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“EMPLOYEE AND THIRD PARTY IP INFRINGEMENT” 

BY: Sangini Nagpal 

I. INTRODUCTION 

Intellectual property (IP) means creations that a person creates from its intellect i.e. the 

creations of its mind such as new inventions and developments; art and literature; music; 

designs; symbols; names and images that are used in trading or commerce. It is given 

protection in the form of Patents, Copyrights, Trademarks and Geographical Indications, 

which enables those people who invent or create the same Recognition and Financial 

Benefits. In order to flourish creativity and innovation, the IP system tries to maintain the 

right balance between the innovators and public interest. Talking about the IP created by the 

employees of a company or a firm, how can one ensure its total protection? During the term 

of one’s employment, the employee learns about various specific skills, client’s personal 

information, inside algorithms, software codes, company processes, etc. in order to be aware 

of the creation of one’s own IP and infringing someone else’s IP. Infringement of IP in a 

company/firm can lead to not only financial but reputational losses as well; IP charges can 

also lead to jail time and criminal charges. This article discusses about the action that can be 

taken by an employer when they find out that their employee is engaged in infringing 

someone else’s IP. 

II. ACTION UNDER IP INFRINGEMENT 

1. Trade Secret 

A piece of information that is used in business or industry or trade that is kept confidential in 

order to retain an advantage over the rivals commonly available or easily accessible to 

individuals participating in a specific company or trade is a trade secret. It may be know-how, 

formula, recipes, and methods of manufacturing, pattern, collection, system, tool, method, 

plan, practice, sketch, technique, procedure, design, instrument, trade method or other 

technical knowledge. The key-elements of a trade secret are: 

 Originality of information; 

 The information must not be common or known to common public; 

 It must have certain economic value attached to it and sit should not be ambiguous; 
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 Reasonable steps must be taken in order to retain the secrecy of such information. 

WTO requires the Member States to draft legislation in compliance with the rules that are 

incorporated in the “TRIPS Agreement” (Trade-Related Aspects of Intellectual Property 

Rights) which includes provisions for the protection of trade secrets. Until now in India, 

despite being the member country, there is no clear legislation regulating trade secrets. 

However, for the protection of trade secrets such as the IT Act, the Copyright Act, the Model 

Act, the Patent Act, the Contract Act, the Competition Act, the Specific Relief Act and the 

Civil Procedure Code, few laws are being relied upon. Courts have established trade secret 

law with the intention of upholding and encouraging business integrity and fair practice based 

on the principles of unfair competition. Trade secrets are protected without registration, 

unlike other Intellectual Property. The Indian Judiciary has embraced and implemented 

"Spring Board Doctrine" when dealing with trade secrets cases. 

2. Springboard Doctrine 

In Terrapin Ltd. V Builders’ Supply Co (Hayes) ltd. (1960)1, Roxburgh J. explained the 

Doctrine of Spring Board as:,  

“A person who has obtained information in confidence is not allowed to use it as a 

springboard for activities detrimental to the person who made the confidential 

communication, and springboard it remains even when all the features have been published 

or can be ascertained by actual inspection by any member of the public”. 

In John Richard Brady and Ors v. Chemical Process Equipments P. Ltd. and Anr (1987)2, the 

Delhi High Court held that:  

“The Springboard Doctrine would apply even in the absence of Non-Disclosure or some 

other associated arrangement. The court held that the law of trade secrets is not subject to 

contracts and that the violation of confidential information depends on the principle of equity 

of not taking undue advantage of it by the individual who receives the information in 

confidence”. 

                                                           
1 [1967] RPC 375 
2 AIR 1987 Delhi 372 
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The only theory behind this common-law doctrine is that: ‘when an ex-employee enters a 

competitor with knowledge of the trade secrets of a former employer, due to the nature of the 

new work, he will eventually reveal the same to the new employer and, thus, the former 

employer may not have to wait for an real or even potential use of the trade secrets and may 

pursue legal redress to prevent it’, 

 The ex-employeefrom hiring the employee with the rival;  

 The current employer(competitor). 

The Bombay High Court at Dyeing and Manufacturing Co Mumbai. Ltd. v. Mehar Karan 

Singh (2010)3, held that:  

"The common-law practice of this should then extend only to the knowledge that has been 

released or that the public may ascertain. This information cannot be used without the 

person's permission to the bias of the individual who gave it. 

In a recent judgment, Inphase Power Technologies vs Abb India Limited (2016)4, the 

Karnataka High Court held that:  

“an ex-employee could be harmed on the grounds of the Spring Board Doctrine by using the 

information in his possession and behaving in ways that could be harmful to an employer's 

interest. A business that spends its time, resources, and manpower in R&D deserves defense 

against infringement and passage”. 

3. Copyright Infringement 

Copyright grants legal rights to the creators for anything they create that expresses or 

embodies an idea or their original literary, musical or artistic work which provides the owner 

or the creator the exclusive right to copy, distribute, reproduce, display and license the work 

or to its subsequent use. The copyright protection lasts until 70 years after the death of the 

owner/creator/author. 

One of the main objectives of copyright is to safeguard the rights of the authors over their 

creations by protecting and rewarding the originality of their work. Copyright law, in 

                                                           
3 2010 (112) BomLR 3759 
4 MFA No. 3009 & 3010 / 2016 
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actuality, is concerned with the negative entitlement to the protection of expression, which 

could be enforced, by injunction and compensation. There are a few exceptions that do not 

require consent from the owner, for instance using them for a fair deal for research, study, 

criticism, review and news reporting, for work in library and schools and in the legislatures, it 

is permitted without specific permission of the copyright owners. 

In case the employee is himself/herself liable for violating the intellectual property of the 

third party, the Copyright Act provides for civil as well as criminal remedies by way of 

damages, injunction, account of profit or as are conferred by law for the violation of a right. 

 There are two types of injunctions i.e. Interim and permanent. 

o Interim injunction is urgent and temporary in nature that is passed after the 

court is satisfied that there is an urgency to stop the infringer from infringing. 

o Whereas, once the court is satisfied that all the evidence is produce and that 

continuous infringement is occurring the court can pass permanent injunction. 

 Damages are another way by which court orders for providing compensation for the 

loss occurred to the actual owner of the intellectual property. 

 Accounts of profit is another type of financial order that a court can pass as a way of 

providing compensation to the actual owner of the intellectual property but out of the 

accounts of the profits that the infringer has made. The sum of profit may vary from 

case to case. 

 In a similar way, Chapter XIII of the Copyright Act, 1957 provides for criminal 

penalties which are punishable for an imprisonment that can be extended upto 3/three 

years along with a fine for infringing copyrights. 

III. ANALYSIS 

Much attention has been drawn to the sharing of files, downloading documents and videos 

etc. from online platforms leading to IP Infringement. This happens many a times at the 

workplace where the new employees or associates or interns tend to download files and 

documents from the internet and submit them to their seniors without realisation that they 

may have infringed or violated a third party’s intellectual property rights. IP Infringement is 
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the unauthorised use of using someone else’s material that is protected under the copyright 

law, the trademark act and patents act, the infringement takes place as soon as the protected 

material is reproduced in any material form. IP Infringement by the start-ups or employees 

gives rise to litigation either by third parties or former employers which becomes an 

expensive affair. Hence, it is advised that every company or a start-up business shall include 

terms in their contract which prohibits copyright/ trademark/ patent infringement in any form 

either by the employee or a former employee, during the course of their employment.  

However, the employer can be made liable for the actions of the employee on the principle of 

‘work for hire’ or the ‘master-servant relationship.’ In case the company has a ‘intellectual 

property assignment clause’ which implies that all the creations or inventions by the 

employee shall vest with the employer, which means that the employer will be liable for the 

any and all the infringements or violations made be the employee. Hence, the employment 

contract shall include a term specifying as to how the invention or creation by the employee 

will be dealt with, during the course of the employment. 

The following steps can be taken by the employers in order to protect themselves for the 

actions taken by their employees: 

 Create a clear set of terms and policies that concern the usage of IT on their 

workplace; 

 Block or does not allow usage to websites that allow downloading illegal content or 

documents; 

 Keep restrictions or monitor the amount of database that can be downloaded during 

the course of a month; 

 Prohibit the use of ‘seeding’ or ‘uploading’ files form computer of the workplace; 

 Have a workplace policy that disallows downloading of any copyrighted material in 

order to avoid copyright/ trademark/ patent infringement. 

 Recheck the authenticity of the work before sending in to the seniors. 

 Employers shall ensure that stricter measures are taken so that every employee before 

submitting their work and recheck the authenticity of the work and not infringe 

someone else’s IP. 
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IV. CONCLUSION 

It is apparent from the above analysis that while the Indian IP law is prepared to face a 

number of challenges posed by digital techniques, it, with regards to its own past history that 

needs to incorporate new provisions additionally as there are numerous issues left un-tended 

to. While the intellectual property issues may be something which might be taken lightly in 

the initial stages of a business, the same might result in the complete failure of the business 

resulting in the imprisonment of the violators. Also, if one is not cautious, they can lose their 

IP rights or be liable for infringement of the IP rights of third party. This article has discussed 

about the ways and methods in which a business or a company/firm can take prior steps to 

regulate the actions of their employees. IP Infringement by the employees or former 

employees can bring disrepute to the business and act as a hindrance in the further growth of 

it. It can also bring financial damage to the company leading to losses than profits and a bad 

name enjoining it.   

The theory of the Springboard was adopted by international courts and then pursued by the 

Indian Judiciary. When a person uses confidential information obtained directly or indirectly 

from the employer without the employer's permission, express or implied, he may be guilty 

of a violation of employer's rights. The person concerned can claim compensation, injunction 

and punishment of wrongdoers. The theory also provides the plaintiff with an inherent benefit 

in defending his interests even before the violation itself. The Indian Judiciary has 

successfully secured employer's interests even in the absence of a specific law dealing with 

trade secrets. 

The company or a business at the time of entering into agreement with the employee shall 

clearly specify the liability on infringing a third party’s IP. They should mention both the 

civil and criminal liabilities and the remedies available. Brief the employees about copyright/ 

trademark/ patent infringement and their consequences so that they are not of the view that 

they own the things they have paid for. Because there are many ways and this happens many 

times that the employees have no idea but they infringe someone else’s intellectual property. 

Hence, it is advisable for every company and a start-up to make terms in their contractual 

agreement that specifically define the liability, fine and the punishment to be given upon 

violation of such right. 
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