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In its 2006 Annual Global CEO Study, IBM highlighted a fundamental
shift in direction in the creation of new technologies. Rather than being
driven from within a companys traditional R&D departments, these
CEOs expect most innovation to occur through collaboration with
external partners. Business partners and customers were cited as top
sources of innovative ideas, while internal research and development
departments fell much lower on the list. '

The above paragraph probably comes as no surprise to any orthopaedic
surgeon. Many new products being introduced to the orthopaedic market
are first conceived of by an orthopaedic surgeon. Triggered by shortcom-
ings in existing procedures, devices or tools, a surgeon will think about
potential improvements until an innovative idea for a new technology,
process or product is formed to address the limitation(s). Once the idea
becomes more tangible, the surgeon may decide that it is worth pursuing.
At this point, the process begins to become more complicated.

The two most common paths that surgeons follow are to approach an
existing medical device company or to assemble a small start-up company.
In the first scenario, the surgeon will probably approach a company with
whom he already has a working relationship, with a goal of partnering to
bring the product to market. In the second scenario, the surgeon will need
to pull together a strong management team, raise venture capital and try to
bring the product to market through independent channels.

Each approach has advantages and disadvantages. Going to an
existing medical device company, especially a larger one, becomes a
tricky dance for both the surgeon inventor and the company representa-
tives. For a surgeon who believes he has an idea that could be worth a
significant amount of money, the greatest concern rests with the
appropriation of that idea without fair compensation. In most cases, the
surgeon has a very good relationship with the company; however, it is
reality that the companies that manufacture and distribute these products
are very large, well funded and have teams of attorneys designed to
negotiate on the company’s behalf. The surgeon inventor does not. On
the other hand, working with a medical device company enables a
surgeon to tap into an existing infrastructure of engineers, testing
protocols, marketing resources and distribution channels.

Conversely, the company is concerned about maintaining a good
working relationship with the surgeon, who is more than likely a good
customer (which is why he approached that particular company), thus,
they do not want to damage that relationship in any way. In addition,
most medical device companies are presented with so many different
innovations (both from internal and external sources) that there is a good
probability that they are already working on something similar or compet-
itive to the innovation in question — which can lead to potential conflicts.

Starting a small company to develop, test, manufacture and ultimately
market and sell a new device is an option gaining popularity, especially in
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the spine market. This has the advantage of not relinquishing control of
the innovation to a large company, but instead becoming involved in a
small one. The costs, however, are very real. This is an extremely time-
consuming process and one that is unfamiliar to most surgeons. Most who
choose this option make sacrifices to their practices in order to pursue this
path. The process of assembling a strong management team, raising
venture capital and leading a design and testing team is in itself a full time
job. At the end, there is a very good probability that the venture will fail.

The New Alternative: Collaborative Entrepreneurship

A third alternative is emerging and is already demonstrating success in
the orthopaedic technology markets. Taken from the theories of
Collaborative Entrepreneurship, a book written by the former Dean of the
UC Berkeley Haas School of Business and his colleagues, this new
approach emphasizes a team of collaborators developing and protecting
ideas by turning them into patents. The goals for this process are to enable
each team member to participate in the process without giving up their
day job; provide each member of the team with equity in the innovation;
and reduce the out of pocket expense and time commitment required. The
outcome of this process is collective ownership of a patent that can then
be shared, sold or licensed in a uniform and predictable way.

Step 1: Setting Down the Principles of Behavior

The first step, and one of the most important, is to agree upon princi-
ples of behavior. While much has been written on the topic of collabora-
tion, there are a few key behaviors that must be practiced for this process
to be successful. Some of these are:

* Compensation must be fair for contributions made.
* Roles and deliverables must be well defined.
» Consensus should drive decision making.

Indeed, the first act of collaborative behavior is the identification of
necessary team members (designers, engineers, legal, etc.) and a
proposal for the equity split for each member of the team.

Step 2: Building the Team

When selecting a team, the goals of the collaborative entrepreneur-
ship process must be kept in mind. Every team member should be
actively employed in the business of design (not relying on this project
for income), be skilled and experienced in their respective discipline
(time is of the essence, so minimal learning curve is essential) and be fair
minded (equity is going to be split between the team members, so each
participant should be committed to a fair split for all members).
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Once a pool of candidates is identified, interviews are held to
determine fit for the particular innovation. This step is critical as collab-
oration is built on a foundation of trust established between team
members. Conflicts — including personality conflicts — hinder the collab-
orative process. Identifying potential sources of conflict through the
interview process is paramount.

Step 3: Establishing Equity Percentages

Now that the team is identified, it is time to propose the equity
percentages that are allocated to each team member. This is an important
part of the process, but equally so is the acknowledgement that the
overriding goal of splitting the equity is that each team member receives
a fair split based on contributions. In addition, while it is necessary to
establish a split upfront, it may be necessary to adjust the percentages
down the line if it is determined that one member did more work (or less)
than originally expected. This process is called “true-ing up.”

Step 4: Vesting Equity

Once the team is signed up, it is time to begin the actual work. When
creating a patent, the standard process involves writing specifications
and requirements (typically led by the inventor), patent planning and
writing (patent attorney), conceptual and preliminary design work
(engineer) and general project management.

Although a percentage of equity was previously allocated to each team
member, equity is not actually granted until the work product is delivered,
accepted and assigned to the organization. This is a process called
“vesting.” It is important to vest the equity to ensure that each team
member is fairly compensated for work contributed; without contributions
(work product), there is no need to compensate. This is a fairly common
practice in high tech companies and the process is very well defined.

Step 5: Submitting the Patent

The large portion of the project’s first phase is completed when the
patent is submitted; however, it is not over. There may be significant
work required in answering questions from the patent examiner’s office.
This can take months, even years in extreme cases, so it is important to
reserve some portion of the vesting until the patent is granted.

Case Study

One such firm that specializes in the “Collaborative
Entrepreneurship” process is Syndicom, Inc. The company recently
began working with surgeons to help them use Collaborative
Entrepreneurship to turn their ideas into patents. They have worked on
spinal implants, orthopaedic instruments and other inventions related to
orthopaedic surgery.

In February 2006, an orthopaedic trauma surgeon began a discussion
with the company about an idea that he had been trying to develop for
three years. Initially, the surgeon had approached his sales representative,
who put him in touch with an engineer inside the rep’s company. The first
thing the surgeon had to agree to was signing a non-compete agreement
for three years. Because he had no reason to work with anyone else on
the idea, he signed the agreement. The process was slow and work was
sporadic. After approximately 12 months, the surgeon was informed that
this company was not interested in pursuing the development work
because they were unable to engineer a certain aspect of the invention.

Within three months of their first discussion with the surgeon,
Syndicom helped the surgeon build a team, worked on several different
approaches to the invention and submitted the patent for a total out of
pocket expense of $757. That surgeon has recently signed up to develop
his third patent.
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Other companies such as Nine Sigma and Innocentive have developed
innovation networks that put together “buyers/seekers” with “solution
providers” in an open marketplace to collaborate on new products and
technologies.

Conclusion

While there are many ways to develop an idea as a practicing surgeon,
in some cases, the traditional avenues may be less than ideal. From
uncertainty regarding ownership rights and control, to significant time
commitments in a risky venture, each approach has challenges.
Collaborative Entrepreneurialship appears to offer solutions that address the
shortcomings of the conventional paths identified earlier. The end result is
a solution that gives the entrepreneurial surgeon more time to innovate,
greater control over his intellectual property and a larger share of the equity.

1. Global CEO Study, IBM, Expanding the Innovation Horizon, 2006.

Scott Capdevielle is Chief Executive Officer of Syndicom, Inc., a sofiware
and services company that develops a Collaborative Innovation Network
(CIN) software platform. Syndicom is building CINs for the orthopaedic
industry, helping those community members produce original research,
copyrights and patents. He can be reached at scott@syndicom.com or
970-385-4250.

Enquiry No 91

Workshop Bones

Arthroscopy Training Models
Custom Models

+ Sales Training
+ Surgean Training
+ Trade Shows

B866-266-BONE (2663)
apticsuperbones.com
Visit us at AAOS - Booth #0213

o Halaing yo o frmarave gosliy of e ™

Enquiry No 26





