
Information is power, and compa-
nies are relying more and more 
on intellectual property laws to 

maintain their competitive edge. In 
2013, the U.S. Patent and Trademark 
Office for the first time recorded 
more than 600,000 patent applica-
tions and granted more than 300,000 
patents, with both figures almost 
double the numbers in 2000. And 
while there is no central registry for 
trade secrets, a recent empirical study 
calculated that the number of federal 
trade secret cases doubled from 1988 
to 1995, doubled again from 1995 to 
2004, and will double again by 2017. 
D.S. Almeling et al., “A Statistical 
Analysis of Trade Secret Litigation 
in Federal Courts,” 45 Gonzaga L. 
Rev. 291 (2010). (A follow-up study 
found that the number of state trade 
secret cases is also increasing, but at 
a slower rate.)

Patents and trade secrets take op-
posite approaches to protection. Pat-
ents rely upon disclosure in exchange 
for strong, exclusive rights for a fixed 
period of time. Trade secrets rely 
upon nondisclosure. Trade secret 
protection may last indefinitely but 
may also be abruptly lost if secrecy 
is not maintained or if competitors 
reverse engineer or independently 
develop the secret.

While trade secret protection is the 
preferred option for some types of in-
formation, such as customer lists and 
sales projections, businesses need 
help choosing between disclosure 
and nondisclosure to protect infor-
mation that meets the patentability 
requirements (novelty, nonobvious-
ness and usefulness). The follow-
ing factors may help regarding this 
choice:

Productization
Products and their components re-

leased to market are subject to scru-
tiny by competitors. Trade secrets in 
such products are vulnerable to re-
verse engineering. This risk may be 

ments. If infringements are difficult 
to detect or prove, the patent may be 
worthless. It also can be challenging 
to enforce patent infringements that 
occur outside the United States.

Cost
Obtaining a patent requires signif-

icant up-front expense and effort, in-
cluding review and approval by the 
Patent Office. Patent infringement 
and invalidity actions are notorious-
ly expensive. Trade secrets can take 
immediate effect and may involve 
little up-front expense but require 
ongoing expense and effort to main-
tain secrecy.

Capitalization
A trade secret owner with modest 

financial assets may find it difficult to 
attract investors or partners who have 
concerns over the ability to protect 
the secret. These third parties may be 
more comfortable with the relative 
certainty of patent protection. This 
factor must be carefully weighed 
against the cost factor, given the ex-
pense of obtaining patents and con-
ducting patent lawsuit.

Complementary Protection
The dichotomy of disclosure ver-

sus nondisclosure breaks down in 
some circumstances, enabling your 
client to take advantage of both pat-
ent and trade secret law. First, it is 
important to recognize that a U.S. 
patent application generally remains 
confidential for 18 months. Any trade 
secret disclosed in the application 
may still receive trade secret protec-
tion during that time. Your client may 
also be able to extend the 18-month 
confidentiality period by filing a re-

reduced where reverse engineering 
is particularly difficult or expensive 
(although tomorrow it may be easier 
and cheaper), or where distribution 
is carefully controlled to prohibit 
reverse engineering. Processes and 
technologies reserved for internal use 
are generally better candidates for 
trade secret protection.

Competition
Patents are useful to protect IP 

from independent development. In 
assessing the likelihood of indepen-
dent development, consider who the 
competitors are, their known devel-
opment activities, their capacity and 
appetite for development and the 
likelihood of new competitors in the 
future. Disclosure is the trade-off for 
patent protection. A patent may spur 
the competition to invent supplemen-
tary or even replacement technolo-
gies. A trade secret owner has more 
control over the evolution of the tech-
nology.

Shelf Life
Obtaining a patent takes at least a 

couple years and generally provides 
20 years of protection. If the valuable 
life of the IP is only several years 
or less, consider whether the time 
and expense of obtaining a patent is 
worthwhile. Technology may quickly 
become obsolete in rapidly changing 
segments.

Maintenance
For effective trade secret protec-

tion, secrecy must be maintained. 
Internal confidentiality procedures 
must be developed, implemented and 
enforced. Employees must be educat-
ed and appropriate precautions taken 
for both new and departing employ-
ees. Disclosing the trade secret when 
necessary to third parties requires 
extreme care, such as non-disclosure 
agreements and court filings under 
seal. A patent is protected by right, 
but effective monetization of the pat-
ent may require diligent detection 
and enforcement against infringe-
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quest for nonpublication along with 
the patent application, although this 
extension option is not available if 
your client also files a foreign patent 
application for the invention. See 35 
U.S.C. Section 122. Second, your 
client may be able to separate related 
intellectual property, keeping collat-
eral information a trade secret while 
claiming patent protection for anoth-
er invention. See K.F. Jorda, “Patent 
and Trade Secret Complementari-
ness: An Unsuspected Synergy,” 48 
Washburn L.J. 1 (2008-2009). Third, 
while a patent application must dis-
close the inventor’s “best mode” 
for carrying out the invention at the 
time of the application, subsequent 
improvements to the “best mode” or 
even alternative “best modes” deter-
mined by someone other than the in-
ventor at or before the time of filing 
could be retained as trade secrets. See 
Texas Instruments Inc. v. ITC, 871 
F.2d 1054 (Fed. Cir. 1989).
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sure in exchange for strong, 
exclusive rights for a fixed 

period of time. Trade secrets 
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