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Foreword 

The Hawaii Inventors' Conference was conceived in response to a recognized need. 
The need was evidenced by the following facts: the number of patent applications 
from Hawaii was low in relation to the total population of the state; the submittals 
to the U.S. Department of Energy Appropriate Technology Program were fewer than expected; 
and the location of the Hawaiian Islands was recognized as a hardship for innovators 
needing guidance. 

A viable solution to this hardship was to invite speakers from government, 
industry, and the legal and marketing professions to address independent inventors. 
The speakers were selected for their experience, knowledge, and ability to relate 
to an audience with a wide range of backgrounds, interests, and education. 

Governor George Ariyoshi stated in his reflections on the program: "The purpose 
of the Hawaii Inventors' Conference was to help inventors to learn more of the 
practical end of the process, and to increase their knowledge of industrial product
ion, marketing, and distribution so that they might share in the rewards their crea
tions made possible." It was desirable to explore ways to protect ideas before patent 
issue and market products after patent issue. The role of the independent inventor 
was featured rather than that of the employed inventor or the research team. The 
foreseeable trends in policies affecting the inventor were discussed in depth. 

The conference was attended by more than 300 representatives from government, 
industry, universities, research institutes, and trade associations as well as by 
independent inventors. The U.S. Department of Energy Appropriate Technology grant 
awards for the Pacifi c i sl ands were presented at thi s meeting by Joseph E. Machurek 
for the U.S. Department of Energy/SAN Office. Following each day's presentations, 
there was an active question-and-answer session, which covered many subjects relating 
to the innovator, patents, and marketing. 

It is projected with considerable confidence that the beneficial effects of this 
conference wi 11 be permanent for the people of Hawaii. Thi sis rei nforced by the 
opening of an additional patent law practice in Honolulu by a San Francisco law 
firm and the formation of a Hawaii Inventors' Council. 

Those of us who so willingly donated our time to the program feel great 
satisfaction in the inventors' responses to our efforts to encourage and help them. 
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Norman C. Parrish 
Program Di rector 
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SESSION I 
Friday, March 31, 1978 





Opening Remarks 
WILLIAM C. ROWLAND 

William C. Rowland is the president of the Honolulu Chamber of Commerce, president of the Hawaii Tele
phone Company, and has been instrumental in the generation of new business for the Hawaiian Islands. 

It is my pleasure to welcome you on behalf 
of the Chamber of Commerce and all the conference 
sponsors. I wish to extend a special welcome 
to the honored guest speakers from the mainland 

• aloha. 

Today we have a unique opportunity. This 
conference is unprecendented in Hawaii. For the 
first time, Hawaii's inventors can meet with, 
share ideas with, and profit from the experience 
of distinguished experts in the patent field. 

How did this opportunity evolve? We are 
fortunate to have the conference initiator with 
us today. He is Norman C. Parrish, inventor, 
author, and technical consultant. In August, 
1977, Mr. Parrish approached a small group of 
interested persons here in the islands, 
suggesting that an inventors conference might 
be the ideal vehicle through which Hawaii's 
inventors--in business, industry, and in the 
academic community--could benefit from the 
shared experience and advice of other inventors, 
patent attorneys, and government officials. 
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As the state with the smallest number of 
patent holders, Hawaii has a distinct lack of 
such expertise available locally. To remedy 
the situation, this group, working closely with 
Mr. Parrish, organized the Hawaii Inventors 
Conference. 

Each of you here has your own particular 
purpose for attending the Hawaii Inventors 
Conference. The conference has been designed 
to satisfy specific objectives regarding the 
development, protection, and marketing of ideas 
and inventions. However, this conference also 
has more general objectives guiding its 
development. We hope that this program will 
encourage new inventors in Hawaii; that it will 
stimulate more inventions to fruition; and that 
the collective expertise our guests will share 
with us will ultimately contribute to a stronger 
Hawaiian economy through innovation and 
diversification in our local industries. 

Again, on behalf of all the conference 
sponsors, I would like to thank our guest 
speakers for their generous participation in this 
very unique Hawaii Inventors' Conference. 





Reflections on the First Hawaii Inventors' Conference 
GEORGE R. ARIYOSHI 

GOVERNOR OF THE STATE OF HAWAII 

Hawaii was fortunate in being able to host 
a most unusual and pioneering conference on March 
31 and April 1, 1978, in Honolulu: the first 
Hawaii Inventors Conference. The gathering 
generated considerable public interest and media 
coverage, and an enthusiastic participation by 
close to 300 persons. Hawaii is ideally suited 
for conventions and conferences of all types, 
of course, and this first-of-its-kind assembly, 
intended for "persons interested in proven and 
successful techniques of idea development, idea 
protection and idea commercialization," was both 
eminently practical for its many participants, 
and most attractive in its setting at beautiful 
Waikiki. 

Hawaii has always had an interest in science, 
technology, and the world of creativity and ideas. 
Today, more than 35,000 persons are engaged in 
science and technology-related work in the Islands. 
This means that Hawaii has a core of creative 
people from whom new ideas and concepts flow. This 
in turn generates further interest in inventing, 
in creativity, and in the original products of busy 
minds. 

There is something about inventiveness that 
makes it a happy subject. I suggest that this 
appeal is found in the elements of mystery and 
newness, and in the element of reward. 

Inventions seem to many of us to be marvelous, 
mysteriously generated creations, coming from no
where except the human brain and spirit. Who had 
ever dreamed of an electric light in the ages 
before Thomas Alva Edison? Who in George 
Washington's time or before had ever dreamed of 
a horseless carriage which apparently propelled 
itself? Who in years past ever considered the 
possibility of one human being communicating in
stantly with another across continents and oceans? 

Herein lies a profound mystery: why, in our 
age, have all these things been revealed to us? 
They are all so new, so undreamed of before they 
happened. 

And they certainly appear to be blessings for 
mankind, despite their mixed results. Inventiveness 

Governor Ariyoshi's remarks were extemporaneous, 
he spoke without notes, and unfortunately it was 
not taped. Therefore it was requested that he 
send his reflections on the conference. 

5 

appears to give us the promise of something for 
nothing. It has been largely through inventions 
that material blessings have multiplied in our 
world. 

The automobile, the electric light, the 
threshing machine, the tractor, the sewing machine, 
the aeroplane, the washing machine, the transistor, 
the computer, the laser--these inventions, or 
products made possible by inventions, have brought 
joy and a great deal of convenience to the peoples 
of the world. 

What seems to set the inventor apart from 
others is his or her ability to put together 
facts and original ideas, usually with much hard 
work, to achieve a unique result. It takes a 
special quality of mind to do this: an open and 
creative mind; one with a willingness to look 
beyond what others have seen; one with a quality 
of persistence and restlessness that refuses to be 
satisfied with the status quo. 

It is one thing to be able to invent; it is 
quite another to be able to apply inventions to 
the real world of business and industry to bring 
the benefits of the invention to many. Our society 
generally accepts the premise that we benefit by 
providing incentives to those who help transform 
mystery into reality, and the surprises of one 
generation into the common, useful devices of the 
next. Inventors, manufacturers, and distributors 
share in the rewards of diverse efforts through 
the private enterprise system. 

I have a feeling, however, that at times 
inventors may believe they are receiving "the short 
end of the stick" when it comes to the rewards 
offered by society. Inventors who help transform 
the n~stery into the surprise often see the sur
prise proliferate as a common, useful device, with 
attendant large rewards for those who are skilled 
in marketing and salesmanship rather than for the 
inventors. 

Well, there's a lesson here. It is that 
inventors need also to know and to apply the ways 
of business and the laws of a society which be
comes increasingly impersonal and which neglects 
to recognize adequately the contributions of in
ventors and to give them a fair share of the gains 
received through such contributions. 



The purpose of the Hawaii Inventors Conference 
was to help inventors learn more of the practical 
end of the process, and to increase their knowledge 
of industrial production, marketing, and distribu
tion so that they might share in the rewards their 
creations have made possible. 

The Hawaii Inventors Conference was one of the 
finest our state has ever had for the exchange of 
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both serious and wild ideas, for strengthening 
enthusiasm for the effort of inventing, and for 
developing a better understanding of the business 
end of the innovation process. 

I thank all who participated so generously, 
and extend our warmest aloha to the organizers who 
made this conference such a success. 



Inventors' Guide to Creative Thinking 
NORMAN C. PARRISH 

Norman C. Parrish is an engineer at Lawrence Berkeley Laboratory's Engineering and Technical Services 
Division and has been on the faculty at the University of California, Berkeley, John F. Kennedy University, 
University of Southern California, and El Camino College. He is a technical consultantto government agencies 
and private industry, an inventor, author, and vice president of the California Inventors' Council. 

INTRODUCTION 

In the creative environment in which we find 
ourselves, one of the first things we wish to do 
is to consider that there are two approaches that 
may be taken to any existing circumstance. We 
can either look at it as a problem, or look at it 
as a situation. Unfortunately, too many people 
spend time trying to solve situations, when 
actually there is no need to do so. I'd like to 
illustrate that by an example: Let us say that 
the first person walking in here is the winner of 
a bicycle. There are ten bicycles that were made 
by the same company. They are all painted the same 
color and are in all respects identical. I say to 
the winner, "Pick one of the ten bicycles." A 
noninventive person would probably look each 
bicycle over carefully, scratch his head and 
wonder which one to take. This is a "situation" 
rather than a problem. He should simply take 
a bicycle instead of trying to solve a situation. 
That time should be saved to solve problems. 
Now we will say that John Davies won one of ten 
bicycles that were on their way to the dump, and 
they are all in a state of disrepair. John needs 
to pick one of the ten bicycles. Every bicycle 
he looks at has something different wrong with it, 
so whatever decision he makes is going to have a 
different result. This is a problem. Segregate 
your thinking so you can maximize the benefits 
from your time spent by deciding if you are 
confronted with a "situation" or a "problem." 

CREATIVITY AND INCENTIVE 

Now that we have established the two 
categories of decision making, let us briefly 
discuss creativity and incentive before going 
on to the four ways of thinking. 

My principal purpose in making this 
presentation is to encourage creativity on the 
part of the attendees. A basic truth is that 
the history of invention often shows that its 
beginning had a pattern where many errors 
occurred from wrong hunches, but perseverence 
finally gave what was wanted. 

Pure inspiration contributed less to 
progress than did perseverence and willingness 
to try again after an idea failed to yield the 
desired result. 

The "individual thinker" may be reluctant 
to commit himself to the effort that exacting 
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thinking demands unless he has the conviction that, 
by thinking, he can create a new and significant 
idea and profit frolll its creation. 

This relationship has been recognized and 
embodied in the U.S. Constitution, Section 8, 
Powers of Congress. 

"The Congress shall have power to promote 
the progress of science and useful arts, 
by securing for limited times to authors 
and inventors the exclusive right to their 
respective writings and discoveries." 

Four principal categories of thinking are: 

1. Single-dimension thinking, where words 
on ly are used. 

2. Two-dimensional thinking, where we visualize 
the object being considered in the form 
of a picture having.only width and height. 

3. Three-dimensional thinking, where we 
visualize the object as a thing having 
width, height, and depth. 

4. Four-dimensional thinking, where we 
visualize the object as a thing having 
width, height, depth, and dynamic function, 
which involves the time lapse with utility, 
i.e., a worn tire, a rusted fender, an old 
shoe. 

Four-dimensional thinking is deeper and 
leads to more associations than any other form of 
thinking. Instead of thinking "The tire on my car 
is bad," add a word or two such as "a 40,OOO-mile 
guarantee tire." This saves time and gives a more 
accurate pi cture of the idea. I recommend that you 
carefully consider the words you use in your 
stitched record notebook and in your other comments 
and sketches • Always try to th ink and make nota
tions in four dimensions so your description is 
well organized. (This suggestion is covered in 
some detai 1 in the Inventors Source Book.) I have 
done consulting for the State of California on 
their Appropriate Energy Technology evaluations, 
and, some of the ideas that come in are excellent 
and well organized, while some of them are 
completely fragmented. This does not mean that the 
basic idea is lacking, it means that organization 
is lacking and the true value of the idea does not 
come across. 



PROTECTION FOR THE INVENTOR 

While developing the transistor, Bill Shockley 
was told by some of his colleagues that it was a 
crazy idea. They told him that he was wasting his 
time and money. Today, of course, it is impossible 
to buy a brand new radio, computer, or other high
quality modern device and find it full of radio 
tubes. It will be completely transistorized. 

Bill Shockley protected his idea by using a 
stitched notebook. I have heard many stories 
about inventors and how they protect their ideas. 
Many of them call me up and ask me to help with an 
invention. I have repl ied, "Well, I'll try to if 
you tell me what you have in mi nd." And they say, 
"No, I'm not going to tell you. It's a secret." 
It sounds ridiculous but it is true--it has 
happened many times. I want to emphasize here that 
people are not going to try to steal your idea--not 
the attorney, the patent agent, or the engineer. 
If they try to steal your idea they cannot get 
very far if have protection. And while you are 
developing your idea your notebook is one form of 
protection. I urge everyone of you to use a 
simple, cheap stitched binder to record your ideas. 
You can get them for 50 cents. Keep all of your 
notes chronologically and date each page, just as 
Bill Shockley did. 

Shockley was with a team that worked together 
on their inventions. This was similar to the 
manner in which Louis Walkup worked, as he 
described on a recent radio talk. I think Walkup 
has 100 patents on the Xerox technique, for which 
he received $1.00 each. I have eight patents with 
Northrop Aircraft for which I received a dollar 
apiece, a certificate, and a little pin that said 
"Inventor." It could have said "Dummy." Neverthe
less the company felt justified in asking me to 
sign a patent agreement as a condition of my 
employment. I didn't have to sign it, but I like 
to eat so I signed it, and they owned all my ideas. 
There is a lot of activity being considered in 
Congress that may help protect the inventor. There 
are others on the program who are knowledgeable 
about this and I am sure they will discuss any 
pending legislation. 

I want to reemphasize the fmportance of 
maintaining a notebook of your ideas and progress. 
Use this notebook and after you have put down all 
of your creative thoughts, sign and date it. Then 
ask someone to read it and note in the margin, "I 
have read and understand the above which is the 
invention of, or the idea of, Joe Doakes," and sign 
and date it. (It is wi se to put down the add res s 
as well.) Some attorneys feel that two signatures 
are even better. The principal purpose of this 
notation is as a record of your concept and 
diligence, in case there is a conflict in which 
someone states he thought the same thing before 
you did, or started his development work before 
you did. Your notes are evidence that you actually 
started some form of activity on your idea and 
were working on it on a specific date. If you 
want to get better protection, Lutrelle Parker 
will tell you how to file a Disclosure Document 
with the Patent Office, which will give you two 
years in which to get your patent filed. Remember 
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that this Disclosure Document is only to establish 
date of conception, nothing more. 

APPROACHES TO CREATIVITY 

Developing a creative attitude entails the 
foll owing. 

1. You must believe that you can create new 
concepts. 

2. You must believe that by a positive 
effort you can overcome roadblocks. 

3. Do not stop each time to evaluate random 
ideas, but record them as they flow. 

4. Grasp old ideas that form new combinations 
and synergize your ideas. 

5. Accept others' ideas, for they can stimulate 
your own. 

6. Consider all thoughts as having catalystic 
value, even the seemingly ludicrous ones. 
Encourage a quantity of ideas. 

7. Try to break old thinking habits. Where 
habitual or biased thinking exists, 
creativity ceases. 

8. Think positive. A positive thinker can 
out-think a negative thinker every time. 

9. Practice brainstorming to help clarify 
and broaden your thinking process. 
All participants should be encouraged 
to build upon any idea presented. 

First, you must believe that you can create 
a new idea. You cannot just decide to create 
a new idea. 

Second, you must believe that by a positive 
effort you can overcome any roadblocks. I am of 
the belief that in any design I am to make, there 
are at least five solutions. Don't give up until 
you have considered at least five different 
approaches to a problem. Some of them may be 
unworkable, but you should not feel satisfied until 
you have given it a try. Again, record your ideas 
in your notebook. Try to think of the five dif
ferent solutions. After you have one good one, 
look at it objectively and think about how to 
design around the original idea. If this were 
someone else's idea, how would you circumvent the 
problems? This is what someone else might do later, 
so why not do it yourself? This exercise will put 
you in a better position to understand what you 
want to do. 

Third, when you are putting these ideas 
down, don't try to eva 1 uate them. I n the Inventors 
Source Book you will notice that I discussed one 
of my patents, the explosive nut. If I had tried 
to evaluate the first thoughts I had on this 
project, it would have never come about. I was 
working for Northrop Aircraft on the sled runs 
at China Lake and the quick disconnect pins were 
jamming. The holes either wouldn't have enough 



clearance, or they would have too much clearance, 
or there would be distortion because of the high 
loading and braking when the sled hit the water 
brake, and then it couldn't disconnect sections 
that should have been freed. So in utter frustra
tion with some of these designs, I thought, "If 
only I could blow the darn thing apart." This 
first seemed like a ridiculous thought, but I 
remembered that I had blown things apart with a 
firecracker as a child. Maybe if I could blow 
it apart and put a big dome of steel around it 
to catch the parts, it wouldn't damage the rest 
of the equipment. Then I thought that if I could 
make a big dome to catch the parts, why not make 
a smaller dome to catch just the pieces of what 
I'm going to blow apart? What if I take a 
standard nut (so a standard wrench will fit it), 
get one a little bit longer than needed, drill a 
hole in it, and make a very slight groove on the 
back side (the nut is in tension and a groove 
wouldn't damage it). Then I could put a powder 
charge in the hole and ignite it. The explosion 
blew the nut apart, the bolt fell out, and I had 
a positive disconnect device. I subsequently got 
a patent on this device, which has been used in 
satellite launchings. I've gone into detail about 
this to emphasize the value of ideas that appear 
to be ridiculous. Save these ideas, jot them down 
and look at them again. Give them a second chance. 

Grasp old ideas. It doesn't mean you are 
plagiarizing if you study old ideas. I urge you 
to read the Patent Gazettes. When using the 
Gazettes you must first determine the "class." 
To do this you have to find out the specific 
category by mak i ng a statement of the problem. 
If you are interested in chairs, first look up 
chairs. Then look up the sub-classes of chairs. 
That would give you the class and the subclass 
so you don't have to look through every page of 
more than 1,400 Gazettes (each having about 425 
pages). In this way, you can find the relevant 
patents pertaining to your idea. 

Inventors have a built-in capability for 
const ruct i ve crH i cislo. When look i ng at someone 
else's idea, ask yourself if you could improve it 
by taking two ideas, combining them, and ending 
up with something better. 

Accept others' ideas. In talking with other 
people you gain an advantage by explaining your 
idea. I find that many times when I have a 
problem, I can clear up my own thinking by 
explaining it to another person. I urge you to 
do the same thing. Explain your idea or invention 
to someone you have faith and confidence in. It 
will help you to clear up your own ideas on your 
invention. If he makes suggestions, don't discount 
them because you didn't think of them yourself. 

This brings to mind a term called NIH. This 
is very well known in the automotive industry and 
many simi lar industries. NIH means "Not Invented 
Here." If you submit an idea to the automotive 
industry, they will probably reject it. This is 
not because your idea is bad, but because they 
do not want to look at it. They don't want to 
look at it because it might parallel an idea they 
have under development. If you already have a 
patent and you send them a copy of it, they wi 11 
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look at it because you have protection. But they 
won't look at an unpatented idea because you might 
accuse them of stealing it. I once showed a device 
to Sears & Roebuck (when I was more naive than I 
am now) and became quite upset when Sears & Roebuck 
rejected it and then came out with exactly the same 
thing about six months later. I thought they had 
stolen my idea. Since then I have calmed down 
and have real i zed that they coul dn' t ha ve taken nlY 
idea even though their product 'looked identical to 
mine. They didn't have time to develop it, produce 
it, and market it within a six month period. 

This is why I urge you, if you have ideas that 
you wish to sell, to get some protection on it 
before you submit it. If you don't, you may be 
asked to sign a waiver agreement for the company's 
O\~n protect i on. Most compani es probably wi 11 not 
steal your idea. They have a lot more to lose from 
a lawsuit than they could gain by taking your idea. 
As inventors, one of our biggest faults is that we 
feel that somebody might steal our ideas. I urge 
you not to be too concerned about that. Be a 
little more trusting and flexible in discussing 
your ideas with people who n~ght be able to give 
you constructive criticism. 

Methods for creating ideas are: 

1. Gather complete information relating to 
a specific subject. 

2. Determine the difference between a 
situation and a problem. 

3. Make a statement of the problem. 

4. Determine the four principal 
categories of thinking. 

5. Develop a creative attitude. 

6. Establish group support. 

7. Bra i nstorm, by tv/O di fferent methods, 
the principal ideas as expressed in the 
statement of the problem. 

8. Organize all pertinent information on 
hand that relates to the principal idea. 
Reduce the selected ideas to those which 
are relevant to the statement of the 
prob 1 em. 

9. Select the most pertinent ideas by 
comparison and analysis. 

These methods can stimulate your thinking-
the ideas cross-pollinate. You should consider 
all thoughts as having catalystic value, even the 
seemingly ludicrous ones. Encourage quantities of 
ideas. The more ideas that you can put down to 
expand your own original idea, the better chance 
you have of succeeding. When you go to see your 
attorney or agent with your idea, remember that 
he is an attorney or an agent, not an inventor. 
Don't pay him to do your thinking, because it is 
more awkward and difficult for him to do his job 
if you do not give him something to work with. If 
you r homework is done comp 1 ete ly you will end up 
with a better patent at a lower price. 



Perhaps one of the greatest hardships we all 
experience is biased thinking. If your thinking 
is biased, creativity ceases. For example, at one 
time all cars were painted with enamel. Kettering 
felt that this was a difficult problem that could 
not be overcome with existing shop techniques. It 
was a roadblock to high production because it took 
a long time for each coat of paint to dry. He was 
at the assembly line to discuss the problem with 
the painting foreman, who told him that it was 
impossible to paint a car in less than four hours. 
Some time later Kettering was watching a man 
spraying cloisonne. The more he watched, the more 
intrigued he became, because the man put on 17 
coats of paint while he was standing there. 
Kettering asked the man if he could buy some of 
his paint. The fellow said, "How much do you want, 
an ounce or two ounces?" Kettering replied, "A few 
gallons to paint a car." The man said, "You can't 
paint a car with this paint because it dries too 
fast. " To make along story short, Ketteri ng was 
able to paint a car with lacquer successfully and 
advance the production rate of car manufacturing. 
This newer process was better and cheaper. 

Brainstorming can help clarify and broaden 
your thinking process (see Figures 1 and 2). 
When I say all participants should be encouraged 
to build upon any idea, I should add that you 
can actually brainstorm alone. 

To do your brainstorming, you must 
understand the problem. Understand where you 
are going, what you are seeking, what you wish 
to achieve. This may sound easy, but it isn't. 
For example, I once had a consulting job with a 
firm near San Francisco that had an idea on 
photographic processing. They asked me if I would 
evaluate their idea to see whether or not it could 
be patented. I met with two members of the Board 
of Directors, the president of the company, and the 
inventor. It took us 2 1/2 hours of diligent work 
to write a one-sentence "statement of the problem." 
What were they trying to develop? Would one sen
tence describe what they had in mind? After we 
fi na lly agreed on the "statement of the problem" 
it took less than an hour to brainstorm it and 
expand the idea sufficiently for them to go to the 
library and search in the Patent Gazette. This was 

Understanding the Problem 

What are the data? What is the condition? 
Is it possible to satisfy the condition? Is 
this condition sufficiently known? Is it 
contradictory? Draw an illustration. 
Introduce suitable notation. Separate the 
various parts if it is an assembly. 

Devising a Plan 

Have you seen it before? Or have you seen 
the same problem in a slightly different 
form? Do you know a related problem? Do 
you know a theorem that could be useful? 
Look at the unknown. Try to think of a 
familiar problem having the same or a 
similar unknown. 

Fi gure 1. 
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to see whether or not it was a new and perhaps a 
patentable idea, which fortunately it was. So I 
urge you to be sure you know where you are going. 
Once you have written a very brief statement of 
what you are attempting to achieve, move on from 
there. 

Draw a figure of your invention, if possible. 
If it is in chemistry, write up your equations, 
take all steps necessary to handle the logic pro
cess reactions. If it is mechanical, draw a sketch 
of it. You do not have to make a model unless the 
Patent Office specifically demands it. The law 
does not require it, but you must at least make a 
sketch if it is a mechanical device. Strange ideas, 
which do not seem to be patentable to a group 
of inexperienced evaluators, may end up being 
patentable and have a good chance to make money. 

Write down the ideas you have in mind. Do 
you have a suitable notation? If you don't, work 
up a notation that someone else can read and 
understand. It is very important to put down 
your own ideas in a way that is self-explanatory. 
Delineate all the things that you're considering. 
When you do this, you will find that you will throw 
out about 50% of what you have written. By the 

Check List for New Ideas 

Put to Other Uses? 
New ways to use idea as is? Other uses if 
modified? 

Adapt? 
What else is like this? What other idea 
does this suggest? 

Modify? 
New approach? Change color, motion, sound, 
odor, shape? 

Magnify? 
What to add? Greater frequency? Stronger? 
Higher? Longer? Thicker? 

Mi nify? 
What to eliminate? Smaller? Lower? 
Shorter? Lighter? Streamline? Split up? 

Substitute? 
What else instead? Other ingredient? 
Another sequence? Change rate? 

Rearrange? 
Interchange components? Change pattern? 
Change layout? Change sequence? Transpose 
cause and effect? 

Reverse? 
Transpose positive and negative? How about 
opposites? Turn it backward? Turn it 
upside down? Reverse roles? 

Combine? 
How about a blend, an alloy, an assortment, 
an ensemble? Combine units? Combine purpose? 
Combine appeals? Combine ideas? 

Fi gure 2. 



time you have reduced it down to the true essen
tials your idea is clearer and you will save a 
tremendous amount of time and money with your 
attorney. Do your homework and put it in your book. 
If you have to rewrite it five times, it will cost 
you about a half a cent a page. Don't tear the 
pages out. Leave them in. It shows that you are 
di 1 i gent. 

Devise your plan. Try to think of similar 
problems having the same unknowns. This will 
shorten the time you spend searching your own mind. 
It is going to enable you to gain good ideas while 
thinking less, and this will be a big asset. Most 
inventors have many ideas, but do not have time to 
do a thorough job on all of them. If you grow 
stale on an idea, do not stop all other thinking, 
set that idea aside. If you are concentrating on 
developing a bicycle, and you think of a kiddie 
car, write "kiddie car idea" in your notebook, with 
a few words on it. Then cleanse your mind of the 
kiddie car and keep going ahead with the bicycle. 
You will find that this clears your mind for 
thinking of the ideas that you started out with. 
It is the usual thing for inventors to have many 
ideas. While thinking of one item, you are going 
to come up with five or ten items. All of us have 
a tendency to do that. Jot down these ideas on a 
piece of paper and get back to the one you started 
on. Don't dilute it. 

The last approach to creativity is to practice 
brainstorming. I will illustrate this with a 
simple idea called the matrix technique, which I 
once taught to two 12-year old boys. First I re
viewed the background information with them. Next 
I wrote down the ideas they had regarding bicycles. 
The two boys came up with about 17 combinations 
of ideas, and then stopped. They could not think 
of anything else. Then I explained to them how to 
use matrix thinking (see Figure 3). This matrix 
thinking frame looks like the letter U. On the 
left side list all of the descriptive words that 
fit your idea, on the bottom list another group, 
and on the upper side still another. Review all 
of the information you can on the subject and deter
mine the differences that we have just discussed. 

After I explained to the boys how the matrix 
system works and gave them an example, they came 
up with 7,000 idea combinations in five minutes. 

The method of operation is to first state a 
category on one side. If the category is bicycles 
list types of handlebars on the left side (a 
steering wheel, single tiller stick, speed handle
bars, Texas steer handlebars etc.). Across the 
bottom list different kinds of frames (metal frame, 
wood types, fiberglass, etc.). On the right-hand 
side state the kind of drive device (a rope drive, 
a chain drive, etc.). Now you must make another 
U because you have filled the first one. Start 
the new one by noting finish: solid color, multi
color, no color, chrome plate, and so forth. By 
the time you have run out of ideas you may have 
three or four of these Us set up. Count the 
notations on each side, i.e., six down one side 
times five down the bottom times six up the other 
side. From the listings shown you can then multi
ply each side against the other. So you end up 
with not 20 or 30, but a great many combinations. 
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Lis ti ng of poss ibl e Listing of special 

appl ications for uses of Barrier-Fab 

Barrier-Fab 

boat emergency 

car travel 

truck safety 

trai ler protection 

camper preserve 

plane housing 

train fire 

cyclist quake 

hiker bomb 

etc. etc. 

bed, cover, mattress 

container, flotation 

shield, collector, etc. 

Figure 3. List of items that could be manufactured 
from Barrier-Fab, a water-proof material. 

The big advantage of this is that it will help you 
with your ideas. When you look at these combina
tions, a lot of them will be worthwhile. When 
writing them down they may suggest some serendipity. 
They may cause you to think of some other ideas 
that will fit in better than what you have noted. 
Believe me, this matrix system works. 

Another matrix technique is to use the hori
zontal axis to list the functions for your product 
(Figure 4). If your subject is a lock, you can 
add "pull apart, shear, explode, pull through, 
unscrew, unlatch, unhook," and so forth. The 
vertical words will indicate the combinations. 
Please remember, do not evaluate until you have 
documented all of your ideas and have done all your 
brainstorming. 

Take your combinations and evaluate them by 
using a solution chart (Figure 5). By using this 
chart you can find out which of your ideas merits 
your time and effort. This is where you are going 
to benefit because you have got to be able to con
centrate your maximum energies on the idea most 
likely to succeed. This sytem works. It is like 
learning how to type--you type letters for a long 
time, as you speed up you begin to type combina
tions of letters, later you will type just words, 
and then sentences. With this solution chart, you 
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VERTICAL 

lock 

bo It 

hook 

thread 

wei d 

r i vet 

na i I 

(pull apart) (shear) (explode apart) (pull thru) (unscrew) (unlatch) (unhook) 

HORIZONTAL 

In order to better appreciate how the matrix system 

functions, the following combinations can be readily made 

from the simple matrix pattern. For example, two sets of 

combinations are: 

I. I oc k pu II a pa rt 8. hook pu II a pa r t 

2. I oc k shear 9. hook shear 

3. I oc k explode a pa r t 10. hook explode a par t 

4. I oc k pu II thru I I. hook pu II thru 

5. I oc k unscrew 12. hook unscrew 

6. I oc k unlatch 13. hook unlatch 

7. I oc k unhook 14. hook unhook 

Figure 4. Matrix method for listing ideas, method no. 2. Ideas are separated into vertical and 
horizontal columns. 
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Solution 
I 

Solution Solution Solution Solution 
5 

Meets basic 
requirements 

Has additional 
advantages 

Is highly 
innovative 

Mfg. cost 
advantage 

Wider choice 
of materials 

Has few parts 

Required only low 
skill workers 

Cannot be easily 
circumvented 

Can be used for 
purposes other than 
basic one 

x 

X 

X 

X 

X 

X 

2 3 4 

X X X X 

X X 

X X X 

X 

X 

X X 

X X 

X 

X X 

Figure 5. Solution chart for comparing the advantages of various ideas. 

will do the same thing. You methodically go 
through it for a while, and pretty soon you will 
find yourself doing it without having to write it 
a 11 down, and the combi nat ions wi 11 just seem to 
pour out. It works. 

CONCLUSION 

At this meeting we are trying to present a 
sampling of topics of interest to inventors. Hope
fully, after Ii steni ng to and meeting some of the 
speakers (and I hope you will meet them), you will 
consider forming an inventors council on the Island. 

I am vice president of the California 
Inventors' Council and would like to encourage the 
formation of a Hawaiian council. The California 
Inventors Council was formed when the Department 

of Commerce at San Francisco asked a group to get 
together. John Davies of the u.S. Department of 
Commerce and Betsy Sakata of the Uni vers i ty of 
Hawaii will help start a council in Hawaii. I 
hope Hawai i an inventors wi 11 form some kind of an 
organization to continue where this conference 
lea ves off. I recommend that an independent group 
be formed on the Island with other groups as 
consultants if need be. I have some magazines and 
brochures from inventors groups that I will make 
available to the participants. 

If you need help with your particular "thing," 
don't hesitate to talk to the speakers after they 
are off the podium and they will help you. These 
speakers were picked because they are the kind of 
people who can relate to you and to whom you can 
also relate. 





Two Ideas-Both Worth a Million Dollars 
ROBERT G. MERRICK 

Robert C. Merrick is president of Merrick Industries, Inc., which specializes in new product marketing, adver
tising, and public relations. He is president of the California I nventod Council and has successfully developed 
and marketed his own inventions. 

I have been invited to speak on this program 
because I am an inventor and have commercialized 
at least a few of mY inventions. I am also here 
representing the California Inventors Council. 
The California Inventors Council is a non-profit 
all volunteer organization. We have no paid staff, 
and are dedicated to the proposition that inven
tors need information. They need information about 
what to invent, how to go about inventing, how to 
protect their ideas and inventions, how to adver
tise and promote, how to sell the product, and 
perhaps how to license and collect royalties on 
patented inventions. The California Inventors 
Council has a Newsletter which is issued quarterly. 
Our fee is $10 a year, which entitles members to 
the Newsletter and our other mailings. 

We of CIC were instrumental in creating legis
lation in the State of California that protects 
the individual inventor from some of the marketing 
development companies that have been taking inven
tors' money and giving them a lot of hope and 
nothing more. These companies must now disclose 
their track record to inventors in California. 
State law requires such companies to reveal to new 
customers how many past clients they have helped 
to at least recover the fees paid. One company 
operating in California has taken money from 30,000 
inventors and has stated in writing that they have 
helped only eight. Yet this does not deter new 
clients. I spoke to one inventor who is still 
willing to pay for their services because he feels 
that they are going to make him a millionaire. 

I would like to find out how many of you are 
at the very early stages of inventing, perhaps 
where you are just thinking about it. Is there 
anybody at that point? Looks like about 15 or 
20%. How many people actually have an idea that is 
far enough along that it is committed to writing? 
About 30%. How many people have made a working 
model or prototype of their invention? About 35 or 
40%. How many people have actually sold any pro
ducts coming out of their invention? 10%. How 
many people are making a living out of something 
you have invented? About 2%. 

First, since I am going to discuss marketing, 
I will tell a story about a marketing situation 
that confronted a canner in Seattle about 40 years 
ago. One season the cannery had a problem. The 
fish moved north, so the company had to fish near 
Alaska. The salmon there were not the familiar 
pink color, but had white meat. The company had 
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tons of it from the catches. They printed up some 
labels showing a picture of the salmon (a table 
serving) which was white, not pink. When they 
market-tested it on the shelves of grocery stores, 
they found out quickly that people were not buying 
because they expected the salmon to be pink, but 
the label showed it was white. Luckily the company 
had not put all the labels on the other cans, just 
the test portion. But they still didn't know what 
to do. So they hired a consultant who charged 
them $50,000 and said he would only collect if they 
sold all 10,000,000 cans of salmon that were in 
inventory. The company gladly paid the $50,000 
when they wold all the salmon. The solution to the 
problem was to run the labels through the printing 
press again, adding one phrase underneath the photo 
of the white salmon. It said, "Guaranteed not to 
turn red in the can." That is supposed to be a 
true story. 

My topi cis, "Two ideas, both worth a mi 11 i on 
dollars." I would like to qualify the title by 
stating that an idea is worth a million dollars 
if you can, over a period of time, sell a million 
dollars worth of a product based on that idea. 
Fortunately, I have been blessed with two dis
coveries that have achieved this--one has earned 
just over a million and the other several million. 
I will present a case history of how these ideas 
came to mind, how I developed them, and how some 
of these things can relate to inventors' needs. 

The first idea I had related to mY military 
background. When I was in the Navy, I noticed 
that military pay was very complicated. No one 
really knew how much money he would get in his 
pay check. If he knew the net figure he did not 
know the gross figure. There were about 10 kinds 
of military pay--basic pay, quarters, uniform al
lowance, sea-pay and so forth. After checking, I 
found that no one had ever collected all this data 
and put it into a compact format. I was working 
for a transistor manufacturer shortly after the 
invention of the transistor and it was my job to 
do publicity announcements and advertising about 
new products in the transistor and semiconductor 
field. One of the things I was asked to do was to 
come up with a paperboard slidechart which con
tained data like a short-form catalog, of a group 
of electronic components. It worked like a slide 
rule. First, each part number was displayed, fol
lowed by the performance and the various parameters 
of those parts. This gave me an insight into how 
slide charts were made. I had to find a manufac-



turer, get the design and the graphics done, and 
estimate the cost. I found that after the artwork 
was done, I could get these made for about 15 cents 
apiece. Electronic information appeared on the 
first one I developed. 

Later, I de~eloped the idea that was in the 
back of IT\Y mind for mil itary pay. Instead of part 
numbers I put rank insignia and pay grades in one 
co 1 umn and put all the appropri ate kinds of pay on 
display. I called it "PayRule." It shows that the 
basic pay for a top sergeant with 10 years of ser
vice is $1120, and if he is married with dependents 
he gets another $255. If he is at sea he gets 
another $22.50, and so on. 

My idea was that with three million people in 
the uniformed services at the time, I could charge 
$1.00, and if I only sold to 10% of the servicemen 
I could make a nice side income. The only thing I 
overlooked was that at the time, the pay for the 
military was at the poverty level. The last thing 
a G. I. needed was to give me $1.00 to be reminded 
how little money he made! I found this out by 
running ads in Army-Navy Times. The only people 
sending me a dollar were those who worked around 
the military and needed this information, such as 
used car salesmen, real estate people, insurance 
salesman and so on. There I identified IT\Y market. 
It was not the three million people with no money, 
it was the business people who could buy this and 
write it off as an expense. 

Another market I uncovered was composed of 
recruiters and career counselors in the service. 
When a prospect came into the recruiting office and 
asked about the pay, the recruiter didn't have to 
look on the side of a file cabinet at a newspaper 
clipping to find the appropriate pay rate. Here 
they had the complete story. The second market was 
the one that I thought was really good--selling 
directly to the government, in quantity, for re
cruiting and re-enlistment use. 

I was working for an advertising agency at 
the time and had an opportunity to go to the East 
Coast on business. I took a week and went to 
Washington, D.C., to call on the Pentagon. The 
Pentagon is a fantastic building. Some 35,000 
people are working there under one roof. In the 
lobby there is a huge reception desk with tele
phones and big thick telephone books. A vendor 
could locate somebody by looking in the phone book 
and calling an office to ask if he could come up. 
I looked under reenlistment, recruiting and so 
forth, and found a manpower office that dealt with 
enlistment. I decided not to call ahead because 
I was only going to be there a few days, and I 
did not want to be told to come back next week. 

As I entered the office, a major was on the 
telephone. He motioned for me to sit down next 
to his desk. As I sat there, I heard him saying, 
"So you are having a hard time getting this quali
fied person to re-enlist? Did you tell him about 
the new pay raise we just got, and did you explain 
what that means in terms of his future? And what 
about the re-enlistment bonuses--you know, this is 
new. You had better get that information to him." 
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Then he hung up the phone, turned to me and 
sai d, "Now my good man, what can I do for you?" 
And I said, "I think I can do something for YOU, 
based on what I heard you say on the telephone." 
As we talked, I discovered that he was interested 
in giving a PayRule to each of the 300,000 men 
who were eligible for reenlistment each year. 

I went home and put together a proposal, and 
sent him pricing from 100,000 up to 300,000, find
ing out from my manufacturer what this would cost. 
Having had business experience, I knew that if I 
were selling these for $1.00 and he wanted to buy 
a whole carload, he would not pay more than a few 
pennies apiece, but I could still fit a profit in 
there. 

I submitted my proposal. Nothing happened and 
months went by. Finally the major called to tell 
me that he was ready to order. I took some time 
off and went back to confer with Army headquarters. 
They didn't want exactly what I had. They wanted 
to revise it, so I came up with another proposal, 
and about six months later I had a government con
tract for 300,000 PayRules. 

I was in business for two years before I had 
the government contract on this. But then, I found 
out that with some of the profits from that one 
order, I could expand my business and make PayRules 
for the Navy, Marine Corps, Coast Guard, National 
Guard, all the Reserve Branches, and Civil Service. 
I preferred to do that rather than pay tax on the 
profits. I told myself that if I could get one 
more order of this magnitude, I would quit my job 
and go into this type of business. Within a year 
I had another order and did quit my job. 

I ended up with a catalog that had 21 dif
ferent pay charts. I could go to Washington and 
call on all the military branches, and I would be 
successful in selling to almost all of them in 
various quantities. Some of the branches bought 
only 10,000. But that was fantastic, because I had 
invested IT\Y money on the speculation that they 
would buy. Coincidental with this was the elim
ination of the draft. The services were buying Pay 
Rules for recruiting. With the all-volunteer armed 
services program, a recruiter had a bigger job. 
The PayRule turned into a pretty good product. It 
is still going--we sell to the Air Force Reserve 
and the Navy, but every sale is a new situation. 
I have someone new to talk to every year, and 
budgets go up and down. So that is one idea, 
which I copyrighted for protection. 

The other product is a simpler idea yet 
and the rewards were far greater. While speaking 
to one of my PayRule customers, I was wearing a 
metal watchband calendar. He asked if I could get 
him a price on 5,000 or 10,000 of them. At that 
time they had been on the market for about five 
or six years. Many companies were making them. 
My business was set up so I could act as a dis
tributor; I did a source survey and found out that 
there were about 35 companies making metal watch
band calendars. I was impressed, because I thought 
only two or three firms were making them, but that 
was not the case. I got prices from a good number 
of manufacturers, went back to my customer and gave 
him the prices. I found out that the best deal 



I could get him was about 35 cents a set, which was 
high. He was not interested because the price was 
too high. He suggested that I develop a better, 
cheaper watchband calendar. 

When I got home I worked on various solutions. 
I worked on different kinds of metal that could be 
stamped out faster and cheaper, and different ways 
of reproducing calendars on the metal, but it was 
very difficult, and I felt that I could not compete 
with everyone who was already in the industry. I 
looked into pressure-sensitive labels, and thought 
that perhaps a pressure-sensitive label made out 
of foil could be put right on the watchband. 

Then one day I was watching a baseball game 
on TV. During the game, the scores of other games 
were superimposed over the action of the game. I 
had an idea--it is gOing to be a clear label that 
will go right on the watch dial. What they were 
doing on TV proved that people can be exposed to 
two different images at the same time and take 
their pick--focus on the action on the field or 
focus on the graphi cs--what is called the "super." 
The public, by watching TV, was used to doing this 
already, although at that time no one had ever put 
anything on the dial of a watch. 

I immediately made a prototype. Taking a 
piece of Scotch tape, I put it on my watch dial, 
took some india ink and drew the calendar on there. 
I wore it for a few days, just to see if I would 
use it and to see what happened. The most 
interesting thing was that I did use it. I was 
prejudiced--I thought it was a great idea. People 
woul d say, "Hey, what's that on your watch di a l? 
You have something on your watch." I didn't get 
too many encouraging reactions, but it was enough 
to tell me this was an advertising specialty pro
duct because people noticed it, asked about it, 
and talked about it. 

I was optimistic enough to put some money in 
it. It costs relatively little to invest in a 
pressure-sensitive label. I felt that the label 
would be very easy to copy and that I needed to 
protect the idea. I called an attorney and the 
first thing he told me was that you can't patent 
a calendar. I explained that I just wanted to put 
"Patent Pending" on it and he told me to file a 
patent application. He charged me a fair price 
and we went over the application together. As he 
got into it, he said "I think you have something 
here that could be patented. It didn't occur to 
me at first but I think you do." 

This is a combination of two ideas, a watch 
and pressure-sensitive label, neither of which I 
had invented, but I managed to combine into a new 
invention. The application sailed through the 
Patent Office, and in six months I owned a regis
tered patent. Meanwhile, I had some marketing 
experience on the product, and orders were coming 
in. It happened slowly, and the product was being 
gradually improved. The first ones I did were not 
very good and did not hold up well. 

Now let's talk about your product. If it 
lends itself to the advertising specialty industry, 
and can be imprinted with an advertiser's name, it 
may have a valuable market. This was the main way 
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in which I marketed the watch calendar. Instead 
of selling them individually, I sold them to 
companies that would buy 100, 1,000, or 10,000 vlith 
their advertising on it and give them away to their 
customers. This is a much better business than 
trying to sell a product one at a time. If your 
product will lend itself to that, I suggest you 
contact the Advertising Specialty Institute in 
Philadelphia. This is a clearing house for all the 
manufacturers in this industry. There are about 
1,100 companies that make pens, pencils, lighters, 
book matches, napkins--a spectrum of products that 
are i mpri nted and gi ven away by advert i sers. The 
distributors, who are the sales arm of that indus
try, have salesmen call on customers who buy in 
quantity. There are about 3,300 distributors in 
the United States, with several in Honolulu. This 
is a highly organized industry that can be reached 
by you with your product at a relatively low cost. 

First, send the Advertising Specialty Insti
tute a publicity release, photograph and caption. 
Chances are that they will print it for nothing. 
Then, if you have success with that little test and 
get a good response, you may want to pay for some 
advertising, such as Consolidated Catalog sheets. 
For about $500 the Institute will take a color 
photo of your product and print it in a catalog 
with a circulation of 30,000. 

Banks often advertise that if you open a new 
account of a certain description, they will give 
you a free gift. It is not imprinted, it is just 
a gift. If your product lends itself to that, you 
can sell it as a "premi um." The toughest th i ng 
is to get a new product on the retail market. 
However, if you can go to a premium buyer who 
thinks you have a good product he may ask how much 
20,000 of them would cost. You can give him an 
excellent price and make a very nice profit in a 
single transaction. 

Many people try to get a product in the retail 
market, which is fine if one succeeds. If you can 
crack that retail market, you will do well--there 
is no question about that. But I can guarantee 
that it is extremely difficult. We have been 
working for five years trying to get the watch 
calendar on the retail market, and we have sold to 
2,000 different stores along the way. But in order 
to get a re-order we must have salesmen who are out 
there noticing the display is empty, and writing 
the order for the store. Another option is to 
hitch on to a larger line of products, making it 
a routine matter to compile a combined purchase 
order. Most retailers do not want to write 
thousands of purchase orders per month. We are 
just one company with one product, and as it stands 
now they have to write us a separate purchase order, 
which is just not practical. We are working on ways 
to either "pi ggy-back" our product with another 
line, or get a distributor to carry our line and 
stock it, so that multiple purchase orders are not 
necessary. 

At the March 1978 California Inventors Confer
ence in San Francisco, one of our speakers was the 
advertising and promotion fellow behind the Pet 
Rock. He told about how they got that marketed in 
the retail stores. It was a series of promotions 
and publicity done by people very adept in genera-



ting public awareness of products and attracting 
the buyer's attention. The buyer has to be sold. 
If the buyer is from a department store, he must 
sell the product unless he has a returnable deal 
with you. The point is that you can get a product 
in the stores, if you can convince-the buyers that 
you have got some advertising and publicity behind 
the product. The Pet Rock product had instant 
publicity because of its novelty. It was in Time, 
Newsweek and all the newspapers. The marketi~ 
people were feeding all this information to the 
papers. They did it, it didn't happen by itself. 
They sold over a million Pet Rocks. This is a 
good example of how something can be marketed as 
a novelty. 

It is important to know the difference between 
the advertising and the editorial sections of a 
magazine. When I first found out about this, it 
was very enlightening to me that any magazine or 
newspaper is half editorial and half advertising. 
The editorial is material that the publication 
generates, which is the job of their reporters and 
editorial staff. The non-editorial material is 
provided and paid for by the various advertisers. 
If you are trying to sell something, and don't want 
to pay for an ad, you can approach the editorial 
side. This does not have to be done in person; 
you can do it through the mail. Take a photograph 
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of the product, run 100 prints of it, and put a 
caption on each photograph. Then write a release 
about your product describing all its benefits and 
keep it very brief and factual. Next, write a 
cover letter to the editor and mail the package to 
any magazine that might conceivably be interested 
in your product. 

You may be surprised at the magazines that 
accept the release for publication. Pick any 
field, and if you have done your homework at the 
library, you have found three or four magazines 
operating in that field that you did not even 
know about. Send them all the release package. 
One of the sources of this information is Bacon's 
Publicity Checker. This is a listing of every 
trade magazine and newspaper published in the 
United States and it costs $95. The libraries do 
not have them, but you can get one from a publicity 
agency by asking them if you can have last year's 
edition. I have done that with some success. If 
your product is a gift item, look under "gifts" for 
a list of every magazine that publishes editorial 
items about new gift products. It will also give 
the name of the editor, the circulation of the 
magazine, and whether or not they want photographs. 
With that you can send a personalized letter to 
that editor by name, and try to get your product 
publicized. 



Department of Commerce IN ational Bureau of Standards 
Energy-Related Inventions Program 
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George P. !-ewett is chief of the Office of Energy-Related Inventions of the National Bureau of Standards, 
Washington, D.C. He is in charge of the evaluation of the inventions submitted to the U.S. Department of 
Energy's Energy-Related Inventions Proiect. 

Recently, I was in Boston giving a talk to a 
group of inventors. I was there to describe the 
NBS Program to a new inventors' organization formed 
in September 1977--the Inventors Association of New 
England. One of the first things I did when I 
took on my job as chief of the Office of Energy
Related Inventions (OERI) in April 1975, was to 
find out how many independent inventor organiza
tions there were in the country. I could locate 
approximately eight. And, just to support the 
words of previous speakers, and to encourage 
formation of new inventor organizations in Hawaii, 
I would like to say that now there are at least 12 
inventors groups. We at NBS feel that these groups 
do a good job for inventors, and would very much 
like to see an inventors' organization in Hawaii. 

Today I will discuss a new government service 
for individual inventors--a very significant and a 
free service which was mandated by Congress in 1974. 
It is a Department of Energy (DOE) program in which 
the National Bureau of Standards (NBS) was given 
a very specific role (see Figure l). On December 
31, 1974, a law was passed which defined the re
sponsibilities of the then-existing Energy Research 
and Development Administration to conduct a com
prehensive program relating to energy technologies. 
In Section 14 of that bill, Congress did a very 
significant thing on behalf of independent 
inventors. They recognized that many important 
technological innovations have come from individual 
independent inventors. The Section 14 directive 
was intended, specifically, to ensure that the 
potential contributions of the independent inventor 
would not be overlooked in the quest for solutions 
to energy-related problems. 

The role of evaluation was assigned to the 
National Bureau of Standards primarily because NBS 
had done something similar for many years. During 
World War II, a group was formed to evaluate 
inventions that were war-related. Over a period of 
about six years, the group within the Department 
of Commerce screened some 300,000 ideas submitted 
by individual citizens for use during the war. 
That organization was later transferred into the 
National Bureau of Standards. With that organiza
tion, which was called the Office of Invention and 
Innovation, was associated the National Inventors 
Council. (The Office of Invention and Innovation 
was phased out about the time that OERI was formed.) 
One of the reasons that the Bureau of Standards 
has the job of evaluating energy-related inventions 
is that we had done a good job previously, and had 
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NBS LEGISLATIVE MANDATE 
FEDERAL NONNUCLEAR 

ENERGY RESEARCH AND DEVELOPMENT ACT 
OF 1974 

(Enacted Dec. 31, 1974) 
(Section 14) 

"THE NATIONAL BUREAU OF STANDARDS SHALL 
GIVE PARTICULAR ATTENTION TO THE EVALUATION 
OF ALL PROMISING ENERGY-RELATED INVENTIONS, 
PARTICULARLY THOSE SUBMITTED BY INDIVIDUAL 
INVENTORS AND SMALL COMPANIES FOR THE PURPOSE 
OF OBTAINING DIRECT GRANTS FROM THE ADMINI

STRATOR. THE NATIONAL BUREAU OF STANDARDS 
IS AUTHORIZED TO PROMULGATE REGULATIONS IN 
THE FURTHERANCE OF THIS SECTION." 

PL 93-557 

Figure 1 

the necessary expertise in a large variety of 
scientific and technological areas. 

Another reason for the assignment is the 
ability of NBS to be more objective in that, being 
a part of the Department of Commerce, NBS is not 
involved in the programmatic considerations of 
the Department of Energy. The Department of Energy 
has the very significant responsibility of bringing 
forth new technologies that will help resolve the 
national energy crisis. Accomplishing this in
volves the outlay of great amounts of money, 
which requires very well structured planning and 
budgeting. Through other Department of Energy 
programs, large amounts of money have gone, and 
will continue to go, to a number of large companies 
throughout the country. However, this program is 
designed to make sure that independent inventors 
and small businesses also have an entree to insure 
that some of the available funds come to them. 
This will give them the opportunity to contribute 
to resolving the energy crisis. 

The language in the legislation that set up 
the OERI program is noteworthy. First of all, we 
are to give particular attention to the individual 
inventor and the small company. We have taken 
this to mean that we have to pay specific regard to 
the problems and needs of the independent inventor. 
This translates to very mundane things like mini
mizing the amount of paper work that is required 
to get an invention' described and forwarded to us 



for evaluation. We rely a lot on telephone 
contacts with the independent inventors for 
discussions to supplement their disclosure material 
and to explain the technical details of our evalua
tion results. A large company has many resources 
available to it which a small inventor does not, 
and we take this fully into consideration. 

Before I go further, I would like to explain 
how the National Bureau of Standards functions in 
the Department of Commerce. (See Figure 2.) There 
will be other representatives of the department 
speaking to you, and I would like to make one point 
clear. The National Bureau of Standards is not 
a part of the Patent Office. We both report to 
the same Assistant Secretary for Science and 
Technology, Dr. Jordan Baruch. There are Depart
ment of Commerce field offices in some 66 locations 
throughout the country and they have been a strong 
help for the cause of independent inventors, as 
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Norm Parrish and Bob Merrick have indicated. These 
offices are part of the Assistant Secretary's 
Office for Domestic and International Business. 
There are various features of the Department of 
Commerce that are concerned with the cause of 
the independent inventor and small business 
company. I would like to distinguish the three 
organizations that are specifically represented 
here today. 

The National Bureau of Standards has been 
in operation for quite a long time. It is our 
oldest national laboratory and probably one of 
the greatest resources for scientific and tech
nological advancement in the country. There are 
about 3,000 people at the bureau, of which 2,000 
have scientific and engineering degrees. The 
bureau's offices are located in Boulder, Colorado, 
and Gaithersburg, Maryland, which is about 25 miles 
northwest of Washington, D.C. 

U.S. DEPARTMENT OF COMMERCE 

TO FURTHER THE NATION'S INDUSTRY AND COMMERCE CONSISTENT 
WITH CONSUMER AND ENVIRONMENTAL NEEDS 

SECRETARY 
UNDER SECRETARY 

Assistant Secretary National Bureau - Science & Technology of Standards 

Administrator Patent - NOAA r-- Office 

Assistant Secretary Office of - for Tourism r--
Telecommunications 

Assistant Secretary National Technical - -for Maritime Affairs Information Service 

Assistant Secretary - for Economic Development 

Assistant Secretary - for Economic Affairs 

Assistant Secretary 

- for Domestic and 
International Business 

Figure 2 



NBS is organized in two basic laboratories: 
the National Measurement Laboratory, which con
tinues to do the same job for which the bureau 
was created in 1901; and the National Engineering 
Laboratory, which is doing much work in applied 
technology for many of the other government 
agencies. Programs such as the labeling of energy
efficient appliances are part of one of the major 
organizational units within the National Engineer
ing Laboratory, called the Center for Consumer 
Product Technology. Our Center for Building 
Technology, which is concerned with developing 
standard methods of measurement in various areas 
associated with the building industry, is also 
located within the National Engineering Laboratory. 

I will present a detailed discussion of the 
evaluation process, as well as some statistics 
and results of the program to date (see Figure 3). 
There are three basic questions that we address. 
First, will the invention work? Second, will it 
save energy? And, thi rd, what are the chances that 
it can eventually get into the market and be util
ized as an energy saver? These three questions 
are extremely difficult to answer. 

Of prime consideration is the cost of evalu
ations. We are receiving inventions now at the 
rate of about 20 a day, and we have handled better 
than 8,000 since the program was started three 
years ago. The budget for just handling and evalua
ting the inventions is $1.5 million, but to handle 
this number of inventions, and give them the proper 
attention that each deserves, takes every cent of 
that. DOE has a separate budget that provides 
support of the inventions that the OERI recommends 
to them. 

Our evaluation process is characterized by a 
series of steps of which the two principal steps 
are in the actual evaluation of the invention. We 
call them first-stage evaluation and second-stage 
evaluation (Figure 4). The first stage consists 
primarily of a technical screening to determine 
whether or not the invention has promise--that is, 
to see if it is in keeping with the state of the 
art, if it will save energy, if it will work, or 
if it is commercially feasible. We do not rely on 
one individual evaluator for input to help in our 
decision regarding an invention. Generally, we get 
two and sometimes three or more opinions by quali
fied engineers or scientists in the field before 

EVALUATION CRITERIA 

1. TECHNICAL VALIDITY 

• WILL IT WORK? 

2. ENERGY SAVING POTENTIAL? 

POTENTIAL VALUE? 

• I F USED, HOW MUCH WI LL IT SAVE? 

3. PROMISE? RISK? 

• WHAT ARE CHANCES OF REALIZING VALUE? 

• COSTS? MARKETABILITY? PRACTICALITY? 
COMPETITION? BARRIERS TO UTILIZATION? 

Figure 3 
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EVALUATION PROCESS 

1st STAGE - SCREEN 

• 1-2-3 INDEPENDENT TECHNICAL REVIEWS 

• SENIOR TECHNICAL EXPERTS 

• STATEMENT OF OPINION BY EVALUATOR 

• THOROUGH REVIEW/CURSORY DOCUMENTATION 

• LOW COST $20-$120 PER REVIEW 

2nd STAGE· EVALUATION 

• ANALYSIS AND VERIFICATION OF CLAIMS 

• ADDRESS EVALUATION CRITERIA IN DEPTH 

• DEVELOP INFORMATION AND DATA 

• FORMULATE RECOMMENDATION 

• DOCUMENTED EVALUATION REPORT 

• COST: $500-$5000 PER EVALUATION 

Figure 4 

we come to a decision. Our evaluators are people 
who are selected on the basis of their expertise, 
and who we know are well qualified. 

The first stage is a technical screening to 
determine if the invention has sufficient promise 
to spend additional funds on a more detailed and 
a more thorough evaluation. The second-stage 
evaluation is really performed as a precursor to 
recommendation. We make the assumption that if 
the invention has promise, as determined in the 
first stage, it is quite likely to be recommended 
to the Department of Energy for support fundi flg. 
In preparation for that, we attempt in the second
stage evaluation, to develop a package as guidance 
for the Department of Energy about the type of 
support they might provide. 

When we receive an invention disclosure, the 
first thing we do is to review the paper work 
that the inventor sends in (Figure 5). This is 
called Disclosure Review and Analysis (ORA). Our 
evaluation is based solely on a written and/or 
pictorial description of the invention, including 
data and calculations furnished by the inventor. 
We do not accept rnodels; we do not perform tests; 
we are strictly concerned with analyzing and coming 
to a decision on the basis of the invention dis
closure and the supporting statements and data 
that are provided by the inventor. In second-stage 
evaluation, our evaluators may visit the inventor 
to examine his invention. We may ask him to run 
a test for us and repeat some of the data--that 
is, develop some of the data that he presented 
initially in his disclosure. Our contractors and 
second-stage evaluators are encouraged to interact 
technically with the inventor. 

At this point in the evaluation (ORA and first 
stage), all we work with is the paper that the 
inventor provides. To be responsive to the needs 
of the inventor, we must assure him that we will 
keep his invention confidential--that we will safe
guard his proprietary rights. We will make sure 
that the people who evaluate it do hot have a 
conflict of interest that would compromise their 
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EVALUATION PROCESS 

INCOMING MAIL 

INQUIRIES 
AND 
MISC. 

INVENTION 
DISCLOSURES 

I 

DISCLOSURE REVIEW 

UNACCEPT AB LE ACCEPTABLE 

EVALUATION: 1st/2nd STAGE 

• CONTRACTORS (9) 
e CONSULTANTS 

• OERI STAFF (6) 

-.... , 
RECOMMENDED EVALUATIOr\l",:J-___ ........ 

14-----------1.. ... CONTR9J.,..----
REJECTED ..... , _-- _--

• NBS STAFF 
• OTHER AGENCY 

CORRESPONDENCE 
OUTGOING MAIL 

OERI STAFF EVALUATION 
e REVIEW 

8 DECISION 
III ROUTING 

t NBS ----- ------------------t-----.--------------------
RECOMMENDATIONS I ERDA 

----~------- 1 
OFFICE OF , 

INDUSTRY RELATIONSI-___ +-! TECHNICAL 
PROGRAM 

AREAS ERDA ACTION TO 
SUPPORT OR NOT 

SUPPORT 

Figure 5 

evaluations. We accomplish this with a rigid 
security program. When we have determined that we 
have something which is acceptable for evaluation, 
we will extract the technical material from all 
materials submitted. At that point, we will put 
it in a separate folder, give it a control number, 
track its processing from point to point, and keep 
a firm record of progress. All the material that 
we receive is kept in locked cabinets and has 
restricted access. Only the people within OERI, 
those who have administrative responsibility, or 
our contractors will have an opportunity to review 
the disclosures. Once we have accepted the inven
tion for evaluation it will normally go to one of 
five different types of evaluators. By this I mean 
someone on the OERI staff, and individual consul
tant such as Norm Parrish, one of eight contrac
ting firms now doing evaluations, another member of 
an NBS program, or some other government agency. 

Generally, when we receive disclosures, we 
send them out in groups of 10 or 20 to one of our 
contractors, who will do a first-stage review. 
When they come back to us (following the arrows 
through the Evaluation Control box on the slide), 
a senior OERI staff member examines each one in 
the light of the comments made by the contractual 
evaluator. Then a decision is made as to where it 
should go and what type of expertise is required. 
The disclosure will then be sent to an individual 
consultant or to one of the other types of evalua
tors for another first-stage review. Upon comple
tion of the second first-stage review it will be 
looked at again by a staff evaluator. A decision 
will be made as to whether it should go into 
second-stage evaluation, be rejected, or whether 
additional information or another first-stage 
review is needed. 



What happens to these inventions when we re
commend them to the Department of Energy? As 
of March 1977, the Department of Energy provided 
funds in the nature of grants or contracts on 11 
inventions, and the total amount provided is close 
to $1 million. Since these figures were put to
gether,I understand two other inventions have 
been funded. Therefore, the total amount funded 
is well over $1 million now. At present, there 
are 14 other grants or contracts in procurement so 
that out of the 55 inventions recommended earlier 
in the program, there are about 33 that will re
ceive some form of positive support. Only two have 
been rejected by the Department of Energy, and I 
understand that there is one being rejected or 
withdrawn from the program. In any case, there is 
money for the independent inventor in this program. 

The majority of the money is being furnished 
in direct grants to the inventor or small company 
with which he is associated. These grants have 
ranged from $30,000 to almost $200,000. This is 
direct and positive assistance, and the intent of 
the program is to continue to expedite this form 
of support to the independent inventor. The total 
support funds that are available in fiscal year 
1978, which ends in September 1978, is $1.8 million 
and DOE has expended better than $1 million already. 
There is a supplemental request to furnish support 
for the additional inventions that we predict, on 
the basis of our statistics, will be forwarded by 
the end of the fiscal year. Of course, all support 
money comes out of the Department of Energy budget 
as do the direct support funds. The funding is 
being provided, and the program does look rela
tively bright on that basis. In effect, after 
three years of experience, we finally have things 
operating on an almost routine basis. We have the 
pipeline basically full, and we can expect to 
continue to provide funds to independent inventors 
and small companies. 

There are two other ways in which the Depart
ment of Energy can support the efforts of the 
inventor. One is by assisting him to market his 
invention or put together a business plan. The 
other is by funding a test for further detailed 
evaluation and technical assistance, for example 
through one of the national laboratories. But, in 
most cases, and the intent where at all possible, 
is that direct grants or contracts will be provi
ded. 

We have received many inquiries from people 
with venture capital and those who are entre
preneurs looking for new products. They are very 
much interested in our list of recommendations. 
These inquiries are forwarded to the Department of 
Energy. 

If the invention is rejected, or if it has 
been described as unacceptable during disclosure 
review and analysis, we send a letter to the inven
tor informing him of the basic reasons for our 
decision. In many cases, we will encourage him to 
telephone us for further details. However, on the 
basis of the first-stage review, we do not give a 
detailed technical critique. Keeping costs of 
evaluations in mind, the instructions to our first
stage evaluators are that they will spend anywhere 
from one-half hour to ei ght hours in revi ewi ng a 
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disclosure, but no more. What we are looking for 
at this point is an opinion only, and not a de
tailed technical review of what is wrong with the 
invention. We are principally interested in 
identifying those inventions with promise, and in 
first-stage evaluation this is about all that can 
be accomplished. 

We are willing to spend up to $5,000 on a 
second-stage evaluation to make sure that we have 
a detailed report. If we do reject the invention 
after the second stage, a copy of the second-stage 
report will be provided to the inventor. 

At the time that we identify something as 
having promise and ready for second-stage evalua
tion, we will contact the appropriate technical 
program area within the Department of Energy and 
inform them of a potential recommendation. We do 
this to get their comments, and to get information 
on the most current research and development, any 
procurement actions currently going on, and other 
related matters. This is the beginning of our 
interaction with the Department of Energy with 
respect to a potential recommendation. We send our 
recommendation to the DOE Division of Business Pro
grams, which is part of the Assistant Secretary's 
Office for Intergovernmental and Institutional 
Relations. This is significant in that it is not 
within one of the technical program areas. The 
Division of Business Programs operates with funds 
that are provided by the technical program area. 

I would like to give some statistics on our 
processing to date (Figure 6). Less than half of 
the inventions we review (46%) are accepted for 
evaluation after disclosure review. Of those that 
complete first-stage evaluation, some 88% are 
rejected. Of those that completed second-stage 
evaluation, there are 143; the number of inventions 
that have been recommended to the Department of 
Energy, as of the end of February 1978, was 55 
(Figure 7). As of the end of December 1977, we 
have received from the State of Hawaii only 17 
evaluation requests. We have received about four 
or five more since then. One of the reasons I am 
here today is to encourage more inventions from 
Hawaii. None have been recommended to DOE. 

Out of all the applications we receive, 46% 
are accepted for evaluation, 12% get into second
stage evaluation, and 38% are recommended to the 
Department of Energy after completing second stage. 
By multiplying those three percentages together, 
the probability of getting an invention through the 
process and recommended to the Department of Energy 
can be determined. That number is 2%. This tells 
us that when all of the first 8,000 inventions have 
gone through the process, we expect about 160 will 
be recommended to the Department of Energy. 

I urge you to use our program. It is a free 
service which can be of considerable value to the 
inventor. We are completely unbiased and I can 
assure you that our process is fair. We are in 
business solely because there are supposed to be 
good inventions out there, and it is OERI's intent 
and objective to identify those inventions. If you 
do not send them in to us, of course we can not do 
our job. We are looking for winners, we are very 
much interested in identifying them, and we need 
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NBS INVENTION EVALUATION PROCESS STATISTICS 
THRU FEBRUARY 28, 1978 

EVALUATION REQUESTS RECEIVED I 8018 ~ 
COMPLETED INITAL 

DISCLOSURE REVIEW: 
IN PROCESS OF 

DISCLOSURE REVIEW: 
344 

NOT ACCEPTED / 767' \ 

FOR EVALUATION: ACCEPTED FOR EVALUATION: 

4153 / 3521 

COMPLETED FIRST 
STAGE EVALUATION: 

(46%) 

IN 
EVALUATION: 

901 

AWAITING 
EVALUATION: 

119 
/2501 \.. 

REJECTED AT FIRST CANDIDATES FOR SECOND 
STAGE EVALUATION: STAGE EVALUATION 

2213 / 288 

(12%) 

COMPLETED SECOND 
STAGE EVALUATION: 

AWAITING 
EVALUATION: 

28 

1"3~ 
REJECTED AT SECOND RECOMMENDED TO DOE 
STAGE EVALUATION: 55 

88 

TOTAL DECISIONS 
(REJECT, RECOMMEND) 

6509 

(38%) 

EXPECTED YIELD: 46% x 12% x 38% = 2% OF TOTAL 
RECEIVED CAN BE EXPECTED TO BE RECOMMENDED 

Figure 6 

SUPPORT ACTIONS BY DOE (MARCH 1978) your help. For you to make the best use of this 
program, I think you must realize that you have to 
give us the basic information that we need. (See 
Fi gure 8.) 

Grants or Contracts 

Business Assistance 

Technical Assistance 

Total Accepted 
Rejected' 

Still under review 

*$987,450 Total 

No. of NBS Recommendations 

Complete 

11* 

3 

15 

In-Process 

14 

3 

18 

Total Recommendations 

No. of NBS Recommendations 

Figure 7 

33 
2 

20 

55 

The application form (NBS-1019) is extremely 
simple. It requires very little information. In 
addition to the 1019 form, we need a complete dis
closure of the invention. Again, let me emphasize 
that we pay particular attention to safeguarding 
the inventor's proprietary rights. Everyone of 
our contractors, and everyone of the people in 
OERI and in other government agencies that work 
with us has to sign a statement of non-disclosure 
recognizing that the information is to be kept 
confidential. And our contractors, in particular, 
are required to sign a statement that if there is 
any possibility of a conflict of interest in the 
subject area, they will return the disclosure to 
us without proceeding further. 



In your disclosure pay considerable attention 
to describing your invention well. We do not dic
tate the format, but giving particular attention to 
your needs, we will accept the disclosure in any 
form that is convenient and suitable for you. Just 
make sure that it gives us a good picture of your 
invention, because we can not evaluate something un
less it is fully described. Most of the time when 
we have to turn something down it is because it 
is not significantly different from something that 
is already on the market or that has already been 
invented. Frequently this may be because enough 
information was not provided to identify the 
difference. Our definition of uniqueness differs 
slightly from that of the Patent Office. You 
should make clear in your disclosure how your idea 
differs from other ideas, and why it is better. 
We can do a certain amount of interpretation, but 
it is to your advantage if you point something out 
to us; then our evaluators are forced to examine 
that particular aspect in detail. 

A similar situation exists with claims of 
energy savings. We have not published a detailed 
definition as to what constitutes an energy-rela
ted invention. Almost anything can be given a 
connection with energy and its use. However, 
generally speaking, we say this: an energy
related invention is one whose introduction will 
result in increased supply of energy or more ef
ficient use of the existing energy supply. This 
can be, for example, a carburetor which will reduce 
fuel usage by 20%; or a cost reduction--for 
instance, an improvement in the manufacturing 
process in solar cells which will make them cheaper 
and thereby encourage their expanded use. Pay 
particular attention in your disclosure to de
scribing and documenting the energy savings or 
the energy relation that is involved. 

Any test data available should also be in
cluded in the disclosure. The same is true for 
any ca1cu1ations--for example, your energy savings 
calculations. Your estimate of energy savings may 
be very broad, but give us the calculations that 
are its basis in any case. It gives us a 1 itt1e 
more insight to your thinking. The better we know 
how you are thinking, the better we can evaluate 
your idea. Keep a copy of your invention disclo
sure. We only ask for one copy, but we expect 

• Application form: NBS 1019 

• Complete disclosure in English 
o Describe construction, operation, 

performance, status 
o Differs from other 
o Energy savings 
o Data and calculations 

• Send 1 copy - not to be returned 
• Don't send model - paper evaluation only 

• No fee 
• Proprietary rights carefully safeguarded 

Figure 8 
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that we will not have to return it. Do not send 
a model unless we ask for it. There may be times 
when we will ask for a sample, but in the beginning, 
do not send a model because we would just return it. 

We receive many inventions in the areas listed 
in Figure 9. I think we have received over 500 
internal combustion engine designs of various types 
--rotary, reciprocating, and turbine. Some involve 
major modifications and others, relatively minor 
changes, such as the shape of the piston. The same 
is true with carburetion and ignition systems. 
Many retrofit devices that can fit on a carburetor 
are presented, which reportedly will improve fuel 
usage. And then there are new designs for spark 
plugs and electronic ignition systems of all types. 

I do not think that there will be much occa
sion for Hawaii inventors to propose a flue heat 
recovery system design, particularly those that are 
based on home heating systems. My guess is that we 
will receive many submissions from Hawaii proposing 
to make effective use of ocean waves and ocean 
tides to generate energy. If you do address this 
area, be well aware of the state of the art and 
of the weaknesses of the systems which have already 
been designed. Make use of existing sources of in
formation, because unless you can point out to our 
evaluators how your system differs, you will not 
give us enough information to show that it makes 
an effective contribution in the energy area. 

The same holds true with wind energy conver
sion and solar heating systems. Solar heating is 
another area which should be popular in Hawaii 
particularly. We did recommend a solar collector, 
but our yield is extremely low in terms of the 
number of inventions that we have recommended in 
the solar collector area considering that they 
represent 10% to 11% of all submissions. Of course, 
this is a rapidly moving area and a lot of work 
is being done by universities throughout the 
country, by i ndust ry, and by the government. 
Therefore, it is important to pay particular atten
tion to the rapidly moving state of the art before 
you can expect to compete with other inventors--and 
there are many inventors in the country. As I 
mentioned, we have over 8,000 disclosures submitted 
by about 7,000 different inventors. So give us as 
complete a disclosure as you can, and get to know 
your subject area well if you hope to win. 

POPULAR AREAS 

• Internal combustion engine designs 

• Carburetion and ignition devices & systems 

• Flue heat recovery systems 

• Ocean waves & tidal energy conversion 

• Wind energy conversion 

• Solar heating & hot water 

Figure 9 
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The National Technical Information Service 
(NTIS) is not primarily in the business of pro
viding information to inventors. Our primary role 
is to make technical information generated by the 
government available to business and industry. 

NTIS is part of what I call the U.S. infor
mation system, which consists of three major 
categories of information organizations. The first 
category includes the national libraries, such as 
the Library of Congress, the National Library of 
Medicine, and the National Agricultural Library. 
The second category is made up of the professional 
societies, which are an extremely important compo
nent of our information system. The Chemical 
Abst ract Servi ce, the Ameri can I nst i tute of Phys i cs, 
the Engineering SOCieties, and Engineering Index 
are all important components of our national infor
mat i on system. Fi na lly, there are a number of what 
I have ca 11 ed "non-l i brary nat i ona 1 i nformat ion 
services" of which the National Technical Informa
tion Service is one. The Smithsonian Science 
Information Exchange, which handles current 
research project information, is another. The 
National Aeronautics and Space Administration 
Information Division and the Defense Documenta-
tion Center are other examples. Because this is 
a patent oriented group I should also mention the 
Patent and Trademark Office and the Patent Copy 
Sales operation as a non-library national infor
mation service. 

The basic business of NTIS is to distribute 
technical reports. We collect 70,000 technical 
report titles per year. Let me put that in per
spective. That is roughly six times the entire 
output of the U.S. book publishing industry, and 
more than ten times the number of new titles 
handled by the Government Printing Office Superin
tendent of Documents. We have, in our collection, 
over one million technical reports, over half of 
which are searchable through a computer file on 
line. NTIS makes the technical report information 
available in both paper copy and microfiche form. 

The input to the NTIS system comes from: the 
Department of Defense (32%), which represents 
essentially all of the unclassified Department of 
Defense research and development information; the 
Department of Energy, whi ch represents 24% of our 
input; NASA, with 14%; and the Department of Com
merce, which contributes 8%. Each of the other 
federal agencies is also represented with smaller 
percentages of input. Generally speaking, we have 
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all technical reports that are the result of 
government-funded research, whether the research 
was performed by a government contractor or in a 
government laboratory by government scientists. 

These technical reports are processed into a 
highly automated information system. One of the 
outputs is a series of newsletters such as Energy, 
Environmental Pollution and Control, Natural 
Resources, and Urban Technology. Other examples 
are Materials Science, Chemistry, Physics and 
Computers and Information Science. There are 26 
such categories in all. These are weekly bulletins 
that run from two to eight pages each per week and 
list all of the new technical reports that the 
government has issued through NTIS. These news
letters are a good way of keeping up with new 
government developments in a specific field. They 
do not deal with new inventions from the private 
sector, but wi th new technology that the government 
has developed and in some cases new government in
ventions. It is a way for you to keep up with what 
is going on in your particular area of interest. 

These products are not free. We are required 
to charge for our products and services. In fact, 
we are a self-sustaining operation. The users of 
our information pay for collecting, processing and 
selling the information so that the taxpayer does 
not have to pay for the benefit of an interested 
individual. 

There are other bibliographic products to 
access the information in our collection. The 
Government Reports Announcements and Index is a 
biweekly abstract and bulletin arranged by sub
ject, which lists new technical reports. It tends 
to be a library reference tool rather than an 
individual announcement, as are the weekly bul
letins. We also offer a hardbound annual index. 
This is a subject index to all of the new technical 
reports we have issued during the year arranged by 
author, contract, subject, and "corporate author," 
or organization performing the research work. One 
product that I think will be of particular interest 
to you is a Published Search. This is a search 
made of our data base, which contains more than 
500,000 technical reports, covering a particular 
subject field. We have made about 1,200 such 
searches, and have 1,200 such Published Searches 
available. They are listed in a catalog, which 
in itself is a fairly thick book, arranged by sub
ject. A current edition can be obtained simply 
by writing to NTIS. Some of the titles are: Cracks, 



Stress Crack Phenomena; Mathematical Analysis of 
Stress; Cost Engineering; Value Engineering in 
the Building Industry; Concrete Pavements; Concrete 
Highway Pavements; Computer Storage; Computer 
Storage Management; Magnetic Bubble Domains; Random 
Access Memories; and Semi-conductor Computer 
Storage. Each title is a bibliography of anywhere 
from twenty to several hundred technical reports 
that relate to that subject area. By going through 
this catalog and the related Published Searches you 
can quickly identify all of the government techni
cal information in the field that interests you. 

The same information is available in computer 
form, and can be accessed by terminal. The data 
base that we create (of the bibliographic informa
tion on 70,000 new technical reports each year) is 
made available on a lease basis to any organization 
that wishes the data. It is also leased to a num
ber of commercial vendors who provide online access 
to the data base to the public through computers. 
Lockheed, Systems Development Corp., and Biblio
graphic Retrieval Systems are the three major 
vendors in this area. The customer can gain access 
to our data base on their computers and run a 
search of the entire data base. 

NTIS gets about 2,000 orders for 5,000 reports 
each day. We receive 45 personal visits to our 
sales desks in Washington, D.C., about 500 questions 
about NTIS products, and about 60 new subscription 
orders each day. We have about 25,000 subscribers 
to our weekly announcement bulletins, a total of 
about 150,000 active customers, and 13,000 cus
tomers who have active deposit accounts with us. 
NTIS has about 450 employees, and a $22 million 
budget, of which nearly $21 million is sales income. 

Another NTIS product, which will be of partic
ular interest to inventors, is the Tech Note 
service. You may be familiar with the NASA 
Techbriefs, which are one-page summaries of new 
technology developments that NASA has made. NTIS 
has compiled a similar series of one-page descrip
tions of new technology, which we call Tech Notes. 
This includes Tech Notes from the U.S. Army Manu
facturing Technology Program, which is a $200 
million effort to generate new technology for the 
army. The best material that comes out of that 
program is written up in one-page notes, usually 
with drawings and an explanation of where to get 
more information. The additional information is 
usually available from NTIS. We prepare these 
Tech Notes for the Army program and include them 
in our Tech Note service. We also produce Selected 
Technology for Licensing, brief descriptions of the 
best government inventions available for licensing 
that are included in Tech Notes. Other material 
includes Air Force Abstracts of New Technology; 
the Bureau of Mines Newsletter; Briefs from the 
Department of Energy, put out by Union Carbide 
(the DOE contractor to Oak Ridge), and similar 
material from other agencies. In all there are 10 
or 12 agencies that now contribute input to this 
product, and this is growing rapidly--some 3,000 
summaries are produced per year. Subscriptions to 
Tech Notes are available on a subject-category 
basis so you will receive information on all of 
the new technology in electronics,for example. 
Through this service customers get information on 
the technology most likely to be commercialized, 
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as opposed to a routine technical report that a 
contractor must submit to fulfill his R&D contract, 
which mayor may not include interesting new tech
nology. The total line of NTIS products and 
services is summarized in our catalog which I urge 
you to review. 

Another NTIS program is our Government Inven
tions Program. I think this will be of particular 
interest to inventors. In certain respects NTIS, 
which seeks to license government technology to the 
private sector, finds itself in much the same posi
tion as someone trying to license an invention. We 
face a number of questions about how to promote 
technology and how to decide which inventions are 
best. I am sure these are questions that confront 
all inventors. Unfortunately, they are also very 
difficult questions and we do not have any easy 
answers. 

In recent years, there was considerable con
cern in Washington over the lack of utilization 
of government inventions. The government has an 
active patent portfolio on the order of 27,000 
inventions with 2,000 new inventions added each 
year. NTIS attempts to announce these inventions 
and, where there is some real potential, to 
actively promote and license them. In the presi
dent's 1972 Science and Technology Message, he 
called for "a new systematic effort to promote 
actively the licensing of government-owned patents, 
to obtain domestic and foreign patent protection 
for technology owned by the U.S. Government in 
order to promote its transfer into the civilian 
economy." This statement led to the creation of 
the NTIS patent program. 

NTIS has two roles in handling patent informa
tion and government inventions. One role is to 
announce all government inventions and inform the 
public that they are available for licensing. We 
refer interested prospects to the appropriate 
agency for licensing information. 

Our second role concerns those inventions that 
are assigned to the Secretary of Commerce. These 
are government inventions over which the Secretary 
of Commerce has custody. For these invent ions NTIS 
actively promotes licensing, actually handles the 
licensing, and where the quality of the invention 
warrants it, seeks foreign patent protection to 
protect the invention abroad as well as domesti
cally. We work closely with several major govern
ment agencies, soliciting their best inventions 
for transfer to the Secretary of Commerce. These 
transferred inventions then fall within our pro
gram so that we can actively promote and license 
them and, where necessary, seek foreign patent 
protection. 

The government files about 2,000 new inven
tions a year. About 1,200 of those are government 
employee inventions coming from government scien
tists and about 800 are from contractors. You may 
be surprised at the relatively small number coming 
from contractors. This is because the terms of 
many contracts permit the contractor to obtain 
title to an invention he makes in the course of 
his government contract. Of course under those 
circumstances, the government will not actively 
seek to license the invention. Out of the 2,000 
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NTIS is part of what I call the U.S. infor
mation system, which consists of three major 
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category includes the national libraries, such as 
the Library of Congress, the National Library of 
Medicine, and the National Agricultural Library. 
The second category is made up of the professional 
societies, which are an extremely important compo
nent of our information system. The Chemical 
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the Engineering Societies, and Engineering Index 
are all important components of our national infor
mation system. Finally, there are a number of what 
I have ca 11 ed "non-l i brary nat i ona 1 i nformat i on 
services" of which the National Technical Informa
tion Service is one. The Smithsonian Science 
Information Exchange, which handles current 
research project information, is another. The 
National Aeronautics and Space Administration 
Information Division and the Defense Documenta-
tion Center are other examples. Because this is 
a patent oriented group I should also mention the 
Patent and Trademark Office and the Patent Copy 
Sales operation as a non-library national infor
mation service. 

The basic business of NTIS is to distribute 
technical reports. We collect 70,000 technical 
report titles per year. Let me put that in per
spective. That is roughly six times the entire 
output of the U.S. book publishing industry, and 
more than ten times the number of new titles 
handled by the Government Printing Office Superin
tendent of Documents. We have, in our collection, 
over one million technical reports, over half of 
which are searchable through a computer file on 
line. NTIS makes the technical report information 
available in both paper copy and microfiche form. 

The input to the NTIS system comes from: the 
Department of Defense (32%), which represents 
essentially all of the unclassified Department of 
Defense research and development information; the 
Department of Energy, which represents 24% of our 
input; NASA, with 14%; and the Department of Com
merce, which contributes 8%. Each of the other 
federal agencies is also represented with smaller 
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all technical reports that are the result of 
government-funded research, whether the research 
was performed by a government contractor or in a 
government laboratory by government scientists. 

These technical reports are processed into a 
highly automated information system. One of the 
outputs is a series of newsletters such as Energy, 
Environmental Pollution and Control, Natura-l----
Resources, and Urban Technology. Other examples 
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Computers and Information Science. There are 26 
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that run from two to eight pages each per week and 
list all of the new technical reports that the 
government has issued through NTIS. These news
letters are a good way of keeping up with new 
government developments in a specific field. They 
do not deal with new inventions from the private 
sector, but with new technology that the government 
has developed and in some cases new government in
ventions. It is a way for you to keep up with what 
is going on in your particular area of interest. 

These products are not free. We are required 
to charge for our products and services. In fact, 
we are a self-sustaining operation. The users of 
our information pay for collecting, processing and 
selling the information so that the taxpayer does 
not have to pay for the benefit of an interested 
individual. 

There are other bibliographic products to 
access the information in our collection. The 
Government Reports Announcements and Index is a 
biweekly abstract and bulletin arranged by sub
ject, which lists new technical reports. It tends 
to be a library reference tool rather than an 
individual announcement, as are the weekly bul
letins. We also offer a hardbound annual index. 
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reports we have issued during the year arranged by 
author, contract, subject, and "corporate author," 
or organization performing the research work. One 
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to you is a Published Search. This is a search 
made of our data base, which contains more than 
500,000 technical reports, covering a particular 
subject field. We have made about 1,200 such 
searches, and have 1,200 such Published Searches 
available. They are listed in a catalog, which 
in itself is a fairly thick book, arranged by sub
ject. A current edition can be obtained simply 
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Storage. Each title is a bibliography of anywhere 
from twenty to several hundred technical reports 
that relate to that subject area. By going through 
this catalog and the related Published Searches you 
can quickly identify all of the government techni
cal information in the field that interests you. 

The same information is available in computer 
form, and can be accessed by terminal. The data 
base that we create (of the bibliographic informa
tion on 70,000 new technical reports each year) is 
made available on a lease basis to any organization 
that wishes the data. It is also leased to a num
ber of commercial vendors who provide online access 
to the data base to the public through computers. 
Lockheed, Systems Development Corp., and Biblio
graphic Retrieval Systems are the three major 
vendors in this area. The customer can gain access 
to our data base on their computers and run a 
search of the entire data base. 

NTIS gets about 2,000 orders for 5,000 reports 
each day. We receive 45 personal visits to our 
sales desks in Washington, D.C., about 500 questions 
about NTIS products, and about 60 new subscription 
orders each day. We have about 25,000 subscribers 
to our weekly announcement bulletins, a total of 
about 150,000 active customers, and 13,000 cus
tomers who have active deposit accounts with us. 
NTIS has about 450 employees, and a $22 million 
budget, of which nearly $21 million is sales income. 

Another NTIS product, which will be of partic
ular interest to inventors, is the Tech Note 
service. You may be familiar with the NASA 
Techbriefs, which are one-page summaries of new 
technology developments that NASA has made. NTIS 
has compiled a similar series of one-page descrip
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material from other agencies. In all there are 10 
or 12 agencies that now contribute input to this 
product, and this is growing rapidly--some 3,000 
summaries are produced per year. Subscriptions to 
Tech Notes are available on a subject-category 
basis so you will receive information on all of 
the new technology in electronics, for example. 
Through this service customers get information on 
the technology most likely to be commercialized, 

28 

as opposed to a routine technical report that a 
contractor must submit to fulfill his R&D contract, 
which mayor may not include interesting new tech
nology. The total line of NTIS products and 
services is summarized in our catalog which I urge 
you to review. 

Another NTIS program is our Government Inven
tions Program. I think this will be of particular 
interest to inventors. In certain respects NTIS, 
which seeks to license government technology to the 
private sector, finds itself in much the same posi
tion as someone trying to license an invention. We 
face a number of questions about how to promote 
technology and how to decide which inventions are 
best. I am sure these are questions that confront 
all inventors. Unfortunately, they are also very 
difficult questions and we do not have any easy 
answers. 

In recent years, there was considerable con
cern in Washington over the lack of utilization 
of government inventions. The government has an 
active patent portfolio on the order of 27,000 
inventions with 2,000 new inventions added each 
year. NTIS attempts to announce these inventions 
and, where there is some real potential, to 
actively promote and license them. In the presi
dent's 1972 Science and Technology Message, he 
called for "a new systematic effort to promote 
actively the licensing of government-owned patents, 
to obtain domestic and foreign patent protection 
for technology owned by the U.S. Government in 
order to promote its transfer into the civilian 
economy." This statement led to the creation of 
the NTIS patent program. 

NTIS has two roles in handling patent informa
tion and government inventions. One role is to 
announce all government inventions and inform the 
public that they are available for licensing. We 
refer interested prospects to the appropriate 
agency for licensing information. 

Our second role concerns those inventions that 
are assigned to the Secretary of Commerce. These 
are government inventions over which the Secretary 
of Commerce has custody. For these inventions NTIS 
actively promotes licensing, actually handles the 
licensing, and where the quality of the invention 
warrants it, seeks foreign patent protection to 
protect the invention abroad as well as domesti
cally. We work closely with several major govern
ment agencies, soliciting their best inventions 
for transfer to the Secretary of Commerce. These 
transferred inventions then fall within our pro
gram so that we can actively promote and license 
them and, where necessary, seek foreign patent 
protection. 

The government files about 2,000 new inven
tions a year. About 1,200 of those are government 
employee inventions coming from government scien
tists and about 800 are from contractors. You may 
be surprised at the relatively small number coming 
from contractors. This is because the terms of 
many contracts permit the contractor to obtain 
title to an invention he makes in the course of 
his government contract. Of course under those 
circumstances, the government will not actively 
seek to license the invention. Out of the 2,000 



inventions we start with, 120 patents per year are 
licensed, or about 6%. Therefore, there are about 
1,880 inventions that we generate, file patent 
applications on, and do not license, and this is 
what we are trying to improve with our promotion 
efforts. 

Actually, the present picture is a little 
bleaker than the statistics show because a great 
deal of the licensing done by government agencies 
is done on a nonexclusive, royalty-free basis. 
This used to mean that if you were interested in 
a government invention you could get a license 
without making any serious commitments to use the 
invention. The result, of course, was that a large 
number of inventions were licensed by the govern
ment and were never put into commercial use. There 
are 120 inventions licensed per year, but not 
necessarily used. Unfortunately we do not have 
statistics on how many are actually used. We are 
now seeking to collect those statistics, but in 
the past they have not been available. Of that 6% 
licensed, probably about 3% are used. 

There is a lot of government technology 
available in the form of patent applications that, 
to the best of our knowledge, is not really used 
in the private sector. And that is what our 
program is all about. We attempt to identify 
promising inventions. Of those 2,000 inventions, 
there are a substantial number that have absolutely 
no civilian application, and that no one in the 
private sector would want to employ--for example a 
patent on a missile or a patent on a bomb. There 
are many government patents filed primarily for 
defensive purposes so no one can claim that the 
government is infringing his patent. On the other 
hand, a great deal of government patenting is done 
on inventions that do have commerical potential. 

The government, because of its interest in 
getting its technology licensed as quickly as 
possible, does something that is a little unusual. 
In most cases when an individual files a patent 
application, he normally keeps quiet about it 
until he has a patent. The government, on the 
other hand, publishes its patent applications as 
soon as they are filed. This is done to make the 
technology known to everyone as quickly as possible 
in order to stimulate early licensing. 

The NTIS newsletter, Government Inventions 
for Licensing, lists both newly issued patents and 
newly filed patent applications. This is really 
the only source of government invention information 
at the patent application stage. This newsletter 
is a good vehicle for announcing new inventions. 
It is not necessarily effective for promoting 
licensing because those people who are interested 
in applying new technology are not necessarily the 
ones who will screen a newsletter each week. The 
more aggressive seekers of technology do, in fact, 
screen this publication every week, but it tends 
not to be a good promotion vehicle. We also 
announce the new inventions in the Federal Register 
and in the Patent Office's Official Gazette. These 
also are not terribly effective vehicles for pro
moting the licensing of inventions. 

We use various techniques to promote inven
tions. First of all we use the newsletter that I 
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described, Government Inventions for Licensing, 
and Tech Notes. We have some 13,000 subscribers 
to Tech Notes. In Tech Notes, we include the one
sheet write-ups of new inventions that we call 
"Selected Technology for Licensing." That is a 
component of the Tech Notes product. "Selected 
Technology for Licensing" reports on the best 
government inventions. We' go through those 2,000 
patent applications as they come in, pick about 
300 a year that we think have the greatest commer
cial potential, and prepare the one-page summaries. 
We mail those summaries to about 100 different 
trade magazines, mailing to each magazine the 
material that we believe is of interest to their 
readers. These magazines republish the information 
and that tends to be a much more effective way of 
reaching prospects than any government publication. 
"Selected Technology for Licensing" is a reasonable 
way of reaching the audience that we are trying 
to reach, both through the Tech Notes product and 
through other publishers. However, it still is not 
good enough. Publication alone, no matter how it 
is done, does not do the complete job. We have 
found it is necessary to get more actively involved 
with the prospective licensee. 

We have held a number of seminars, which have 
been reasonably effective. One, on a new navy
developed marine paint that has remarkable anti
fouling characteristics, has led to licenses being 
issued to 20 companies. We also held seminars in 
the bio-medical area and one in the agri-chemical 
area. We took 30 to 40 inventions that we felt had 
the most commercial potential in each area, got the 
inventors together, and invited business and indus
try to a seminar. In each case we wound up with 
about 40 to 60 attendees who paid on the order of 
$200 to attend the seminar. The seminars, although 
resulting in getting several inventions licensed, 
were not the most effective technique. This 
approach took too much staff time for the number 
of useful contacts we were able to make. It took 
several months of staff time to evaluate the inven
tions, put together the seminar, run the seminar, 
and get some 50 prospects into a room where we 
found two or three people who might have had an 
interest in one or two of the 40 inventions. 
Although the seminar approach worked, we feel it 
is not the most effective approach. 

We have now identified what we think is the 
best way to operate our program. In addition to 
the publications, whenever we get an invention that 
looks promising we research the field to find who 
is most likely to be a prospect for the invention. 
We also rely on the people who advise us about the 
merits of inventions to provide us with leads to 
prospective licensees. Sometimes there are only 
50, or perhaps only 5 or 10 companies that are 
likely to be seriously interested in the invention. 
We approach these prospects directly. We limit the 
direct approach to the companies that, because of 
their past product experience or their production 
capabilities, are likely to have an interest in 
that particular invention. We usually contact them 
by mail, but also use direct telephone contact 
where we think this is warranted. 

The key to this whole operation, of course, 
is to find the right inventions to promote. We 
cannot afford, nor would we want, to intensively 



promote all of those 2,000 inventions. Our ex
perience suggests that there might be 100 or 
perhaps as many as 400 that have good commercial 
potential, representing between 5 and 20% of the 
government inventions. Those are the ones we 
would like to promote. The key question is how to 
find which ones are worth promoting. This is a 
problem that we have wrestled with for some time. 

We ran an experiment to learn how best to 
evaluate inventions for commercial potential. What 
we tried to do was to get a number of people to 
evaluate the same invention. We started with some 
government people. We used the inventor, the in
ventor's technical supervisor, and the government 
patent attorney who wrote the patent application. 
We also used four contractors, all of whom were 
normally in the business of evaluating invention 
technology, and all of whom used slightly different 
evaluation techniques. Each invention was evalu
ated by seven different people who each had 
different orientations in looking at the technology. 
We started with 250 inventions. We used the 
government evaluations to screen out the 100 
inventions that looked least promising, and then 
the better 150 inventions went to the four con
tractors. We also had a small control group from 
the 100 rejected inventions that we included to 
make sure that we were not rejecting any good ones. 

We have now completed all 150 evaluations and 
are in the process of analyzing the final data. 
In this preliminary analysis, we found that the 
evaluations of the government people were not ter
ribly helpful. The patent attorneys tended not to 
have any opinions at all. We sent out a five- or 
six-page questionnaire with several key questions 
--the size of the market, the cost of developing 
the invention and bringing it to the market, and 
the estimated life of the invention. Most of the 
patent attorneys left all of the key questions 
blank. To a lesser extent, the same thing was 
true of the inventor's technical supervisor. The 
inventors tended to fill in all the questions. 
They tended, as you would expect, to rate their 
inventions high. Most of them thought their 
inventions were a significant breakthrough. But 
surprisingly, they tended to under rate the size 
of the market and the dollar sales volume when 
compared with the contract evaluators. They also 
tended to under rate, again as compared with the 
contractors, the amount of capital required to 
bring the invention to the market. 

All the contractors agreed on about a quarter 
of the inventions they reviewed and felt that those 
inventions had no potential. They agreed on a very 
small percentage which they felt had good potential. 
For these, three out of four contractors agreed 
that the invention had good potential and the dis
senter said he was unsure--so we could discount his 
view. Three out of four agreed that there was no 
potential, and the dissenter was unsure. If we 
take all of that together, there was reasonable 
agreement among the experts that the invention was 
either good or bad in about half the cases. For 
the other half, either there was no agreement at 
all, or there was disagreement, or the dissenter 
could not be discounted. 
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Therefore, the experts agree half the time. 
In the majority of those cases they agree that the 
invention has no potential and on the order of 10 
to 15% of the inventions they agree that it has 
potential. The other half of the time, where there 
is general disagreement, we can draw no conclusion. 
Of course, all we have done here is to compare 
rankings. We do not as yet have an objective mea
sure of inventions patented. The only objective 
measures are a) does the invention get licensed? 
and b) does it get used? Those questions take a 
long time to answer because inventions are not 
licensed quickly. We intend to take those 150 
inventions and actively promote all of the good 
ones and a small sub-sample of the bad ones to see 
what kind of results we get. Then, perhaps a year 
or two later, we will be able to determine the good 
inventions based on results. 

Now let us look at the NBS invention portfolio. 
Previously I mentioned the anti-fouling paint from 
the navy with 20 licensees. We also have a hepati
tis vaccine that came out of NIH. We now have two 
licensees for this invention. There is also an 
absorbant polymer from flour that was developed by 
the U.S. Department of Agriculture. This is a 
fantastic substance that can absorb up to 3,000 
times its weight of water. It has potential in 
many fields--absorbant diapers for infants, to 
name one. There are now about 20 licensees for 
that one. Next is a continuous coal mining machine 
which the U.S. Department of Interior developed and 
which we thought had a lot of promise. We are not 
doing very well on it because of the large amount 
of capital required to bring it from its present 
stage to a working prototype (several million dol
lars) and we have not found anybody who is quite 
that interested. The lubricant composition, which 
is a low-temperature automotive lubricant, was 
developed by the U.S. Air Force. We are just about 
ready to sign the first license agreement for that 
invention. In addition, there are two inventions 
coming out of the Department of Agriculture; one 
for the rapid dying of textiles and another for 
flame-proofing and shrink-proofing wool. From the 
Department of Commerce, National Bureau of Stan
dards, we have a sulfur additive that can be used 
to treat fabric to inhibit smoldering. A cigarette 
placed on a mattress treated with this additive 
will not start a fire. We also have a device from 
NBS called a thermosthesiometer, which measures 
temperature the way a finger feels temperature. It 
takes the conductivity of the surface into account 
and will be used by appliance manufacturers to test 
the hotness of a surface to the touch. Also from 
NBS we have a satellite-controlled digital clock 
system to give accurate time allover the world. 
From the Health, Education and Welfare Department, 
we have a number of instruments such as a radiation 
safety shield for a syringe in which radioactive 
materials are to be used. 

There are about 50 inventions in our active 
portfolio for which we do foreign filing and ac
tive promotions. Our active program began in 1974 
and in 1976 our full-scale program began with funds 
for foreign filing and authority to do licensing. 
The program has tremendous promise, and we expect 
that by fiscal year 1983 the program will be fully 
self-supporting from royalty income. 



In closing, let me return to NTIS's role in 
information dissemination and how we can interact 
with you. We are not in the business of taking 
your inventions and doing anything with them. We 
have enough government inventions to handle. We 
are, however, in the business of disseminating 
technical information. We have a number of pro
ducts that could be of value to you in researching 
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fields in which you are active. The products that 
would be most useful are the weekly abstract bul
letins in your subject field, the Tech Notes in 
your subject field, and our Published Searches, 
which permit you to easily gain access to all of 
the technical reports in your field of interest. 
We look forward to helping you. 





The Patent and Trademark Office Today 
LUTRELLE F. PARKER 

Lutrelle F. Parker is acting commissioner of the U.S.Patent and Trademark Office. He has also served as 
examiner-in-chief and as a member of the Board of Appeals of that office. Since he joined the Patent and 
Trademark Office in 1948, Mr. Parker has received numerous awards, including a Presidential Certificate 
of Commendation. 

If there is a single group that can be pointed 
out as the one that does the most for this country, 
it seems to me it would be the inventors. Inven
tors are the ones who devise ways to make our lives 
easier and to extend our effectiveness. Our so
ciety has great needs today--needs relating to jobs, 
food, housing, energy, the environment, and needs 
relating to health. And we are depending on the 
inventor and potential inventor to help us meet 
those needs. 

I will speak about the Patent and Trademark 
Office and about some recent developments in the 
office itself. Let us start with the basics. What 
is a patent? A patent is a government grant for 
the right to exclude others from making, using, or 
selling your invention. It does not give you the 
right to do anything, it gives you the right to 
exclude others from making, using, or selling your 
invention. And it is given on a quid pro quo basis, 
in return for full written disclosure by the inven
tor of something that is new, unobvious, and useful. 
The period of protection is for 17 years. When a 
patent is granted, the description of that patent 
is published, and this where the public benefits. 
Others build on what the inventor has been able to 
do. 

The patent system is one of the oldest insti
tutions in the federal government. The first 
Patent Act was passed almost 200 years ago, in 1790, 
and the first patent was granted during that same 
year, for the process of making potash. In 1880, 
almost 100 years ago, a patent was granted to 
Thomas A. Edison, on the electric lamp. The patent 
model for Edison's lamp sits in a glass cage in my 
office today and is a vivid reminder of the genius 
of that man. He is believed to be the all-time 
champion inventor with over 1,000 patents to his 
credit. In 1834 a patent was issued to Charles 
McCormick for his reaping machine. A sewing ma
chine was patented by Elias Howe in 1846, and 
Orville and Wilbur Wright's flying machine was 
patented in 1906. 

The patent system has come a long way since 
these landmark patents were issued. In 1976 at a 
special ceremony at the Patent and Trademark Office 
the four millionth patent was issued. It was on a 
process for recycling asphalt aggregate (the com
position that you see being dug up in the streets) 
so that it can be recycled and put down again. 
During that same year we had a more colorful patent 
issued. This is the four thousandth plant patent, 
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and it was also issued in 1976. We also grant 
patents on asexually reproduced plants. 

The government agency that granted all of 
these patents is the U.S. Patent and Trademark Of
fice. The office has three primary functions. The 
first is to examine patent applications to find out 
if they comply with the law, and if we find that 
they do, then of course we issue patents. In an 
average year we receive well over 100,000 applica
tions, and about 70,000 of those will mature into 
patents. Our second major function is to examine 
trademark applications, and here again we find out 
if they comply with the law, and if they do, we 
register trademarks. We receive about 44,000 trade
mark applications a year and our inventory has more 
than 400,000 registered trademarks that have to be 
searched when we receive a new application in the 
office. Our third function is to collect, classify, 
and disseminate the technology disclosed in patents. 
If we do not collect it and classify it so that 
potential users can have access to that inventory 
of information, it is useless. And if we do not 
disseminate it, then we have not performed our job. 

The Patent Office is headed by a commissioner 
of patents and he is supported by a deputy. I 
happen to be wearing both of those hats at the 
moment, and have been since September 1977 when 
Commissioner Dan resigned. I have staff support to 
assist me in this endeavor: a Solicitor's Office, 
a Board of Appeals, and a Board of Patent Inter
ferences, which is charged with the responsibility 
of deciding between two inventors when they both 
come up with the same idea at about the same time. 
We also have an Office of Public Information to 
honor your requests for information and respond 
to them. We have an Office of Legislation and In
ternational Affairs that handles the many chores 
that have to be taken care of in this arena. And 
to assist me in my operation we have an assistant 
commissioner for patents, an assistant commissioner 
for trademarks, and of course an assistant commis
sioner for administration and public services. 

The budget of the office in fiscal year 1976 
was around $86 million. It will be somewhere in 
the neighborhood of $90 to $95 million by 1978, 
and this is because of our increased operating 
costs. The largest part of our budget, around 51%, 
goes to the patent examining operation, with around 
5% to trademarks, and 4% to administration. Almost 
18% of our budget goes for printing the documents 
that are available to the public. 



Why do we have a patent system? According to 
the U.S. Constitution, the purpose of our patent 
system is to promote the progress of the useful 
arts. It does this by providing a number of in
centives. There is the incentive to invent, 
because of the right to exclude others from making, 
using, or selling the invention for 17 years. This 
is where you make your money on a patent--by 
granting licenses. There is the incentive to dis
close the invention to the public, rather than keep 
it a secret, in return for the possibility of 
making money out of your patent. And this, once a 
patent is issued, gives us the incentive to invest 
in research and development. There is also the 
incentive to invest in productive facilities and 
commercialize the invention. Of course, as an 
invention moves from the laboratory to the manu
facturing plant, new patents come to fruition. 
From the plant we get new ideas and ultimately this 
results in better quality and lower prices for the 
consumer. If you have not had any experience with 
patents before, it would be a good idea to start by 
writing the Patent and Trademark Office for copies 
of general information pamphlets. 

The first thing to do after inventing some
thing is to make a record of it, and this was 
stressed this morning. United States patent and 
trademark law gives the patent to the inventor who 
can prove that he made the invention first. It is 
important to prepare a written description of your 
invention at an early date and to have it properly 
witnessed and dated. 

As an alternative to getting witnesses, you 
can file, at the Patent and Trademark Office, what 
we call a Disclosure Document. We hold Disclosure 
Documents for a period of two years in order to 
preserve a record of the date of the invention 
while the inventor is deciding whether or not to 
file a patent application. The most important thing 
to understand with reference to this type of docu
ment is that you get no legal protection whatsoever 
by fil i ng it in the Patent and Trademark Offi ceo 
That is obtained only by filing a formal patent 
application, and convincing the examiner that a 
patent should be issued. 

An application must include a petition, a 
written description of the invention called the 
specification, a drawing (in cases in which the 
invention can be reduced to a drawing), a patent 
claim, and a filing fee. 

A written description of an invention, known 
as a speci fi cat ion, is one of the elements that 
must be included in every application. The ab
stract of the invention or the disclosure is on 
the first page of the specification. Another part 
of the patent application is a legal definition of 
the patent protection sought, which is called a 
claim. An application can have more than one claim, 
but there must be at least claim in the application 
itself. 

Incoming patent applications are sorted into 
groups according to the dates on which they are 
received in the Patent and Trademark Office. In 
an average day, we receive about 300 applications. 
About 1,000 pieces of mail come through that mail
room every day. Once we receive an application, 
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the papers are processed and put into a manila 
folder called the Application File Wrapper. The 
data about a newly filed application are entered 
into our computer system. Last month we awarded 
a contract for a new computer system with three 
times the on-line storage capacity of our existing 
equipment. By next year we will be keeping better 
records, and will be able to quickly locate and 
tell the status of any application in the office. 
During the initial processing, all of the incoming 
applications are microfilmed so that we will have 
a record of the application if the File Wrapper 
is lost. Several other paper handling steps take 
place during the initial processing. 

We make copi es of patent app 1 i cat ion drawi ngs 
also. Before an application is examined, we clas
sify it by subject matter according to the patent 
classification system. There are over 300 subject 
classes and 95,000 sub-classes in the system. If 
someone is searching in the literature, this enables 
him to find exactly what relates to the subject 
matter of his patent. For example, all automatic 
transmissions are in particular classes and sub
classes. This simplifies your search as a neophyte 
in the office. In addition, each one of our 1,000 
professional examiners is a specialist in a rather 
narrow area of technology. The classification that 
is assigned to an incoming application determines 
which examiner sees it. 

Our examining operation is organized into 
three broad disciplines: chemical, electrical, and 
mechanical. We have five examining groups in each 
one of those areas--five chemical, five electrical, 
and five mechanical groups, making a total of 
fifteen examining groups in the office. In the 
chemical area, for example, there is a group for 
general and petroleum chemistry, and so forth. 
Similarly, in the electrical area, there is one 
group for industrial electronics. The workload is 
further divided among technical specialties within 
each of the groups. 

There are four main statutory requirements for 
patentability. First, the inventor must disclose 
his invention, in writing, in sufficient detail 
to enable a person skilled in the art to make and 
use the invention. The other three requirements 
are that the invention must be new, useful, and 
unobvious. An unobvious invention is one that does 
not seem obvious to any person of ordinary skill 
in the field of endeavor. The job of our examiners 
is to decide whether or not inventions meet these 
statutory requi rements, and inventors shoul d keep 
them in mind as they go about the task of inventing. 

An examiner starts by reading the application 
to see if the disclosure is complete enough to en
able a person skilled in the art to make and use 
the invention. Then, if it is, a search is made of 
the relevant prior art and literature. The examin
ers have their own collection of documents. This 
is kept in a search room near the examiners' office 
in large banks of metal drawers called "shoes." 
This is what we mean when we talk about searching 
certain "shoes." We are referring to a search in 
one of these drawers for the allied literature. 

Typically, after an examiner has made a search, 
he returns to his desk and compares the prior art 



and literature he has found with the claims of the 
application. If he finds that the application is 
allowable, a notice of allowance will be issued. 
If he decides that not all of the claims are patent
able, he writes what we call a first action, or 
rejection, which is mailed to the applicant. The 
applicant, thereafter, will have an opportunity to 
respond by presenting arguments or amending the 
claims. The examiner will then take a second 
action, and this second action is generally made 
final at the examiner's level. Although most of 
the business of the examiners is conducted by mail, 
occasionally it is helpful for the inventor, his 
agent, or his attorney to arrange for a personal 
interview. In an effort to be helpful, it is our 
policy in the Patent and Trademark Office to allow 
more time for interviews with inventors who do not 
have an attorney. 

When it is not possible for the applicant and 
the examiner to agree on the patentability of their 
claims, the applicant's recourse is to take his 
claim to the Board of Appeals, which consists of 
15 examiners and chiefs who are specialists in the 
three disciplines mentioned. 

As you might imagine, a number of support 
personnel help with the examining process at nearly 
every step along the way. In our drafting division 
changes and corrections are made in the drawing in 
pending applications. Usually an applicant must 
find a patent draftsman in the private sector to 
make his initial drawing. Once the drawings are 
filed in the office, if changes or additions are 
necessary, our drafting department will help make 
those changes. The inventor must pay for those 
changes, and will be notified of the fee for cor
recting the drawing. Applications have a very high 
priority in our office. Any application sent to 
the drafting division by an examiner before 10:00 
a.m. is processed by the draftsmen before 4:00 p.m. 
so that the case can move on in the examining 
process. 

If the examiner decides that the application 
claims are patentable, which is the ultimate deci
sion in about two thirds of all cases, a printed 
patent is issued. A copy of the printed patent 
goes to the inventor or his company. It has a 
cover sheet and contains a formal grant with a 
ribbon and a seal. 

We have a very heavy work load at the office. 
In 1976 we received 102,000 patent applications and 
completed examination on 107,000. In 1977 receipts 
were about the same and the number of examinations 
were a little lower. 

The whole examining process, from the time the 
application is filed until the patent is issued or 
becomes abandoned, currently takes an average of 
around 19 months. We call this the application 
pendency time. Pendency time has been decreased 
dramatically over the last decade. In the 1950s 
and 1960s, one of the greatest problems facing 
this office was the time it took to get a patent 
application through the office itself. In 1964, 
the average pendency was 37 months. The time has 
been cut steadily so that we are now almost at our 
long-standing goal of 18 months pendency. We are 
approaching that very rapidly now. We estimate 
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that 18 months is about the shortest practical time 
in which a quality examination can be conducted and 
the patent either issued or abandoned. This in
cludes time for the correspondence back and forth 
between the examiner and the applicant, for the 
various clerical processing steps, and for printing 
the patent after the examiner has decided that the 
application contains an allowed claim. 

This reduction in pendency time is a very 
important achievement for the office. Shorter 
pendency allows applicants and their competitors 
to know at an earlier date what kind of patent 
protection will be awarded. In addition, shortened 
pendency is important from the standpoint of making 
the patent literature available to the public rea
sonably soon after the inventions are made. 

We are also concerned about the quality of our 
examination. In addition to working to improve 
pendency we have also been working to improve 
the quality of what comes out of the Patent and 
Trademark Office, so the inventor has good protec
tion against infringement. To enforce this patent 
against an infringer, the owner must bring a suit 
in federal court and have his patent upheld. There 
is no assurance that this will occur once we issue 
a patent, but less than 1% of all the patents 
issued are litigated. Of that number at least one
half are held to be valid. This is what you would 
expect in any kind of litigation, when the plain
tiff and the defendant both feel that they have 
a right be in court. Normally the court will de
cide for the plaintiff half of the time and for 
the defendant half of the time. Therefore, I think 
our record compares very favorably with that which 
you would find in any type of litigation. Although 
we in the Patent and Trademark Office would like 
to be perfect and never issue an invalid patent, 
this is not a realistic expectation. Nevertheless, 
the office has taken some steps in recent years 
to improve the quality of the examination. For 
instance for the last four years we have been 
operating a quality review program, in which a 
random sampling of about 4% of all the applications 
that are allowed by the office are reviewed by a 
group of experience examiners. 

Last year we also made some important changes 
in our rules of practice aimed at producing more 
reliable patents. One of these changes permits the 
patent owner to obtain a reexamination of his 
patent in the light of additional prior art, which 
he might have discovered but which was not con
sidered by the Patent and Trademark Office. 

There are also improvements under way in our 
search files and in the way we disseminate patent 
literature. As you perhaps know, we have one set 
of search files that is used by the examiners and 
another set that is used by the public. The public 
search room is used by about 800 persons every day. 
At the entrance to the search room, advisors are on 
hand to explain to the inexperienced person exactly 
how to get into these search files and how to use 
them effectively. We have over 10 million patents 
in these search files divided into more than 300 
classes and 95,000 sub-classes, so that with a 
little bit of help you can get right to the thing 
that you want. These patents are arranged for easy 
access. 



Our search files also include technical liter
ature, other than the printed patent, in our scien
tific library. The scientific library is used by 
both the exami ners and the pub 1 i c every day. As 
I pointed out earlier, the search collection used 
by the examiners contains 22 million documents: the 
4 million U.S. patents, cross-referenced in related 
sub-classes, which add about 7 1/2 million docu
ments. We have about 91/2 million foreign patents 
and about 1 million copies of articles from pro
fessional journals and the like that are filed 
according to subject matter. One of the big jobs 
of the Patent and Trademark Office is keeping all 
of this in an orderly fashion. We refer to this as 
our file integrity system. Another big job of the 
office is finding floor space to expand these 
search files each year. We add 75,000 original 
U.S. patents, 175,000 cross-references, and 280,000 
foreign patents to our search files every year, for 
a total of 530,000 new patents or references added. 

The patent search fi 1 es are used in three vlays. 
The first and most frequent use is to determine 
whether inventions are patentable in the light of 
what has been patented or published before. The 
second major use is for the Office of Technology 
Assessment. This office forecasts areas in which 
we will have technology advances. Each year we 
publish a number of documents of interesting infor
mation relating to the activity in the patent 
invention field. The third use is as a source of 
information for inventors, scientists, engineers, 
and educators who are trying to solve problems, 
and for the State Technical Service. 

We are trying to find ways to disseminate 
patent literature more widely in the technical and 
scientific communities. We recently corresponded 
with the deans of nearly all of the engineering 
schools in the country to solicit ideas. If you 
have any comments on how we can better disseminate 
this information we certainly would like to know 
about them. Each year our office sends out about 
11 million copies of patents. The bulk of these 
go to the public. Many are sold at the statutory 
rate of 50 cents each. Others go to the 29 li
braries, 17 of which are located at universities. 
Still others go to foreign governments in exchange 
for copies of their patents. 

We have had some continuous problems with the 
quality and the timeliness of our patent reproduc
tion service. However, we recently installed new 
reproduction equipment in the office known as the 
Webflo machine, which has significantly improved 
the quality and the speed of the patent copies for 
the more than 20,000 orders that we receive every 
day. These Webflo machines make copies of patents 
at very high speeds from microfilm. We are now 
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improving our filing of these microfilm cards and 
developing an order control system for the patent 
copy sales, which should further improve our ser
vices over the next several months so that orders 
should be filled within a week. 

Another way that we disseminate information 
is through the use of our weekly publication, the 
Official Gazette. This contains a sample claim 
of each of the 1500 or so patents which are issued 
weekly. They are arranged by class and sub-class. 
If the patent has a drawing, one of these is repro
duced in the Official Gazette. Libraries, corpor
ations and law firms throughout the country are 
subscribers. By skimming through this publication, 
you can tell in a minute whether or not a patent 
is issued in a particular field of interest. 

There are a few recent developments in the 
office that are making it easier to obtain infor
mation from the patent literature. A data ter
minal is located in the public search room. By 
punching the patent number into this machine, one 
can instantaneously find the subject class and 
the sub-class in which the patent is filed. This 
enables a search of that patent or related patents. 
The screen will display the total number of patents 
and all the patents located in a given sub-class. 
If you want to search a subject and know the number 
of anyone patent, by putting that number in this 
machine you can find out how many patents there 
are somewhat like it, and where they are located. 
Then you can go to the numerical index and look at 
all of those patents if you care to. A terminal, 
located in our Scientific Library, is available to 
the examiner for searching commercially available 
data bases on non-patent literature. This terminal 
is connected to Chern Abstracts, the Engineering 
Index and to several other common reference sources. 
The examiner will get access to those. We have 
another terminal which is a part of an experimental 
computer system controlled by microfilm search sys
tems. In a few limited areas of technology, our 
examiners are now using this equipment to conduct 
searches instead of making manual searches of 
copies in the shoes. There are still formidable 
obstacles to be overcome before all patent searches 
can be done with the aid of computers. But I think 
that one day in the very near future we will have 
a machine that will perform this. 

I hope I have given you some idea of some of 
the things we are doing in the Patent and Trade
mark Office because I want you to know that this 
is a resource that is available to the public. I 
am firmly of the belief that what is good for in
ventors is good for the Patent Office and for this 
country. So I urge you to use this system for all 
it is worth. 



Questions and Answers 
FRIDAY, MARCH 31, 1978 

N. Parrish: have asked Lee Ann Mitchell to re
peat questions from the rear of the room into the 
microphone, as it is sometimes difficult for us 
at the podium to hear the question. I have also 
asked Margo Dalley to handl e the mi crophone at the 
front of the room. If the questions are of a 
specific nature that can benefit the audience, we 
want to answer them. May I have the first question 
please? 

Question: How can the proof-of-invention concept 
be secured or established besides by keeping a 
record in a stitched bound notebook or by regis
tered mail, witness or microfilm? 

L. Parker: We have had two suggestions here this 
morning. One is to keep or complete record, date 
it and have it witnessed, and keep it in a lock 
box. The one I mentioned during mY presentation 
was the Disclosure Document program, and that is 
where we will keep this information, but it does 
not take the place of an application filed in the 
office. 

Question: Will microfilm documents or photographs 
filed with the Patent Office in the Document Dis
closure section serve as valid evidence beyond 
two years? 

L. Parker: No, they will not. We have a specific 
Disclosure Document Program, and the brochure sets 
out what must be presented. Microfilm will not 
take the place of it. 

N. Parrish: I would like to elaborate on one 
point. The Disclosure Document is kept for two 
years, and if there is no action on it in the form 
of a patent application, it is not retained. This 
is why I urge you, in addition to or independent 
of that, to keep a stitched binder with the data 
recorded. Your stitched binder, in the event of 
conflict five years later, is a bona fide instru
ment that can be used to prove the date of concep
tion if properly filled out. Correct me if I am 
wrong, Lutrelle, but I believe that if a Disclosure 
Document is filed with the Patent Office and then 
a patent application is filed, the applicant can 
request that Disclosure Document be attached to the 
patent file, so that in the event of litigation 
he has documented proof of when he first conceived 
the idea. 

Question: Can Commissioner Parker comment on the 
effect and impact of the Patent Cooperation Treaty, 
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which was effective January 24, 1978? 

L. Parker: The Patent Cooperation Treaty that went 
into force on the 24th of January is expected to 
be operative on June 1, 1978. I mean operative in 
the sense that we will receive the first applica
tions in the Patent and Trademark Office on that 
date. On Sunday, April 9, I will be at a con
ference in Geneva, Switzerland, where the final 
details of this Patent Cooperation Treaty will be 
worked out. At that time we will have discussions 
on the final key arrangements that will be associ
ated wi th that program--how much a des i gnat i on fee 
will be, what the filing fee will be, whether it 
shall be in Swiss francs or dollars, and the 
effective starting date. We wanted this to start 
sometime in July, but we found that most of our 
European neighbors would like this to come into 
effect around the fi rst of June. By that time, we 
expect to have trained sufficient personnel in our 
office to receive those applications and to serve 
as an international searching authority under the 
provisions of that treaty. 

Question: Is there any kind of legal protection 
available for profit-making ideas that are not pat
entable, for example, a new kind of business? 

L. Parker: Not that I know of. A patent requires 
two thi ngs: 1) a concept of the mi nd, and 2) a re
duction to practice. So when you talk about an 
idea you have only one of the two things. Again 
I want to stress the two requirements: a concept 
of the mind that has been reduced to practice. 
Now you can do this in two ways--either by making 
a model, or by filing a patent application in the 
Patent and Trademark Office. We call that opera
tion a constructive reduction to practice. So 
there is no way that I know of to protect an idea, 
which is half of what is necessary for an invention. 

Question: I am working on a new chess game idea, 
and a prototype too. Would you suggest I apply 
for a patent or copyright? I do know that copy
right gives no protection for inventions. 

L. Parker: One thing that we are prohibited from 
doing under the law is giving advice. Some 
attorneys do not look kindly on it, so I would 
like to pass on that. 

N. Parish: That question should be held for tomor
row, because Mr. Hatch is paid to give advice, that 
is his job. 



Question: Regarding a patent application, speci
fically the drawing, is it acceptable to use dry 
transfer lettering in lieu of india ink? 

L. Parker: No. If you look at Rule 112 of the 
Rules of Practice, it says that you shall use india 
ink. If you are having trouble getting it, write us 
and we will see that you get a bottle. 

Question: I need inventors or technicians to make 
working models of of ideas for inventions. Can you 
recommend any source explaining how to find these 
people and deal with them? 

N. Parish: We do not wish to make specific recom
mendations from the floor for that type of thing. 

Question: This is regarding the the unobvious 
criteria. Isn't a new patentable improvement or 
simplification always obvious to the designer? 
If not, why? 

L. Parker: No, quite frequently we get patents 
issued because the invention, while not new, is 
unobvious, and this is a frequent reason for 
examining patents. An invention must be new, 
useful, and unobvious. If it is not new, it may 
be an improvement, but we find that these are often 
unobvious in their relationship to the prior art 
and this is commonly a reason for granting patents. 

P. Urbach: May I comment on that? I suspect that 
the thrust of the question was, "Isn't it always 
obvious to the person who made it?" That is not 
the test that Lutrelle cited. The test is whether 
or not it is unobvious to someone skilled in the 
art, not to the person who invented it. 

Question: Can the Department of Energy control 
use of a product invented and/or developed under a 
Department of Energy grant? 

G. Lewett: This concerns the agreement between the 
inventor and the Department of Energy at the time 
the support is provided for one of our recommended 
inventions. Of course, once we have made the rec
ommendation, the National Bureau of Standards is 
out of the picture. The inventor then makes a pro
posal to the Department of Energy requesting grant 
money, and he is then in a negotiating position 
with the Department of Energy. I think Joe 
Machurek would like to comment on that. 

J. Machurek: That is a good question that comes 
up fairly frequently. Under the DOE legislation, 
inventions conceived under contracts with DOE 
belong to DOE. However, there is a provision in 
that legislation for the Department of Energy to 
waive their claim to a patent under certain speci
fied guidelines. That is there for more than the 
record, because DOE has waived its claims to quite 
a number of patents. So the opportunity is there, 
but there are legislative guidelines that deter
mine whether or not it is appropriate for the de
partment to waive its claims. 

Question: Can systems be patented? 

L. Parker: think you have to be a little bit 
more specific than that. If you mean computer 
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programs, the answer is no. It is the policy 
of the office not to patent computer programs. We 
have a case before the Supreme Court now, Parker 
vs. Fluke, and we hope that some kind of a decision 
will be made to clarify this, but normally systems 
in that sense are not patentable. 

Question: Is there a catalog or listing of manu
facturers of particular products? 

P. Urbach: Yes, there are many reference works 
that do list manufacturers for products. The 
Thomas Register is one classic library reference 
tool that does that. There are also the catalogs 
of the information handling services in Denver. 
Any good reference librarian can answer that 
question far more comprehensively than I can. 

Question: Are there any sets of rules or orderly 
criteria that are followed in deciding if an in
vention is unobvious? 

L. Parker: Only the rule that is set by statute. 
The case law, of course, has helped us a great 
deal in this respect. We have records of all of 
the decisions handed down by the Court of Customs 
and Patent Appeals and by the District Court of 
the District of Columbia--the two courts that hear 
our cases. These cases are used as guidelines, or 
fences if you will, to help us decide just how 
large and what area should be covered by the ques
tion of unobviousness. We use those parameters to 
help us in these determinations. But insofar as 
the publication of a single rule book that collects 
these together, except for certain textual materi
als that address this problem, I do not know of 
one. 

Question: I need inventors or technicians to make 
working-models of ideas for inventions. What can 
I do in this kind of situation to protect my ideas 
so that the inventor-technician, who occasionally 
mi ght also suggest improvements, wi 11 not make 
claim to my idea? 

N. Parrish: I'd like to answer that question my
self. If the inventor uses a stitched binder, he 
can write down in his binder his description of his 
invention, have the technician read the explana
tion, and write underneath a single sentence that 
says, "I have read and understood the above to be 
the idea and invention of [name of the inventor]." 
The technician should sign and date it as a witness. 
This automatically lets the technician realize it 
won't do him any good to take the idea because he 
has already waived any right to it by acknowledging 
that it belongs to the originator, who is the 
inventor. 

Question: How do you seek patents in foreign 
countries? 

P. Urbach: I will have to answer that superfi
cially because it is a very complicated subject. 
A patent application is filed with the patent 
offi ces of the other countri es in much the same 
way that it is done with the U. S. Patent Office, 
except that in many cases you are dealing in a 
foreign language, which makes it a little more 
difficult. 



N. Parrish: Would you expand a little on the 
question of time? I believe some of the people 
don't realize that they are limited as to how long 
they have and when they must consider the foreign 
patents. 

P. Urbach: This is one of the most critical 
problems in our foreign filing efforts. In the 
past, government inventors have not been terribly 
concerned about obtaining foreign patent protection. 
However, they have been very concerned, as are many 
inventors, about publishing their invention in a 
trade publication or journal. The U.S. patent law 
permits the applicant to file before the U.S. 
Patent Office within one year of the date of publi
cation. However, that is not the case in many 
foreign countries, and you can lose all your rights 
to the date on which you conceive the invention 
unless you file first. So the question of when 
you publish and when you file is one that really 
has to be considered carefully. Normally if you 
file a U.S. patent application, you have one year 
from that filing date to file abroad and still get 
the benefit to your early U.S. filing date. The 
law varies from country to country, and some of 
the more developed countries have more rigorous 
requirements. We have often had good inventions 
that we wanted to protect abroad, and found that 
the inventor either gave a speech or published a 
paper somewhere and as a result we lost the oppor
tunity to get the benefit of the early filing date 
in foreign countries. That is an area to watch out 
for and which very often requ"ires professional help. 

Question: How can I find a mechanical draftsman or 
engineer? Is there a publication of registered 
patent attorneys, draftsmen, and engineers? 

N. Parrish: I think that is a compound question. 
There is definitely a publication that Lutrelle 
issues on all of the registered patent attorneys. 
However, you have to go to a second publication 
of mechanical engineers or the telephone book to 
find draftsmen. I do not believe the Patent Office 
issues any form of a listing for draftsmen or 
engineers, but the American Society of Mechanical 
Engineers, Electrical Engineers, and other socie
ties will furnish a list of the members. You can 
also get a copy of their journals from the library, 
which will have advertisements listing people who 
are interested in dOing this type of thing. 

Question: Do the Russians honor worldwide patents, 
and do they have access to our government contrac
tors NTIS information as American citizens do? 

P. Urbach: I would say the answer to both ques
tions is yes. To the best of our knowledge, the 
Russians have honored our patents. That is to say, 
when we file patents in the Soviet Union they do 
honor them. As far as I know they do not manufac
ture or sell in the United States to infringe U.S. 
patents. They do have access to the NTIS informa
tion. As a matter of fact, almost 20% of the NTIS 
dollar volume is foreign--although not too much of 
it is from the Russians. The Japanese and the West 
Germans are our best foreign customers. But all 
of our information is unclassified, is publicly 
available, and foreigners very definitely have 
access to it. 
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Question: What are the benefits of a working model? 

L. Parker: I want to point out that the Patent 
Office only requires a working model when it has 
doubts as to the operability of a proposed inven
tion. It is not a current requirement of the 
office. If you have a perpetual motion kind of 
machine, then we might require that you come in 
with a model. 

N. Parrish: I know many of you are chuckling, but 
some of the people on our panel are well aware 
that there are folks who go to great lengths to 
get support for perpetual motion machines. We are 
sometimes so dedicated to our ideas that we over
look the true feasibility of the thought. That is 
why, even though you do not have to have a nlodel, 
I urge you to either make good working drawings, or 
think the thing through and explain it to someone 
you trust, to see if he can find fault with it 
before you go to the expense and trouble of sending 
it to the Patent office. Do your homework. 

Question: When a forgery of a patent number is 
found, whose responsibility is it to bring action 
against the forger? 

N. Parrish: It is the responsibility of the person 
being injured--not the Patent Office. The Patent 
Office is not a policing organization, so that 
question should not be put to a group representinq 
the Patent Office. A patent gives the license to 
sue or be sued. It does not mean that the govern
ment will handle the investigation. 

L. Parker: We do have a number of cases that are 
being called to our attention while an application 
is pending in the office, and then we do have the 
responsibility to look into whether or not there is 
fraud being perpetrated on the Patent and Trademark 
Office. There are aout 100 such cases, an unusally 
large number, that are pending in the office now. 

Question: Instead of consuming NTIS technical in
formation, how do I, as a potential contributor, 
disseminate technical information through an em
ployer such as a U. S. Army contractor--through 
the NTIS and Technotes newsletters? 

P. Urbach: If I understand the question correctly, 
the questioner is a U. S. Army contractor. The 
contracts that he has with the army will normally 
require that he submit a report on his work to his 
contracting officer. Normally that information 
will then be forwarded from the army installation 
where the work is done to the Defense Documentation 
Center, which is a central facility in Alexandria, 
Virginia, that collects all of the defense tech
nical information. This information is routinely 
routed to NTIS to be made publicly available. If 
the army people who monitor the program want to 
make a Technote out of that new technology, they 
will inform us. So the system works pretty much 
automatically. Essentially every federal agency 
will automatically send us their technical reports. 
Contractors submit their reports to the agency 
that has the contract, and then it comes to NTIS 
automatically. 



Question: What is the average cost of securing 
a patent? 

L. Parker: The average cost of fees in the office 
runs about $235. You would have to refer to an 
attorney to get the rest of the cost. 

N. Parrish: Do you mean, "What does it actually 
cost in hi s department?" or "What does it cost to 
have someone with expertise try to process it?" 
I think that is an impossible question to answer 
generally. Lutrelle gave the basic cost. The 
quality of the patent will depend a great deal 
on how the patent is presented to his office. 
Lutrelle Parker's organization is not allowed to 
rewrite the patent for anyone. However, if there 
is an attorney involved, he may help you get a 
better patent. 

P. Urbach: There is another important variable, 
and that is the complexity of the case. It will 
probably cost a lot less to patent a safety pin or 
a paper clip than it will a major computer system 
that involves hundreds of drawings. 

Question: Can more than one request for evaluation 
be submitted to NBS, for example, one for energy 
conservation and one using new energy forms? 

G. Lewett: Only two weeks ago when I spoke in 
New England, I mentioned that 20% of the inventions 
submitted for evaluation in New England came from 
one individual. It so happened that none of those 
were accepted for evaluation, but the answer to the 
question is yes. I think it is characteristic of 
inventors, and good inventors, that they will have 
more than one invention. We are pleased to receive 
as many evaluation requests from an individual as 
he finds time to send. 

Question: If I have invented an instrument and can 
now go into production, how can I maintain some 
sort of protection while waiting 18 months for a 
patent? 

L. Parker: The fact that you have filed an applica
tion does not give you any kind of protection be
cause it might not mature into a patent. So I can 
not suggest any way under the present law that you 
can get the assurance you are seeking. 

N. Parrish: How long can you keep a patent pending? 

L. Parker: I would like to think that it does, not 
extend longer than 18 months on an average. 

M. Hatch: I understand the Patent Office wants 
patent attorneys to conduct these things expedi
tiously and issue the patents as soon as possible. 
I kept one pending for 11 years once, but it was 
appealed two or three times, and it can take a 
long time to resolve all of the issues. There is 
a deterrent effect in marking your goods "Patent 
Pending." If someone is going to spend a lot of 
money building a large inventory and doing a lot 
of advertising to go into competition against you, 
and he sees a notice on your device that there is 
a patent pending, he will think twice about copying 
it. 

L. Parker: I took the question to mean that the 

40 

questioner had already gone into production, and 
was about ready to put it on the market. I might 
mention that we do have certain circumstances under 
which an inventor or an applicant can have his 
application made special and moved to the top of 
the heap, so to speak. Energy-related inventions 
and inventions that relate to the environment can 
be made special. An application can be made 
special if you are a senior citizen or if there is 
a prospective infringer. Normally we examine 
applications in the order of receipt. 

Question: Mr. Parker, please explain the dif
ference between a patent and a design patent. 

L. Parker: A patent must be new, useful, and 
unobvious. For a design, it must be new, original, 
and ornamental. That is the fundamental difference. 

Question: Mr. Lewett, your comment on an original 
design submitted to the Department of Energy over 
a period of approximately one year was originally 
considered unfeasible. The latest word is that DOE 
has indicated the desire to put this idea out for 
public competitive bidding in Commerce Business 
Daily, offering the inventor the so-called oppor
tunity to submit his own competitive bid to build 
his own design. 

G. Lewett: Does the question come from an indi
vidual who has had an invention recommended by NBS 
to the Department of Energy? Is the reference to 
a particular invention or a hypothetical case? 

Questioner: It is in reference to a particular 
invention. 

G. Lewett: Let me explain what can happen, and 
what the normal support procedure is in the 
Department of Energy. The objective of course, 
once we make a recommendation, is to get the 
invention into utilization. Where the Department 
of Energy finds that it has a procurement action 
in operation on a particular invention, they have 
the prerogative to put that inventor in competition 
with others who may submit proposals in the subject 
area of the invention. The specific objective of 
the public support program is to bring the inventor 
up to the point where he can compete effectively in 
such actions. Perhaps you were referring to an 
invention that was handled through a different 
route than my program, and I may not be able to 
answer the question. Again, if the suggestion or 
proposal comes in by the normal route to DOE as an 
unsolicited proposal, the Department can tell the 
inventor that his invention is in an area in which 
procurement is intended or is in progress, and put 
him in competition. 

J. Machurek: It does happen, on occasion, that 
someone will submit an idea to us that has already 
been submitted and is in the process of soliciting 
proposals. We cannot then accept this individual's 
idea and provide for competition since we are 
already in the legal process. I do not know this 
particular case at all. I am just giving you the 
general rule. 

Question: Mr. Lewett, NBS appraises non-nuclear 
energy related ideas. Is there any program for 
nuclear ideas? Please define non-nuclear. 



G. Lewett: Of course, a nuclear invention would 
be one that had to do with the release of energy 
from the nucleus, or something that had to do with 
the production of nuclear energy. By separate 
legislation, DOE (formerly ERDA) has responsibility 
for evaluating nuclear inventions. The legisla
tion that formed DOE did not supersede that. If 
they have an invention in the nuclear area, it 
should be forwarded directly to the Department of 
Energy and not to the Appropriate Energy Technology 
program. 

Question: Can it be reasonable to assume that 2% 
of all patents are actually put to use? If so, 1% 
litigation rate means half of all patents that have 
commercial interest wind up in court. What steps 
does the Patent Office take to eliminate nuisance 
patents? 

L. Parker: First, I cannot agree with the assump
tion that ony 2% are put to use, but I would like 
to think that everything that is filed in the 
Patent and Trademark Office has potential for use. 
If the assumption is an accurate one, I would hope 
that this conference will help improve that--we'll 
get 15, 20 or 30% useful patents. 
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Question: Mr. Parker, who are the various nation 
signatories to the Multination Patent Protection 
System? 

L. Parker: If you mean the Paris convention, there 
are 80 nations that are signatories to that one 
document. If you mean the Patent Cooperation 
Treaty, there are 26 or 30 nations that are signa
tories to that, and at least 10 have ratified it. 
That is why it is going into force. Most of the 
western countries and the developing countries 
are members of the Paris Union, and of course the 
socialist block countries are also members. I will 
be going to a meeting of the revision of the Paris 
Union in Geneva, where a number of questions will 
come up as to whether or not that 100-year-old 
convention will remain the way it is or be changed 
drastically. 

Question: What is the best book on patenting an 
invention, from the idea to the patent? 

N. Parrish: I am sorry I cannot answer that 
question directly, but I think that is a question 
that an Inventors Council should look into and 
answer through their newsletter. 
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We have created in Control Data Corporation the 
world's most pervasive privately owned computer net
work. The Cybernet computer network reaches any
where in the world where there is a telex or a 
telephone. If you have access to standard teletype 
or telephone you can access the Cybernet computer 
network. In about 165 cities you can make a local 
phone call and access the most powerful computer 
network in the world. 

Control Data has built a computer network 
based on the hypothesis that not everyone could 
own one, especially the big scientific ones. We 
developed the concept of sharing the resource so 
everyone could buy the piece they needed to use. 
In the process of building this computer network 
to do scientific calculations and to store large 
amounts of information, someone approached our 
president, Mr. Norris, with the idea of creating 
a simple program to manage a large volume of 
information, thereby creating a database. He 
accepted the idea, and thus was born the concept 
of Technotec. 

How does Technotec work? We have technology 
transfer experts working around the world, wherever 
Control Data has systems and services personnel. 
We have people who are on the lookout for tech
nology to place into the Technotec data base. The 
main objective is to move ideas from one place to 
another, and to move them in the form of business 
opportunities. Those of you with good ideas, who 
persevere until you have that patent in your hand, 
do not benefit until it becomes a commercial 
reality. Someone once said, "Nothing happens in 
this world until somebody sells something." No 
one delivers, designs, manufacturers, or builds 
anything until something gets sold. That is really 
the name of the game. It is not really enough 
to come up with a great idea and have it patented 
if you can not interest anyone in developing it. 
You have had the satisfaction of creating the idea 
but you have not really reached that target--the 
marketplace--and made an impact that will create 
jobs, create prosperity, and keep this society 
movi ng. 

We think Technotec can provide part of the 
solution to the problem of commercializing ideas 
and moving business opportunities. Yesterday Norm 
mentioned the "not invented here" syndrome. We 
face it every day. We face it in large companies 
whose attitude is that if they did not do it, no 
one could do it. That is a damaging, pessimistic, 
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and in many cases self-serving kind of attitude. 

Technotec is unique among technology transfer 
services because we charge for both input and 
access. Most other services will allow customers 
to list an invention or an idea for no charge and 
then ask individuals who might be interested to 
buy on a subscription basis. Technotec took a 
different approach. We tried to keep the cost of 
listing information down. We tried to allow the 
inventor or the organization to have an opportunity 
to leave the information in the system for a 
suitable period of time. I think we offer two 
things that are unique and new in the field of 
technology transfer: the Cybernet computer network, 
which gives the opportunity to communicate anywhere 
in the world, and the size of Control Data Corpora
tion behind this effort. We have a marketing force 
of over 300 people on five continents. This, we 
believe, will give us the tools to build the 
world's premier data base of technology and busi
ness opportunities, and that is what we think 
Technotec will become. We are here to stay--we 
are in this business for the long haul. Mr. Norris 
and members of our Board of Directors feel that 
~Iithout this kind of commitment on the part of the 
private sector, things won't happen as fast as they 
should in the next few years. 

Companies allover the world have the same 
problems--the problems of moving ideas internally, 
deve 1 opi ng the ideas that they already have in 
state, and moving it into the marketplace. All 
these companies find, as do individual inventors, 
that the cost of developing these ideas is rising 
in an almost geometrical fashion. Transfer of 
technology is often slow and inadequate. It is 
tough enough to develop an idea within a large 
corporation, but what about moving from one sector 
to another--from the automat i ve industry to ad
hesives and chemistry, from plastics to agriculture, 
and so forth? These kinds of transfers are very 
difficult. We think this provides a challenge for 
technology transfer and our answer to this is 
Technotec. 

We have a marketing force of Control Data per
sonnel and we take them into smaller communities of 
the United States. Our vans--we have two of them-
are equipped with computer terminals, radio tele
phones, and a solar panel on the top so we can heat 
the water for solar-brewed coffee. We send people 
out with this van into the smaller communities to 
try to bring the message that good ideas are found 



in many places. They might be in South Dakota, 
they might be in Hawaii, but we are going to find 
them, and we are going to get them into that data 
base so the world can see what ideas are available. 

The Technotec service is a subscriber service 
--you can put technology into the data base. It is 
a search service--you can search the data base. It 
is a worldwide technology bank. You have an idea-
what are you going to do with that idea? It might 
be a process or something describing a process. It 
mi ght be a patent. It mi ght be some sort of tech
nology, a control system. Since 1975, we have gone 
from zero to over 1,200 subscribers with nearly 
18,000 entries into the data base. Peter Urbach 
mentioned yesterday that NTIS has about 27,000 
government technologies that they are trying to 
bring to commercialization. Technotec is a data 
base similar to that, with about 18,000 tech
nologies, business opportunities, products for 
license, processes, patents and so forth. As 
inventors or potential inventors, I think you 
already know the marketplace is very competitive. 
This gives you some idea of the kind of build-up 
of information that is available for sale, 
license, or purchase. 

We like to refer to Technotec as sort of an 
electric want-ad system. Suppose you had a good 
idea and you wanted to run an advertisement in the 
Wall Street Journal. It is a high technology idea. 
If you put a little box ad in the Wall Street 
classified advertising, it would probably cost 
about $700 or $800 for one insertion. Technotec, 
on the other hand, for $100, will allow someone 
to put the same information into this data base as 
a want ad for a year. 

Our customers get our commitment to market 
the searching of the data base, the Fortune 1,000 
Companies, and major manufacturing and financial 
organizations in Europe, Asia, and South America. 
We see that these computer terminals are used to 
search the world data base. What is Technotec? 
It is a technology bank. In it you will find 
solutions to problems. You can also put expertise 
into this technology bank. People who have a 
particular kind of expertise in the technology 
transfer area will list their services in the data 
base. We refer to the solutions as Techno-stocks, 
the needs as Techno-quests, and finally Techno-aids. 

The generic term is Techno-unit. There is a 
unit of information in that data base. How is the 
information organized? The system was designed so 
it could be used by the average person, not just 
by a computer expert. 

How do we put the information in here, and 
make it easy to retrieve, so that people don't need 
a long training process to get fundamental informa
tion? The whole system depends on searching by 
key words. The user thinks up a key word such as 
energy, solar energy, food processing, magnetic 
clutch, and so on. You can put that into the 
system and the computer program finds an entry that 
matches your interest. I f you fi nd someth i ng you 
will get back a brief title and description, no 
more than 10 or 15 words. At that point you are 
given a number associated with that brief descrip
tion. If you have more, you can then retrieve the 
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full text, a description of two or three paragraphs, 
which has been written by the person or organiza-
t i on that put the technology in the data base. It 
gives you a more complete description of the idea. 
Finally, you can go to the last piece of informa
tion, which is a contact. It gives the name, 
address, and phone number of the organization or 
individual who put the information in the computer. 

This, we think, is the essence of the Techno
tec system. It is a list of information. If you 
find something in there, you know there is someone 
who wants to talk to you about it. The Technotec 
data base is self-generated. We market this ser
vice and charge people to put their information in 
here, and they put it in here for one reason and 
one reason only. They want to talk to someone 
about it. If you have a patent, just use your 
abstract and then your title to describe the tech
nology or the idea. Write a short description. 
From that description write a brief title. Then 
select key words which people in your area of 
interest might think about if they were looking 
for such an idea. It is important to match those 
key words to your text. Those of you who are 
specialists in a particular area would know how 
you would refer to it. This becomes a rather 
direct solution to the problem. You can write 
the brief text, brief title, and the key words. 
Finally, the contact person is listed. 

You can search the data base by going through 
anyone of a number of Control Data public data 
centers in the world and presenting a card. Either 
someone there can do the search for you or we can 
do a mail search for you. If you do not have 
access to a terminal and you do not want to buy 
one you can tell us what the key words are, and 
for a small fee we will do the search. 

We will find out what is in the data base that 
might be of interest to you. There are toll-free 
numbers on the mainland that can be used. There 
are none here in Hawaii but there is a local access 
number for anyone who has a terminal. The cost to 
subscribe is about $100 per year. 

Our interest is in the movement of information, 
bringing inventors into contact with people who can 
help commercialize, develop, and test their ideas. 
We are not a brokerage organization. We do not get 
involved with percentages and so forth. There are 
plenty of agents to do this. We are the electronic 
yellow pages of technology tranfer and business 
opportunity. 

What does all this mean to you? We want to 
see the development of small business in this 
country. Mr. Norris of Control Data has started 
a few small companies. He has always been sympa
thetic to the individual, the little guy trying 
to make a profit and get that idea perfected. Mr. 
Norris feels that anything we can do to stimulate 
the growth of small business in the long run will 
be good for Control Data. We are a service com
pany. We will sell more services if there is more 
business activity. The important question is, what 
can we do for the individual who has spent all his 
resources? 



A few months ago we decided we would start a 
special emphasis program for inventors. We called 
it the International Inventors' Registry. The 
International Inventors' Registry is operated as 
any other Technotec service. We ask inventors to 
pay $160 to put their patents or their licensed 
inventions into the system for two years. What we 
offer in return is hard work trying to find appro
priate organizations to search the data base and 
hopefully find the ideas, giving the inventor 
broader exposure. However, this was not good 
enough for Mr. Norris. He had a different concept. 
He said that we have three areas that we are 
emphasizing in the Technotec data base: solar 
energy, agriculture and food processing technology, 
and appropriate energy technology. All these are 
in the area of alternative energy sources leading 
to less energy intensive inventions. He decided to 
list patents in these areas from any country, one 
per indivudal for free for two years, to try and 
give these inventions some exposure. We will list 
those patents in the system free for two years. 
The only thing the inventor has to do (this program 
is for individuals, not organizations) is sign a 
statement that he cannot afford the $160.00 fee. 
We will give him an opportunity to expose his idea 
to a larger market. The International Inventors' 
Registry materials will be sent to you, and 
those of you who think you qualify can send the 
information to me. There will be directions on 
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how to do this. We have a committee who will 
review each patent. The patent must be in English. 
If it is in another language we need a translation 
to be sent along with it. We think these three 
areas are enormously important to the country, to 
the world, and to all of us. 

We have been running an advertising campaign 
on a worldwide basis, in the most widely read pub
lications in the business community, on the service 
that Control Data Corporation is offering. We ran 
one in Business Week. Beginning in July 1978, 
Commercial Credit Corporation will publish a new 
magazine, Successful Business. It will be distri
buted in the United States free of charge. Many 
of you are inventors, but I think you should be 
aware of the kind of problems faced by small 
businesses because your ideas and patents will end 
up in the hands of a small businessman trying to 
get that thing off the ground. Successful Business 
magazine is oriented at those people to give them 
tips, and current information on federal programs, 
state legislation, investment credits, and so forth. 
We'll try to make this available to you. 

Control Data is privileged to be part of this 
conference. From interactions among yourselves we 
think will spring the ideas that are going to make 
our economy prosper. 





Appropriate Energy Technology 
JOSEPH E. MACHUREK 

Joseph E. MachUTek is a membeT of the immediate staff of the DOE Assistant SecTetary, Conservation and 
Solar Applications, and is responsible for managing the energy conservation and solaT programs within that 
office. Mr. MachuTek also served in the Energy Research and Development Administration (ERDA) in the 
dual capacity of executive director, Office of the Assistant Administrator for Solm; Geothelmal, and Ad
vanced Energy Systems and as director of its Office of Policy and Operations. 

The extraordinarily large attendance at this 
conference is very rewarding to all of us. But 
it also raises a question: why are so many of us 
drawn to attend this conference? It seems as if 
innovation and invention were somehow new to our 
experience, and we had to consult about how it is 
done. Yet we know perfectly well that the history 
of our country is a testimonial to our people's 
capability for innovation and invention. Does this 
mean that our society has grown so much that we 
somehow have lost that capability? I do not believe 
so. I think our capability is as great or greater 
than it ever was and I will demonstrate that by 
discussing the response we have received to our 
Appropriate Technology Program. I think our 
understanding of the vital role of innovation and 
invention in our society has been clouded by the 
growth of large industry and the increasing com
plexity of modern technology. And perhaps this 
conference and our Appropriate Technology Program 
signify a reawakening by the public and the govern
ment to the worth of innovation and invention by 
individuals and to the values of entrepreneurship. 
It occurred to me that because I deal with large 
technology and large industry I may have lost some 
appreciation of individual contributions. Let me 
share with you some of my thoughts, and perhaps 
together we will renew our understanding of the 
significance of individual innovation and invention. 

We all recognize that this nation's industrial 
and economic growth is rooted in individual innova
tion and invention, because every large industrial 
enterprise began as an innovative or inventive 
thought by some individual. I think that as our 
industrial infrastructure becomes larger and more 
complex, the role of the individual becomes less 
visible. It appears that innovation and invention 
are the products of the organization, whereas in 
truth they are the products of individual human 
minds. I do not think, as we sometimes have a 
tendency to believe, that big universities, major 
think tanks, and large industries are superior 
spawning grounds for innovation and invention. 
These are the products of individuals within the 
organization. However, such innovation is better 
nurtured in large organizations because of superior 
facilities, equipment, resources, availability of 
multiple talents, and ready access to markets. 

It is also not correct, as we sometimes think, 
that our technology is too comp 1 ex and too soph i s
ticated to credit the possibility of significant 
contributions by individuals and small businesses. 
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This is not true and is contradicted by the facts. 
Think of the jet engine, air conditioning, magnetic 
recording, catalytic cracking of petroleum, gyro 
compass, FM radio, electron microscope, power 
steering, and the helicopter. All of these are 
certainly sophisticated and complex, and everyone 
of them was an invention by an individual. And let 
us not overlook small businesses. Oxygen steel 
making and continuous hot strip rolling of steel 
are two of the contributions that small businesses 
have made. 

There is another school of thought that says 
on ly technology that is comp 1 ex and sophi st i cated 
can have any significant impact in our society. I 
think that is contradicted by the facts also. I am 
only going to mention one invention by an indivi
dual, but some people seem to think that it is a 
mainstay of civilized society, namely the zipper. 
It is clear that not all capability for innovation 
and invention resides in our industrial complex, 
and in fact most of it resides with small busi
nesses and individuals. We need to recognize that 
the ability for innovation and invention is truly 
a national resource as much as any of our other 
assets. As I mentioned earlier, industry has the 
resources to nurture and develop innovations and 
inventions, but this is seldom the case with 
individuals and small businesses. If indeed that 
individual capability is a national resource, then 
we should be using it. But because the individual 
lacks the same developmental resources as large 
organizations, the federal government is justified 
in providing assistance to the individual innovator 
and inventor in order that we may gain the benefit 
of his capabilities. 

We all know that today our nation faces a 
maj or cha 11 enge in terms of the energy problem. 
We have reason, therefore, to draw upon all our 
resources. In particular, we have reason to draw 
upon the resources of individual inventors and 
innovators. It is with that idea in mind that our 
program of appropriate technology was conceived 
and is being implemented. Although appropriate 
technology may seem a strange term, it does have 
significance. It refers to technology that has 
the following characteristics: appropriate to the 
needs of local communities; appropriate to the use 
of rene\~ab 1 e resources and the conservat i on of 
nonrenewable resources; appropriate to applications 
of existing technology to novel situations; appro
priate to applications that are energy-conserving, 
environmentally sound, small-scale, durable, and 



low cost. I n other words, appropri ate technology 
is suitable for local, state, or regional needs 
and for application by individuals and small 
businesses. In total, the Appropriate Technology 
Program is the reflection of the growing commitment 
on the part of the Department of Energy to the 
values of small-scale technology. There will be 
more activity by the Department of Energy to 
develop small-scale technology, along with large
scale technology, but with a balance between the 
two. 

How do we involve individuals and small busi
nesses in this program? We are all aware of the 
red tape that usually accompanies government 
funding. We have tried to approach this program 
from a new, simplified perspective to minimize the 
red tape, and particularly to address this program 
to individuals, small businesses, and local insti
tutions. This is not a program for large industry 
and institutions. They are, in fact, excluded from 
the program. And that means that inventors who 
might participate in the program are competing with 
their peers and not against large industry. That 
also means that we are, by this technique, at
tempting to make Department of Energy funds more 
accessible to individuals and small businesses. 

The program is being conducted separately 
within each of 10 federal regions--not on a na
tional basis. Therefore, a proposer under this 
program is competing only with others in his 
federal region, and not with those in all 50 
states. In making awards, one criterion is the 
responsiveness of the proposal to local needs and 
requirements, and appropriate allocation of the 
funds on a geographic basis. The individual and 
small business participants have a better oppor
tunity for success than they would in the normal 
mode of government solicitation of proposals. 

With the local, state, and regional emphasis 
we have placed upon the program, it can not be 
administered from Washington, D.C. We have decen
tralized the administration of this program and 
established regional program managers who are 
responsible for designing and managing the programs. 
The regional manager is assisted by two advisory 
groups. One is a technical evaluation panel, the 
other is a state review panel. Members of the 
state review panel are individuals selected with 
the advice and recommendations of the states. The 
state review panel has an especially significant 
role. Its function is to assure that the interests 
and requirements of the states are considered when 
the awards are made. This includes considerations 
of the impact of the proposal on the energy require
ments of the particular state, the expected savings 
that will result from the proposal, the institu
tional barriers to its implementation, the likeli
hood of commercialization, and the environmental 
impact. 

The role of the Department of Energy Headquar
ters in Washington in this Appropriate Technology 
Program is quite constrained. We do select the 
program manager, formulate the general policy, and 
seek the funds to implement it. Other than that 
the program is run and selections are made on the 
decentralized basis starting at the state level. 
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Under this program we are making awards 
ranging from $10,000 to $50,000, depending on the 
category of the proposal in question. We have 
three categories. The first is concept development. 
This is a category for ideas that must be developed 
and explored further. For this kind of proposal, 
we can award up to $10,000. The second category 
is development. This means taking an idea that is 
already somewhat developed and preparing the hard
ware and systems necessary to further examine 
whether or not that idea is technically feasible. 
Awards for development can go up to $50,000. 
Finally we have demonstration. For proposals in 
this category, we want to demonstrate the idea by 
building a working device to show that it is tech
nically, economically, and environmentally feasible. 
Awards for that category also can go up to $50,000. 

We have tried to keep the administration of 
the program as simple as possible. The regional 
program manager is responsible for developing pro
gram announcements that describe the objectives, 
selection process, and application procedure. The 
announcements are written in lay language instead 
of legalese. To assure the widest possible oppor
tunity for participation, the program announcement 
is published in the Commerce Business Daily (which 
is a requirement) and distributed to newspapers, 
trade and technical publications, and state and 
local governments. They, in turn, distribute those 
announcements. 

This all sounds reasonably good and addresses 
the interests of individual inventors, innovators 
and small businesses. But will it work? Will it 
help the individual and small businessman? I think 
it will. Federal Region 9 was chosen as the first 
pi 1 ot test i ng ground for the Appropri ate Technology 
Program. After we solicited and received proposals, 
we were, I must admit, greatly surprised to find 
that we received 1,120 proposals in Region 9 for 
this program. It was a lot more than was expected. 
It is interesting that Hawaii, with 3% of the popu
lation of Region 9, submitted 6% of the proposals--
70 all together. Of the 1,120 proposals, about 
50% were from individuals. In the case of the 70 
from Hawaii, 62% were from individuals. The average 
funding request of individual proposals among the 
1,120 was $16,000. Residents of Hawaii seem to have 
exercised undue restraint, because their average 
individual funding request was only $10,000. 

The areas of investigation that were proposed 
under the program included agriculturally related 
proposals; solar heating, cooling, and photovol
taics; transportation measures; energy conservation 
of both buildings and appliances; wind and ocean 
proposals; and hydroelectric applications. For 
Hawaii, 21% of the proposals were related to solar 
heating and cooling, 21% to wind, and 14% to bio
mass. When we started the program in Region 9, we 
set aside $500,000 for awards to successful pro
posers. With the huge number of proposals we 
received and the fact that so many of them were 
very good, we realized that we could not fund all 
the proposals that deserved to be funded. We made 
this known among other organizations in the Depart
ment of Energy and they too were very impressed 
with the response to the Appropriate Technology 
solicitations. Several of these other DOE organi
zations volunteered additional money to be added 



to the Region 9 fund. The department managers were 
so well impressed with the program that they gave 
an additional $800,000. The Region 9 funding 
became $1.3 million instead of $500,000. On that 
basis, we have selected 108 proposals for awards 
in Region 9. 

Yesterday, Governor Ariyoshi commented that 
Hawaii was underrepresented in terms of patent 
applications issued. He commented that he did not 
believe that this reflected a lack of capability in 
Hawaii to be innovative and inventive. The results 
of the Appropriate Technology Program with regard 
to Hawaii establish beyond doubt that Governor 
Ariyoshi is right. Hawaii, with 3% of Region 9's 
population and 6% of the applications submitted, 
has received 12% of all the awards. That is 13 
awards for which the funding requests totalled 
$142,884. Of the 1,120 proposals, 108 were 
selected for awards or about 1 in 10. Of the 70 
applications sent in from Hawaii, 1 in 5 were 
selected for awards. Those statistics back up the 
governor's view that there is no lack of capability 
in Hawaii. 

I want to make one more observation here. 
Many people in Washington and in the Department 
of Energy believe that our energy problem is not 
going to be solved in Washington, D.C. The federal 
government and DOE can help by funding various 
programs such as the Appropriate Technology Program. 
But in the final analysis, the state and local 
governments and individual citizens will solve the 
problems through their own efforts and their own 
commitment. It is therefore very encouraging to 
see the initiative and foresight which is being 
exhibited by Governor Ariyoshi, Senator Yim and 
his committee, and all of the people of the state 
who are addressing the problem and seeking solu
tions. 

Finally let me mention some of the Appropriate 
Technology awards for Hawaii and other Pacific 
islands. First, from the Pacific islands there 
are the following awards. 

From the Marshall Islands, there is an award 
for the construction, operation, and monitoring of 
a residential solar water heating system on an 
island of 10,000 people, whose only current source 
of energy is imported fuel. Second, Nomas Ho 
Fishing Cooperative on the island of Truk received 
an award to demonstrate solar driers to convert 
fish by-products into fishmeal. There is an award 
to the Sotowan Hospital in the Caroline Islands for 
a solar hot water system in a new hospital now 
being built on that island. Awards were also given 
to Monsignor Martinez of Guam, for a digestor to 
generate methane from compost; New Guam Research 
Institute, to install a solar cooling system in 
a public market where produce now spoils too 
quickly due to lack of refrigeration; Mr. C.R. 
Ludwig of Guam, for building and demonstrating 
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inexpensive buoys powered by wind generators; and 
Mr. Jaquet from the island of Guam to install solar 
hot water heaters for a variety of public buildings 
using volunteers who would thus become trained and 
acquire marketable skills. 

The Appropriate Technology Program could not 
have been pulled off without the participation of 
the State of Hawaii and various officials who did 
a lot of the work and made the whole thing run 
very smoothly. Some of those people from the State 
of Hawaii are: Hidako Kono, Dr. Grabbe, Norrie 
Thompson, Mr. Hegans of Hawaii Electric, Mr. Harai, 
Mr. Noto of Look Labs, Mr. Niahira, and Mr. Walkup. 
We and the people of Hawaii owe a great debt of 
thanks to all of these people for making this 
program work. 

The awards from Hawaii included the following: 
Vernon Trostle from Molokai received an award for 
installing a Pelton-type water wheel, which will 
charge batteries and provide electricity in an area 
that now has no electrical energy whatsoever. 
Another gentleman, Mr. Sebastian Dentzler, has 
the honor of receiving two awards. He received an 
award for a solar-assisted coffee drying platform 
and an award for a solar beeswax melter. Mr. Don 
Avery has received his award for research in how to 
pump the most water at the least cost using wind 
energy. Mr. James Chow received his award for the 
design of an integrated unit composed of a refri
gerator and a hot water heater to demonstrate the 
technical feasibility of utilizing those two 
together. Mr. Charles Raymond received his award 
for a solar powered device to track the sun and 
apply it to solar collectors. Two awards were 
made to Mr. Weisenhaupt: one for an anerobic di
gestor for homesteads and small farm use to process 
human and household organic waste to produce gas, 
and the other for an anerobic digestor to be used 
on Hawaiian pig farms, also to produce gas. Thomas 
Smith has received his award to construct and 
operate a plant to generate methane gas from 
existing cesspools. 

The next award was made to Hawaiian Sugar 
Planters Association to design, build, and test a 
solar water heating facility to be used to treat 
sugar cane seed pieces prior to planting, which is 
estimated to save up to 10 billion Btu's per pro
cessing facility. Herman Haskrup received an award 
to develop an energy saving propulsion system for 
small boats, which is quite appropriate for Hawaii. 
The Hawaii Community Design Center's award is for 
developing a small-scale energy technology infor
mation resource bank and demonstrating promising 
small-scale technologies for comparative tests for 
adaptation to the needs of Hawaii. It seems to me 
that is a very worthwhile award indeed. Finally, 
James Harwood received an award for his proposal 
to demonstrate a stationary reflecting solar col
lector, which has no need of tracking the sun, as 
do most parabolic reflecting collectors. 





The Process of Innovation for Financial Success 
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I am not an innovator in the sense of deve
loping products. I help others innovate, but I 
usually do not invest in the initial phases of an 
idea or prototype. I am a critical, impatient 
businessman, and in business we have to make a 
profit or we do not get paid. I am here to 
discuss commercializing patents. 

The people who came here from Europe were 
looking for the next frontier, and in a way this 
is what inventors do. In a technology related busi
ness, which must produce a profit, the innovation 
is a very small facet. Commercializing an idea 
requires management talent, engineering, manufac
turing, and finance. The distribution of profit 
relates to all those different contributions. 

I have been associated with 10 or 15 different 
technologies and I will present a short synopsis of 

Table 1. Elements of an innovative business. 

1. INNOVATION 

2. ENGINEERING 
Design, Protyping, Materials Selection, 
Production Design, Cost Effectiveness, 
Qua 1 ity Cont ro 1 

3. FINANCE 
Initial Capital, Facilities, Inventory, 
Receivables, Expansion 

4. MANAGEMENT 
Coordinate All Elements, Prevent Omissions 
Planning, Negotiations, Deals, Tax 
Strategies, Personnel Staffing & Development 

5. ADMINISTRATION 
Accounting, Billing and Collection, 
Personnel, Compliance 

6. MANUFACTURING 
Purchasing, Training, Production, 
Packaging 

7. SALES & MARKETING 
Advertising, Customer Motivation and Close 
Wholesale and Retail Relationships, Field 
Service 

8. DISTRIBUTION 
Packaging, Shipping, Warehousing 
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each, whether or not they worked out economically, 
describing the elements that affected the success 
or failure of those technologies. The inventor's 
personality and perspective on the broadness of the 
business can have a great deal to do with the 
success or failure of the technology development. 

Table 1 is a rough outline of the different 
elements of an innovative business. There has 
been a broad emphasis in this program so far on 
innovation and the protection of that innovation. 
Now we come' to the process of making a profit. I 
have been involved with technology-related ideas, 
products, and processes. Table 1 shows the ele
ments of a business in chronological order from 
the beginning of the project to profitability or 
failure. 

There is one entry for the innovation contri
but i on. It mi ght take one hour or 10 years to 
perfect an innovation and protect it so that it 
is worth developing. Most innovators want to do 
the innovation and the prototype and that is as 
far as their thinking goes. But that is only about 
10% of the business. I would encourage inventors 
to become impatient to develop their dreams further. 
Many companies fail because the innovator 
never stops innovating; he keeps redesigning before 
a finalized product is selected that can be sold to 
produce a profit. 

Engineering, the second entry in Table 1, in
volves manufacturing cost and convenience, quality 
control standards and reliability. Unless the 
engineering is effective, the production process 
will not work in the marketplace. These 10 or 11 
elements of a business are like an electrical cir
cuit. It takes many pieces to complete the circuit, 
and any failure of those elements can make the 
circuit fail. The role of a chief executive of a 
corporation is to be sure that no portion of that 
process fails--from beginning to profitability. 

After the innovation and engineering stages it 
is time to think about finance. There is not as 
much venture capital available today as there has 
been in the past. Our tax laws, as far as capital 
gains are concerned, are very discouraging. Sophis
ticated investors are not attracted to supporting 
innovation, as they once were. They want to see the 
invention developed. They want to have some 
assurance of effectiveness and acceptability in the 
marketplace before investing. The effective capi
tal gains rate of 45% to 50% is probably one of 



the worst problems businessmen have today. 

An investment should be associated with effec
tive management. The inventor may be a capable 
manager or may have to align himself with a capable 
manager to attract outside capital. Some of the 
capital may come with its own management, but most 
inventors prefer to see that experienced management 
exists before they place capital in a specific 
project. If the inventor has made a plan--a super
ficial one--and attracted some management and 
finance, he will have to decide what to do with 
the whole program. This means doing some elaborate 
business planning and negotiating with the investor. 

This presentation goes beyond innovation. My 
objective is to have participants meet each of 
those challenges to make it easier to evaluate the 
relative value of their innovations. Taxes are a 
major consideration in much of this planning. An 
operating company is taxed at 20% to 22% on profits 
below $50,000. If the corporate profits are only 
$50,000 that is not going to be enough to reward 
an investor and pay high royalties to an innovator. 

This list of the elements of a business can 
be contracted or expanded as much as you want. You 
have read and heard about all of the problems of 
business--they are real! It is very difficult to 
make a profit now. The average corporate profit 
of New York Stock Exchange companies is about 2 or 
3% of their annual sales. Cost of entry into the 
marketplace is much higher than it has ever been. 
Introducing and gaining acceptance of a new product 
or concept is an extreme challenge. When you 
change someone's mind, you have subjected him to an 
unpleasant experience. We are all used to doing 
what we do every day. We are used to buying the 
same things at the grocery store; going to work at 
the same time, and so on. A fantastic idea that 
really creates great economies or great advantages 
is not necessarily accepted in the marketplace. 
There are some clever and some very expensive ways 
to try to change the market and then expand it to 
accept new products. 

The absence of sound administration is the 
demise of many worthwhile innovations. Many small 
businesses fail for lack of accounting. If you 
really think you have something important and you 
are starting to make sales, it is important to get 
a certified public accountant to audit the balance 
sheet and operating statements. If you need to 
prove that you have accomplished something in terms 
of sales, marketing, or manufacturing, proper 
accounting is necessary. Sophisticated investors 
will demand good accounting systems. When it comes 
time to sell to a major corporation, whether or 
not the accounting and proprietary protection are 
in order will have a great deal of effect on the 
ultimate negotiations. Billing and collections are 
important. If you do not collect the money you 
cannot be paid a royalty and you cannot put it in 
the bank. All these things can keep a business 
from being successful. 

At this meeting there has been a great em
phasis on patentability and the patent process. 
As a busi nessman I do not thi nk one a lways needs 
a patent to protect an innovation. It depends on 
the product and the market size. I respect inno-
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vators but not necessarily because they hold 
patents. Consider what other protections there 
are in the marketplace. Patents have very serious 
limitations. It is a license to sue a lot of 
people. With a consumer product that is easy to 
duplicate, there could be many defendants. In 
Future Shock by Alvin Toffler, the author speaks 
of today's shortened product life cycles. By the 
time a lawsuit gets to court, the product life 
cycle may be over. For a device such as the 
side-by-side bicycle, which is easy to duplicate, 
it would be important to have a patent. Any major 
manufacturer of bicycles could duplicate that and 
compete in the marketplace. So in this case a 
patent is important. However, you still might make 
a profit whether you had a patent or not, if you 
were well managed and well financed. 

In some areas, such as chemical processes, 
trade secrets are a far more valuable method of 
protect i ng your i nnovat i on than patents. In many 
cases, the patent may proliferate your field of 
interest. I would much rather have a trade secret 
than try to enforce a patent. Major corporations 
are very fearful of suits in which there is a clear 
violation of the rights of a smaller company. I 
would rather have a diligently protected trade 
secret than a weak patent in a well developed area. 
It is very easy to protect ideas with a trade 
secret agreement or a two-party agreement by docu
menting that you have delivered certain information, 
which you consider prorietary, to somebody else. 

A head start in marketing and development may 
be much more valuable to an acquirer than a strong 
patent. In some cases a head start in the market
place will do much more than either trade secrets 
or patents. Do not sit on your invention if its 
time has come. Who knows what its popularity or 
what other technological advances will preempt its 
usefulness if you wait? 

Market dominance is a big factor. If you have 
an innovation that may not be proprietary, you 
should approach a company that will both show 
interest in your product and still have the market 
strength to make it successful. With many com
panies it is difficult to obtain an agreement to 
protect the idea. Many major companies want to 
attract new inventions in their field of activity, 
so if you can describe your innovation without 
giving it away, they may acknowledge a trade secret 
even though they are in the same industry. 

Our dental company produced and sold mechani
cal devices called the Zest Anchor. Much of that 
technology was developed in Germany and Switzerland. 
Dentistry in the United States was biologically 
oriented and in Germany and Switzerland it was 
mechanically oriented. Short prototype runs were 
inexpensive, and there were many inventions without 
patents or with expired patents. However, the manu
facturing complexity and the small marketplace made 
patent protection unnecessary. Because of the 
loyalty of the Swiss company, there were a lot of 
inventors receiving royalties on their innovation 
even though they did not have patent protection. 
Dentistry is a small market and does not attract 
many investors. The market for consumer products 
is very large, and a lot of investors are seeking 
those markets. If you can make billions you are 



going to attract more investment capital than if 
you can make thousands. 

This is a good time to talk about naive and 
sophisticated investors. Many professionals are 
faced with very high income tax and so an invest
ment of $10,000 or $20,000 is easy to secure, if 
it just offers a tax deduction. Many times that 
initial funding clouds the ownership of your 
innovation. By the time sophisticated investors 
are contacted, the total business situation is 
confused and you cannot make a dea 1. It is very 
important to plan ahead for what you want and are 
able to achieve and to establish long term or 
significant relationships. 

Some of the technologies I have helped distri
bute and market are listed in Table 2. The "P", 
"M", and "L" in the right-hand column stand for 
Profitable, Marginal, or Loss. 

During a 10-year period our dental company was 
involved in four major product areas. The first 
area was precision attachments, which were made in 
Switzerland and developed over approximately a 
50-year period. The manufacturing facilities, per
sonnel, and innovation were in place. In this case 
we needed to communicate with American dentistry 
about our product and it worked out very well. The 
precision attachments continue to be a well-managed, 
well-manufactured, profitable business. The dental 
company was sold to a large company in exchange for 
shares, and they continue to be very successful. 

The second product, Zest Anchor, is a preci
sion attachment. It was a little device for people 
with very few teeth remaining. The teeth that were 
left would be cut off at the gum line, allowing the 
roots to remain to stabilize false teeth. One part 
of the device was attached low on the root and the 
other in the denture. This technique saved valu
able roots of teeth. Max Zest had a good idea. He 
got a patent on it and he has been successful. The 
first year there were hardly any royalties. He 
spent about $15,000 of his own money, and we gave 
him $10,000 to sign an agreement. He had not made 
a profit because he had been working on the inven
tion for three years. However, for the past seven 

Table 2. Proprietary technologies. 

PRODUCT RESULT* 

DENTAL COMPANY 
Precision attachments 
Zest Anchor 
Occlusal Systems 
Nickel Alloy 

CHEMICAL COMPANY 
Sulfur Plant 
Sulfur Process 
Therma-Fuel Coke 
Air Scrubber 

Adex X-ray Film Processor 
Thermashield 
Laundry Chemicals 
Di gita 1 Watch 
Nicotine Free Cigarettes 

*P, profitable; M, marginal; L, loss. 

P 
P 
P 
M 
P 

M 
P 
M 
L 

M 
L 
? 
L 
? 
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years he has been making $10,000 to $20,000 a year 
in royalties. Max Zest is a man who had a good 
invention and created an economic success. 

The occlusal system was developed by an 
inventor who wanted to create prototypes forever. 
He was a very brilliant man who could never stop 
improving a complex system. That project only 
recently became profitable when the company was 
purchased by somebody who stabilized the design and 
then sold many units. This was a system that 
recorded jaw movement. It was a device that 
mechanically duplicated jaw movement so the dentist 
and technician could work together to make new tops 
for teeth in harmony with the movement of the jaw. 
This is an old science. The innovation simplified 
it so the procedure could be done on a reasonably 
economic basis. Busi~ess can only make profits if 
it can sell something over and over again, without 
reengineering, redesigning, and duplicating all 
those expensive steps. If all you want to do is 
invent and prototype, I hope you get a lot of satis
faction from it, because you are not going to make 
a lot of money! 

Fourth, we pioneered an alloy composed of 
about 80% nickel, with berrilium, copper, and alumi
num. It was suitable to replace gold as found in 
bridgework and porcelain caps for teeth. It has 
high strength, high temperature characteristics, 
and in some ways is far superior to gold-platinum 
alloys on which porcelain is baked. The inventor 
started with nothing, became rich and then became 
careless. He wanted to be both an inventor and a 
manufacturer in order to control his trade secret, 
which wouldn't have been bad if he were very care
ful about quality control. But he failed to be 
mindful of that aspect and made a lot of unsatifac
tory batches that were shipped allover the United 
States. Technicians who had been trained to handle 
gold and platinum without problems had trouble with 
this "technique-sensitive" metal. When he changed 
the specifications a little, half of the repeat cus
tomers had serious manufacturing problems. Imagine 
the difficulties caused when the porcelain breaks 
off because the metal wasn't quite ri ght. We 
withheld a couple of large monthly payments to the 
inventor until he could improve quality control 
standards. We had experienced contractual trouble 
before, so a quality control contract was written at 
the beginning of the venture. We had anticipated 
some problems with this inventor. We filed a cause 
of action and got temporary restraining orders, but 
the courts elected not to grant a preliminary in
junction. The inventor breached the exclusive 
distribution contract and decided to do it 
all himself, market and sell. The result was 
a protracted litigation. The alloy created about 
$400,000 of profit, but it wasn't any fun. If we 
had known about the problems, we would not have 
proceeded with the product. This influenced a de
cision to sell to a major New York Stock Exchange 
company that could cover the whole market because 
they had a parallel product line. 

Let us di scuss the chemi ca 1 company, the sul
fur prilling plant. The sulfur plant in Mohave, 
California, was a single-purpose plant. At first 
we made a lot of money because we were trading our 
sulfur allocations for ammonium sulfate, urea, and 
off-shore fertilizer commodities in a year when 



they were very attractive economically. Very 
shortly thereafter the worldwide sulfur market 
dropped and our small company did not have the 
economic means to hold out for several years. We 
did not have the diversity to help one plant's 
profits support another plant during difficult 
times. 

A major company in New York, privately held, 
wanted to be in the fertilizer business in Califor
nia. The plant was sold at a profit. The acquirer 
did not buy the sulfur prilling technology, but 
licensed the technology for that particular plant. 
We then licensed Foster-Wheeler Energy Corporation, 
a major company that does a lot of oil refinery 
design allover the world. Our sulfur technology 
was used to mechanically handle the sulfur that 
came from oil refineries. It would cost us $20,000 
to $50,000 to promote one of these plants to a 
major oil company. Well, you cannot do that too 
many times unless you are very well established in 
that business or very well financed. That techno
logy was better owned and developed by Foster
Wheeler Energy Corporation. The unit is marginal 
because Foster-Wheeler has not sold any plants at 
this time. If they do, we will collect between 
$75,000 and $150,000 in royalties per plant. 

We had another energy-related process in the 
chemical company. One oil refinery by-product is 
petroleum coke, which is a powdery material which 
comes from some refineries. There is a big shor
tage of anthracite coal or coking grade coal in 
the United States. We had a method by which to 
add a binder to this pure carbon coke and compress 
it into blocks, which could be used for the foundry 
industry in place of conventional coal foundry coke. 
Foundry coke requires a very environmentally pol
luting process and the price was rising rapidly. 
We could buy this petroleum coke from the oil 
refineries for $12 to $20 per ton. Foundry coke 
was selling for $150 per ton, so there was an 
economic opportunity there. 

In this case the inventors were not reliable, 
realistic men. We went through one man's process, 
which was an extrusion process, using vacuum and' 
other things. Rather than doing it on a bench 
scale, which would be expensive to develop, we 
wanted to leapfrog the bench-scale testing, and 
went directly to a pilot plant, using a clay brick 
extruder. We spent $150,000 on a pilot plant and 
the coke just would not extrude. The pressures 
would get so high that every time we tried to 
extrude it, it would break the auger, causing the 
failure of a $10,000 portion of the pilot plant 
experiment. 

Next we went to a different formula which 
utilized hydraulic compression. In that case there 
was always some question as to what the formula 
really was and the inventor refused to document it. 
He wanted to do his own testing and then give us 
testing results, which he could not duplicate. 
This project created a loss for us of approximately 
$200,000. In this case the inventor was someone 
who would always make one prototype and that satis
fied his needs. 

Many times the innovator in the technical 
process must remain with the company a long time 

56 

to help that company become successful. And he 
must communicate the idea very thoroughly. There 
is a tendency to be concerned that someone will 
steal your idea. If you have good documentation 
with a financially responsible person or company, 
you are well-protected. You will have to make peace 
with your concern that someone will steal your idea. 
Get yourself adequate legal protection with a full 
disclosure, and have a full, open, and honest 
relationship with the investor and manager of your 
acti vities. 

The Adex X-ray Film Processor is an example 
of a previously successful chemical innovation 
whose developer was forced to do the mechanical and 
electronic innovation at the same time and did not 
come up with a reliable product. There were very 
inconsistent market results with this product. The 
initiating company had made sales, but their sales 
were approximately $40,000 in the red. At the time 
of the takeover we put additional funds into the 
venture to try to make a success of the innovation, 
but soon found the cost of entry was excessive. 
By comparison, when I entered the dental field in 
1964 the cost of entry was low, but in 1977 the 
concentration of companies in this existing field 
and the expense of getting new dealer relationships, 
field sales personnel, etc., made the cost of entry 
much higher, so that within six months it became 
obvious that it was going to be impractical for us 
to proceed with the venture. It was going to take 
approximately $200,000 more, and the results were 
uncertain because we were not dominant in the mar
ketplace. Last June that technology was licensed 
to General Electric, who is the dominant x-ray 
manufacturer. They have an x-ray machine for the 
dental office that scans the whole mouth. GE was 
having difficulty developing the films reliably and 
efficiently. Our x-ray film process was a device 
that processed films in one reservoir and elec
tronically controlled the valves that released the 
chemicals rather than moving the films through a 
series of rollers and tanks. It was much more 
effective than hand x-ray developing systems, but 
marketing it required a big company with a need 
for effective x-ray film developing. 

The technology found a good home with a major 
company. This is the deal we made. There was 
about $80,000 in secured creditors and $150,000 in 
unsecured creditors for this product. After all 
those were settled there was some profit. No big 
company is goi ng to pay more than is necessary for 
a technology. The division manager, at the time, 
was an innovator and a very hard bargainer. Rather 
than selling the entire technology for all uses, 
we limited the company's use to the dental field. 
As soon as they had paid $250,000 the roya It i es 
ceased. We reserved the right for the medical and 
industrial applications. That was a ploy, and here 
is why. A major company will usually develop a 
product and change it around somewhat because of 
the "not invented here" syndrome. Many times they 
make a good contribution. However, most companies 
will not spend $300,000 for engineering, tooling, 
and testing without having the rights to all appli
cations and complete ownership of the product. I 
gave them an additional option to purchase the 
medical and industrial applications of that patent, 
which I think they will exercise. 



Air Scrubber was a device for purifying air. 
A small amount of chemical (less than 0.5%) was 
added to water. A series of spinning circular 
discs broke the water into extremely fine droplets, 
which fell into the device. Incoming air, which 
was contaminated with liquids and solids, entered 
from the bottom, passed through the fi ne spray, and 
left by way of the top. Much of the secret was 
in the chemical, which lowered the surface tension 
of the water and made droplets one-fortieth the 
size of the droplets produced with the normal sur
face tension of water. 

The inventor had many inventions that never 
paid off. He would complete the prototypes and 
make an effective demonstration, but his distrust, 
unreliability in appointments, and lack of scienti
fic integrity kept him from ever being financially 
successful. Although he was one of the most bril
liant inventors I have ever met, he was also a 
frustrating collaborator. In business it is impor
tant for the inventor to do what he promises. 

Thermoshield is a heat insulating and fire 
proofing coating for plastic, wood, and structural 
steel. One-quarter inch of thermoshield, which was 
essentially borax, sodium silicate and aluminum, 
would impart heat and flame resisting properties 
under high temperatures. We had some excellent 
experiments, but the inventor, a very likeable per
son, did not document his technology sufficiently 
to implement his idea after he died. It would have 
cost a great deal of money to duplicate all of his 
experiments, which were not carefully recorded. 
The project was abandoned for want of a clear, 
well-documented record. That was a loss--for 
society, the man's family, and of a small amount 
of invested capital. 

The next development was made by a small 
company that developed chemical products for the 
laundry chemical market. The laundry chemical 
market in the United States is probably a $400 
million a year business. These scientists 
developed some very superior laundry chemicals. 
They used surfactants and solvents as well as 
soap, thereby reducing water consumption, time 
cycles, and utility usage in the laundries. The 
laundry industry does not do sophisticated cost 
accounting and they do not have the economic tools 
to evaluate the advantages of the chemicals. The 
company was not dynamically operated from a mar
keting point of view. The founders were tech-

57 

nically proficient but they were not proficient 
in management and sa 1 es. If that company can be 
properly managed and properly financed, I think it 
has a very bright future. They could get a big 
part of the market. We may seek a large corporate 
partner in that industry in the future. 

The digital watch company, Nestime, had a real 
lead in the field. In this company the marketing 
and product development were dominant, but it 
failed for lack of financial economies and good 
judgment. The man in charge was a good salesman, 
but he did not want to sell his company until he 
could get $5 million for it. Through a series of 
corporations and limited partnerships, the lack of 
sound judgment cost the investors $2 million. The 
company did have a h~ad start. Fortunately, I was 
not an investor in that venture, but I was on the 
Board of Directors for a short time and resigned 
when I saw the impractical direction of the presi
dent and largest shareholder. This is another 
instance in which many successful elements were 
present, but one or two elements prevented success. 
All the elements have to work together in order to 
make a profit. An unfortunate truth is that often 
the best lessons are learned from failure rather 
than success. 

The nicotine-free cigarette is another innova
tion that is an appealing investment. Rice hulls 
are used as a base. A very responsible German 
company had developed a machine that can process 
these rice hulls so that the kernels are like 
tobacco, and they can add flavors and create 
aromatics. The taste and the ash characteristics 
are very much like a conventional cigarette, 
except there is no nicotine. The management of 
that company is strong and has a good background. 
Its former president headed a cigarette company 
division and his partner was responsible for the 
development of 120 retail stores. They know the 
marketplace within their industry. I think that 
company, starting from scratch, will probably be 
worth $30 million in three to five years. 

These are a few true stories. I hope it has 
been helpful in adding a perspective to your 
innovation. The emotional excitement from and 
attachment to an invention are contrary to the 
dsciplines necessary for business success. The 
relationships you make and the way you discipline 
yourselves will have a tremendous effect upon 
your success. 
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"Protection of intellectual property" sounds 
exciting and wide ranging, but it breaks down into 
some easily understood concepts. "Intellectual 
property" is defi ned as products of the mi nd, and 
obviously inventions are all products of the mind. 
They may be embodied in wood, metal, glass, or 
plastic, but they all come from the intellect. The 
question is, how do we protect something of the 
mind? As soon as we tell an idea to someone, he 
knows it also. He hasn't gone through all the 
effort of bringing forth this new concept, but he 
knows it. 

This has been a problem for thousands of years. 
In ancient days, guilds were formed to try to keep 
secret and protect the processes of making glass 
and metal, refining ores, and making butter and 
cheese. All sorts of guilds were formed, and 
telling non-members the secrets carried the penalty 
of death. Where there was little communication or 
travel back and forth, secret methods could be con
trolled in a reasonable way. As the world became 
more populous and business interchanges became more 
effective this "guild secret" procedure became less 
effective. Innovators approached the king, who 
granted them exclusive rights to their processes. 
These grants were written and were called "letters 
patent. " 

The king also granted letters patent for 
exclusive rights to land. William Penn operated 
under letters patent. Most of our founding fathers 
held letters patent to land when they first came 
here, established territories, and set up the 
Colonies. Gradually this type of letters patent 
declined and later developed into the patent system, 
in which letters patent are granted to give exclu
sive rights to inventors for the fruits of their 
mental effort. 

When the United States was founded, Britain 
had been granting letters patent for some years, 
although not on exactly the same system we use 
today. There were quite a lot of differences. In 
fact, there were a lot of differences between the 
first United States patent on how to make potash 
and the patents we have today. This is a viable, 
dynamic process that takes place because there is 
a need for these changes. 

One of the changes that is currently exciting 
patent attorneys, inventors, and those who deal 
with inventors, is the tendency toward an inter
national or world patent. We hope someday there 
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will be one patent that will be valid throughout 
the world. That is not the case today. In fact, 
as of April 1, 1978, one patent is valid in one 
country. Historically, each country has been proud 
of its sovereignty and has not been willing to 
grant extraterritorial rights in the nature of 
patents. But the trend toward an international 
patent is continuing. On June 1, 1978, one of the 
treaties leading to this outcome will become opera
tive. The European countries are originating a 
multinational patent called "Europatent." The 
proposed procedures are still undergoing a process 
of change. 

At the time the country was formed and the 
Constitution was made, the founding fathers were 
concerned about securing rights for inventors to 
promote advances. Thomas Jefferson was quite an 
inventor himself, and of course he was anxious to 
promote the useful arts. It is appropriate that 
he was the driving force behind Article 1, Section 
8 of the Constitution, which secures for authors 
and inventors the benefits of their respective 
writings and discoveries. At that time, inventors 
were not patenting what they did. The people in 
the Colonies had to design, develop, and make 
almost everything they used. Many things were 
invented over and over and over again, each time 
with a lot of trial and error. To provide some 
incentive to invent and to disclose the invention 
to the public, the founding fathers looked to 
the English Common Law system, and the grant of 
letters patent. The first patent laws were passed 
and the Patent Office was established. In the late 
1800s, the Commissioner of Patents said, "I think 
we might as well close up the Patent Office. 
Everythi ng of worth has already been invented." 
If you think of all the things that have been 
invented since that time, you will find the 
problem is sometimes one of not seeing far enough 
ahead. 

I would like to define some of the terms used 
in the patent area. Patenting inventions has be
come a highly technical art and it is necessary to 
define these concepts clearly. There are many 
phrases which have definite meanings and which, if 
used properly, convey a lot of information. 

The first term is "patent," or "letters 
patent." A patent is a kind of contract. It is 
an exchange between the inventor and the government 
for consideration in both directions, sometimes 
called "quid pro quo." What does the inventor give 



the government? The inventor makes the idea public, 
so the public can have the unrestricted right to 
see what it is, use it, copy it, and so forth. 
That is fine, but what does the inventor get out 
of it? What is the "quid pro quo" coming from the 
government? A patent is sometimes defined as a 
"limited monopoly" because it grants the right to 
exclude others from practicing the invention. The 
right you obtain from the government is also some
times considered to be property. It is governed 
by the rules of personal property, and you can 
establish a property right in a patent. It has 
value, you can sell it or license others to prac
tice the invention, but the value all derives from 
the right to exclude others. This right is 
ultimately enforced by the Court, which grants 
injunctions preventing the infringer from copying 
that invention. 

The inventor gives the disclosure of the inven
tion to the public. The federal government gives 
the patentee the right to exclude others from 
practicing the invention. Because the ultimate aim 
of this is to make the invention available to the 
public, this right to exclude others is limited to 
a term of 17 years from the date of issue of the 
patent. This 17 years is not necessarily the 
length of the time the invention is protected under 
our patent laws because there is a certain deter
rent value in marking an invention "Patent Applied 
For" or "Patent Pending." This warns a potential 
infringer that there is a patent pending. It may 
issue, you may be able to obtain an injunction 
against him, and he may be stuck with a lot of 
expenditures that he cannot recover. You should 
mark inventions "Patent Applied For" or "Patent 
Pendi ng" provi ded you have actua lly fi 1 ed a patent 
application in the United States Patent and Trade
ma rk Offi ce. 

The reason for this proviso that the applica
tion actually be filed is that to do otherwise 
would be fraudulent. The prohibition against false 
marking is found in the False Marking Statute, 
which states that offenders shall be fined $500 for 
each instance of false marking. False marking is 
placing "Patent Applied For," "Patent Pending," or 
similar words on something which is not covered by 
a patent application in the Patent Office. "Pending" 
simply means the application has been filed. It 
has not yet issued as a patent, it has not been 
finally rejected, and all appeal remedies have not 
been exhausted. 

Now we get to the subject of invention. Every
one in this room has a concept of what an invention 
is, ranging from a very nebulous idea to a very 
specific idea based on concrete facts. 

One of the requirements for a patent is that 
the invention must be novel. That simply means 
that it cannot be the same as something that has 
been done before. Another requirement is that the 
invention must be useful. Usefulness is a problem 
in chemical applications, because many developments 
are on intermediate chemicals that are only useful 
in producing an ultimate chemical compound. It has 
sometimes been quite a problem to show usefulness 
apart from this intermediacy. Fortunately, the 
Patent Office and the courts seem to be relaxing 
their positions on what is necessary to show use-
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fulness. The usefulness of electronic inventions 
and mechanical inventions is usually apparent from 
the invention itself. It does something, it is 
good for something, it does it a little better and 
cheaper, and it does something that has never been 
done before. So the usefulness problem is not 
really a great one. 

The third requirement is the real difficulty. 
That is the "unobviousness" requirement, which is 
extremely difficult to pin down. The statute says 
that the invention cannot have been obvious to a 
person of ordinary skill in the particular art to 
which the invention relates at the time the inven
tion was made. This is paraphrasing the wording 
in Graham v. John Deere in which the United States 
Supreme Court announced the guidelines for deter
mining what was or was not obvious under Section 
103 of the United States Code, Title 35. 

The "person of ordinary skill in the art" 
probably is the most difficult part of the concept 
to defi nee He is not the sk ill ed inventor. He is 
not necessarily a skilled mechanic when the ordi
nary skill in the art does not rise to that level. 
And yet, in determining what is the level of 
ordinary skill, the courts have had a lot of 
difficulty. Even on the high level of the judi
ciary, that there is still uncertainty about the 
test of "obviousness." 

At some point, being a patent attorney stops 
being a technical occupation and becomes an art. 
The precedents are involved, confusing, and are 
based on so many different facts that we can only 
make informed guesses as to how a particular court 
will react to a particular situation. Fortunately 
there is a large body of law relating to patents 
that can be consulted to get an idea of the 
probable outcome. 

Among the statutory classes of invention are: 
a machine; a process or method, such as a chemical 
process or a method of making something; an article 
of manufacture (a new ash tray, something without 
moving parts but which is a manufactured article 
and has certain advantages because of it); and a 
composition of matter, which is usually a chemical 
mixture. Also included are plants which may be 
asexually reproduced. Plant patents can be quite 
valuable. Here in the islands with all of the 
experimentation and the favorable growing condi
tions, I would think there might be a great 
interest in horticulture and developing new vari
eties of plants. These plants can be protected 
with plant patents so long as they can be repro
duced by a method other than using only seeds. 
Reproduction can be by grafting, propogating, root 
cuttings, and methods of that nature. 

The other category of patents is not usually 
considered as one of the statutory classes but is 
statutory in nature. These are design patents, 
which are intended to protect the ornamental or 
artistic appearance of something. It could be a 
design for almost anything, but it does have to 
have artistic value apart from its functional or 
utilitarian aspects. Thus, suppose you made an ash 
tray that was circular, had a rounded rim with four 
slots in it, and a dish-shaped center section. 
Assuming that it were new and no one had done it 
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They may be embodied in wood, metal, glass, or 
plastic, but they all come from the intellect. The 
question is, how do we protect something of the 
mind? As soon as we tell an idea to someone, he 
knows it also. He hasn't gone through all the 
effort of bringing forth this new concept, but he 
knows it. 

This has been a problem for thousands of years. 
In ancient days, guilds were formed to try to keep 
secret and protect the processes of making glass 
and metal, refining ores, and making butter and 
cheese. All sorts of guilds were formed, and 
telling non-members the secrets carried the penalty 
of death. Where there was little communication or 
travel back and forth, secret methods could be con
trolled in a reasonable way. As the world became 
more populous and business interchanges became more 
effective this "guild secret" procedure became less 
effective. Innovators approached the king, who 
granted them exclusive rights to their processes. 
These grants were written and were called "letters 
patent. " 

The king also granted letters patent for 
exclusive rights to land. William Penn operated 
under letters patent. Most of our founding fathers 
held letters patent to land when they first came 
here, established territories, and set up the 
Colonies. Gradually this type of letters patent 
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sive rights to inventors for the fruits of their 
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dynamic process that takes place because there is 
a need for these changes. 

One of the changes that is currently exciting 
patent attorneys, inventors, and those who deal 
with inventors, is the tendency toward an inter
national or world patent. We hope someday there 
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will be one patent that will be valid throughout 
the world. That is not the case today. In fact, 
as of April I, 1978, one patent is valid in one 
country. Historically, each country has been proud 
of its sovereignty and has not been willing to 
grant extraterritorial rights in the nature of 
patents. But the trend toward an international 
patent is continuing. On June I, 1978, one of the 
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tive. The European countries are originating a 
mult i nat i ona 1 patent called "Europatent." The 
proposed procedures are still undergoing a process 
of change. 

At the time the country was formed and the 
Constitution was made, the founding fathers were 
concerned about securing rights for inventors to 
promote advances. Thomas Jefferson was quite an 
inventor himself, and of course he was anxious to 
promote the useful arts. It is appropriate that 
he was the driving force behind Article I, Section 
8 of the Constitution, which secures for authors 
and inventors the benefits of their respective 
writings and discoveries. At that time, inventors 
were not patenting what they did. The people in 
the Colonies had to design, develop, and make 
almost everything they used. Many things were 
invented over and over and over again, each time 
with a lot of trial and error. To provide some 
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to the public, the founding fathers looked to 
the English Common Law system, and the grant of 
letters patent. The first patent laws were passed 
and the Patent Office was established. In the late 
1800s, the Commissioner of Patents said, "I think 
we might as well close up the Patent Office. 
Everythi ng of worth has already been invented." 
If you think of all the things that have been 
invented since that time, you will find the 
problem is sometimes one of not seeing far enough 
ahead. 

would like to define some of the terms used 
in the patent area. Patenting inventions has be
come a highly technical art and it is necessary to 
define these concepts clearly. There are many 
phrases which have definite meanings and which, if 
used properly, convey a lot of information. 

The first term is "patent," or "letters 
patent." A patent is a kind of contract. It is 
an exchange between the inventor and the government 
for consideration in both directions, sometimes 
called "quid pro quo." What does the inventor give 



the government? The inventor makes the idea public, 
so the public can have the unrestricted right to 
see what it is, use it, copy it, and so forth. 
That is fine, but what does the inventor get out 
of it? What is the "quid pro quo" coming from the 
government? A patent is sometimes defined as a 
"limited monopoly" because it grants the right to 
exclude others from practicing the invention. The 
right you obtain from the government is also some
times considered to be property. It is governed 
by the rules of personal property, and you can 
establish a property right in a patent. It has 
value, you can sell it or license others to prac
tice the invention, but the value all derives from 
the right to exclude others. This right is 
ultimately enforced by the Court, which grants 
injunctions preventing the infringer from copying 
that invention. 

The inventor gives the disclosure of the inven
tion to the public. The federal government gives 
the patentee the right to exclude others from 
practicing the invention. Because the ultimate aim 
of this is to make the invention available to the 
public, this right to exclude others is limited to 
a term of 17 years from the date of issue of the 
patent. This 17 years is not necessarily the 
length of the time the invention is protected under 
our patent laws because there is a certain deter
rent value in marking an invention "Patent Applied 
For" or "Patent Pending." This warns a potential 
i nfri nger that there is a patent pendi ng. It may 
issue, you may be able to obtain an injunction 
against him, and he may be stuck with a lot of 
expenditures that he cannot recover. You should 
mark inventions "Patent Applied For" or "Patent 
Pending" provided you have actually filed a patent 
application in the United States Patent and Trade
ma rk Offi ce. 

The reason for this proviso that the applica
tion actually be filed is that to do otherwise 
would be fraudulent. The prohibition against false 
marking is found in the False Marking Statute, 
which states that offenders shall be fined $500 for 
each instance of false marking. False marking is 
placing "Patent Applied For," "Patent Pending," or 
similar words on something which is not covered by 
a patent app 1 i cat ion in the Patent Offi ceo "Pendi ng" 
simply means the application has been filed. It 
has not yet issued as a patent, it has not been 
finally rejected, and all appeal remedies have not 
been exhausted. 

Now we get to the subject of invention. Every
one in this room has a concept of what an invention 
is, ranging from a very nebulous idea to a very 
specific idea based on concrete facts. 

One of the requirements for a patent is that 
the invention must be novel. That simply means 
that it cannot be the same as something that has 
been done before. Another requirement is that the 
invention must be useful. Usefulness is a problem 
in chemical applications, because many developments 
are on intermediate chemicals that are only useful 
in producing an ultimate chemical compound. It has 
sometimes been quite a problem to show usefulness 
apart from this intermediacy. Fortunately, the 
Patent Office and the courts seem to be relaxing 
their positions on what is necessary to show use-
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fulness. The usefulness of electronic inventions 
and mechanical inventions is usually apparent from 
the invention itself. It does something, it is 
good for something, it does it a little better and 
cheaper, and it does something that has never been 
done before. So the usefulness problem is not 
really a great one. 

The third requirement is the real difficulty. 
That is the "unobviousness" requirement, which is 
extremely difficult to pin down. The statute says 
that the invention cannot have been obvious to a 
person of ordinary skill in the particular art to 
which the invention relates at the time the inven
tion was made. This is paraphrasing the wording 
in Graham v. John Deere in which the United States 
Supreme Court announced the guidelines for deter
mi ni ng what was or vias not obvi ous under Sect ion 
103 of the United States Code, Title 35. 

The "person of ordinary skill in the art" 
probably is the most difficult part of the concept 
to define. He is not the skilled inventor. He is 
not necessarily a skilled mechanic when the ordi
nary skill in the art does not rise to that level. 
And yet, in determining what is the level of 
ordinary skill, the courts have had a lot of 
difficulty. Even on the high level of the judi
ciary, that there is still uncertainty about the 
test of "obviousness." 

At some point, being a patent attorney stops 
being a technical occupation and becomes an art. 
The precedents are involved, confusing, and are 
based on so many different facts that we can only 
make informed guesses as to how a particular court 
will react to a particular situation. Fortunately 
there is a large body of law relating to patents 
that can be consulted to get an idea of the 
probable outcome. 

Among the statutory classes of invention are: 
a machine; a process or method, such as a chemical 
process or a method of making something; an article 
of manufacture (a new ash tray, something without 
moving parts but which is a manufactured article 
and has certain advantages because of it); and a 
composition of matter, which is usually a chemical 
mixture. Also included are plants which may be 
asexually reproduced. Plant patents can be quite 
valuable. Here in the islands with all of the 
experimentation and the favorable growing condi
tions, I would think there might be a great 
interest in horticulture and developing new vari
eties of plants. These plants can be protected 
with plant patents so long as they can be repro
duced by a method other than using only seeds. 
Reproduction can be by grafting, propogating, root 
cuttings, and methods of that nature. 

The other category of patents is not usually 
considered as one of the statutory classes but is 
statutory in nature. These are design patents, 
which are intended to protect the ornamental or 
artistic appearance of something. It could be a 
design for almost anything, but it does have to 
have artistic value apart from its functional or 
utilitarian aspects. Thus, suppose you made an ash 
tray that was circular, had a rounded rim with four 
slots in it, and a dish-shaped center section. 
Assuming that it were new and no one had done it 



that way before, would those design features be for 
ornamental purposes or utilitarian purposes? Of 
course, the slots are to to hold the cigarette so 
it won't fallout of the ash tray, and the center 
part would be for the butts and ashes and so forth. 
That particular ash tray design would not justify 
a valid design patent. But perhaps if you dis
torted the shape in a way which bore no relation 
to its use as an ash tray, it could qualify for 
a design patent. 

Another subject is copyrights. It is impor
tant to distinguish among a patent, a copyright, 
and a trademark. Copyrights are intended to 
prevent others from copying the originator's mode 
of expression of a literary, artistic, or musical 
concept. Legally, it requires less originality 
than a patent. The artistic or literary concept 
could be obvious and yet still be subject to 
copyright. For example, compilations are subject 
to copyright. The telephone book can be copy
righted, and usually is, and it has nothing new 
in it except all the names and addresses and 
telephone numbers of the subscribers. But the 
way it is put together is subject to copyright 
protect ion. 

The protection afforded by copyright is ex-
t reme ly 1 i mited. It is 1 i mited to keepi ng others 
from copying your work, not just from coming close. 
Anyone can express the concepts involved without 
infringing the copyright. A book may have a lot 
of very novel ideas set forth in it and may be 
copyrighted. If someone else writes a book, uses 
exactly the same ideas but phrases them a little 
differently, and arranges the book a little dif
ferent ly, he is probably not guil ty of copyri ght 
infringement. The same thing holds true with 
musical compositions. Musical themes, up to a cer
tain point, can be copied. Different arrangements 
can be copyrighted, so the particular arrangement 
cannot be copied. Thus arrangements of existing 
songs can be protected by copyright. Of course, 
you have to be a little careful there; you might 
run into a copyri ght on the ori gi na 1 song. 

Now we come to another important concept, the 
trade secret. A "trade secret" means an idea, a 
concept, information, or compilation, which is kept 
secret and which is useful in trade or industry. 
The courts will protect these as a form of property, 
but only so long as they remain a secret. This 
immediately eliminates about 80% of all inventions 
because products embody the invention, whether 
these products be articles of manufacture or ma
chines. The invention cannot be kept secret. A 
competent engineer and a good lab can do reverse 
engineering and discover exactly what you have 
done, without reference to your secret material, 
by starting with what you have made, which was 
bought on the open market. 

If indeed the accused infringer of a trade 
secret can prove that he did not missappropriate it 
or acquire it from someone who was supposed to keep 
it secret, but derived it from the product on the 
market, he is off the hook entirely. As soon as 
a trade secret becomes known to the public, it 
loses its entire status as a trade secret, and is 
no longer an enforceable right. This puts the 
inventor ina di 1 emma. If he has an idea that 
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could be kept secret, such as growing new crystals 
for electronics work that are bigger than had ever 
been grown before, he will be tempted to keep it 
secret. It has been attempted, and a famous case 
of Kiwanee v. Bicron resulted, in which the u.s. 
Supreme Court affirmed that trade secrets are sub
ject to protection. There was an earlier case 
which had indicated that trade secrets were not 
protectable. In the turmoil of the legal process, 
this eventually came to court, and later went to 
the Supreme Court, which differentiated patents 
from trade secrets. Trade secret protection 
prevents others from stealing your property. 
Patent protection is a monopolistic right given in 
return for making the property public at a later 
date. The purpose is to make inventions freely 
available to the public when the patent expires. 
The whole idea of patent protection is to stimulate 
innovation by protecting investments in time, money, 
and effort. The whole idea of trade secrets is 
to stimulate invention by keeping it secret so 
competitors cannot take the idea away from you. 

The trade secret is not limited in duration 
if you can keep it a trade secret. The formula for 
Coca Cola, after many years, is still a valuable 
trade secret. Here is a case where reverse engi
neering has not worked. No one, to mY knowledge, 
has ever successfully duplicated the taste of Coca 
Cola. They have come close, they have run all 
sorts of analyses. I read an article on all the 
ultra-modern spectrographic analyses and tests 
that have been run on Coca Cola syrup in an effort 
to find what makes it taste the way it does. Ap
parently it still has not been duplicated. 

The mention of Coca Cola brings up the subject 
of trademarks. Trademarks require no originality. 
You just have to be the first to appropriate and 
use the mark on your particular product. Trade
marks will have a value for some of you after you 
are in business. You appropriate a mark and use 
it, and establish value in it. 

Suppose you have done your creative thinking, 
thought about how to develop the invention, and 
have an invention that you know will work. You 
know this because you have actually made one and 
it works, or as often happens, it is clear that it 
will work just from a sketch and description. What 
do you do about it? One option is to file your 
own patent application. Then you can prosecute it 
through the Patent Office, and they will try to 
give you all the help they can. This is not ad
visable, and therefore the Patent and Trademark 
Office almost always recommends that you consult 
a registered patent attorney or an agent who is 
recognized to practice before the Patent Office. 
The procedures are intricate and they require a 
specialized knowledge of law, engineering, and 
patent practice. 

Most of our clients have great knowledge of 
engineering, particularly in their own subject area. 
Some of them know something about law. Some of 
them even know something about patent practice. 
The third kind might successfully prosecute a 
patent application, but then we come to the ques
tion, how good is the patent? Unless the inventor 
thinks in terms of enforcing that patent after it 
issues, it is very easy to make mi stakes that 



vi t i ate the strength of the patent. It is very 
easy to make mistakes which result in an invalid 
patent. It is easy to make limitations in your 
claims, which are successfully avoided by com
petitors who simply design around the limitations. 
So it is extremely important to consult someone who 
is skilled in preparing and obtaining patents. 

There are at least two active patent practi
tioners here in the Islands. Mr. George Loo is a 
patent attorney in Honolulu and Mr. William B. 
Winter of Hilo is a patent agent. Let me explain 
the difference between a patent agent and a patent 
attorney. Both of these gentlemen are recognized 
to practice before the United States Patent Office. 
They can prepare and file applications, prosecute 
them through the Patent Office and the Patent 
Office Board of Appeals to the final outcome. 
However, only an Attorney at Law can take the 
matter to court, draw up agreements, and so on. 

The big question is, what to do first? You 
want to patent your invention. Quite a bit of 
comment has been made here about searching. All 
I can add is that your librarian is your best 
friend. Go to the library, tell the main librarian 
what you are interested in finding, and look 
through the technical literature, Patent Gazettes, 
and whatever is available. Of course your patent 
attorney or agent can help you with searching but 
it is best if you can do part of this work yourself. 
The patent attorney is not trying to get out of 
doing any work, but he wants to do a better job for 
you in a shorter period of time. Go to the patent 
attorney prepared with information on patents that 
are close to your invention. This immediately 
leads him to the index of classification and helps 
him find the most likely places to look. 

Practically all patent attorneys have associ
ates in Washington, D.C.,who are called searchers. 
They are patent attorneys who conduct searches 
through the 9 million U.S. Patents. (Ordinarily it 
is so expensive to search for foreign patents that 
it is not usually done in a preliminary patent 
search.) 

These searchers are very skilled in figuring 
out which classes to consult. One problem they 
face is that the classification system is based on 
what is claimed in the patent rather than what is 
disclosed. Of course the reason for the search is 
to find out what has been published and disclosed. 
It is a highly skilled art, and searchers certainly 
have to know the classification system and indivi
dual patent examiners. They sometimes go up to the 
examining group and talk to the examiner. They may 
even be allowed to look in the private files of 
the examiner for prior art. 

Keeping records is extremely important. Al
most everyone believes that you should write out 
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a description and a drawing, seal it in an envelope, 
and mail it to yourself for protection. In fact, 
that procedure is practically worthless. Your 
envelope at best is proof that it was mailed and 
not proof of its contents, because it could have 
been tampered with. 

The courts tend to think that inventors are 
consummate liars. There are very few areas of the 

law where the testimony of a party is only accepted 
with corroboration, and yet this is one. This 
mailing of a sealed envelope to yourself is prac
tically a worthless gesture. It is not completely 
worthless--it is evidence to corroborate your 
testimony and therefore you can bring it forth in 
court. But it is the persuasive value of the 
evidence that counts. 

A lot has been said here about keeping a bound 
book (not a looseleaf book), entering descriptions 
of your inventions in chronological order, and 
having two witnesses sign each page. The reason 
for using a bound book and chronological entries 
is in case your witnesses are not available some 
time in the future. It may be 10 years in the 
future when you need this evidence and the wit
nesses might not be available. You still want to 
be able to produce the evidence. Of course we have 
in the law something called the hearsay rule, which 
says that you cannot refer to a document unless 
the person who wrote the document is there to be 
cross-examined. But there are exceptions to the 
hearsay rule. One of them is called the Shop Book 
Exception. This is the exception that covers 
invention records and I very strongly advocate that 
you do keep them. 

There is a company in Chicago that makes bound 
notebooks in a very good form. You use a carbon in 
it and tear out the second sheet. The first sheet 
remains permanently bound in the book and the car
bon copy can be sent to your patent attorney. He 
will date stamp it, put it in his file, and can 
testify that it has been in his file and has not 
been out since. 

The same thing applies with a disclosure. This 
testimony by a patent attorney has been held to be 
very good evi dence. Hovlever, any time you depend 
on someone' s test i mony, there is a lways the ques
tion of whether or not the witness is telling the 
truth. That is why the Patent Office Disclosure 
Document program was set up--to provide the most 
convincing proof. The Disclosure Document has been 
in government files, it has been kept secret there, 
and no one has access to it. The inventor has no 
access to it. There is no way anyone can change 
anything in that file. 

A Disclosure Document is kept in the files of 
the Patent Office for two years. If it is referred 
to in a patent application during that period of 
time, the Disclosure Document is then transferred 
into the patent application file, where it becomes 
part of the record and serves to establish your 
early date of conception. However, if you do not 
file a patent application within a two-year period, 
the Disclosure Document is destroyed. If you have 
your patent attorney prepare and file the Disclo
sure Document for you, he dates a copy and keeps 
it in his file. After the two years have expired, 
the disclosure cannot be used as a document of 
public record. The attorney's copy could still be 
used as evidence, if suitably authenticated. 

It is necessary to make a full disclosure of 
your invention in your patent application. The 
disclosure must be "enabling," which means it must 
be sufficient to enable someone else to practice 
the invention you are claiming. If you do not make 



an enabling disclosure, you have not given your 
part of the consideration for the bargain with the 
governmment and the patent will be held invalid. 
Also there is a requirement that the disclosure 
reveal the best mode of practicing the invention 
that is known to you at the time you file the 
application. Unfortunately, in the past there have 
been applicants, usually big companies, who have 
figured out several ways to perform the invention, 
but did not want to tell their competitors the best 
way. So they disclosed one of the ways of prac
ticing the invention, obtained broad claims that 
also covered the best way, and eventually sued for 
infringement. Unfortunately, they found out the 
law means what it says. It was proved that they 
had known a better way of practicing the invention 
and had not disclosed it, and therefore their 
patent was held invalid. 

An application also has to have drawings if 
the nature of the invention warrants this. These 
drawings must be made in accordance with Patent 
Office standards. These standards are established 
because the drawings are reproduced many times in 
the Official Gazette, in the printed patent copies, 
and so forth. The drawing must be on Bristol board 
and in india ink. Whitener cannot be used to eli
minate mistakes, the drawings must be line shaded 
and must use the approved Patent Office symbols, 
and so forth. They are best done by a skilled 
patent draftsman. I have had clients who have 
tried to do their own drawings, and only one suc
ceeded in making an acceptable drawing. Most of 
the others had the drawings done over again because 
the requirements are quite rigid. 

The specification is the part that describes 
the invention and how it is practiced. And there 
must be at least one claim in the application, 
which is the most important part. The disclosure, 
the drawing, and the specifications are all things 
the inventor is giving up. What does he get? The 
government gives the inventor the right to exclude 
others from practicing the invention. But in order 
to exclude others you have to define the area from 
which they can be excluded. If you own a piece 
of real property you can exclude others from it, 
but only within the property lines. In a sense 
the patent claim defines the lines within which 
you have this exclusive area. Claims are the most 
difficult part of patent preparation and they are 
the area in which you are most likely to need the 
services of a patent attorney. 

Until a few years ago a patent application was 
considered something like an adversary proceeding. 
The inventor was on one side and the government on 
the other side and they bargained back and forth. 
The inventor tried to get the most for what he was 
giving up. And the government, on the other hand, 
tried to give as little as possible in exchange for 
this disclosure. There were some cases in which 
a company made inventions, ran tests, and disclosed 
only the tests that were favorable to that inven
tion, ignoring the tests that were not favorable. 
There were other cases in which the company knew 
of newer prior art, which the examiner had been 
unable to find in his search, and did not mention 
it. Those patents were ultimately held invalid 
because, although this is a bargaining situation, 
it is the public that you are bargaining with, and 
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you are not entitled to hold back information and 
act in bad faith. 

Finally our Rules of Practice were changed, 
and the declaration we sign now sets forth that the 
applicant owes a duty of full faith and candor to 
disclose to the Patent Office all of the known 
pri or art, or any other i nformat i on whi ch is materi
al to the examination. If you make tests and you 
have some adverse results, you will have to submit 
them right along with the good results. That is 
really all to the good. If the inventor has built 
up a nice business and must sue an infringer, his 
patent may be held invalid because he did not men
tion some prior art in the application. "Prior art" 
means more than just prior patents. It can be 
prior U.S. patents, foreign patents, publications, 
or actual models that were built in the past. It 
is whatever came before that embodied the invention 
involved. 

The application is filed in the United States 
Patent and Trademark Office. Now we have another 
term: "prosecuting" the application. "Prosecution" 
means the procedure that takes place in the Patent 
Office where the examiner will either issue a re
jection or an office action. In that case, the 
examiner states that the claims are too broad in 
view of the prior art. The patent attorney changes 
the claims slightly, shows why his client should 
not have to make any more changes in the claims, 
and why they are allowable. This is all to the 
good because it strengthens the presumption of 
validity--that the patent is valid. When the 
application is filed, it is assigned to an examiner. 
The examiner makes a search, issues a first office 
action, the inventor or his patent attorney or 
agent files a response, and then comes what we call 
a final rejection, which is not necessarily final. 
It means that as of that time, you no longer have 
the ri ght to fil e any further amendments. The 
Patent Office has set this procedure up purposely 
to achieve the result of cutting down the average 
examination time from four years to about 18 months. 

People often want their patents to issue as 
early as possible so they can find out what scope 
of protection they are going to get. There are 
procedures such as personal interviews with the 
examiner, which are often very helpful. The 
examiner may recognize that the invention is there, 
but may not think you are claiming it properly. 
There are procedures of appeal to the Patent Office 
Board of Appeals. If the Board of Appeals affirms 
the examiner and gives you a decision you do not 
like, you can appeal to the Court of Customs and 
Patent Appeals (CCPA) or to the District Court in 
the District of Columbia. From the CCPA you can 
appeal to the Supreme Court. From the District 
Court you can appeal to the Circuit Court of Ap
peals and then to the Supreme Court. Many patent 
appeals are filed with the Supreme Court but only 
a few are accepted for decision. 

Special treatment is accorded to energy
related and environmental applications. As a 
practical matter, if you are diligent and are 
accorded special treatment, which you apply for at 
the time you file an application, the application 
moves very quickly through the Patent Office. I 
have had a patent issue in as little as four months. 



These energy-related applications can be for alter
nate sources of energy, conservation of energy, or 
conservation of resources. All of these things may 
be subject to special treatment. 

If you sell your patent outright or license 
it exclusively, where you retain nothing but a 
security interest, your royalties can be afforded 
capital gains tax treatment. There are many tax 
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implications connected with patents and I recommend 
that you consult a tax attorney who is willing to 
look at the special rules relating to inventions. 
There are also non-exclusive licenses. When you 
grant an exclusive license, be careful that you 
have some sort of antishelving provision by which 
you can get the rights back in case the manufac
turer tries to put the product on the shelf and 
not market it. 



Questions and Answers 
SATURDAY, APRIL 1, 1978 

Question: Is it necessary to hire an attorney to 
get a patent? 

M. Hatch: No, but it is a highly technical 
proceedings, and requires a lot of specialized 
knowledge. You should at least have the advice of 
a patent attorney along the way. If you want to 
prepare your own patent application, you can. Then 
take it to a patent attorney, and he can read 
through it and give you advice as to whether or 
not it is acceptable. Most patent attorneys are 
certainly willing to work with you and let you do 
as much of the work as you can, but you do need 
their experience in order to make sure the appli
cation is properly prepared and prosecuted. 

Question: There are two types of patent searches. 
Please name them and state the particular advan
tages of each. 

M. Hatch: There are several types of patent 
searches. There is a "preliminary patentability 
search," which is made to ascertain if your inven
tion appears to be patentable. There is a "right 
to use search," to ascertain if your proposed 
product is going to be infringing on someone else's 
patent. There is an "infringement search," which 
is like a "right to use search," but is more exten
sive. This is done when someone is investing a 
lot of money and effort in setting up a business 
and wants to be sure he will not be sued for 
infringement. There is a "validity search," which 
is made to ascertain if a patent actually is valid 
and what scope should be given to the claims of 
that patent in infringement suits; 

N. Parrish: Does the disclosure document com
pletely protect the inventor? 

M. Hatch: The disclosure document provides very 
strong evidence of a date of conception. A date 
of conception is only of use to you in a conflict 
with another inventor who is trying to patent the 
same thing. You must also show di 1 i gence from the 
date of your conception until the date of reduction 
to practice. The reduction to practice can be ac
complished by actually building the invention; 
practicing the invention and proving it works; or 
filing the patent application, which is called a 
constructive reduction to practice. But diligence 
is a hard thing to define. The courts and the 
Patent Office use certain minimum requirements 
which the inventor must meet to prove that he made 
attempts to keep the invention going and bring it 
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to fruition. 

Question: How is that value established'for tax 
purposes and is that value depreciated or amortized? 

R. Merrick: My patent was put on the books at its 
cost, which was about $750. 

M. Hatch: There are situations in which you can 
expense inventions and developmental costs, which 
have to be amortized over the expected life of the 
patent or life of the invention. Because it is so 
complicated and depends on the facts of each situa
tion, you really should consult a tax attorney who 
is experienced in this area of the law. 

Question: In an application patent, say in an 
electronic system, is there an infringement of 
patent rights if the new inventor ignores the 
patent rights of the inventors of the building 
blocks that n0ke up the new system? 

M. Hatch: If I understand the question correctly, 
you are talking about a patent on a series of 
components, each of which are separately patented. 
There is no infringement arising from obtaining 
such a patent, but if you produce the product and 
it i nfri nges someone else's patent, you are i n
fringing, whether or not you have a patent. A 
patent does not give any affirmative right to 
practice an invention. That right is the right of 
the public. But a patent does give the right to 
exclude others from practicing that area of the 
invention which is covered by the claims. This, 
of course, does have value. 

Question: I purchased a set of 15 World War II 
photographs at a fl ea market. I want to have 
them copied and sold through the mail to collectors 
of military memorabilia. Am I legally able to do 
this, or is the person who took the photos the 
1 ega 1 owner? 

Mr. Loo: It depends on the terms of the sale. 
If the photographer, for example, sold you the 
pictures with all of the rights, you can do what
ever you want with it. But if he sold them with 
the restriction that you could not reproduce it, 
then you should not reproduce it. 

Question: My uncle in Japan has sent me models 
of his inventions, which have been patented in 
Japan, and he has asked me to find a way to sell 
his patented inventions here in the U.S. Does he 



need to have his inventions patented here in the 
U.S.? Or can he sell them outright to a company? 

M. Hatch: Well, unfortunately, if he has already 
obtained patents issued in Japan it is too late to 
file in this country. The U.S. patent application 
must be filed with an oath which says that the 
invention has not been patented in other countries. 

Question: How do you differentiate between a legi
timate patent attorney or agent and a shyster? How 
do you avoid being taken? 

M. Hatch: I do not think it is a matter of being 
cheated but a matter of competence. If a patent 
attorney gets into an area with which he is not 
familiar, he is more likely to make a mistake. It 
is like choosing your doctor. Ask people and find 
out if he has a good reputation. 

Question: Does the Department of Energy have an 
interest in Demand Controllers/Energy Management 
Systems? 

J. Machurek: Yes, there are activities in the 
Department that address those technologies. 

Question: Yesterday we learned from Mr. Parker 
that the Patent Office policy does not support 
patents for computer programs or computer pro
gram systems. How can original approaches in 
programming be best protected to provide royalties 
or return to the programmer and protection against 
unauthorized use? 

M. Hatch: This is a subject that is, of course, 
extremely important today and has been undergoing 
a lot of examination in Washington. There is a new 
copyright law, which went into effect on January 1, 
1978. It was seri ous ly proposed and seri ous ly 
considered that computer programs should be copy
rightable, but the legislators could not agree on 
how this should be done or if it should be done at 
all. There is a case pending in the Supreme Court 
that should have a strong effect, if it upholds 
the view that a computer program is not patentable. 
Very 1 ikely Congress wi 11 then make computer pro
grams subject to copyright, but right now it is 
extremely difficult to protect a computer program. 
I know some computer companies are still filing 
patent applications on computer programs, hoping 
the Supreme Court will see it their way. 

Question: Since it is virtually impossible to 
raise new venture financing through a public or 
even private sale of capital stock, what approaches 
would you consider using to obtain financing for 
marketing a new product which may be sold or leased 
to commercial companies? 

R. Merrick: I can give you some opinions that are 
within my experience, but I think Phil Larson 
should add to what I have to say. Phil pointed out 
this morning that it is pretty hard to get venture 
capital because the incentives have been taken away 
by the federal government in the tightening of the 
tax regulations for this type of investment. I 
think that there is still money for invention 
development. We had a speaker last week at the 
conference in San Francisco who has a newsletter 
called Ruff Times. It is a popular newsletter, 
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which is the third largest financial newsletter in 
the country after the Ki p 1 i nger Letter and, I thi nk, 
Value Line. Ruff Times gives advice on how to 
conserve capital. Many people are interested in 
putting their money in the next Hula Hoop, Pet Rock, 
or the next big consumer product. Howard Ruff has 
a pipeline to some of these people, and I think 
they can be found. Just how much of your company 
you will have to give up for it is hard to say. 

N. Parrish: I wanted to point out that Ruff Times 
is published by Howard Ruff. 

R. Merrick: Yes, that is right. He is kind of 
cynical about the future and recommends a 
conservative path. 

P. Larson: There are several corporations that 
have investment branches. The funds are available, 
but the more sophisticated the investor, the 
tougher the negotiation. The inventor really has 
to sell the product. He must find the market, see 
who might be interested, do a lot of legwork, and 
present it carefully and concisely. He has to 
organize it and sell it. 

W. Bruning: Control Data Corporation has a Small 
Business Investment Corporation. SBIC's interest 
in small business is manifold. In December 1977, 
SBIC was capitalized at $1 million in the Control 
Data Capital Corporation. This does not mean the 
money is available. The business plan is very 
important. It has to be laid out very carefully 
and rnany inventors overlook this fact. The idea 
is one thing, but getting it into the marketplace 
is the toughest part after the idea is patented. 
A business plan is an area in which you might need 
sorne help. Unfortunately, because of the tax laws, 
few people are interested in buying a big piece of 
research and development on an idea ri ght now. If 
it is going to cost $500,000 to develop an idea, 
it will be very difficult to find venture capital. 
If the idea, however, has reached the point where 
it is ready for a market survey, working out 
manufacturing problerns, and so forth, it will be 
a little easier. 

N. Parrish: We did not have a tax representative 
from Washington at this meeting because the IRS 
does not make the tax laws. The laws are passed 
by Congress, and we cannot have all the Congressmen 
here. The question is very profound and it is 
difficult to answer. Wouldn't you agree with that, 
Murray? 

M. Hatch: Yes I would, Norm, and I would like to 
add something. About three of four years ago, Norm 
produced a program for the University of California 
at San Francisco relating to the entrepreneur and 
getting inventions on the market. It was an 
excellent program and I would like to suggest it 
to the proposed cornmittee as a fine subject for a 
program for the Inventors Council. The San 
Francisco conference included people from the 
banks, financial institutions, and so forth, who 
gave very valuable information. One of the sub
jects covered was how to make your presentation. 
You have been told that you need to make a pre
sentation but not how to go about it. Do you use 
charts? Do you use numbers? What kind of numbers 
do you use? Where do you get this information? 



All of this can be communicated to you in usable 
form. It is a good subject for another seminar. 

Question: I maintain several stitched binders as 
logs and records without fully knowing the legal 
background of this practice. Please expand on the 
shopbook exception to the hearsay rule. 

M. Hatch: Basically, the notebook should not be 
a looseleaf book but a bound book, so pages cannot 
be substituted. The entries should be made chrono
logically so there is no chance that you went back 
and put something in at a later date. It is all 
a matter of the credibility of the evidence. Once 
you overcome this hearsay rule exclusion by using 
the shopbook exception, then you have the evidence. 
The question is, how believable is it? Of course, 
the two witnesses (and I suggest two because one 
of them might die) help to increase the credibility 
of this. And if your witness testifies that he 
signed the book on that date and nothing was added, 
then your credibility is very strong. 

Question: What is the general fraction of cor
porate shares owned by the venture capitalist in 
exchange for his total financial support, when the 
inventor puts in only the invention? (Assume the 
capital investment is $250,000 for two or three 
years of the company's life.) 

P. Larson: There is no hard, fast rul e. It 
depends on what degree of risk is associated with 
that particular invention. Are you investing in 
hard assets or is it really subject to total loss? 
I do not think any sophisticated investor is 
willing to give up control of a corporation and 
have an inventor, inexperienced in business, plot 
the course of the funds dispersed. Cash is king; 
cash is hard to come by now. Everyone has a 
rational right to profit. Some people are very 
harsh in their negotiations, and some people try 
to strike a fair bargain. There are no criteria-
you have to deal with the facts. Usually you can 
never retain control if all you are putting up is 
the technology and somebody else is putting up all 
the money. 

N. Parrish: Do you have anything to add to that, 
Bob? I think this particular question is extremely 
important to the innovators. 

R. Merrick: A lot of people bring ideas to me 
because I have a company that can take any product, 
do some promotion, and possibly get it sold. I 
have to consider what is in it for my company. I 
have to keep that company alive, make the payroll 
every two weeks, and pay the rent every month. So 
I need to know what this product will do to help 
keep the company going. Some inventors want a 
certai n percentage royalty. The product may be 
untested and perhaps all they have is a prototype. 
It would cost out-of-pocket money to get enough of 
an inventory to run a promotion and fill orders, 
or even sample orders. So this idea would have to 
be pretty exciting to me to even get involved with 
it, and secondarily it has to be a pretty good 
bargain. We have taken on a couple of products on 
which I have agreed to pay 5% royalty. However, 
I have stipulated that I would not start paying the 
5% until I recovered all the out-of-pocket money 
that I invested, which would be the initial adver-
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tising and some of the expenses. Frankly, I can 
get more interested in something that I have come 
up with myself than something that is brought to me. 
If someone brings me a patented idea I can just add 
to what I am doing now; that is very attractive. 
However, I have to be very careful not to get in
volved in too many things outside ITlY area that are 
just costing me time and money that may never 
return itself in profits. 

N. Parrish: I would like to add to that. About 
three years ago, we had a Department of Commerce 
conference at Stanford University, which was in 
the form of hearings. In these hearings there 
were seven venture capitalists and a few people 
from industry and the Uni vers ity. I happened to 
be the only one there representing the inventors. 
There was a consensus among the seven venture 
capitalists that about 10 out of every 100 submit
ta 1 s they looked at were worth revi ewi ng. (I hope 
that both Bob and Phil will monitor what I'm saying 
and gi ve me thei r comments if they differ from what 
I am reporting.) The venture capitalists then 
stated that of the 10 submittals they felt were 
worth reviewing, only one (on the average) was 
worth an investment. Out of every three funded, 
they felt that one would be a bonanza, one would 
carry itself reasonably well with a little coverage, 
and one 110uld be a loss. They also brought out 
that they could not manage too many programs at 
one time, so they had a tendency to cooperate with 
each other. If a good idea came up they woul d 
underwrite it among them, and one venture capi
talist might keep an eye on a project of another 
venture capitalist, sort of an exchange system, to 
see that everything was kept on track. 

P. Larson: I think the percentage depends on the 
nature of the patent and the basis on which you 
analyze things. If it is relatively simple and 
does not take a lot of speculative money, it may 
be easier just to try it in the marketplace. But 
I agree with the order of magnitude in your esti
mates. There is a lot of competition for ideas, 
and there is a lot of competition for a business
man's time. He places his time where he makes the 
most money, and that is what he is really managing. 
The percentage of ideas that gets accepted in the 
marketplace is very small. 

R. Merrick: There are two products that I have 
licensed at 5% royalty. One of them is the Coin
Tamer, which is a plastic coin container. It takes 
the place of paper wrappings of coins. I found 
this invention at an inventors' exposition in New 
York about five years ago and I thought it was 
fantastic. It is an Italian invention, and the 
owners said it was in use allover Italy. I made 
a trip over there to see if that was true, and 
it was. The thing was in use all over by merchants 
handling coins. The banks would give the con
tainers to the merchants, so it was an advertising 
specialty for the banks. So I bought the license. 
It cost me $2,500 and a royalty of 5% of net sales. 
Eventually, after I had put in $25,000, I would 
own the U.S. and Canadian patents to that product. 
So far I have put in the $2,500 and a few hundred 
dollars at 5% because we just have not sold many 
of them. We are still working on it and it may 
come around. The problem was that as soon as we 
were ready to manufacture, the petroleum crisis hit 



and the price of plastic tripled. Also, there was 
a penny shortage that came along. Of course we had 
Coin-Tamers for pennies and not many pennies around 
and now there is talk about a dollar coin and we 
are not tooled up for that, so that thing has got 
some bugs to be worked out of it. 

The other product is the Visor-Pak which is 
a little plastic container that goes on the auto
mobile sun visor. It tells the driver what to do 
if he gets into an accident. It is designed as a 
give-away, for an auto insurance company, for 
instance. I paid 5% for that with nothing up front, 
and so far that has been a disaster. We have taken 
about three or four orders for that thing and it 
is in all my literature. We have sent samples out 
to everyone. It is just not a very exciting thing. 
I am still waiting to license one that will make 
me some money. 

Question: Should the inventor check on the prac
tical application of an invention before trying to 
patent it, or patent it first and then try to find 
out if it can be sold? This assumes that the in
ventor is trying to make money with this invention. 

N. Parrish: I think the market survey is abso
lutely necessary, not just desirable. I think 
inventors should take courses on micro-marketing 
surveys so they could actually be like Monday mor
ning quarterbacks. The inventor should go over the 
situation and analyze the market. What is the com
petition? What is the sales potential? How many 
people might use it? If everybody bought it who 
could use it, how many would be sold? Sometimes 
it is a terrible shock to find out that if all the 
potential buyers bought your product, you still 
could not pay your manufacturing costs. This is 
not just a hypothetical statement, it is true. You 
have to study the marketplace before you go too 
far. What is the idea worth? If the product is a 
paper cup, what is the worth of the paper cup? It 
is used for more than drinking, but are paper cups 
worth $1 each? I had a fellow bring an invention 
to me for a birthday card, and it looked like a 
pretty nice birthday card. However, his costs were 
$15 to make the birthday card. This sounds ridicu
lous but that is what you have to find out. He 
seemed a little hurt because I told him I felt he 
should not spend any more time, money, or thought 
on this birthday card idea because the normal 
mark-up would be four or five times his basic cost. 
So the answer is, yes. Perform some kind of 
marketing study, even if it is an armchair micro
marketing survey, before you start putting a lot 
of money into your idea. 

Question: Does a manufacturer of a product without 
a patent have any protection against a competitor 
who later applies for and receives a patent for the 
design and then markets the product? 

M. Hatch: Well, if the first manufacturer is able 
to prove that he thought of the product first and 
reduced it to practice first, the patent of the 
later patentee probably will be found invalid. Many 
manufacturers try to obtain "defensive" patents, 
even if they think something is not patentable or 
would have a very weak patent. They may apply for 
patents on almost everything they produce as a 
defense against future patents that may be obtained 

68 

by compet itors. 

Question: If a patent application is abandoned, 
can the application be renewed at the Patent Office? 

M. Hatch: An abandoned application is kept secret, 
of course, during its prosecution, and once it be
comes abandoned it still remains a secret unless it 
is referred to in a later patent application. 

Question: Please explain the relationship between 
"prior art" and "infringement." 

M. Hatch: "Prior art" is a patent, publication, 
or description of an invention that was public 
knowledge before the invention in question. 
"Infringement" means manufacturing a product or 
practicing an invention that comes within the terms 
of a patent claim. They are really two separate 
things. However, if you are accused of infringe
ment you naturally want to get off the hook. One 
way to do that is to prove that patent in question 
is invalid because the invention was known in the 
prior art more than one year before that patent 
application was filed. 

N. Parrish: If you are involved in an infringement 
case on the defense, which approach do you think 
you would take? To defend the patent as it stands 
or try to prove that the other patent was invalid? 

M. Hatch: Well, statistically speaking, probably 
more patents are held invalid than are held not 
infringed. This is probably because it is easier 
for the parties involved to determine if a claim 
is infringed than it is to evaluate whether some 
prior art, which was not cited by the examiner, is 
more relevant than that which was cited. 

Question: Will the Department of Energy program 
consider funding unique energy-saving systems that 
are not inventions, but copyrighted publications? 

Go Lewett: Our program is actually directed to 
evaluating new technology, principally hardware of 
one sort or the other. So a copyrighted item would 
not fit into the program. 

Question: Mr. Merrick, we have a request for the 
address of the Premium Advertising publication. 

R. Merrick: This is a magazine called Premium 
Incentive Business. It is a trade magazine that 
goes to all of the big companies that invest in 
premium products as part of their sales and 
marketing programs. The address is 1515 Broad~/ay, 
New York, N.Y. 10036. There is another premium 
magazine called Potentials in Marketing. The 
American Inventor is a relatively new magazine for 
inventors. There are about three issues out so far, 
and it is located in California. 

N. Parrish: The subscription price is $10. 
recommend it strongly as an excellent publication. 
Bootstrap was an organization near San Jose led 
by Torn Binford. This is a good example of why I 
was so adamant about not holding inventors' meet
ings more often than every two months. Torn's group 
started out with 600 people. They met every Friday 
ni ght and wi thi n a year and a half they were down 
to 20 people and went out of business. In talking 



with Tom, he felt that his mistake was in meeting 
too often. The people got tired of it. They just 
did not want to give up that much of their time 
because they felt they were hearing the same thing 
over again. 

Question: What factors should an inventor consider 
in determining the selling price of a patented 
product? 

N. Parrish: The functional value of your product 
can be a baseline. The category depends on whether 
it is in the jewelry field, the perfume field, the 
automotive field--they vary allover the place. 

R. Merrick: I think the other aspect is how much 
profit you want from each unit. The Pet Rock 
promoters sold their product for $4.00. They 
started with the idea that it would cost them 
roughly $1.00 to get the rocks, design the box, 
have people put them it, and ship them. They 
wanted to make $1.00 on each unit, so they charged 
a wholesale price of $2.00. 

P. Larson: I would like to comment on that pricing 
multiple. Usually if you are doing consumer pro
ducts you cannot afford to pay more than 10% to 
30% of the selling price for manufacturing costs. 
If you are in a process industry, like our sulfur 
plant, the manufacturing multiple figure can be 
higher. We used to figure a cost of $5.00 for 
processing a ton of sulfur, which sold for $7.50. 
But that product does not have to be resold and 
is manufactured in large quantities. So it really 
depends on the magnitude of the industry and the 
nature of the product or process. In a consumer 
industry like cigarettes, beer, or cosmetics, your 
manufacturi ng costs have to be very low. You can 
get into highly technical areas and the manufac
turing costs can be 30% or more of the selling 
price. If you are selling a machine for $10,000 
you may be able to have a manufacturing cost of 
$3,000 to $4,000. 

W. Bruning: This is something that big companies 
worry about all the time. We have corporate 
pricing committees and divisional pricing commit
tees trying to find the appropriate price to bring 
a product into the market. The marketplace is the 
ultimate test. You can make the best dog food in 
the world, but if the dogs do not eat it, the 
company is in real trouble. Pricing is a multi
dimensional problem because there are certain 
ethical questions to be considered about return on 
investment. Pricing depends largely on the mar
keting effort and advertising put into the product 
once it is manufactured. If you can make something 
and move it with existing distribution networks 
you are ahead of the game. If you have to create 
a marketing force and create a presence in the mar
ketplace with advertising and so forth, the markups 
can be eight and ten times the manufacturing costs. 
In the experience I have had in the last seven or 
ei ght months working with small bus i nesses, I have 
found that manufacturing may be the smallest part 
of the costs. 

Question: Why was 17 years chosen as the effective 
period of a patent? 

M. Hatch: It was a compromise. Many congressmen 
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wanted an effective patent period of 20 years, some 
wanted 25, some 10. Finally they had to make it 
something, so they made it 17 years. 

Question: Mr. Merrick, what percentage of your 
profits are dependent on any patent, as opposed 
to product concept and marketing skill? 

R. Merrick: I will try to answer that, but it will 
be an opinion. When I patented the watch calendar, 
I did it because it was a product that would be 
very simple to copy. If someone saw the sample and 
decided he wanted some, why should he come to me? 
He could go down to the local label maker and get 
some run off. In that respect almost 100% of my 
sa 1 es are because I ovm a patent. We have had some 
infringements. My patent attorney has put a lot 
of people on notice, calling attention to the 
patent, and we have had an administrative claim 
on the patent. 

N. Parrish: If you do not put infringers on 
notice, you may have some difficulty bringing an 
action against them. 

M. Hatch: Yes, there are two considerations in 
notifying someone that he is infringing. First, 
once you do notify an infringer, he can turn around 
and file a suit against you to have your patent 
declared invalid, which can be expensive to defend. 
Second, your damages begin at the time the in
fringer receives notice. Patented items should 
bear the patent number to provide constructive 
notice to all infringers that the product is 
patented. However, if the infringer can prove some 
of these items were produced without the patent 
number displayed, the constructive notice becomes 
invalid, the idea being the infringer saw a product 
that did not have the patent number on it. The 
infringer does not have to have seen the patent 
number. This is a device of the law to provide 
a constructive notice situation. Actual notice in 
writing to the infringer is better, and if it is 
properly phrased, it often has a strong deterrent 
effect on the infringer. 

Question: What is a good reference book describing 
matrix thinking? 

N. Parrish: There are two books that I have seen 
that cover matrix thinking. One is my own book, 
the Inventor's Source Book. Another, called 
Blockbusting, was put out by James Adams at Stan
ford, and he discusses the same technique. Then 
there are books put out under the title Value 
Engineering and you will find discussions-or-some 
forms of matrix thinking in them, though they may 
use a different approach. Some of them use all 
sides of the matrix and they multiply each side 
against the other to come up with the end result. 
They each have different titles but the theory is 
the same. Remember Blockbusting and Value Engi
neering, as well as Brainstorming -- any of those 
three titles will lead into additional information 
on the subject. 

Question: The guide for submission to the Energy 
Research and Development Administration (ERDA) for 
individuals under data and patent rights states: 
"ERDA normally reserves tit 1 e ina 11 invent ions 
reduced to practice under grants and contracts." 



What is the incentive to the inventor to disclose 
to ERDA (now DOE) or the National Bureau of 
Standards? 

J. Machurek: Well of course if there is no other 
source of funding, and the inventor still wants to 
proceed and use government funds, availability of 
funds is the incentive. I should point out, how
ever, that under the energy legislation, ERDA 
(Department of Energy now) can, under certain 
circumstances, grant a waiver of that requirement. 
In the Appropriate Technology Program in Region 9 
we issued a class waiver for all of the projects 
that we funded under the Appropriate Technology 
Program. The presumption is that the government 
would get the patent rights, but the proposer can 
attempt a negotiation to get a waiver. There are 
certain legislative guidelines that we would have 
to follow in deci di ng whether or not a wai ver \1aS 
appropriate under the law. In fact, we have issued 
substantial numbers of waivers. 

The government has fi rst ri ght of refusal in 
any agency. This is true in HEW, the Department of 
Defense, and so on. Now there is some legislation 
in committee in the House of Representatives to 
alter that by giving contractors the right to 
patentable inventions without having to acquire and 
negotiate with the government. 

N. Parrish: Do you have anything to add to that, 
George? 

G. Lewett: I would like to note that Joe, of 
course, is talking about one Assistant Secretariat 
in the Department of Energy. I would like to agree 
with him for another Assistant Secretariat in the 
Department of Energy, which has the responsibility 
for the inventors I program. I wi 11 agree that 
there have been a large number of waivers granted 
across the board in unsolicited proposals, and in 
the inventors program, it comes under the same 
legislation. The intent, as I understand it, 
is to make use of the waiver clause as much as 
possible where individual inventors are concerned. 
Again, it is a matter of individual case. The 
inventor is in a negotiating position with the 
Department of Energy at that point and that is 
really the way it stands. 

N. Parrish: George, you are speaking for Rich 
Pastori's group at the Department of Energy. Is 
that ri ght? 

G. Lewett: Right. 

J. Machurek: I should qualify that. What I just 
said does not apply to nuclear innovations. There 
is separate legislation for nuclear matters that 
does not provide that opportunity for a waiver. 

Question: What is deemed to be a diligent effort 
to obtain a patent? 

G. Loos: It depends on the situation. For example, 
you may have a case where a person is very poor and 
is struggling to make a living. It may take him 
two years instead of the usual one to obtain a 
patent and he may, in that particular case, be 
allowed more time because, under the circumstances, 
he is diligent. But diligence is a legal question 
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and every case is different. The important thing 
is try to reduce your invention to practice as soon 
as possible and hope for the best. 

N. Parrish: I would like to add IT\Y impression of 
diligence. When you are putting down ideas in 
your stitched binder, do not leave four or five 
pages or a quarter of a page blank. If you are 
working on something else, going on a vacation, 
or have been sick, indicate a legitimate reason 
why you have not been doing anything to pursue your 
idea, so there is definitely a chronological con
tinuity of your efforts. If one idea that you are 
working on turns sour, indicate this, then start 
a new idea. I think that would bridge the gap and 
prove diligence. 

M. Hatch: I woul d also suggest that you 
everything you actually do, and that you 
to keep moving the thing along, and make 
record that you are doing these things. 
you are involved with a legal matter you 
to think in terms of being able to prove 

put down 
take steps 
a paper 
Whenever 
have got 
it. 

Question: This is to Dr. Bruning and Technotec. 
In regard to the prelisting, is it strictly 
limited to patented items? 

W. Bruning: Yes, but patents issued by any govern
ment. 

Question: Can a copyrighted publication be listed? 

w. Bruning: That would not be eligible for pre
listing. It must be a patent--letters patent. 

Question: Can I show IT\Y patent application to a 
company while it is pending? And if so, what 
precautions can I take? 

M. Hatch: The problem always is that someone mi ght 
copy your invention and file a patent application 
also. Once your application is pending and you are 
the first to file, this puts you in a very advan
tageous position. You are then considered the 
senior party in an interference, which is a pro
ceeding set up in the Patent Office to determine 
who was the first inventor. The burden of proof 
is on the junior party to prove that the date of 
his reduction to practice is earlier than the 
filing date of the senior party. If he does that, 
the Patent Office looks at the question of whether 
there was an earlier date of conception coupled 
with diligence. Date of conception and diligence 
are of primary importance in this situation. Dili
gence must be shown up to the date of reduction 
to practice. If you actually build a working model 
of your invention and test it, you have achieved a 
reduction to practice and the question of diligence 
is no longer relevant. 

Question: Is there any difference between the 
phrases "Patent Applied For" and "Patent Pending"? 
At what stage of the patent application can these 
terms be used? 

M. Hatch: There used to be a difference between 
"Patent Applied For" and "Patent "Pending." Some 
courts said that "Patent Applied For" meant that 
you had applied for a patent, but "Patent Pending" 
meant only that you intended to apply for a patent. 



In 1946, when the patent laws were changed, the 
legislature codified this. Under the false marking 
statute, "Patent Applied For," Patent Pending," or 
words of like import all fell within the false 
marking provision. In answer to the second part of 
that question, the terms can be used beginning on 
the day the patent application is on file in the 
Patent Office in Washington, D.C. 

Question: How can an inventor help the patent 
attorney lower the cost of patent application 
preparation? 

N. Parrish: Do your homework, make your sketches, 
write your description, and try to provide enough 
information in the documentation so that it 
is self-explanatory. If you have it in that 
form when you hand it to an attorney, his job will 
be much easier. 

M. Hatch: That is true. That provides a good 
starting point. Some inventors go to the at
torney's office unprepared. The attorney begins 
by asking questions about the invention. The 
questions can be answered in advance because the 
inventor is most familiar with the idea. The 
attorney or agent has to become as familiar with 
it as the inventor in order to be able to describe 
it in the proper terms and claim it properly. 

Question: What is the normal pendency period of a 
design patent? 

M. Hatch: I am not sure what the statistics show, 
but from experience in our office, design patents 
are issued in about six to eight months. 

Question: How is the cost of a legal patent appli
cation preparation determined? 

M. Hatch: That is a good question because it is 
not always done the same way. Some Patent At
torneys quote a fixed price. Most patent attorneys 
base their quotes on a guess of how long the appli
cation will take. If you have a good relationship 
with your attorney and are confident that he is 
fair, you usually will be better off without a 
quotation. If you ask for an exact price, the 
attorney may quote a little bit high to cover unex
pected contingencies. For example, an inventor 
shows me one embodiment of an invention, and as I 
am preparing the application, he shows me another 
way it can be done and then a third way. He wants 
all these in the application, and pretty soon there 
are four sheets of drawings instead of one, and 
the application is two or three times as long as 
it was at first. Obviously this takes more time. 
The inventor gets the bill and is surprised that 
instead of $1500 the charge is $2500. The attorney 
should tell the client at the beginning that he is 
quoting based on what the cl ient has shown him to 
date. If additional disclosures are made it is 
1 ike ly to cost comensurate ly more. 

N. Parrish: Murray, does your office charge a 
small fixed fee for the first half hour to deter
mine whether or not to proceed with the application? 

M. Hatch: Our office has never really done that. 
I feel it is a public service to speak to an 
inventor who does not know how to go about this 
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thing and wants to find out. I will talk to him 
for up to an hour or so. If nothing comes of it, 
I will not charge him at all. However, if I go 
ahead and do a patent application I include that 
hour in my bill. 

Question: How does one sell an idea that is un
tested if one has confidence there is expertise 
for developing such an idea? Can the idea itself 
be protected? 

M. Hatch: A disembodied idea by itself cannot be 
protected. It has to be embodied in some tangible 
form, either as a structure or a process consisting 
of steps. A mere disembodied idea is not an inven
tion in the sense that is used in patent law. It 
has to be put into a form in which the invention 
becomes clear. For example, I could have a concept 
such as a car that had no wheels and floated off 
the ground--but that is not an invention because 
have not figured out how to do it. And that is 
the important part of the patent application. 

R. Merrick: The question was also asked, how do 
you sell that idea? In my opinion you will have 
a hard time finding someone to buy an idea that is 
not protected or protectable. An investor would 
be putting money into something and just asking for 
competition if he brought it to market without 
exclusive rights to it. 

M. Hatch: I take issue with that, Bob. There are 
certain types of ideas, such as marketing ideas, 
that can be valuable and useful. These fall under 
the category of trade secrets. It is quite diffi
cult to protect yourself when disclosing a trade 
secret to someone else. You can license people 
under trade secrets, you can sell the trade secret, 
but protecting yourself is a big problem. The 
standard way is to have the other person sign a 
confidential disclosure agreement by which he 
agrees not to use or disclose the secret to anyone 
else without your permission. And of course you 
will not give him permission until he arranges to 
pay for it. 

R. Merrick: You have reminded me of a way to sell 
an idea. There is a magazine called Advertising 
Age, which is the trade magazine of advertising 
agencies and advertisers. Advertising Age has a 
feature that is something like an idea bulletin 
board. Patent attorneys have criticised me for 
telling inventors about this because you do take 
a risk. If you have an idea for marketing that 
is not patentable, you can list it in the magazine. 
Send the idea to Advertising Age and if they like 
it, they will publish it. The idea will have your 
name at the bottom and whatever address you want. 
There are some verey good ideas disclosed in there, 
and some of them are protected ideas, but most of 
them are not. Most of them are marketing schemes. 

M. Hatch: One thing I would like to mention is 
that inventors should not be frightened of dealing 
with companies. Most large companies cannot afford 
to be accused of stealing trade secrets. They have 
their reputations to consider and they are respon
sible to their Boards of Directors. In most cases 
where a company is accused of stealing an idea, it 
turned out that the company was already developing 
essentially the same thing. It does happen 



occasionally, and it is still worth trying to get 
-a confidential disclosure agreement, particularly 
if the company is not highly reputable. However, 
in recent years patent attorneys have told large 
companies not to enter into such confidential dis
closure agreements. In fact, they recommend that 
the corporation send the inventor a waiver of any 
confidential relationship and have him sign that 
before they look at the invention. 

Question: I understand that you may schedule an 
appointment with your patent examiner when needed. 
Can you carryon any patent application business 
with this person by long distance telephone? 

L. Parker: We encourage that type of communication. 

Question: Mr. Hatch, would you approach different 
manufacturers for quotations if your invention is 
easily marketable, requires specialized manufac
turing, and you have filed a patent application 
but have not received an allowance? 

M. Hatch: When this question is asked of me, I try 
to point out to the inventor the rather remote pos
sibility that the application will be copied and 
filed by such a manufacturer. I think once you 
have filed your application you can go ahead and 
contact the manufacturers. 

Question: I have come up with a new chess game. 
The rules are new, the chess board design is new, 
the system is new. Should I apply for a patent or 
a copyri ght? 

M. Hatch: Games are patentable, provided they in
volve certain novel structures. A new chess game 
with new types of men and so forth might very well 
be patentable. I think I would have to examine it 
to give you a definitive answer. 

Question: Does the submission of an unsolicited 
proposal to the U.S. Government serve as an alter
nate means of establishing a date of conception? 

J. Machurek: I do not think so, but I think Murray 
would have to answer that. 

M. Hatch: Well, if that department of the govern
ment preserves the proposal in their records so you 
could recover it at some time, it would be a matter 
of public record, which also is an exception to 
the hearsay rule. 

J. Machurek: If you do submit an unsolicited 
proposal containing confidential or proprietary 
information, you should identify that part of the 
proposal which is confidential or proprietary and 
we will treat it as such. We will not disclose it 
to others unless and until we fund the contract 
with that proposer. 

N. Parrish: On your application you do not have to 
declare the entire proposal confidential. That 
proprietary information could be restricted to one 
page, if you so desire. 

J. Machurek: In fact, we would normally require 
that the confidential proprietary information be 
specifically identified. It does not do to declare 
the whole package confidential unless you can 
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establish this in fact. 

Question: Is there a useful source on the practi
cal art of negotiating licensing agreements? 

M. Hatch: There are a number of books on nego
tiating license agreements. Most are legal books 
that discuss what should be in the license agree
ment, how to phrase the agreement, and what sort 
of provisions there are to protect the inventor or 
the assignee. There are other books that are 
business oriented. These books discuss how to 
value an invention, types of royalties, and so on. 
Look in your law library under licensing. 

Question: What are some of the precautions an 
inventor should take when a manufacturer approaches 
him to manufacture his invention? 

R. Merri ck: My experi ence shows that to be hi gh ly 
unl ikely. It usually works the other way around, 
where the inventor must seek out the manufacturer. 

P. Larson: A two-party agreement will do a lot to 
protect the inventor. If the manufacturer is in 
the same field as the inventor, he may refuse. If 
he is not in that field, he may be more cooperative. 

R. Merrick: There is a section in How to Make 
~loney, by Marvi n Small, on how to con vi nee a com
pany to accept a confidential disclosure agreement. 
If a company normally would not want to review ~~hat 
you have, you could send them the document that is 
in this book as a worksheet, and hopefully they 
would accept your idea. This would put you on 
solid ground with them, as far as getting the idea 
to the manufacturer. 

Question: Dr. Bruning, if an individual lists a 
patent with Technotec, please explain in more de
tail how it is marketed to potential licensees or 
purchasers. That is, would you send letters to 
particular companies that are known to be in that 
specific industrial field, even if they are not 
subscribers to Technotec? 

W. Bruning: We do that, along with our normal mar
keting support of Control Data sales people. We 
also use target mail and we attend many trade shows 
around the world. We try to work through a sister 
company of ours, World Tech, which is in the busi
ness of establishing technology transfer companies 
in every country in the world. We do not market 
specific inventions in the data base, but we nrlght 
market a subset, such as the solar technology. We 
will have new advertising specifically for Techno
tec sometime after July 1, 1978, which will appear 
in over 30 selected trade journals in the United 
States and Europe to encourage people to search 
the data base. 

N. Parrish: I think it should be understood that 
Technotec does not negotiate for the inventor or 
charge each time they make a contact for the in
ventor. I think you ought to clarify that. 

W. Bruning: Yes, that is right. Technotec is a 
medium by which your invention can be brought to 
someone's attention. Technotec does not get in
volved in negotiations with manufacturers. Our 
contract with the subscriber says that we are not 



responsible for what happens between the inventor 
and somebody else after they make contact with 
each other. You might find yourself in contact 
with someone who does try to exploit you. Control 
Data-Technotec assumes no liability for that, and 
we point that out immediately. We provide a con
stant marketing message to those people who are 
most likely to be interested in new products and 
in starting new businesses. 

Question: What is the approximate range of patent 
attorney fees that an inventor can expect to en
counter for the preparation of a patent application? 

G. Loo: It depends on the complexity of the inven
tion and the time it takes. For example, for a 
very simple invention, with one sheet of drawing 
that is sent to the Patent Office I would charge 
about $750. If the patent is allowed by the Patent 
Office the first time around, the only additional 
cost would be the allowance fee, which is about 
$112. If the application is rejected, there is 
an amended fee, and so on. Usually there are two 
amendments before a final rejection or allowance 
is issued. If there is an allowance, the minimum 
fee is $112, and it goes up depending on the number 
of pages of specifications and the number of pages 
of drawings in the patent. The $750 I am quoting 
also includes the filing fee, which is normally 
$65, and the draftsman's fee, vlhich varies. 

W. Bruning: In mY limited experience in talking 
with inventors, I have discovered that lawyers 
advertise their fees for all kinds of services. 
The Minnesota Bar Association allows this. Typi
cally, in the cases I am familiar with, the patent 
application and the materials were prepared by the 
inventor, and the cost was about $1500 to $2000. 
That does not cover extraordinary situations, 
however. If a patent is in a very technical area 
and a search is required, you can run up the meter 
pretty qu i ck ly. 

Question: Can you give us a concrete example of 
how a design patent provides greater protection 
than a copyright? 

M. Hatch: A copyright might be said to be more 
advantageous because it lasts longer. Under the 
new copyright law, the protection is for the life 
of the author plus 50 or 75 years. Design patents 
are issued for periods of 3 1/2, 7, or 14 years. 
The des i gn patent gi ves broader protect i on because 
it is not so narrowly construed to the exact design. 
If an infringing article looks the same, this would 
be an infringement even though it may turn out that 
the two articles are not the same. The key to a 
copyri ght is the word "copy." It has to be rather 
a close copy wi th on ly very mi nor vari at ions to 
still be an infringement. 

G. Loo: One distinction you should remember is 
that in order to infringe a copyright there must 
have been an opportunity to copy. With a design 
patent, if the article is practically identical, 
that is an infringement. 

Question: How can a client recover the money that 
he paid to an attorney if the attorney does not 
live to complete the services to his client? 
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M. Hatch: I imagine you would file a claim against 
the attorney's estate. 

Question: If innovators' and inventors' efforts 
are a national resource, shouldn't the expenses of 
such activities be tax deductible? 

J. Machurek: I can only refer you to the IRS on 
that one. That is out of our hands. 

N. Parrish: And the IRS will refer you to Congress. 

Question: Mr. Merrick, now that you have achieved 
profitable inventions, how much time do you have to 
spend to oversee their sale? Did you have to hire 
a manager to run the business? 

R. Merrick: Over the years I have had a couple of 
managers helping me. It worked out pretty well, 
except I was a little bit too far removed from the 
day-to-day operation, so I decided to step back 
in. I like to have a small business and keep it 
sma 11. I cannot see just t ryi ng to keep the thi ng 
growing bigger and bigger. I like to have a one
man show. 

Question: Will you comment on the abuses and dan
gers of assigning a fraction of your patent rights? 

M. Hatch: Patents have a special status with 
regard to ownership. That is not true of other 
types of ownership. The average attorney does not 
realize this and may get involved in serious prob
lems when he tries to make an assignment of a part 
interest. In any undivided interest in the patent, 
the owner can practice the invention and can li
cense others to practice the invention without 
accounting to the other owners. Any ownership in 
a patent is worthless unless it carries the right 
to practice the invention and to exclude others 
from practicing it. If you make an assignment of 
an undivided interest in your patent, be sure to 
keep this in mind. It is best to have a separate 
agreement with the assignee that spells out what 
you are going to do. That separate agreement can 
be enforceable. 

Question: How are royalty payments made, and is 
the percentage based on the retail price? Does the 
inventor normally have the right to audit sales 
records, to ensure the accuracy of the royalties? 

M. Hatch: You should put a provision in the li
cense agreement stating that you have the right to 
inspect the books. There are many ways to compute 
royalties. 

Question: In drawing the details of a furniture 
piece in which the design is its unique feature, 
shoul d it show every nut and bolt, or are such de
tails refined at the manufacturing level? 

M. Hatch: The nuts and bolts do not impart any 
patentabi 1 ity to a desi gn patent. By its nature, 
the design patent protects the ornamental and 
artistic appearance and not the functional features 
of the piece. 

Question: Mr. Larson, which is preferable for the 
. inventor, stock options or royalties? 



P. Larson: It depends on the strength and the 
management of the company. You are unlikely to get 
stock options in a major company. If you can get 
paid royalties, that is great. It is a risk-return 
balance. If you want a fast quick sum, that is 
sometimes easier to get than waiting for more money. 
The purchaser would always rather pay you on the 
basis of the performance of the patent. It is 
fairly important, after some period of time, to 
get minimum royalties per year so the company could 
not just put it on the shelf and hold it up. 

Question: Mr. Machurek, considering the abundance 
of free wind energy available in Hawaii, why 
weren't any Appropriate Energy Technology awards 
issued to inventors of wind energy conversion 
systems? 
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J. Machurek: I believe there were some wind sys
tems in the group of awards that were issued today. 

Question: If a device is in use, but not wide
spread use, can an inventor apply for a patent 
using the current date? What stipulated criteria 
limit the use? 

M. Hatch: If an invention has been in public use 
for more than a year, the inventor can no longer 
file an application. The amount of use is not the 
determining factor. The question is, was it used 
in a public place where is was exposed to some 
significant segment of the public? If so, and it 
was only used once, the clock starts running. 
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