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Preface to the Second Edition

In the short five years since the First Edition of this book was published, intellectual
property licensing has grown even more significant than it was at that time. The global
intellectual property licensing market now stands at more than $100 billion. Intellectual
property assets today account for more than 40% of the net value of all corporations in
America. See Kamil Idris, Intellectual Property: A Power Tool For Economic Growth 34
(2002). One simply cannot overstate the importance of intellectual property licensing to
all American attorneys.

In recognition of the increased importance of licensing, we substantially revised the
First Edition. So much has changed, in fact, that we decided to change the title of the
book. It is no longer a “digital” age. Rather, we now, quite clearly, live in a more general
“information” age. The new title is intended to capture that fact.

We have extensively modified and supplemented the material for wider coverage and
better pedagogy. For example, there is a new chapter on licensing in the biotechnology
field (Chapter 14). The introductory material in Chapter 1 has been completely redone
to express our understanding that intellectual property licensing is truly an interdisci-
plinary field. Additionally, Chapter 2 on intellectual property in general has been com-
pletely revised to make it a better review and more accessible to students. Chapter 7 on
common clauses in licensing agreements was redone to increase its scope and provide
better explanation. Chapter 8 regarding software licenses was reworked to keep it as up
to date as possible. Chapter 9 on antitrust was revised to add a section on misuse, pro-
vide better grounding in the basics and address the challenging issues posed by United
States v. Microsoft. Many other changes were made.

We also decided that we could serve those adopting this book better if we moved the
problems to a web site. Therefore, the probl ems were all del eted from the hard copy of
this tex tbook. They can be found at www.caplawcom/licensing Making the problems
web-basedwi Il allow us to update them and changethem as this field continues to evo lve.
If you adopt this book, please refer to the web site of ten to keep track of these changes.

Also, in recognition of the growing complexity of intellectual property licensing, we
found it extremely helpful to add two new co-authors to our efforts. Barbara Wrigley is
a partner in the intellectual property practice group of Oppenheimer, Wolff and Don-
nelly LLP in Minneapolis, Minnesota, and has a substantial licensing practice. Her
practice area requires her to be on the practical, front line of many of the issues pre-
sented in this book.

We also added Professor Jay Dratler, Jr., the Goodyear Professor of Intell ectual Property
at the University of Akron School of Law. For years, Professor Dratler has been a house-
hold name in the field of intell ectual property licensing In addition to his incredible depth
of knowledge, he also brought an important eye for detail that has served this proj ect well.

xvii






Preface to the First Edition

Intellectual property is quickly becoming one of the most financially significant as-
sets of corporations. The ability to recognize intellectual property which has value to
others, select appropriate licensing partners, exploit that intellectual property for com-
mercial gain, and police the quality of licensed properties significantly contributes to
the net worth of any corporation engaged in such activity. Licensing intellectual prop-
erty also plays a significant role in gaining market share.

Today, the retail sales of licensed consumer produ cts worl dwi de alone exceeds $110
billiondollarsper year. The United States Office of Technology Assessmentestimates that
the world trade in intell ectual property directly affects 2.2% of the United States labor
force and 5% of the gross nati onal product. A full 25% by value of United States exports
are in the form of licensed intell ectual property. Any single indu s try that represents 25%
of all United States ex ports cleary rises to the level of a nati onal security issue.

However, a large portion of this market is being usurped via pirated intellectual
property. Although no one is certain of the precise value of the pirated intellectual
property, nor can commentators agree exactly on the impact it has on the United States
economy as a whole, it is clear that for individual intellectual property owners the im-
pact is substantial. Some industries, such as the compact disc industry, report that the
size of their market would double but for international pirating. Whatever the actual
size of the pirated market, it all represents potential licensing opportunities.

Therefore, it is crucial that well-trained American lawyers be familiar with the issues
involved in the licensing of intellectual property. As intellectual property is involved in
one quarter of our national exports, licensing clearly pervades much of the practice of
law in any corporate/business setting.

This textbook is intended as an instructional tool to be used by law students at
American law schools to understand the complex field of intellectual property licensing.
There are many pitfalls that confront any entity attempting to become either a licensee
or a licensor of intellectual property. A poorly drafted trademark license agreement, for
example, will be null and void in the United States if quality control provisions are not
included, and will likely result in a judicial finding of abandonment of the trademark it-
self. That is, without due care, a good faith attempt to license a trademark that was con-
sidered valuable enough to command a license royalty could result in the loss of the
trademark right in its entirety.

First, this course book provides an introduction to the business and substantive law
of intellectual property licensing. Next, the book methodically analyzes each area of
legal concern raised by most intellectual property license agreements. Students should
recognize that the subject of the book is about actually practicing intellectual property
licensing. Because this practice consists largely of the art of negotiating and drafting li-

XIiX



XX PREFACE TO THE FIRST EDITION

cense agreements, the book focuses on the license agreement as the targeted end prod-
uct. Each chapter presents the relevant substantive law and commercial practice using
cases, statutes or law review articles. The problem at the end of each chapter allows stu-
dents to engage the subject, practice skills discussed in the substantive portion of each
chapter, and actually “do” law rather than merely talk about it.

The term “intellectual property” as used herein means patents, trademarks, copy-
rights, trade secrets, and rights of publicity. For those students not familiar with one or
more of these substantive areas of the law, Chapter 2 provides an overview. We begin,
however, with a more detailed analysis of why owners of patents, trademarks, copy-
rights, trade secrets or rights of publicity should consider licensing as a business strat-

egy.
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