the Copyright Office,
and baying a small fee, This entitles the copyright nolder
to exclude others from copying his work for a perlod of
twenty—eight years which is renewablelguring the last year
for an additional twenty-eight years,

Undoubtedly, the requirements for copyright protection
are far easier to satisfy than the requirements for patent
brotection, The basic requirement - originality - :s satis-
fied if the WOork 1s the result of independent effort; that
is, if it has not been copied from Someone else's work,
There is no neeg to show invention; copyright protection
1s available without reference to the quality of the mental
effort evidencegd by the work, Priority is not required;
protection may be available even though someone else has
already expressed the same ides in the same way, provided the
earlier work was not copiled. Finally, the Wwork need not be
novel and it need not be useful,

1t has been helg proper to grant design patent protection,
in addition to copyright protection, to the creator of a

13

Although the period has varied from time to time, there is
a curious custom of fixing it at some multiple of seven,
Ball, Copyright and Literary Property, 31 (1944),

sy U.S.C. sec. 171 (1952)
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design of a statuette whiih was intended to be used as the
pase of an electric lamp. 5

common Law Right of Literary Property. Closely related
the statutory copyright is the common law right in liter-

O

;ry property, © oftenlreferred to as the common law.copyright
or literary property. [ The common law copyright, like the
statutory copyright, 1s concerned primarily with protecting

2 person in his interest in excluding others frpm copying his
origiﬂal manner of expressing an 'dea, rather than in ex-
cluding others from copying or using the ideas expressed.

In contrast with the statutory copyright, however, the
common law copyright is the right to exclude others from
publisaing an original expression of an idea for the first
time.lo It gives no protection against others copying and
publishing the work after 1t has been first published. 1In
fact the common law copyright normally is destroyed by the
rirst publication whereas the statutory copyright normally
does not come into existence until a work has been publishedld
Thus. the very act which brings a statutory copyright into
existence is usually the act which terminates the common law
copyright. As a general rule, unless the copyright statute
:s complied with by attaching the due notice of copyright at
the time of the first publication, the owner of a work loses
not only his common law right of literary pruperty but alsoc
nis right to obtain protection under the statutes.

Mazer v. Stein, 34/ U.S. 201 (1954).
Yomnis right 1s recognized and preserved by the copyright
statutes. 17 U.S.C. Sec. 2 (1952).

17Generally, literary property refers to rights in writings,
regardless of whether they arise from the copyright statute.
However, the term is usually used to refer to rights which
arise aprt from statute and will be used in this sense in
this paper.

1817 U.S.C. Sec. 2 (1952) Fashion Originators Guild of American
v. F. T. C., 114 F. 2d 80 (24 cir. 1940).

1317 U.S.C. Sec, 10 (19%52). But see 17 U.S.C. Sec. 12, relating
to work not reproduced for sale.

aoTh;s is not so, if the omission is accidental. 17 U.S.C.
Sec., 21 (1952).
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To have the effect of destroying the common law right of
literary property, a publication must be general. Where mate-
rial protected by the common law of literary property is com-
municated only to a definitely selected group for a limited
purpose, only a limited publication occurs and this does not
result in destroying the right,21 Thus, a person would not lose
his right of literary property in a book merely by sending it
to Bgrsons in his field with a request for their reaction to

Tit, Nor would a professor lose his rights in hig lectures
merely by delivering the lectures to his classes, 23

It is fundamental that no amount of publication, either
general or limited, and no amount of exploitation will destroy
rights acquired under the patent or copyright statutes. How-
ever, it i1s important to notice that the concept of a limited
publication which does not destroy the common law right of
literary property has no application to other ideas which are
not protected by statute. As a general rule, rights not arising
from statute or .the common law principles relating to literary
property are destroyed by being communicated to others even
though communicated to a limited number and for a limited
purpose.

In Bristol v. Equitable Life Assur, Soc?? it appeared
that the plaintiff, in the hope of obtaining employment as an
officer of the defendant insurance company, revealed a com-
plicated plan for selling insurance. Although the defendant
did not employ the plaintiff, it dig adopt his plan to its
great advantage. Plaintiff brought an action to recover for
the use of the plan. 1In sustaining a demurrer to the complaint,
the court stated, "Ideas of this sort, in their relation to
property, may be likened to the interest which a person may
obtain in bees and birds, and fish running in streams, on his
own premises, which are conspicuous instances of naturae ferae,
If the claimant keeps them on his own premises, they become his
gualified property, and absolutely his so long as they do not
eéscape. But if he permits them to €0, he cannot follow them,"

Although this statement of the law is sound as a general
rule and as applied to the facts before the court, there are
several well-recognized exceptions to this general rule, as
will appear from the following discussion.

21American Tobacco Co., v. Werckmeister, 207 U.S. 284 (1907).
2Hirshon v. United Artists Corp., F. 2d 640 (Cir. D. ¢. 1957)..

23Ba11, Law of Copyright and Literary Propert 480-81 (1944);
See Tompkins v, Halleck, 133 Mass. 32 (1882§.

52 mun. 161, 5 N.v. Supp. 131 (1889), arf'd 132 N.y. 264,
30 N.E. 506 (1892),
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Communications Made in Confidence. For example, a person
may be granted relief against the unauthorized use or disclos-
ure of his secret communicated by him under circumstances where-
in it appears that both parties understand and agree that the
jdea 1s being communicated in trust and confidence and is not
to be disclosed to a third party or used except for the benefit
of the person revealing it. The need for protection under this
principle is most obvious in the case of trade secrets which

ust be revealed to employees in order to be useful, but it is
not limited to persons in the relationship of employer and em-
ployee. Moreover, although the mutual understanding between

the parties that the idea 1s being communicated in confidence
may be based on some contract, such as a contract of employment,
it is not essential that the confidence arise from a contract
either express or implied.25 However, an idea is not revealed

in confidence so as to be entitled to protection under this
principle 1f it is thrust upon a recipient leaving him no choice
as to whether or not he will receive the idea in confidence.

To be bound, he must manifest his assent to receive the idea

in confidence.

The right to insist that the recipient shall not use or
disclose the idea does not arise solely from the fact that its
disclosure is made in trust and confidence. It also must appear
that the i1dea was secret. Secrecy i1s a relative temrm, but it
may be said that merely revealing an idea to employees for their
use, or to others who are in effect pledged to hold it in con-
fidence, does not destroy the secrecy of the idea. On the
other hand, if the idea is commonly known to others in the
same industry it cannot furnish a basis for protection merely
because 1t was communicated in confidence., Although it has been
stated that to be entitled to protection the secret must re-

present some considerable degree of independent effort or thought?6

11t has never been required that the idea display invention or
| that it be original.

Once a case is brought within the principle under dis-

i cusslon, relief is granted against the recipient using or re-

vealing the idea on the theory that such conduct would amount

' to an abuse of confidence.2! Relief also may be granted against
~one who wrongfully acquires access to the idea; e.g., by fraud

or by inducing another to violate a confidence. However, the
principle being considered affords no protection against the
use of the idea by one who acquires it other than in confidence
and without resorting to any improper means.

QESchreyer v. Casco Products Corp., 190 F. 2d 921 (24 Cir. 1951).

28mith v. Dravo Corp., 203 F. 2d 369 (7th Cir. 1953).

f%. I. DuPont DeNemours Powder Co. v. Masland, 244 U.S. 100
1917).
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Unfair Competition. Occasionally, idea claimants seek
relief on the ground of unfair competition. They are most
likely to do so when they have barely missed protection on some
other ground, as where an idea is not patentable for lack of
invention, where the protection of the copyright statutes has
been lost because of a failure to comply with the requirement
regarding notice, or where the secrecy required for protection
under the principles relating to confidential communications
has not been maintained.

Although there have been suggestions that unfair compe -
tition may furnish a basis for recovery in idea cases wherein
none of the other theories described furnishes a basis for
relief, in general, the courts have been unwilling to extend
to boundaries of unfair competition to afford any special
relief to the claimants of ideas. Occasionally, in deciding
an idea case, a court will talk the language of unfair compe -
tition, even though relief might have been granted on some
other basis. 1In these cases the courts appear to be thinking
of unfair competition in the broad sense which would encompass
all types of business torts. When the courts use the term
"unfair competition" in the narrow and technical sense, the
need for showing either palming off or confusion of source is
likely to prove a stumbling block to the idea claimant.

Tort. When a claimant seeks relief based on a right which
does not arise from any alleged contract, the relief, if any,
to which he is entitled, must be based on the law of torts.

Of course, this might include any of the non-contract theories
discussed herein as well as any theories which might be rec-
ognized by the courts in the future. Thus, it would include
infringement of patents, copyrights, and literary property,

as well as other wrongful appropriation of property in ideas,
and it would include the violation of a confidence and other
wrongful conduct by which an idea claimant's rights might be
violated. Occasionally, a court is content to speak of tort
liability in broad terms without clearly indicating the pre-
cise nature of the wrong which it has in mind. This may have
the advantage of focusing attention on the defendant's conduct
and making it clear that the basis of recovery, if any, is
non-contract. However it should not be understood to imply
that there is some broad tort theory which offers a haven for
all idea claimants without the need for establishing some
right under a more specific theory.

Property. Among the reasons sometimes urged form granting
or denying relief in idea cases is that the claimant does or
does not have "property" in his idea. Although the presence
or absence of property may be vital in some cases, as where
the term "property" is used in a statute, in many of the cases
wherein a conclusion is reached by a court on the basis of the
presence or absence of property. Possibly this is what Justice
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olmes had in mind when he said in a case in which the plain-
giff sought to enjoin the defendant from revealing a trade
secret, "The word property as applied to...trade secrets is

an unanalyzed expression of certain secondary consequences of

the primary fact that the law makes some rudimentary require-
ments of good faith. Whether the plaintiffs have any valuable
gecret or not, the defendant knows the facts, whatever they

are, through a special confidence that he accepted. The prop-

i erty may be denied but the confidence cannot be. Therefore

the starting point...is not property...but the fact that the 8
gefendant stood in confidential relations with the plaintiffs."2

.Nevertheless, concluding that there is, or is not, property

~in an idea in a given case may render it easier for the court
to reach a proper result. For example, in a case wherein the

defendant's conduct appears to be morally wrongful, and there-
fore tortious, if the court is convinced that the defendant
has appropriated the claimant's property in an idea. Perhaps

- the most important consequence of the use of the term "property"

in ldea cases 1s that it implies that there are certain mini-
mum requirements which should be satisfied if relief 1s to be

 granted in some types of cases, thus protecting the court from

a flood of litigation. This will be found to be true in sev-
eral of the situations which are yet to be discussed.

Transferring Rights in Ideas. Up to this point the dis-

~cussion has proceeded primarily on the assumption that the

claimant would exploit his idea by using it himself., However,
many 1ldea claimants find it to their advantage to transfer all
or part of their rights in their ideas to others. Determining
the rights of a claimant who has undertaken to transfer his
interest in an idea to someone else is one of the most common,
and at the same time, one of the most important, problems in
the law of ideas. It will be the ‘principal sub ject of the re-
maining discussion.

If the claimant's rights are protected by the patent or
copyright statutes, it is a relatively simple matter to transfer
such rights by assignment or license. This is true because of
the fact that the free publication of such ideas does not limit
the statutory protection and all negotiations between the par-
ties may safely be free and open.

However, 1f an idea is not protected by statute, any attempt
to negotiate all or part of the rights arising from it involves
considerable risk because of the general rule that whatever
rights a person may have in an idea may be lost by their being
published. The difficulty of the negotiations in these cases
is evidenced by the fact that they give rise to the bulk of the
litigation not based on the patent laws.

Although these cases vafy considerably among themselves,
they have a common theme. The defendant likes and uses the

28Id. at 102.
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raising the prices to be charged to retailers while leaving
unchanged the prices to be charged to the consumers.

Except from the standpoint of analysis, it appears to
make little difference whether an express contract is uni-
lateral or bilateral. In either case, the important question
will be whether the disclosee's promise should be enforced.

It does not appear that a claimant who entered a bilateral
contract has ever been sued for failure to carry out his prom-
ise to disclose a generally described idea. Although it,may
pbe noted that where the contract is bilateral it comes into
existence prior to the time that the idea is disclosed, where-
as when it is unilateral it does not come into existence until
the instant the idea is revealed, the important thing is that
in nelther case is the idea revealed before the contract comes
into existence.

Although the opinions of the courts in cases of this kind
sometimes become involved, the baslc problem is a relatively
simple one. The court need answer only three questions. Did
the claimant reveal an idea of the type bargained for by the
defendant as the price of his promise? If so, did the defend-
ant use 1t? If so, did the defendant pay for it? The last
guestion has never given the courts any difficulty. The second
question rarely does.

It is the first question upon which the outcome of the
case is likely to hinge and to which the courts usually devote
most of their attention., Did the claimant reveal an idea of
the type for which the defendant agreed to pay? If s0, the
defendant must pay, for the claimant has performed the act
called for and their remains nothing more for him to do. If
not, the defendant's promise is unenforcable for lack or fail-
ure of consideration.

On rare occasicns, a claimant uses language which makes

it relatively easy to determine whether or not the defendant
received an idea of the type he bargained gir. For example,
in Elfenbein v. Luckenbach Terminals, Inc.s- the claimant wrote
the defendant that 1T was making a needless expenditure of about
$1,400 annually which could be eliminated legally and that he
would furnish the information for doing so for a fee of 50% of
the first year's savings if the idea were used. When the defend-
ant agreed, the claimant disclosed a plan for amending the de-
fendant's certificate of Incorporation by changing its par value
stock to no-par value. When put into effect the plan resulted
in the precise saving described. In sustaining a Jjudgment for
- the claimant, the court found it necessary to devote only a few

-lines to the question of whether the defendant had received the
type of idea the claimant had described.

3911 N, g, L. 68, 166 Atl. 91 (1933).
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idea revealed to him by the claimant in an effort to sell it
but refuses to pay for the use of it., Although the pleadings
of some of the claimants in these cases are exceedingly prolix,
it is always found that a claimant is pinning his hopes on one
or more of three broad theories. The first is express contract,
the second is implied in fact contract, and the third is non-~
contract,

Express Contract. The claimant who has been well-advised
and careful in his efforts to reap the harvest of his ideas by
transferring his rights in them to another for a consideration
is most likely to proceed on the theory of an express contract.
This is likely to arise in either of two ways with the claimant
taking the initiative in elther case,

In the first place, the claimant offers to disclose an
idea which he describes 1n terms designed to whet the defend-
ant's appetite for it, provided the defendant will agree in
advance of the disclosure that if the idea is disclosed and he
uses it, he will compensate the claimant in some way, not in-
frequently by paying him a share of the gain resulting from the
use of the idea. 1In this case the claimant will allege a uni-
lateral express contract based on a promise for an act, the
act being the claimant's disclosure of the idea. For example,
in High v. Trade Union Courier Publishing Corpcration 9, the
claimant offered to disclose an idea which would enable the
defendant to obtain a refund of telephone excise taxes it had
been paying and would exempt it from the payment of such taxes
in the future, provided the defendant would agree in advance
to pay him 35% of all refunds and future savings which resulted
from the disclosure. After the defendant had expressed ap-
proval, the claimant performed the act bargained for as the
price of the defendant's promise by disclosing the existence
of provisions of the Internal Revenue Code allowing an exemp-
tion from the payment of taxes on telephone service to the op-
erator of a newspaper or public press and providing for the
obtaining of refunds of taxes unnecessarily paid.

The second way in which an express contract for the sale
of an idea is likely to arise is similar to the first, except
that the resulting contract is bilateral in that the claimant
promises to disclose a generally described idea in return for
the disclosee's promige to pay for it if he uses it. Thus, in
Soule v. Bon Ami C0.30 the claimant promised to impart a valu-
able method of increasing the profits arising from the sale of
the defendant s product in return for the defendant's promise
to pay the claimant one half of the profits accruing from the
use of the idea. The claimant carried out his promise by re-
vealing a plan for increasing the profits of the defendant by

2969 N. Y. S. 2d 526 (Sup. Ct. 1946).

39235 N, v. 609, 139 N. E. 754 (1923).
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However, in most cases wherein the claimant has proceeded
on the theory of an express contract the language used by the
claimant in describing his idea prior to disclosure has been
exceedingly general. But despite the lack of clear description,
no court has ever supposed that a defendant bargained for merely
a pig in a poke. Regardless of the language used the court will
always assume that the defendant had some reasonable standards
in mind and was not bargaining for just any idea., Starting with
this assumption, a court almost always will carefully scrutinize
the words used by the parties and the surrounding circumstances
for clues as to their intentions, with special attention being
paid to the reasonable expectations of the defendant.

In Masline v. New York, N. H. & H. R.R.32 a leading case
of this kind, the claimant based his action on the defendant's
promise to pay him five per cent of the receipts derived from
the use of "information of value in the operation of (defend-
ant's) railroad." The information communicated was the selling
of advertising space for the displaying of advertisements on
the defendant's railway stations, depots, rights of way, cars,
and fences. Shortly after the disclosure the claimant applied
the ideas and made a considerable profit by doing so, but re-
fused to compensate the claimant, The latter sued on the the-
ory of an express contract. When the defendant demurred, the
court approached the problem by asking: "What should the de-
fendant look for? What should it be entitled to learn in re-
turn for the consideration of five per cent?" In reaching the
conclusion that the defendant had bargained at least for an
idea which was novel, the court stated, "When the representative
of the defendant met the plaintiff and made the agreement, they
were entitled to assume that...it would be a statement of some-
thing which they did not know and which was not generally known
in the railway world." The court took judicial notice of the
fact that the idea of selling advertising space was common
knowledge and sustained the demurrer.

The court's insistence upon novelty in the Masline case
and in similar cases has led some to believe thaf there is an
absolute requirement of novelty where a claimant proceeds on
the theory of an express contract. The fact 1s, however, that
novelty is required only on the basis of what the court finds
to be the reasonable understanding of the parties., Although
the court is not likely to require a defendant to pay for the
disclosure of an idea which is not novel, at least in the sense
of being new to him, it is misleading to assume that novelty
is an absolute requirement in these cases. This is so because
it may have the effect of directing attention away from the
understanding of the parties, which is its true foundation.
This is evidenced by the fact that even where novelty is stated
to be a requirement its meaning depends upon the facts of the
case. Thus, in the Masline case the court insisted upon novelty

3

%95 conn. 702, 112 Atl. 91 (1933).
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in the sense of being "not generally known to_the railway world,"
wnereas Iin Brunner v, Stix, Baer & Fuller Co.33 the scheme for
-nereasing department store charge accounts was found to be

%ovel even though it was already familiar to the owners of
énother department store in the same city. That the reasonable
understanding of the parties is the basls for requiring novelty
in cases where it is insisted upon is also evidenced by the

Eact that occasionally a court will deny altogether the need

for novelty. Thus, in High v. Trade Union Courier Pub, Cor-p.?4
previously mentioned, the court, referring to the idea of ob-
taining an exemption from a telephone tax based on a provision

of the Internal Revenue Code, which must have been known through-
out the entire newspaper industry, stated, "While the 1dea dis-
closed may be common or even open to public knowledge, yet such
disclosure if protected by contract, is sufficient consideration
for the promise to pay."

Implied in Fact Contract. In most of the cases in which
a claimant has sued to recover from one to whom he disclosed
an idea while trying to market it, he has alleged a cause of
action based on an implied in fact contract.

As is true where an express contract is relled upon, where
a claimant relies upon an implied in fact contract, the court
will conclude that the defendant is bound only if it finds that
the parties have manifest a mutual intent that the defendant
would pay for the idea if he used 1t. Basically, the required
proof 1s the same as where an express contract is relied upon
except that instead of proving words of promise by the defend-
ant, the claimant must furnish proof from which the defendant's
promise may be inferred.

Occasionally, the defendant's promise may be inferred from
the fact that he requested the claimant to disclose an idea.
In this type of case, the analysis is likely to be much the
same as that just described in the typical express contract
case., That is, the principal problem will be whether the idea
disclosed was the kind of idea for which the defendant bargained
as the price of his promise, in this case the promise being im-
plie§6rather than express. In American Mint Corp. v, Ex-Lax
Inc.y~ the claimant alleged that, at the defendant’™s request,
it had disclosed to the defendant some ideas for the manufacture
and marketing of candy. The ideas were used by the defendant
but it refused to pay the defendant anything. The lower court

33352 Mo. 1225, 181 S. W. 2a 643 (1944).
369 N. Y. S. 24 526 (Sup. Ct. 1946).

35Kurlan v. Columbia Broadcasting System, 40 Cal. 2d 799, 256
P. 2d 962 (1953).

35263 App. Div. 89, 31 N. Y. S. 2d (08 (1941).
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dismissed the complaint, but the appellate court held that,
assuming the facts alleged to be true, the defendant had re-
ceived what it bargained for and was liable on an implied in
fact contract based on the implied understanding of the parties.
Implied contracts for the sale of ideas do not often arise in
this way.

In most of the cases wherein a claimant proceeds on the
basls of an implied in fact contract, it appears that the
claimant has taken the initiative in submitting an idea to
the defendant and that the latter has used the idea but has
refused to compensate the claimant. In these cases the de-
fendant's promise must be inferred either from the fact that
he used the idea, or from other conduct on his part, after the
idea was disclosed to him. )

Typical of these caseg is the familiar case of Liggett &
Myers Tobacco Co. v. Meyer3( in which the claimant, Without
having been solicited, sent the defendant a letter in which he
stated: "I am submitting an original advertising scheme to be
used in the way of billboard advertising. The idea consists
of this: Two gentlemen, well groomed, in working clothes or
hunting togs, apparently engaged in conversation, one extending
to the other a package of cigarettes, saying, 'Have one of
these,' and the other replying, 'No thanks. I smoke Chester-
fields.' " Several years later the defendant entered upon an
advertising campaign which appeared to be based on the idea
submitted by the claimant. The claimant sued, alleging that
this constituted an implied acceptance of the offer contained
in his letter., A judgment in his favor for $9,000 was affirmed
on appeal.

Of course, in order to support a recovery in cases of this
kind, 1t must appear that the claimant disclosed the idea with
the expectation that he would be compensated if it were used
and that the defendant was aware of this when he used the idea.
In the case Jjust mentioned above, the claimant had closed his
letter of submission, "I trust that this idea will be of suffi-
cient value as to merit a reasonable charge therefor." However,
whether the claimant has clearly stated his expectation of being
compensated or merely has left it to inference is of no con-
sequence so long as the defendant understood the claimant's
purpose in disclosing the idea., 1In either case the contract
is said to be implied, since it is the manner in which the
defendant manifests his assent and the fact that no express
promise 1s given by the defendant which categorizes the trans-
action.

Although, 1n the typical case where an implied in fact
contract is alleged, just as where the usual express contract
is alleged, the theory is that the defendant has manifested

37lOl Ind. App. 420, 194 N.E. 206 (1935).
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nis assent to pay for the use of the idea, the major problem
;;ced in one type of case usually is quite different from that
faced in the other.

As we have seen, in most of the cases wherein a claimant
relies on the usual type of express contract, the major problem
‘s to determine what kind of an idea was bargained for by the
éefendant. If the claimant disclosed an idea of the type the
gefendant bargained for, the latter is bound, otherwise not.

Where the usual type of implied contract based on an un-
solicited submission is considered, this is no problem. By the
yery nature of the transaction, the kind of idea being bargained
for is known to the defendant, as well as to the claimant, be-
%ore any contract can possibly arise. Where the usual type of
implied in fact contract is being considered the primary ques-
sion 1s whether the idea revealed is of such a nature that a
promise to pay for its use is supported by consideration de-
spite the fact that the defendant's implied promise is given
after the idea has been disclosed.

Determining whether the idea is of such a nature that a
promise to pay for its use is supported by consideration de-
épite the fact that the defendant's iniplied promise is made
after the disclosure of the idea is simply a matter of deter-
mining whether the idea is of such a nature that the claimant's
special rights Iin 1t survive the disclosure made in an effort
| to market it. If the idea is not of such a nature that the
claimant's special rights survive the disclosure, the claim-
ant has no right to bar the defendant from using the idea and,
consequently, the claimant would not be suffering a detriment
by permitting the defendant to do so.

This naturally leads to the question of how the courts

determine whether an idea is of such nature that the claimant's
speclal rignts survive an unsolicited disclosure made in an
effort to market it. In Liggett & Myers Tobacco Co. v. Meyer38
mentioned above, the court raised This question and then an-
swered it in these words, "Certainly the thing offered by the
(claimant) must be such that he has a property right therein
which he can sell." In Williamson v. New York Central R. R.
Co77 the court considered a motion to Strike out & c¢ause ot
action alleging an implied in fact contract based on an un-
solicited submission of an idea for an exhibition of a min-
lature railroad at the New York World s Fair, to the defendant.
who, having acknowledged the submission, used. the idea, but
refused to pay for it. In granting the defendant's motion,

the court stated, An implied (in fact) contract...does not
‘arise...because an abstract idea may not be made the sub ject

of a property right."

3

°Ida. at 430, 194 N.E. at 210.

2 ~ - -
258 app. Div. 226, 16 N. Y. 8. 2d 21, (1939).



"Property", then, appears to bpe the key. However, this
does not explain when the courts will conclude that an idea is
of such a nature that the claimant s Special rights in it con-
stitute sufficient broperty to survive an unsolicited disclosure
without a covering contract,

There are some cases concerning which there has never been
any doubt, For example, the courts never question that a claim-
ant has sufficient property in an idea to the extent that his
rights are based on the patent or copyright statutes. Tt also
seems clear that, prior to the time that a patent is granted,

a claimant's rights in a patentable idea, constitute sufficient
broperty to survive an unsolicited disclosure made while he is
trying to market it. Under similar circumstances, a claimant s
rights in common law literary property are sufficient to sur-
vive disclosure.

If the idea does not fall into any of these categories,
the court will insist upon the idea satisfying two basic re-
quirements ywhich were first a rted in Liggett & lMye Tobacco
Co. v, Meye% in these words, "Wiile we recognize That am abo -
stract Tdea as such may not be the subject of broperty, yet
when 1t takes upon itself a concrete form which we find in the
instant case, it is our opinion that it them becomes property
subject to sale. orf course, it must be novel..,, one cannot
claim a right in the multiplication table, " "Novelty" and
"concreteness", then, are the essentialn if an ordinary idea
is to yield a claimant sufficient property to survive an un-
solicited disclosure in an attempt to market it.

However, stating that novelty and concreteness are re-
quired does not solve the problem of determining whether they
are present in a given case. This was reoa%nized by the court
in Plus Promotions V. RCA Manufacturing Cov* wherein it was
stated, "It only opens e inquiry: What standards determine
whether an idea is novel, whether its concrete? Since these
are matters orf degree it is not to be expected that the author-
ities would afford a Very precise measure. However, by charting
a few of the most relevant precedents, we can more readily
determine whether the complaint herein falls within or without
the area of protection for the originators of business ideas."
Most courts have been content to proceed in this way, applying
the terms "novelty" and "concreteness" without attempting to
define them,

In general, it may be said that "novel" means '"new" or
"not known." Not known, by whom? At the very least, the idea
must be one which is not already known to the defendant himself.

40101 na. app. 420, 430, 194 N. E. 206, 210 (1935).
"u9 B, supp. 116 (5.D. N.Y. 1943).
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ywever, the mere fact that an idea is new to the defendant is
35, of itself, sufficient to establish its novelty for the

jrpose new being considered. On the other hand, no court has
ser required that the idea be one which is not known to any-
1e but the claimant. The requirement lies somewhere between
jese extremes. Perhaps it would be sound to assume that a

surt will find an idea to be novel if 1t is new enough to be
jluable to the defendant and sufficiently unknown in the com-
onity from which it arises to Jjustify the assumption that the
sfendant will not soon learn of it in the ordinary course of

gents.

In cases in which a claimants seeks to establish that he
3s property in an ordinary idea, which is neilther patentable
5t literary property, "concreteness" may be more difficult to
stablish than 1s novelty. Some courts appear to require a
reat deal to satisfy this requirement. In Alberts v. Reming-
sn Rand, Inc4% the claimant sought to recover on the theory
Fan implied in fact contract on the basis of a written sug-
sstion that the defendant make a chart or graph of the dir-
-tions in which the hair on each individual's face grows and
ssue the resulting graphs to its customers and prospective
ustomers as an aid in the sale and use of the defendant's
azors. The court denied relief on the ground that the idea
3d not been reduced to concrete form. It appears that most
surts are more liberal in being willing to find concreteness
nd are usually satisfied if an idea has been explained and
smonstrated with sufficient clarity and completeness that
ery little further thought is required to enable the reclp-
ent to put it to the practical use for which it was intended.

Returning for a moment to express contracts, it will be
scalled that in the usual case where an express contract is
ound, it arises either prior to disclosure or simultaneously
ith the making of the disclosure; and the principal problem
s likely to be to determine whether the defendant learned an
dea of the type he had bargained for. Occasionally, an ex-
ress comes into existence after the idea has been revealed.
n these cases the analysis appears to be much the same as
nat which applies where an implied in fact contract is al-
2ged to have resulted following an unsolicited submission.
nrat is, even assuming that following an unsolicited submis-
ion, a defendant expressly agrees that he will pay if he
ses an idea, the enforceability of his promise will depend
pon whether or not there was consideration for his promise,
nd the presence or absence of consideration will depend upon
nether the claimant had sufficient property in the idea tﬁ
ar the defendant using it without the claimant's consent. e

2175 Misc. 486, 23 N. Y. S. 2d 892 (1942).

3kngel v. Fields, Ltd., 5 App. Div. 2d 874, 171 N. Y. S. 2d
416 (1958).
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Non-Contractual Bases for Recovery Following Negotiations,
When an idea claimant, in attempting To negotiate the sale of
his rights, discloses his idea, but is unable to prove either
an express or an implied in fact contract by the disclosee to
pay for the use of the idea, his right to recover hinges on
whether or not he can establish some non-contractual basis for
recovery. Such actions may be referred to by many different
names. In some of these cases the name used to refer to the
action will indicate only the form of the remedy by which the
claimant is seeking to vindicate his rights. This is true,
for example, when an action is referred to by any of the many
names in which an action may be brought on the theory of quasi-
contract or contract implied in law. In considering these cases,
one does well to keep in mind that, regardless of the names
used in referring to these actions, they are fundamentally
actions in tort, and that the choice of the form of remedy
tells little, if anything, about the nature of the substantive
rights which the claimant alleges have been violated.

As the earlier discussion brought out, there are several
different substantive bases on which a person may be under an
obligation not to use an idea claimed by another even_ though
he 1is not under any actual contract to that effect. In these
situations, the obligations are said to be imposed by .law.
Thus, the law may impose an obligation not to infringe a patent,
a copyright, or common law literary property or to use an idea
disclosed in a mutually understood spirit of trust and confi-
dence. A violation of the claimant's rights in these circum-
stances obviously is tortious and furnishes a basis for relief
without the need for his proving the existence of any contract.

The conclusion that a claimant need not show any contract
in order to recover against one wno has violated his rights
arising in any of the above situations is not altered by the
fact that these rights have been violated following a disclo-
sure which was made while the claimant was attempting to nego-
tiate a contract for their transfer,.

For example, in Schreyer v. Casco Pr’oducts’Corp.l}4 the
claimant had an idea Tor what e thought was a patentable steam
iron. During the course of negotiations looking toward the
manufacture and sale of iron by the defendant under a license
from the claimant, the latter revealed the idea to the defend-
ant, After negotiations had failed, the defendant used the
idea without the claimant's approval., Later a patent was issued
to the claimant who sued for its infringement and also for the
use of his ldea during the period prior to the issuance of the
patent. The court held that the patent was invalid, so there
could be no infringement. However, it allowed him to recover
for the use of the idea for the period starting with the dis-
closure and ending with the time when the defendant would have

Ly

190 F. 2d 921 (24 Cir. 1951).
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een able to start manufacturing if it had not been the bene-
iciary of the pre-patenting disclosure. The court reasoned
hat although there was no agreement to hold the idea in con-
idence, and not to use it if negotiations for a license failed,
confidentlal relaxation between the parties was created by

ne disclosure and this restricted the right of the defendant

o use the ideas to the purposes for which the disclosures were
ade.

In Healey v. R. H. Macy & Co.§5 the claimant originated
n advertising program which included "A Macy Christmas means
Happy New Year" and a number of other clever and original
logans. He submlitted his work to the defendant department
tore with an expression of his hope that he would be paid if
is work were used. Claiming it did not require the claimant's
onsent to do so, the defendant used the slogans in its adver-
ising shortly thereafter and refused to compensate the claim-
nt. The latter sued on the theory that the defendant had
ppropriated his common law literary property and a judgment
n his favor was affirmed on appeal.

Similar to the Macy case, in that 1t involved a slogan,
s the 8ase of How J. Ryan & Associates Inc. v. Century Brewing
ss'n.? wherein a number of advertising agencies were invited
y defendant to submit proposed advertising programs to aid it
1 selecting an advertising agency. The claimant submitted a
rogram featuring the slogan, "The Beer of the Century." The
>fendant liked and used the slogan but hired another agency.
1stead of suing on the theory that the defendant had appro-
riated its common law literary property, the claimant brought
1 action on the theory of a contract implied in law for the
iir value of its service. A judgment for $7,500 in the claim-
1t's favor was affirmed on appeal.

A patentable idea, rather than literary progsrty, was in-
»lved in Matarese v. Moore-McCormack Lines, Inc: In this case
1e claimant proceeded all the way to trial on the basis of an
.leged express contract to pay for the use of an idea for
ading and unloading cargo. However, at the trial it became
rident that the person with whom the claimant had dealt was

't authorized to act as agent for the defendant for the pur-

se of making the alleged contract., The claimant was permitted
v amend his complaint to allege a cause of action in quasi-~
mtract on the theory that the defendant had been unjustly
iriched at the expense of the claimant and the trial proceeded

277 N. Y. 681, 14 N. E. 24 388 (1938).
185 Wash.. 600, 55 P, 2d 1053 (1936).
158 F. 24 631 (2d Cir. 1946).
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on that basis. A Jjudgment for $40,000 in favor of the
claimant was affirmed on appeal.

A claimant also Succeeded on a non-contract basis in the
case of American TPC Corp. v. Strauss Stores Corp.48 wherein
it appeared that the claimant had conceived a plan for market-
ing Separately a chemical to be added to gasoline by the con-
sumer. In the hope of inducing the defendant to purchase the
chemical from it, the claimant disclosed its idea. When
negotiations failed the defendant used the idea and marketed
the chemical itself, beating the claimant to the market. The
claimant sued on the theory that the defendant has wrongfully
appropriated its idea. The defendant moved for summary judg-
ment. In denying the motion, the court stressed the fact the
complaint had alleged that the defendant had induced the dis-
closure of the idea by pretending to be interested in entering
a contract with the claimant, emphasizing the wrongful means
of obtaining the disclosure, rather than the nature of the
idea itself.

The foregoing cases are typical of those in which recovery
has been allowed on a non-contract basis following negotiations
of one kind or another. At first glance, one might easily con-
clude that they show that a claimant who makes an unsolicited
submission is entitled to recover on a non-contract basis when-
ever he would have been entitled to recover on the theory of an
implied in fact contract except for his inability to establish
the defendant's implied promise to pay for the use of an idea,
and that an inability to prove the defendant's assent will
never stand in the way of recovery. This conclusion would not
be wholly warranted on the basis of these cases.

It is true that the Macy case supports the conclusion that
lack of assent makes no difference insofar as a claimant is
relying on an unsolicited submission of literary property and
that the Matarese appears to support the same conclusion in
cases wherein the claimant has disclosed a patentable idea.
However, these cases do not to tend to show that the lack of
the defendant's assent is of no consequence in cases wherein
the submission does not involve either a patentable idea or
literary property. In the Casco case, where the idea involved
did not fit into either of these categories, the lack of the
defendant's assent appears to have been offset by the fact that
the idea had been disclosed in confidence. In the Strauss case
the court made 1t clear that it did not consider that it was
dealing with the ordinary case involving a voluntary submission
when it stated, "What they are liable for...is the deceitgul
manner of obtaining the results of plaintiff's research. 49

48 206 Misc. 1017, 136 N.Y.S. 2d 76 (1954) aff'd 285 App. Div.
1132, 140 N.Y.S. 2d 884 (1955)

49 1pi4.
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Although the cases discussed above do not support the
proposition that a claimant is entitled to recover on a non-
contract basis following an unsolicited submission of an
idea which is not patentable or literary property whenever
he would have been entitled to recover on the theory of an
implied in fact contract except for his inability to prove
the defendant's assent, there are a number of cases which
do appear to support the proposition and lead to the con-
clusion that it represents the prevailing view at the present
time.

Some of the support is found in cases wherein recovery
on the basls of an unsolicited submission has been allowed
on the theory of an implied in fact contract. It will be
recalled that in these cases 1t is reasoned that the presence
of consideration to support the defendant's implied promise
depends on whether the idea submitted is of such a nature that
the claimant's special rights in it survive the disclosure so
as to constitute property. If the claimant's rights constitute
property sufficient to survive the disclosure, a priori, they
must also be sufficient to furnish a basis for recovery on a
non-contract basis whenever the defendant uses the idea with-
out giving his assent to pay for such use.

Also lending support to the proposition are those cases where-
in the defendant's assent is assumed to be lacking and the courts,
in denying relief to the claimants on the basis of unsolicited
submissions of ideas which are neither patentable nor literary
property, offer as their reason the fact that the ideas in
question lack novelty or concreteness or both. Typical of
these cases 1s Thomas v. R. J. Reynolds Tobacco C0.50 in which
the claimant submitted an unsolicited idea for an advertising
campaign based on the fact that Camels are slower burning.

After concluding that the claimant had not been able to prove

an ‘actual contract, the court raised the question whether he
might recover on a non-contract theory. In answering, the

court stated, "Not only must the idea...be concrete in form

but it must be novel." Finding that the idea in question did

not satisfy these requirements, the court granted the defendant's
motion for judgment on the record. However, by its reasoning,
the court clearly implied that, had the idea been novel and con-
crete, the lack of the defendant's assent would not have stood

in the way of recovery on a non-contract basis.

Finally, there are several recent cases which appear to give
more direct support to the proposition that a claimant is entitled
to recovery on a non-contract theory on the basis of an unsolicited
Ssubmission of an idea which is neither patentable nor literary
property whenever he would have been entitled to recover on the
theory of an implied in fact contract except for his inability
to prove the defendant's assent.

50 350 Pa. 262, 38 A. 2d 61 (1944).
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The first of these cases is Stanley v. Columbia Broad-
casting System 51 in which the claimant sought to recover on
the basis of a voluntary submission of an idea for a radio
program. In affirming a gudgment for $35,000 in his favor the
court on appeal stated, "(I)t may be stated that the right of
an originator of an idea to recover from one who uses or in-
fringes it seems to depend upon whether or not the idea was
novel and reduced to concrete form prior to its appropriation
by the defendant, and, where the 1ldea was disclosed by the
originator to the appropriator, whether such disclosure took
place under circumstances indicating that compensation was
expected if the idea was used. Where these prerequisites exist,
recovery may be had upon a theory of contract implied in fact
or in law." This case would be direct support for the propo-
Sition being considered if one considers only what the court
said. However, there were facts in the case which might have
justified placing the outcome on the ground that common law
literary property had been appropriated, and the court itself
recognized that there were present facts which would have
supported a Jjudgment on the theory of an implied in fact contract.
Consequently, the statements of the court appear to be only dicta.

Somewhat along the same lines as the Stanley case above in
that it involved ideas for a_radio program is the case of
Hamilton Nat. Bank v. Belt,”2 in which the claimant, seeking a
market and unsolicited, mailed his defendant ideas for a radio
program based on the use of high school talent and assemblies.
After the negotiations had terminated, the deflendant made use
of the ideas which the claimant had disclosed to it, and put
on the program. The plaintiff sued on the theory that the
defendant had wrongfully appropriated his ideas. In upholding
a judgment for $3,300 in favor of the claimant, the court stated,
"The problems presented here are new in this Jjurisdiction; but
consideration of cases decided by other courts leads us to
conclude that a person has such a property right in his own ldea
as enables him to recover damages for its appropriation or use
by another when the idea is original, concrete, useful, and is
disclosed under circumstances which, reasonably construed,
clearly indicate that compensation 1is contemplated if it is
accepted and used." This case appears to give greater support
to the proposition being considered than does the Stanley case
because this case clearly would not have supported recovery on
the theory of an implied in fact contract because negotiations
had peen broken off prior to the time the idea was used. It has
argued that this case might have been decided on the ground of
common law literary property. Support for this argument might

51 35 cal. 2d 653, 221 P. 2d 73 (1950).
52 210 F. 2d 706 (Cir. D.C. 1953).
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e found in the fact that one of the requirements for protection
‘tated by the court are that idea be "original' rather than that

¢ pe 'movel”, but this argument is rebutted by the fact that
1sewhere in the opinion the court clearly indicates that "novelty"
ather than "originality" is the concept which it has in mind

nd by the further fact that the court emphasizes that protection
s belng given to the ideas for the program rather than for any
cript or for the manner of expressing the ideas. Accordingly,

ne support given to the proposition by this case appears to be
ore than mere dicta.

Perhaps the case which, on its facts, most clearly supports
he proposition that a claimant is entitled to recover on a non-
ontract theory on the basis of an unsolicited submission of an
dea which 1is neither patentable or literary property whenever
e would have been entitled to recover on the theory of an
mplied in fact contract except for his inabillity to proye the
efendant's assent is Galanis v. Proctor & Gamble Corp. In
his case, Mrs. Galanis, without having been solicited, wrote
o the defendant, "I have an idea which I would like to sell
ou for a new kind of laundry soap.' She then described a soap
0 which bluing had been added. The defendant answered express-
ng its appreciation of her friendliness, but stated that it
iad already considered such a product and implied that they had
o further interest in it. There was no other communication
ietween the parties. Shortly thereafter the defendant placed
;n the market a product which it called "Blue Cheer" which
ppeared to utilize the idea submitted by Mrs. Galanis. She
ued for $1,000,000 alleging that the defendant had wrongfully
ppropriated her idea. The defendant moved for a summary Jjudg-
ient. In denying the defendant's motion, the court conceded
hat there had been no dealings between the parties which might
\ave created a confidential relationship and that the idea was
ot protected by patent, copyright, or contract. It held,
lowever, that Mrs. Galanis wac entitled to recover if she could
stablish "(1) that the idea was novel, (2) that the idea was
oncrete, and (3) that the idea was actually appropriated by
he Qefendant in the development of the product which it put
ut.'

Since the Galanis case goes about as far as any case ever
as gone in affording protection to the claimant of an idea it
akes us to the frontier of the law oi ideas which seems to be
. good point at which to bring this discussion to a close. In
losing, 1t may be well to remind the reader that his paper has
een limited to a discussion of the principal legal theories
n which claimants have sought to protect their interests in
deas. Little attention has been paid to the many practical

3153 F. Supp. 34 (S.D. N.Y. 1957) .
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problems which one is likely to confront when he seeks legal
protection for his ideas. Doubtless, practical considerations
of'ten defeat rights which are on a sound foundation from the
theoretical standpoint. However, in the field of ideas, as in
many other fields, the solution of practical problems often
depends upon a sound theoretical analysis. I% is hoped that
this paper may be helpiul in relfreshing your recollection

with respect to the theoretical aspects of the matter, the
next time that you are called upon to give your opinion with
respect to the legal merit or lack of merit of an idea.




