STANDARD FORM NO. 64

REF ID:A71829
v
Oﬂice Memomndum « UNITED STATES GOVERNMENT

TO : Mr, William ¥, Friedman, 00T DATE: 25 September 1952

rrom : Mr, Hemry B, Stauffer, 302L
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1. As I told you on the telephone, a copy of the mubject pemphlet has been
recelved direct from Lrmy JAG.

2. I% appears to me thet the commitlee which prepared the report tcovered Just
about everything in the way of awards, rewards, and incentiven;y I can, in faot,
think of nothing to add, ¥t saems to me that sven the matier of classified applica~-
tions delayed in issus because of secrecy orders, which matler you queried, is sub-
stantially taken care of in the Someiitee!s recommendations {page 22) from which 1%
appears thal the smounts of the awards and rewards should taks into considsratiom
the loss or relention of commercial rights,

3. I mey say that my own view is that awsrds and rewsrds are not good in
rrinciple, and I would prefsr to see them limited to suggestions and achiavements
not susceptlble of other treaimsnt., I believe it would be belter, where patentable
inventions are involved, {o leave the commercial rights with the inventer In liem
of a cash award except where classificatlon is a factor, This wonld, I feel, ba
cheaper, take nothing from the Covermment that it uses, and at the same time amount
to a recognition of private property rights which the prograr of the pamphlei would
tend to extinguish, The proposed program, in cther words, adopts the prineciples of
Executive Order 10096 which is not in accordsnce with my views or to my mind
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FOREWORD

Because of general interest in the subject and because of the desirability of
giving appropriate recognition to Government employees who make meritorious
creative contributions useful in the performance of governmental functions and
operations, this report on a proposed comprehensive Government incentives,
awards, and rewards program is being made available as a publication of this
Office,

The report has been submitted to me by an interagency working committee,
appointed to make a study of the subject and to submit their findings and
recommendations, with particular ' reference to the Government employee-
inventor and the relation of such a program to the achicvement of the objectives
of the recently adopted uniform patent policy of the Government.

The report is based upon an intensive study made by the committee, under
the able chairmanship of Henry A. Sawchuk of the United States Civil Service
Commission. In it the committee discusses and analyzes the problems involved,
existing statutory provisions and experiences thereunder, and the practices and
experiences of American industry and of foreign governments. The committee
also had the benefit of the long experience of the Royal Commission on Awards
to Inventors in Great Britain and of the reactions to their conclusions and recom-
mendations from sources both within and outside Government.

The recommendations of the committee cover two phases of action: (1) the

. enactment of new legislation having as its objective a comprehensive program

for rewarding Government employees making all types of meritorious contribu-
tions, including inventions and discoveries of basic scientific principles, which
are useful in the performance of any governmental function or operation, and
(2) steps that may be taken immediately, pending the enactment of new leglsla—
tion, to realize the most effective application of existing statutory provisions
governing awards to Government employees. -~ -

As Chairman of the Government Patents Board, an independent agency re-
sponsible to the President for the formulation and administration of the uniform
patent policy of the Government, I have brought the report to the attention of
the heads of all departments-and agencies in the Executive branch of the Gov-
ernment, and have requested that: :

(1) 'Ihenecessarysﬂepsbetakenmthmwchagencytoseethat,mthcad-
ministration of existing awards programs that arc now authorized by law, those

- programs are made applicable to meritorious inventive contributions as pro-

vided in those laws;

(2) Existing agency incentives and awards programs be reviewed to assure
that the fullest possible advantage is taken of current laws as they apply to the
employee inventor; and

3) For the purpose of stimulating productivity of their employees generally,
udmg inventive productivity, the agencies publicize, through appropriate
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media. the fact that empioyees making 1nventive contributions ot merit may be
rewarded under current awards programs.

As the commiuee ewpressed m its conclusions. the ads antage to the Government
of rewarding 1nrentors 1n the ways proposed are such that. if the public is to
reap the rich potential harvest from their edorts and creatne gentus, positive
measures to reward 'mventive achievement are emnently Jesirable.  As a firm
believer in the American patent system and 1n 1t wwnunuing contribution to the
economic and soua. «ct elopment of our country. I am convinced that such an
e gratig awards program as the committee has propesed 1 enurely consistent
with and i desiraole supplement to the patent system.

Reactions to the program recommended by the commutee will be welcomed
trom those who read s document and will be v en constderation :n the turther
develupment or such a prugram and ot the necessarv legislation.

Arcrin M. Paraer,
Chutrman, Governme nt Patents Board

Wsunemy D, C.
June 4, 1952

I. INTRODUCTION

On lanuarv 30. 1951, Dr. Archie M Palmer. the Clairman or the Government
Patents Board. established an interagency working comnuttee o make a study
of the Government program or incentives, awards. and rewards i us relauon
to the achierement of the objecti.es of Executive Order 1ooy6. The commuttee
consisted ot the 1ollowing persons:

Mr. Henrv . Sawchuk. C.s1i Service Commussion. Chairman

Dr Henry L Buckardt, Degartment of Deiense

Dr. K. S. Gibson. National Bureau of Standards

Mr Hubert H Margolies. Department of Justice

Mr. Henrv C. Rubin, Department of the Interior

Mr Jack Sunons. Federal Secanity Agency

Mr. Frank H. Spencer. Department of Agnculture

Dr. O. Glenr: Stahl, Federzl Parsonndd Counal

Ia aadwon. Dr Paimer furanhed aivaoie gwaance and ssistance -junng
the course or the commattees worts, as diu Mr. Charles F. P.raer. “ru. ol the
Burezu ot the Budger. Dean Willis R Woairih or the Unieersity or Tenas
{ Consuttant, Guvernment Patents Board). Miss Gudrun L. Scheidiup or the
Covil Ser e Commussion. anu Mr, John M Hager ot the Go ernment 2atents
Board Mrs Mary § Turner and Mr Pawl F Johason of .he Government
Patents Boaru funcuoned as recorder and secretar:, respeamnely. ror the
commultee,

Basc Jara undenving tnis study was obtained by a re'wew or sxisting laws.
reports and other pertnent hterature. The principal Federar agenues arfecred
aere requested o fumush information on speciic pomnts. mcuding thar es-
periences, s1ews, and recommendations. The commuttee met periodiaily and.
as the scope and pattern of the inquiry deveduped, speuric puases or the suds
were wssigned 7o .ndividual partiipants tor turther invesugation and report.

In the course of the studv. progress reports were made to the Chairman ot the
Guvernment Patents Buard, the Board itselt at its monthly meenngs. and the
various Federal agencies.

The Jucumerrary materials upon which this study is based were taken from
the riies ot the Government. or were furnished by the industriai orgamzauon or
foreign wountry concerned. These materwls are available in the files ot the
Guvernment Patents Board or other agencies concerned. The discussions at the
mecungs of the committee on 1ncenuives, awards, and rewards are summarized
i memoranda now 1n the files of the Guvernment Patents Board. In addicon,
consicerable information was taken from books. articles. reports, and other
printed or prilished marenal.

Under Exe: une Order 1o0¢6 of January 23, 1950, 15 F. R. 330. whith pro-
vides tor a unirorm patent policy for the Government with respect to 1nventions




made by Government em for the admlmstratlon of such policy, a
Government Patents Board an, appointed
by the President, and a representative and alternatc from the Departments of
Agriculture, Commerce, Defense, Interior, Justice and State and from the Civil
Service Commission, the Federal Security Agency, the National Advisory Com-
mittee for Aeronautics, and the General Services Administration.

By this order, a basic policy was established for all Government agencies with
respect to inventions thereafter made by Government employees. ‘This policy
includes the determination of the right, title, and interest in and to inventions
made by Government employees.

A. EMPLOYEES COVERED IN THIS STUDY

For the purpose of this report, ‘consideration is given only to employees of
the Government who may produce inventions, including military as well as
civilian personnel of the various agencics affected by Exzecutive Order 10096.

B. IMPORTANCE OF THE PROBLEM

. Estimates place the number of American people whose livelihood is dependent
upon patents in force at well over 12 million people or approximately one-fifth
of the total employed population of the United States.

In the present international emergency, the United States is vitally interested
in a high rate of productivity in advanced scientific and technological invention
to compensate for our comparative deficiency in manpower.

For long-range national planning, an equally important objective of stimulating
national inventive productivity is to conserve our material resources. This is
especially significant in our role of international supplier of materials and ma-
chinery to allied or friendly nations,

It appears obvious that the heart of the whole program of stimulating and
developing inventions is the problem of the inventor and the “incentives to
invention.

The present general awards systems in effect in the Government service, which
provide for salary increases for superior accomplishment, salary increases and
cash awards for economy and efficiency, cash awards for suggestions, and honor
awardsﬁoreﬂicientandoonmuctivepublicservioe,havememerit. ‘Their

principal weaknesses are in their complexity, inadequacy, and inequality, They
do not spexifically provide for contributions of an inventive nature, and in this
respect they are discriminatory and in many departments fail to give adequate
incentive and encouragement.

There is consensus within the committee on incentives, awards, and rewards
that it would be considerably more advantageous to the Government to have
new legislation to simplify, liberalize, and integrate the entire incentives, awards,
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and rewards programs for Government employees and incorporate in such
legislation a uniform policy to apply to inventors in all Government agencies—
civil and military.

Any incentives and awards system having as an objective the stimulation of
inventive thinking must be developed and operated so that research and other
essential programs of the Government are not impaired. On the contrary, a
suitable system should not only strive to increase inventive productiveness, but
should also improve the effectiveness of research and other programs by enhancing
thcurgemmvuugatefundamentalpnncnplaandphmommandmdﬂelop
inventions to productiveness.

The National Inventors Council, which serves as a medium whereby the public
may submit inventions of value in the defense and welfare of the Nation for
consideration by the Department of Defense and other Federal agencies, has been
considering the possibility of requesting the Congress to authorize a program
in which suitable cash awards may be given to any person producing inventions
of value to the armed services and other Government agencics.
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A EXISTING LAWS APPLICABLE TO MORE THAN ONE AGENCY
GOVERNING AWARDS TO ALL FEDERAL EMPLOYEES
INCLUDING INVENTORS

Incentive awards to employees 1n the Federal Service are granted as official
recognition of their contributions toward efficiency and economy of operation
throughout the Federal Government The vartous awards mclude step 1ncreases
for supurior accomplishment and salary 1ncreases or cash awards for efficiency,
cash awards for suggestions, and honor awards

1 The Laws
__ Awards progrums are carried out under speaific statutory authorities 2s follows
Step increases tor superior accomphshment under Tude VII of the Classifica
_tion Act ot 1949 (Public Law 429, 81st Cong, approved October 28 1949),
= Efficiency awards under Title X of the Classincation Act of 1949 (Public Law

S 429 S1st Cong , approved October 28, 1949),

= Cash awards for suggestons under Secton 1.1 of Public Law 600 ~gth Con
gress and under Executive Order 9817, 1ssued pursuant thereto on December

23 1ol 31 1946, and

Honor awards under Section 14 ot Public Law 600 ~gth Congress (the 4d
munstrative Lxpenses Act) and Section 5 ot Cxccutve Order 9817 December 31

2946

a Step mocases authorized for salased employees inder Tule TII of the
Classification ict of 1949

Lmployess of the Government compensated on a pe~ annum basis, 1nd oc
cupying positions subject to the Classification Act ot 1949, may under Title VII
ot the Act be given

(1) Periodic step increases based primanly upon service and a perrormance
rating of Saustactory or better during a wuting pertod of 52 calendar weehs
for employees 1n grades with step increases of less than $200 and 78 calendar
weeks tor employees 1n grades with step 1ncreases of $200 or more,

(2) Addional increases, granted only withun the Limut ol availible appro-
priations, as rewards for supertor accomplishment, viz oustanding sustained
work performance, mitiation of an 1dea, method, ar device or a speal act or
service in the public interest, and

(3) Longewity step increases based on long and faithful service

Since periodic and longevity step mcreases are granted 1utomaucally upon
satsfactory completion of a prescribed amount of service they wall not be dis-
cussed 1o this report,

4

With respect to awards for superior accomplishment, each department 1s
authorized to grant addinonal step increases, within the limit of appropriations,
but no employee may recerve more than one step increase for superior accom
plishment within the ume period presciibed for periodic salary advancements,
1 e, 52 or 48 calendar weeks, depending on the grade or the position which the
employee occupies

The Civil Service Commussion 1s required by law to 1ssue standrds upon which
supertor accomplishment awards shall be bised Lach department 1s required
to report to the Commussion 1ll actions approving such awards, and the Commus
sion 1n turn 1s required to submit an annual report to Congress covering the
numbers and types of awards granted A summary ot awards tor the fiscal
years 1947 to 1950 1s shown 1n the following table

Reasons for rewards for superior accomplishmenis

4 ! B (4

Aswards for the fircal year enaing— Tn..‘l”m Sustosned wern 1 102 106108 [ an | Spec al act or

| perf des merbod | Serysce sn rhe

WmAnCE |y lossce Iublsc saserest

|
1947 1 249 984 156 929
1948 686 EAYS Lo ] 188
1949 mn 608 ) 201
1950 1057 756 35 A6
Grand rotal 3044 2751 259 824
1

It 15 sgmficant from 2 perusal or the table above thar approumately 86
percent ot rewards for supewior accomphshments have been granted for
minaton or an idea method or device  Of this 8 6 percent probably a very
small percentage represents mventise accomplishments The tble 2bove covers
onlv the salaried emplovees of the Federal Government subject to the Classification
Act or 1949, which encompasses 1mong others ororession1l technical and
scientific workers engaged 1n research desipn develooment and similar technical
funcuons

b Effictency awards under Title X of the Classificatron lct of 1949

Employees of the Government compensated on a per annum basis 1nd occupy
ing positions subject to the Classification Act or 1949 may under Title X ot
the Act be gwen cash awards or increases 1n rates or basic compensation tor
accomphshments contributing to outstanding effictency and economy

A cash award for efficiency shall not exceed 25 percent of the esumated savings
i the first yer ot operanion, nor 1n amount equal to three times the step ncrease
of an employee s grade  If the imitations on the amount ot cash awards would
result m madequate reward, a salary increase equal to one, two, or three steps

208717 —32——28 5
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tor lus grade may be granted to an employee for a suggestion or other contribu

tion to efficiency or economy
The Bureau of the Budget 1s required by law to mamtain control of awards

programs under Title X of the Act

¢ Cash awards for suggestions

Under Section 14 of Public Law 600 and Lxecutive Order 9817, a cash award
may be granted to any avilian officer or employee for an adopted suggestion
outside the normal requirements of the duties of his posinon Except m the
Deputment of Defense, the total of all awards given by an agency during one
fiscal year may not exceed $25,000 If such an award 1s based on estumated
savings resulting from adoption of the suggestion, the amount of the award shall
be based on the estimated saving 1n the first year of operation in accordance
with the following table, unless for a special reason the head of the department
determines that a different amount 1s justified

$1-81,000 $10 for each $200 or savings with a mimmum ot %10 for any
adopted suggesuon
%1 ooo-310 000 %so for the first »1 000 of swvings 1nd 325 tor erch additional

%1 000 of savings
$10 000-5100 000 S275 for the first $10 000 of savings and S50 ror ewch additional
$10 000 of 52

$100 000 or more 8725 for the ﬂrv:‘;:oo 000 of sa , and 3100 for each add
nonal S100 000 of savings prov that (except 1n the De
partment of Defense) the masimum award for any one sug
gestion shall be $x,000
If an award 15 bised on 1mprovements not identifiable as savings the depart
ment determines the amount of the reward commensurate with the benefits
anuapated
At the end of each fiscal year, each department must report to the Director
of the Bureau of the Budget the number of employes suggestions submutted
the number ot employee suggestions adopted the total amount of cash awards,
and the total amount ot estumated annual savings
Section g of Executive Order 9817 provides that anv cash awards to emplovees
shall be 1n addition to their regular basic compensation The acceptance of a
cash award by any employee precludes him his heirs or assigns trom making
anv claim of any nature upon the Umted States for the use ot the suggestion
upon whuch the cash award 1s based
A summary of cash awards granted for suggestions for the fiscal years 1947
to 1950 15 shown 1 the following table

Numsber of cash | Average amonnt | Average annsal

Awards for the fiscal year endsng— mwards made | of cash award |saving per award
1047 11, 444 37 41 $1 463
1948 13 861 32 4 119
1949 20 037 28 74 919
195 19 973 2873 1,034

The tabulation above includes all employees of the Government chigible for
cash awards under Public Law 6oo (the Admumstrative Expenses Act)—those
employees paid on a per diem basis which includes the trades and crafts, as well
as salaried employees subject to the Classificinion Act of 1949 Information 1s
not available as to the number of cash awards granted for adopted suggestions
ot an inventive pature

u Honor awards

Under Public Law 6oo, 79th Congress, departments are authorized to incur
necessary expenses for the honorary recogmition of employees or organizational
units tor exceptiontl contributions toward efficient and construcuive public sery
ice  Any officer or employee of a department or agency 1s elig ble to recenne 1n
honor award

Some departments or agencies have established honor 1ward programs having
only three such awards while others have as many as four major types ot
awards These are known as Disunguished Service Award Superior Service
A\ward Length of Service Awird and Commendable Service Award The
utles of the awards mav vary slightly among the vartous agencies but the princ
ples on which recognition 1s granted are basically the same The ward mwv
constst ot a medal, lapel emblem, or an appropriate certsficate or a combination
or these

2 Publiaty and Other Types of Recognition

It 1s generally recogmzed that publicity ot awards 1s required 1nd he progrim
must be made known to employees generallv 1t any substantial incentive 1 1tue
s to result and the program is to operate successfully Ceremonies are usually
held 1n connection with the presentation of awards to emplovees with articles
announcing such awards appearing 1n agency or departmental sublicauons

Employee recognition ncludes not onlv salary increases cush 1wards and
honor awards but other torms ot recognition such s promotional opportunities
letters or commendation to be inserted 1n personnel folders and other expressions
of approbaion While cash awards and salary increases are one mportant
feature of the incentive awards program, they are considered as incidental wo
the broader objective of obtuning management improvement through genuine
particzpation by employees in deciding on questions which affect them and the
way 1 which thetr work wall be done

3 Machmnery for Adminisiration of Awards Programs

The diwversified legal authorities eusting at present, the drvided control re
~ponsibilinies 1t the executive level, and the close but complex relanonship or
the various tvpes of awards have made 1t imperative that departments coordinte
the administration of the awards program Bureau of the Budget Circular A-8
Supplement T dared February 28, 1950, 1ssued joindy with the Civil Service
Comunussion, requires cach department to establish an over all efficiency awards
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committee to coordinate and administer its awards program. This is necessary
in view of the fact that, for a particular contribution, an employee may now be
cligible under the existing laws for awards under more than one program.
Subordinate awards committees may be established in each agency to assist in
administering the incentive awards programs. Members of any awards com-
mittee are selected from among the key operating and staff officers of the agency
or the organizational unit which the committee serves. In organizations where
the work is predominantly technical or scientific in nature, at least one com-
mittee member should have a technical or scientific background. Authority
to grant awards may be delegated to the subordinate committees except where
the legal authority for making the award does not permit such action. Each
department issues instructions for the conduct of the awards program throughout
that department. -

B. SPECIAL STATUTORY PROVISIONS FOR CERTAIN DEPARTMENTS
GOVERNING REWARDS TO INVENTORS

A patents and design board, composed of Assistant Sccretaries of War, Navy,
and Commerce, was created by the Act of July 2, 1926 (10 U. S. C., 1946 ed., sec.
310) to determine the amount, not to exceed 75,000, which any individual, firm,
or corporation may be paid for a design, whether patented or unpatented, for air-
craft, aircraft parts, or acronautical accessories. Any design submitted to the
board for such consideration is referred to the National Advisory Committee for
Aecronautics for its recommendation. Thus far only one award, in the amount
of $1,000, has been made under this statute, and that award was made to a
Government employee.

Certain of the executive departments have been permitted, under special statu-
tory provisions, to reward employee-inventors in their departments for meritori-
ous suggestions and inventions. These provisions are as follows:

1. Depariment of the Interior

The Department of the Interior is authorized, by Public Law 357, Seventy-
eighth Congress, second session (5 U. S. C., 1946 cd., sec. 500), to reward
employees, in an amount not exceeding $1,000 (nor to exceed $20,000 in the
aggregate during any one fiscal year), for any “suggestions or inventions” which
would result in improvements in “technological or scientific processes or
methods.” Under this statute, the Department also may recommend to the
Congress that special appropriation be made for an award to an employee-
inventor in an exceptionally meritorious case.

As these provisions have been held by the Comptroller General, on March 20,
1947, to be not in conflict with the provisions of Section 14, Public Law 600,

Seventy-ninth Congress (5 U. S. C., 1946 ed., sec. 116a), they remain available
to the Department of the Interior.

Since the enactment of Public Law 6oo, the Department of the Interior has
made only two awards to inventors, in the total amount of $430, under its
special statutory authority.

2. Post Office Department

The Post Office Department is authorized, under the provisions of the Act of
December 3, 1945 (39 U. S. C., 1946 ed., scc. 813), to pay a cash award for any
invention or suggestion which will clearly effect a material economy or increase
efficiency in the administration or operation of the Post Office Department or the
postal service. ‘The amount of any one award may not cxceed $1,000, nor may
the aggregate amount of awards in any one year exceed $25,000.

The Post Office Department has not, since the enactment of Public Law 600,
used the special statutory authority contained in the Act of December 3, 1945,
for the purpose of making awards for inventions.

3. Depariment of the Army

The Department of the Army is authorized, under the Act of July 17, 1912
(50 U.S.C., 1946 ed., sec. 58), to make cash awards to employees of the Ordnance
Department for an improvement or economy in manufacturing processes or
plant. The aggregate amount of awards may not exceed $1,000 in any one
month.

Beginning with the 1943 appropriation act, and in subsequent appropriation
acts, through 1946, the Department was authorized to pay awards to civilian
employees for suggestions resulting in improvements or economy in manufac-
turing processes or plant, or military material. Substantial amounts were paid
to employees under this authorization prior to 1947.

The Department of the Army has, since 1943, operated its awards programs
on a department-wide basis. It has not, since the enactment of Public Law 600
in 1946, used the two previous authorizations mentioned above.

4. Depariment of the Navy

The Department of the Navy is authorized, by the Act of July 1, 1918 (5
U. 8. C., 1946 ed., secs. 416a, 416b), to pay cash awards to civilian employees
for suggestions resulting in an improvement or economy in manufacturing

_ processes or plant or naval material.

From the date of the enactment of this legislation until 1945, the Navy De-
partment paid out approximately $750,000 as awards for suggestions. In prac-
tice, the awards were made, in general, to those in unskilled positions and in
the lower civilian personnel grades. Special legislation was enacted in two cases
authorizing the awards to officers of $15,000 and $2,500, respectively, for assign-
ments of their inventions.

5. Tennessee Valley Avthority

The Tennessee Valley Authority Act of 1933 (16 U. S. C., 1946 ed., sec. 831)
authorizes the payment to employee-inventors of such sums as the TVA Board |
may decem proper “from the income of sale or licenses.” However, while patent

9
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Licenses are tssued by TVA subject to such terms and conditions as are appro
prate to each particular case, licenses so 1ssued are in general nonexclusive and
royalty free

Since August 2 1945, the TVA has filed an average ot six patent applications
per year In addition, during the same period, an average of 75 technical sug
gestions per year were received trom employees and formally considered under
the TVA procedure of review Of the total number of techmcal suggestions
receved sinee 1945, an average ot approxumately 20 per year have been of some
use o TVA

The TVA presently 1s of the opinion that 1t also has authority under the
broad provisions of section 3 of its act to establish a svstem or program of
incentives independently of any sharing ot license ncome While TVA has
sponsored tor a number of years an active suggestion plan through a series of
cooperative commuttees, it does not, as a result of an employee management
agreement grant cash awards for suggesuons

C PRACTICES OF INDUSTRY

1 Sources of Information

To ascertain the policies of industry with regard 1o employees inventions,
cusung reports and publications on this subject were studied In a few cises
information was obtained directly from certan compames An exhausuve
mquiry mto current industrinl practices was not undertahen because ot lack of
tume and resources, 1nd because the data already available 1n the various publica
tions are sufficently mndwative tor purposes ot this report

2 Assignment of Invention

The majority ot industrial hrms require their employees to execute agreements
to assign ule to their inventions  The hrms which do not require written agree
ments generally have oral understandings to the same effect ‘There 15 no
uniformuty as to the emplovees covered—some firms require assignments from
all employees, and other firms limit such agreements to those employees engaged
1n research and technical work With respect to the scope ot the assignment,
1t 18 the general practce to provide for assignment of any invention within the
field ot the company s business ‘There are two pomnts of view as to the effect
of assignments upon mventive productvity -

a Experience 1n the past has demonstrated that emplovees, particularly those
most likey to produce mventions, do not object to 1ssignment provided their work
1s recognized and they are treated farrly  In the case of technicians and research
ers, assignment 1s expected if the invention is made 1n the Line ot the mans
employment  Also assignments tend to reduce secrecy and to provide better
tcamworh and freedom 1n working wath others on stmular tashs
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b The assignment of invenuons in advance tends to dampen the incentive
to mvent. Many employees are antagomzed when requured to execute an
agreement which may be interpreted as containing onerous terms for employ
ment Ithasbeensaid Many of these employees feel that they are mortgaging
their bramns ingemuty and ability for a stated salary because such contracts
usually make no provision for a fair recompense 1n case an 1mportant invention
1» ma ”

Judging by the expenience and practices of industrial firms, 1t appears that
the requirement of an assignment does not appreciably affect inventive produc-
uvity on the part of technical and saenufic employees  Although many firms
requue assignments from all employees, most compantes limit the written
requirement to thewr technical staffs

3 Extent to Which Companies Simulaie Invenhons

There 15 wide diversity of pracuce with respect to the degree to which 1nven-
tons are encouraged A tew companies take no posinve measures to stumulate
inventions While this sroup 1s 1n the minonty, this atntude seems to be char
icteristic or che well establisned imndustries where the processes and equipment
are standardizea The theorv here 1s that dreamers or pew inventions make
poor producers ‘The result of this artrude 1s that the industrial United Srates
1s replete with successtul industries developed by men ot invenuve capauty who
withdrew trom Jheir previous employment 1n dissatistacion with the terms ot
invention asstznments imposed upon them Quite gene-ally these men were
individualists with a daring pioneer spirit who had courage to break awav and
start out on their own Alert industrialists today recogmize hat these are the
very men most valuable ror the expansion of their businesses thus the chinge in
attitude roward these productive 1nventors

Most companies encourage inventions on the part or 4ll employees but many
of these companies concentrate on their engineering and research staffs since they
nave found through experence that Umost mvariably the important inventions
are 'nade bv those who are employed for sucn a purpose

The extent 0 which efforts are made to sumulate 1nventions among employees
seems to vary with the natute of the work ot the firm and the atitude ot the

company s mmanagement

4 Rewards for Inventions

The practce with respect to the nature of awards and the amounts of cash
awards given to inventors 1n industry 1s as diverse as industry iself Some firms,
'arge and smail do not give special cash awards to any employees, feeling that
any inventive contribution should be considered as an element 1n determiming
whether promonon should be made, usually with an appropnate increase in
salary or regular compensation Some compames allow special cash bonuses for
inventions made onlv by nontechmcal or nonresearch personnel, taking the post
tion that their professional employees are paid to invent and special awards for
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mnventors tend to retard their research and developmental programs  Most firms,
however, allow special cash awards, 1 varying amounts, for mventions made
by all employees In some cases, specal reward plans for inventions are apph
cable only to the technical and research personnel, 1n the behef that an mnvention
1epresents something more than a suggestion, and consequently 2 special system,
designed to sumulate and elicit patentable 1de1s trom among those most hikely
to make such contributions, 1s justified

In those cases where extra compensation, other than salary, 15 given for men
torious 1nventions, some companies make a fived pavment for each invention,
other compantes provide a shiding scale depending on the value or the invention
Those companics which make fixed payments may mahe such awards at different
times and 10 different amounts  These payments may be made at the ime of dis
closure, at the ime the patent application 1s filed, and at the tume the patent 13
granted

Many companies have plans for payments which go beyond the fixed award
scheme These systems usually provide for fixed awards 1nd, 1 addimion,
subsequent variable cash awards or bonuses which mav be based upon a percent
age of royalties collected under licenses granted, value of the 1nvention as meas
ured by savings, and value ot the nvention as measured by profits realized

In a few cases plans have been adopted wherein the enure grouo working 1n
the feld of the invention 1s rewarded mstead or rewarding just the particular
wventor Such plans usvally provide that a fixed percentage or the profits or
savings resulung from 1nventions should go nto a tund to be apportioned an
nually to all of the employees concerned Such apportionment 15 usually de
pendent on the salary earned by the individual employee and his years of service

5 Concdlusion

As mght be expected there 13 no uniform partern with respect to the encourage
ment and rewarding of inventors 1n industry Even 1n the more homogencous
«cgments of industry there 1s a considerable diversity ot pracuce due to the
different attitudes and policies of the minagement ot each orgamzation  Many
ot the larger industrial firms have established policies or not ginng their technical
and research workers special rewards for their mventions  These firms usually
consider inventions 1s an important factor 1 determuning when the emplovee
should be promoted or given a salary increase

The following reasons are usudlly given for not hiving a specal awards
systeln for mventors

a Arguments 4ganst Special Awards System for Inventors

(1) Those employees engaged 1n technical research 1nd development are pad
with the expectation that they may produce inventions

(2) Other employees who devote too much ume to mventive possibilities
do so at a sacrifice 1n therr regular productive output.

(3) Since many inventions stem from group effort, there 1s a practical duffi
cuity 1 identsfying the inventor, or inventors, to be rewarded and the extent
ot each persons contribution

(4) Special rewards tend to reduce teamwork because some workers may
become secretive about their work 1n hope of greater personal gan

(5) Rewards for invenuons are discriminatory against research workers and
others who may make valuable discovenies that are not patentable

(6) A special awards svstem for inventors encourages employees to submut
large numbers of 1ll considered 1deas, and creates 1ll will against the company s
patent department when decision 1s made not to seeh protection

On the other hand a sigmficant number of industrial firms, induding some
engaged 1n research work have found 1t profitable and advantzgeous to develop
1 patent consctousness and to provide for swrable monetary rewards for all em
ployees, including those engaged 1n research work  Proponents of this approach
feel that special awards should be given to all inven ors whether under a sepa
rate system or as a part or an over 1ll company suggesuon and awards system,
because

b digumenis for Special dswaids System for Inventors

(1) When an engineer scienust or other emplovee mahes an important in
vention 1t 15 onlv proper that he recerve 1 smtable recompense—he should not be
denied a sumable special reward because he 1s perrorming research work, because
he has technical education and training or because he has greater imaginauon
than hus fellow workers

(2) Rewarding ot mventors bv salary increase or promotion 18 not always
practicable or farr—a salarv increase ror a parucular invenuve contnbution may
be inadequate if the emplovee should work at the increased salary for only a
short time whereas 1t may be disproportionately hizh 1t the employee continues
to work indetimitely at he higher salarv and should make no more meritorious
mnventions, also with respect to promotions not all inventors desire or are capa
ble of assuming successrully positions or higher responsibihty and importance

(3) The absence or 1 pesitve awards plan tor inventors has in part led to
the use of the term .ipune inventors with reterence particalarly to salaried
researchers

(4) The absence ot 1n awards system which dennielv provides for inventors
a5 ot conductve to the encourigement of inventions

(5) The tollowing benehts may accrue trom having a tangible system for
rewarding all inventors

() Useful inventions are promoted and 1 steady fow ot 1deas encouraged

(5) Prompt reporting ot inventions 15 encouraged

(¢) The work of a patent department 1s fauliated by increased cooperation
from the inventors

(d) Patent consciousness on the part of management 1s promoted

(¢) Good industrial relations are promoted by a well-admimstered plan
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D PRACTICES OF OTHER GOVERNMENTS

An analysis of available information with respect to the practices of other
Governments revealed relatvely litle of value to the purposes of this report
Great Britamn, Canada, France, and the Scandinavian countrics, especially Sweden,
did offer some suggestions

1 Great Britain

Within the Briush Government, the inventions of the public servants® his
torically have been considered property of the Crown unless it could be demon
strated that the 1dea and the work of developing the mnvention had been done
independent of all association with Government time and/or faclinies

Untl the end of the nineteenth century, monetary awards were rarely accorded
avil servants tor inventions of special merit 1n Great Britain, but they were recog
nzed by distinctive state honors, the decoranon conforming to the salarv level 2
of the servant

A central committee on awards was set up by the Treasury on recommendation
or the Civil Service Commuttee and the Civil Service National Whitley Council
1n 1930

Under this awards system, departmental awards commuttets may recommend
to the department or mmmstry head monetary awards to mventors up to one thou
sand pounds sterling Also, they are authonzed to recommend the distribution
ot the commercal nghts between the inventor and the Government

The central commuttee on awards 1s an agency ot the Treasury and 1s ap
pownted by the Treasury The Treasury also supplies one member ot each de
partmental awards commuttee The commuittee miy make awards up to ten
thousand pounds sterling and may recommend to the Treasury the granting ot
even greater awards It further serves as an award reviewing and coordinatng
board

Cash awards to avil servants of Great Britain are not limited by the salary
level ot the 1nventor as has been the policy on decorations In tact, departmental
commuttees have been reported to be more liberal 1n making high cash awards
to low rather than high salaried avil servants on the basis that more should be
expected of a high salaned worker In theory, cash awards for imnventors in
Britun are made inversely proportional to the proxumity of the invention to
the assigned dutes of the civil servant concerned However 1n practice the
commuttee decistons have been very objective and liberal 1n order to encourage
those who are employed to 1nvent to join treely 1n the compention with all other
cwvil servants

1Public servants of Great Britain are any emplovees of the Government except those who
are elecred to office or who recetve salines by hereditary process
Low salaried servants can recetve a decorinon as M B E (Member of the Briush Empure)
For the next level the O B T (Order of the Bnitish Empire) mught be mven then upward
at the next levels to C B E (Commander of the Brinsh Cmpire) and K B E (Kmghr of
the Briush Cmpire)
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There 15 no regulation prohibiing both a cash award and an honors award
for the same discovery or 1nvention In tact, Sir Frank Whittle was decorated
as a Knight ot the Briish Empire some time betore he was given the £ 100,000
sterling tax free cash award for the development of the jet engine In deter
munng the amount of this award, both the central comnuttes on awards and the
Royal Commussion on Awards to Inventors partcipated

There 1s some confusion on the part of both the Briush laymen and others
on the tunctions of the Royal Commussion on Awards to Inventors and 1ts rela
nonship to the central commuttee on awards The forerunner or the present
Royal Commussion dates back to 1919 when a Royal Commussion on Awards
to Inventors was created immediately after World War I Whuile the scope of
the Royal Commussion s activity has varied trom time to ume, primarily 1t acts
15 an appeals tribunal for inventors A large portion or 1ts work has to do with
men outside of Government, but 1t 1s available to civil servants when they desire
to use it When the Government mahes use ot a Briush patent the Royal
Commussion on Awards to Inventors 1s the tribunal that can recerve an appeal
to determine the inventor’s equity The present Commissions wthority dates
bach to its reorgamzanon 1 1946

The Royal Cornmussion was wnvited to participate in the discussions leading
up to the Whittle award by the Trcasury beciuse or its expenie ce 1n \pprusing
mventions and also because of the high regard in whicn the members ot the
present Commussion were held The procedure of the central commuattee and
the Treasury 1n using the sertices of the Royal Commussion on Awards to Inven

tors as princpal advisor 1n thur more important investizations nas now become
established

2 Canada

The employee inventor o1 the Cinadrin Government in the orainary services
1s granted at least one halk ol the domestic proceeds trom the evploitation ot his
invennion and all ol the roreign nights but 15 given constde able Government
supervision 1n the hicensing na assigning of his pawents Thus rreedom for he
employee to exploit his own patents was imtended to encourage higher producty
ity of invention

The National Research Counal of Canada regulinons of rea7 are more re
strictive with 1ts emplovee imventors  The -egulition requires that

All 1nvenuons made bv membeais of the technicil stmff shall be vested 1n the Council and
shall be made availible to the public under such conditions wnd upon tie payvment of such
fees as the Council may determine [his wcludes foraign 15 we'l as domestic nehts

The Councid with the approval of the Governor or the Counul 15 wuthonized
to pay the inventors such royalties and fees as 1t believes warranted

No stanstical information 15 available on the mernts ot the two systems ‘The
freedom of the employee to exploit his own patents does not seem to have inspired
greater productiy ity 1n the ordinary Government departments  The \ational Re
search Council, 1 a period ot about one quarter of 1 centurv, does not show
any sigmificant income rrom Government-owned patents
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The Government departments of France use a fewible system of awards to
wnventors  If monetary awards are used, 1t 15 quite customary to make higher
cash awards to the lower rather than the higher paid employees on the bass that
more should be expected of the hugher paid

Honor awards are progressive It 1s of interest that the title of the lowest
state honor award takes on the same designation as one of the highest 1n Great
Brtan  The sequence 1s Kmght, Officer, Commander, and Grand Cross 1n
the different professional orders It 15 quite customary for outstanding men
to rise progressively from therr first honor of Knught to the succeeding honors
i therr own turn A French inventor usually would be more appreciative of
the Grand Cross than of a cash award ot several thousand tax free gold francs
He will work with great zeal and enthusiasm and strive to reach this goal through
the several sequential steps within his protessional order

4 Sweden

For the Scandinavian countries Sweden 1s taken as the typical example In
the mibitary service, mmientors especially i the field of military weapons are
{rom time to tme given special gratutes Thus 1s predicated on the 1dea that
the inventor 1s unable to deal 1n a business way with such 1deas or mnventions

il DISCUSSION AND ANALYSIS

As a fundamentai mechanism for simulating thinhing and eliciting beneficial
sdeas the employee participation program, mvelving a suggestion system with
appropnate awards 1s not a new thing 1n the American industrial scene Nor
15 1t new withun the adminsstration of the Federal Government

Certanly the roots of the incentive systems run deep 1nto the protound psychol
ogy of human relations and are firmly grounded 1n man s desire for 1mprovement
1 the condittions under which he lives, for progress and advancement and for a
better way of lire

The 1dea ot emplovee participation 1n developing improvements in work and
performance has demonstrated 1ts worth Specific methods of doing this, by
specific kinds or suggesnon systems have been the subject of much debate

The underlying princiole or awards for suggestions and valuable ideas 1s to
provide tangible evidence of public recognition of the value ot services rendered

Under this basic principle the objecuve or any good suggesuon system whicn
provides tor awards 1s 1n briet to secure constructive suggestions from as many
employees as possible and thus improve employer emplovee relations  This prin
ciple appears to be sound whether the award consists ot cash a promotion a
ceruficate or ment a medil ot honor or 1ny of the manv other hands ot awards
in ommon use

Benefits of a suggestion system accrue both to the employer and to the worke~

In the opinion or 2 majority of dose students ot incentives and vwards systems
the actual saving represents the least ot 1ts value w0 the company  Undoubtedlv
a bigger value than the wtual wsh saving 1s the material hep given by the
suggestion, svstem 1 heeping everybodv in he orgamzation on his toes ana
mentally alert  The improvement of industrial relations provides another large
though intangrble advantage to the orgamization

The workman who contributes good 1deas toward improving his job verv
soon begins to reel a proprietarv interest 1n 1t He feels that This s my joo
and soon that This 1s my company ’

An emplovee who turns in an idea which saves the company a lot of money
may be dissatisned if he does not receive what he considers a fair share of the
savings 1in cash  Just the same, 1t 1s almost universal experience that the expecta
tion of recesving a cash award 13 not the only incentve that originally mnspires an
employee to wurn 1 a suggestion

An emplovee develops 1deas and turns them into suggestions because they
formish the needed outlet the psychological mechanism tor the expression of
concepts 1denufied with his deepest mental and spiritual being  Fe experiences
pleasure at seeing his own 1deas at work n concrete torm, and in the great
majority of cases, he 1s genuinely mterested 1n helping the organization for which
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he 1s working He honestly and actvely dislikes waste and inefficiency and
wants to do his part in 1mproving company operations

It 1s the belief of the commuittee on 1ncentives, awards, and rewairds that the
fundamental princples governing the objective and application of suggestion
and awards systems in general are applicable to 1nventors, as well as to those
employees who might mahe mentorious contributions of a noninventive pature
Also, 1t 15 believed that whatever the formalized 1«dmimistretive machinery set
up for mcentive purposes optimum results can be attuned only by operating
i a proper psychological environment 1n which management shows human
understanding, fatrness, and progressiveness mn developing employee satisfaction
by improving working conditions and according suitable recognition As one
writer puts it Personal tact sympathetic and understanding handling and 4
proper psychological approach to the employee may sometimes be of greater
value than an actual cash reward 1n encouraging the lovalty, confidence coopera
tion, mterest and good will ot the employee ’

A PROS AND CONS REGARDING A SEPARATE AWARDS SYSTEM FOR
THE INVENTIVE EMPLOYEE

So far 1s the commuttee h4s been able to ascertun there 15 essentially unan
imous opinion among Government departments that 1t would be unwise at this
time to establish any svstem of rewards for inventions or patents that would not
offer equal awards for other (nonpatentable) types ot scientific or technological
contributions or rchievements ‘This was summarnized 1n the commuttee s prog
ress report under date ot March 12, 1951, as follows

It 1s haighly sigmificant that all agencies seem to concur that 4 semirate awards svstem for the
ventive emplovee 15 undesirable because undue emphasis on the imvenune contribution may
result 1n other classes or emplovees scekine speciil consideration nd it may senouslv reduce
the cffccuveness of orgamizatons engaged in research ind develonment work  Special hnaneil
rewards to 1nventors mav

lead to secrecv and lnck of cooperauveness on the part of research and rechmical employees

mvolve admustrtive dificulties 1n determimin,, the person to be rewarded whenever the

senton 15 the result ot group endeavor and

crente dissatisfaction among unrewarded members of 1 rescarch roup 1s well 1s among

personnel assigned to functuons not lihely to produce an 1nvenuon

An 1mproved general system of awards for all mentorious contributions whether or not of
an invennve nature would be free of these objcctions

In 1943 Dr Lyman H Briggs, former Director of the National Bureau of
Standards, clearly stated the principal arguments against a specal system of
awards to 1nventors

It 15 not beheved wise to provide speuial awards to employees for specific nventons or
discoveries At first thought such rewards might seem adwisable but 1t 18 believed they have
been found 1n the long run unprohtable 1n private research organiztions In a large oramza
non lke the Burcau of Standards covenins, a large vanety of work one of the pnncipal
advantages 15 the avalabiity of advice from experts n many hnes ot work Cooperation

and freedom of exchange ot 1deas among the worhers i diverse fields are highly valuable
assets and these would be immediately and seriously endangered if each irdividual employec
thought that his welfare depended upon individual mnvennons or discoverics The expenence
of industnal laboratorses has been that effective teamwork 1s made dufficult or 1mpossibie when
emphasis 15 placed upon credit o the individual  Furthermore 1nventions or discovenes seldom
spnng cntirely from the mind ot one individual  Interchange of 1deas and discussion of prob
lems sumulate the conception or productive ideas and in many cases 1t 1s difficult to say precisely
which individual 1n a group concewved a new idea

If rewards are to be given at all they should be granted ior discovenies of broad principles
and also for the enqineering studies necessary to reduce an invenuon to pracuce as well as for
the conception ot the onqnal ider which consututes the basis ot a patent  Consequently, 1t
appears better to recogmize the value of the inventor as one element 1n an orgamization rather
thin to emphasize his partcular service on some onc or mote speufic mnventions

Whule there 1s thus general agreement that separate awards systems for the
inventor would be unwise there 1s considerable opinion that the present systems
do not adequately reward the inventor or other employee mahing the truly great
invention or contributton whether 1 line of duty or not However, great care
must be used if inventions resulting {rom line of dutv work are to be given cash
awards To give such awards for 1nventions and not ror nonpatentable contribu
tions of equal importance would be unwise discrimination, as already noted To
give them tor all important contributions would 1t 1s telt, create 2 very bad
situation However, if cash awards for line-of duty contributions are limited
strictly to the trulv grew imvenuons discovery, or other achievement and are
granted by some over 2l poard or commuttee with broad authority as to the
amount or the awards 1t 1s relt that inventors 2> well as other emplovees, would
be adequatelv covered

The fact that some industiaal firms and the Briish Government have specific
systems ror rewarding mventors which operate independently ot general incen
tive and suggeston svstems applicable to all employees has been carefully con
sidered The condions and circumstances presaihing 1n these cases are basically
different from hose exisung with respect to the management or employees of
the United States Government, consequently it 1s the beliet of the commuttee
that a separate awards svstem for Federal employee inventors would not attain
the objectives sought as effectively as a broad integrated program including all
classes of emplovees

B TYPES OF AWARDS

The nature and type or awards to inventors mught include

t Retention ot commerctal rights by the mventor,
a2 Cash awards and boouses,

3 Pay mcreases

4 Promotions,

5 Public recognition and honors

Retention ot commercial nghts by the mventor 1s sometimes regirded as a
form of reward to the pateatee  The untform patent policy for the Government




provides djm s, the commerciil rights are leit to the
inventor subléct to J6vetnment for governmental purposes

The cash award wath subsequent bonuses dependent upon the proven con
unued usefulness and value of the invention 15 a most workable form of award
for outstanding contributions that arc disunctly beyond the normal anticipated
productivity of the employecnventor

Commercial organizations i their exploitation of patents have recogmzed
that the new invention to survive must usually pass progressively through the
patent, the development the market introductory (termed by Dr Kettering
‘shurt losing ) and the profit making stages A mimmum ot 3 years for the
complete launching of a new invention to the profitable stage 1s typical of Amer-
scan practice This indicates that many inventions will not demonstrate thewr
true worth tor some years after the patent 1s allowed This would indicate that
the awarding agency should be authorized to make an adequate cash award for
euly recognition of a patent with authority to make turther subsequent cash
wwards over several years 1t development or accrued benefit should justify such
action

Assured pav increases might serve as an incentive to invention but in presenting
this type of award the Government assumes the permanent value ot the inventor s
general services has been tncreased by an increment equal to the award increase
and thus for all future Government employment ot the individual

There are many inventors who although thev work diligently at the task
present only one meritorious inventon 1n their ifetimes Turther if the inven
tion proves to be one ot increasing value with 1ts years of use it would be most
difficult to determine equitably subsequent awards 1n terms or addional pay
increases  As an awird method, a pay increase for outstanding inventions 15
not as equitable and workable as the cash and subsequent bonus reward

In many cases, a very important effect of an outstanding invesugation or re
search enterprise of the employee inventor will be that his more acuve general
performance as an employee instead ot his special contribution as an inventor
should be recognized The demonstraton of unusual inventne ability may be
a manifestatton of the employees ability to tackle successtullv problems of 1n
creasing difficulty and complevaty, thus justthably meriting promouion to a higher
grade of positton

In public recognition and honors to outstanding imventors the Government
ot the United States has an opportunity of making a great contribution to her
scientific and technological advancement To many individuals sutable honors
awards are much more meaningful than monetary rewards Consequently, the
value and importance of this type ot award must be recognized and programs
for honors awards should be strengthened

Spearfically, a graduated system of honors and recognition to discoverers and
mventors would mspire real competiive research and development Within
the Government departments and divisions, 1t might be orgwized most in-
tensively and operated with a high degree of effectiveness Those 1n Govern
ment who have made the most outstanding contributions to research and dis
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covery should be advanced to a high level ot recogmtion and thrs top level honor
should be in competiion with the Naton s best

C DEFICIENCIES AND LIMITATIONS IN PRESENT LAWS COVERING
AWARDS

The provisions of eusting laws for granting cash awards have already been
discussed under secion II  The many basic inequities, overlapping of eligibility
requirements, and other problems inherent 1n these laws are worthy of detailed
cxploration

Under Public Law 600 (59th Cong ), the Administrative Expenses Act ot
1946, all crvilian officers and employees are eligble tor awards However, more
than one half the total civilian officers and emplovees 1n the Federal Government
are wmeligible for awards under ewther Title VII or Title X of the Classification
Act of 1949 An employee inventor may theretore be eligible under one lw
and ineligible under another law, o1 he may be eligible under several laws The
principal exclusions under the Classification Act ol 1949 relate to wage board
and certain postal emplovees

Under Public Law 600 (oth Cong ), cash awards tor suggestions are limited
to not more than 5 percent or the esumated first vear s net savings In the case
of suggestions resulting 1n savings ol more than S1 ooo, the award 1s based on n
even smaller percentage ot the savings Under Tide X ot the Classificaton Act
of 1949, cash awards whether based upon 2 suggestion or other personal ac
complishment, are hmired w0 not 1n excess ot 25 percent or the estimated nrst
year s net savings or an amount equal to three umes the step increase ot the
employee s grade Thus tor 1 suggestion which results i 1 net »avings or $1 ooo
lor the first year an employee can recerve up to 350 under the provisions ot one
law and up to 3250 under another law

Furthermore the amount ot an awud under Tide X ot the Classtheation Act
ot 19,49 1s geared to the emplovee s grade 1s much 4s to the 1ntrinsic worth ot che
contribution  The higher the grade or he emplovee the greater is 'us -eturn
Ths occurs because the mavimum cash award pavable for an emplovee m gr-de
GS—-3 1s 8240, tor an emplovee 1n grade GS—5, 5,75, tor an empolovee 1n gr-de
GS-11, 8600, tor an emplovee m gride GS-15, ;50 even though each would
make the same contribution to the efficiency or economs or the organizanon

There are similar inconsistencies 1 1pplving the respective laws to individual
cases [or example, an emnlovee 1n grade GS-= who recerves 1 salary mncrease
for supertor accomplishment under Titde VII or the Classincation Act of 1949
and remains 1n that grade for 6 years would 1n that penod recesve the amount
of 8480 If given a two step increase or a three step increase under Tide X or
the Classification Act of 1949, he would realize Sgo or 91 140 respecuively, 1n
a 6year period For an employee 1n GS-13, a three step 1nurease would, over a
period of 6 years amount to a total wincrease 1o income of $4 500

Other factors such as whether a suggestion 1s 1n hine of duty or outside the
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normal requurements of the duties of (the employee s) posinon” are brought into
play mn determining kinds and amounts of awards, In some cases, an award for
a contribution ‘in line of duty” may be 1n excess of an award for a contribution
which 15 determined to be “outside the normal requirements of the duties of
(the employee s) position

On a Government wide basis, other disparities exwsst  Under Public Law 600
(79th Cong ), a total of $25,000 1n awards may be made 1n one fiscal year by any
department or agency, regardless of the size of the department or agency Also
2 maximum of 81,000 may be paid for a suggestion These provisions do not
apply to the Department of Defense It seems 1llogical to presume that only i
the Department of Defense can the employee, including the employee inventor,
make the hind of contribution that may result » an award 1 excess of $1,000
The restriction that a department, other than the Department of Defense, may
not make cash awards aggregating more than $25,000 1n any one fiscal year
one imnstance forced a large Federal agency to repress its suggestion program be
cause the $25,000 limitation had been reached betore the end ot the fiscal year

In limiting the amount of cash awards or pay increases to a percentage ot the
first year s net savings an inadequate reward results to the employee inventor
who may make the infrequent truly outstanding contribution In the invention
field, particularly, maumum savings are generallv achieved subsequent to the
frst year 1n which the idea was developed

Final grnts of efficency awards under Title X of the Classification Act ot
1949 may be made only by the over-all agency efficzency awards commuttee sub
ject to the approval of the head of the agency However, authority to grant
within grade pay increases as awards for superior accomplishment under Tide
VII of the Classtfication Act of 1949 may be delegated by the head of the agency
to the heads of constituent bureaus or other officiils  Authonty to grant awards
tor suggestions under Public Law 600 may also be delegated

No provision 1s made 1n any exsting law for awarding the employee mnventor
tor contributions of value to other agencies or departments of the Federal Gov
ernment In the final analys:s, each agency 1s an 1ntegral part of the total United
States Government An employee 1n any department or agency 1s subject to
broad general laws and regulations applying throughout the Federal Govern
ment The undesirability of thinking of an employee only with respect to hus
own particular agency or department was indicated by the Hoover Commussion
in 1ts report on Personnel Management when 1t stated ° the executive branch
recogmizes but 1 not dealing adequately with the problem of transferring
competent personnel from one agency to another’ Rewarding employees
for contributions of benefit to the whole Government service would be a step
forward in the concept of an integrated Federal personnel program

The Bureau of the Budget 1s invesngating the problems ot agencies 1n admin
istering the diverse incentives and awards programs, currently authonzed by the
vanous laws, with a view toward obtuning a single statute to provide for 1
umform comprehensive incentives and awards program tor all Federal employees

— e —

D DEFICIENCIES OF SYSTEM WHICH PERMITS AWARDS UNDER
SPECIAL DEPARTMENTAL STATUTORY AUTHORITY

It will be noted, from the foregoing discussion under section II that, prior to
August 2 1946, only five Government agencies were spectficaly authorized two
reward avihan employees with cash payments for suggestons or inventions
This evidently discriminatory treatment or the employees of those agencies not
having special statutory authority to make awards for suggestions or inventions
was obviated, at least 1n part, by the enactment of Public Law 600 (79th Cong )
on August 2, 1946

Two agencies—the Department of the Interior and the Tennessee Valley
Authority—seem to have retained to some extent their special statutory authorines
with respect to rewarding inventors They have indicated that 1n practice, they
have made no more than a slight applicanion of these special authorities since the
enactment ol Public Law 600

Morecover prior to 1943, the special statutory authority of the Department of
the Army was limited to awards in the field ot ordnance The special statutory
authority ot the Patents and Design Board was, prior to 1946 nd suil 1s conhned
to the field ot aircratt design

It will be observed 1n the discussion under section II that the several special
starutory authorities perramn to specal groups and special sabject marters
there are vananons both with respect to the amounts which mav be awarded,
erther monthly or 1nnuallv 1nd there are variauons 1n the sources ot the tunds,
1 ¢, appropriatons and income rrom licensing

None or the hve agencis eported any difficulty with respect to adnunistranon
under such statutory authority  On the contrary, the Department ot the Interior
and the Tennessee Valley Authoritv have indicated that they wish o preserve
their spectal statutory authorities and discrenon 1n adminmistering thewr awards
programs
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IV FINDINGS AND CONCLUSIONS

The desirability and the advantages to the Government of rewarding 1nventors
are such that we cannot afford to fail to take positive measures to reward present
inventive achievement if we are to hope to reap the nich potennal harvest

There have been occasional doctrinaire attempts to categorize and to postulate
umform characteristics for mventors However, the extent to which they are
money-minded, like the extent to which they appreciate or will be shmulated and
satisfied by professional recogmition vries considerably ‘To appeal to as many
potential mventors and elicit as many mnventions as possible, 1t 1s only the better
part of wisdom to suggest that several types of awards be made available

It has been noted clsewhere 1n this report particularly 1n section IV, that
present general awards svstems, and specific provisions ot law tor rewarding
mventors 1n particulwr departments, are inconsistent and over lapping  They
permit possible nequities and mahe proper admmistration ot the systems
dufficult

To avoid charges 1nd imputations of partthtv and tavoritism and to provide
a well rounded program tor sumulanng creative contributions a separate system
for rewarding inventors should be rejected Instead, adequate provision tor
rewarding inventors should be made 1 2 broid 1ntegrated program relating w
all types of contributions

Pending adopuon ot the well rounded program which the commuttee recom
mends, more advantages might be derived trom the present systems  Although
eustng laws aie obviously deficient in manv respects in their impact on the
employee inventor, 1n order to obtamn the maumum advantage to the Govern
ment and the public within the framework ot evisting laws, the speaific benefits
and rewards possible to the employee inventor might be ascertained and dis
seminated The ulumate objective, however, would be to attan more adequate
and sanstying recogninion and reward for mventors through new basic legislation
for all Federal employees Appropnate provisions tor inventors should be 1n
cluded 1n any such legisiation

In considering the broad problem the tollowing principles should be guide
posts

T Any program developed should be forward looking, 1 ¢, 1t should recogmize
that the goal 1s the encouragement of inventions and contributions

2 In encouriging and promoting greater invennveness, the rewards system
should afford some fleusbility and a Liberal scale of awards for the purpose of
suirably rewarding outstanding inventions

3 To munmmze the jeopardy or prejudice to research programs which mighe
result if all employees become invention conscious, we recommend that the
work of employees be considered carefully for the purpose of 1ssurince that all

extraordinary contributions—whether ot an inventive nature or not—are surtably
recogmized

4 Nort all inventors should be automaticaily rewarded Awards should be
made only for useful inventions beyond the call of normal duty The specific
inventive contribution made by an employee should be one which his co-workers
recognuze 1s meriting an award, otherwase, the result might be to damage morale
and consequently to lower the work output of other employees

5 Positive measures should be taken to assure adequate dissemination of 1n-
formation on new discovenies Full unlization of new ideas tends to inspire
the mnventor and lead lum to greater contributions

A RECOMMENDATIONS FOR NEW LEGISLATION FOR A COM-
PREHENSIVE INCENTIVES AND AWARDS PROGRAM FOR
GOVERNMENT EMPLOYEES INCLUDING INVENTORS

Based on the findings and conclustons of the commuttee the Chairman of the
Government Patents Board should endorse new legislation hiving as 1ts objec-
tive the untegration sumplificaion and liberiization or all awards programs
Such legislanon should oermut rewarding ot emplovees making all types ot
meritorious contributions mncluding discoveries ot basic scienuie prinuples as
well as inventors

1 Application of Proposed Law to Inventors

The commuttee recommends that the requirements and appl cation or a pro
posed new law provide that the lollowing principles be observed in the treatment
of the emplovee 1nventor

a {ll ciihan emplovees of the Government should be eligsble  Although
ths recommendition affirmatively includes only crvihan employees the com
mittee sees no reason whv the recommendation should not cover military
personnel as well

b Employees most hkelv to produce inventions by 1cason of the nature of
then emplovment o assigned duties should not necessanily be excluded by reason
of such employment However tor such employees to qualify for an award,
therr invenuions definitely would have to be outstandingly bevond the normal
requirements of their work

¢ Two basic types of awmds \hould be 1ecogmzed for employee inventors
The first would be cash awards with provision for a sufficiendy large monetary
award tor the intrequent invenuon ot truly outstanding value, and the authonity
for additional cash awards over an extended period ot several years 1f subsequent
developments or accrued benefits should warrant it The second would be
honos awards Honor awards are particularly significant 1n some bureaus and
n some felds of sciennfic specralizanon  The honor awards program should
be strengthened and promoted  An award of esther type should not necessarily
preclude the granting or both types of awards, under appropriate arcumstances
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d ThEBTE shohld b mﬁgrghe value of the contnbution  \uthority
should be conferred for determiming the extent of the cash award for an 1nven
tion not only on the basis of savings to the immediate organization within the
first year or other period but 1n a proper case on 1ts value to the Government as
2 whole, especially 1f the value of the contribution cannot be determined 1n terms
of dollars Consideration should also be given to 1ts value to the public 1n
determiming the award

In connection with these recommendations the commuttee believes that (1)
the fact of invention 1s pertinent to the performance and rating of the employee
mventor and should continue to be considered 1n 1ccordance with evisung prac
tices 1n connection with promotions or other recognition and (2) the granung
of an award should not be dependent upon whether the emplovee inventor retains
the commercial nghts under the existing uniform patent policy of the Government
The retention by the inventor of commercial nights 1n an mnventon while a factor
to be considered, should not preclude the granting ot a cash award

2 Limitahons on Total Funds Agencies May Expend tor Awards

The commustee recommends aganst establishment of an oves all ceiling figure
for each agency imiing the total funds to be spent each yem on its awards pro-
gram These caling figures are essentially arbitrary and productive ot 1n
equities ‘The developments of a particular year may be unpreaictable and
deviate widely from the pattern, resulting 1n an injustice mnadequacy or awards
and impaired morale  These imitauons m effect gunsay the mutual benefits
to be derived from the 1wards program

3 Awards Involving More Than One Agency

To cover the case when the invention 1s of special value to a department other
than the one n which the 1nventor 1s emploved or waen the (nventor has trans
ferred to another agency before his former agency has rewarded hum ror his
invention #ransfer of funds o1 other mrangements for awards purposes should
be authorized

4 Rewards for Group Efort

For those situations sn which credis for the invention is not clealy aue an
mdividual, there should be authorization to 1eeward the 1esearch scientise and
collateral personnel directly concerned for inventions siemming from group
effors  'This 1s an increasingly common situation

5 Rescission of Previous Awards Legisiation

In view of the comprehensiveness ot the suggested program the desirability
of uniformuty, and the danger of conflicting provisions if the program 1s super-
umposed on the present patchwork quult, zhe commsice 1ecommends the rescis
sion of all previous general awards legislation and to the extent practicable the
1escission of all previous specsal provisions of law govermng rewards for inventors
sn sndiwdual agencies
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B RECOMMENDATIONS WHICH MAY BE EFFECTUATED IMMEDIATELY
WITHOUT NEW LEGISLATION

Despite the many inconsistenctes 1n the ewsting laws governing awards to
employees including the employee inventor, there are several steps that can be
+aken by Federal agencies and departments to admimister more effectvely current
awards programs, pending remedial legislation Iz ss urged that the Chatrman
of the Government Patents Board bring the following 1ecommendasions to the
attentson of the heads of Federal agencies and that necessary steps be taken to
see that they are cariied out

1 Applicahon of Existing Programs to Inventors
Existing awards programs authonized by law are 1n many cases applicable to

employees 1n the Government service who make merstorious inventive contribu
tions and should be so construed and applied

2 Agency Review or Exishing Programs

All Federil agencies should review their existing incentives and awards pro
grams o assure that fullest possible advantage 1s tihen or current laws as the,
apply to the emolovee inventor

3 Punlialy

For the purpose of sumuliting mventve productivitv or emplovees agencies
should publicize through ppropnate media the iact that emplovees making
mvenme contributons or menit may be rewarded unde- current awards

programs
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