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Abstract

This paper explores the intersection of trade secrets and artificial intelligence (Al) from a legal
standpoint, focusing on the evolving challenges and opportunities in safeguarding proprietary
information in the digital age. With the proliferation of Al technologies, businesses are
increasingly reliant on data-driven strategies, heightening the importance of protecting sensitive
information, including trade secrets. The paper begins by examining the traditional legal
framework surrounding trade secrets, emphasizing the need for robust measures to prevent
misappropriation. It then delves into the role of Al in enhancing trade secret protection,
highlighting its potential to bolster security measures, detect threats, and optimize risk

management protocols.

However, the integration of Al in trade secret protection also raises complex legal issues, such as
privacy concerns, algorithmic bias, and intellectual property rights. Furthermore, the paper
explores emerging trends and best practices in utilizing Al tools for trade secret management,
including encryption techniques, anomaly detection algorithms, and secure data storage solutions.
It concludes by offering insights into the future trajectory of Al-driven trade secret protection,
emphasizing the importance of collaboration between legal experts, technologists, and
policymakers to navigate the evolving landscape effectively. Overall, this paper provides a
comprehensive analysis of the opportunities and challenges presented by the integration of Al in
safeguarding trade secrets, offering valuable insights for legal practitioners, businesses, and

policymakers alike.

Introduction

Trade secrets encompass confidential information integral to a company's competitive advantage.

Unlike patents or copyrights, trade secrets are not publicly disclosed, relying on secrecy for
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protection. Common examples include formulas, processes, customer lists, and marketing
strategies. Trade secret protection is typically governed by state laws or the Uniform Trade
Secrets Act, emphasizing the importance of reasonable efforts to maintain secrecy. While trade
secrets offer perpetual protection, they can be challenging to enforce and susceptible to
misappropriation. Despite these challenges, trade secrets remain a vital asset for businesses,

fostering innovation and competitiveness in various industries.

In India, artificial intelligence (Al) is rapidly emerging as a transformative force across various
sectors, including healthcare, agriculture, finance, and education. Government initiatives such as
the National Al Strategy aim to position India as a global leader in Al research, development, and
deployment. Major technology companies and startups are investing heavily in Al-driven
solutions tailored to the Indian market, addressing challenges such as healthcare access,
agricultural productivity, and urban infrastructure. However, concerns about data privacy, ethics,
and job displacement accompany this technological advancement. Balancing innovation with
regulatory frameworks and societal implications is crucial for realizing the full potential of Al in

India's socio-economic development.

Introduction of Al in India

Artificial intelligence (Al) is rapidly transforming the socio-economic landscape of India,
heralding a new era of innovation, efficiency, and opportunity. With its vast population, diverse
industries, and burgeoning tech sector, India is poised to harness the potential of Al in various
domains, ranging from healthcare and agriculture to finance and education. In recent years, India
has witnessed a surge in Al adoption, driven by government initiatives, corporate investments,
and a burgeoning startup ecosystem. The Government of India's National Al Strategy aims to
position the country as a global leader in Al research, development, and deployment, fostering
collaboration between academia, industry, and government agencies. Initiatives such as the
National Programme on Al, Al Task Force, and Al Centres of Excellence are catalysing
innovation and capacity-building in Al across different sectors. Major technology companies and
startups in India are leveraging Al to address pressing societal challenges and unlock new
business opportunities. In healthcare, Al-powered solutions are improving diagnosis, treatment,
and patient care, particularly in remote and underserved areas. In agriculture, Al-driven tools are
enhancing crop monitoring, yield prediction, and resource optimization, contributing to food

security and farmer welfare.
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Similarly, Al is revolutionizing finance through algorithmic trading, fraud detection, and
personalized financial services, while in education, Al-powered platforms are facilitating
personalized learning experiences and skill development. Despite the transformative potential of
Al, challenges remain, including data privacy concerns, ethical dilemmas, and the digital divide.
Ensuring responsible Al deployment, ethical Al governance, and inclusive Al policies are
imperative to mitigate these challenges and maximize the benefits of Al for all stakeholders. In
conclusion, Al holds immense promise for India's socio-economic development, offering
transformative solutions to complex problems and driving innovation across sectors. By fostering
collaboration, innovation, and ethical Al adoption, India can position itself as a global Al

powerhouse, driving inclusive growth and sustainable development in the digital age.

Synopsis of Trade secrets

In India, trade secrets are integral to business competitiveness and innovation, encompassing
confidential information that provides an edge over competitors. Examples include formulas,
manufacturing processes, and customer lists. The legal framework for trade secrets in India
comprises various statutes and principles, including common law, contractual obligations, and
statutory provisions. Under the Indian legal system, trade secrets are primarily protected through
the common law principles of confidentiality and equity, as well as contractual agreements such
as non-disclosure agreements (NDAs). Additionally, the Information Technology Act, 2000,
offers statutory protection against unauthorized access to computer systems, which can help

safeguard digital trade secrets.

The Indian judiciary often relies on principles of equity and fairness to adjudicate trade secret
disputes, ensuring that businesses are adequately protected against misappropriation. Notable
cases like N. Radhakrishnan v. Maestro Engineers have reinforced the importance of protecting
trade secrets under Indian law. To qualify for protection, businesses must demonstrate that
reasonable steps have been taken to maintain the secrecy of the information. While trade secrets
provide perpetual protection, enforcement can be challenging, requiring evidence of

misappropriation.

In summary, trade secrets are vital assets for businesses in India, driving innovation and

competitiveness. The legal framework, including common law principles and statutes like the
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Information Technology Act, 2000, provides avenues for protection and enforcement,
safeguarding confidential information and promoting economic growth. In India's rapidly
evolving economy, where intellectual property rights enforcement can be challenging, trade
secrets offer a flexible and cost-effective means of safeguarding proprietary information, thus

promoting investment in research and development and driving economic growth.*

Relationship of Al and Trade Secrets:

Al plays a crucial role in trade secret protection by enhancing security measures, detecting
unauthorized access, and mitigating risks of misappropriation. Machine learning algorithms can
analyse vast amounts of data to identify anomalies or suspicious activities, enabling proactive
threat detection. Natural language processing (NLP) techniques? aid in monitoring and analysing
communications to prevent leakage of sensitive information. Additionally, Al-powered
encryption and access control mechanisms strengthen the confidentiality of trade secrets,
ensuring that only authorized individuals can access proprietary information, thus safeguarding

against theft or unauthorized disclosure.

The intersection of trade secrets and Al introduces risks and challenges such as data security
threats due to increased access to sensitive information. Algorithmic biases may inadvertently
compromise trade secret protection, while the potential for reverse engineering poses a risk of
proprietary information exposure. Insider threats remain a concern, as Al systems may not always
effectively detect malicious activities by employees or partners. Regulatory compliance
complexities arise concerning data privacy regulations. Additionally, ethical dilemmas
surrounding privacy, fairness, and transparency in Al implementation require careful
consideration. Addressing these challenges necessitates a multifaceted approach integrating

technology, policy, and legal safeguards.

The intersection of Al and trade secrets presents numerous opportunities and advantages®. Al-

powered tools enhance trade secret protection by bolstering security measures, detecting

Details regarding synopsis of Trade Secrets (Last visited on 20"  February 2024), available at:
https://papers.ssrn.com/sol3/papers.cfm?abstract id=3796211

2 Details regarding Natural Language Processing Techniques (last visited on 20" February 2024), available at:
https://www.researchgate.net/publication/319164243 Natural _Language_Processing_State_of The Art Current
Trends_and_Challenges

3 Details regarding the opportunities and advantages in relation to the intersection of Al and Trade Secrets (last
visited on 21% February 2024), available at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3759349
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anomalies, and identifying potential threats more efficiently. Advanced analytics and machine
learning algorithms enable organizations to gain valuable insights from large volumes of data
while maintaining confidentiality. Al facilitates automated monitoring of trade secret usage,
enabling proactive risk mitigation and rapid response to security breaches. Additionally, Al-
driven innovation accelerates the development of new products and processes, enhancing
competitiveness in the marketplace. Leveraging Al in trade secret management fosters greater

efficiency, effectiveness, and strategic advantage for businesses operating in the digital age.*

Judicial Precedents and Legal framework regarding

Trade secrets and Al

Several laws and regulations contribute to the legal framework governing trade secrets and Al in
India like, Indian Contract Act, 1872° provides the legal basis for contracts and agreements,
including those involving the protection of trade secrets through non-disclosure agreements
(NDAs)® and confidentiality clauses. The Information Technology Act, 2000 (Amended in 2008)’
deals with various aspects of electronic commerce and cybersecurity. While it does not
specifically address trade secrets, it offers provisions related to data protection and privacy, which
are essential for safeguarding trade secrets in digital environments. Although patents and trade
secrets are distinct forms of intellectual property, some innovations may be eligible for both forms
of protection. The Patents Act® regulates the grant and enforcement of patents in India.
Furthermore, The Copyright Act, 1957 (Amended in 2012)° protects original literary, artistic, and
other creative works, including software code and algorithms used in Al systems. While
copyright primarily protects expression rather than ideas, it can still play a role in safeguarding
Al-related trade secrets. Additionally, The Competition Act, 2002° (Amended in 2007) addresses

4 Details regarding the Relationship of Al and Trade Secrets (last visited on 21% February 2024), available at:
https://www.irjet.net/archives/\VV10/i12/IRJET-V1011238.pdf
SThe Indian Contract Act, 1872 (Act no. 9 of 1872) (last visited on 21% February 2024) available at:
https://www.indiacode.nic.in/bitstream/123456789/2187/2/A187209.pdf
SInformation regarding the NDAs Legally protecting Trade Secrets (last visited on 22" February 2024), available at:
https://www.justia.com/intellectual -property/trade-secrets/nondisclosure-
agreements/#:~:text=0ne%200f%20the%20simple%20ways,to%20enforce%20a%20trade%20secret.
7 The Information Technology Act, 2000 (Amended in 2008) (Act No. 10 of 2009)(last visited on 23" February
2024), available at: https://www.indiacode.nic.in/bitstream/123456789/15386/1/it_amendment act2008.pdf
8The Indian Patents Act, 1970 (Act No. 39 of 1970) (last visited on 23 February 2024), available at:
Https://www.indiacode.nic.in/handle/123456789/1392?sam_handle=123456789/1362
9The Copyright amendment Act 1957 (amended in 2012) (Act No. 14 of 1957) (last visited on 23" February 2024),
available at:
https://www.jstor.org/stable/43953639
19The Competition Act 2002 (Act No. 12 of 2003) (last visited on 24" February 2024), available at:
https://www.indiacode.nic.in/handle/123456789/2010?view_type=browse&sam_handle=123456789/1362
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anti-competitive practices, including unfair competition through the misappropriation of trade

secrets. It prohibits agreements, abuse of dominant positions, and combinations that have adverse

effects on competition.!

There are cases where trade secret disputes involve technologies or innovations that utilize Al.
The Alibaba Group Holding Ltd. v. Tencent Holdings Ltd. (China)
https://journals.law.harvard.edu/hblr/wp-content/uploads/sites/87/2021/12/HLB201 crop.pdf.

while not specifically relating to Al, involved allegations of trade secret misappropriation in the

context of technology development and competition between two major Chinese tech companies.
The case underscores the importance of protecting proprietary technology and trade secrets in the
digital economy. Furthermore, in Uber Technologies Inc. v. Levandowski (USA) Mark
Harris, Inside the Uber and Google settlement with Anthony Levandowski, TechCrunch (Feb. 16,
2022), https://techcrunch.com/2022/02/15/inside-the-uber-and-google-settlement-with-anthony-

levandowski/., Uber accused one of its former engineers, Anthony Levandowski, of stealing trade
secrets related to self-driving car technology when he left to start his own company, which was
later acquired by Uber. The dispute shed light on the challenges of protecting trade secrets in
emerging technologies such as autonomous vehicles, where Al plays a significant role. Moreover,
the case of NDA Group, LLC v. Pivotal Solutions, Inc. (USA) involved allegations of trade secret
misappropriation related to the development of Al-powered software for financial forecasting.
While not widely known, it illustrates how trade secrets can be implicated in the context of Al-

driven innovations and the importance of protecting proprietary algorithms and data.

Conclusion

At last, In the Al era, protecting secrets requires a multifaceted approach. Employ robust
encryption methods to safeguard data, implement access controls to limit unauthorized access,
and anonymize or pseudonymize sensitive information. Utilize watermarking and DRM to track
data usage®?, complemented by Al-driven behavioural analytics to detect anomalies. Prioritize
secure development practices, enforce NDAs and confidentiality policies, and conduct regular

security audits. Foster employee awareness through comprehensive training programs and ensure

11 Details regarding the Protection of Trade Secrets and Confidential information India (last visited on 22" February
2024)  available at:  https://www.mondaq.com/india/trade-secrets/1402128/protection-of-trade-secrets-and-
confidential-information-in-
india#:~:text=However%2C%20the%20essence%200f%20trade,inappropriate%20disclosure%200f%20private%2
Qinformation.
2Information regarding Watermarking and DRM (Last visited on 24" February 2024), available at:
https://support.caplinked.com/hc/en-us/articles/208200383-What-is-Watermarking-DRM-Document-Editing
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compliance with relevant legal and regulatory requirements. Finally, establish a culture of
vigilance and continuous monitoring, leveraging Al tools to detect and respond to emerging
threats promptly. This integrated strategy fortifies protection in the dynamic landscape of Al-

driven innovation.

The intersection of trade secrets and Al presents both opportunities and challenges for businesses
operating in the digital age. While Al offers advanced tools for enhancing trade secret protection
and driving innovation, it also introduces new risks such as data security threats and algorithmic
biases. To navigate this complex landscape successfully, organizations must adopt a holistic
approach that combines technological solutions, robust policies, and legal safeguards. By
leveraging encryption, access controls, behavioural analytics, and employee training, businesses
can mitigate risks and safeguard their valuable intellectual property assets in the Al era.
Ultimately, embracing Al responsibly can strengthen competitiveness and foster sustainable

growth in today's rapidly evolving business environment.
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