1997:  Fact Pattern D (Computer Program)

Professor’s Comments: I generally was pleased with your answers to this question.  There were lots of B and B+ quality answers.  Most of you showed an ability to apply the animals cases to a new area, to structure arguments clearly, and to see arguments for both sides. Aside from the quantity of relevant points, important factors in the grading included:

Seeing and Distinguishing Major Issues:  The fact pattern really contains two separate disputes:  one between Matt and Ryan and one between Matt and WCC.  WCC’s rights can be no better than Matt’s; it has no claim on any property of Ryan’s under custom or law.  Thus, you first need to sort out the dispute between Matt and Ryan, then determine if WCC has any claim to any property Matt might get.  Many of you combined the two disputes into one and, as a result, either missed arguments or made somewhat confused arguments.


As between Matt and Ryan, there  were both 1st possession and escape issues.  In order to succeed, Ryan will have to argue both that he did enough to get some property rights in his original idea and that he didn’t lose his rights either simply by telling Matt or by doing very little follow-up work in the subsequent five years.  Matt will argue that Ryan was a mere pursuer with insufficient control of the idea, that the idea escaped and that Ryan abandoned it.  Ryan will counter that Matt knew perfectly well whose idea it was.


WCC will claim Matt’s work both under the industry custom and under a labor/marking idea: it purchased Matt’s labor, so all of Matt’s results belong to the company.   Regarding the custom, the parties will argue about whether failure to provide notice should cut off WCC’s rights, whether the custom applies to ideas that are not directly related to Matt’s work, and whether the custom is reasonable.  Regarding the labor/marking point, WCC should point to the whaling cases where the whales caught belonged to the investors, not the workers.  Matt will argue that if he performs his employment satisfactorily, WCC is not entitlked to his off-time labor.  They then will argue about how much WCC training and resources contributed to the development of the idea.

Arguing Both Sides:  Despite numerous warnings, many of you very quickly decided that one party (usually Matt) should win in one or both of the disputes.  Most of you who received grades of 8-10 on this question did not make many arguments for at least one party.  Issues that commonly got decided too quickly:

Initial possession:  Although Matt certainly will argue that Ryan is like the 1st pursuer in Pierson, Ryan has pretty clearly done more.  Unlike Post, Ryan has contributed important necessary steps to the end result, and he has a  good argument that Matt would have nothing without his work.  The hard question here is whether taking important steps gives you property rights if those steps are insufficient to finish the job.

Escape/Abandonment:  Although Ryan did tell Matt the idea (escape/abandonment) and has done little work for five years (abandonment/time/labor), Ryan has continued to work on the idea (no abandonment) and Matt knows where the idea came from (reasonable finder/marking).  Many of you wrote Ryan off a little too quickly here as well.  The hard question on this issue is whether revealing the idea under these circumstances is a kind of request for help with Ryan’s project or is a release of the idea for Matt to do what he wants with.  There are good logic and policy arguments both ways.

Custom:  Many of you decided this issue quickly one way or the other, but it should have given you lots of opportunity for discussion.   First, the lack of notice is not dispositive; the defendants in Ghen were held subject to a custom they didn’t actually know about.  You need to discuss whether lack of notice should be a defense here.  Second, the cases say that customs only are given force of law where they are reasonable.  You need to discuss reasonableness.  The policy arguments for both sides on this point are well-laid out in the student answers.  Those of you who were horrified by the custom should be aware that it is in fact the custom ion the software industry, and the industry is surviving quite nicely.

Labor by an Employee:  Many of you assumed that in absence of custom, WCC has no rights.  However, as noted above, the whaling cases assume that the company and not the crew got ownership of the whale.  To win, Matt needs to distinguish himself from the crew, perhaps because of the kind of labor at issue and perhaps because it isn’t clear how much of the program is the result of on-the-job efforts and of WCC resources and training.  Those of you who were horrified that WCC might have a claim on the product of Matt’s labor might recall that the system in which the workers get only wages or salary and that any profits flow to the owners of the businesses is called capitalism and is mostly what we practice here.

Using Policy Arguments:  The difference between the pretty solid answers (11-12) and the higher scores was generally the use of policy arguments to resolve doctrinal uncertainties.  The best answers laid out policy arguments in favor of all parties and related them to a number of different doctrinal points.  The student answers both provide many good examples of the use of policy.

1997 Student Answer #1:  
A.  Initial Possession -- Under Pierson, person needs actual possession of an animal fer. nat. in order to acquire property right.  Furthermore, in Liesner and Shaw, courts have held that person acquires ppty right if animal is brought under control so that actual possession is practically inevitable, by rendering escape practically impossible, if not impossible (no perfect net rule -- Shaw).  Here, R would argue that had initial poss. b/c didn’t tell other people about his idea so maintained reasonable precautions to prevent the idea from “escaping” to others.  M would argue that notwithstanding R’s “first-in-time” argument (that he had the concept first), by telling M of the idea R did not exert control over the idea and render “escape”, or dissemination of idea, even practically impossible, as he never told M not to tell others.  Since the Court would want to have a certain rule and would want to prevent fraud, would give the idea to R under “first-in-time”; otherwise, may encourage deceit, as people would steal ideas and befriend those developing software concepts in order to get it out of them.  While rule giving ideas to R encourages progress (people won’t develop software and ideas if their labor will be stolen by interloper -- Pierson dissent), also note that since these programs (UP) have intrinsic value (saves otherwise unusable software), may want a more definite rule, something better at protecting valuable commodities such as regulation/market methods (Demsetz).  That would prevent quarrels.  We’ll assume that R would’ve come up with a solution.  So his capture of the UP ideas was practically inevitable.  (See Swift).

B.  Labor/Investment -- Albers, Pierson suggest rewarding useful labor (money, time effort) is important policy.  R argues he never lost possession of idea for UP b/c court would reward his labor.  He thought about the problem a lot and invested time in it.  M says R’s labor wasn’t sufficient to protect his investment, and his labor was not useful b/c never came up with solution of how to follow through with his approach.  M says his labor was valuable -- made old software usable.  M also argued R didn’t do enough to show notice that the idea was his -- he never swore M to secrecy.  R argues that if you reward M, encourage deceit and stealing of ideas.  (Shaw -- people may pull up nets; Bartlett -- pulling up anchors).
Under Rose’s theory, court reward useful labor by rewarding those who make clear statement of title, which reduces resource-wasting conflict while discouraging contention, insecurity and litigation, all of which waste time and resources.  Here, M argues R’s labor wasn’t sufficient to show his ownership, so if R gets ownership of the “escaped” idea, will encourage wasteful use of resources and litigation, discourage trade, b/c nobody knows that R “owns” it and is trying to keep it from others.  He should have instead told nobody, or sworn M to secrecy.  Similarly, R could have protected his labor by filing for patent.  Courts reward those who do all they can to protect their labor investment (Kessler -- pursued animal).  Here, courts would probably favor M’s claim, because he had more useful labor (actually came up with a program, not only an idea) and his labor led to product of intrinsic value.  Albers suggests that must protect owner’s rights if animal has intrinsic value, like foxes.  Here, R’s original idea wasn’t that much of value b/c he didn’t carry it on to completion.  M’s labor resulted in valuable commodity.

C.  Industry Custom (usage): WCC didn’t contribute any labor to coming up with the idea, so courts wouldn’t reward WCC’s labor.  WCC’s claim, however, may be buttressed by the custom among companies producing software.  If custom embraces entire industry, has been concurred in for long time by everyone engaged in trade, works well in practice, and is necessary to sustain the business, usage should be applied to determine ownership (Ghen, Swift).  Following established custom leads to certainty and predictability in legal system, b/c people know who gets what and this limits quarrels and disputes.  Assuming that custom here fulfills Ghen requirements (industry-wide, works well, all concur), the custom would give the UP to WCC.  Even though M never signed contract signing over his rights to the company, custom still applies.  The custom appears to be necessary for continuation of the industry (see Ghen), b/c without it, inventors would constantly bring suits against co. for profits from the programs.  The custom here is established, and by Matt working in industry, he submits to its customs.  (whaling cases).  The written agreement is probably just a formality by the company, a clear submission to custom that may buttress their claims in court, but it’s not necessary . M says he never consented to the custom so it shouldn’t bind him.  WCC would counterargue, based on Ghen, that since he works in the area, he should have been aware of the custom (In Ghen & Albers, people living in whaling and fox breeding communities, respectively, are bound by custom). 


M may argue that need to change rule under custom because there are too many externalities involved.  It’s not designed to reward labor, and it cheats those who develop idea out of “fruits of their labor”. Since software ideas are scarce commodity, change rule and force computer software industry to internalize the externalities (Demsetz).  Otherwise, there will be no progress in the industry because no one will engage in industry if benefits of his labor can be appropriated by a chance finder who hasn’t shared in labor (Pierson dissent).  Ultimately, since custom is necessary to support continuation of the industry, and courts suggest policy of rewarding industry uses (see Ghen & Albers), courts would probably favor WCC here.

D.  Markings/Reasonable Person -- If reasonable finder would know the animal was previously owned, gets returned to owner.  Here, unclear if reas. person would know that the idea belonged to someone else, but R argues that it certainly is clear that ideas don’t come out of nowhere.  The UP must have had an “orig. owner” and no reas. person would think otherwise.  Ideas are generally abstract, programs are concrete manifestations.  To have been crystallized into program, idea must have had an owner.  See “elephant in cornfield” and “organ grinders monkey” in Albers.  If person saw a thing out of its usual habitat, knows there’s an owner.  Idea here is out of usual habitat -- realm of abstract contemplation -- and is in new habitat in concrete form in computer software industry.  Furthermore, R would argue that M knew idea for UP was his b/c R directly told him about it.  While there are no markings and computer ideas can’t be tamed/domesticated (see Manning/Albers), the coherence of idea and manifestation of it in concrete form is additional indicia of ownership.  

M argues that reas. person test doesn’t say he should have known R owned idea, because he admits that R lost ownership of original idea because gave up control of it, didn’t use good enough labor, and effectively abandoned the idea.  R didn’t seek M out until after the UP was created and R read about the case between WCC and M in the papers.  He allowed his idea to get far away from him since it went to M and he didn’t go after M until over 5 years later (time and distance argument, see Albers, Manning and Kessler, where if escaped animal doesn’t get far away it stays with orig. owner, but see Mullet for proposition that when it gets far away, owner loses property right.)  M therefore argues that reas. person wouldn’t think that 5 years later, the original owner still had claim, because abandonment of pursuit (except by compulsion -- Albers, whaling) indicates relinquishment of ownership.  Since courts want o encourage industry and progress, development of ideas, would probably side with M, since R didn’t put his ideas to use.  Reasonable person would not, therefore, have believed that orig. owner still had claim.

1997 Student Answer #2:  

Concerning R & M.

First in time/Certainty -- R may be able to arg. he had poss. 1st b/c he came up with the idea in the first place and so substantially deprived it of it’s natural liberty.  (Liesner).  On the other hand, M can say that this was just a general approach to the idea so more like pursuit.  Pierson said pursuit not enough to give poss. M can say certainty b/c he molded the idea into reality.

Natural Liberty -- R could say the idea is free and wild, sort of like an animal ferae naturae, and by thinking of it possession became practically inevitable and M can’t divest him of it.  (Liesner).  M can counter that this is more like Hammonds in which he had subst. deprived the gas of its natural liberty, but then released it again so that part flowed under the neighbors land.  R released the idea so that M could possess it, but M didn’t tell anyone else until he began discussions w/ WCC.

Labor Theory (Locke) -- R put in the initial thinking.  It’s hard to come up with innovative ideas.  Intellectual might not think up “brilliant” ideas if another would just take it.  Again M could say that R was really more like the pursuer in Pierson, whereas M took control of the idea and attempted to make a reality.  The fact is that nobody produced this program yet, but society needs it.  If society want to award people that actually make the idea a reality, the M should get possession.

Abandonment/Time -- R may argue that he would have used the idea, but didn’t have an opportunity to, so abandoned it by necessity, as did the whaler in Taber.  M can argue that R did abandon the idea, the whaler in Taber returned 24 hours later.  R waited over 5 years to claim poss. of the idea over M.  More like Mullet, where the sea lion escaped and it was abandoned b/c the orig. captor waited a year to reclaim it.  In fact, R figured the idea wouldn’t work and gave it up, and in Mullet, the orig. captor figured the sea lion was lost when it escaped.

Animus Revertendi  -- R could say that the idea had a tendency to return to him.  He thought about it intermittently, so retained ownership.  (Manning).  M may argue that this isn’t really animus revertendi b/c ideas stay w/ you and are later called to memory.

Reasonable Person Test -- A reasonable person should know that R owned the idea when he thought it up.  R could say M  was acting more like the finder in Kessler who had to return the fox b/c should have known it was owned.  M can counter that there was no way to know this idea would ever be used by R or that It even had any value to R.  In Albers, the fox’s fur had value, so it was to be returned, but its not set in stone that an unused idea has any value.

Industry -- Want to protect people like R who get the ball rolling, so that advance can be made.  In Swift, the person who harpooned it got poss. b/c industry needed effective hunters.  M can say not effective enough for industry who needs technology now b/c of the rapid changes in computer technology.

Assuming M gets poss.

Labor Theory (Locke) -- M can argue that you shouldn’t promote company policies that are ambiguous b/c not everyone signs a contract stating the “inventions” agreement.  This doesn’t promote an effective work place for a person who put in the time and effort to come up with the elements nec. to complete the plan for the new system.  (Kessler, Albers, Manning).  WCC arg. is that companies have the money to make the idea a reality.  It was the WCC company that M was working for and he came up with the two key elements while on the job.

Custom - M can argue that the custom isn’t a reasonable one b/c it doesn’t work well.  If it did, all employees would follow it w/o finding out later by WCC’s lawyers that they intended to enforce the custom.  Normally customs aren’t favored over law and if a custom is ambiguous, then law should apply.  WCC can counter that this was a reasonable custom b/c the company has to assure that the money it spends on developing inventions and ideas isn’t leaked to outside companies by its employers.  In a sense, employees could easily exploit the company if this custom wasn’t followed.  (Ghen, Swift, Taber).

Reasonable Person Test -- M arg. is that how could he know that there was even a custom to follow.  WCC never even got M to sign an “investment” agreement.  WCC can counter that M was expert enough in computer technology that he got hired onto this company, so knew or at least should have know that an idea developed on company time should give the company rights to it.  Albers discusses the relevance of being an expert and knowing that the rights belong to another.

Externalities/Desmetz  -- Siding w/ M would force companies to make sure in the future all employees are fairly notified about the “investment” policy.  WCC arg. is that their position is better b/c it would force individuals who intend to use their ideas to copyright them before entering into an environment that needs a policy such as this to prevent ideas being stolen.

Escape  -- In White, joint ownership is discussed.  M may arg. that while working for the company, the idea never escaped him.  Like the gas in White, ownership of the idea was obvious and therefore, was retained by the original owner even thought it had leaked into the joint owner’s well.  WCC arg. is that the escape did occur b/c M chose to work for  a company that had a custom on “invention” rights.  M can counter argue that he never knew of the custom, and even though technically they escaped him, the idea was still within his possession.

Clear Notice/Rose -- useful labor puts a person on notice which shows/gives possession.  M can argue that he put the labor to work by figuring out an update program and then clearly notified WCC of his work the only way possible by informing his bosses.  WCC counterargument is that as far as they could tell, M labor had never put them on notice.  While working on the idea, the facts don’t mention M notifying WCC of his labor or doing anything that would clearly notify WCC of his work.  However, WCC may have clearly notified M by its company custom.  It is assumable that least some of the employees at WCC knew of the custom and that all M had to do was ask if there was a custom and he would have been clearly notified.

