
People who create art or new 
technology usually want 
to see their innovations 

change the world. Or, as Steve 
Jobs said, to “put a dent in the 
universe.” Lucky for us that they 
do. 

But it is a rare entrepreneur 
who can build a Fortune 100 
company out of his or her garage, 
or dorm room or, for that matter, 
out of their costly biotechnology 
laboratory. Many inventors don’t 
even want to build a company — 
they just want to keep creating 
and discovering and inventing, 
alone or in small groups, free of 
the commercial demands of prod-
uct development, manufacturing, 
marketing and distribution. For 
those individuals (and small com-
panies and academic institutions) 
whose focus remains on seeking 
the next new discovery, there is 
but one answer to get their work 
to the public: licensing. 

Ask any entrepreneur: Between 
the spark of a creative idea and its 
full commercial potential lies a 
great distance. Done properly, li-
censing can bridge the gap. 

What is licensed, however, is 
not the idea itself, but rather the 
intellectual property rights as-
sociated with the idea. These IP 
rights come in bundles. And like 
a bunch of sticks, a bundle of 
IP rights can be bound tightly 
together or separated into their 
constituent parts and used or 
transferred, from licensor to mul-
tiple licensees, one stick at a time. 
For example, the owner of the IP 
rights might license a right to 
use the invention, but not to sell 
it to others — or a right to sell a 
product embodying the invention, 
but not to make that product; or 

render, but truce — two sophis-
ticated, well-represented parties 
reaching a compromise. 

Whether simple or complex, 
however, when there is much at 
stake, much care should be taken 
to ensure that each party’s goals 
are met and the technology reach-
es the consumer. 

Very often, however, the li-
cense structure that favors one 
goal undermines another. We see 
this when a licensor wishes to ex-
clusively license narrow “fields 
of use” to two or more different 
licensees, each of which is best 
positioned to exploit the specific 
scope of rights it obtains, thereby 
ensuring that the licensed tech-
nology is used to best advantage. 
Or such is the theory. 

In practice, however, that ap-
proach to licensing can create 
unintended competition between 
the “exclusive” licensees, which 
complicates each licensee’s abil-
ity to raise money and succeed in 
the marketplace. The biopharma-
ceutical industry is familiar with 
this particular conundrum, which 
can arise if the exact same drug 
is licensed to different parties to 
treat different diseases — i.e., 
different “fields of use” — but is 
sold at different prices for each 
disease. The licensee selling at 
the lower price enjoys a wind-
fall from sales outside its “field 
of use,” while the other licensee, 
selling at the higher price, loses 
out. 

A more technical conflict can 
arise with patents, which are of-
ten among the IP rights being 
licensed in the semiconductor or 
biotechnology industry. Patents 
are complex documents in their 
own right, and are subject to laws 
that vary from country to coun-
try. Licensing global patent rights 

a right to do all of those things 
in one country or region, but not 
another. 

Licensing lets each part of the 
innovation ecosystem do what it 
does best. The creator, inventor, 
scientist and artist remain in their 
studio or lab, while those who 
specialize in “scale-up” — the 
equally impressive genius of get-
ting things in people’s hands or in 
front of their eyes — can, through 
licensing, acquire a steady stream 
of innovation to fuel the engines 
of media and technology. 

But what of the licensing deal 
itself? How can and should these 
transactions be structured? 

On one end of the spectrum, 
there is the “click-through” li-
cense that is drafted with im-
mense care — and then never 
read by anyone. It’s there for a 
reason, yes; but it’s not the prod-
uct of a negotiation. The “click-
through” license agreement is the 
legal equivalent of the individual 
licensee saying to the licensor, “I 
surrender.” 

At the other end of the spec-
trum, we find the heavily ne-
gotiated and elaborate biophar-
maceutical partnering deals 
under which complex science is 
licensed and developed over a 
decade or more in a highly reg-
ulated and intensely competitive 
commercial environment, and un-
der which a licensee may transfer 
to the licensor billions of dollars. 
These transactions are not sur-

 By Tom Duley 

TUESDAY, JUNE 7, 2016

www.dailyjournal.com

LOS ANGELES

Done well, licensing will enable entrepreneurs to flourish
PERSPECTIVE

— especially in different “fields 
of use” to different licensees — 
quickly becomes a morass of 
competing interests with respect 
to control of patent prosecution 
and enforcement. Think, for ex-
ample, of the licensor who has 
to permit multiple licensees to 
review and comment on a pat-
ent application; or the exclusive 
licensee in a particular field of 
use who wishes to assert the li-
censed patent against an infring-
er, but can do so only with the 
participation of the licensor and 
the cooperation of another licens-
ee of the same patent in a differ-
ent field of use. 

The inevitable complexity is 
reflected in the license agree-
ments, which can be a challenge 
for the parties to administer. And, 
as if the inherently conflicting po-
sitions are not daunting enough, 
over time, much can change: the 
original parties may be acquired 
by other parties with different 
priorities. The competitive land-
scape of a technology can evolve, 
or the laws may change. 

Creating the “word machines” 
that solve these problems, in the 
form of a contract, is what a good 
license does. And the result, if 
done well, enables an entrepre-
neur’s great idea to get to the 
consumer and put another “dent 
in the universe.” 

Tom Duley is a partner at King & 
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Ask any entrepreneur: 
Between the spark of a cre-
ative idea and its full com-

mercial potential lies a great 
distance. Done properly, 

licensing can bridge the gap. 


