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Praise for The Inventor’s Bible

“I’ve been an inventor for over 30 years and I believe this book could have saved me much time and heartbreak had I read it when I was beginning my invention career. Please read it and take notes! It is a God send!”

—STANLEY I. MASON, INVENTOR OF GRANOLA BARS AND DISPOSABLE DIAPERS, AND HOLDER OF 55 PATENTS

“This remarkable and useful book is also a pleasure to read. David Sarnoff defined an inventor as someone who makes others wealthy. Inventors who read The Inventor’s Bible and follow its step-by-step instructions can now more easily reap the rewards of their own ingenuity. Mr. Docie has covered virtually every facet of invention: securing proprietary rights, patents, licensing, and production. A must for inventors.”

—HUGH DOWNS, NETWORK NEWS ANCHOR

“Inventors should add The Inventor’s Bible to their bookshelves immediately, but be certain to keep it within easy reach. This book is a powerful compilation of useful advice from one who’s already been down the rocky road to invention commercialization. Ron Docie has a lot of experience to share, and he does so in an organized fashion.”

—DON KELLY, FORMER DIRECTOR, U.S. PATENT AND TRADEMARK OFFICE

“The Inventor’s Bible is an excellent collection of practical information useful to all inventors, based on the author’s personal, extensive experience. The text is not presented from a legal viewpoint but rather follows essentially a business and financial path, which an inventor who hopes to be financially successful should consider.”

—DON BANNER, FORMER COMMISSIONER OF PATENTS AND TRADEMARKS

“Docie presents a refreshingly frank approach to invention development, protection, and marketing. His advice on ‘tiered risk’ alone may save inventors—both neophytes and seasoned—thousands of dollars as well as invaluable time. His book is a must for the desk of every serious inventor.”

—JACK LANDER, VP, YANKEE INVENTION EXPOSITION AND FORMER PRESIDENT, UNITED INVENTORS ASSOCIATION

“Rarely does a book come along that provides an accurate and thorough explanation of the invention process. The real life stories and quotes not only provide for interesting reading, but also adequately warn inventors of potential pitfalls commonly encountered. I unconditionally recommend The Inventor’s Bible to all inventors and businesses.”

—MICHAEL S. NEUSTEL, PATENT ATTORNEY AND DIRECTOR, NATIONAL INVENTOR FRAUD CENTER

“I can recommend The Inventor’s Bible without reservation as a most valuable resource for the independent inventor who is looking to develop and bring an invention to market. The Inventor’s Bible clearly reflects in-depth and long-time experience in the field of invention development and marketing. It is well written, very readable, and quite thorough in describing what needs to be done by the independent inventor…to successfully get an invention into the marketplace. The ‘how-to’ aspects of The Inventor’s Bible are extraordinarily detailed.”

—GEORGE LEWETT, FORMER DIRECTOR OF TECHNOLOGY EVALUATION AND ASSESSMENT, U.S. DEPARTMENT OF COMMERCE

“The Inventor’s Bible takes readers from Genesis through Revelation in the convoluted world of inventing. This is the book that every inventor needs to read. Ron’s been there and done that, and now he shares his expertise. Before spending a dime on patents or services, get this book.”

—ED SOBEY, PH.D., PRESIDENT, NORTHWEST INVENTION CENTER

“Ron has outdone himself! In my opinion The Inventor’s Bible can be considered the good book for inventors. What you have here is an excellent guide with rock-solid information that will definitely steer inventors on the right course. But it’s also intertwined with Ron’s personal experiences, which will help inventors be more realistic. Whether you’re thinking of inventing or are already a professional in the inventing field, Ron’s book is easy to read and he covers a lot of territory very well. Chock full of information, tips, words of wisdom, and resources, The Inventor’s Bible will teach, prod, and motivate readers.”

—STEPHEN PAUL GNASS, FOUNDER, INVENTION CONVENTION® TRADE SHOW AND PRESIDENT, NATIONAL CONGRESS OF INVENTOR ORGANIZATIONS
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DISCLAIMER

The author is not an attorney, nor registered to practice in the U.S. Patent and Trademark Office, and it is not expressed or implied that the author or Docie Development, LLC, is offering legal advice in this book. The author, acting in association with Docie Development, LLC, dba Docie Marketing, refers to legal issues, the law, patenting, and U.S. Patent and Trademark Office procedures only as a point of reference to help readers better understand how legal issues may affect the marketing aspect of invention commercialization. The laws and procedures referred to in this book may change, and various courts may interpret the law differently. Therefore, the author highly recommends that the reader should seek the assistance of registered attorneys regarding legal issues, the law, and patent procedures.

Neither the author nor the publisher endorse or condone the use of any of the resources listed in this book—these references are merely provided as potential sources of useful information and material. The author is neither responsible for the content of these external resources nor for the consequences that may result from readers’ interactions therewith. It is the reader’s responsibility to research and confirm the legitimacy and relevance of any resources he or she decides to contact. Also note that some of the resources’ contact details and information may have changed since the time of publication.
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Foreword

When inventors dream up their first invention, they are usually very secretive about it for fear that someone else will steal it, patent it, and become wealthy. After the third or fourth invention, they sadly realize the problem is not that someone will steal the invention, but that no one really cares about it. The world has gotten along quite well without their inventions, and they’re met with the attitude of “who needs it?”

The introduction of virtually every invention has been met with this same attitude—from the electric light bulb to inside plumbing. More often than not, inventors and discoverers die before their works are recognized and put to use. It has been said that if a man builds a better mousetrap the world will beat a path to his door. Unfortunately, it may be the door to his mausoleum rather than his laboratory

In The Experts Speak by Christopher Cerf and Victor Navasky, it is interesting to find that most important inventions were at first ridiculed by contemporary scientists. Nearly all of the things we have become accustomed to were summarily put down by the very cream of the scientific community—luminaries such as H. G. Wells, William Pickering, Lord Kelvin, Thomas Edison, and Antoine Lavoisier were willing to dismiss as useless or unworkable such things as electric lights, rockets, airplanes, telephones, and radio transmission. We should consider this when we blindly accept the word of experts who have no better track record in prediction than you or me.

Possibly the most astonishing negative prediction was made after a demonstration of the phonograph. The phonograph would be of no commercial value, revealed Thomas Edison, the phonograph’s inventor. The only use Edison could think of for the phonograph was the recording of wills, completely overlooking the potential for the multibillion-dollar entertainment industry. (Ironically, there is no evidence that the phonograph was ever used to record wills.)

David Sarnoff once defined an inventor as someone who makes others wealthy. This may be a bit cynical, but more often than not, it is also true. Fortunately, inventors and discoverers are driven by motives other than purely financial ones, although monetary reward would be welcomed by all of them.

In addition to demystifying the complex process of commercializing an invention, The Inventor’s Bible will help channel a greater portion of the earned money to the inventor, where it belongs. With the help of experienced individuals like Ronald Docie, the path to success, while not guaranteed, is clearer than it’s ever been. In the end we are all inventors to a greater or lesser extent. Our dreams will become the next great inventions, those inventions will be refined again and again, and we’ll continue to create wondrous things we don’t even know to wish for yet.



—J. W. DOWNS

JUNE, 2001









INTRODUCTION
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IT’S NOT THE WILL TO WIN, BUT THE WILL TO PREPARE TO WIN THAT MAKES THE DIFFERENCE.

—Bear Bryant



When it comes right down to it, profiting from inventions can be quite simple. All you have to do is determine who wants your invention and find out what companies will develop it into a product, approach these companies and establish a mutually satisfactory value and compensation basis for your invention, and finally sip margaritas on the tropical island of your choice. Okay, that last bit is probably somewhat unrealistic, though there are a few who have accomplished such feats.

Really, though, the process of commercializing your invention and receiving royalties does not have to be complicated. Mostly, it involves good, old-fashioned common sense; a realistic, methodical approach; the ability to communicate effectively with others; and plenty of hard work and perseverance.

This book will help you focus your common sense and develop a realistic, workable plan for commercializing your invention. It will show you how effective communication with a network of industry contacts will help you research your market, target potential business partners, and strike a good deal for your inventions. You’ll have to supply the hard work and perseverance, but as an inventor, you already know all about those.

Ultimately society benefits from good inventions. Though new inventions are not necessary for existence, some inventions make life on the planet better for people and for the environment. The planet’s population is not getting any smaller, and population growth alone will create new challenges and problems in the years to come, necessitating new solutions. This gives inventors a sort of open season for the foreseeable future.

Inventions can only provide a benefit if they come into commercial use. The Inventor’s Bible will help you convey your valuable knowledge and developments to others so society can benefit and you can gain fair and just remuneration for your ideas.

The Climate for Independent Inventors

Forty years ago, many corporations had substantial research and development budgets, and the NIH (Not Invented Here) syndrome was prevalent throughout the country, for that matter throughout the world. The NIH syndrome is characterized by the arrogant belief that no one can improve on the company’s own research and development efforts; therefore, companies turned away outside inventors. If it was “not invented here,” they didn’t want it.

In the 1970s corporations became very competitive, and budgets for research and development were among the first to be slashed. As a result, in the 1980s corporations were starving for new products and technologies. There were corporate buyouts; when a company was losing ground in its market, it often bought out a division of another company that had compensatory sales velocity. Corporations also started to show some interest in inventions from outside sources.

In the 1990s and now, invention licensing is at an all-time high. Licensing is in vogue. Corporations have departments for licensing in and licensing out. Many large corporations are now offering disclosure agreements and welcoming submissions from outside inventors.

One of the biggest turn-offs for companies is being approached by uninformed inventors with unrealistic expectations. Inventors often submit inventions without doing their homework; they are notorious for submitting inventions to the wrong type of companies. This wastes everyone’s time. I will tell you how to identify and communicate with companies in the appropriate industries to help you ascertain: whether there is a market for your invention, what the perceived value is for your invention in the marketplace, which of those companies may be appropriate to commercialize your invention, and how to structure the best deal to maximize your potential profits.

Why Did I Write This Book?

There is a great deal of information available on the subject of patenting and negotiations. However, detailed information about how to get from product development to finding manufacturers and licensees is largely missing. There is also a general lack of information for inventors on some of their most vital concerns: What is my invention worth? What steps should I take first? Is free government help available? Who can I trust, and how can I keep from getting ripped off?

When I invented my own safety product for automobiles at the ripe age of twenty-one, I had all the same concerns. I proceeded down an arduous path, asking others, “What do you do when you think up an invention?” Within three years, I was capitalized, and the product was on the market. My success brought me into contact with other inventors who sought assistance, so I began Docie Marketing, an organization dedicated to helping independent inventors make it down the rocky road of invention development. I now have twenty-five years of experience as a successful inventor and invention development consultant and can provide a first-hand account of the licensing process to even greater numbers of inventors with this book than I can in my business.

What Is in This Book?

The Inventor’s Bible is a primer for beginners and a detailed overview for experienced inventors and entrepreneurs. It is an in-depth how- to manual on the commercialization process: how to research the market for your invention, how to find manufacturers and potential licensees, how to develop a licensing and commercialization strategy, how to identify risks, how to effect commercialization on a low budget, and how to select professionals to help you.

This book explains how to generate money from your invention through licensing. If you want to start a business or commercialize your invention on your own, this book will show you how to develop a realistic market projection, learn the competitive conditions in your industry, identify market and financial risks, and assess other factors important to an inventor or entrepreneur.

As I know from experience, it can be hard for inventors to make the leap from drafting table to marketplace. Chapter 1 is a reality check to help you start looking at your invention in the light of its marketability and its licensability—two things that unfortunately have little to do with whether an invention works or is a fresh idea. This chapter also considers the pros and cons of starting your own invention-based business versus licensing your invention to a manufacturer.

Chapter 2 deals with patent strategy, challenging the notion that applying for a patent is always the first thing an inventor must do before starting the marketing process. Chapter 3 cracks the commercialization code, showing you how to find people in your trade who can provide you with help in the commercialization process. The techniques in this chapter and the next three are at the heart of what I do as an invention development professional.

Chapters 4, 5, and 6 teach you how to target companies that can make and distribute your invention. As you zero in on these companies, these chapters will guide you through protecting your rights, understanding a company’s perspectives, and getting the best possible deal or deals for your invention. Chapter 7 advises you on finding professionals who can help you manage the process.

Throughout this book, numerous sidebars highlight tips and tidbits of information that will help round out your perspective on this process, and provide insider strategies and techniques that may come in handy. I offer insight gleaned from my years in the profession in sidebars marked with this symbol [image: ]. Sidebars that contain a strategy or technique have this icon next to them [image: ]. Three case studies are threaded throughout the book, with a segment following the Introduction and each chapter. These real-life examples provide interesting stories of life in the commercialization trenches and teach lessons about both successes and failures.

The end of the book is chock full of information and resources. The appendices include a list of invention evaluation criteria, a sample confidential disclosure agreement, a risk/reward ratio test, a quick-reference flow chart of the invention commercialization process, an inventor’s questionnaire, information about patents and patenting, and a helpful glossary of terms. The extensive inventor-oriented resources section lists free government programs, sources of grant money, useful websites, comprehensive databases, inventor’s organizations, relevant publications, conferences, and much more.

The Meaning of Success

What determines whether an invention will be a success or failure? Achieving success is like climbing a ladder. One step is finding and contracting with the manufacturers that will produce your invention. The next successful level is to have your invention distributed to the marketplace. Another step may be to actually receive royalties for your invention. Yet another step may be to receive more money for your invention than what you paid out. Ultimately, inventors would like to see their invention put in the hands of all those people who could use it. I hope The Inventor’s Bible helps you climb to the top of your ladder.


ANALOGOUS TERMS

Many terms are used synonymously in this book. For the subtle nuances of these terms, please refer to the Glossary.

The following terms broadly refer to your invention:


intellectual property

proprietary property

proprietary technology

proprietary rights

intellectual rights

innovation

prototype

new product

trade secret

know-how

technology

working model






The rights to your invention may be in the form of a/an:


patent

design patent

utility patent

letters patent

trademark

trade dress

trade secret

copyright






The process of attempting to get a patent issued:


applying for a patent

patent pending

patent application

patent prosecution

prosecuting a patent

provisional application






A lawyer is also known as an/a:


attorney

patent attorney

legal counsel

counsel

patent practioner






To exploit your invention in business, you may:


commercialize

market

license

sell

assign

transfer technology

monetize






A knowledgeable person with experience in your industry is a/an:


company executive

industry executive

key decision maker

key player

key person

key executive






Your industry or product field is the:


industry

market

marketplace

trade

field






And finally, manufacturers and licensees are sometimes generically referred to as companies.




CASE STUDY

An Automotive Accessory (Part 1)

The first invention I ever commercialized was my own. It was a blind spot, stick-on mirror for vehicles. Unlike round fish-eye mirrors that have been available for exterior rearview mirrors since 1963, my invention incorporates a wedge-angle into the base of the mirror housing. The illustration on this page is from a patent drawing.
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The wedge-angle in my invention reduces the blind spot by 50 percent. Because of its rectangular design, my Docie wedge mirror takes up little space on your existing rearview mirror. Your existing rearview mirror is more functional than with other stick-on mirrors on the market.

The Docie wedge mirror was conceived in the fall of 1976 when I was driving a hearse in Columbus, Ohio. A car snuck into my blind spot when I was about to change lanes. I had to swerve to miss it and, after doing so, looked into my mirror and thought, “There ought to be an extra piece of glass wedged into the corner of this mirror so you can see a car in that blind spot.” My next thought was, “Why don’t I invent a mirror for that?”

I had no experience with inventions, so I asked a co-worker and a relative what I should do. The relative said to get a patent, and the co-worker suggested that I talk with the president of an innovative manufacturing company he knew.

I considered both pieces of advice, but first talked with a local patent attorney. He said that it would be hard to get a patent because other mirrors on the market were too similar to my invention. If an invention is too similar to other things already in existence, your patent application will be rejected because it is considered “obvious” to design such a small improvement.

The patent attorney did inform me of the price to apply for a patent and said he would do that for me. He suggested that before talking with anyone else about the exact nature or secrets of my invention, I should have them sign a confidential disclosure agreement. He gave me a sample to use so I could customize one for myself.

With the disclosure agreement in hand, I proceeded to the president of the innovative manufacturing company. He was inventor friendly and had licensed other outside inventions before. He signed my disclosure agreement. We talked about the trials and tribulations of developing inventions, and at the end of the conversation, he signed a receipt that indicated the exact nature of the invention we talked about. He referred me to the president of an auto parts company, who went through the same procedure with me and in turn referred me to a designer who did the same thing. The designer ultimately produced drawings of the invention for me at no charge. These proved quite useful in helping to illustrate my invention and in getting quotes on the cost of production.

In four or five months, I had about a dozen signed disclosure agreements and had obtained enough information to be totally confused about what to do next. I could not afford the total cost of patenting, nor could I afford the high cost of tooling to produce the invention myself. Questions arose such as, “Should I raise money to try to manufacture it myself?” or “Should I find a company that will foot the expenses and pay me a royalty?” or “Is there some in-between ground or combination of the above?” I did approach some blind-spot mirror manufacturers; however, none of them expressed any interest in putting up enough money to get the project started.

I decided to publicly disclose the Docie wedge mirror at an inventor’s workshop and show and spent a few hundred dollars filing a patent application. With the help of an inventor-friendly lens manufacturer, I developed my first decent prototype. The show went well, I thought. My invention received an enthusiastic response, and I met Alex, a successful entrepreneur and speaker at one of the workshops who became my business partner.

Alex and I contemplated whether it would be better to manufacture and market my invention ourselves or to license it to a company that would pay royalties. We also considered importing the product from Taiwan and reselling it in the United States. Although there was no guarantee that a patent would ever be issued, we proceeded under the assumption that it would be.

Regardless of which route we decided to take, some money would be necessary for developing, testing, and test marketing. Alex agreed to pay up to $25,000 for the development of both the product and test marketing; in return I offered him one-half undivided interest in any rights, such as patent rights and trademarks, that might result from my invention.

It became apparent that no manufacturer wanted to dive into this project at the time. The cost of tooling would be high, and although the invention was an improvement over existing products, it would not net much more money because it was replacing an existing product. In fact, my invention would have to be priced higher. Several manufacturers noted that there was no demand for the product. This is understandable since with a new invention, no one knows to ask for it. Most of these companies produce hundreds, if not thousands, of different types of automotive accessories. To consider a major investment in a product that would sell for $1 to $2, a company wants significant assurances that there will be sales.

Having my invention manufactured in Taiwan and shipped to the United States would be cheaper, but it would take at least six months to get the initial units into the country. Just to get samples for test marketing, we would have to incur the cost of tooling the molds for the mirror’s housing and its convex surface. In Taiwan the molds were much cheaper than here, but we would have to order several thousand units. If we wanted to change the design after our initial test market, we would be stuck with thousands of units that were no good.

With all of these dilemmas, we decided that we needed to test the market to determine consumer acceptance for the product and have temporary molds made to get an accurate market indication from potential consumers. We ended up paying somewhere in the neighborhood of $5,000 for our initial test molds.

Our test marketing at a local department store went well, and we were encouraged to design packaging and proceed with permanent molds. We procured orders for a few thousand mirrors from local auto parts stores and regional warehouses. We even swung a manufacturing and distribution deal with a Canadian automotive accessory manufacturer that covered the cost of our permanent molds and allowed us to offer the product in the United States at a reduced cost because of currency differences in our favor.

With polished, finished products, we obtained national distribution in Canada, where the competition was less and the mirror’s improvements were embraced with greater enthusiasm. This positive reception eventually spread to the United States as well.

Subsequently, we negotiated a deal with Rubber Queen, a major U.S. manufacturer and marketer of auto accessories, and before we knew it the molds were being moved from Toronto to Jackson, Ohio. Rubber Queen did a great job of producing promotional material, a full-color package, and a full range of four different mirror sizes to fit small cars, large cars, pickup trucks, vans, and large trucks. The shape and proportion of the mirrors remained the same; only the size changed. We had extensive sales of the Docie wedge mirror in Canada, Great Britain, and, to a lesser extent, in the United States. Next, the one-two punch.

This is the end of the first segment of the wedge mirror story. As you will read in the ensuing chapters, this invention project took some unpredictable twists.

To be continued in chapter 2…

    
    
        [image: ]

        HINDSIGHT LESSONS

        My first big hurdle was my own lack of knowledge and experience. Had I not been willing to learn from and accept the advice of others who had much more experience than I did, this project would never have been successful. I utilized the assistance of professionals, starting with patent attorneys. I learned how to communicate with others without revealing trade secrets.

        Another hurdle was to promote a product that no one seemed to want. Let’s face it, if your invention is truly unique and novel, people don’t know that they want it because they don’t even know it exists. Therefore, the manufacturers to which you want to sell your invention won’t have seen any market demand for your invention.

        If you cannot find a company that is willing to take a risk on your invention, your only alternative may be to develop it yourself. Many companies are started to promote an individual invention. I did this until I was finally able to license my product to larger companies after proving that there was a market demand for it. If you have the talent and resources, you can do this on your own; otherwise, you will need to enlist the help of an entrepreneur.

    





CHAPTER ONE

COMMERCIALIZATION 101

Moving from the Drafting Table to the Store Shelf

[image: Plough by Stephen McCormick (U.S. Patent No. 4325X), Fauquier County, Virginia, 1826.]



IF YOU TOOK AWAY EVERYTHING IN THE WORLD THAT HAD TO BE INVENTED, THERE’D BE NOTHING LEFT EXCEPT A LOT OF PEOPLE GETTING RAINED ON.

—Tom Stoppard



This chapter contains some basic truths about commercializing your invention. It can take some serious mental adjustment—and a whole new set of skills—to get an invention from the drawing board to the marketplace. Right now, no one values your invention as much as you do. And you may learn that your estimation of its value is unrealistic. Your first and most important task in the commercialization process is to discover your invention’s true value and its perceived value in the marketplace (these may be two different things). Let me explain.

The Dilemma of Perceived Value

Value is in the eye of the beholder. When inventors ask me whether I think their invention has value, I can unequivocally answer yes, because at the very least the invention has value to one person—the inventor. The question isn’t whether an invention has value. The questions are: how many other people perceive the value of the invention, who are they, where are they, who could supply it to them, and how much will they pay for it?

A good example of the dilemma of perceived value is the seat belt. When seat belts were introduced to the marketplace, they failed miserably. Few people voluntarily purchased them. In fact, there is an adage in the automotive industry, which holds true in other industries, that “safety does not sell.” Seat belts did not come of age until the federal government mandated their installation. I seriously doubt that the inventor ever received a royalty, considering the time it took to get acceptance in the market. The inventor saw the true value of the seat belt when he invented it; however, the general public did not perceive that value at that time.


Be realistic about the demand for your invention.



Some of the things that could benefit humankind the most are not accepted even when they are free. For example, it doesn’t cost much to exercise more, watch our diet, and take steps to reduce stress. We know these actions could help us extend our life span and improve our quality of life, yet how many of us are as prudent as we could be about implementing them? Bear this in mind when you have developed an invention that you know will help people. The customer may not perceive any value in your invention. Most inventors face this problem of perceived value.

YOU CAN’T CONTROL MARKET DEMAND

When you market your invention to the masses, you are at the mercy of their whims. Even large companies such as Proctor and Gamble and General Electric, with their massive advertising budgets, cannot ram products down consumers’ throats. When General Electric originally introduced its line of energy-efficient appliances years ago, they met with failure. The appliances benefitted the environment and provided real value to consumers; they could pay for themselves in savings. The consumers, however, were not willing to pay 10 percent more up front to receive a 50 percent savings over a three-year period.

HABITS ARE HARD TO CHANGE

Most inventions today are nonessential. The vast majority of new inventions do not address people’s basic needs for food, shelter, or clothing. Most are improvements to technology that we lived without seventy years ago. Not only is your invention probably nonessential, it may require users or manufacturers and distributors to change their habits.

Most inventions also necessitate a change, and people tend to resist change—especially nonessential change. The marketing staff is going to have to peddle another product, the retailers are going to have to put another product on the shelf, and the consumer is going to be faced with yet another buying decision.

To convince all of these people to go to such a bother, an invention must show that it leads to significant enough savings or a significant enough improvement to warrant the change. Sometimes a 10 percent improvement is not enough.

Sometimes a 30 percent improvement is required to change the modus operandi. Your invention may save 10 percent of the energy used in the United States, which can considerably reduce our dependence on a nonrenewable energy source. However, individual consumers may not be willing to change their way of doing things unless it offers at least a 20 percent improvement.

Is the Clock Ticking?

Inventors tend to work in a vacuum. It is not uncommon for inventors to come to me with patents issued five or ten years ago. My first question is, “What have you been doing for the last decade?”


Choose the path that requires the least resources and will take the least amount of time.



When it comes to profiting from your intellectual property, the clock is ticking. The more you delay, the greater the chance that someone else will develop a similar or superior invention. There are also time constraints in the patenting process. Timing is a very important aspect of invention development. Being first and fastest doesn’t always work; many inventors have developed revolutionary concepts only to die paupers—and then their invention makes it into the mainstream years later. However, for most inventors, a sense of some urgency is important. You should keep your project moving forward as best you can (until your research suggests otherwise), either by following the steps in this book or by hiring someone to do it for you.

Prototype, Patent, or Market: Which to Do First?

A dilemma facing many inventors is what to do first: make a prototype, apply for a patent, or determine the marketability of their inventions. Generally, the best answer is to do whichever one requires the least resources and can be done in the least amount of time.

For example, if you have a very complicated and capital-intensive invention, such as a hybrid engine that requires expensive, exotic alloys, you may be faced with a cost of $200,000 just to produce the prototype. The patent may cost you $3,000 initially, and the time and effort to do the market research could cost $2,000. You can make your decision based on a tiered risk: spend no more time and money than it takes to determine that your invention is not worth pursuing further. Most inventions never become commercially viable, for any number of reasons beyond the inventor’s control. If you determine your market feasibility first and find that there is little chance of your invention being accepted in the marketplace, then don’t go to the expense of patenting or prototyping.

Or perhaps your invention is very simple and can be prototyped with off-the-shelf material found in a hardware store and produced in your garage within a week. Your initial industry research (which I’ll talk about later in the book) may indicate that the market is highly dependent on consumer preference and dependent on packaging, so your product may require some test marketing to see whether it will work at the retail level. Producing the product and having it packaged and test marketed may be a fairly expensive proposition, requiring a budget of $30,000 or more to do it properly. In this case, you might make a prototype and do a patent search. After the patent search submit a patent application and then either proceed with test marketing yourself or try to interest potential licensees in bearing the costs of test marketing.


[image: ] WORDS OF WISDOM

You may find that you must make a substantial investment and actually manufacture an invention to prove its commercial viability and to interest potential licensees. In this case, keep careful track of your expenses and constantly weigh these expenses against any potential royalty The higher your investment, the more important good market research is. You may even decide it’s worth your while to hire marketing and investment development professionals. You may eventually use your expenses as deductions against income from your invention—so save your receipts. (More about that in Chapter 7.)



Research Your Industry: The Real First Step

Developing a prototype, applying for a patent, or doing market research does not always cost a lot of time and money. Each case is unique. Eventually you will need to learn more about your industry and the factors that will affect the commercialization of your invention. Get to know your industry by exploring its distribution channels and interviewing key people at every level.

HELP IS YOURS FOR THE ASKING

As long as you rely on others to help you commercialize your inventions, you are at the mercy of those factors that influence them. This reality is probably the hardest lesson for inventors to appreciate. But working with others is not all bad—not by a long shot. Perceived value, market demand, and consumer habits are somewhat predictable. Manufacturers have direct experience in dealing with these challenging factors. You don’t have to reinvent the wheel in your quest to commercialize your invention. Your industry is full of knowledgeable people who can help you—often for free.

I firmly believe that if the hundreds of inventors who have approached me over the past quarter century had simply broadcast to the world that they had an invention and asked whatever company wanted the product to voluntarily pay them a fair compensation, then as a whole, that group of inventors would be further ahead and richer. What usually happens is that inventors are overly paranoid, worrying about sharing information and dwelling on areas of development that are inappropriate. Consequently, their inventions never see the light of day.

Don’t get me wrong—I believe it is extremely important for inventors to protect their intellectual property. There is a law of diminishing returns, however. At some point you need to trust others, particularly experts in the field of invention commercialization, to help you. The trick is to share information on a need-to-know basis and with no more people than necessary to get the job done. The Inventor’s Bible will show you how to be selective and share information prudently.

Interviewing key industry members uncovers valuable information. Through the interview process, I discovered over time that three out of four of my clients’ inventions were not worth pursuing further. I once represented a person who invested over $50,000 to patent and start limited production of his invention. He then hired me to find a licensee at a national trade show. Within two hours at the trade show, after talking with just five key members of the industry, I learned that there was an obscure federal law that prohibited the use of his invention. I later verified this through legal counsel. Obviously it would have paid this inventor to have done some industry research before spending $50,000! If these laws were expected to change during the life of a patent, however, it may have been worthwhile to pursue the patent rights. This was another factor to be weighed in this situation.

KEY DECISION MAKERS

Industry experts can help you with your projects. One of the least understood and most underutilized resources is people in your industry or trade. If you talk to the right person, you can learn vital information about the market, manufacturing processes and costs, market risks, and sales potential; determine the value of your invention; and obtain referrals to other key people who can tell you more. One of your contacts may even become your champion—someone within a company who is looking out for your best interests and can help guide your invention to a successful commercialization. I call these people “key decision makers.”


EVALUATION CRITERIA

Inventors generally aren’t aware of all the factors that go into commercializing an invention. Jerry Udell, Ph.D., of Southwest Missouri University, developed thirty-three criteria for evaluating the commercialization potential of inventions. These criteria have been broadly accepted as state of the art for evaluating inventions. The most recent version of these criteria (there are forty-one now) is found in Appendix C. The list is exhaustive and informative—and can be a little sobering.



When key decision makers in companies provide you with a critical evaluation of your invention, the response will lean in one of three different ways. Either it is favorable and they want to proceed with you, it is not favorable and they do not recommend proceeding, or the basis of your invention is sound but it needs more market research or specific changes to make it acceptable. If they have a keen interest in your innovation, they may be willing to proceed with the prototyping, patenting, and market feasibility assessment at no cost to you.

Who are these key people, and how does one go about finding them? As a rule, they are people with years of experience in their field who hold positions of substantial authority. They include presidents and owners of companies; vice presidents of marketing, sales, or engineering; general managers; and in the case of distributors and retailers, managers and buyers. They have closely followed trends and activities in their trade, attend their national and regional trade shows, and can anticipate changing market conditions. Their advice can be invaluable. The following chapters outline steps you can take to make all the right connections in your industry and utilize these key people effectively.


Learn to trust others—prudently.



Is Licensing Your Invention the Way to Go?

Selling an invention is similar to selling a house. When you sell your house, you transfer your title, and someone else is in charge of and liable for the house from that point on. When you sell your invention, the scenario is the same except it is called assigning rather than selling. You, the inventor, would be the assignor, and the person receiving the title or ownership of your patent would be the assignee.

Instead of selling, you may choose to lease your house. In this case you retain the title to your house and give someone permission to use it for a limited period of time. In consideration for this, they will pay you on a regular basis. The terms of this lease are entirely up to you and the person leasing your house to negotiate within the boundaries of the law. With inventions and other intellectual property, we use the term license instead of lease.

You have likely heard the term license used in various contexts. The most common license, a driver’s license, gives you permission to drive a car on public streets in exchange for agreeing to certain terms and conditions. Another form of licensing is practiced in the promotional and merchandising industry. Here, images of Big Bird may be placed on tennis shoes, and Big Bird gets a worm for each tennis shoe sold. This, of course, is contingent on Big Bird’s good behavior and positive public exposure.

Licensing an invention is similar in practice. You are offering a manufacturer, for example, the right to manufacture and sell your invention for a period of time, and in consideration for this they will pay you on a quarterly basis. You are the licensor, and the manufacturer is the licensee. It is up to the parties to negotiate the terms of the license within the boundaries of antitrust laws and other regulations that would affect licenses and similar business arrangements.

SHOULD I SELL OR LICENSE?

You will generally have a better chance of licensing your invention than assigning (selling) your rights for two reasons. First, it is hard to ascertain what the eventual value of an invention will be. This almost invariably results in a win/lose situation. If the value is estimated high, the inventor wins and the assignee company loses. On the other hand, if the estimates are low, the inventor loses out.

Second, companies do not like to pay cash up front unless they absolutely have to or unless they are flush with cash and want to control the entire development process. Generally when a company makes a commitment to manufacture and promote an invention, it is already anticipating a substantial financial commitment for tooling, manufacturing setup, engineering expense, advance purchase of raw materials, marketing, and promotional expense. Paying you cash in addition to these expenses increases the burden on the company and depletes resources it could otherwise use to promote your invention. Licensing is a way for the company to conserve cash flow and expenses.

Licensing has its own advantages. When you assign (sell) your invention, you normally lose control of it. Although you may have cash in hand from the sale of your invention, the company has the prerogative to ditch your technology and simply sit on it unless you’ve made other arrangements, such as a clause in the contract that states it reverts to you if the company doesn’t produce it. It may be as important to you to see your invention commercialized as it is to receive cash from it. Having an invention commercialized can give you a substantial head start in attracting interest in additional inventions. This may eventually be worth more than the initial cash you would have received from your first commercialized invention.

The key advantage of assigning your intellectual property rights (patent) to someone else is that you get cash in hand sooner than if you go the licensing path. Some inventors, who believe their invention is “the next best thing” and worth $10 million, will turn down a smaller offer to hold out for more money. Because of the risks inherent in licensing any invention, even “the next best thing,” the inventor may ultimately end up with nothing. As you will read in the upcoming chapters, patents are vulnerable and the risks of commercialization are high, even under the best conditions. So if a company offers you a good amount of cash, think twice before thumbing your nose at it.


The guy who invented the first wheel was an idiot. The guy who invented the other three, he was a genius.

—SID CAESAR



SHOULD I GO IT ALONE?

Now let’s look at the pros and cons of licensing versus starting your own company.

There are numerous variables at play during the commercialization of a technology, including the company, the management, the technology, and the marketing team. The more variables you introduce, the greater your risk of failure. If you start a new company with a new product, your chance of success is much less than with an existing company that is already established in the field with experience and knowledge in a similar product line. For example, 3M is an experienced company noted for its marketing savvy and its ability to commercialize new inventions. Yet the rumor is that seven out of ten new 3M products fail. With all its resources, its success rate is only 30 percent.

Because of the startup risks, it is important to seriously investigate the distinct advantages of having your invention introduced by an existing company with experience in your field. The company can effectively promote your invention. A skilled sales force can go straight to the clients you hope will buy your invention. This can greatly reduce the amount of time it takes to introduce your invention to the marketplace. What you lose in control when you license can be gained tenfold from a timing standpoint.

Licensing provides another strong advantage when it is time to sell your manufactured invention to customers. Manufacturers that introduce a single invention or a small product line often have a very hard time selling to large accounts. Large retail outlets prefer to deal with companies where they can do one-stop shopping. Buyers (or purchasing agents) for the big outlets want to reduce the number of bills they get and the number of vendors they see each week. It is particularly challenging for a startup company to introduce a new invention.


Don’t dive in unless you know the water’s depth.



Few products have an unlimited life cycle. In time, your invention may be replaced by new technology. What will your company sell then? Most single-item companies that are still around after five years have introduced new products and expanded their product line. Companies need new products to survive. Several clients have asked me for help in licensing their invention after they have already sold a few thousand units. After a year or two, they had discovered the headaches associated with starting a one-item company. They came to recognize the efficiencies of having their invention championed by a larger, established company.

On the other hand, starting your own company may be the only way to go—if only to eventually attract a licensee. If you have attempted the assignment or licensing route and no manufacturer is interested in your invention at its current stage of development, you may need to do a small test market (which I’ll discuss in Chapter 3) and a limited production run to prove your invention has sales potential.

Even if you choose to manufacture your invention yourself, the information found in the following chapters will greatly enhance your efforts. Collecting the market research you need to identify potential licensees provides the same information you need to write the marketing section of your business plan. As you assemble your research, you may find yourself on the cutting edge of your industry. You may ultimately have newer information than some of the key industry players you befriend. When you have up-to-date information to bring to the table, you will hold an executive’s interest, which is important to getting an entrepreneurial effort started.

Marketability versus Licensability

Marketability refers to how well your invention is received by the market (or consumers), regardless of who sells it. Your invention may have a high potential for gross sales. However, if you don’t have a good patent position, you may not make any profit from it, or another company could design around you.

Licensability refers to what your intellectual property rights are worth to a manufacturer (or licensee). You may have a solid patent and get a great licensing deal, but this doesn’t guarantee that consumers will buy it.

To profit from licensing your invention, it must be both marketable and licensable. A substantial focus of this book is on helping you determine both the marketability and licensability, and to avoid confusing the two.

IS IT MARKETABLE?

The first basic question to answer is whether your invention/product is marketable. Here are some of the things I look for in a marketable invention:


• How is your invention better than what’s on the market? Is it less expensive; does it have more options; is it more efficient, longer lasting, easier to use? And how much so?

• How crowded is the market for items like yours? Is your product sufficiently different to warrant taking up shelf space in a store?

• How easy is it to accept your product? Will it require a radical change or a long learning curve? Does it align with accepted engineering principles? Is it in a product area that typically accepts changes or improvements?

• Is the market large enough to support the amount of anticipated investment for development and promotion of your product?

• Is market timing sensitive? Is this the right window of opportunity? Will your product’s life cycle (its longevity in the market) be adequate to pique the interest of distributors? In other words, is it a short fad or a longer trend?

• Can your product be reasonably produced in an acceptable price range?

• Are there other known attempts to market similar items that have met with success or failure?



IS IT LICENSABLE?

What makes an invention licensable? Your intellectual property position can be a major factor in this regard. Even though your invention may be very marketable, manufacturers will be less likely to license your invention when their competitors can easily circumvent your patent. Here are some of the top factors that affect licensability:


• What is the scope of proprietary protection for your product, and what is its relative importance in this product area?

• Which companies control this market, and what is their predisposition to embracing outside inventions?

• Are there companies in this market that are capable of doing the necessary development for your product? Do you have the resources to fill in the gaps?

• Are you willing to work with others and to accept the reality of your invention’s market potential and its true worth to the industry?

• Will your invention generate enough revenue to support the efforts of the licensee? Is there room for profit for everyone along the channels of distribution?

• Have any negative precedents been set with similar products that might cause companies to shy away from inventions like yours?



As you can see, a product’s marketability may have very little to do with its licensability. In other words, a company may successfully market and profit from an invention, with or without a patent, and with or without competition. It is common for companies to have successful product lines without any particular patent position. In these cases, the company’s market position and its established distribution pave the way for success. Such a scenario minimizes the worth of your patent position and renders your invention less licensable.

But just because your invention is not very licensable does not mean that you will not potentially profit from it. You may still find a willing licensee for it. Or you may start your own company, have it manufactured, or blend your product into an existing company, if you have one. There are hundreds of books and resources for entrepreneurs; join a local entrepreneur’s club, contact the U.S. Small Business Administration, browse libraries and bookstores, or check the resources section of this book for more information. You may also have other intellectual property, such as know-how or trade secrets, which you can license or sell. We’ll talk about those in the next section.

What Do You Have That You Can License?

This seems like a pretty simple question, but it reveals one of the least understood aspects of licensing: you may have other types of proprietary protection besides a patent. You might have a trademark, know-how, trade secrets, or a copyright. Let’s look at one invention and see how each of these proprietary rights can be incorporated into a licensing package.

Say you have invented a printing press. With the apparatus itself, you may have patentable subject matter that covers the rollers and inkers and other parts and how they fit into the machine. This would fall under the claims of your utility patent. You may also claim the method by which the rollers and inkers work together to lay down newsprint. This claim for how the apparatus works would fall within the method claims of your utility patent.


Know the different types of protection available.



If your printing press has a unique design feature, you may be able to get a design patent, which would strictly cover the ornamental and visual design, regardless of how the printing press works.

You may have gained a particular knowledge about the printing process that leads to more efficient use of your printing press. This would be part of the know-how you bring to someone who wants to use your technology. This know-how generally is not patentable; however, it is still a valuable asset.

Now let’s say that you have developed a formula for ink to be used with your printing press. It is a secret formula that could not be reverse engineered. This would be a trade secret, a valuable commercial asset. You can license trade secrets just as you can license your patent rights.

You have also developed a name for your printing press, the PRINT-ALL. You have registered a logo with the U.S. Patent and Trademark Office (USPTO) after performing a trademark search to make sure that no one else in your field uses it. Your registered trademark is also a valuable commercial asset that can be included in your package of proprietary rights.

You have also created instructions with illustrations showing the operational features and proper use of your printing press. These instructions are your copyrightable material. Although you automatically became owner of the copyright when you produced your work, registering your copyright with the U.S. Library of Congress may permit you to seek greater damages and attorney fees in the event you pursue an infringer. Your copyright will last through your lifetime and seventy years beyond.

Last but not least, you are also making your time available for consulting to anyone interested in licensing your technology. Once they license your technology, you will be available to work for an hourly fee to answer questions pertaining to your technology. Consulting is another valuable asset that can be included in your licensing package of goodies.

It will be important to a potential licensee to know about all your proprietary items included in your total licensing package. You may enter into a licensing agreement with a company that does not have the engineering and development resources for your project, and you may fill in this gap. In this case, your total package can be as important as specific patent rights.


PATENTING BUSINESS METHODS

Patenting “business methods” is a misnomer because one can patent only processes, machines, manufactures, or compositions of matter that are new, useful, and not obvious. Thus, it is better to think of patents as indirectly protecting business innovations; for example, a computer programmed to carry out certain operations, a method of using such a computer, software on a disk, and so on.

General business concepts or models that portray a vision or strategy or merely human activity for a business are not patentable. Instead, consider the method claims outlined in the printing press example.

High-profile court cases that have brought the notion of patenting “business methods” came to the forefront with Merrill Lynch’s CMA account, Amazon.com’s patent on one-click shopping, and Priceline.com’s patent on reverse auctions.

While there has been a significant increase in the number of patents in this field, this is a specialized area of patent practice in computer program–related inventions where knowledge in finance, insurance, tax, real estate, and e-commerce can be invaluable.



Whom Can You License To?

The chart in Chapter 3 shows a product moving from its original point of manufacturing through the various distribution steps to the consumer. The product may be designed and engineered by a U.S. manufacturer that produces the item in the United States in its own facility or subcontracts to a submanufacturer. Or the item may be produced in another country and imported. In any of these scenarios you, as an independent inventor seeking a licensee, will be dealing with a U.S. manufacturer. This is the entity with which you will initiate a license contract. There are several reasons for this.

First, manufacturers, whether they produce in the United States or import, may provide engineering support to work with both you and company personnel responsible for production and quality control. Inventions often require engineering modifications to increase manufacturing efficiency.

A manufacturer is also responsible for capital expenses, including any tooling, quality control, coordination of production schedules with delivery of raw materials, and service. Additionally, the manufacturer is usually responsible for packaging. Manufacturing and packaging are often an integrated process. Even when products are acquired from overseas, there is generally a U.S. company that acts as a middleman and calls itself a manufacturer.

Second, major retailers and wholesalers require the manufacturers that supply them to carry product liability insurance. Since manufacturers are usually responsible for quality control, they are in the best position to assure that the basic design and performance specifications are maintained and to catch any defects.

Since licensing almost always takes place at the manufacturer level, manufacturers, not distributors, are more likely to be set up to pay royalties. A progressive manufacturer will see an outside inventor’s contribution as a complement to the company’s research and development staff. Other types of licensing variations are discussed in later chapters.

So What Does It Take?

Several elements must work together for licensing to be a viable alternative. Even if you end up starting your own company, the following factors will likely be required for profitability:


• A willing market. The question isn’t whether an invention has value or not; the question is how many people will perceive that value and how many of those will be willing to pay the cost. Markets can be very tricky, and they don’t always make sense (or cents), but you should try to understand them.

• A manufacturer willing and capable of manufacturing your invention and reimbursing you with royalties, a cash buyout, a consulting fee, or other fair remuneration.

• Appropriate intellectual property position: i.e., patents, trade secrets, know-how, formulas, or unique designs.




Invention consists in avoiding the constructing of useless contraptions and in constructing the useful combinations which are in infinite minority. To invent is to discern, to choose.

—JULES HENRI POINCARÉ



Getting patent protection, identifying a market, and finding a manufacturer may require other things: you may need to test market your invention or develop a working prototype, find a patent attorney or get help from an invention marketing company, explore several industries, or brush up on your negotiating skills.

YOUR COMMITMENT

How seriously do you take this invention project? How much effort and resources are you willing to expend? Where there’s a will, there’s usually a way, but will the end gain make your efforts worth it?

If the majority of the inventors I’ve met relentlessly pursued the commercialization of their inventions, most would have likely achieved some kind of market presence. The question you need to ask yourself is whether or not the resulting income would be worth the effort. All inventors think their products are going to be a great success, but there are lots of chances for failure along the way.

The following chapters will take you through the process of evaluating the worth of your invention, weighing the risks involved in commercialization, and deciding when you should move forward and when you should throw in the towel.

Keep It in Perspective

Perhaps 2 percent of all patents are commercialized, and fewer than this make enough money to pay for the initial expenses. Most successful patents are owned by major corporations, which often patent something for formality’s sake that they fully intend to market regardless. This fact stacks the odds even further against the independent inventor. Think positive, but don’t overestimate the ultimate value of your invention. There are too many sad stories of inventors pouring money into inventions that never provide a return on their investment.

You take a risk whenever you spend time and money on your invention. Remember to approach the commercialization process with an effort to minimize your risks. This will make it easier to bail out if and when that becomes necessary.


Know when to let go of a particular invention.



Dropping a project that you’ve been working on for years can be very painful, but at some point it may be the smart thing to do. Think of it this way: You are an idea person, and you’ll come up with another invention that might be successful. Remembering this and keeping the commercialization process in perspective will save you time, money, and the personal energy you’ll need for future successes.


SIMPLIFIED STEPS

For a quick reference guide to the invention commercialization process through licensing, refer to the Simplified Steps chart in Appendix E.



THINGS TO REMEMBER AND CONSIDER


• Perceived value. What do others think your invention is worth?

• Time is of the essence; be aware of deadlines.

• To do or not to do: Patent? Prototype? Marketing?

• To do or not to do: Sell? License? Manufacture yourself?

• What factors affect your invention’s marketability and licensability?

• What intellectual property do you have to offer?

• Identify your strengths and weaknesses.




CASE STUDY

Tire Technology

In 1982 I met with an investor in Columbus, Ohio, who was concerned because he had invested over $600,000 in a project and hadn’t received even a nibble on the technology, let alone made any money. The inventor’s son had also invested $600,000 in a project. Ten years and $1.2 million had gone by, and the inventor had only a very nice prototype to show for it. I was called in to see whether anything could be salvaged.

The man’s invention was a state-of-the-art stationary road wheel that could measure levels of vibrations or harmonics in a vehicle tire. The technology allowed car manufacturers to learn more about the dynamics of tires. The inventor had received patents on this technology and on a supporting technology. Between the two technologies, he could measure inconsistent high mass areas in a tire, grind off the mass to make the tire more uniform, and reduce rolling resistance by 6 percent—all while the tire was moving down the production line. If a manufacturer could reduce tires’ rolling resistance by 6 percent, it would save the company hundreds of millions of dollars in CAFE requirement fines. (CAFE standards are federal mandates for fuel efficiency. If a line of cars doesn’t meet the standards, the car manufacturer is fined for that model that year.)

Needless to say, this is not the type of technology you would find in your local department store. I immediately asked the inventor, “Has anyone ever expressed an interest in this technology?” and “Who?” The inventor said AS Co. once considered the technology. He “knew” they weren’t interested because they never got back to him. This is fatal mistake No. 1. Some inventors think manufacturers will stop everything to work with them. This couldn’t be further from the truth.

During my research of the industry, I learned that only two companies in the world produced tire uniformity road wheels for tire manufacturers’ production lines. These two were AS Co. and
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