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JONATHAN H. ANSCHELL, JENNIFER B. HODULIK, AND ALLISON S. ROHRER

In June 2003, a jury in Grand Rapids,
Michigan, awarded $30.1 million to
two cartoonists who had presented
executives of the Taco Bell fast food
chain with the idea of using a “Psycho
Chihuahua” character in Taco Bell’s
television advertisements." The jury
award, which culminated five years of
litigation and appellate proceedings in
Wrench LLC v. Taco Bell Corp., sur-
prised many observers, not only
because of the magnitude of the dam-
ages award, but also because of the
underlying theory of liability—namely,
the alleged theft of an idea by Taco
Bell, which has used “Psycho
Chihuahua” with great success as the
centerpiece of a nationwide advertising
campaign. After all, many lawyers con-
sider as basic tenets of intellectual
property law the principles that there
can be no property rights in an idea and
that only the tangible expression of an
idea can warrant legal protection.

With the proliferation of reality pro-
gramming and other unscripted forms
of entertainment, producers and broad-
casters of television programming will
continue to face claims based on the
alleged misappropriation of ideas, con-
cepts, or formats. Wrench is one of a
line of cases, most of which are rooted
in California law, holding that the
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unauthorized use of a plaintiff’s ideas
or concepts may form the basis of lia-
bility on a theory of breach of implied-
in-fact contract, even if they are not
sufficiently novel or concrete to warrant
protection under copyright law.

In this article, we review Wrench
against the backdrop of case law from
California and elsewhere, considering
claims that arise from the alleged unau-
thorized use of ideas for television pro-
grams, movies, and advertising cam-
paigns. We also examine recent deci-
sions addressing the question of
whether federal law preempts these
common law claims, which first were
recognized and developed before the
adoption of the federal Copyright Act
of 1976 (Act). We conclude that the
final scene of the idea submission story
remains to be written. Despite recent
activity in this area of the law, no
bright-line nationwide tests have
emerged to clarify when federal copy-
right law preempts common law claims
for idea theft.

A Wrench in the Works?

In 1996, cartoonists Thomas Rinks and
Joseph Shields, the owners of Wrench
LLC, met with representatives of Taco
Bell at a trade show in New York.?
According to Rinks and Shields, that
meeting led to additional conversations
with Taco Bell representatives, in
which the cartoonists suggested, among
other things, that “in its television
advertisements, Taco Bell should use a
live dog, manipulated by computer
graphic imaging, with the personality of
Psycho Chihuahua and a love of Taco
Bell food.” The parties allegedly “also
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discussed what it would cost for Taco Bell
to use [Wrench’s] character, and although
no specific numbers were mentioned, [it
was] understood that if Taco Bell used the
Psycho Chihuahua concept, it would have
to pay [Wrench].”

In December 1997, Taco Bell launched
a series of commercials featuring Psycho
Chihuahua, without involving or com-
pensating Wrench or its principals.®
Wrench sued in January 1998, alleging
breach of implied contract as well as
various tort claims under Michigan and
California law.®

In September 1999, the district court
granted summary judgment in Taco
Bell’s favor.” As discussed at greater
length below, the court concluded that
Wrench’s claims were preempted by
federal copyright law.® As an additional
ground for summary judgment, the court
also held that the fact that Wrench’s
claims were based on an idea that was
not “novel or unique” precluded the
case from proceeding to trial.®

Wrench appealed the district court’s
entry of summary judgment, and the
Sixth Circuit reversed. On the issue of
novelty, the Sixth Circuit noted that
“Michigan follows . . . the California
cases which dispense with the require-
ment of novelty in actions based on
implied-in-fact contracts.”"

The “Idea Man’ and
Implied Contracts
The line of California cases referenced
in Wrench stems from the California
Supreme Court’s decision in Desny v.
Wilder," which arose from plaintiff
Victor Desny’s submission of a written
story synopsis to producer Billy Wilder
and Paramount Pictures. In an initial tele-
phone conversation with Wilder’s secre-
tary, Desny told her about this “fantastic
unusual story,” which he described to her
in a few words as “the life story of Floyd
Collins who was trapped and made sensa-
tional news for two weeks,” and he told
her the plot. Assessing that conversation,
the court observed that
it does not appear that a contract to pay for con-
veyance of the abstract photoplay idea had been
made, or that the basis for inferring such a con-
tract from subsequent related acts of the defen-
dants had been established, at the time plaintiff
disclosed his basic idea to the secretary.
Defendants, consequently, were at that time and

from then on free to use the abstract idea if they
saw fit to engage in the necessary research and

develop it to the point of a usable script."

Desny called back. In the second call,
he read a written synopsis of his story
ideas over the phone and instructed the
secretary that Wilder and Paramount
could use the story only if they paid him
for “the reasonable value of it.”"® This
statement, the court found, gave rise to an
implied obligation on Wilder’s part to pay
Desny for the use of his idea, even though
the idea was not sufficiently concrete or
developed to warrant copyright protection:
“The policy that precludes protection of
an abstract idea by copyright does not pre-
vent its protection by contract. Even
though an idea is not properly subject to
exclusive ownership, its disclosure may
be of substantial benefit to the person to
whom it is disclosed.”"*

The Desny court went on to hold that
for this sort of implied
contract to arise, the “idea
purveyor” must clearly
have conditioned his dis-
closure of the idea upon
an obligation to pay for it
if used “by the person to
whom it was conveyed,”
and the idea recipient must
have “know|[n] the condi-
tion before he kn[ew] the idea” and
must have “voluntarily accept[ed]
its disclosure.”*

Although recognizing a contractual
right to compensation for disclosure of an
idea, the Desny court also underscored
that such a right does not arise when the
submission of an idea is made without a
clear and mutually understood expectation
of payment if the idea is used:

The idea man who blurts out his idea without

having first made his bargain has no one but

himself to blame. . . . The law will not imply a

promise to pay for an idea from the mere facts

that the idea has been conveyed, is valuable, and
has been used for profit; this is true even though

the conveyance has been made with the hope or
expectation that some obligation will ensue.'®

Contract Requirements Relaxed

In the years following Desny, the
California courts arguably relaxed
Desny’s prerequisites for the formation of
a contract to pay for the use of an idea,
opening the door for even “[t]he idea man
who blurts out his idea” to assert a claim
for compensation based on the allegation
that an idea pitch led to the development
of a successful film or television show.
This trend was marked by holdings that,
in light of the customs and practices of
the entertainment industry, a contract may

be formed even when the idea man does
not expressly communicate an expecta-
tion of payment before making his pitch:

The assent of the producer is manifested by

his acceptance of the [submitted] idea or

material [where] it is reasonably understood
that a professional author expects payment of
the reasonable value of the idea or the materi-
al, if used, so that the conduct of the producer
in accepting it implies a promise to fulfill
those reasonable expectations.'”

Courts in more recent cases have
allowed idea submission claims to
proceed to trial even when a plaintiff’s
pitch is not expressly conditioned on
payment in the event the idea is used.
For example, in Whitfield v. Lear, the
Second Circuit, applying California law,
reversed summary judgment in favor
of television producer Norman Lear,
despite the fact that the parties never

“The idea man who blurts out his idea
without having first made his bargain

has no one but himself to blame.”

discussed potential business terms: “[I]f
a producer accepts a submitted idea with
full knowledge that the offeror expects
payment in the event of use, California
courts impose liability under a theory of
implied-in-fact contract.”'®

Similarly, in Landsberg v. Scrabble
Crossword Game Players, Inc., an author
submitted a manuscript to the defendant
publishing company, but the parties did
not discuss the author’s expectation of
payment.' After the publishing company
allegedly used his ideas without compen-
sating him, the author asserted a claim
for breach of implied contract. Reversing
the district’s court’s entry of summary
judgment in the publishing company’s
favor, the Ninth Circuit concluded that
despite the lack of evidence that the
plaintiff ever expressly conveyed an
expectation of payment, the parties’ con-
duct was sufficient to establish that his
pitch “may have been made in confi-
dence.” Therefore, the court held that the
plaintiff “should not . . . be held to have
lost the opportunity to be the beneficiary
of an implied-in-fact contract.”®

The Novelty Factor

While arguably relaxing the prerequi-
sites of contract formation, California
courts in the years following Desny also
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reiterated the principle, cited by the
Sixth Circuit in Wrench, that an idea
need not be novel or well developed to
give rise to liability for its use. One
such case, Blaustein v. Burton, arose
from a pitch made to Richard Burton
and Elizabeth Taylor regarding an
idea for a motion picture version of
Shakespeare’s The Taming of the
Shrew.?" As the threshold matter, the
Blaustein court recognized that “there
is nothing unique about the idea of
making a motion picture entitled ‘“The
Taming of the Shrew.””? Nevertheless,
the court reversed the trial court’s entry
of summary judgment for Taylor and
Burton, finding that “[t]here is nothing
unreasonable in the assumption that a
producer would obligate himself to pay
for the disclosure of an idea which he
would otherwise be legally free to use,
but which, in fact, he would [not have
conceived of] but for the disclosure.”?
Until relatively recently, producers
and broadcasters confronted with idea
theft claims could find a safer haven
under New York law, which required a
showing that the plaintiff’s idea was
unique or novel. For example, in Murray
v. National Broadcasting Co., the Second
Circuit, applying New York law, consid-
ered a claim that the plaintiff’s pitch of an
idea for a family-oriented situation come-
dy starring Bill Cosby formed the basis of
The Cosby Show.2* Although the NBC tel-
evision network admittedly received the
plaintiff’s pitch before developing The
Cosby Show and “‘encouraged [plaintiff]
to ‘flesh out’ his proposal,” the court
affirmed summary judgment for NBC,
holding that “under New York law, lack
of novelty in an idea precludes plaintiff
from maintaining a cause of action to
prevent its unauthorized use.” Applying
that principle to the plaintiff’s claims, the
court explained as follows:
We certainly do not dispute the fact that the
portrayal of a nonstereotypical black family on
television was indeed a breakthrough.
Nevertheless, that breakthrough represents the
achievement of what many black Americans,
including Bill Cosby and plaintiff himself,
have recognized for many years—namely, the
need for a more positive, fair and realistic por-
trayal of blacks on television. While NBC’s
decision to broadcast “The Cosby Show”
unquestionably was innovative in the sense that
an intact, nonstereotypical black family had
never been portrayed on television before, the
mere fact that such a decision had not been

made before does not necessarily mean that the
idea for the program is itself novel.*

More recent cases decided under New
York law, however, have eliminated

novelty as a prerequisite to a claim for
breach of implied contract, adopting
a standard similar to that articulated
by the California Court of Appeal in
Blaustein and applied by the Sixth
Circuit in Wrench, namely, that plain-
tiffs may recover damages on a breach
of contract theory if the idea was new
to the defendant at the time of the pitch,
even if it is not unique or novel in a
more general sense:
The lack of novelty, in and of itself, does not
demonstrate a lack of value. To the contrary,
the buyer may reap benefits from such a con-
tract in a number of ways—for instance, by
not having to expend resources pursuing the
idea through other channels or by having a
profit-making idea implemented sooner rather
than later. The law of contracts would have to
be substantially rewritten were we to allow
buyers of fully disclosed ideas to disregard
their obligation to pay simply because an idea
could have been obtained from some other
source or in some other way.”

Applying this reasoning, the Second
Circuit in Nadel v. Play-By-Play Toys &
Novelties reversed a district court’s grant
of summary judgment against an idea man
who had presented a toy manufacturer
with a prototype of a plush toy that makes
noise, sits upright, and spins.?® Abrogating
its holding in Murray, the court held that
“[f]or contract-based claims in submis-
sion-of-idea cases, a showing of novelty
to the buyer will supply sufficient consid-
eration to support a contract.”?

Against this backdrop, the Sixth
Circuit’s reversal of summary judgment
in Wrench and the jury’s verdict in June
2003 appear to be less of an aberration
or extension of liability than an applica-
tion of established principles supporting
the imposition of liability when an idea,
new to the recipient, is submitted with
the mutually understood expectation
that the idea man will be compensated
if the idea is exploited. As discussed
below, Wrench also touched upon
a more fluid question to which the
courts have not yet provided a uniform
answer: Can idea theft claims withstand
preemption under federal copyright
law, particularly when a plaintiff’s
submission to a defendant consists
of a written screenplay, treatment,
or other tangible embodiment?

“This Program Is Preempted by . ..”
Desny and several other leading cases
involving entertainment-related idea
submission claims were decided in the
1950s, 1960s, and early 1970s—before
the enactment of the Copyright Act of
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1976 with its broad preemption of state
law claims falling within its subject
matter. This raises the question of
whether state law claims arising from
the alleged misappropriation of ideas
for films or television programs remain
viable in light of the Act’s preemptive
effect. After all, many entertainment-
related pitches include some tangibly
fixed component, such as a written
outline or treatment or an audiovisual
representation of an idea or concept.

The district court’s grant of summa-
ry judgment in Wrench, which the Sixth
Circuit later reversed, was based not
only on a requirement of novelty in idea
submission claims but also on the finding
that the Act preempted Wrench’s com-
mon law claims. Notably, the district
court recognized that no bright-line
rule governed its preemption analysis:
“Sometimes implied-in-fact contracts
are preempted, and sometimes implied-
in-fact contracts are not preempted.”*
After reviewing cases on both sides of
the preemption issue, the district court
held that

[a] promise not to use another’s ideas and con-

cepts without paying for them is equivalent to

the protection provided by section 106 of the

Copyright Act. . . . Here, Taco Bell’s alleged

promise not to use Plaintiffs’ ideas and con-

cepts does not differ from the Copyright Act’s
prohibition against preparing derivative works
from or displaying copyrighted works.*

The Sixth Circuit disagreed. In its
reversal of summary judgment, the
court emphasized that the alleged
implied-in-fact contract at issue in
Wrench, which entailed the expectation
that the creators of Psycho Chihuahua
would be compensated if Taco Bell
used their ideas, gave rise to the extra
element required to remove an idea
theft claim from the purview of copy-
right preemption:

The gist of appellants’ state law implied-in-fact

contract claim is breach of an actual promise to

pay for appellants’ creative work. It is not the
use of the work alone but the failure to pay for
it that violates the contract and gives rise to the
right to recover damages. Thus, the state law
right is not abridged by an act which in and of
itself would infringe one of the exclusive rights
granted by § 106, since the right to be paid for
the use of the work is not one of those rights.”

An examination of the broader body of
case law reveals that a categorical rule for
or against preemption of implied-in-fact
contract claims based on the submission
of ideas has not yet been articulated.
Courts have suggested that a more sensi-
ble approach requires examination of “the



specific contractual rights at issue to deter-
mine whether they [are] equivalent to
exclusive rights under the Copyright
Act.”® Accordingly, at least for the time
being, the outcome depends on “the pre-
cise contract right being asserted.”*

Federal Copyright Preemption
Before the enactment of the Copyright
Act of 1976, works of authorship were
protected by either common law copy-
right for unpublished works or statutory
copyright for published works.*
Through the Act, Congress dramatically
altered that regime by creating a single
federal system of copyright protection.®
The congressional mandate for fed-
eral protection of copyright is explicit
and far-reaching,” as reflected in the
Judiciary Committee’s report:
The intention of section 301 is to preempt and
abolish any rights under the common law or
statutes of a State that are equivalent to copyright
and that extend to works coming within the
scope of the Federal copyright law. . . . [S]ection
301 is intended to be stated in the clearest and
most unequivocal language possible, so as to
foreclose any conceivable misinterpretation of its
unqualified intention that Congress shall act pre-
emptively, and to avoid the development of any
vague borderline areas between State and
Federal protection.™

The Act exclusively governs all state
claims that fall within the subject mat-
ter of copyright and that present “legal
or equitable rights that are equivalent to
any of the exclusive rights within the
general scope of copyright as specified
by section 106 in works of authorship
that are fixed in a tangible medium of
expression.”® Works of authorship
include literary works, musical works,
dramatic works, and motion pictures,
among others.* Further, a work is “fixed”
in a tangible medium of expression when
“its embodiment in a copy . . . is suffi-
ciently permanent or stable to permit it to
be perceived, reproduced or otherwise
communicated for a period of more
than transitory duration.”*'

Consistent with the Act, many juris-
dictions employ a two-part test, similar
to that applied by the Sixth Circuit in
Wrench, preempting rights granted
under state law if (1) the subject matter
of the claim comes within the “subject
matter of copyright,” as defined in sec-
tions 102 and 103 of the Act, and (2)
the rights granted under state law are
“equivalent” to any of the exclusive
rights within the general scope of copy-
right as defined in section 106 of the
Act (or, put differently, the rights lack

an extra element beyond mere repro-
duction or distribution rights).*

Can Ideas Satisfy the First Prong?
The Copyright Act denies copyright pro-
tection to ideas* but grants protection to
the expression of those ideas.* Apparently
mindful of this gap, plaintiffs in idea sub-
mission cases often craft their pleadings to
sidestep the first prong of the preemption
analysis by placing their claims outside
the Act’s subject matter. To that end, they
often describe their creative work as no
more than an “idea.”*

This tactic has failed in most jurisdic-
tions. For preemption purposes, courts
have held that the subject matter element
cannot be circumvented by asserting that
the cause of action at issue is based on
ideas, not on the expression of those
ideas. Thus, the Sixth Circuit in Wrench,
although finding for the plaintiffs on the
second prong of the preemption analysis,
held that the idea for Psycho Chihuahua
fell within the subject matter of the
Copyright Act.® In other cases, ideas for
a television series, an animated children’s
program, an ad slogan, and a
children’s educational concept
all were found to fall within the
subject matter of copyright, sat-
isfying the first prong of the test
for preemption.”” Courts reason
that ideas fall within the Act’s
subject matter because the
“shadow actually cast by the
Act’s preemption is notably
broader than the wing of its
protection.”® These holdings are
rooted in Congress’s statement that

[a]s long as a work fits within one of the gen-

eral subject matter categories of sections 102

and 103, the bill prevents the States from pro-

tecting it even if it fails to achieve Federal
statutory copyright because it is too minimal or
lacking in originality to qualify, or because it
has fallen into the public domain.”

In keeping with the breadth of the
Act, when a plaintiff alleges that a
defendant used materials that contain
both protectable expressions of ideas
as well as the ideas themselves, courts
have held that the Act preempts state
law claims. For example, in the Second
Circuit decision Harper & Row,
Publishers, Inc. v. Nation Enterprises,®
the plaintiff claimed that the defen-
dant’s publication of material from
President Gerald Ford’s manuscript
interfered with the plaintiff’s contract to
publish excerpts from the manuscript.
In rejecting the notion that uncopy-

rightable material takes a work out of

the subject matter of copyright, the

Harper & Row court reasoned thus:
The fact that portions of the [work] may
consist of uncopyrightable material . . . does
not take the work as a whole outside the sub-
ject matter protected by the Act. . . . That inter-
pretation would run directly afoul of one of the
Act’s central purposes, to avoid the develop-
ment of any vague borderline areas between
State and Federal protection.”

More recently, in United States ex
rel. Berge v. Board of Trustees of the
University of Alabama, the Fourth
Circuit specifically held that a claim
based upon the exploitation of a work
containing both protectable material as
well as unprotectable ideas is completely
preempted.® In Berge, the Fourth Circuit
found that the Act preempted a state law
action for conversion of a doctoral dis-
sertation.®® Responding to the author’s
argument that her “ideas and methods”
were excluded from the scope of copy-
right protections, the court concluded
that she suggested a “fallacious inter-
pretation of the Copyright Act. . ..”
According to the court, the plaintiff

Wrench appears to be less of

an aberration or extension of

liability than an application of

established principle.

wanted “to argue that ideas embodied
in a work covered by the Copyright Act
do not fall within the scope of the Act
because the Act specifically excludes
them from protection. But scope and
protection are not synonyms.”**

Preemption Analysis: Part IT

Because ideas often satisfy the first part
of preemption analysis, many idea sub-
mission cases turn on the second prong,
i.e., whether state law creates rights equiv-
alent to those protected by the Copyright
Act. Section 106 of the Act provides that
an owner of a copyright has exclusive
rights to undertake and to authorize the
reproduction of copyrighted works in
copies, the preparation of derivative
works, the distribution of copies of the
copyrighted work by sale or by transfer of
ownership, the performance of the copy-
righted work, and the public display of the
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copyrighted work.® To survive preemp-
tion, a state law cause of action arising
from the submission of an idea must
include an “extra element” (in addition to
or instead of the acts of reproduction, per-
formance, distribution, or display) that
changes the nature of the action so that it
is qualitatively different from a copyright
infringement claim.*®

As discussed below, for this second
prong of preemption analysis, courts
have refrained from adopting a bright-
line rule and instead employ a fact-
specific approach.””

Several courts have held that the
Copyright Act preempts claims based on
the submission of an idea.® A review of
these decisions shows that courts look to
substance over form, thus preventing
plaintiffs from disguising a federal claim
as a state law claim. Federal district courts
in California, Maryland, and New York
have held that when the purportedly
unlawful acts effectively amount to no

Many idea submission cases turn on
the second prong, i.e., whether state
law creates rights equivalent to those

protected by the Copyright Act.

more than a promise not to accept the
benefit of the creative work by unlawfully
reproducing or distributing it, the state law
claims are preempted.

Selby v. New Line Cinema

In Selby v. New Line Cinema, William
Selby alleged breach of implied con-
tract based on the defendants’ promise
to compensate him and give him appro-
priate screen credit if his ideas were
used to produce a motion picture.*
Selby had “conceived of an idea for a
theatrical motion picture and written

a screenplay based upon that idea enti-
tled ‘Doubletime,’”” which he registered
with the Writer’s Guild of America and
for which he obtained a federal copy-
right registration.®® Selby’s agents sub-
mitted the Doubletime screenplay and
his ideas for the screenplay to New
Line for review and consideration. New
Line informed Selby that although it
was reluctant to produce the project at
that time, it was interested in reviewing
subsequent drafts of Doubletime.

New Line later purchased for $1 mil-
lion a similar screenplay, written by
defendant Toby Emmerich, entitled
Frequency and produced a film based on
this screenplay. Selby argued that New
Line “copied the expression of
‘Doubletime’ . . . in developing and pro-
ducing the film based on ‘Frequency.””'
Selby contended that based on the presen-
tation of Doubletime by Selby’s agents, an
implied contract arose, which New Line
breached by using Selby’s ideas without
compensation or screen credit.

The U.S. District Court for the
Central District of California relied on
the Fourth Circuit’s decision in Berge
in finding that “plaintiff’s ideas fall
within the subject matter of copy-
right.”® The Selby court further held
that plaintiff’s implied contract claim
was preempted, reasoning that “[d]efen-
dants’ alleged promise not to ‘use’
plaintiff’s ideas does not prohibit any
conduct beyond that prohibited by the
Copyright Act.”® Central
to the court’s analysis
was the lack of an extra
element in the alleged
implied-in-fact contract
between the parties, i.e.,
the implied contract
failed to regulate the par-
ties’ conduct beyond the
mere use of the plain-
tiff’s ideas.®

Metrano v. Fox Broadcasting

The recent decision in Metrano v. Fox
Broadcasting Co., Inc.,* reinforces the
willingness demonstrated in Selby, at
least in the Central District of California,
to find preemption of common law idea
submission claims. Unable to continue
his career as an actor following an acci-
dent that left him paralyzed, plaintiff
Art Metrano conceived of an idea for

a television series based on his life
experience.®® Metrano registered a
treatment for a television series with
the Writers’ Guild of America describ-
ing a show entitled Beyond Belief, which
featured human interest stories about
people with extraordinary medical condi-
tions and about people who can perform
incredible feats.*”

After conversations between Metrano
and Katie Face Productions, Metrano and
a representative and agent of Katie Face
met with Fox Broadcasting.®® During the
meeting, the plaintiff orally pitched his
ideas and presented Fox with his treat-
ment in the form of index cards detail-
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ing seventeen people and stories that
could be featured on the show, tapes of
possible subjects, and other possible
source materials, including the
Guinness Book of World Records.®®

After the meeting, Fox informed the
plaintiff that it was not interested in
Beyond Belief.”® However, Metrano
later discovered that Fox Broadcasting
had produced Guinness World Records:
Prime Time, a show that featured sto-
ries and people similar to those he pro-
posed and that allegedly utilized the
same formats as those detailed in the
Beyond Belief treatment.”

Metrano alleged that Fox, in accor-
dance with industry custom and practice,
had implicitly agreed to compensate or
credit him for the use or disclosure of his
treatment and, thus, breached the implied
contract when it used his ideas.”” Metrano
further contended that federal law did not
preempt his state law claim for breach of
implied contract because he had “verbally
pitched ideas not included in his treat-
ment” and the “treatment he presented
was only a rudimentary general outline
of his ideas.””®

The Metrano court disagreed: [The
Selby] court held that it was sufficient
that plaintiff’s ideas for his screenplay
were embodied in a work covered by
the Copyright Act for the ideas to fall
within the subject matter of
copyright. . . . This Court adopts the
reasoning expressed in Selby and finds
that because plaintiff’s ideas are
embodied in works covered by the
Copyright Act, his ideas fall within the
subject matter of copyright law.™

Having found that the creative work
at issue fell within the Act’s subject
matter, the Metrano court held that
those rights conferred by the alleged
contract between Metrano and Fox
were equivalent to the rights protected
under the Act and, thus, Metrano’s
claim for breach of implied-in-fact
contract was preempted: “[A] suit for
breach of a promise not to use plain-
tiff’s ideas without compensation does
not require proof of any element that is
not required by the Copyright Act.””®

Fischer v. Viacom

In Fischer v. Viacom International, Inc.,”®
plaintiff Steven Fischer had created an
animated character team comprised of
“a guy named ‘Steve’ and his blue dog
named ‘Bluey.”” This character team
served as the basis for numerous copy-



righted works, including an unpub-
lished manuscript, Bluey and His
Friend the Bluester, and a published
collection of comic strips titled There’s
a Blue Dog Under My Bed.” Fischer
incorporated Blue Dog Productions,
Inc., to publish Steve & Bluey stories,
and the following year he created a tel-
evision show for Blue Dog Productions
to produce. Over the next three years,
Blue Dog Productions searched for
production partners and financing.”

Viacom and Fischer exchanged corre-
spondence and telephone calls.” Viacom
allegedly expressed interest in Fischer’s
idea and encouraged him to develop it.
Subsequent to these communications with
Viacom and after hearing about what a
family member saw and believed to be his
program, Fischer alleged that Viacom
(and related entity MTV Networks)
unlawfully appropriated his ideas to
develop the highly successful Blue’s
Clues program and falsely took credit for
the creation of the characters on that
show.® Moreover, Fischer claimed that
Viacom’s actions amounted to a breach of
implied contract, breach of confidence,
and a violation of the Lanham Act.

On the first prong of the preemption
test, the U.S. District Court for the
District of Maryland, applying New
York law, found that Fischer’s asserted
idea for an animated children’s program
was indistinguishable from the copy-
rightable “written proposal for a children’s
animated television series featuring
‘Steve and Bluey’” and the detailed
written description of the program he
submitted to Nickelodeon.®!
Consequently, the court determined that
Fischer’s “idea falls within the scope of
the subject matter of copyright, even if
the idea itself would not be protected
by the Copyright Act.”#

The court then dismissed Fischer’s
implied contract claim based on the
finding that the second prong of the
preemption test was also satisfied, i.e.,
that his claim did not present the extra
element necessary to withstand preemp-
tion: “Because this alleged contract did
not regulate the parties’ conduct beyond
the mere use of Fischer’s ideas, the rights
protected by the implied contract are
equivalent to the exclusive rights pro-
tected by the Copyright Act.”®

Panizza v. Mattel, Inc.
Plaintiff Janis Panizza sought damages
for breach of quasi-contract when she

provided certain ideas for two computer
programs to The Learning Company
(TLC, which was subsequently purchased
by defendant Mattel) on a confidential
basis.®* These ideas were allegedly
accompanied by written and graphic
materials, including a videotape of how
the program would appear once fully
developed.® Panizza claimed that the
ideas were presented with the understand-
ing that if TLC were interested in the pro-
gram, it would underwrite further devel-
opment and enter into an agreement with
the plaintiff under which TLC would
manufacture and sell the programs and
compensate her on a royalty basis.®

In an effort to avoid preemption,
Panizza argued that her submission was
an uncopyrightable idea. The District
Court for the Southern District of New
York was not persuaded, stating that “a
plaintiff may not employ artful pleading
to ‘cloth[e] a federal claim in state garb™
and finding that for purposes of preemp-
tion, the Act applies with equal force to
ideas.®”

Turning to the extra element test, the
court found that Panizza’s unjust enrich-
ment theory “solely concern[ed] the bene-
fit defendant allegedly received by using
plaintiff’s ideas and related materials
without her permission or authorization to
do so. ‘The overwhelming majority of
courts in this circuit have held that an
unjust enrichment claim based upon the
copying of subject matter within the scope
of the Copyright Act is preempted.’”®
Accordingly, the court found that
Panizza’s claim lacked the requisite extra
element and was preempted.®

A Stricter Approach to Preemption
Notwithstanding the liberal construction
of the Copyright Act applied by the fed-
eral district courts in the cases surveyed
above, all of which turned on the sub-
stance of the allegations, other courts
have adopted a more literal application
of the Act. Like the Sixth Circuit in
Wrench, they have found that the Act
does not preempt claims based on allega-
tions setting forth key elements of breach
of implied-in-fact contract. Although
these courts still find that the ideas at
issue fall within the subject matter of
the Act, the analysis turns on the equiva-
lence of the rights asserted to the exclu-
sive rights under the Act.

As a preliminary matter, some courts
addressing breach of contract actions gen-
erally have concluded that they are never

preempted because the promise to per-
form the contract in itself constitutes the
extra element to make the action qualita-
tively different from a copyright infringe-
ment action.® In the more specific context
of breach of implied contracts arising
from the submission of ideas, however,
courts have not applied a categorical rule
and, instead, have followed a fact-specific
approach. Even with the case-by-case
approach adopted by courts, the decisions
discussed below show the salience of cer-
tain allegations. Notably, numerous feder-
al district courts, like the Sixth Circuit in
Wrench, have held that when a party
alleges the idea was shared in exchange
for compensation, the preemption
challenge fails.

Chesler/Perlmutter Productions, Inc.
v. Fireworks Entertainment, Inc.
Chesler/Perlmutter Productions, Inc. v.
Fireworks Entertainment, Inc.,°" con-
cerned a production company that created
a potential television series, Gitana, set in
the 1500s and featuring an imprisoned
princess who doubles as an action hero-
ine.®” When Fireworks Entertainment
produced Queen of the Swords, allegedly
based on similar ideas, plots, and scenes,
Chesler/ Perlmutter Productions filed a
complaint in state court alleging breach
of express and implied contract as well
as unjust enrichment.® Fireworks
Entertainment successfully removed the
case to federal court by alleging the
causes of action were preempted.

Chesler alleged it pitched the series
to Fireworks Entertainment, at which
time the latter asked for Chesler’s writ-
ten treatment for Gifana. Further alle-
gations included ongoing discussions
concerning development, production,
financing, and compensation, as well
as the exchange of proposed budgets.
Chesler ultimately sent Fireworks
Entertainment a draft contract, contem-
plating a producer’s fee, shared profits,
hiring of writers, as well as scripts for
the series.® This draft, Chesler claimed,
was memorialized in a written contract
whereby compensation to the plaintiff
was agreed. Shortly thereafter, Fireworks
Entertainment produced the allegedly
infringing work.

Based on these allegations, the U.S.
District Court for the Central District of
California found the claims for breach
of express contract and breach of a par-
tially written and partially oral contract
were not preempted because the alleged
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terms, e.g., specific amounts and times
of payment, selection of Chesler’s writer,
employment of Chesler’s employee as
producer, and Chesler’s right of consulta-
tion, “‘go beyond a ‘promise not to accept
the benefit of a copyright work.””’%
Although the court acknowledged that
the claim for breach of implied contract
was a “closer question,” the court ulti-
mately found dispositive the allegations
that the parties reached an actual agree-
ment and that the relationship between the
parties continued thereafter. These allega-
tions satisfied the “‘extra element” require-
ment such that the claim exceeded the
exclusive rights protected by the Act.
Similarly, the allegation that Fireworks
Entertainment breached an explicit prom-
ise to pay certain sums of money and,
in turn, was unjustly enriched by
retaining those specific sums was held
to be sufficient to provide the requisite
“extra element.” %

Groubert v. Spyglass

Entertainment Group LP

Not unlike the plaintiff in Chesler, plain-
tiff Mark Groubert pitched an idea for a
story and presented copies of a written
treatment to defendants Disney and
Touchstone.”” When Disney and
Touchstone produced a motion picture
entitled The Farm, purportedly based on
Groubert’s idea, pitch, and treatment,
without compensating him, he initiated
an action for breach of implied-in-fact
contract, among other claims.

Groubert alleged that the pitch
included an implied agreement that if
Disney or Touchstone created a motion
picture based on the idea, treatment,
and/or pitch, he would be fairly com-
pensated.®® Acknowledging the fact-
specific approach applied in Fischer
and Selby, the U.S. District Court for
the Central District of California focused
on the rights created by the alleged con-
tract and whether any of those rights dif-
fered from the rights protected under the
Act.® Groubert’s allegation that he met
and shared with Disney and Touchstone
his idea with the implicit understanding
that he would be compensated for any
movie flowing from the idea was dispos-
itive for the court.'® This, the court ruled,
was not equivalent to copyright law:
Disney and Touchstone may use
Groubert’s idea under the Act without
paying Groubert, but since Groubert
allegedly disclosed the idea on the condi-
tion that he would be compensated, the
“promise in the formation of this implied

contract contains an ‘additional element’
not covered under copyright law.”'!

Katz Dochrermann
& Epstein, Inc. v. HBO
In Katz Dochrermann & Epstein, Inc. v.
Home Box Office, an advertising agency
pitched an idea to HBO as part of an
advertising campaign: “It’s Not TV, It’s
HBO.”"® Many meetings allegedly were
held between the agency and HBO, dur-
ing which HBO expressed an interest in
the idea, but HBO never affirmatively
stated that it accepted the agency’s cam-
paign. The agency initiated an action for
breach of implied-in-fact contract, among
other claims, against HBO when HBO
began running an “It’s Not TV, It’s
HBO” campaign.'®

The agency alleged that it was solicited
by HBO and that “implicit in this request
was a promise to compensate [the agency]
for its time, talent and effort” if the
agency’s idea was used.'™ Rejecting
HBO’s preemption argument, the U.S.
District Court for the Southern District of
New York emphasized the plaintiff’s alle-
gation that “HBO made an implied prom-
ise to pay for [the agency’s] idea” and
found that promise to comprise the neces-
sary extra element “separate and apart
from any claim for copyright infringement
involving the literary work.”

Conclusion

The survey of recent decisions in numer-
ous federal courts across the country
shows that the only categorical rule in pre-
emption analysis (and even that character-
ization is extreme) that emerges is that
ideas are broadly construed to be sub-
ject to preemption based on the expan-
sive view of the subject matter of the
Copyright Act, which is the first prong of
the preemption analysis. This is a partial
victory for the defendant asserting pre-
emption, leaving the equivalent rights or
extra element test to be satisfied.

On that second prong, the courts have
failed to provide a clear road map for liti-
gants involved in claims asserting state
law rights based on the submission of
ideas. The district courts that apply a lib-
eral view of the Act treat allegations con-
cerning a promise to pay for the ideas at
issue as thinly veiled allegations of a
promise not to reproduce the idea—alle-
gations that are equivalent to the rights
protected under the Act. Thus, although
the plaintiffs in Selby, Metrano, and
Fischer alleged that an implied contract
arose based on their submission or disclo-
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sure of a treatment, screenplay, or idea in
exchange for compensation or credit, the
courts nevertheless found the asserted
rights were effectively equivalent to those
protected by the Act. Strikingly, the alle-
gations dispositive for Selby, Metrano,
and Fischer were equally dispositive
for the courts applying a strict view of
the Act, thereby rejecting the preemption
challenges. Indeed, the Chesler, Groubert,
Katz, and Wrench courts all found that
allegations of an implied agreement for
compensation in exchange for use of an
idea presented the extra element sufficient
to survive preemption.

At first glance, it seems that no
meaningful distinction between Selby,
Metrano, Fischer, and Panizza, on the
one hand, and Chesler, Groubert, Katz,
and Wrench, on the other, exists. Some
common themes can be drawn from the
factual context of these cases, however.
The cases in which the courts allowed
the state law contract claims to go for-
ward, Chesler, Groubert, Katz, and
Wrench, share a common element of
alleged solicitation and acceptance by a
defendant, whereby the defendant
invites the pitch of the idea, the plain-
tiff prepares and pitches the idea, the
defendant expresses some form of
approval, and then the parties engage
in at least some discussion of payment.

For example, in Chesler, ongoing
discussions concerning development
of the plaintiff’s pitch went so far that a
draft contract was prepared. The
Groubert plaintiff allegedly disclosed
his ideas at a pitch meeting under the
express condition that he expected com-
pensation, a condition that the defendant
accepted by using his idea. In Katz, it
was alleged that HBO actually solicited
the plaintiff advertising agency and affir-
matively expressed interest in the idea
before launching an advertising cam-
paign. Likewise, in Wrench, the plain-
tiffs spent over a year pitching Taco Bell
with their Chihuahua idea and negotiat-
ed an actual licensing agreement that
was never finalized.

Thus, if a plaintiff can convince a
judge that the defendant went further than
merely attending a pitch meeting and
affirmatively took steps toward accepting
the offered work or forming a written
agreement, the plaintiff’s claim seems to
have a better chance of surviving a pre-
emption challenge. When actual elements
of a contract, and acceptance specifically,
can be gleaned from the pleadings, courts
more readily find the necessary extra



elements that bring these claims within
the rubric of state contract law.

Alternatively, a defendant is well
served in challenging a state law idea sub-
mission claim when the plaintiff’s submis-
sion was unsolicited or the defendant
affirmatively rejected the plaintiff’s work,
as seen in Selby, Metrano, Fischer, and
Panizza. In Selby, defendant New Line
stated that it was not interested in the proj-
ect as submitted by the plaintiff, apparent-
ly suggesting that the plaintiff prepare
subsequent drafts on a “‘don’t call me, I'll
call you” basis. In Metrano and Fischer,
conversations and discussions between the
plaintiff idea men and defendant televi-
sion and motion picture studios ultimately
led nowhere. In Metrano, defendant Fox
Broadcasting rejected the plaintiff’s sub-
mission outright. Finally, in Panizza, the
defendant never manifested assent to the
plaintiff’s offer in the form of an unsolicit-
ed idea submission.

The body of case law as a whole pres-
ents a spectrum of claims, ranging from
completely unsolicited submissions where
no contract discussions resulted, to situa-
tions where the parties neared an actual
bargain and took steps toward finalizing
it. The closer the parties come to reaching
agreement on the terms of an express con-
tract, the more likely it is that the idea
submission claims will survive a preemp-
tion challenge. The Sixth Circuit’s reason-
ing in Wrench is illustrative of this point:
the factual context involving (1) the
defendant actively soliciting the idea, (2)
the parties engaging in ongoing negotia-
tions, and (3) the allegation that the defen-
dant understood that the “Psycho
Chihuahua” idea came at a price satisfied
the court that the implied-in-fact contract
claim presented an extra element beyond
the rights protected by the Act.

Though these common themes are
somewhat useful for practitioners in
framing litigation strategies, they by no
means yield consistently predictable
results. For practitioners, the uncertainty
in this area of the law impedes the
process of case strategy. Attorneys repre-
senting plaintiffs will continue to strug-
gle to sufficiently allege an actionable
claim, one not susceptible to preemption,
though the recent jury award in Wrench
will likely be incentive enough for plain-
tiffs to take their chances. Likewise, the
struggle for attorneys representing defen-
dants lies in deciding whether to fashion
a defense based at least in part on fed-
eral preemption of state law idea sub-
mission claims. If Wrench is any indi-

cation of the direction of the federal
appellate courts, the defendants must
carefully weigh the decision to pursue
a vigorous defense of idea submission
claims arising from active negotiation
between the parties over the use of an
idea. Once the federal courts reach
more uniform standards for the preemp-
tion of idea submission claims, plain-
tiffs and defendants will be better able
to evaluate the merits of such claims
and to work toward more efficient and
cost-effective resolution. [
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