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Cleveland May 20, 1959 T0: Mr. Dwight P. Joyce
’ Mr. W. C. m@’tﬁr
Mr. A. D. Duncen
DISCLOSURES OF FORMULAS AND TECEROLOGICAL KNOW-HW
RELATIVE TO RAW MATERIALS USED BY FOREYGN LICENSERS cc: Board of Directors
IN THE MARUPACTURE OF PAINT PRODIXTS, Dr. W. von Fischer

The foreign license agreements negotiated by our Paint Division
obligate us to make contimuing disclosures to our licensees of formulas for.
and technology pertaining to the manufacture of paint. We are not obligated
f:ontractuam, however, under any of these agreements o make disclosures of
formulas for or technology relating to xaw materials used by our licencees in
their paint manufacturing opsrations {(even if such materiels are manufactured in
this country by our own Paint Division) except to the limited extent necessary
to enable the licensee to make (Midden quality paints containing such materisls
as ingredients. If certain rav materials are not availsble through purchase from
Glidden, Dow, Refichhold, Robm & Haas or other paint chemical suppliers, we may
also be obliged to furnish know-how concerning the menufacture of such materials
in oxder to ensble a licensee to manufacture all of the paint products included
in its licenge.

Our license agrecownts provide that we will disclose to the licensee
811 of the paint manufacturing formulas and proceases we own, or may during the
contract period, develop or acqguire, which we are not precluded from disclosing
by our contracts with others. |

Because of the nature of this obligation the question has frequently
arigen as to what constitutes & development of a process or formula so as to
cbligate us to disclose research technology to a licensee. Our Executive
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Cammittee carefully considered this question on Januvary 26, 1956, and decided
that formilas and processes being developed in our laboratories should not be
revealed to our licensees except when, in the opinion of our laboratory tech-
nicians and opsrating executives, such formlas and prooesses were sufficiently
developod to be of immediate use to the licenses, and then only if the licensee
vag prepared to use them,

More recently, the question was raiged as to vhether under owr agree-
ment with W. R’. Grace & Company's Chilean subsidiary ve were obligated to dis-
close synthetic resin formulas and know<howr to Crace's technologists who were
constructing & synthetic resin plant in Chile to supply not only their paint
resin requirements but elso the reein market generally in that country.

A% the April 22, 1959 Executive Committee mesting Dr. von Pischer
pointed out that owr research laboratories were currently developing synthetic
resing substantially superior in quality to the company's existing resins. He
beljeved that this resin technology might afford the company a valuable sourcs
of future profits which could easily be diesipated sghould we be requived to turn
over future resin technology to other parties who permit it to be disclosed to
competitore. He questioned vhether we cowld justify proposed ﬁrbuxe investment
in synthatic resin research 1f we were obligated to disclose, or edopt a policy
of voluntarily disclosing, the results of such research to foreign licensees.

It vas also pointed ocut at this meeting that continuation of & policy
of disclosing formuiles and technology relating to vesins, latices and other raw
materials used in the manufacture of paint would result in the loss of not only
valusble future synthetic resin davelopments but also technology that might be
obtained by future scquisitions in the vesin field,
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Over the past several years there have baen frequent regquests on
the part of Paint Division technical parsonnel for guidance as to the extent
to vhich they should be expacted to disclose resin formmlas and research devele
opments to our licensges. Mr. Bﬁramxe, Dr. von Fischor, Mr. Kllalager and
other staff officers have from tims to time expressed strong objection to a
policy of voluntarily disclosing to our licensees information developed in the
course of our resin research which we were not legally oblipated to disclone
to other companies, particuwlarly where indications existed that information dige
closed to a foreign licensee's employees in confidence readily found its way to
competing paint resin suppliers in this country.

It is recognized that if certain disclosures of resin technology are
not made to our licensees, owr Company may be deprim of royalty income it
might othexvise receive from the sele of resing by ite paint licensees end
that its business relationships with some licensecs may tend to be strained
by our wmwillingness to disclose information which they have been led to be-
lieve by our past practices oxr verbal discussions we would continue to make
availsble to them. R

For this reason we recommend that a resin formla or technological
developeent which our licensess may wish to obtain from us, related in eny wey
%0 licensed paint products and not required to be disclosed under our agree-
rents, be withheld only when in the opinion of our own Heedguarter's Resgearch
Steff it represents a substantial improvement over our coxpetitors® know=how
and ig deemed important to the future growth of our chemical business.

We further recommend that our Division research and technical per-
sonnel obtain from Dr. von Fischer and his staff any direction they may
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require to carry out the Company‘'s obligations to disclose its paint formulas
and technology to foreign licenseos. Such direction by Dr. von Pischer will, ve
believe, provide svitable coordination with the work of Glidden International
and other staff pexrsomnel in carrying out our foreign licensing program.

Such a policy we feel will further assure our Company that its legal
obligations to foreign licensces will be discharged with & minimm of misunder-
standing on the part of our Jicensees as to our intenbtion not to disclose in-
formation that should, in the interests of our research efforts and future

profits, be securely retained within our ovm Qreanization.

/ V. G. Phillips 4

OPERATING FROCEOURE COVERING DISCLOSURES
TO FOREXIGN LICENSHEES
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Cleveland 2k, Ohio Vay 2%, 19%9 Mr. Deight P. Joyoe
: Mr, M. C. ghter
RETORT - CAPITAL APPROFRIATIONS : « G. 8. Varner

 BCREENING COMMITTER | GIYTOR M. R. D. Horner
=Y Mre We Qe ni‘n‘"

The Cepital Appropriations Screening Committes has met and reviewed
the following two ftems submitted for eonsideration st the May Direetors’
Meeting:
Vorking
Capital Capital
* B.AR. 1254
- Additional Paint profuction and

filling fectlities $262,000  $780,100
Bo‘.oRo 30‘18&
Central Research lLaboratory $2,000,000

The Committne recommends approval of B.A.K. 1k-25% for & totel of
$1,062,100 as presented in the B.A.R. This is considered s normsl
schefuled growth B.A.R,

In revieving the Central Research laborstory B.A.f. 30-1868, the Committee
recomends that the Board, at this time, corwider approval of a total

of $202,500. Ti.ds covers $92,500 neceasary to sxercise options on the
site and $190,000 for site improvements and the architectural and engineer-
ing Gesign for the inftinl unit, Yhe committes Believes that approval

of the balance of the B.A.R. can be sonsidered as s00n a8 & MWOTS sccurate
price tag ean be put on the project and after additional comsiderstion

has been given to orgmnixation and control of the program to be usier-
taken,

wb G. mnip.
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