Creating A Culture Of Invention
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Introduction

Today’s executives are expected to
exploit all assets of their organizations
to the maximum extent. Whether corpo-
ration, university or non-profit institute;
whether private or public, their leaders
must compete by first protecting com-
pany assets and then deriving maximum
value from them. “All assets” includes
the organization’s intellectual property
that can represent a significant, some-
times crucial, bank of assets. Effective,
aggressive management of intellectual
property (IP) can result in the licensing
and implementation of important tech-
nologies that are a benefit to society,
and in financial benefits for the owner
organization.

What is intellectual property?
We can define it to be:

“ Q ny product of human
intellect that is unique
and un-obvious with

some potential value in the mar-

ketplace. Intellectual property can

include patents, copyrights, designs,
trademarks and trade secrets.”

Each of the examples of IP given in
this definition can encompass ideas
that are limited only by the human
imagination. Mechanical designs,
chemical processes, manufacturing
systems, business processes, com-
pany logos, and published materials
are typical IP that can be protected.

Intellectual property comes into
being through a more or less linear
process that begins with the creation
phase: invention | | documentation
[l evaluation. Then, to enhance
value and lay the foundation for
effective management this must be
followed by the management phase:
protection [ possible exploitation.

Obviously, IP cannot be managed,
licensed and exploited unless it has
been created to begin with. And, once
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created, ithas only a “virtual” or ten-
tative existence unless it has been
formally documented within the
organization. This paper will look at
the creation phase of the IP process
with special focus on the fundamen-
tally important documentation step.
The organizational behaviors, poli-
cies and procedures that promote the
creation of IP as well as those that
tend to inhibit it will be discussed.
Practical guidelines will be given for
creating a culture of invention within
any R&D organization. Although the
word “invention” will often be used
here for convenience, the principles
discussed will apply in general when
considering any type of IP.

A Culture of Invention

A culture of invention is one of
those things that is hard to define,
but easy to recognize when you see
it. I believe it means that your staff
has a sophisticated understanding
of what IP is and what its value can
be to the organization. Management
consistently supports the creative en-
vironment with a long view toward
building a “bank” of IP for their or-
ganization to draw on in the future.
R&D staff thinks in terms of IP and
their role in creating and protecting
it. They embrace their role in IP cre-
ation as part of their job expectation
and are active, valued participants
in the entire IP process. Management
recognizes the efforts and contribu-
tions made by staff toward creating
IP. There is a cooperative spirit
among staff, management and pat-
ent counsel.

The other end of the spectrum
is far less desirable. Instead of the
positive environment described
above, there can be confusion or
even little awareness about the
IP procedures and policies of the
organization. Uncertainty about

the roles and expectations of key
players such as the inventor, busi-
ness manager or patent attorney can
lead to confusion and frustration. An
unresponsive or dismissive attitude
from management or patent counsel
can create an adversarial or discour-
aging environment by undercutting
the message to staff that IP is valued
by the organization. Sometimes the
invention evaluation process is too
onerous and critical, too early. Inven-
tors may then become dissuaded
from the early documentation of
inventions so as to avoid respond-
ing to questions that may be, as yet,
unanswerable.

Creating the Culture of
Invention

In order to avoid this unproduc-
tive environment and instead create
a culture of invention, management
must build a consistently positive
environment where the creation
phase of invention is nurtured.
Maintaining this must be a top-
down, never-ending effort. Here
are four high-level components of
this effort that will be discussed in
more detail:

e Develop very clear and straight-
forward invention documentation
and evaluation procedures. Then,
continually promote them.

* Engage representative inven-
tors, managers and patent counsel
in the development of procedures
that encourage active participation
and team efforts.

*Blaise ]. Arena is an independent business
development consultant based in Chicago
and has experience in IP management, cre-
ating and managing strategic alliances for
business development and R&D projects.
He is a member of the Institute of Manage-
ment Consultants.
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e Raise awareness about the cru-
cial importance of IP to the organiza-
tion by focusing regularly on specific
IP-related issues. This can be done
through formal training programs,
seminars by patent counsel, newslet-
ters or invited speakers.

e Include creation and early docu-
mentation of inventions in staff job
expectations. Track and recognize
results.

The Fundamental Role of Docu-
mentation and “Disclosure”

The documentation of inventions
is of fundamental importance to
the process of creating intellectual
property. This is especially true for
inventions that may be eventually
patented, but I believe it is also key
for any IP. First, what do we mean
by “documentation?” This refers to
the inventors’ act of describing their
invention and recording this descrip-
tion in writing—dated, signed by the
inventors and witnessed. When this
document is submitted for review
within the organization it repre-
sents an internal “disclosure” of the
invention—it’s on the record. This
documentation and internal disclo-
sure provides several benefits.
Legal priority

The written invention disclosure
provides legal documentation of the
conception date of the invention.
In the United States this is crucial
because the U.S. patent law gives
priority to the inventor who first
conceives his invention, not to the
one who first files a patent applica-
tion. Thus, it can become, sometimes
many years later, crucially important
to be able to prove that your inven-
tion was conceived on a specific date.
Of course you hope this date is ear-
lier than your competitor’s.

Tracking

The collection of all disclosures is a
valuable record of the organization’s
inventions and can be used by
management to take ongoing mea-
surements of the IP vitality of the
organization. For example, a track
record can be established showing
how often invention disclosures are
written; this might be say, five or
fifty per month depending on the
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size of your organization. Changes
in this number reflect changes, good
or bad, in the underlying health of
the creation phase. Obviously, if
the number drops for a significant
period, trouble is looming and man-
agement needs to investigate.

Disclosures are IP

The invention disclosure docu-
ment itself should be regarded as
intellectual property. Even the dis-
closure of an, as yet, undeveloped
invention concept has potential
value because it can be selected for
further R&D work and transformed
into patentable IP. All the invention
disclosures on file within the orga-
nization represent a bank of IP that
can be drawn on by management
and R&D staff when considering
future R&D efforts. For example, a
survey and assessment of the disclo-
sure bank might show that there are
a large number of disclosures sur-
rounding a certain area of activity.
This may suggest to management
that there exists significant capability
and IP potential in that area which
should be exploited.

IP belongs to the organization

Organizations that fail to imple-
ment an ongoing IP disclosure doc-
umentation process will not have
this resource to draw on and run the
risk that valuable ideas will be lost or
forgotten. Or worse, they may walk
out the door when inventors leave
for new jobs. Your competitors may
gain an advantage. The invention
concept should stay within your
organization in the form of the in-
vention disclosure document.

Intangibles

There are other less tangible, but
vitally important, benefits to main-
taining a formal invention disclosure
process within your organization.
When management encourages the
formal submission of disclosures, the
inventor is “forced” to step back from
his work and examine it to establish,
in his own mind, the preliminary
answers to several crucial questions
including;:

e Is there an invention here and if so,
what specifically, is it? Often, people
get so immersed in their work that

they fail to consider this question.
They may become so overwhelmed
with data or information that they
must sort through it and determine
if there is IP potential and identify
what the invention might be.

o What is the potential advantage and
benefit of the invention?

o Why is it new or unique?

® How can I effectively explain and
communicate my concept to others?

Besides its obvious legal benefits, I
believe that the invention disclosure
process can be used by management
as a cornerstone in creating a culture
of invention. By expecting staff to file
invention disclosures then tracking
them and recognizing efforts toward
building the disclosure bank, man-
agement declares that this step in
the IP creation phase is key. And, by
extension, that the entire IP process
is important. In effect, the invention
disclosure process itself can become
part of the organization’s on-going
IP promotion effort. To this end, it
offers the advantage of engaging the
broadest number of people in the IP
process since there may be relatively
few who get patents awarded, but
there can be many who submit dis-
closures for consideration.

Guidelines for Invention
Disclosure

Because of the fundamental role
of the invention disclosure in IP cre-
ation, it is important to create a pro-
cess that promotes and facilitates the
writing and internal submission of
disclosures. Failure to do this, leads
to confusion and discouragement
that will result in few disclosures
and reluctance by staff to participate
in the process. The establishment of
the disclosure process should be
done with input from management,
staff and patent counsel. Here are
guidelines that can be part of an ef-
fective system.

Develop a disclosure form

The main purpose of the form is
to provide guidance to the inventor.
(There is no legal reason to have an
official form; any piece of paper
could serve just as well.) The form
should ask for:
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e Name of the inventor(s).

e Title of the invention i.e. “A
unique method for manufacturing
circuit boards.”

e A concise (say, one page) de-
scription of the invention concept
including background information,
the key elements of the invention
with supporting data, and any,
perceived advantages over existing
“art” in the field.

e Has the invention been de-
scribed to anyone outside the orga-
nization? Is disclosure anticipated?
When and to whom?

e Date and signatures of the in-
ventor(s) and a witness.

These are the basics. There is ad-
ditional information that can be, and
often is, requested such as business
and market evaluations, cost esti-
mates and so forth. As useful as this
information may be to management,
it can often serve to discourage the
inventor from writing the disclosure
at all since collecting this business
data may require considerable extra
effort up front. Or, such information
may simply not be available yet. I
believe it is better to encourage the
inventor to provide the basic infor-
mation first. If work on the inven-
tion proceeds, then business-related
information can be provided as more
is learned.

Encourage early disclosure

This increases the likelihood of
locking in early priority dates that
may come into play during a pat-
ent infringement suit or prior art
challenge. You can encourage early
disclosure in several ways. First, this
concept should be a consistent theme
in the promotion of the invention
culture by management. Second,
keep the invention disclosure form
simple; require only the basics. Final-
ly, make it clear that a disclosure does
not require mountains of data (or any
at all). The disclosure can be written
and submitted and data appended
later as it becomes available.

Encourage initiative

The disclosure of the invention
should originate from the inventor.
Not his boss; not the patent counsel.
The inventor should not need to seek
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permission to disclose an invention
—he or she should do it on their own
initiative. This puts the responsibil-
ity and ownership for documenting
new inventions squarely where it
belongs—on the inventor.

Recognize disclosures

Convey to staff that the submitted
disclosure is valuable to the organi-
zation. Some companies go so far as
to give the inventors small gifts as
tokens of recognition. This approach
may be useful during a “kick-off”
period when creating a new culture.
However, I believe it is unnecessary
over the long term. Eventually, an
enthusiastic acknowledgement from
a supervisor and meaningful recog-
nition during performance reviews
should be sufficient. The disclosure
of inventions must be viewed as ajob
expectation, not something beyond
the call of duty.

Communicate next steps

It should be made clear to the
inventor how the disclosure is to be
submitted for the evaluation process.
Then, what will happen to it and
what follow up action is expected
of the inventor?

The Invention Disclosure
Evaluation Process

So far in our discussion, the prin-
ciples presented here apply fairly
broadly to any organization. How-
ever, the specifics of invention dis-
closure evaluation process may
need significant tailoring to align it
with the needs, size and resources
of your organization. However, the
objectives of the evaluation process
are universal. Any process you
implement must meet these three
characteristics:

e It must facilitate rational pri-
oritization and business decisions
about which inventions have the
highest potential value. Which of
them should be developed further,
which are suitable for patenting now
or should be kept as trade secrets?
Which should be put aside for a
future review?

e The process must engage the
inventor in the evaluation process.
Some organizations make the mis-
take of sidelining the inventor early

on. This can lead to frustration with
the inventor becoming less inclined
to participate in the future. Open and
responsive communication among
business managers, patent counsel-
ors and inventors, regardless of the
evaluation outcome, will encourage
staff’s future participation in the
process.

* The process must be clear to all.
There canbe no mystery about the roles
and responsibilities of the players.

With these in mind let’s consider
some guidelines. Whether your
organization is large or small, there
are key functions that need to be
incorporated into the process. They
are summarized in Table 1.

Exactly how you choose to imple-
ment these functions, and whom
you identify to serve them, will be
dictated largely by the size, needs,
resources and operating style of
your organization. For very small
companies it may be necessary
for one or two core individuals to
provide most of the functions with
appropriate help from outside pat-
ent counsel. For larger organizations
with deeper resources, it may be de-
sirable to form standing teams with
rotating membership to serve the
functions above. For very large orga-
nizations, it may be appropriate for
each operating unit to have its own
evaluation process team in place.
Many variations are possible and a
thorough evaluation of your require-
ments and resources should be com-
pleted in order to design a process
that meets your needs over the long
term. Representative staff and patent
counsel should be engaged in this
effort with management. In addi-
tion, outside consultants can often
provide valuable experience and a
fresh perspective.

Creating Your New Culture

The creation of a new IP culture
in your organization must be an
ongoing effort, and must be driven
by solid commitment from the top
down. Senior executives must own
it and make its implementation a job
expectation of their line managers
and supervisors. Most importantly,
the effort can never stop. Keeping
this culture alive requires that the
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Function

Disclosure Evaluation
“coordinator”

Legal Evaluation

Technical Evaluation

Business Evaluation

Responsibilities

Manages and “owns” the evaluation
process; organizes review and obtains
input from all parties.

Evaluates patentability issues of in-
vention.

Provides technical input and perspec-
tive about the invention.

Provides decision-making capability
based on responsibility for company

business objectives and resources.

Personnel

Patent counsel or business
manager.

Patent counsel.

Inventors and other expert
staff.

Business manager with profit
and loss responsibility.

key issues of intellectual property re-
main high in everyone’s awareness.
This can be accomplished with an
ongoing “promotion” effort where
IP issues, the organization’s disclo-
sure and evaluation procedures and
results are regularly discussed.

Tailor these promotion efforts
to suit the style of your organiza-
tion. Some forums to consider are
lunchtime seminars, department
meetings, newsletters and so forth.
Engage speakers from within and
outside the organization. Business

120 September 2004

managers, patent attorneys and
key inventors themselves should
be drawn on as spokesmen who
can articulate various facets of your
organization’s intellectual property
message. In addition, you can ar-
range for outside experts to give
seminars and lead discussions on
relevant topics.

It will take some time, but once
your organization reaches a “criti-
cal mass” of awareness and activity
in intellectual property efforts, the
system will begin to feed on itself.

That is, the measurable outputs of
the process: invention disclosures,
patent applications, patents and
business successes, will begin to feed
back into the ongoing promotion ef-
forts. As management and staff be-
come aware of positive results, the
basis for focusing energy on the IP
culture will be validated. They will
more enthusiastically embrace their
roles in the IP process. A Culture of
Invention is being created.
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