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FREDERICK REMSEN HUTTON

FREDERICK REMSEN HUTTON, PRESIDENT OF THE AMERICAN SOCIETY
oF MEcHANICAL ENGINEERS, 1907

There is probably no one person whose career has been more inti-
mately connected with The American Society of Mechanical Engineers
than Prof. F. R. Hutton. For twenty-three years he filled the office
of Secretary, during which time the Society grew from a member-
ship of 364 to 3366, an increase of 3000, and when in 1906 he was elected
President of the Society, its commanding position among the national
professional societies had long been assured.

Professor Hutton was born in New York, May 28, 1853. After
preparation in a private school in New York, he entered Columbia
College, receiving the degree of A.B. in 1873. After graduation he
entered the School of Mines, and was given its degree in 1876. A year
later he was appointed instructor in mechanical engineering as an
associate of the late Prof. W. P. Trowbridge. This was the first
recognition which Columbia gave to the important relations of
mechanical engineering to other engineering courses. He entered
the faculty as adjunct professor in 1881 and became professor in
1890. Upon the death of Professor Trowbridge, in 1892, the chair
of engineering which he occupied was divided, and professorships in
civil engineering and electrical engineering were added to the already
existing professorships of mining and mechanical engineering. Pro-
fessor Hutton was made the head of the mechanical department.
He continued to direct this department until his resignation, July 1,
1907. At this time he resigned and was elected professor emeritus.
For six years during his professorship he was Dean of the Faculty
of Applied Science.

During Professor Hutton’s association with the university he
developed the mechanical laboratories until the equipment at present
is the most complete of any technical school. It includes a Baldwin
compound locomotive mounted upon its testing equipment, a triple
expansion Allis-Reynolds engine, and also a three-stage air com-
pressor, and the hydraulic equipment of the Henry R. Worthington
laboratory. The equipment has been valued at $100,000.

Y
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Columbia conferred upon Professor Hutton, in 1882, the degree
of Ph.D., and upon the occasion of its one hundred and fiftieth anni-
versary, in 1904, the degree of Sc.D.

Professor Hutton became Secretary of the Society in 1883, three
years after its organization, when its offices were located at 17 Cort-
landt Street. He continued to direct its activities during the years
following when it was located successively at 280 Broadway (The
Stewart building), 84 Madison Avenue, and 12 West 31st Street.
In 1890 the house at 12 West 31st Street was purchased for $60,000,
and sold in 1906 for $120,000, realizing a profit of nearly $60,000.
Professor Hutton took an active part in this important and successful
transaction, and became one of the Trustees of the Mechanical
Engineers Library Association, organized to hold the property. One
of the most remarkable events in the history of the Society was the
trip made to Europe in 1889. Professor Hutton was connected with
the arrangements for this trip, which has had a wide influence in
giving international recognition to the Society and establishing the
bond of professional fellowship between this and the countries visited.

Professor Hutton was the member appointed by this Society of
the Conference and Building Committee of the United Engineering
Society. This Committee was organized to plan the new Engineer-
ing Societies’ Building at 29 West 39th Street, and during its erection
considered the problems and attended the execution of the details
which make the building one of the most complete of modern struc-
tures. Professor Hutton is also one of the Board of Trustees, which
is the holding corporation for the United Engineering Society.

He declined reélection to the office of Secretary in January 1906, and
at the Annual meeting, the following December, was unanimously
elected president. Professor Hutton’s many years of service made
it particularly fitting that he should be the first president at the
opening of this new era of prestige and prosperity for engineering,.

In addition to the work for the Society and at Columbia University,
Professor Hutton has been a contributor to scientific literature. His
most important books, which have received considerable acceptance
in the educational field in the United States and in England, are
“The Mechanical Engineering of Power Plants,” ‘“Heat and Heat
Engines,” and ‘“The Gas Engine.” The:ﬁrst of these is used as a
text book in some of the technical institutions of Japan. He was
the author of two of the most important monographs of the Census
of 1880, one coveringfmachine tools and the other pumps and pump-
ing engines. iq

He has contributed to the Transactions of the Society over his own
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name, with unsigned contributions, and memorial monographs and
discussions. ‘“Mineral Wool as a Non-Conductor Around Steam
Pipes;”’ ‘ First Stationary Steam Engines in America;”” ¢ A Classifica-
tion and Catalogue System for an Engineering Library;’”’ “The Me-
chanical Engineer and the Function of the Engineering Society.” He
has done considerable editorial work as associate editor of Johnson’s
Encyclopedia, as one of the editors of scientific and engineering titles
of the Century Dictionary, as Departmental editor in the Engineer-
ing Magazine, and has been a contributor to technical journals and
a lecturer to scientific and popular audiences in New York and else-
where.

At the close of Professor Hutton’s administration as president he
was appointed by the Council to the office of Honorary Secretary.
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CALVIN WINSOR RICE

THE NEW SECRETARY OF THE AMERICAN SOCIETY OF MECHANICAL
ENGINEERS

BY JOHN W. LIEB, JR.

Mr. Calvin Winsor Rice has seen considerable service in the councils
of engineering societies, and during 1906 he was chairman of the
committee of papers and meetings of the Mechanical Engineers. By
temperament, education, and professional experience he is peculiarly
qualified to fill the position of secretary of one of the most influential
engineering bodies, and it opens to him a career of distinction and
wide usefulness.

Mr. Rice was born at Winchester, Mass., on November 4, 1868, and
received his earlyeducation in the public schoolsof Boston,New Haven
and Winchester. He entered the Massachusetts Institute of Tech-
nology in 1886, graduating from the course in electrical engineering.
He was already familiar with the handling of machine tools, and,
after some practical experience in the drafting room and in various
subordinate positions, was advanced to the position of assistant
engineer in the Power and Mining Department of the Thomson-Hous-
ton Company, at Lynn, Mass. When the consolidation with the
General Electric Company took place Mr. Rice was transferred to the
Schenectady works. He was soon advanced to a position of greater
responsibilities as district engineer of the company, with headquar-
ters at Cincinnati, a field in which his services were called upon in
many branches of electrical engineering work—railway, lighting,
power and mining.

He then turned his attention to mining work, and after service in
the Silver Lake Mines, at Silverton, Col., he became connected, as
consulting engineer, with the Anaconda Copper Mining Company, of
Butte, Mont. There he obtained a wide experience in the develop-
ment of water-powers, in their transmission electrically to distant
points and in the economical handling of large steam plants. Return-
ing to the East, he was appointed electrical engineer of the Kings
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County Electric Light and Power Company, and later took part in the
engineering work in connection with the consolidation of the lighting
plants in the boroughs of Manhattan and the Bronx, of the city of
New York, under the auspices of the New York Light, Heat and Power
Company, succeeded by the New York Edison Company. As engi-
neer in charge of one of the operating departments of the company
and engineer of the company operating the high-tension subways of
New York City, he became thoroughly familiar with all branches of
central station work.

In 1902 Mr. George Westinghouse was preparing to introduce the
Nernst lamp to the American public, and Mr. Rice received a call to
direct the work as second vice-president and manager of the Nernst
Lamp Company. The year following he returned to the service of
the General Electric Company as consulting engineer of the New
York office where he made a specialty of steam engineering, with
particular reference to steam turbines.

Mr. Rice is a member of The American Institute of Electrical
Engineers, and The Institution of Electrical Engineers.
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REGULAR MONTHLY MEFETINGS

STATUS OF PAPERS PRESENTED AT THE MONTHLY MEETINGS

The Council decided at a meeting on April 16 that—as heretofore
the Society had not held regular monthly meetings and that as such
monthly meetings had not been specifically mentioned in the Con-
stitution and By-Laws or Rules of the Society as having official recog-
nition—it was the sense of the Council that monthly meetings now be
considered as official, and that they offer equal opportunity with the
annual and spring meetings for the presentation of technical papers
and discussions, and that the same shall be considered by the Publi-
~ cation Committee for the Transactions equally as if they had been
presented at the annual or spring meeting.

THE JANUARY MEETING

In January 1907, the Society began holding regular monthly meet-~
ings on the second Tuesday of each month. The January meeting,
Tuesday evening, January 8, the first ineeting of the Society in the
new building, was addressed by Frederick P. Fish, Esq., of Boston,
President of the American Telephone and Telegraph Company, the
subject being ‘The Ethics of Trade Secrets.”’” Mr. Fish is not only
one of the most eminent attorneys of America, but has made a speci-
alty of patent causes. His address was a logical treatment of a sub-
ject which has been of great interest since the beginning of modern
industries. It is published in this volume. The meeting was pre-
sided over by the President.

THE FEBRUARY MEETING

At the February meeting held on Tuesday evening, February 12,
“The Testing of Inflammable Gases’” was treated by (. E. Sargent, of
Chicago, Ill., and Prof. Charles M. Allen of Worcester Polytechnic
Institute delivered a lecture on gasolene in which he made experi-
ments showing the chemical combinations necessary to produce an
explosive gas and the combination of air and gas for producing an
inflammable liquid.
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. THE MARCH MEETING

Mr. John W. Lieb, Jr., Vice-President of the Society, addressed a
large audience in the main Auditorium on the evening of March 21.
The lecture, delivered on the occasion of the regular monthly meet-
ing, was on ‘Vesuvius and the Mechanic Arts of Pompeii,” giving
the history of the eruptions of Vesuvius and a description of the
life and customs of Pompeii from the earliest record down to the
present time.

The lecturer spoke of volcanic heat as a source of energy as yet
practically without utilization, and as a field of investigation for the
engineering profession, taking up also the character of volcanic activ-
ity, computing the enormous pressure necessary to sustain the col-
umns of lava erupted from the craters—which are in many cases a
thousand feet deep—and to force them a thousand feet or more
into the air. ‘

He explained the accepted causes of volcanic activity, the theories
of volcanic phenomena, and the products of eruption—giving a scien-
tific analysis of their composition.

A brief historical sketch of the eruptions of Vesuvius, beginning
in 63 A. D., followed, including the letters of Pliny the Younger to
Tacitus, in which there is a graphic description by an eye-witness of
the terrible catastrophe of 79.

The descriptions and pictures of the city of Pompeii; the streets,
the baths, the homes, the temples, and the amphitheatre formed a
valuable part of the lecture. A picture was shown of an interesting
relic called the Table of Standard Measures which is the first evidence
of standardization of which we have any record. These standards
were adopted during the rule of Augustus.

Many of the slides were specially imported. Some were taken by
the author, others by Mr. Frank Perret of Brooklyn, who was in the
Vesuvian Observatory during the eruption in 1906, and others were
reproductions from drawings.

Moving pictures taken in April of last year were shown by Mr.
E. Burton Holmes, the eminent travelogue author and lecturer.
Among them were pictures of Vesuvius in eruption, a panorama of
lava, a flowing stream of molten lava, terrific outbursts of smoke,
steam, sand and ashes, refugees leaving San Guiseppe and Ottaiano,
and Vesuvius in fury as seen from Naples at sunrise.
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THE APRIL MEETING

The April meeting, which was the last monthly meeting of the sea-
son, was held on Thursday evening, April 18, during the week of Ded-
ication, and was addressed by Brigadier-General William Crozier,
Chief of Ordnance of the United States Army. The paper, which
is published in this volume is upon “The Ordnance Department as an
Engineering Organization,” and stands as an unique address in the
Transactions of the Society.






No. 1137
THE ETHICS OF TRADFE SECRETS
By FREDERICK P. FISH, ESQ., BOSTON, MASS.
Non-Member

The trade secret that interests us today as a practical and substan-
tial feature of our industrial relations can not be considered apart
from the law which defines it and alone determines its extent and
character as a thing capable of discussion. In so far as such a secret
is protected, it may be regarded as a species of property. It is,
however, obviously not tangible property, like lands or chattels. It
is not even of the class represented by stocks, bonds, or other securi-
ties. Itslegalrecognition implies a right to a thing that is intangible;
to an idea or plan. In this respect, it may be compared not only with
property in inventions, in so far as the same are protected by letters
patent, but with the limited rights which an author has to his literary
productions, and the artist, musician, or playwright to the creations of
his imaginative effort. Trademarks, and the right to check unfair
competition which has grown out of the trademark law, are other
forms of intangible property which the law protects.

2 It is only at a comparatively high stage of development in a
community that the law recognizes and deals with such intangible
rights. Early jurisprudence is largely concerned with personal rights
and with tangible property. It is filled with provisions as to the
maintenance and support of the complicated relations which in primi-
tive times characterized family, social, and political life. As society
advances, the idea of individualism develops, and freedom of action
is encouraged. As pointed out by Sir Henry Maine, “contract,”
that is, relations voluntarily established by individuals, becomes
more and more important, and “status,” which is the condition
imposed upon the individual by his environment, that is to say, by
the accident of his having been born in a certain station ina certain
community and at a certain time, becomes less controlling.

3 This change from status to contract has clearly characterized

Presented at the monthly meeting, January 8, 1907 (New York), of The Amer-

ican Society of Mechanical Engineers, and forming part of Volume 29 of the
Transactions,
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the development of the English speaking race to which, as a matter
of institutions if not altogether of blood, we belong. Involved in it,
has been a growing recognition of the right of a man to that which
was his own. This was inevitable if individual effort was to be fos-
tered and men were to be free to deal with each other by contract.
If public sentiment requires that the effort of each citizen shall be
encouraged to the utmost and that no one shall have the direct benefit
of another’s contribution to productive power without his consent, it is
inevitable that the familiar doctrine of property rights should: be
extended so as to include things, some of them of great value, which
in an earlier social organization were not conceived of as subject toa
legally protected individual ownership.

4 We all know how astonishing have been the advances in mate-
rial prosperity during the past hundred years. He would be a
bold theorizer who would contend that this advance has not been
due, in part at least, to the fact that during all that period individual
initiative has been fostered by public sentiment, and by the law
which in the long run reflects the prevailing public sentiment.

5 It is during this hundred years that the right to the intangible
properties to which I have referred has for the most part been crys-
tallized into such shape as to be capable of definite expression.
Letters patent for inventions, to be sure, grew out of the exception in
the Statute of James I. (1623-1624), which declared monopolies, so lorg
a source of revenue to the British kings and of hardship to the sub-
jects, to be illegal except when granted for a limited term for a new
manufacturer; but the important development of patents and of
patent law as an essential part of the prevailing industrial scheme,
did not really begin either in Great Britain or in this country until
well into the 19th century.

6 In 1742, the great Chancellor, Lord Hardwicke, declared that
while every trader had his distinctive mark or stamp, he knew of no
precedent for enjoining one trader from using another’s mark, and he
thought such precedent would be mischievous. In 1803, 'such a
precedent was established by Lord Eldon, in the case of Hogg v.
Kirby, 8 Ves.215. From thistime the law grew rapidly. Its prog-
ress has been especially marked during the past thirty years.

7 The definite development of the law of copyright, both that
which is based on statute and that which is independent of legislative
enactment, is in like manner comparatively modern. The first trade
secret case was decided less than one hundred years ago.

8 Inall the classes of rights to which I have just referred, there is
this in common: Ideas or thoughts or plans or schemes which are of
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value to the one who rightfully possesses them, are secured to him
to a greater or lesser extent by the law. In the case of a trademark,
and of the cognate law preventing unfair competition, what is secured
to the owner is a monopoly of the benefit which comes from the
impression associated with the shape or appearance or brand of an
article -of manufacture which, lingering in the mind of the buyer,
influences him in subsequent purchases totake what he believes to be
goods of the same make as those which he bought before. There is a
special analogy between trade secrets and letters patent for inven-
tions on the one hand and common law and statutory copyright on
the other. I shall again refer to this.

9 The trade secret, as we know it, as defined and determined by
our rules of law which alone give it body and character is, therefore,
a comparatively modern institution. But there was a long history
of trade secrets prior to our common law recognition of them. It
may be interesting to note briefly the great part that they have
played in the industries under conditions that have now passed away.

10 In all ages many trade secrets have been in the possession of
individuals, but for a long period of time they also were a great asset
of trading communities and frequently of guilds or associations.
Every effort was made to preserve them for the few who had the
benefit of them. Always and everywhere those who did not have
the secrets sought to learn them. While not as a rule protected by
systematic rules of law, kings and governments often intervened to
aid their subjects to preserve the secrets they had, and to learn those
which they did not know. All this was in accordance with the under-
lying laws of human nature which prevail even to this day. It wasa
phase of the struggle for advancement that has characterized all prog-
ress. As in all other phases, the struggle was carried on by each
generation according to the standards of the time, and those standards
were sometimes not high. It seems clear, however, that the right to
preserve a trade secret if one could, and to an equal degree the right
to get the secret of another by any means not offensive to the current
moral sense, were always recognized.

11 The history of the silk industry, up to a comparatively modern
time, was largely confined to the disclosure of the secrets of the East to
the people of the West, and later of one Western community to
another. The mysteries of cloth manufacture and of dyeing were
jealously guarded all through the Middle Ages. There are dramatic
stories of the way in which suchsecrets were carried from one place to
another. We read of James I. of England smuggling three skilled

workmen in hogsheads from France to instruct his British subjects in
the secret ‘process of manufacturing the alum used in dyeing.
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12 Many community trade secrets were disseminated by the
religious persecution of the 16th and 17th centuries which drove
from the Netherlands and from France, Protestant skilled workmen
who were in the possession of those secrets. This had much to do
with the development of industries in England, Germany and Switz-
erland. In particular, the revocation of the Edict of Nantes-exiled
from France thousands of Huguenot workmen, who were thus forced
by the action of their own government to introduce into foreign
countries secrets of French trade and manufactwme, which otherwise
might not have been discovered for years.

13 The modern art of hat making prior to the revocation of the
Edict of Nantes, had been entirely in the hands of certain of the
French Protestants. They alone possessed the secret of the liquid
composition which served to prepare properly the hare, rabbit, and
beaver skins used in hat making. So many of them were driven to
England that the secret of their art was lost to France for more than
40 years, during which time the French nobility and all persons
making pretense to elegance in dress, wore nothing but English hats.
Finally about the middle of the 18th century, a French hatter, named
Mathieu, who was working in London, stole the secret which the
refugees had taken away and carried it back to France, where the indus-
try was reéstablished. No greater blow was ever inflicted upon the
industries and trade of a nation than in France by the revocation of
the Edict of Nantes.

14 The great family of the Medici in the 16th century had a trade
secret relating to the manufacture of a soft porcelain, which was
subsequently lost, probably because it was too carefully guarded.

15 About the year 1710, John Frederic Bottger, who was in the
employ of Frederic Augustus, Elector of Saxony, discovered the secret
of making real porcelain. His master, the Elector, resolved that the
discovery should remain a trade secret. He therefore kept Bottger
in close confinement until his discovery was perfected to the point of
finished work. He then established a factory within the fortress of
Albrechtsburg. The drawbridge was always raised; none but the
workmen could enter or leave the factory and they were bound by a
solemn oath to keep until death the secret, if by accident they
learned it. They knew that the severest punishment would follow
any betrayal. This was the origin of the famous Dresden or
Meissen ware. The secret of the Saxon Elector -was, however,
preserved only for a short time. About 1745, a runaway workman
carried it to Vienna, where underroyal patronage factories were estab-
lished to practice it, which have turned out masterpieces of the potter’s
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art. The secret was also carried to France about 1770, when the
manufacture of the Sévres pottery began.

16 Long after the Flemish refugees driven from the Netherlands
by the religious persecutions of Philip II. had come to England, they
kept to themselves as trade mysteries the manufacture of felt, and the
making of certain brass ware for culinary purposes.

17 The establishment of the first glass factory in England was the
result of the theft of a trade secret. An English admiral, angered by

- having been refused admittance to a French factory, hired away one
of the workmen from that factory and founded an establishment at
Ravenshead, Lancashire, which has continued almost if not quite to
the present time.

18 The secrets of the production of Venetian glass ware were
guarded with most jealous care. No strangers could learn the art.
Any workman carrying his skill to another country was followed and
ordered back. If he refused to return, his relatives were imprisoned.
If he still persisted, his life was in danger. It is recorded that a
wandering Venetian glass maker named Paoli was followed to Nor-
mandy, where he was stabbed with a dagger on which was written
the word “Traitor.”

19 The East, as it always has been, is today a great field for trade
secrets. We of the West donot know the mysteries of crackled china,
of lace work, translucent porcelain covered with glaze, or of the mar-
velous egg shell cups and the process whereby they are enameled
and covered with a finely woven case of bamboo. The same is true of
many processes for the manipulation of metals and amalgams, which
are known to the workmen of Japan and by which are produced effects
beyond the reach of the workmen of other countries.

20 The two oldest secret trade processes now in existence are said
to be the manufacture of Chinese red or vermilion, and the Damascus
art of inlaying hardened steel with gold and silver.

21 Up to the capture of the city by Tamerlane, the Damascus
blade was the most famous weapon in .the world. It could cut iron
or gauze floating in the air. Tamerlane carried all the weapon makers
of the captured city into Tartary where they continued their work.
Their descendants are said to be skilled smiths in Samarcand to this
day; but no more of such blades were produced in Damascus. One
can buy Damascus weapons there today, but they are mostly “made
in Germany.”

22 Always and everywhere there has been a constant effort to
discover the secrets of rival manufacturers or of rival communities.

An interesting story on the subject is that of the Venetian, Braarti,
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who in the 18th century obtained a knowledge of the methods prac-
ticed in the Bohemian Gliss Works by disguising himself as a porter
and serving for three years in a glass factory in order that he might
take home with him certain mysteries of the Bohemian art that were
not known in his native city.

23 The day of the guild or trade association has long passed away.
The time has also passed when, except in the East, a state or even an
isolated community can hope to monopolize a trade secret which is
shared by a substantial number of people. The ties which bind the
workmen in any craft to their employer or to any comprehensive
trade organization have long been among the Western nations too
loose to prevent the dissemination of any trade device or method
which is known to a large number of people. It can be no longer a
secret if all those working in a trade in any locality are familiar with it.

24 A reference to these trade secrets of the olden time, which
seems to have had for the most part no definite legal sanction, is only
material as affording a basis upon which public sentiment, with the
sanction of the law, has given to us our trade secret of today. The
whole industrial world was permeated with the idea of trade secrets
and of their value. As the trades became more and more matters of
individual enterprise, it was but natural that, with this history
behind them, the sentiment of the community regarded them as a
substantial thing to be dealt with on grounds of public policy. It
has dealt with them, through the law, exactly as it has dealt with
copyrights and trade-marks, and I believe in a way that is quite in
harmony with the general thought of the time.

25 When our law of trade secrets was fust formulated less than a
century ago, the industrial conditions were nearly as remote from
those of the present day as they were from those of the Middle Ages.
The trades had, however, come generally into the hands of individ-
uals. We had started on a line of industrial organization and devel-
opment which has been consistently followed to the present time.
Almost the cardinal principle of this line of development has been the
encouragement of the individual to risk and effort. It has been gen-
erally recognized that the gain to the community would bethe greatest
if every member of it was stimulated to do his utmost for himself.
There is need for encouragement to individual thought and effort.
No one is likely to face the trouble, anxiety, and cost of experiment-
ing and testing new ideas, which are surc to fail in the majority of
cases with the chance of great loss, unless he can look forward to a
substantial reward if he succeeds.

26 This thought was not new with the last century. It has always
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existed. Men have always been encouraged to seek individual pros-
perity as probably the best way to promote the common good. It
may well be that the whole doctrine of the right to property, which
seems to us instinctive, rests upon this foundation. But with the
expanding manufactures, trade, and commerce of the last hundred
years, the idea has become dominant as never before and has been
definitely reflected in our institutions and laws. Certainly, there can
be a8 a practical matter, no greater stimulus to the individual to do
the best there is in him toward building up the industry with which
he is concerned, than the certainty that he may secure and maintain
for his own use that which he hasacquired fairly and honestly according
to the standards of his time, part of which is a just proportion of
what he has added to the general productive power. If such is the
case, the greatest good of the greatest number mustrequire that there
should be a gain to him for his contribution tothe well being of the
community by way of original thought and initiative, as well as by
way of good business methods or administrative capacity or ardent
labor.

27 There has never been a time when there were not some dissen-
ters from this general view. Those who have been unsuccessful have
sometimes failed to admit its validity. Many have speculated as
to whether there were not conceivable industrial conditions, perhaps
better than those which prevailed, in which so much encouragement
would not be given to the individual but in which the requisite effort
could be secured on other and less selfish grounds. And there have
been times in which the natural and perhaps inevitable development
of current industrial methods has been such as to bring about a
revulsion of public sentiment, more or less sound, and more or less
justifiable, but at any rate to be taken into consideration as definitely
affecting the trend of development of industrial ideasand industrial
conditions. But it does not seem possible to deny that the general
sentiment has almost always been in favor of the encouragement of
the individual in his selfish aspirations for personal prosperity.

28 I see nothing in the temper of our own times to indicate that
this broad view of what is for the common good has been shaken.
Few doubt thatan individualshould get a personal benefit from his
personal skill and energy. We believe that the better and more use-
ful the workman, the more he should have the rewards of life. The
public generally agrees that the more one contributes to the progress
of the arts as an inventor, the more he should have for his personal
use, and that the reward of the tradesman or manufacturer should be
based, to a substantial extent, upon the skill, energy, capacity, and
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honesty with which he carries on and builds up his business. We
know that the entire community profits by the deserved success of any
individual in it. We feel instinctively that if the efforts of indivi-
duals are attacked or discouraged, all will suffer. The time may come
when different views will prevail, but I do not anticipate that such
will be the fact.

29 It has of course always been understood that the gain to the
individual should be acquired honestly in accordance with the pre-
vailing standards of the time. Sometimes the community has
decided that the prevailing standurds were wrong, thut is to say,
inconsistent with the general welfare. Then the standards have been
more or less changed and new ones established, occasionally after
marked political and business convulsions, but when the convulsions
were over and a readjustment to new conditions attained, it hzs been
found that the right of a man to a fitting reward for his contribution
to the public well being wasrespected as much asever, and that society
instinctively proceeded upon the old principle that individuals must
be encouraged to prosper as the best known means of securing to the

"community the gain in productive power and the progress in indus-
trial effort that was essential.

30 It is upon these fundamental principles that the underlying
right to the protection of a trade secret, in so far ¢s it is or can be pro-
tected, depends. The right is logical and will be asserted and enforeed
by public sentiment and by the law, which as I have already said is
in the long run a reflection of public sentiment, until we cease to
believe that individualeffort should be encouraged as the most effective
stimulus to industrial improvement. When, if ‘ever, doctrines like
those of socialism prevail, many rights which seem to us natural and
proper may disappear, among them, perhaps, the right to protection
against the disclosure of a trade secret to the extent to which that
right now exists.

31 A trade secret is some method of muanipulsting or combining
materials, or of controlling or directing the forces of nature, or of
organizing machinery, or the details of a business which is the result
of original thought, which is of trade value to the person who has the
thought or the right to apply it, and which is kept by him a secret that
he may get from it a personal advuntage not to be directly shared by
his competitors. Let us take the simplest possible case. A manu-
facturer of dyestuffs, through his own ingenuity or thoughtfulness or
through the ingenuity or thoughtfulness of others whom he has em-
ployed, finds out that his product can be increased or improved or
that he can get a new product by a certain process that is not at the
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time employed in the art. It is clear that under none of our stand-
ards, either of law or of ethics, is the manufacturer under an obligation
to use this process or to disclose it to anyone. I doubt if there can
ever be any effective law supporting such an obligation, and in the
absence of such a law any sentiment of the community, even if it
existed, would be inoperative. Neither the law nor the sentiment
exists today. :

32 The secret, therefore, is the man's own, to keep or to disclose,
to use or not to use, as he pleases. No public policy or law can force
its disclosure or use. But the one who has it can be encouraged to
disclose it or use it, one or both. The patent law offers a reward for
the disclosure of secrets of a certain sort, and incidentally encourages
their use, Ishall have a word to say later as to the bearing of letters
patent on the subject, under discussion. The law relating to trade
secrets doesnot tend to promote the disclosure of them, but the con-
trary. It does encourage their use.

33 If such & secret is of the slightest value, its use as distinguished
from its suppression is obviously desirable. If it is suppressed, no
one gets any advantage from it. Who is benefited if it is put into
use? Is not the answer to this question clear? The possessor of the
secret will get some beaefit from its use; but the community as a
whole is far better off if the secret is utilized. By practicing the
secret, the ‘possessor of it will be getting by a given expenditure of
capital and of effort, a new product or a cheaper or a better product.
He will get a profit for himself; but not all of the profit; some of it will
inevitably go to the public. He will be adding to his own wealth,
but he will also be adding to the wealth of the state, of which his own
wealth forms a part. His business will prosper; he will employ more
workmen; the efficiency of his industry will be enlarged; it will be of
more general advantage to the community ; the well being of society
will thereby be advanced. All this follows whenever there is in an
art an improvement which is actually utilized. No argument seems
to be required to show that society is better off if the new thing is
employed in practice, than would be the case if it were not used at all.

34 The possessorof a tradesecret, who needs not use or disclose it
and who is unwilling to publish it, should therefore surely be encour-
aged to use it. The law recognizing this fact affords him the only
form of encouragement that is really practicable, namely, a certain
limited aid in his effort to practice and utilize his secret without losing
it. It helps him keep his secret.

35 It has never been suggested that thelaw should go sofar as to
. protect a trade secret that was not a real secret. Such a proposition
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is entirely inconsistent with the common sense and intelligence of
mankind. However brilliant may be a thought or an idea, whether
it is of value to the industries or to literature or art, when without
dishonesty, fraud, or treachery, it has once become known, it is
common property. There are men so high minded that they would
disdain to use the ideas of others, even if they had the right so to do,
but such a view is not universal, and it would be utterly impracticable
to seek generally to preserve for one, even if he has originated it, a
thought or an idea that has without wrong become disclosed to others,
so that it is no longer a secret. But the law can say, to encourage the
use of such a secret, that those who are bound by contract or by good
faith to aid in keeping it shall be held to their obligation.

36 It is just to this extent and no further that trade secrets are
protected. The law does not intervene to protect the secret against
discovery by fair and honest means. It doesnot undertake to make
the secret, as such, secure. It only enables it to be utilized, for the
good of the possessor and of the public, without danger of betrayal by
those who learn the secret in confidence while it is being operated as a
secret, and who can betray it only by what the law regards as a breach
of honesty and fair dealing.

37 The man who is practising his trade secret must have asso-
ciates and workmen. Some of them will inevitably learn the secret.
Is it not fair and reasonable that, learning the secret under such condi-
tions, they should be forced to respect it? It is by their voluntary act
that they enter into such relations. Havingestablished them, should
they not be bound by the necessary implication that it was part of the
understanding that they should keep what they know to be the valu-
able secret of the man with whom they are associated? There
would seem to be no question in the case of an express contract.
Should not a confidential relation clearly involving an implied con-
tract, be equally effective?

38 There may be others, not directly associated with the work, to
whom thesecret is imparted in confidence. Isit not properthat they
should regard that confidence? Does it not appeal to us asright, that
those who receive a secret of this sort through a confidential relation-
ship which involves a knowledge of the secret, should respect it and be
bound not to disclose it?

39 If the law and public sentiment were otherwise, no trade
secret could ever be safely put into use. By holding to what seems
to be only a fair standard of business ethics, those who gain a knowl-
edge of the secret through a contract or a confidence that is reposed
upon them, are prevented from disclosing it, and the desired result is
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accomplished. The possessor of the secret is not, to the detriment of
the community, tempted to refrain from using it, but he is encouraged
to practice it for the gain there isin it, knowing that so far as he uses
it as a secret, those who are in the secret are bound to cooperate with
him in protecting it against disclosure.

40 It has been settled by an almost unbroken lineof authorities,
and it is absolutely clear at the present stage of the law, that a trade
secret will be protected against disclosure by anyone who has received
it in confidence and under such circumstances that there is a contract,
express or implied, that the person to whom the secret wasdisclosed
should himself respectit. It follows that there is also a remedy
against those who have received a disclosure of the secret from per-
sons guilty of a breach of confidence or of contract in imparting it,
unless they themselves were both entirely honest in the matter and
protected by the equities of the situation. Against all others the
owner hasno redress. He can only invoke the power of the law to
make effective an obligation to respect his confidence and tolive up to
an agreement.

41 The question has most frequently arisen, and is most likely to
arise in connection with the employees of one who is actually prac-
tising a secret. These men must, from the nature of theiremployment,
know the secret, or be in a position to discoverit. Indealing witha
case of this sort,an English chancellor, in the case of Morison v. Moat,
9 Hare 241 (21 L. J. Ch. 248), laid down the law in the following words:

The principles that were argued in this case are principles really not to be called
in controversy. There is no doubt whatever that where a party who has a secret
in a trade employs persons under contract, express or implied, or under duty

express or implied, those persons cannot gain the knowledge of that secret and
then set it up against their employer.

42 In Stone et al v. Goss et al, 65 N.J. Eq., 756, the court says:

These cases establish the principles that employees of one having a trade
secret, who are under an express contract, or a contract implied from their con-
fidential relation to their employer, not to disclose that secret, will be enjoined
from divulging the same to the injury of their employer, whether before or after
they have left his employ; and that other persons, who induce the employee to
disclose the secret, knowing of his contract not to disclose the same, or knowing
that his disclosure is in violation of the confidence reposed in him by his
employer, will be enjoined from making any use of the information so obtained,
although they might have reached the same result independently by their own
experiments or efforts. We approve the principle thus established.

43 Aga.infin Westervelt et al v. National Paper, etc., Co., 154 Ind.
673, the court says:

1t was the understanding and agreement between appellee and said Taggart
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that his ideas and inventions and discoveries concerning said proposed machine
should belong to appellee, and it was not contemplated by either party that
a patent should be taken out upon anything which he might invent or discover,
but that it should be kept a secret. It was a part of the said contract with said
Taggart that he should make a complete machine for appellee, and for no other
person, and both parties understood by that language that no machine embody-
ing the ideas which said Taggart expected to put into practical form should be
made by him for any other person, and his perfected ideas should not be divulged
to any other person.

44 Taggart entered the employment of appellee and designed a
machine, which appellee completed. Then Taggart entered into a
contract with the otherappellant for three years to make his machine.
and employed the same draftsmen as appellee to furnish drawings.

It is evident from the authorities cited that if a person employs another to work
for him in a business in which he makes use of a secret process, or of machinery
invented by himself, or by others for him, but the nature and particulars of which
he desires to keep a secret, and of which desire on the part of the employer the
employee has notice at the time of his employment, even if there is no express
contract on the part of the employee not to divulge said secret process or
machinery the law will imply a promise to keep the employer’s secret thus
entrusted to him; and any attempt on his part to use the secret process, or
machinery, or to construct the machinery for his own use as against the master
or to communicate said secret to others, or in any manner to aid others in
using the same. or in constructing the machinery, will not only be a breach of his
contract with his employer but a breach of confidence and violation of duty which
will be enjoined by a court of equity. * * *

Under the facts alleged, even if no agreement was made, one would be implied
that he was not to disclose the secret of the construction of the machine,
or impart any information by which anyone could construct such a machine.
He occupied a confidential relation to the appellee, and in such case the
law raises an implied contract between them that the employee will not disclose
any trade secret imparted to him, or discovered by him, in the course of his
employment. A disclosure of such secrets thus acquired is not only a breach of
contract on his part, but is a breach of trust which a court of equity will prevent.

45 Perhapsthe leading case onthe subject in thiscountry is that of
Peabody et al v. Norfolk et al, 98 Mass. 452, in which Judge Gray,
speaking for the Supreme Court of Massachusetts, stated the law as
follows:

It is the policy of the law, for the advantage of the public, to encourage and
protect invention and commercial enterprise. If a man establishes a business
and makes it valuable by his skill and attention, the good will of that business is
recognized by the law as property. If he adopts and publicly uses a trade-mark
he has a remedy, either at law or in equity, against those who undertake to use it
without his permission. If he makes a new and useful invention of any machine
or composition of matter, he may, upon filing in a public office a description of
which will enable an expert to understand and manufacture it, and thus afford-
ing to all persons the means of ultimately availing themselves of it, obtain letters
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patent from the government securing to him exclusive use and profit for a term
of years. If he invents or discovers, and keeps secret, a process of manufacture,
whether a proper subject for a patent or not, he has not indeed an exclusive right
to it as against the public, or against those who in good faith acquire knowledge
of it; but he has a property in it, which a court of chancery will protect against
one who, in violation of contract and breach of confidence, undertakes to apply it
to his own use or to disclose it to third persons. The jurisdiction in equity to
interfere by injunction to prevent such a breach of trust, when the injury would be
irreparable and the remedy at law inadequate, is well established by authority.

46 The court then cites a number of theleading cases and concludes
by sustaining the right of .the court to interfere to protect the dis-
closure of a trade secret where there is a “ violation of contract and
breach of confidence.”

47 This doctrine is supported by practically an unbroken line of
authorities. It is like the doctrinesof the common law which protect
trademarks, and which prohibit the pirating of unpublished dram-
atic performances, the publication of letters without the consent of
the sender, and many other violations of fundamental and personal
rights. It is based upon the conception by the courts of what is for
the public interest and what is fair, proper, and honest, as between
man and man. There always has to be a legal ground forthe appli-
cation by the courts of a principle of sound morals, and in this con-
nection there is some question in the cases as to whether a trade
secret is to be protected as property or because there is a contract,
express or implied, or because the disclosure would be a breach of trust.

48 It does not seem profitable at this time to enter upon a dis-
cussion of these refinements. For all practical purposes, the views of
the courts are based upon a single and simple proposition. An
individual is justly and honestly in possession of what is a real trade
secret, that is, something useful in his business that is known to him
and protected by him to the extent of his power as a secret of his
trade. There seems no doubt that this is a real property interest
exactly as an invention is property to such an extent that the govern-
ment can make a contract with reference to it by which it is protected
for a limited term by a patent, and exactly as an artistic or literary
expression is property and protected as such. In any event, it is
obviously unfair that those who have entered into a fiduciary rela-
tionship with the possessor of the secret, or who by express contract
or by reason of a relationship necessarily implying a contract, have
agreed to protect the secret, should undertake to rob the owner of
his secret by communicating it to others or using it themselves.
The necessity of resenting and checking such unfairness must appeal
to all of us as it has invariably appealed to the courts.
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49 In a large number of the cases that have been before the
courts, there has been no express agreement to protect the trade
secret, but only a necessary implication that such an agreement
existed, because of the relation of service, or confidential association.
As the court said in Robb v. Green (1895), 2 Q. B. 315:

Where the court sees that there is a matter of this kind which both parties must
necessarily have had in their minds when entering into a contract, that is precisely
the case in which it ought to imply a stipulation.

50 In Merryweather v. Moore (1892), 2 Ch. 518 (Ch. Div.), the
English court said: '

It is sometimes difficult to say whether the court has proceeded on the implied
contract or the confidence, for I will put aside once for all any cases arising on
express contract. Perhaps the real solution is that the confidence postulates an
implied contract; that, when the court is satisfied of the existence of the confiden-
tial relation, then it at once infers or implies the contract arising from that con-
fidential relation—a contract which thus calls into exercise the jurisdiction to

which I have referred. R

51 It is one of the glories of the common law that common fairness
and common honesty are at the basis of most of its rules. Occasion-
ally a new situation arises in which the law finds itself so hampered
with the technicalities inherent in any definite system of jurisprudence
as not to be able to deal as it would like with the new state of facts
that have arisen. This is almost always because the state of facts
is so radicallynew. It is one outside of the ordinary trend of the law.
When such instances arise, the time for legislation has come.

52 But the courts have had nodifficulty in the case of trade secrets.
Recognizing the propriety of the proposition that they should be pro-
tected in cases where breach of confidence or breach of contract was
involved, exact and well-defined principles with which the law was
familiar led to intervention by the courts, to see that that was done
which was right.

53 While such cases ordinarily are brought in Courts of Equity,
because, as a rule, an injunctior is sought, an action at law may be
brought for damages.

Robb v. Green (1895), 2 Q. B. 315.

54 The injunction will run, not only against the employee, but a
against those who, with knowledge of the confidential relutions, have
induced him to betray the secrets.

Morison v. Moat, 9 Hare 241.

Stone et al v. Goss et al, 65 N. J. Eq. 756.

Taylor Iron and Steel Co. v. Nicholas et al, 61 Atl. Rep.
946.
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55 The vendee of the secret has the same right as the inventor of
the secret and may bring a bill against a former employee of the ven-
‘dor, who acquired the secret in confidence before the sale, provided
the employee attempts to divulge the secret wrongfully.

Cincinnati Bell Fdry. Co., v. Dodds et al, 19 Weekly Law
Bull. 84 (Super. Ct. Cin. O.)

56 The following are some of the cases in which the law as above
stated has been enforced:

Plans of engine: .

Merryweather v. Moore (1892), 2 Ch. 518.
Patterns of plaintiff’s pumps:
Tabor v. Hoffman, 118 N. Y. 30.

Machinery for making gunny cloth by a secret process:
Peabody v. Norfolk, 98 Mass. 452.

Medicinal formulae:

Hartman v. Park & Sons Co., 145 Fed. Rep. 358.

C. F. Simmons Med. Co. v. Simmons, 81 Fed. Rep. 163.
Weston v. Hemmons, 2 Vict. Law Rep. 121 (1876).
Yovatt v. Winyard, 1 Jacob & Walker 394.

Morison v. Moat, 9 Hare, 241.

Green v. Folgam, 1 Sim. & St. 398.

Processes and formulae for manufacturing photographic supplies:
Eastman Co. v. Reichenbach et al,20 N. Y. S.110;29 N. Y. S.
1143.

Process for making typewriter ribbons:

Little v. Gallus et al, 38 N. Y. S. 487.
Process for making sticky fly paper:
Thum Co. v. Tloczynski, 114 Mich. 149.

Secret process for making steel:

Taylor Iron and Steel Co. v. Nichols et al, 61 Atl. 946 (N. J.
Eq. 195).
Secret process for detinning tin scrap:
Vulcan Detinning Co. v. American Can Co. et al, 67 N. J. Eq.
243.
Reversed on other grounds, 62 Atl. 881.
Secret process for the manufacture of compounds for removing
hair and wool from hides:
Stone v. Goss et al, 65 N. J. Eq. 756.

Machine for making paper boxes:

Westervelt et al v. Nat. Paper and Supply Co., 154 Ind. 673.

Secret for dyeing cloth:

Bryson v. Whitehead, 1 Sim. & St. 74.
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57 Many other trade secrets which are in their nature commercial,
that is, business plans or devices, which were special to one who
possessed them,and useful in his trade, have been in like manner pro-
tected by the courts. Examples of these are shown in the following
cases:

News agency contract, by which the plaintiff sent news to its sub-
scribers under contract not to divulge it is enforced in equity:

Exchange Tel. Co. v. Central News (1897), 2 Ch. 48.

Contracts of a commercial house must be kept secret by a clerk:

Hamlyn v. John Houston & Co. (1903) 1 K.B. 81.
See Salomon v. Hertz, 40 N. J. Eq. 400.

Forms and materials for printing advertisements in plaintiff’s

publication cannot be used by his agents for a rival publication:
Lamb v. Evans (1892), 3 Ch. 462. Aff'd (1893), 1 Ch. 218.

Confidential attorney’s clerk enjoined from publishing extracts

from books and papers of his employers or of their clients.
Evitt v. Price, 1 Sim. 483.

Although a law pupil has a right to retain copies of precedents in a

barrister’s or conveyancer's office, see
Merryweather v. Moore (1892), 2 Ch. 518, 525.

Order books containing customers’ names cannot be copied by an

employee to use later in his own business for soliciting orders:
Robb v. Green (1895), 2 Q.B. 315.

Tailor’s assistant cannot take away patterns of clothes of employer’s
customers when he sets up for himself in order to induce those cus-
tomers to resort to him:

Lamb v. Evans, (1892), 3 Ch. 462, at p. 468.

58 Analogous cases which throw light on the principle are the
following:

One who makes copies of a drawing under contract cannot make
extra copies to sell in competition:

Tuck & Sons v. Priester, 19 Q. B. D. 629.
See Levyeau v. Clement, 175 Mass. 376.

A photographer who takes a photograph to furnish customer with
copies cannot sell or exhibit extra copies:

Pollard v. Photographic Co., 40 Ch. D. 345.
Moore v. Rugg, 44 Minn. 28.

See otherwise, Corliss v. Walker Co., 64 F. R. 280, where the cus-
tomer is s public person.

59 Perhaps as comprehensive a statement of the general law as
any is that of Mr. Justice Story in 2 Story’s Equity, Sec. 952, as
follows:
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Courts of equity will restrain a party from making a disclosure of secrets com-
municated to him in the course of a confidential employment. And it matters
not, in such cases whether the secrets are secrets of trade or secrets of title, or any
other secrets of the party important to his interests.

60 The doctrine of these cases was first advanced something less
than one hundred years ago. In two early cases Lord Chancellor
Eldon refused relief. In one (Newbery v. James, 2 Merivale 446),
because he did not see how he could pass upon the question without
bringing out the secret in the court proceedings, in which case it
would be disclosed and therefore cease to be a secret. The courts
have been able to deal with this difficulty.

61 In the second case (Williams v. Williams, 3 Merivale 157), he
refused relief, first because the defendant in his answer, denied that
there was any secret, and, second, because he did not feel that the
particular medicinal secret involved was of such a character as to
entitle the plaintiff to the good offices of a court of equity.

62 In a third case, however (Yovatt v. Winyard, 1 Jacob and
Walker 394), (1820), he granted the injunction asked, and the law has
been practically settled since that time.

63 In some respects, the law of trade secrets does not seem quite
complete. There havenot been sufficient cases arising under suffici-
ently varying conditions to enable all aspects of the law to be worked
out.

64 For example, under the decisions of the courts there seems to
be practically no limit as to the character of the subject matter
which may be treated and protected as trade secrets. They may be
of small or large importance; they may or may not involve great
novelty or real inventive quality. They may be mere business expedi-
ents which havea trade value because of their convenience, or because
they record useful information. Unlike a patentable invention, it
does not seem necessary that they should be “new’’ as well as useful.

65 One eminent judge has decided that a trade secret which had
actually been described in an expired patent (there being no evidence
that it had ever been practiced) was entitled to protection (Benton v.
Ward, 59 Fed. Rep. 411-413). At first sight, it might seem that all
that was required was that there should be a secret plan or method or
device of any kind, to entitle its possessor to the limited protection
which the law gives.

66 I doubt, however, if such is ultimately determined to be the
law. When cases arise which require a close analysis of the question,
it is probable that the courts will decide that there is something
necessary over and above the mere question of secrecy to justify the
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exercise of the power of the court to prevent the use or disclosure by
one who acquired his knowledge in confidence or while under con-
tract.

67 An employer may have a certain routine in dealing with his
help, which he thinks aids him in his relations with them. He may
give them certain favors that they appreciate. Can things like these
be a trade secret which the law will protect? He may have dis-
covered that a certain make of lathe or of sewing machine is better
adapted to the work of his factory than any other. Can not an
employee who leaves him, fairly take away that information and use
it as part of his stock of trade? There must be some limitation to
the things that can really be treated as trade secrets. Exactly as the
courts have been forced to determine in special cases whether or not
an alleged invention had patentable quality or was merely the result
of the intelligent exercise of the skill of the art, so they will probably
at some time determine that it is not everything which a man origi-
nates or acquires and uses for his own advantage, which is capable of
becoming the sort of a trade secret which is entitled to protection.
Just where the line will be drawn can not be forseen. It may be that
a distinction will be made between those things that come into the
art by a mere small dvelopment of old ideas and the exercise of
ordinary trade knowledge and skill, and those that result from some
degree of original thought, even if it is not of .the grade which under
the narrow terms of our statutes is required to constitute patentable
inventions. Tt seems clear that as long as the present views of the
courts prevail, many things will be protected as trade secrets whxch
could never be the subject of letters patent.

68 Again, it does not seem as if a device or method or plan should
be respected as a trade secret unless it is specific in its character and
capable of exact description. It is not reasonable that vague general
methods or indefinite, ill appreciated peculiarities of procedure
should be dignified as capable of becoming in effect property.

69 The decisions have but little to say on such points. The issues
in the decided cases have been too clear to make it necessary to
develop them. Some time considerations like these will come up in
special cases and the law will be started on a line of discrimination
and distinction which will ultimately define the limitations, if any
should exist.

70 Certain other propositions which are not very explicitly devel-
oped in the decisions of the courts or in the text-books, in my opinion
are or ought to be a part of the law.

71 It is well settled that the alleged secret must be a real secret.
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1 believe, however, that before the courts should intervene to protect -
an alleged trade secret it should appear that it was not only regarded
a8 a secret, but that it was distinctly treated and carefully guarded
as such by the possessorof it. It should not be enough that he has
had it in mind to call it a trade secret, if he ever needed to invoke the
protection of the law. He must have taken all necessary and reason-
able precautions to prevent its disclosure. Moreover, it does not
seem proper that he should have redress against his employees and
associates unless it is made to appear that they knew, while occupying
the fiduciary relation which gave them the opportunity to learn the
secret, that the specific thing now called a secret was in fact regarded
and treated as a secret, which they must respect for all time. It
should not be enough that one man has worked for another. The
employee has a perfect right to grow with his experience. He hasa
right to carry away for general use everything that he learns in his
place of employment, except trade secrets. The public interest
requires this as much as it requires that trade secrets should be

respected. The employee or associate should be notified of the exact

trade secret, that he may know what results of his experience he can

and what he cannot take away and use freely. Eternal vigilance

and definite effort should be one price of the investment of a trade

secret with any of the qualities of property.

72 With these qualifications, some of which are perhaps not yet
fully elaborated in the opinions of the judges, there seems no reason
to doubt that the law is thoroughly consistent with sound ethical
principles. It is based on a view of what is for the interest of the com-
munity, which has commended itself to the judgment of mankind from
the beginning. In its application, it insists only on loyalty and good
faith, loyalty to one’s employer and one’s associate and to one’s word,
and the plain, good faith which is always expected where contract or
fiduciary relations are established.

13 To test this question, let us suppose the law to be suddenly
changed. I can conceive of only a few directions in which a change of
any moment is possible. One would be to the effect that the possessor
of a trade secret should publish it to the world so that all might have
the advantage of it. Such a law would be incapable of enforcement,
forthe man who hasa thought or an idea cannot be forced to express it.
Ii the rule were established that one who practicesshis thought or his
idea, thereby irrevocably gave it to the public, trade secrets would
Perhaps be eliminated to a large extent, and so would any progress in
the art that is based upon them, for the possessors of them would
have none of the stimulus to develop them into practical form and
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-make them useful and profitable, that is based upon the chance of

monopolizing them. Surely, this would result in no benefit to the
community. '

74 Again, the law might be modified so as to remove the present
restrictions against the disclosure of a trade secret by one whothereby

"is guilty of a breach of trust or of contract. So long as we maintain
our present standards of right and wrong, so long as we value and
insist upon loyalty and good faith, would not such a change in the
law be inconsistent with all that is good in human nature, and the
application of a principle which is most distinctly immoral? If en
employee or trusted associate, for selfish ends, can be disloyal in the
matter of a trade secret known to him as such, and the knowledge of
which he would never have acquired except through his relation to the
possessor of the secret, why should he be loyal in any other matter?
It is conceivable that disloyalty as to a trade secret might be the most
serious conceivable blow to the one who had given confidence, expect-
ing honesty and fair dealing in return. I trust that the day will
never come when the courts will find it necessary to modify in this
way a principle of law which to so great an extent emphasizes good
faith, which depends so much upon a recognition of the obligation to
keep agreements, which is founded upon a sound public sentiment
end the underlying virtues of loyalty and fair dealing.

75 1t is somewhat surprising that apparently there is no reported
case in which an effort has been made to invoke the aid of the courts
to protect a trade secret which has been stolen by an outsider. It
probably has happened many times that a formula has been copied or
a secret found out by one who was not in confidential relations with
the possessor of the secret but who got the information surreptitiously.
It is quite conceivable that a mere trespasser or a thief should discover
such a secret. If such instances were to arise, it seems to me not
improbable that the law would interfere to prevent the disclosure of
the secret by the one who stole it and its use by any to whom the
thief disclosed it. It could not do so, however, on the ground of
breach of confidence or breach of contract. The courts would have
to base their intervention on some other ground consistent with the
general principles of law.

76 In the case of Yovatt v. Winyard, to which I have already
referred, a formula had been copied surreptitiously, but it was by one
having contract relations with the possessor of the secret.

77 Speculation as to how the courts would deal with such cases is
not relevant to the general subject of this paper.

78 Believing as I do that the law of trade secrets is fundamentally
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right and in accord with sound ethical and social principles, at least
as gaged by our present standards, I have not turned eside to con-
sider the possible objection to the views that have prevziled. It
seems to me that those objections are largely based upgn a consider-
ation of the obvious hardships involved in the situation. It is a bur-
den that one who knows a useful thing should not have full power to
utilize it. Is not this true of every legal restriction upon the indi-
vidual? It is often a serious matter for one to carry out a contract.
From a narrow and material point of view, it is frequently disadvan-
tageous to keep faith and respect confidence. Every property right
implies that something is monopolized by one or by a few that many
others would like to have. The hardship in not being able to utilize
knowledge of a trade secret, obtained by way of confidence or con-
tract, express or implied, is not different from that resulting from a
multitude of other obligations that are constantly arising, some from
our voluntary acts and others from the restrictive operation of laws
and usage that have been developed for the common good and which
are forced upon all of us whether we like it or not.

79 It must not be forgotten that no man need place himself under
the embarrassment of knowing a trade secret unless he chooses.
Each of us is free to refuse the employment or the relationship or the
contract from which such knowledge would come. If we do not
refuse, we must, as in all other relations in life, accept the situation as
a whole, with its burdens as well as its advantages. There is nothing
special as to trade secrets in this regard.

80 Neither must it be forgotten that the right to protection in
the use of a trade secret is a general right. It is sometimes suggested
that while the rules of law, as I have defined them, were adapted to a
former condition of things, they are not in harmony with our present
industrial situation. I do not think that such is the case.

81 It is true that in the early years of the last century, when the
trade secret of today, in its legal relations, was formulated by the
courts as a logical development of the general principles of law, the
units of trade were small. Tradesecrets were then in the possession of
small manufacturers, for there were no large ones. They were « ften
heir-looms, passing from father to son, for generations. We all know
how conditions have changed. In so far as trade secrets play any
part in our industries of today, they are necessarily, toa large extent,
features of our modern corporation and factory system, although
there are still many secrets in the possession of individuals who use
them for their own advantage, sometimes selling the knowledge of
them to several concerns, always under a pledge of secrecy which the
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courts would enforce. I do not see how these changes in industrial
conditions affect the question under discussion. The reasons which
led to the original protection of such secrets against breach of con-
tract or breach of faith one hundred years ago, are sound today. If
such protection was fair and reasonable then, it isfairand reasonable
now. If it was then in the public interest as leadingto the promotion
of the useful arts, the same is true today. If such secrets were
entitled to recognition in the last century , it was because their existence
and support were in harmony with public sentiment. Unless that
public sentiment has changed, they are still in harmony withit. Ido
not believe that it has changed.

82 The law on the subject is the same whether the secret is of
large or small importance, whether it is possessed by an individual or
a corporation. We should not forget that any one of us in thisroom,
and any workman in any factory in the land, may light upon such
asecret. If he does, it will have the protection of the law. It may be
used by the one who possesses it, or he may by contract determine the
manner and extent of its use. In any case he will have control of it
as a reward for his intelligence or forethought in coming into posses-
sion of it. He will have encouragement to put it in use, in which
case the public will get a benefit from it which they might otherwise
never have received.

83 A consideration of possibly more moment is that there is
offered to the originator of certain specialformsof industrial secrets,
or to his assignee, the protection afforded by the grant of letters
patent. It may be contended that the opportunity to patent an
invention is all the encouragement to the promotion of the useful arts
that is required in the public interest, and that there should be no
other reward for the origination of a new thought or of a new method
or device than that given by a patent. Passingfora moment the point
that only a small class of useful ideas are capable of receiving the
benefit of letters patent and referring only to things that are patent-
able, such a view does not seem to me fair or reasonable. Why
should a man be forced, against his will, to publish what is in his
mind? Ought he not to be allowed to determine for himself what is
for his interest? Should he not be free to decide whether he is likely
to get an adequate reward, under the patent act, if he does make the
publication? If he concludes that such will probably not be the case,
should he not be at liberty to use his new idea as a secret in his busi-
ness, or in some business with which he establishes relations, taking
his chances as to the secret being discovered? ' _

84 The whole law of patents implies the'right of 8 man to keep as
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a secret that industrial improvement which he has conceived. It is
because that right is recognized that patent laws exist. They say in
effect: “ You, the inventor, have a tradesecret which is,among other
things, new, useful and the result of invention. You may keep this
secret if you can, and so long as it is kept secret youand those claiming
under you alone may use it. If your secret is discovered without
breach of faith, as may be the case at any moment, you lose it abso-
lutely. Do you not prefer to make a contract under the patent law
by the terms of which you are to publish your invention in the best
form known to you, and in consideration of that publication secure a
right, which you cgnnot otherwise have, and which shall be enforce-
able by law, to prevent the use of your new idea by any others with-
out your consent for a limited term, say seventeen years? You will,
to be sure, sacrifice the chance you now have of keeping your inven-
tion for an indefinite time a secret and therefore in your own control,
but in return you get the right to invoke the aid of the law torestrain
any use without your consent for a certain period. Which course do
you think most for your advantage?”’

85 If all trade secrets could be patented, and if the patent law was
as satisfactory in substance and in administration as we wish it might
be, there can be no question which course would be the most advan-
tageous to the one who possessed the secret. A patent would be
enormously more satisfactory than the chance of preserving a trade
secret. The latter, at the best, is a most uncertain and insecure prop-
erty. It may be lost so as to be open for use by any one, in innumer-
able ways which are not within the scope of the rules of law to which I
have referred. It may be disclosed by accident by the one who
possesses it, or unintentionzally in such a way as to involve no breach
of faith by those who know it.

86 As I understand the decisions, even unfairness or want of
faith on the part of one who receives knowledge of the secret in confi-
dence, does not make it impossible for him, before he is enjoined by
the courts, to dissemincte the information so that those who get it
from him may use it freely. A person who has notice of the incapzc-
ity of his informant to violate confidence, or one who has given no
consideration for the information, would be subject to injunction.
On the other hand, a bona fide purchaser of the secret who had no
notice of any beach of confidence or of contract on the part of the one
who sold him the information for value, could, I believe, use the
information without interference from the courts. He, as a bona
fide purchaser for value and without notice would have an equity
equal to that of the possessor of the secret. Under such circumstances
the courts are not likely to interfere.
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87 If a disclosure was wrongfully mede intrade journals or other-
wise, it would be a difficult, almost an impossible task for the one
whose rights had been violated to secure redress against the entire
public who had read of the secret and who were actually innocent of
any breach of faith. Moreover, where there isa tradesecret, the fact
that it exists is likely to be known throughout the trade,and each com-
petitor has the full right to find the secret for himself, usingall informa-
tion as to its nature and the results from it that he can get from an
inspection of the product, from speculation, or in any fair way. I
will say nothing as to unfair ways that might be employed and which
might be carried out with effect, but so shrewdly as to evade the law.
No man would prefer a trade secret to a patent if the only question
was one between the chance of keeping his device or method to him-
self indefinitely without publication,and publication witha reasonable
certainty of protection during a limited term. But the issue does not
come up in this simple fashion.

88 In the first place, as is shown by the cases I have cited, many
trade secrets are not of a patentable character. It may be that the
number of these will be reduced as the law develops. Many such
should surely be capable of protection in some way. There is no
other possible way than through the present rules of law to which I
have referred. Most of these unpatentable ideas are of relatively
small importance. '

89 Of the valuable trade secrets such as new mechanical or chem-
ical processes, some undoubtedly have or once had patentable quality.

90 Should the taking of a patent be the only possible protection
for these? I think not.

91 There are many valid reasons why the discoverer of a new
industrial process may well determine not merely that it is for his
interest to take his chances of keeping it secret ratherthan to publish
it in & patent, but that the latter course might lead todisaster. While
it is generally but not always easy to prove an act of infringement of a
patent on a product, or a tool or a machine in general use it is often
practically impossible to obtain legal proof of the process employed
by one who is believed to infringe a process patent. Theinfringeris
very apt to be able to keep his infringement an undiscoverable secret.
Iaminclined to the belief that a substantial part of the important and
valuable trade secrets now in use, most of which are processes, would
if patented be used without much if any chance of redress on the
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