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PREVENTING THE INEVITABLE:  HOW THINKING ABOUT WHAT MIGHT HAPPEN CAN HELP ENSURE THAT IT WON’T
by
Victoria A. Cundiff(
The so-called “inevitable disclosure” doctrine recognizes that in some cases, if an employee performs particular activities for a new employer, the former employer’s trade secrets are at virtually certain risk of disclosure.  The doctrine has been around for nearly 100 years.
  It first gained widespread attention in the business community, however, in 1995 when the Seventh Circuit affirmed an injunction preventing Bill Redmond, a former PepsiCo senior marketing executive, from continuing his planned employment to integrate the Snapple and Gatorade soft drink businesses then owned by Quaker Oats.  Redmond had never signed a non-compete agreement.
  Since then, hundreds of articles in the popular press have announced that it is now possible to prevent an employee from working for a competitor without first requiring him to agree to a non-compete agreement. 

The decision affirming the grant of the injunction said that the former employer “finds itself in the position of a coach, one of whose players has left, playbook in hand, to join the opposing team, before the big game.”  That phrase has made its way into untold court filings seeking injunctive relief under the inevitable disclosure doctrine, and resonates with business people in a variety of industries concerned that the loss of a key employee will necessarily lead to the loss of their valuable trade secrets.

The general awareness of the PepsiCo v. Redmond case has led many companies facing the loss of employees steeped in their trade secrets to anxiously ask their counsel, “does this particular jurisdiction ‘have’ the inevitable disclosure doctrine?” as they plan their legal strategy.  While it is always important to know what the jurisdictions of interest have said the law “is” when they have looked at similar disputes, today’s answer to that particular question will tell only a very small portion of what the client needs to know.  Far more important is the answer to the question, “do we have the facts we need to show the court that disclosure is virtually certain in these circumstances, and to win an injunction to prevent it?” 

While terminology and specific tests applied do vary considerably among, and even within, different jurisdictions in the United States, no jurisdiction is insensitive to the concerns underlying claims of “inevitable disclosure”; namely, that if an employee armed with a former employer’s trade secrets engages in certain activities, those trade secrets are at serious risk of disclosure.  Even California, which has unequivocally rejected the “inevitable disclosure” doctrine
, recognizes that “threatened” disclosure of trade secrets can be enjoined,
 as do the forty-six other U.S. jurisdictions that have adopted the Uniform Trade Secrets Act.
  Further, every state will award damages and frequently permanent injunctive relief where a new employer obtains information that it knew or should have known included trade secrets of the prior employer.

Similarly, while some jurisdictions have expressly applied the inevitable disclosure doctrine in granting injunctions in specific cases, the “doctrine” has been refined over time and no jurisdiction embraces the doctrine in all cases in which an employee who knows valuable secrets goes to work for a competitor
.  Obtaining an injunction to restrain particular activities likely to lead to the use or disclosure of trade secrets (as opposed to simply an injunction against the actual use or disclosure of trade secrets) is difficult in virtually every jurisdiction.  That is true even with a non-compete agreement.  Indeed, some courts are requiring employers seeking an injunction to enforce a non-complete agreement to show that without the injunction, disclosure of trade secrets is virtually “inevitable.”

Determining whether relief is available to address specific concerns is thus not simply a question of analyzing inevitable disclosure “doctrine” as articulated in the relevant jurisdictions, or of shepardizing the PepsiCo-Redmond decision
.  Case law in this area is not likely to yield reliable bright line legal “answers”,
 although it does sometimes lead to strident “pronouncements.”
  Rather, the case law is particularly useful in showing what terminology the specific jurisdiction uses in addressing “inevitable disclosure” concerns and, critically, what facts are likely to lead a particular court to conclude that an injunction restraining particular kinds of activity is necessary.

Accordingly, rather than providing a jurisdiction-by-jurisdiction analysis of the current status of the case law on the inevitable disclosure doctrine,
 what follows is a consideration of some of the key issues the case law suggests that employers who have lost employees, the employees themselves, and the companies that hire them need to consider in evaluating and reducing the risk that trade secrets will be lost in a particular change of employment, regardless of whether there is a non-compete agreement or not.

1.   Trade secrets owners that have not entered into a non-compete agreement need to be concerned about the inevitable disclosure doctrine.

The chief ill in the inevitable disclosure doctrine is its “after the fact” imposition of a non-compete agreement. 
  If the potential disclosure of trade secrets was so “inevitable,” courts have asked, why didn’t the employer enter into a contract to protect against it?
  The question becomes particularly pointed where the employee requested an employment agreement and the Company refused to enter into one, 
 or where the employee was asked to sign a restrictive covenant but refused to do so.
  For these reasons, and more fundamentally because courts throughout the United States recognize important public policies in favor of employee mobility, “in its purest form the inevitable disclosure doctrine treads an exceedingly narrow path through judicially disfavored territory.”

That said, the answer to the question of why didn’t the trade secrets owner negotiate or impose a non-compete agreement may be, in a particular situation, because such an agreement would have been overly broad or even unnecessary.  In most cases at most times most of the company’s employees would be able to embark on most competitive employment with no significant risk of using or disclosing trade secrets, the plaintiff might concede.  In most cases, plaintiff might admit, a non-disclosure agreement would provide adequate protection.  But this particular move, of this particular employee, who is completely, and perhaps quite recently, steeped in these particular secrets, to this particular competitor, in this specific role, at this particular time creates a “perfect storm”.  These secrets are time sensitive, the new employer desperately needs them, the new employer has tried but failed to develop them internally, the new employer is in a position to use them, and there is perhaps even evidence that the employee has brought some of the trade secrets with him to his new job or actually begun to use them.  In this particular case, the plaintiff would argue, the very nature of this specific move inevitably threatens trade secrets.

As discussed below, the case law makes it clear that if that is plaintiff’s argument, plaintiff must present evidence and specific facts showing why that argument is correct.  Saying that disclosure is “inevitable” doesn’t make it so.

2.   Trade secrets owners that have entered into a non-compete agreement still need to be concerned about inevitable disclosure.

Since a major criticism of the inevitable disclosure doctrine is its “after the fact” imposition of restrictions on competition, employers who chose to enter into “before the fact” non‑compete agreements might assume that they do not need to be concerned with presenting evidence of “inevitable disclosure.”  That assumption is wrong.

Increasingly, courts evaluating whether to grant injunctive relief to enforce a non-compete agreement designed to protect trade secrets focus on whether without the injunction, disclosure of trade secrets is “imminent.”
 While courts applying this standard do not require a showing that actual misappropriation has already occurred before enforcing a non-compete agreement,
 they will treat a showing of “inevitable disclosure” as a surrogate for showing that the plaintiff will suffer imminent irreparable harm without an injunction.
  

Other courts have gone further and demanded an employer seeking an injunction to enforce a non-compete agreement to show that unless the non‑compete is enforced, trade secrets will inevitably be disclosed.  These courts have required employers attempting to enforce non‑compete agreements to establish the same facts they would need in order to win an inevitable disclosure case:  after first establishing that the employee in fact knew valuable trade secrets, properly protected as such, the employer must show 
(1) the extent to which the new employer is a direct competitor of the former employer; (2) whether the employee’s new position is nearly identical to his old one, such that he could not reasonably be expected to fulfill his new job responsibilities without utilizing the trade secrets of his former employer; (3) the extent to which the trade secrets at issue would be valuable to the new employer; and (4) the nature of the industry and its trade secrets.”

If plaintiff is not able to demonstrate that these factors establish the need to enforce the non-compete agreement to prevent inevitable disclosure, courts following this approach may decline to grant an injunction enforcing the non-compete agreement.  They may opt instead for narrower relief, such as enforcing or modifying a non-solicitation agreement.

Thus employers who have elected to use non-competition agreements must increasingly be prepared to make many of the same factual showings in seeking injunctive relief as those who have not.  For such employers, the inevitable disclosure “doctrine,” which can lead a court to impose post-employment restraints without a non‑compete agreement, becomes the inevitable disclosure “standard” they must meet to win an injunction enforcing their contracts.

Since any jurisdiction being asked to enforce a non‑compete agreement will assess whether the agreement is no broader than necessary to protect legitimate interests, inevitable disclosure evidence “checklists” can provide a useful way to organize presentations in support of any request to enforce a restrictive covenant.  

3.   A party asserting that disclosure of trade secrets is “inevitable” must clearly identify what specific secrets are at risk.

The case law is uniform that, when seeking an inevitable or threatened disclosure injunction, “a party must establish more than the existence of generalized trade secrets and a competitor’s employment of the party’s former employee who has knowledge of the secrets”
  Rather, the plaintiff bears the burden of establishing what specific trade secrets are necessarily at risk.  A plaintiff “must identify a trade secret with sufficient particularity so as to enable a defendant to delineate that which he is accused of misappropriating and a court to determine whether misappropriation has or is threatened to occur.”

Courts are increasingly requiring that plaintiff make a clear specification of its own trade secrets before being permitted to view the defendants’ alleged trade secrets.  “[P]laintiff will normally be required first to identify with reasonable particularity the matter which it claims constitutes a trade secret, before it will be allowed (given a proper showing of need) to compel discovery of its adversary’s trade secrets.”
  Failing to make a precise identification of the trade secrets allegedly at risk may result not only in the denial of the requested injunction,
 but has even resulted in the imposition of attorney’s fees.

A good example of how to identify trade secrets can be found, inter alia, in Aetna, Inc. v. Fluegel 
:

The hearing testimony and documentary evidence demonstrate that Aetna possesses many trade secrets of which Fluegel has extensive knowledge.  Fluegel not only had access to, but also helped create many of Aetna’s confidential documents.  Aetna’s strategic plan goes to the heart of its economic value.  The strategic plan is the who, what, where, when and why of Aetna’s business.  The plan describes such things as where Aetna plans to invest its time and resources, how it will implement its strategies and what companies and markets it plans to target.  The specific strategies and execution steps developed and employed by Aetna are not known publicly and are economically valuable to Aetna.  Bertolini testified about the importance of “first mover advantage,” a strategy to be the first to a particular market with a particular product, service or initiative.  Bertolini described several examples of these first mover advantage strategies that Aetna is currently pursuing, such as, generally, network fortification efforts, the pursuit of new technologies, market segmentation strategies and execution pathways.

The complete testimony, and the use of specific examples, clearly brought the significance of the endangered secrets to life.

By contrast, in Boston Laser, Inc. v. Zu,
  the court noted that 

BLI has failed to articulate with any degree of specificity the confidential, proprietary trade secret information to which Zu purportedly was exposed during his employment other than in purely conclusory terms.…Conspicuously lacking in the record now before the court are any specifics concerning BLI information which could truly be considered as proprietary and highly confidential and which, the evidence discloses, was treated as such by the Company.

Providing generalized lists of “subjects about which [plaintiff] may have developed trade secrets (e.g., ‘competitive strategy against chemical companies,’ ‘competitive strategy against non-electric non-chemical treatment companies,’ ‘strategy for pricing and bringing the [product] to market,’ ‘strategy for achieving alliances with OEMs’”
 or simply presenting stacks of documents marked “confidential” without explanation does not adequately identify trade secrets.
  Plaintiff must clearly state what specific information it protected as a trade secret it now claims to be at certain risk.  The defendant, and the court, should not be forced to guess.

4.   A party seeking an injunction cannot simply rely on “changing teams at halftime” rhetoric or other conclusory assertions, whether there is a non-compete or not.  It must establish why this particular job assignment for this particular employee threatens the use or disclosure of trade secrets at this particular time.

Many anxious former employers simply quote the factual findings of PepsiCo v. Redmond or keep reiterating the phrase “he cannot help but inevitably use this information” in an effort to persuade the court to grant an injunction.  But the PepsiCo decision itself recognized that the mere fact that an employee has assumed a job with a competitor does not, without more, make disclosure inevitable.
  The courts reject conclusory speculations that are not backed by evidence and have developed counter-vailing “anti-inevitable disclosure” rhetoric of their own.  For example, in denying injunctive relief, they frequently point out that “An injunction should not issue merely to allay fears and apprehensions or to soothe the anxieties of a party.”
  And if the basis for seeking an activity injunction would apply equally well to all employees who have been exposed to the secret, courts are likely to reject the request for an injunction because, “If the doctrine is applied as urged…then no employee could ever work for its former employer’s competitor on the theory that disclosure of confidential information is inevitable.”

To win this battle of conflicting maxims, a trade secrets owner seeking an activity restraint must offer evidence, not simply speculation.  While no single factor is dispositive, and not all of the factors listed below are essential, courts have found that the trade secrets owner has made a showing of “inevitable disclosure” where 

(
the employee was personally heavily involved in learning and developing the trade secrets;

(
the employee knew enough about the secrets to be able to communicate them to third parties;

(
the trade secrets are readily recalled and implemented

(
the employee has become employed by a key direct competitor (or by a company actively working to become one);

(
the new employer has great need for the information claimed to be at risk (such as where the new employer is a relatively new or smaller entrant to a business in which the former employer is already an established leader);

(
the employee will be in a position to, or was specifically hired to guide and direct or manage decision-making in an area of the direct competitor’s business that places the trade secrets at risk;
 and

(
there is a particular time sensitivity to this secret, as where the two employers are each rushing to be first to market.

Where the plaintiff has not been able to show that the new employer needs or would benefit from the identified trade secrets, however, courts have not granted injunctions.  For example, in Aetna, Inc. v. Fluegel, a pure “inevitable disclosure” case in which the employee was not bound by a non‑compete agreement, while the court found that Aetna established that it had, and that it had carefully protected, valuable trade secrets and that Fluegel knew and had indeed developed many of them, it also concluded that Fluegel’s intended work as an executive for the new employer, WellPoint, would not inevitably place those trade secrets at risk.  The court found that despite some overlap, Aetna and WellPoint were not direct competitors, and the particular trade secrets Fluegel knew were not highly valuable to WellPoint.  WellPoint was the largest of the four major competitors in the health insurance industry, whereas Aetna was the third largest and only half WellPoint’s size.  The core of Aetna’s business, and the area with which Fluegel had the greatest familiarity, national accounts, accounted for only three percent of WellPoint’s revenue.  Further, both Fluegel and WellPoint admitted that the information at issue constituted trade secrets and committed to respect its secrecy.  After an evidentiary hearing, the court found credible Fluegel’s testimony that his first priority would be to honor his commitments to both Aetna and WellPoint to maintain the confidentiality of Aetna’s trade secrets.  Accordingly, the court found that Aetna’s trade secrets would not be placed at serious risk in the new position.

In an interesting play on the “changing teams at half time” language from PepsiCo, the court concluded that Fluegel, who had been temporarily restrained from engaging in certain activities for his new employer pending the decision on longer term injunctive relief, “has already sat out half the season, and it is unfair to keep him on the bench any longer.”

Similarly in Analog Devices v. Michalski
 the court denied an inevitable disclosure injunction where, while the new employee clearly knew trade secrets, the new employer was shown to use different device geometry and device compositions and the trade secrets were thus non-transferable to the new business.  The trade secrets were unlikely even to be useful in the new job, let alone likely to be disclosed.
  

Likewise, in the marketing context an “inevitable disclosure” activity restriction has been denied where the employee’s knowledge from his work at the prior employer related to different sales channels than those for which he would be responsible at the new company.
  
Courts have also denied inevitable disclosure injunctions where the new employer is already far advanced beyond the prior employer, and thus presumably does not need its competitor’s trade secrets
; where trade secrets are likely to quickly become stale,
 and where the trade secrets are highly complex but there is no evidence that they have been removed, or are likely to be recalled.

Moreover, where the employee will not be in a position to guide or influence the direction of the new company, courts have rejected the claim that absent an injunction the disclosure is threatened or “inevitable”.

5.   Evidence that the employee has been less than forthright or has removed confidential information is useful in seeking an activity injunction, but is not always dispositive.

A number of decisions have granted pure “inevitable disclosure” activity restraints even in the absence of a non-compete agreement because the nature of the new job places trade secrets at risk even if the employee acts in the utmost good faith.
  There is no question, however, that evidence that the employee has been dishonest can help establish that trade secrets may be in serious jeopardy in a particular new job.  In fact, as many of the commentators on the PepsiCo decision have tended to ignore, in PepsiCo v. Redmond itself the court concluded that Redmond’s “lack of forthrightness on some occasions and out and out lies on others. . .leads the court to conclude that the defendant could not be trusted to act with the necessary sensitivity and good faith.
  Similarly, evidence that the employee has removed confidential information from the prior employer can also establish a very real threat of imminent use and disclosure and lead to an injunction restraining particular employment activities.

Where there is no non-compete agreement, some decisions have held evidence of bad faith or misappropriation of trade secrets to be essential in order to grant injunctive relief. 
  But not all dishonest acts or omissions establish a need for injunctive relief.  Some courts have cautioned that the dishonesty must specifically relate to the potential for disclosure before it should give rise to a broad restraint on future activity.
  Courts also note that not all pre-departure activity is necessarily dishonest simply because the employee has kept it a secret.  It is not unusual, for example, for an employee not to notify the current employer that he or she is considering a new job.  That omission, without more, is not necessarily evidence that trade secrets are at risk.

Further, even evidence that an employee has removed confidential information from the prior employer is not necessarily dispositive on the question of whether disclosure is threatened or inevitable.  An increasing number of recent cases considering whether to impose activity injunctions have concluded that recent access to or even removal of confidential information is not, by itself, a sufficient basis to grant relief absent evidence that the information has been or is at imminent risk of being used.

Where there is a non-compete agreement, courts typically do not require evidence that misappropriation has already take place before they will grant injunctive relief,
 although such evidence is clearly helpful in establishing a need for injunctive relief.  As described throughout, however, plaintiff should still be prepared to offer evidence of why disclosure is likely to occur absent an injunction; otherwise the requested contractual restraint may be seen as unnecessary overkill.

6.   A party seeking an activity injunction must conduct internal discovery before moving for injunctive relief, and will likely need to conduct formal discovery to win.

An injunction is an extraordinary remedy.  It should not be grounded in conclusory recitals of alarmist fears.  Before bringing a case seeking an injunction, the trade secrets owner needs to conduct a sober assessment of the evidence it has to support its claims.  While the plaintiff generally cannot know everything about the magnitude of the potential risk without reviewing information it does not control, plaintiff must begin, as the defendant will, by conducting internal “discovery” of its own records and employees.  If it cannot marshal the evidence to make even a prima facie showing that its valuable secrets are at serious risk in the new position, it should spare itself the substantial expense typically involved in seeking an injunction to restrain particular activities.  It will not be able to win.  

In preparing a case seeking injunctive relief, the former employer must be clear on whether and why such relief is necessary.  If the former employer cannot identify a specific risk , it cannot expect the court to do so.  Thus, courts have refused to impose activity restraints where  “[plaintiff’s President and CEO] was unable to articulate a reason for requiring [its] employees to sign a restrictive covenant and the need to extend it for a period of one year”
 or where, when plaintiff’s Chief Financial Officer was asked “[w]hat trade secrets were misappropriated by [defendant]?” he testified “I don’t know” and admitted that defendant “could engage in [a competing business] without having to appropriate trade secrets from [plaintiff].”
  An employer who loses an employee needs to focus on answering such questions before bringing suit.

In considering whether to bring suit, plaintiff should conduct careful internal fact-finding to develop evidence to show what trade secrets this particular employee had access to, how valuable they are, and how time sensitive.  If the company has developed and followed reasonable measures to preserve the secrecy of the information at suit, it will be a relatively easy matter to assemble evidence of what those precautions are. 

In assessing the risk of use and disclosure, the trade secrets owner should consider what it already knows, and also what it has publicly said, such as in securities filings, about the importance of its information and of the specific competitors the employee intends to join.  The Company’s competitive intelligence team may have developed useful benchmarking information bearing on the issue of whether a specific competitor has a significant need for the information the employee knows or is technologically married to an alternative platform.  If the competitor is a public company, its securities filings may reveal the recent success or failure of its own research and development efforts.  So can its press releases.

This background fact-finding can be time-consuming, particularly if begun only in response to a specific departure.  Companies operating in industries where employee mobility is common or can be particularly dangerous should regularly discuss the state of the industry and evaluate their internal safeguards with their counsel on an ongoing basis.  Discussions should focus on preventing the loss of employees and on evaluating what information is particularly sensitive and likely to be most at risk if transferred to particular competitors.  This institutional knowledge can be hard to develop on the fly in the fact of a specific threat.  Without it, ill-prepared trade secrets owners could wind up presenting “boiler plate” conclusory affidavits making off-point requests for relief – and thereby lose their request for injunctive relief.

Once a key employee has announced a move that appears to place trade secrets at risk, pre-litigation investigation increasingly includes conducting forensic exploration.  Forensic investigation of company computers and other digital storage devices may reveal actions the employee has taken to access, copy, download, transfer or destroy company information prior to leaving.  Further, assuming the Company has established an e-mail policy permitting it to examine e-mails, a thorough forensic examination may also reveal how long the employee has been in discussions with the new employer, the nature of the new position, and efforts to recruit other employees or customers to the new employer. 

Internal fact-finding will often yield enough evidence to file a solid motion seeking to obtain appropriately tailored injunctive relief.  In many cases, however, it will not be likely to yield enough evidence, standing alone, to win more than temporary relief.  Where there is no non-compete agreement, the court’s focus will be on the details of why this particular job poses such a grave risk to the trade secrets at issue.  Frequently that information can only be learned through formal discovery.  After taking early steps to ensure that the defendant’s/s’ relevant evidence is properly preserved, the trade secrets owner will want to focus on learning:
(
What is the employee’s specific job?  What specific kinds of decisions will the employee make or participate in making?  What kinds of decisions will the employee be consulted on? 

(
What is the reporting structure?

(
Are other former Company employees part of the reporting structure (potentially increasing the risk)?

(
How long has the interviewing process been going on?

(
What information was exchanged as part of the interviews?

(
Did the employee download or transfer trade secrets during the period he or she was interviewing for the new job?  Why?  Has the employee used them?  Where are they now?  Is the new employer aware of – and did it direct – the data transfer?
(
How has the job description evolved over the course of the interviews?  Has it become more, or less, likely to jeopardize the trade secrets?
(
What safeguards has the new employer installed to guard against disclosure of trade secrets?

(
What financial incentives exist for the employee to use trade secrets?
(
To what extent does the new employer need the trade secrets at issue?  

(
Does the new employer have a history of misappropriating competitors’ trade secrets?

(
If technical secrets are at issue, to what extent can the secrets be incorporated into the existing technology?

(
Has the new employer tried, and failed, to achieve the results the employee knows how to achieve?

(
If the are customer-focused secrets, to what extent do the two companies already share customers?  Are there in-process bids?  Do they use the same channels of distribution?

(
If the employee has already started work, what work has s/he already done?

7.   A party seeking an activity injunction should tailor the requested relief to the provable threat.

A trade secrets owner seeking to enforce a non-compete agreement is typically required to show that the restraint is no broader than necessary to protect its legitimate interests.
  A fortiori, one seeking an injunction in the absence of a restrictive covenant needs to tailor the relief sought so that it simply eliminates the threat of inevitable disclosure – not all competition.

While trade secrets owners frequently express the fear that if the employee is permitted to do “anything” for a competitor, trade secrets “could” be compromised, even, for example, during friendly conversations in the Company cafeteria, the “inevitable disclosure” doctrine is not a tool to prevent employees from having lunch with competitors.  It is a scalpel-like device for preventing the employee from engaging in specific activities that will place the former employer’s trade secrets at serious risk.  Particularly where there is no non-compete agreement, an “inevitable disclosure” restraint may well leave the employee free to work for a diversified competitor, just not to perform particular activities for that competitor.
  Thus, in PepsiCo, the court did not bar Redmond from performing all work for Quaker Oats; simply from “assuming any duties with Quaker relating to beverage pricing, marketing, and distribution” for one selling season (six months).

Similarly, in National Starch, where 95% of the employee’s intended work for the new employer did not involve the search for an adhesives formula which the employee had helped to develop and the new company was trying to replicate, the court enjoined the employee only from working on developing that particular type of adhesive formula, not from working for the competitor.
  

However, in framing the request for relief, the trade secrets owner is not required to ignore the structure of the new organization or the potential value of the trade secret to multiple product applications.
  If, for example, discovery reveals that a particular company conducts its business using a “team” approach, so that the head of the adhesives group, for example, typically engages in resource allocation meetings with the heads of other research projects, the head of human resources, and the head of finance, the requested relief would appropriately include a ban prohibiting the employee from participating in any meetings at which the off-limits project is discussed, not simply from performing the project itself.  And if the trade secret is transferable across product lines, it may be appropriate to seek to restrict the employee from engaging in specified activities relating to any of the products for which the trade secrets fill a pressing need of the new employer.
  But the courts are clear that injunctive relief should not be punitive, and that it should not usually prevent the employee from pursuing employment in the areas in which he or she has developed experience or general expertise that is not proprietary to the former employer.

In imposing activity restrictions, particularly where there is no restrictive covenant in place, some courts have conditioned the injunction on plaintiff’s promise to compensate the employee during the period of the restriction.
  Further, courts enforcing an activity restriction contained in a non-compete agreement have noted that the trade secrets owner’s commitment to compensate the employee during the period of restraint reduces the harm that would otherwise be suffered by the employee.
  While courts do not uniformly require such payment, in balancing the hardships they will likely consider whether the employee had been well-compensated by the former employer and the proposed restraint is sufficiently narrow that the employee will be able to secure alternate employment during the period of the restraint.

8.   New employers should not assume that they don’t have to think about inevitable disclosure issues unless they are sued.

“Inevitable disclosure” issues should not be of interest only to employers who lose employees.  Companies hiring competitor’s employees need to identify “high risk” hires during the interview phase.  At that point they can still decide whether to hire the individual or not, and they can conveniently tailor the job to reduce the risk of actually misappropriating the former employer’ trade secrets.  Thinking about potential hazards only in the throes of a lawsuit (whether for injunctive relief or damages) is too late.

Two recent cases granting preliminary injunctions under an inevitable disclosure theory drive this point home.  In Verizon Communications v. Pizzirani,
  Comcast had already extended an offer to Pizzirani, a very senior Verizon executive, to serve as Vice President, Product Management, High-Speed Data, before it learned that he had a non-compete agreement.  Pizzirani was highly knowledgeable about and had even developed many of the confidential marketing and product plans relating to Verizon’s competing products.  He was responsible for the pricing and deployment strategy for Verizon’s products under development and had overseen Verizon’s design and marketing of a new service and product which would expand the competition with Comcast.  The two companies were each other’s most significant competitors in the geographic market for which Pizzirani would have responsibility and were vying to become first in that market with new high speed data product offerings.

While Comcast did not learn the full details of the activities in which Pizzirani had been involved for Verizon before him, it did know in general terms the range of areas for which he had been responsible.  In fact, based on prior discussions with him Comcast had specifically sought out Pizzirani for the proposed job in part because of this specific background.

Once Comcast learned of Pizzirani’s non-compete agreement, it restructured the proposed job to offer him a position as Vice President in an executive training program it created specifically for him.  In that position, as in the position he had been previously offered, he was to report to Comcast’s Senior Vice President having responsibility for high speed data products, a Mr. Bowling.  In the “restructured position,” Bowling was to serve as Pizzirani’s supervisor, “mentor,” and “point of contact” for an “independent research project” that is not fully described in the decision and that may not have been fully detailed before the court.  Pizzirani’s compensation for participating in this training program would be the same as that proposed for the position as Vice President, Project Management.

The court found Comcast’s effort to circumvent the non-compete agreement unavailing because it would not sufficiently “insulate” Pizzirani from the very areas in which he was most likely to disclose trade secrets and in which he had initially been offered employment.  It determined:

It would strain credulity to the breaking point to conclude that in his extensive contact with Mr. Bowling, Mr. Bowling’s responsibilities for broadband will not come into discussion, and that Defendant will not consciously or unconsciously share or draw on insights gained from his work as a senior executive at Verizon.

The court discounted Comcast’s statements that it did not want Pizzirani to disclose trade secrets, in part precisely because it had made the choice to assign Mr. Bowling the role of mentor.  That decision suggested to the court that Comcast was placing Pizzirani in harm’s way, not removing him from a risk of use or disclosure.  The court therefore enforced Pizzirani’s non-competition agreement, which prohibited him from engaging in activities relating to products or services for which he had had responsibility in the prior two years at Verizon.

Query whether the outcome on the request for an injunction would have been different if Pizzirani had not had a non-compete agreement.  Perhaps so, depending on the jurisdiction and on the details of the disclosures that Pizzirani was found to have already made.

But from the new employer’s standpoint, warning bells should have gone off – and measures to protect against receiving Verizon’s trade secrets should have been established – regardless of whether Pizzirani had a non-compete agreement.  In either case, he had intimate knowledge of the very information about Verizon that would have helped Comcast best anticipate its major competitor’s moves.  To protect not only Verizon but itself, the new employer would have been well-advised to install and document specific guidelines before hiring Pizzirani to ensure that Pizzirani would be removed from activities that would place that information at serious risk.  And if the thrust of the proposed job was, in fact, to determine how best to defeat plans Pizzirani had helped to formulate for Verizon, the new employer might appropriately have considered whether placing Pizzirani in that specific job at that particular time did not in fact place Comcast at an unacceptable risk of learning Verizon’s trade secrets.  It may be that regardless of whether or not Pizzirani had a non-compete agreement, the job presented was simply a job that he could not do at that particular time.  Other positions might well have been available to take advantage of Pizzirani’s skills and industry knowledge but not Verizon’s trade secrets.

Certainly, the new employer’s ad hoc, after-the-fact attention to the potential risk contributed to the court’s conclusion that Verizon’s trade secrets would not be safe in the specific job.  Similarly, in Quaker Chemical Corp. v. Varga,
 the court derided the new employer’s post-litigation restructuring of the employee’s job to avoid claims that Varga, global technical manager for steel at his prior employer, was in violation of his non-compete agreement.  Noting that the modified job description was almost a “tacit admission” that the first job offer violated the agreement, the court went on to say that:

There may be some job for Varga at Stuart that would not violate the non-compete covenant but Varga and Stuart are entitled to only one bite at the apple. They cannot keep offering different positions until they stumble upon one that falls outside the covenant.

The court further noted that under the proposed “work-around” (in which Varga would direct market development for the aluminium division as opposed to the metals division, which included both steel and aluminium), it was unclear whether there would be a director of market development for the steel division, the job for which Varga had initially been hired.  This raised the spectre that Varga would wind up filling that void.  Finding that Varga had extensive knowledge of his former employer’s trade secrets and customers, and finding that at least some of this information and goodwill would be directly applicable to the aluminium business as well as to the steel business, the court rejected the “after thought” solution as an inadequate safeguard.

These decisions show that the hiring company should consider how to build in and clearly document safeguards against trade secrets use and disclosure before employment begins – or determine, before offering the employee a position, that work-arounds do not make business sense.  Thinking too late about protecting trade secrets is one way to encourage the court to impose its own restructuring in the form of an injunction order.

9.   Employers involved in national businesses may need to think beyond state lines.  In particular, California employers should not assume that they do not have to think about non-compete agreements or inevitable disclosure issues

“Act local, but think global” is increasingly good advice for employers evaluating “mobile trade secrets” issues.

Those dealing with departing employee issues in California, for example, sometimes too quickly find “bright line” conclusions in California Business and Professions Code 16600, which states that, except as otherwise provided in the chapter, 

every contract by which anyone is restrained from engaging in a lawful profession, trade, or business of any kind is to that extent void.
This provision is routinely used by California courts to strike most non-compete agreements in the employment context (as opposed to the sale of business context).

However,  16600 does not mean that those involved in job changes involving California employees can set aside all concerns about the potential risk particular jobs can pose to trade secrets.  First, California, like all other states, prohibits the misappropriation of trade secrets.  If a particular job in fact leads to the misappropriation of trade secrets, the employee, and potentially the new employer as well, will be liable in damages for misappropriation.
  Regardless of any concerns over whether an injunction will be entered preventing particular employment,  prudence thus dictates analyzing sensitive job changes to make an honest assessment of how to reduce the risk that trade secrets will actually be disclosed.

Second, some decisions construing California law have found a “trade secrets” exception to 16600 and have enforced limited narrow contractual restraints on trade where necessary to protect against the misappropriation of trade secrets.
   Whether that “exception” to an absolute rule is in fact consistent with California law, and if so how the exception may be structured, are issues currently pending before the California Supreme Court as it considers a Court of Appeal decision in Edwards v. Arthur Andersen LLP holding that non‑competition agreements “are invalid under section 16600 even if narrowly drawn, unless they fall within statutory or trade secret exceptions.”
  Companies involved in construing agreements purporting to impose activity restraints on California-based employees should check with counsel to get an up-to-the minute read on the current state of the law on this issue.
Further, in an increasingly national and international economy, the fact that an employee resides in California—or in any other state, for that matter—does not mean that he or she may not also be closely connected through employment with other jurisdictions which do enforce non-compete agreements and which do use “inevitable disclosure” concerns as a basis for enforcing them.  Thus, in Estée Lauder Companies, Inc. v. Batra
, a New York federal court considered a non-compete agreement between a New York employer and a California employee who had worked for the prior employer while residing in California and intended to work for a competitor in California.  The court enforced the agreement’s New York choice of law provision because, while the policies of California and New York regarding employee mobility were undeniably different, the employee had reported to New York in his work for Estée Lauder, a significant portion of his responsibilities were centered in New York, he had supervised New York employees, he had learned trade secrets in New York that belonged to a New York company, and his use or disclosure of those trade secrets in California or elsewhere would injure plaintiff in New York.  In a conclusion that should be carefully reviewed by all employers relying on a multi-jurisdictional workforce, the court stated,

The fact that Batra literally carried out many of his duties from California does not overcome the fact that the work itself was the management of a New York-based brand with predominantly New York-based employees.
  
The court then assessed the risk of use or disclosure, noting that while Estée Lauder had not demonstrated that to date there had been actual misappropriation of its trade secrets, it need not do so to enforce the covenant under New York law.  Rather, since the employee was bound to a non-compete agreement, “Estée Lauder simply need establish that there is a risk of inevitable disclosure”
  The court found that Estée Lauder had made this showing by demonstrating that Batra had been responsible for or intimately involved in developing the brand strategies for two brands that compete with his new employer’s products.  He knew marketing plans and was knowledgeable about confidential products under development and scheduled innovations.  He also knew the stage of development of various products in the pipeline.  While Batra contended that he “really doesn’t care” about his former employer’s trade secrets and his new employer said it did not want them, the court found that Batra “no longer feels allegiance to his former employer” and that he had engaged in activities for his new employer in breach of his duty of loyalty to Estée Lauder while still employed by Estée Lauder.  Further, upon his departure from Estée Lauder, Batra misled his former employer into thinking he was interested in remaining with that company so that he could buy time to file a declaratory judgment action in California seeking to hold the agreement unenforceable.  The court concluded that under the circumstances Estée Lauder should not be required to rely on Batra’s characterization of the usefulness of the information he obtained while employed there.  Batra’s lack of trustworthiness also became a reason for the court to discount Batra’s stipulation that he would have no involvement in product development for a short period of time at his new employer.  

Accordingly, the court entered an injunction enforcing the agreement, although, to be consistent with agreements Estée Lauder had reached with other departing employees who had held similar positions while at Estée Lauder, reducing the contractual duration of the restraint.

The course of the litigation illustrates that in evaluating the risks surrounding a particular hire and the likelihood of injunctive relief, one may need to consider the approaches of several jurisdictions in arriving at an accurate assessment of the legal risk.

Framing a litigation strategy when multiple jurisdictions may have an interest in reviewing the risk a particular job poses to trade secrets is a complex issue going beyond the scope of this paper.  It is vital to note, however, that parties considering potential “dueling courthouse” litigation should have a strategic plan well in mind from the outset in order to move swiftly toward securing an early ruling in the preferred jurisdiction.  One procedural misstep can doom the overall strategy.  Where the choice of forum may have a major impact on the outcome of any litigation, it makes sense to explore these issues with national counsel before extending an employment offer.

Finally, as discussed below, while those contem-plating employee moves in California may take some comfort in California’s resounding rejection of the “inevitable disclosure doctrine”,
 California, like the other 46 U.S. jurisdictions that have adopted the Uniform Trade Secrets Act, prohibits the “threatened” misappropriation of trade secrets and will enter injunctive relief to prevent it.

10.   Regardless of where the employee will work and whether there is a non-compete agreement, new employers and mobile employees must detect and guard against the “threatened misappropriation” of trade secrets.

Hiring an employee who is steeped in a competitor’s trade secrets always poses some threat that the employee will wind up using or disclosing trade secrets.  As described throughout, one question the employee and the new employer should consider early on is how large that threat is, and what can be done to reduce it.

The employee, the new employer, and the trade secrets owner will all also want to consider whether the particular “threat” of disclosure is so great that a court is likely to grant an activity injunction to reduce the threat.

While all states will grant injunctions to prevent “threatened” disclosure of trade secrets, they do not agree on how significant the threat must be before an injunction will be granted.  Commentators
 and some courts have discussed at length the differences between “inevitable” disclosure and “threatened” disclosure, reaching inconsistent conclusions.  

California has emphasized that “the inevitable disclosure doctrine cannot be used as a substitute for proving actual or threatened misappropriation of trade secrets.”
  Conversely, after observing that “the inevitable disclosure doctrine appears to be aimed at preventing disclosures despite the employee’s best intentions, and the threatened disclosure doctrine appears to be aimed at preventing disclosures based on the employee’s intentions”, Iowa courts have concluded, consistent with the PepsiCo decision, that, actually, “the inevitable disclosure doctrine… is just one way of showing a threatened disclosure.”
 

Florida has held that “threatened disclosure” requires proof of “inevitability-plus”; namely, “a substantial threat of impending injury.”
  North Carolina has arguably gone further, stating that to win a broad activity injunction, “threatened disclosure” probably requires a showing of “bad faith or underhanded dealing, and may require employment with a competitor that lacked comparable levels of knowledge and achievement.”

Still other courts have not discussed the nuances of “threatened” vs. “inevitable” disclosure but have found “threatened misappropriation” where the employee had a detailed and comprehensive knowledge of specific and valuable trade secrets and began employment with a competitor in a position substantially similar to the position held during the prior employment
 – the same findings that have led to “inevitable disclosure” injunctions in other jurisdictions.

Jurisdictional differences in approaching the issue are something that trade secrets owners will want to assess carefully if they consider bringing suit.  Despite these differences, two things are clear:  First, virtually no court will issue a significant activity restraint based on conclusory speculation and no proof.  But, second, virtually no court will require a former employer to simply stand by and wait for its trade secrets to be misappropriated if that court finds solid evidence that, without an injunction, disclosure will in fact occur.

In Central Valley General Hospital v. Smith,
 one of California’s Courts of Appeal found that under California law, “winning an injunction based on a claim of threatened misappropriation requires a greater showing than mere possession by a defendant of trade secrets where the defendant acquired the trade secret by proper means.”
  After finding that plaintiff had failed to make this showing in the case before it, the Court then suggested in dicta a number of ways that a former employer might establish a claim of threatened disclosure sufficient to warrant an activity restriction.  These suggestions have already found and are likely to find future acceptance in other jurisdictions:

1. trade secrets remain in the possession of a defendant who has actually misused or disclosed some of those trade secrets in the past
; 

2. trade secrets are held by a defendant who intends to improperly use or disclose some of the trade secrets, as evidenced by defendant’s testimony about how he intends to go about doing his new job;
 or 

3. defendant possesses trade secrets and wrongfully refuses to return them after a demand for their return has been made.

The list might be expanded to include situations in which a disgruntled former employee has literally threatened to use the former employer’s secrets and situations in which the evidence shows that the new employer hired the employee specifically to obtain the prior employer’s trade secrets.

Whether this latter showing could be made by asking the court to make reasonable inferences based upon evidence depends on how strong the evidence is, how reasonable the requested inference, and, ultimately, how willing that specific court is to make the needed inference.  Case law from the specific forum (or judge) considering the issue can provide valuable clues to answering that question, and may suggest appropriate ways to present the evidence.  

But the hiring employer is not principally concerned with debating legal theory, except as a short-term matter.  It has a business to run.  As a business matter, it needs to go beyond evaluating the evolving nuances of legal doctrine as explained in sometimes conflicting case law.  It must focus as well on evaluating the realistic extent of any threat a particular hire genuinely poses to the former employer’s trade secrets – whether or not an injunction is granted.  Hiring employers should take clear note that, regardless of whether an injunction is entered to restrain particular employment activities, “An employer may be liable for misappropriation of trade secrets for hiring a competitor’s employee and placing him in a position where inevitable disclosure occurs.”
  Further, if an employee begins work for a new employer and actually uses the former employer’s trade secrets, that “contribution” may well taint the new employer’s work product and cause the work to have to be redone at  the loss of substantial time and expense.

CONCLUSION

Winning an activity-based injunction to protect trade secrets under the “inevitable disclosure” theory, the “threatened disclosure” statutes, or non-compete agreements is difficult.  It requires a clear showing that without injunctive relief, specific trade secrets are at serious risk of use and disclosure.  But “inevitable disclosure” issues should not be the concern only of employers seeking injunctions.  By carefully thinking through sensitive employee moves to focus on what “could” happen to put secrets at risk, former employers, new employers, and mobile employee can help ensure that it won’t.

END NOTES
( Chair, Trade Secrets Practice Group, Paul, Hastings, Janofsky & Walker, LLP, resident in New York.  Laura Isenberg, also of Paul, Hastings, made valuable contributions to this paper.
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� 54 F.2d at 1269.


� See, e.g., Analog Devices v. Michalski, 147 N.C. App. at 472; Travenol Laboratories, Inc. v. Turner, 30 N.C. App. 686, 696 (1975); Continental Group, Inc. v. Amoco Chem. Corp., 614 F.2d 351, 359 (3d. Cir. 1980); United Products Corp. v. Cederstrom, No. A05-1688, 2006 WL 1529478, *4 (Minn. App. June 6, 2006); Standard Brands, Inc. v. Zumpe, 264 F. Supp. at 267–68, all denying injunctive relief under inevitable disclosure theory.


� Id.; see also, Dearborn v. Everett Prescott, Inc., 486 F. Supp. 2d 802 (S.D. Ind. 2007) (denying injunction where “the theory here is that Dearborn must surely remember valuable information, but under plaintiff’s theory no sales representative would ever be able to leave one competitor to join another because he would inevitably use valuable proprietary information to compete for business”; finding that while employee had learned a great deal of general knowledge about the industry, he was not shown to have acted in bad faith or to intend to misappropriate trade secrets); FMC Corp. v. Cyprus Foote Mineral Co., 899 F. Supp. 1477, 1482-83 (W.D. N.C. 1995).  See also Extracorporeal Alliance, 285 F. Supp. 2d 1028, 1042 (“it is not enough [for the trade secrets owner] to simply state that [defendant’s use of this information is inevitable.  [Plaintiff] has the burden to establish misappropriation has actually occurred or is threatened”).  It should be noted that some courts have been willing to find that where there is a non-compete agreement, a showing that the two companies compete directly and that the employee has in-depth knowlege of highly confidential information may establish that disclosure of trade secrets is “likely, if not inevitable and inadvertent,” see, e.g., Bus. Intelligence Servs., Inc. v. Hudson, 580 F. Supp. 1068, 1073 (S.D.N.Y 1984); Estée Lauder v. Batra, 430 F. Supp. 2d at 174; Lumex v. Highsmith, 919 F. Supp. at 634; Verizon v. Pizzirani, 462 F. Supp. 2d at 658; see also cases cited at n. 89. Significantly, however, in each of the cited cases, the trade secrets owner went beyond barebones allegations and presented evidence that the trade secrets at issue were particularly valuable to the specific competitor at that specific point in time.


� See, e.g., Verizon v. Pizzirani, 462 F. Supp. 2d at 658-659; Payment Alliance, 530 F. Supp.2d at 481-482; Avery Dennison v. Finkle, *2 (note that the court used the term “threatened disclosure” in describing the risk).


� See, e.g., Payment Alliance v. Ferreira (employee was knowledgeable about the development and overall design of the secret software application even though he had not designed it at the technical level); Estée Lauder v. Batra, 430 F. Supp. 2d at 175 (“The fact that Batra was not the scientist behind the formulas bears not on whether or not Estée Lauder has carried its burden given the pervasive nature of his knowledge of marketing and product plans”).


� See, e.g., National Starch, 530 A.2d at 161; Business Intelligence, 580 F. Supp. at 1072; Barilla America, Inc. v. Wright, No. 4-02-CV-90267, 2002 U.S. Dist. LEXIS 12773 (S.D. Iowa July 5, 2002) (“The way this Court interprets the inevitable disclosure doctrine, an employer must prove . . . that [the employee] would be able to remember the trade secret information in a usable form”; note, however, that Court entered injunction based primarily on employee’s removal of trade secrets in physical form and his credibility and intent.)  But see Emery Industries, Inc. v. Cottier, No. C-1-78-474, 1978 WL 21419, at *1, 202 U.S.P.Q. 829.833 (S.D. Ohio Aug. 18, 1978) (granting inevitable disclosure injunction where finding “It could not be claimed that the detail of the proprietary material could be or is carried around by the defendant in his head.  It is not.  The generality of it is, and the generality is usable for conclusory purposes”).


� See, e.g., Verizon Communications, Inc. v. Pizzirani, 402 F. Supp. 2d at 650 (granting injunction enforcing non-compete agreement where former and new employer were each other’s most significant competitors in the region); Procter & Gamble Company v. Stoneham, 140 Ohio App. 3d 260, 747 N.E.2d 268 (2000), app. dism’d, 91 Ohio St.3d 1478, 744 N.E.2d 775 (2001) reversing denial of injunction to enforce non-compete agreement where Stoneham set a goal to make new employer one of the top three global hair care brands largely by targeting former employer’s products); Allis-Chalmers v. Continental, 255 F. Supp. at 651-652 (former and new employers were in head-to-head competition to develop a new fuel injection system for the armed services).


� See, e.g., Prosonic Corp. v. Stratford, 539 F. Supp. 2d 999 (S.D. Ohio 2008) (granting injunction to enforce non-compete covenant where former employer was North American market leader in sonic drilling and new employer was a recent entrant to the business and had hired employee specifically to grow its sonic drilling business in the Gulf Coast); Xantrex Technology, Inc. v. Advanced Energy Industries, Inc., No. 07-CV-02324-WYD-MEH, 2008 WL 2185882 (D. Colo. May 23, 2008) (enforcing covenant where former employer was the oldest North American manufacturer of solar inverters, there were only two significant North American competitors, and the new employer was just entering the market).


� Id.; PepsiCo v. Redmond, 54 F.3d at 1266; see also generally Avery Dennison v. Finkle; Estée Lauder v. Batra; Proctor & Gamble v. Stoneham; Aetna Retirement Services, Inc. v. Hug, No. CV 970479974S, 1997 WL 396212 (Conn. Super. June 18, 1997) (unpublished) (all enforcing restrictive covenants).


� Verizon v. Pizzirani, 462 F. Supp. 2d at 651 (granting injunction to enforce non-compete agreement where former and new employer were each developing new broadband offering and sought to be “first to market” with those offerings); Cf. Dorel (“because the industry worked on a cyclical calendar, [the] new employer would be able to do little with the information before it became public”); Sprint Corp. v. DeAngelo, 12 F. Supp. 2d 1188 (D. Ks. 1998) (denying injunction to enforce non-compete where court found that the former and new employers were not yet competitors and, are in fact “both late entries in the market and . . . it is not clear that either one of them is sufficiently advanced in its marketing efforts to exploit confidential marketing information from the other”). 


� Cf. Aetna Retirement Services, Inc. v. Hug at *11 (enforcing non-compete agreement with high level executive where former and new employer were “substantial and direct competitors” for the sale of variable annuities, approximately 80% of the new employer’s total variable annuity sales came from products competitive with those overseen by employee for former employer, the two companies’ annuity products were “clearly in substantial and direct competition with one another ” and were sold through the same channels to the  same target clientele, and employee would have “full profit and loss general management” responsibility for these annuity products.  While court found that “it is unquestionable that Hug is a person of unimpeachable integrity whose honesty is widely respected and admired”; nevertheless, his “decisions, contributions and strategic insights cannot help but be informed by the framework and knowledge he gained in employment at Aetna in making and participating in strategic business, sales, product and marketing plans”). 


� Aetna v. Fluegl, *8.


� 157 N.C. App. 462


� See also Interbake Foods, LLC v. Tomasiello, 461 F. Supp. 2d 943, 973-74 (N.D. Iowa 2006) (denying inevitable disclosure injunction where the equipment, processes, and recipes independently developed by the two employers were significantly different and the trade secrets would thus be of little value to the new employer without substantial modification); Hoskins Mfg. Co. v. PMC Corp., 47 F. Supp. 2d 852 (E.D. Mich. 1999) (granting summary judgment for defendant on inevitable disclosure claim where there were significant differences between the two manufacturing processes).  Note, however, that in some situations even if the technologies may not be directly transferable to a new employer, intimate non-public knowledge of the strengths and weaknesses of  a competitor’s product and of future strategies can be put at substantial risk in particular new employment activities. Marcam v. Orchard, 885 F. Supp. 294, 297 (granting injunction to enforce non-compete agreement). 


� See Pella Windows & Doors v. Buscarnera, No. 07-CV-82 (SLT)(JMA), 2007 WL 20892898 (E.D.N.Y. July 18, 2007) (refusing to grant inevitable disclosure injunction where court found that sales employee lacked sufficient knowledge of or experience with trade secrets that would be relevant in his new position to impart them to new employer; employee had previously focused on direct sales to consumers and in new job would sell to commercial and trade customers; court rejected plaintiff’s “speculative allegations about how business really works” and characterization of defendant’s evidence as “hogwash.”)


� PSC Inc. v. Reiss, 111 F. Supp. 2d 252 (W.D.N.Y. 2000) (denying inevitable disclosure injunction where new company was market leader and had no particular need for the trade secrets); Standard Brands v. Zumpe, 264 F. Supp. 254 (E.D. La. 1967).


� See, e.g., Dorel Juvenile Group v. DiMartinis, 495 F.3d at 502-03 (denying injunction where the information “was fairly general, subject to change and evolution, and had a very short shelf life.”)


� See, e.g., Extra Corporeal Alliance, 285 F. Supp. 2d at 1042 (noting that where the employee did not have a copy of the secret computer program, recreating it would be difficult if at all possible, making disclosure unlikely, rather than inevitable); Pella Windows, *10 (denying injunction where PPQ computer program at issue could generate approximately 4 million different list prices and employee thus could not possibly recall an exact list price to undercut his former employer even if the information were a trade secret).


� Kelly Services, Inc.v. Greene, 535 F. Supp. 2d 180, 187-188 (D.Me. 2008) (applying Michigan law) (refusing to enforce non-compete agreement against junior employee not personally engaged in direct competition in absence of allegations of specific acts of actual or threatened misappropriation); Degussa Admixtures, Inc. v. Burnett (trial court decision), 471 F. Supp. 2d 848, 856 (W.D. Mich. 2007) (finding that inevitable disclosure doctrine “is only suggested to be applicable to high executives and key designers of the company’s strategic plans and operations”);  Campbell Soup Company v. Giles, 47 F. 3d 467 (1st Cir. 1995) (denying inevitable disclosure injunction where mid-level executive was hired to execute existing plans); Travenol Laboratories v. Turner, 30 N.C. App. at 688 (denying inevitable disclosure injunction where employee was hired for manufacturing, not to work in research and development; and manufacturing process were widely known).


� See, e.g., National Starch, 530 A.2d 31; Emery Industries v. Cottier, 202 U.S.P.Q. 829.


� 54 F.3d at 1270.


� See Creative Collections of New York, Inc. v. DiBlasi, 15 Misc.3d 1130, 841 N.Y.S.2d 218 (N.Y. Sup. 2007) (“It is appropriate to issue a preliminary injunction against former employees even without a restrictive covenant where they have breached trust or stolen the employer’s proprietary information.” [citing cases]) (emphasis added) (enjoining employee defendants from soliciting plaintiff’s customers for one year and from using misappropriated documents).  See also Henkel Corporation v. Cox, 386 F. Supp. 2d 898 (E.D. Mich. 2005) (granting activity restraint in absence of non-compete where employee removed and apparently used confidential information and made contradictory statements regarding his retention of additional confidential information); Liebert Corp. v. Mazur, 357 Ill.App.3d 265, 827 N.E.2d 909 (2005) (reversing denial of inevitable disclosure injunction in face of employee’s removal of documents, spoliation of evidence regarding its use or disclosure, and other indicia of bad faith); Barilla America v. Wright, *16, 32-34 (enjoining competitive employment in absence of non-compete where evidence showed that employee removed and did not return CD’s and notebook containing plaintiff’s trade secrets and at best “handled Barilla’s trade secrets in a haphazard way”); Novell, Inc. v. Timpangos Research Group, Inc., No. 97040037, 1998 WL 177721 (Utah Dist. Ct. Jan. 30, 1998) (granting inevitable disclosure injunction against employee who lacked non-compete covenant but was found to have willfully used and disclosed former employer’s trade secrets”); Doubleclick v. Henderson at *5-6 (need for relief was bolstered by showing of actual disclosure, which showed “a high probability of ‘inevitable disclosure’ of trade secrets”).  Similarly, where an employee has non-compete agreement, the removal of confidential information has been a factor leading to the grant of injunctive relief.  See, e.g., Verizon v. Pizzirani, 462 F. Supp. 2d at 660 (court granted injunction to enforce non-compete agreement where it was given “additional pause” by employee’s disclosures of some trade secrets to the new employer during the interview process and by his removal and transfer of Verizon confidential documents, even though he claimed he later erased them; such acts gave the court “reason to question [employee’s] credibility in regards to his claim that he would fastidiously guard Verizon’s trade secrets if he worked at Comcast”). 


� See, e.g., Dearborn v. Everett Prescott, 486 F. Supp. 2d at 820 (holding that the inevitable disclosure theory “should remain limited to a rare and narrow set of circumstances in which the departing employee has acted in bad faith in taking or threatening to take valuable confidential information”); FMC Corp. v. Cyprus Foote, 899 F. Supp. at 1483 (“North Carolina’s caselaw to date indicates that its courts would refuse to enjoin an employee from working for a competitor under the ‘inevitable disclosure’ theory absent some showing of bad faith, underhanded dealing, or employment by an entity so lacking comparable technology that misappropriation can be inferred”).


� See, e.g., Merck v. Lyon, 941 F. Supp. at 1461 (observing that while Lyon had not been “entirely forthright” in his representations concerning his future employment, “it does not appear that he was attempting to hide the truth in order to spirit off trade secrets.”  Thus, there was no basis to impose broad injunction barring him from working for a competitor, but there was a basis for questioning his ability to keep his word with respect to the confidentiality agreement.”  Accordingly the court imposed a restriction prohibiting employee from discussing certain topics with new employer.)


� Aetna v. Fluegel, *7.


� See n. 17.


� Boston Laser, *8.


� Meritage Homes Corp. v. Hancock, 522 F. Supp. 2d 1203, 1220 (D. Ariz. 2007) (granting summary judgment for defendant on misappropriation claim based on inevitable disclosure theory).


� For suggestions on reasonable measures to maintain secrecy, see, e.g., V.A. Cundiff, “Digital Defense:  Protecting Trade Secrets Against New Threats,” PLI Intellectual Property Law Institute Course Handbook, 2008.


� See, e.g., Xantrex Technology v. Advanced Energy Industries (granting injunction to enforce non-compete where, among other things, during interviews the employee learned that the new employer intended to enter current employer’s market but did not tell the current employer and employee conveyed detailed comments to new employer about new product and directed employees of current employer to assemble information that would be useful to new employer); Verizon v. Pizzirani (granting injunction where employee made some disclosures of confidential information during interviews).


� See, e.g., Spinal Dimensions (narrowing covenant where “plaintiffs have demonstrated a likelihood of success in establishing a legitimate interest in protecting their existing customer relationships from unfair competition by defendants  but have not, at least on the present record, established that such relief must be extended to other customers in New York and through [plaintiffs’] geographic territory”). 


� Cf.  Emery Industries v. Cottier, where new employer was engaged solely in the field which court found would necessarily place trade secrets at risk.  The court found that “It would be useless to attempt to draft an injunction which would permit any employment” by the specific competitor and therefore required plaintiff to compensate the employee during the period of the injunction; Barilla America v. Wright, *33, 35, which enjoined employee from working for any competitors of the plaintiff in the pasta industry for one year following his departure from plaintiff; court noted, however, that only five of Wright’s twenty-six years of food processing experience had been in the pasta business and that other jobs in the food industry were available to Wright).


� 54 F.3d at 1271.  


� National Starch, 219 N.J. Super. at 158.  See also, Prosonic Corp. v. Stratford, 539 F. Supp. 2d at 1008 (finding that plaintiff had established threatened disclosure as to sonic drilling and enforcing the non-compete to the extent of prohibiting employee in engaging in activity relating to sonic drilling, but not prohibiting the employee from engaging in other types of drilling for the same competitor.)


� See Victaulic Co. v. Tieman, 499 F.3d 227, 235 (3d Cir. 2007), holding that the question of whether an employee bound by a non-compete could work for a competitor selling similar products to those he had sold for the prior employer but to different industries is a fact-specific inquiry that may need to focus on how transferable the trade secrets are across industries and customers.  See also Quaker Chemical Corp. v. Varga, 509 F. Supp. 2d at 482 (emphasizing the fact-intensive nature of this inquiry).


� Id., noting that trade secrets at issue could be valuable both to employer’s aluminum and steel businesses and issuing an injunction enforcing the non-compete agreement.


� See, e.g., Emery Industries v. Cottier, 202 U.S.P.Q. at 836.


� See Avery Dennison Corp. v. Finkle, *3, n. 13 (“Implicit in the decision of the court is the order that Donald Finkle be so compensated.  Noncompliance by the plaintiff with this contractual provision [to pay two-thirds of Finkle’s base monthly salary] will be grounds for an immediate review by the court of the continued propriety of the temporary injunction as well as possible sanctions by the court”); Estée Lauder v. Batra, 430 F. Supp. 2d at 182 (“Here the risk of Batra’s loss of livelihood is entirely mitigated by the fact that Estée Lauder will continue to pay Batra his salary of $375,000 per year for the duration of the ‘sitting out’ period”); Aetna Retirement Services, Inc. v. Hug, *11 (conditioning grant of injunction on former employer’s representation in court that it would pay Hug the pro rata portion of his $210,000 base salary during the period of restraint); Marcam v. Orchard (finding that potential harm to former employer if injunction was not granted was greater than harm to employee if it was since former employer had agreed to pay employee 110% of the salary offered by the new employer).


� See, e.g., Verizon v. Pizzirani, 462 F. Supp. 2d at 661-62 (noting that defendant acknowledged in the agreements and during his deposition that he possessed broad-based, marketable skills so that enforcement of the covenant would not prevent him from earning a livelihood); Payment Alliance International, Inc. v. Ferreira, 530 F. Supp. 2d 477 (observing that Ferreira was not barred from all gainful employment within an industry); Henkel Corp. v. Cox (observing that injunction would leave defendant free to work for his new employer in other areas without reduction in compensation). 


� 462 F. Supp. 2d 648 (E.D. Pa. 2006)


� Id. at 653.


� Id. at 659.


� 509 F. Supp. 2d 469 (E.D. Pa. 2007)


� Id. at 482 (emphasis in original).


� For examples of cases in which the hiring employer’s early sensitivity to trade secrets issues helped to avoid injunctive relief, see United Products Corporation of America, Inc. v. Cederstrom, No. A05-1688, 2006 WL 1529478 (Minn. App. June 6, 2006) (denying injunction to enforce non-compete agreement where new employer had specifically structured the terms of employment to avoid violating the contract and there was no evidence that employee had breached confidentiality and non-solicitation provisions; court would not presume irreparable harm simply because a non-technical employee with access to confidential information took a position with a competitor or because a former employer presumes that disclosure and solicitation is inevitable); Del Monte Fresh Produce v. Dole, 148 F. Supp. 2d  at 1339 (denying injunction and finding no showing of threatened disclosure, noting that when Dole and employee worked out employment arrangements “they were very aware” of employee’s confidentiality obligations; Dole instructed employee and others at the company that he was not to reveal confidential information and structured his job to keep him away from areas that would be most likely to place trade Del Monte’s trade secrets even at inadvertent risk; and both employee and new employer testified that they did not want for him to disclose trade secrets); Bridgestone/Firestone, Inc. v. Lockhart, 5 F. Supp. 2d 667, 682 (S.D. Ind. 1998) (denying injunction to enforce non-compete agreement where new employer and employee “worked hard to develop an arrangement that would not violate the terms of the noncompetition agreement,” removed employee from any direct competition with his former employer’s products, and advised senior management of the extent of employee’s obligations to former employer; such precautions made it appear that misappropriation was not inevitable or even seriously threatened).


� See, e.g., Cadence Design Systems, Inc. v. Avant! Corp., 24 Cal.4th 215, 57 P.3d 647 (2002)


� See, e.g., Campbell v. Board of Trustees of Stanford University, 817 F.2d 499 (9th Cir. 1987); General Commercial Packaging, Inc. v. TPS Pkg. Eng. Inc., 126 F.3d 1131, 1134 (9th Cir. 1997) (per curiam).


� 2006 Cal. App. LEXIS 1320, *3 (Aug. 30, 2006) (depublished).


� 430 F. Supp. 2d 158 (S.D.N.Y. 2006).


� Id. at 172.


� Id. at 179 


� See also Sprint Corp. v. DeAngelo, 12 F. Supp. 2d 1184 (D. Ks. 1998) (enforcing contract’s Kansas choice of law provision even though employee had worked for company in Virginia since employee traveled frequently to company headquarters in Kansas on business).  In evaluating mobile employee issues, employers are increasingly needing to look across national borders as well.  See, e.g., Xantrex Technology v. Advanced Energy, where employee’s British Columbia non-compete agreement was assessed under both the law of Colorado, where employee intended to work, and of British Columbia, where he had previously worked.


� 101 Cal. App. 4th at 1464.


� See, e.g., Elizabeth A. Rowe, When Trade Secrets Become Shackles: Fairness and the Inevitable Disclosure Doctrine, 7 Tul. J. Tech. & Intell. Prop. 167, 181 (Spring, 2005).


� Whyte v. Schlage Lock Company, 101 Cal. App. 4th at 1464.  


�  Barilla America v. Wright, *25. “[T]he approach this Court takes will be to simply enforce a stricter standard on inevitable disclosure and then treat it and the threatened disclosure standard as variations of the same standard.” Id.  See also Interbake Foods v. Tomasiello, 461 F. Supp. 2d at 973 (“the inevitable disclosure doctrine is just one way of showing threatened disclosure where additional evidence showing the existence of substantial threat of impending injury is unavailable to the movant”).  To the same effect, see La Calhène v. Spolyar, 938 F. Supp. at 531.  


� Del Monte Fresh Produce v. Dole, 148 F. Supp. 2d at 1338-39, relying upon International Bus. Mach. Corp. v. Seagate Tech, Inc., 941 F. Supp. 98, 101 (D. Minn. 1992).


� Merck v. Lyon, 941 F. Supp. At 1462, FMC Corp. v. Cyprus Foote, 899 F. Supp. at 1483; Analog Devices v. Michalski, 157 N.C. App. at 471.


� See, e.g., Procter & Gamble v. Stoneham, 140 Ohio App. 3d 260, 278 and Dexxon Digital Storage v. Haenszel, 832 N.E. 2d at 68 (both finding threatened disclosure and reversing trial court’s denial of injuction to enforce non-compete agreement); Avery Dennison v. Finkle, at *3.  


� 162 Cal. App. 4th 501, 527-529, 75 Cal. Rptr. 3d 771 (2008) (denying injunction because plaintiff did not establish threatened misappropriation but outlining factual showings that could support an injunction).


� Id., 162 Cal. App. 4th at 528-529.


� See, e.g., Ready Link Healthcare v. Cotton, 126 Cal. App. 4th 1006, 1011, 1017, 24 Cal. Rptr. 3d 720 (2005); see also Henkel Corporation v. Cox, 386 F. Supp. 2d 898 (E.D. Mich. 2005) (finding a threatened misappropriation and granting activity restraint in absence of non-compete agreement where plaintiff showed that employee had removed trade secrets from prior employer, transferred some confidential information to new employer’s computer, was using the trade secret in creating a product for new employer, and had made contrary statements about whether he had returned all confidential information to prior employer before litigation began).


� See, e.g., Technical Industries, Inc. v. Banks, 419 F. Supp. 2d 903, 913 (W.D. La. 2006) (employee testified that he intended to use a different computer code but the same secret data collection process as his prior employer); Allis-Chalmers v. Continental Aviation, 255 F. Supp. 645 (“there is simply no other way to execute the necessary tasks”).


� Cf. Liebert v. Mazur, 357 Ill. App. 3d 265, 827 N.E. 2d 909 (2005) (finding that trial court erred in finding that plaintiff had not established “inevitable disclosure” where employee downloaded documents, destroyed evidence that would have revealed whether the documents had been copied and used, told a client of his former employer before he resigned that he intended to approach it with a competing sales proposal from his new employer, and plaintiff presented evidence that the new employer wanted to “cripple Liebert in Chicago for at least six months” through hiring its sales team).


� PRG�Schultz International, Inc. v. Kirix Corp., No. 03 C 1867, 2003 WL 22232771 *7 (N.D. Ill. Sept. 22, 2003); RKI Inc. v. Grimes, 200 F. Supp. 2d 916 (N.D. Ill. 2002) (imposing award of actual and punitive damages, attorneys’ fees, and permanent injunction where company hired employee who knew trade secrets, placed him in an identical job, and actual disclosure occurred); C&F Packing Co., Inc. v. IBP, Inc., No. 93 C 1601, 1998 WL 1147139 (N.D. Ill. March 16, 1998) (denying new employer’s motion to dismiss misappropriation claim which asserted that new employer had placed the employee in a position resulting in the inevitable disclosure or use of the trade secret). In C&F Packing Co., the jury ultimately found that disclosure actually did occur and returned a verdict of $11 million dollars.  “Jury Delivers $11 Million Verdict in Pizza-Sausage Battle,”  Nat’l L.J., (February 1, 1999).


� See, e.g., General Reinsurance Corp. v. Arch Capital Group, LTD, No. X05CV074011668S, 2007 WL 3121766 (Conn. Super. Oct. 17, 2007) (unpublished) (enjoining defendants, including new employer, from using confidential information of prior employer, including information regarding loss costs that had already been incorporated into computer tools developed by a group of plaintiff’s former employees through studied recreation of a “tribal memory” of former employer’s information.  New employer’s stated goal had been to enter a new line of reinsurance business quickly and to target the clients of plaintiff, the largest such reinsurer in North America; injunction would require much of the finished work toward that goal to be set aside as unusable.)
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