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License agreements can be used to capitalize on 
intellectual property rights 
 
James Bond has a license to kill and while such 
licenses are hard to come across these days, you may 
consider an IP license, which also can be a lethal 
weapon when it comes to capitalizing on your 
intellectual rights. 
 
A license can be understood as a permission to 
conduct activities, which would not otherwise be 
legal. Thus, a license to an IP right provides a third 
party, the licensee, permission to use the IP right of 
its proprietor, the licensor. Licenses can be offered to 
both registered and unregistered rights (IPR).  
 
A license agreement is an important legal document, 
which defines the terms of a commercial relation or 
even partnership. As a proprietor of IP rights it is 
important to carefully consider who to grant a license 
and under which conditions, in order to ensure the 
best payoff of the IP rights. 
 
It is advisable to seek professional assistance, both 
for drafting license agreements and before entering a 
license agreement.  
 
Alternatives to licensing 
In one scenario, licensing can be used to capitalize on 
IP rights, which are of no commercial value to the 
patent proprietor, for example to sell patented 
products in geographical regions, where the 
proprietor has no intentions of operating. However, 
license agreement can also be employed when a 
certain technology is to be used in cooperation with a 
third party. This could be the case, where two parties 
each own technologies, which must be combined in 
order to create a commercial product.  
 
In such cases, alternative strategies to licensing could 
be mergers of the relevant parties or sale of the IP  
 

 
 
 
rights from one party to the other, e.g. in exchange 
for a free back license. However, these alternative  
strategies suffer from the disadvantage that 
ownership to the IP rights is compromised. In this 
regard, one main advantage of a license is that the 
ownership to the technology remains with the original 
party and is not transferred to the third party.  
 

 
 
The conditions of a license agreement 
Essentially, almost everything is possible, when two 
parties enter a license agreement. Thus, a license 
agreement negotiation should involve any aspect, 
which is relevant to the parties.  
 
Licenses can be exclusive or non-exclusive. An 
intermediate is a sole license, which allows the 
licensor to still utilize the licensed technology in 
parallel with the licensee. Another important issue to 
consider is whether a license agreement also includes 
the right of the licensee to grant sublicenses. 
Obviously, the licensor loses the control of who has  
the rights to his technology, when a third party 
licensee can also grant sublicenses. Therefore, it is 
crucial to consider what level of control of the  

 
Licenses can be offered to 

 
REGISTERED RIGHTS 
• Patents 
• Protection certificates 
• Utility models 
• Trademarks 
• Designs 
 
UNREGISTERED RIGHTS 
• Copyrights 
• Secret knowhow 
• Trademarks (by use) 

 



 

 
 
 
technology is needed, when determining these 
elements of a license agreement. 
 
Another fundamental element of a license agreement 
is the compensation provided by the licensee in 
exchange for the license. Usually, the licensee 
receives remuneration in the form of a licensing fee. 
Licensing fees can involve a down payment, royalty 
fees, milestone payments and a combination of those. 
The agreement may also stipulate a minimum fee to 
be paid be the licensee over a specific time. 

The economic potential of a license agreement 
depends on many factors. Of course the main factor 
is the commercial potential of the licensed 
technology. Another factor is that the remuneration 
tends to increase with the degrees of exclusivity, with 
a non-exclusive license being less attractive than an 
exclusive license or a sole license.  

In addition to licensing fees, other types of 
compensation are also possible. For example, the 
licensor may offer a cross-license to one of the 
technologies, which are of interest to the licensor. He 
may also offer knowhow and commit to develop the 
licensed technology further together with the 
licensor. 
 
Other conditions adhered to a license could be that 
the use, manufacture and/or sale of the licensed 
technology is limited geographically or restricted to 
specific markets or products. Obviously, such 
limitations may also affect the value of the license 
and consequently the licensing fees obtainable. 
 
Permission and enablement 
Licensing includes two different aspects, an enabling 
aspect and a permitting aspect. The enabling aspect  
relates to the licensing of knowhow, which enables 
the third party to practice the licensed technology,  

 
 
 
and the permitting aspect relates to licensing of a 
right to use protected technology. A license 
agreement may purely serve as a knowhow license, 
where the licensor enables a third party to use the  
technology by instructing and teaching him how to 
use the knowhow. Similarly, a license agreement may 
be a pure patent license, where the licensor grants 
the third party permission to use a patented 
technology. 
 
What happens to fee reductions to small and medium 
sized enterprises and universities? 
USA and Europe offer reductions in certain official 
fees to small and medium sized enterprises as well as 
non-profit organizations, universities and other 
public research organizations. One important 
requirement for the fee reduction is that all applicants 
of a patent application belong to one of the relevant 
groups. Thus, if one of the applicants to a patent with 
several applicants does not meet the requirements for 
the fee reduction, no reduction is allowed.  
 
While these fee reductions in Europe only apply to the 
filing and examination fees, any patent fee in USA is 
subject to a small entity fee reduction. Importantly, 
any license agreement to a patent application or a 
granted patent may also affect the entitlement to fee 
reductions. In USA, the licensing of a patented 
technology from a small entity to a large entity means 
that the entitlement to the fee reductions is lost. It is 
therefore important to consider, whether a potential 
licensee could change the rights to enjoy small entity 
status. If a small entity grants a license to a patented 
technology in USA to a large entity, it is important 
that any future fee payments are based on large 
entity status. Insufficient payments, which appear to 
be intentional or in bad faith, may, if proven in court, 
render the patent unenforceable for inequitable 
conduct. 
 
In such cases it is important to notify any patent 
agent or partner, who handles payment of patent fees 
that a license has been granted in order to ensure 
that the correct fee is paid. 
 
If you want to know more about licensing, you are 
welcome to contact us at HØIBERG A/S 
 
 

 

 
Jens Raabjerg Olesen 
Partner, European Patent 
Attorney 
 
T: +45 3332 0337 
jro@hoiberg.com 
Read more about Jens here. 
 

 
License types 

 
NON-EXCLUSIVE LICENSE 
Technology can be licensed to several different 
licensees 
 
SOLE LICENSE 
Technology is licensed to one single licensee, 
but licensor retains the right to the technology 
 
EXCLUSIVE LICENSE 
Technology is licensed to one single licensee, 
and licensor is not allowed to use the 
technology 
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