
Innovation is what puts the “high 
tech” in high-tech business, and is

largely what drives the world economy.
While high-tech businesses—including
optical technology companies—are busy
buying, selling and leasing high-tech
products, many of them are also acquir-
ing or transferring “leases” to the tech-
nological innovations used to make 
such products. In legal parlance, these
innovations—which may include
new manufacturing methods, applica-
tions, devices or improvements—are
called “intellectual property ” (IP),1

and the “leases” are referred to as 
“licenses.”2

Like its real-estate counterpart, IP 
has grown into a multi-billion dollar
industry. Unlike real estate, however, the
IP licensing business is rapidly moderniz-
ing and evolving to catch up with the
demands of the ever-expanding infor-
mation economy. This is particularly
true with regard to how technology is
developed and leveraged for profit.
Unfortunately, many high-tech compa-
nies’ approach to IP licensing is out-of-
step with today’s IP environment.

IP as a product 
In the old days of high-tech, products
were bought and sold, and IP was used 

to protect those products. Today, how-
ever, IP itself is bought, sold, leased,
traded and sued over, as if it were a tangi-
ble product. This transformation has led
industry leaders to realize that IP prod-
ucts must go through a process akin to
manufacturing. Just as a toaster oven is
designed for a particular purpose, manu-
factured to meet certain standards, tested
and strategically packaged and marketed,
IP products intended for licensing
require attention and effort to have real
business value.

Winners have a strategy
A company or organization’s business
plans and goals shape its IP strategy. A
good strategy should focus all parts of
a structured IP manufacturing process,
which include: invention generating and
documenting; reviewing the documented
inventions to select which ones to lever-
age through licensing; protecting the
selected inventions (e.g., via patenting);
and leveraging (e.g., licensing) the IP.

Without a well-defined strategy, the 
IP manufacturing process is usually half-
hearted and ineffective, particularly for
licensing purposes. Sophisticated IP
licensing companies understand this and
put a good deal of effort into developing
a cohesive strategy. They then use it to
balance and drive their IP manufacturing
process. Unfortunately, many companies
fall into the trap of emphasizing the 
“protecting” part of the process because
they are looking to just get patents. This 
trap is the main reason for the constant
stream of useless patents that clutter
much of IP space.

Sophisticated companies and organi-
zations balance their IP manufacturing
process to ensure that proper strategic
emphasis is given to the front-end—the
invention generation, documentation
and review steps. This approach ensures
that what is protected and leveraged at
the back end of the process has the best
chance of fulfilling its intended purpose
of being licensed.

Litigation as WMD
Litigation over IP rights is a growth
industry. The increasingly high stakes
associated with IP litigation—typically
millions of dollars—make it a lethal 
business weapon. Some companies rely
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on IP licensing for a large portion of their
revenue and need to turn to litigation to
enforce their IP rights when an alleged
infringer refuses to license their patents.

For example, Rambus, a California-
based company that designs memory
interfaces for integrated circuit devices,
relies on IP licensing for the vast majority
of its revenue. Rambus recently filed 
a patent infringement lawsuit in the
Northern District of California against
Hynix Semiconductor Inc., Nanya
Technology Corp., Inotera Memories,
Inc., and Infineon Technologies, for
infringing its patents relating to the 
double data rate 2 (DDR2) standard.
For Rambus, a licensing strategy that
emphasizes IP litigation makes sense
because IP licensing is its lifeblood.

However, many high-tech compa-
nies—particularly smaller ones—cannot
afford to find themselves anywhere near
an IP lawsuit. Besides the millions lost in
legal fees and expenses (not to mention
the possible damage awards), an IP law-
suit is an immense drain on a company’s
human resources during both the pre-
trial and trial phases.

There are two main reasons why liti-
gation concerns arise in the context of IP
licensing. The first is that having IP prod-
ucts to license should not be confused
with having a license to coin money.
Potential licensees need to be approached,
and they ultimately must be willing to
pay for the IP. In the case where a com-
pany is already believed to be infringing,
it may not be inclined to take a license—
even under favorable terms—if there is
no compelling reason to do so. So, part 
of IP licensing involves having a strategy
that addresses enforcing the IP rights
behind the license.

The second reason is that, with some
technologies, there is peaceful coexistence
in IP space, even though IP infringement
is happening at some level all around.
This is true in some parts of the semicon-
ductor manufacturing business, where
the IP space is quite crowded. Companies
seeking to initiate an IP licensing pro-
gram need to know if this equilibrium
exists in their industry sector. A wrong
move can rock the boat and turn a well-
funded IP licensing program into an
under-funded IP litigation program 
very quickly.

Create an IP portfolio
While some companies can and do
license individual patents, it is usually
more effective to create and license an 
IP portfolio that covers a given technol-
ogy. It often happens that one company
develops the core technology and patents
it, only to have other companies join 
the bandwagon and patent all around
the core.

For example, suppose KleverLens Co.
in the United States invents and patents 
a terrific new lens element that is poten-
tially useful for a host of applications.
Down the road, LaserDudes Co. (a
California company) comes along and
obtains a U.S. patent on the use of the
lens element in a particular laser to
achieve improved laser output. Then
PolishPolish Co. (an optical polishing
company based in Poland) arrives on 
the scene with a novel way of manufac-
turing the lens and patents it in the
United States.

If WeebeeLasers Co. wants to license
the patent from KleverLens for use in its
lasers, it may have to take a license from
LaserDudes and maybe even from
PolishPolish. This ongoing “patenting
around” of KleverLens’s core patent acts
as an additional tax for potential licensees
and thus diminishes the core patent 
value over time. If, on the other hand,
KleverLens were to patent not only the
core lens technology but related applica-
tions, devices and improvements (such as
alternative methods of manufacture), it
can create a portfolio whose licensing
value is sustainable over time.

KleverLens can also choose to protect
its core patent by publishing follow-on
improvement inventions, such as devices
and applications, based on the core
patent. This donates the follow-on inven-
tions to the public so that they cannot be
patented by others (in principle), while
requiring a license to the core patent to
practice the follow-on inventions.3

Adopt a team approach
Big players in the IP licensing game,
such as IBM, Hewlett-Packard, Texas
Instruments and Stanford University,
have well-organized IP licensing teams
that bring diverse talents to bear in a
united effort to maximize IP licensing

revenue. A viable licensing program
requires an investment of human and
financial resources. Just as with tangible
products, a combination of business,
technical, legal and marketing skills are
needed in order to profit from licensing
IP products.

A team approach that emphasizes the
business nature of IP rather than its legal
nature, however, is the current trend in 
IP licensing. This trend is consistent with
the emerging status of IP as a business
product rather than merely a legal instru-
ment. This trend is reflected in the recent
announcement by Hewlett-Packard
Corp. that it has changed its director
of licensing from a lawyer to a business
executive.4

The bottom line
While IP licensing is de rigueur, the way
that many high-tech companies are
going about it is old-fashioned and inef-
ficient. A managed IP-product manufac-
turing process driven by an IP strategy
and fueled by the proper resources and
commitment represents a sophisticated
approach to IP licensing that reflects
modern business realities. Companies
and organizations that seek to improve
their bottom line through IP licensing
would benefit from viewing this
endeavor as a line of business that
requires serious commitment and hard
work, rather than as a money stream 
that magically springs forth upon the
issuance of patents.

Joseph E. Gortych (jgortych@aol.com) is president
of Opticus IP, an IP law and consulting firm specializ-
ing in optics, photonics and semiconductor technol-
ogy (www.opticusip.com). He is the author of OSA’s
publication on IP, titled, “Legal Lens Anthology.”

Notes

1. The term “intellectual property” is actually more gen-
eral, and encompasses ideas, copyright, trademark,
trade secrets, inventions and patents. This article uses
this term in the more limited sense of inventions and
technology worthy of being patented or held as trade-
secrets.  

2. A license is an agreement that allows a person, com-
pany or organization to do something that they would
not otherwise be allowed to do legally. In the present
context, an “IP license” allows a party to make, use or
sell a product based on IP owned by another, in
exchange for a fee.   

3. See, for example, “IP Give-Away: The Publication of
Inventions,” OPN October 2000 (also in Legal Lens
Anthology, published by OSA).

4. See also, for example, the article by Mark Vorhees,
“Ethereal Assets,” IP Law and Business May 2004, avail-
able at www.ipww.com/texts/0604/ethereal0604.
html.     
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