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What Trade Secrets Might Teach

Sharon K. Sandeen and David S. Levine®
Introduction

“Trade secret” means different things to different entities. For large sophisticated companies
that engage in extensive research and development, a “trade secret” is an importantasset that has the
potential of conferring acompetitive advantage or represents the beginning of what will becomea
patentedinvention. These companies are often highly motivated to lobby for greatertrade secret
protection and enforcement.

For small and medium-sized entities and fledgling entrepreneurs, a “trade secret” may be a
mystery: they may have little to no understanding of their meaning and potential value. Often for these
companies, the possible existence of trade secrets only arises asanissue when avalued employee
leavesto go to work for a competitororto opena competing business or, worse yet, when theyare on
the receivingend of atrade secret misappropriation claim. They might also realize the challenges of
trade secrecy when they find themselves concerned about sharing valuable information with a potential
investor.

Conversely, unsophisticated individual or entities may simplybe mistaken about the meaning of
“trade secret.” They may hold the belief that most of what they do is special and unique and, forthose
reasons alone, are worthy of protection. They may not even know that what they claim as “secret”
information might be inthe publicdomain. In fact,in many cases, it is not until litigation ensues that any
effortis made to identify and place avalue on alleged trade secrets and statistically, the results are
oftenunkindtothe putative rights holder.

Is there a more mysterious fundamental statutory doctrine inintellectual property law? This
article proposesthatthe answeris “no.” Remember, thisis not copyrightfair use’s market effects
element, ortrademark’s “use in commerce,” oreven patent’s abstractideas test —all critical issues, but
not the crux of the law. In trade secrecy, the very question of “whatis a trade secret” remains largely
misunderstood, even by those thatitis putatively designed to benefit.

We need good answers tothe questions of the meaning and purpose of trade secrecy, which
this article seeks to address. However, the benefits of answering those questions extend beyond the
trade secretlaw community. Intellectual property lawyers and scholars would benefit from examining
trade secret doctrine forwhat it might teach the intellectual property law community more broadly. This
article approachesthattask by identifying several issues within trade secretlaw thatrequire deeper
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examination. Analysis of those issues requires that one look beyond the property narrative that often
dominates contemporary intellectual property discourse. Through that exercise, we identify what trade
secretlaw mightteach about how to thinkaboutinformation policy andintellectual property law
generally.

There are many unresolvedissuesintrade secretlaw, makingitfertile ground forsuchan
exercise. Theseinclude: If some businesses care a lot about trade secrets and others not at all, how
should trade secret parameters be defined? Should an entire apparatus forthe protection of trade
secrets be devised and employed when self-help may be all thatis needed, particularly if the end result
isa system whichrestricts the free flow of information and employee mobility ? If businesses are often
motivated to protect theirinformation only when they perceive the threat of competition, whenand
underwhat circumstances should they be able torespond to the threat by pursuing a trade secret
misappropriation claim? Should the inevitable errorsin the application of the law favor free competition
or the information owner? From a broaderinformation policy perspective, how cantrade secret law co-
exist with patentand copyrightlaw and principles of governmentaland corporate transparency?

Many of the foregoing questions were considered by the drafters of the Uniform Trade Secrets
Act (UTSA) during the more than twelve year process that led to the adoption of the UTSA in August of
1979.” Most significantly, while they wanted toimprove the circumstances for the protection of trade
secrets, they also saw the need forlimitsand balance lesttrade secrets claims be used as anti-
competitive weapons. Alas, timeand experience has rendered this largely unexplored history ignored,
subsumed by a viewpoint that exalts the protection of property rights overthe importance of free
competition. While property can be a useful construct through which to considertrade secrecy, this
article proposesthatthe property label, alone, is not enough to justify and definetrade secrecy. So too,
perhaps, with intellectual property law.

Point One: Intellectual property claims are torts

Whateverside you preferinthe “law of the horse” debate made famous by Judge Easterbrook
and Lawrence Lessig,’ the fact remains thatin the United States there are two types of civil wrongs:
contract wrongs and tort wrongs. Although some willargue thata third type relates to the wrongs that
are defined by statute orregulation, even those wrongs are typically based upon contract or tort
principles. Thisis particularly true of intellectual property claims.

The importance of foundational principles of law is where Judge Easterbrook’s insights
concerningthe properfocus of legal education are most salient. When considering trade secret policy
(and more broadly information and intellectual property policy), we should not lose sight of a basic
feature of tort (or, for that matter, contract) liability: we do not provide a cause of action or a remedy
for all wrongs and harms that might befall anindividual orabusiness. Moreover, in this era of “tort
reform,” the trend is not to expand potentialliability and create new torts, but ratherto cabin tort
liability within reasonable parameters.

2 See Sharon K. Sandeen, The Evolution.
* We borrow our title from Lessig’s famous article.
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Having developed out of common law, trade secret law can demonstrate how intellectual
property torts should be defined and limited so as to address some wrongs and harms, but not all. While
every type of tort has itsown elements, it should be recognized that there are generally threefacts that
must be proven before tort liability will attach: (a) awrong (b) that causes (c) actual harm. Some torts
are clearerthan othersindefiningthese three requirements, but whether expressed clearly or not, the
need of a civil plaintiff to prove both a wrongand harm are long-standing and well-established
limitations on the scope of civil liability. Thus, particularly amongtort reformers who are concerned
about the potential liability of businesses, these limitations should not be ignored.

Unfortunately, the elements of the variousintellectual property torts, including trade secret
misappropriation, are less clearthan they should be, particularly when it comesto causationand the
need to connect wrongdoing to measurable harm. For example, compare the standard definition of
negligence with the definition of copyrightinfringement. Itis recognized that to prove negligence a
plaintiff must establish that: (a) the defendant owed a duty to plaintiff; (b) the defendant breached that
duty (the wrong); (c) the breach of duty was the actual and proximate cause of plaintiff'sinjuries; and
(d) the extentand amount of actual harm. In contrast, standard expressions of the elements of an
intellectual property infringement claim tend to skirt the causation requirement. Foraclaim concerning
an allegedviolation of the exclusive right of reproduction, forinstance, itis often stated that the plaintiff
must prove: (a) that it ownsvalid and subsisting copyrightsin the subject work; (b) that the defendant
infringed on plaintiff's copyrights by reproducingall or part of the copyrighted material; and (c) that the
plaintiffis entitled to aremedy. What remains unstatedin the typical formulation of elementsis the
needtoshow a causal connection between the alleged wrong (the reproduction) and plaintiff’s actual
harm.

In copyright litigation, causationis ordinarily addressed tangentially as part of establishing
damages, when the plaintiff must prove how he was harmed. Itis subsumedinto the general concern
for protectingthe property interest of the copyright owner, part of the broad panoply of rights
conferred by virtue of owninga copyright. But what if causation was treated as a separate element, and
theoretically disentangled from the copyright property interest atissue? Unfortunately, standard
expressions of trade secret misappropriation also tend to skirt the need of a trade secret claimantto
prove causation between the alleged wrongdoing (trade secret misappropriation)and the alleged harm.
In fact, due to the urging of some litigants ora misunderstanding of the law, the need to show causation
and actual harm is oftenignored. Consider the standard elements of atrade secret claim: (1) the
plaintiff must establish thatit owns (orcontrols); (2) a valid trade secret; that (3) the defendant
misappropriated that trade secret; and (4) plaintiff is entitled to one or more remedies. Because this
claim does notexplicitly use the words “actual cause” or “causation,” a key element of tort liability is
often forgotten. Moreover, sincethe remedies fortrade secret misappropriation were expanded (mostly
by statute) toallow forinjunctive relief in the case of threatened misappropriation, some forget thatan
award of damages (regardless of how measured) stillrequires proof of actual harm.

Applyingtort principles tointellectual property wrongs allows policy makers and others to focus
on why we have such causes of action in the first place. Stated most fundamentally, itis because the
defendant did something that society deems wrongful and the wrong caused actual harm to a degree
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that we are willingto provide plaintiff aremedy. As the myriad of torts reveals, the “wrong” can be
definedinanumberof ways, sometimes focusing on the act of the defendantand sometimesfocusing
on the mindset of the defendant, but usually with aspects of both. But wrongdoing alone, even witha
high degree of intent, is usually not enough toimpose tort liability. Because we canill afford toincurthe
costs of maintainingacivil justice system for non-existent, nominal, or trivial harm, actual harm must
alsobe shown. Inthe case of trade secrets, itis the loss of trade secrecy or the unauthorized use of
trade secrets which creates the potential foractual harm. The mere existence of an ownership or
propertyrightinthe corpusisa prerequisite to the cause of action, but withoutactual harm, thereis
little reason foracourt — or the law —to intercede.*

Trade secret can teach intellectual property law about the value of aninquiry into actual harm
and how tort claims can easily become punitive without such arequirement. During the debates that led
to the enactment of the UTSA, the drafters directly confronted animportant question about harmand
compensationinaway that recognized the potential anti-competitive effects of trade secret liability. At
issue was the so-called “perpetual injunction” and whetheratrade secretviolation should be seenasa
wrongful actthat should be punished with littleto no consideration of actual harm. One series of
appellate court cases favored perpetual injunctions while another did not. The drafters of the UTSA
optedto follow the latterline of cases and prohibit perpetualinjunctions because they viewed them to
be a penalty ratherthan as a meansto preventfurther harm. Thus, section x of the UTSA clearly states
that injunctions should end once the subjecttrade secrets cease to exist. Thisis consistent with the view
that tort liability should ordinarily be tied to actual harm. Moreover, although the proponents of
perpetual injunctions put forth alternativerationales, the potentially anti-competitive effects of such
injunctions were deemed too much forsociety to bear. In other words, the balance was struck to favor
free competition over punishment.

Point Two: Property claims are torts

The contemporary discourse that exalts the property aspects of intellectual property overall
otherfeatures of the law oftenignores the fact that property claims are torts. If a person or individual
seekstosue for harm to a property right, they are usually statingaclaimin tort which, as noted above,
ordinarily requires proof of awrongthat caused the plaintiff harm. With respectto personal property,
such claims can take the form of conversion ortrespass to chattels. Inthe case of real property, they
may take the form of a simple trespass claim. Thus, merely labelingintellectual property as aform of
property only getsone sofarin meetingthe usual elements of a property tort. The property element
may be met, but the requisite wrong, causation and harmstill need to be defined and proven.

* One exception to the requirement of actual harmis the ability of trade secret owners (and
plaintiffsin othertort cases) to obtaininjunctivereliefand otherforms of equitable relief, but under
traditional tort principles, this type of relief is the exception not the rule. Furthermore, while there are
some torts thatdo not require proof oractual harm, usually they require some publicinterest thatis
different fromand greaterthan the need to compensate the plaintiff.
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How we define the requisite elements of atort depend aloton the types of behavior we are
tryingto prevent (orencourage) and the types of harms we wish to remedy. Significantly, at common
law the elements of a cause of action for trespass to real property (including the defined “wrong”) are
different from the elements of a cause of action for trespass to personal property because perceptions
about the nature of the wrongdoing are different. In the case of trespass to real property, forreasons
not related to the actual harm suffered by the plaintiff, common law courts were willing to define the
requisite wrongand harm as the trespassitself, allowing for the award of at least nominal damages. The
principal justification for thisrule was the need to keep the peace and the concern that trespasstoland
mightleadto violence.

The same cannot be said about personal property claims, atleast as developed at common law.
With respectto personal property claims, the plaintiff has long been required to prove very specific
wrongs and harms and can only be compensated with an award of damages to the extentthe wrongs
caused harm that can be quantified. Thus, forinstance, an individual cannot state a successful tort claim
simply because someone touched his carin a way that did not cause damage.

While some may wish to treat intellectual property rights more like real property whereby any
trespassisactionable, historically we have not gone so far. Rather, in keeping with general tort
principles, we typically require the plaintiffinan IP case to prove a specificact of wrongdoing. If the
plaintiff seeks an award of monetary damages, we also require proof of actual and quantifiable harm. As
aresult, owningIP rights does not give one the right to control all uses of the associated IP, but only the
very specificand limited list of rights that is associated with the particular type of IP.

For example, inthe case of trade secrets, it must be shown that the trade secrets were
wrongfully acquired, disclosed, or used with the requisite mindset and in a mannerthat caused the
plaintiff actual harm. This should preclude trade secret misappropriation claims againstindividuals and
companiesthat merely possess the trade secrets of another, unlessit can be shown thatthe trade
secrets were wrongfully acquired orthere is a legitimate threat that aduty not to use or disclose the
trade secrets will be violated. In both cases, however, without proof of actual harm caused by the
wrongful acquisition, disclosure, or use, the only remedy is injunctive relief.

Unlike real property torts, the principal concession we have made with respectto IP claims
(includingtrade secret claims)is notto define the wrong sothat itis easierto meet (forinstance by
stating that any touching or mishandling of the subject rightsis wrong). Instead, we give the plaintiff
greaterleewayin how harm can be shown and measured. In the case of patent, copyright, and
trademark misappropriation claims, we have also reduced or eliminated the element of intent (or
knowledge) thatis typical of most tort claims. Additionally, we statutorily recognize thatinjunctive relief
isa potential remedy forthe threatened orfuture acts of infringement and misappropriation. Whatwe
have not done is eliminatethe requirement that the wrongdoing must cause demonstrable harm before
an award of damages can be rendered.

If we now wantto treat some intellectual property rights like real property rights instead of
personal property rights, we have afew importantas-yet not fully answered questions. Why is this
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necessary? Whatare the circumstances where this rule will apply? Whatinterest, like the keeping the
peace rationale of real property trespass, would justify a modification to long-standing tort principles
which, generally, act as a limitation on tort liability? Merely complaining about an interference with
“property” should notbe enough, unless we are to create an omnibus “property” right that
encapsulates both personalandreal property.

The history of tort law has shown thatit is possible to define new torts and refine old ones to
address contemporary concerns, butas we do so, we usually are cognizant of the push me-pull you
features of such changes. When we create a new tort, or make it easierto prove an old one, we may
provide plaintiffs with a more powerful cause of action, but we also create a situation where there are
more defendants.

Trade secret doctrine canteach intellectual property about the societal costs when those
defendantindividuals and companies are subjected to weak or baseless claims. The history of the UTSA
revealsthat, in many ways, the drafters of the UTSA wanted to make it easierfortrade secretownersto
protecttheirlegitimatetrade secrets, butina waythat would notleadto an increase inillegitimateand
anti-competitive claims. A balance was struck by clearly definingthe elements of atrade secret claimto
require: (1) a wrongful act; (2) a particularlevel of knowledge above mere negligence; and (3) actual
harm as a result of the wrongful act. To address concerns that trade secretliability did not go far
enough, they added “acquisition” to the traditional list of “disclosure” and “use” as potentially wrongful
acts, provided the requisite knowledge is shown. They also expanded potential trade secret liability to
parties who acquired trade secrets by accident or mistake, butonlyinthe eventthatthey possessed
timely knowledge. In doing so, they stayed true to the basicprinciples of tort liability.

Point Three: Property boundaries need to be defined

In thinking about how IP claims might be redefined to make it easierfor IP rights holders to
enforce theirrights, it bearsremembering that there isanimportant difference between real property
and personal property rights on one hand, and IP rights on the other. Real and personal propertyis
tangible, touchable, and rivalrous; IP rights are not. Thus, although an individual or company may not
know who owns a particular piece of real or personal property, they can see and perceiveitand order
theirbehavioraroundit.

The same cannot be said of intellectual property rights which, although often embeddedin
some tangible item, are defined by something otherthan theirtangible embodiment. Thus, asa
practical matter, if an individual orcompany wants to do the right thingand avoid infringing the IP rights
of others, they must have some way of learning the boundaries of those rights. To state the issue
anotherway: How can we put would-be IP trespassers on notice of the property lines of IP when we are
dealing withintangible property rights? Given the lack of physical boundaries, should liability be defined
to place a greater or lesser burden on the plaintiff to prove the boundaries of the claimed rights?

Many of the problems related to intellectual property rights today (including the patenttroll
problem, the confusing tests for copyrightinfringement, and the over-assertion of trademark rights) can
be attributed to the difficulty that IP owners and courts have in defining the metes and bounds of such
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rights. A lotof time, energy, and money - notto mention the resources of the judiciary - are spenton
theissue of the existence orscope of the asserted IP rights, with the ultimate results being highly
unpredictable. To understand the nature of the problem, imagine aworld without clear real property
boundaries, written property descriptions, and recorded property lines —in other words, the Internet.
Controversies can erupt due as much to misunderstandings concerning the scope of rights as to any
actual “trespass” of those rights, as numerous cases involving the placement of fences establish.

At least withrespectto patentrights, there is a written documentthat can be examined to
determine whatis claimed as the scope of rights, but as every patentlitigant can attest, eventhen the
property lines are blurry at best. With respectto copyrights, U.S. law requires some tangible
embodiment of the work for copyrights to attach, but there is no requirement (even when registeringa
work) fora copyright ownerto define where copyrightable content begins and ends. Thus, copyright
litigation ofteninvolves acomplicated and uncertain analysis of copyrightable versus uncopyrightable
content. Trademark litigation involves similar uncertainty, not because a plaintiff’strademark cannot be
identified, but because trademark rights donot extend toany and all uses. Rather, trademark rights only
relate to the specificgoods and services on which they are used and are only “misused” if they are used
by a defendantin conjunction with the same orsimilargoods orservices. Thus, the precise scope of a
trademark owner’srightsisalways atissue intrademark litigation and is often highly contested.

The uncertain nature of the property lines of particular IP rights can, and does, lead to the over-
assertion of suchrights. Thisis consistent with human nature; if you think you own something, you are
likely todefineitbroadly. The practical effect of this reality isthatIP litigationis often pursued when the
assertedrights are weak or non-existent, reflectinga misunderstanding of legal rights more than the
commission of any cognizable wrong. Even worse, the uncertainty creates an environmentin which
putative IP owners can “push the envelope” and assert rights forthe purpose of exactingasettlementor
for anti-competitive purposes. Makingit easierfora putative IP ownerto enforce its rights would not
solve these problems, but would only make them worse.

Trade secretlaw has attempted to deal with the problem of the over-assertion of trade secret
rightsina numberof ways. In fact, the potential anti-competitive effects of trade secret liability isone
reason why the drafters of the UTSA worked hard over many years to better define (andrestrict) the
meaning of trade secrets and to ensure thatall common law tort claims not based upon such definition
would be precluded. The problem that they were trying to solve (and that published and available
property records solved with respecttoreal property) was how to put the would-be misappropriatoron
notice of the existence and boundaries of putative trade secretrights. Although they originally
considered atangibility requirement, they ultimately determined that the plaintiff should bearthe
burden of definingthe alleged property rights by proving that the identified information: (a) is not
generally known orreadily ascertainable (is secret); (2) hasindependent economicvalue to others due
toitssecrecy; and (3) is the subject of efforts thatare reasonable underthe circumstances to maintain
its secrecy.

As setforthinthe UTSA, trade secretlaw can teach that when dealing with intangible
intellectual property rights, itisimportant that the putative IP ownerbe required to specifically identify
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the rightsthat it claims, both before and duringlitigation. Only in this way can alleged infringers and
misappropriators be put on effective notice of potentially wrongful behavior. While the three-part
definition of trade secrecy thatis set forth in the UTSA is not perfect and is often misapplied, itis
arguably betterthan our copyright system where the copyright ownerhas no burden before (and
sometimes during) litigation to put would-be infringers on notice about the metes and bounds of the
asserted copyrights. The end result of placing such aburden on putative trade secret ownersis that they
cannot always prove that they have anything that meets the definition. Thisis not a reflection of the
weakness of trade secret protection, but reflects the very reasonable and practical need to define the
scope of the asserted propertyinterest.

Point Four: Proving property rights should not substitute for proving a wrong and harm.

When torts are based upon property rights (whetherreal, personal, orintangible), an essential
elementofthe tortrequiresthe plaintiffto prove the existence and parameters of the asserted property
right. This naturally shifts the focus of litigation from the alleged wrongdoing (what often motivated the
creation of the tort in the first place) to the existence or non-existence of the property right. As noted
previously, because of the intangible nature of IP rights thisinvolves an expensive and costly processin
most IP cases. More importantly, the need to prove the existence of property rights often distracts
attention away fromthe existence of the requisite wrong and harm. Worse yet, particularly atan
emotional andrhetorical level, the property label often operates as ashort-hand proxy for both a wrong
and harm when neither may actually exist.

Sometimes, focusing on the property nature of IP rights can lead to successful outcomes for IP
plaintiffs, principally becausejuries tend to respond favorably to claims of wrongful takings of property.
Moreover, that plaintiff’s pre-litigation demand letter looks awfully convincing to the under-resourced
and ignorant defendant when words like “property” and “ownership” are thrown around. Likewise, such
claimsfrequently get the attention of policy makers because of the importance that oursociety places
on propertyrights.

However, because most IP torts, like most torts, also require proof of wrongdoingand harm,
defendants are often successful in establishing that there are nofacts to justify an award of damages —if
they make it thatfar. Indeed, this often happens nearthe end of very costly litigation thatisa drain on
the resources of defendants and the judiciary alike. This reality underscores the brilliance of the
common law of torts which focuses on wrongs and harms. A lot of money can be saved if lawsuits are
not allowed to proceed without sufficient (and, hopefully, early) proof of wrongdoing that caused actual
harm.

Trade secretlaw has grappled with the vexing question of when, in the course of litigation, such
harm mustbe asserted and established. Itsansweristoinclude harmin the very definition of a “trade
secret misappropriation.” In that way, trade secretlaw should, intheory, neverlose sight of its reason
d’etre.

How did we getthere? In the decades before the adoption of the UTSA, there was a debate
concerningthe properunderpinnings of trade secretlaw. Some argued that trade secret
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misappropriation was aform of unfair competition, whileothers argued thatit was a property right. The
drafters of the UTSA explicitly stated their preference for the unfair competition view, not because they
did not understand the property nature of trade secrets, but because they were focused as much on
definingthe wrongdoing that would constitute an act of trade secret misappropriation asthey were on
definingthe meaning of atrade secret.

Wisely, the drafters of the Restatement (Third) of Unfair Competition (which essentially adopted
the UTSA’s conception of trade secret misappropriation) chose notto wade into the debate at all,
properly noting that the elements of the claimincluded both aspects. Specifically, as defined by the
UTSA, the two principal elements of aclaim for trade secret misappropriation are: (1) the existenceofa
trade secret; and (2) an act of misappropriation. Thus, the existence of trade secretsaloneisnot
enough;itmustalso be shown that the defendant committed awrongful act with respectto such trade
secrets. Forimportant publicpolicy reasons, not the least of which are free competition and information
diffusion, not all acts related to trade secrets are deemed wrongfulunderthe law.

Beingable toarticulate a wrongthat goes beyond the assertion of whatamountsto a real
property trespass has very important policy and practical implications forintellectual property law. For
one, although the demarcation of property rights may not be clear, the definition of wrongdoing can be.
In effect, these extraelements actto ameliorate the effects of fuzzy property boundaries, from
copyright’s joint ownership questions to patent’s standard forinfringement.

Moreover, thisis particularly important with respect to the definition of crimes since
Constitutional principles require that criminal statutes not be vague. Second, as previously noted, the
requirement of wrongful acts and measurable harm helps to limitthe number of cases that can be
successfully brought and focuses judicial resources on remedying real rather than theoretical or
imaginary harms.

Point Five: Oftenit is betterto focus on wrongs than property rights

As just noted, one of the problems with property-based torts is that they shift the focus of
litigation away fromthe existence of awrongand a harm and re-focusiton the existence of a property
right. This can resultin much litigation thatis designed to vindicate property rights instead of that which
isdesignedtoremedy actual harm. In essence, these actions appearto be declaratory in nature, rather
than involving actual disputes.

Anotherproblem with property-based tortsis that sometimes the focus on property rights
obscuresthe fact that a wrong has been committed that society should try to prevent. In otherwords,
an adverse consequence of the use of property rights as a proxy forwrongdoingand harmis that it may
be more difficult to prove the commission of atort or crime because the existence of apropertyrightis
a predicate fact. But if intellectual property law focuses on the alleged wrongful acts, rather than the
alleged property rights, society may have more success in preventing unwanted behaviors.

The existence of non-property based torts demonstrates that common law courts and
legislatures can define torts nottoinclude the element of a property right. The trick is to define a
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wrongful act that does not relate to property, or that relates to some tangible item that can be clearly
and easily defined. Usually, when doing so, the tort will include some element(s) otherthan the
existence of aproperty rightthat otherwise acts to modulate the degree of wrongfulness and ensure the
existence of harm. Forinstance, alevel of intent or knowledge overand above mere negligence or proof
of a specifictype of harm may be required; each element being used to defineand calibrate the tort
within appropriate parameters. In thisregard, tortlaw generally disfavors strict liability, instead
requiring some combination of wrongfulact, intent, causation and harm before liability will be imposed.

Usuallyintort law, as new torts are developed through litigants urging achange in the existing
elements of an established tort, anotherelementis substituted inits place. For example, when litigants
urged common law courts to recognize the tort of negligentinfliction of emotional distress, the courts
did not simply substitute proof of emotional distress for proof of physical harm; theyadded other
specificelements that required additional evidence and that, together, substituted for proof of physical
harm.

Trade secretlaw has itsantecedentsin thisdebate. Section 759 of the Restatement (First) of
Torts described acommon law tort that existed in some states before it was precluded by the UTSA. , It
provided aclaim for relief for business information not qualifying fortrade secret protection. Inlieu of
the existence of atrade secret (which atthat time required proof of use in one’s business), the tort
required proof of the wrongful (and intentional) acquisition of business information. Thus, ratherthan
focus on the nature of the businessinformation, it focused on the acts that led to the acquisition of the
information and the intent of the defendant when engagingin such acts.

The federal Computer Fraud and Abuse Act, although imperfect, isan example of a statutory law
which focuses on the acts of wrongdoing more so than the existence of aproperty rights. Inone part, it
requiresthe existence of a “protected computer,” but its focus is otherwise on the wrongful acts
associated with that computerand the requisite mindset and harm. Similartothe CFAA, as policy
makers considervarious intellectual property behaviors perceived to be wrong, like litigation brought by
patentassertion entities, itis worth considering how acivil cause of action may be defined thatis not
dependent upon the existence of definable property rights. The benefits of doing so can be to simplify
litigation while putting potential defendants on clearer notice of the behaviors thatare deemed
wrongful and, perhaps, criminal.

Conclusion

Trade secretlaw and policy has much to teach aboutinformation and intellectual property
policy. Principally,itshould be recognized that the provision of acivil right of actionis usually designed
to preventadefined wrongand provide compensation for harm resulting therefrom. In the same way
we can ill-afford individuals running to court every time they suffer some indignity of life oremotional
harm, we cannot afford intellectual property owners demanding relief simply because something has
happenedthatinvolves theirintellectual property, orinformation thatthey deemvaluable.

At the same time, trade secretlaw underscores how deeper understanding of the rights at issue
can benefit plaintiffs,as they can both exploit theirintellectual property and defenditinamore

10|Page



[PSC 2015 DISCUSSION DRAFT - DO NOT CITE OR DISTRIBUTE

predictable and justifiable manner. By recalling the foundational principles of tort law, and using the
elements of aclaimunderthe UTSA as a model, we might begin to more clearly define information and

intellectual property wrongs in ways that the general publiccan understand, the end result being more
compliance and less litigation.
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