


It .. .we shall strive to foster everywhere, 
and to practice ourselves, policies that en- 
courage productivity and profitable trade. For 
the impoveri~hment of any single people in the 
world meane danger to the well-being of all 
other peoples. 

"...the productivity of our heads, our 
hands, and our hearts is the source of all 
the strength we can command, for both the 
enrichment of our lives and the winning of 
peace. " 

Inaugural Address 
President M g h t  Do Eisenhower 

January 20, 1953 
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INTRODUCTION 

This book presents the texts of the agreements recently 
concluded between the Government of the United States and the 
governments of eleven European countries, and with the Organiza- 
tion for European Economic Cooperation, for programs to sup- 
port and strengthen the European effort for productivity. The 
country agreements set forth expanded naticmal programs to be 
financed in large part from the counterpart of the dollar aid 
granted under the agreements. The agreement with the O.E.E,C. 
provides for the establishment and operation of a European 
Productivity Agency to furnish European leadership to the 
various country efforts and to undertake responsibility for 
over-all European action in thls area. 

These agreements were drawn up in accordance with the 
legislation passed by Congress in May 1952 and contained in 
section 115(k) of the Economic Cooperation Act of 1948, as 
amended, The legislation provided that of the total dollar 
aid to be made available to Europe in 1952/53, $100 million 
would be extended only upon terms and conditions whereby the 
counterpart of the aid would be used to promote the ob~ectives 
of section 516(a)-of the Mutual Security Act of 1951, as amended, 
and specifically would be used to encourage and support free 
enterprise, competition, productivity and free trade union&. 
In addition, the legislation provided that up to $2.5 rnill.ion 
might be transferred to the O.E.&.C, for the same purposes. 

The agreements reflect only incompletely the efforts 
which have been and are being made by Europeans to raise pro- 
ductivity in Europe. In general, they have been shaped in 
accordance with the particular problems of each country, and 
according to the portions of the national programs which 
could most significantly be supplemented by financing under 
section 115(k). 

What the agreements do have in common is a determination 
to place at the disposition of management the understtinding 
and the tools to carry on the most effective manabernent 
techniques, These arrangements make it possible for the 
governments to give aid and assistance to those ivho them- 
selves wish to act. 



The programs also have in common the recognition of the 
responsibilities of other elements of society in achieving 
high productivity, Provisions are made, varying from country 
to country, for the appropriate participation of labor in the 
program and a number of country agreements specifically pro- 
vide for various mechanisms to inform the consumer of his role, 
All agreements recognize that the benefits of productivity 
must, in a healthy economy, be shared by all members of the 
economy, 

A guiding idea underlying all the agreements has been 
the recognition of the need to develop and strengthen 
European institutions to promote productivity. The dynamics 
of an expanding economy, such as the concepts of free enter- 
prise, competition and market expansion, are not self-evident 
to societies which have been characterized by a preoccupation 
with the status quo, The various country agreements all 
emphasize the role of a central productivity authority to 
direct current efforts and through which the constructive 
forces for dynamic expanding economies can be marshalled and 
put in operation, The development of the European Produc- 
tivity Agency likewise is a recognition of the need to build 
European institutions in which the responsibility for promot- 
ing productivity can be lodged and which can provide the 
international leadership required for the concerted European 
effort, 

About $113 million (in equivalent European currencies) 
is provided for program implementation under the country 
115(k) agreements. The source and use by country is shown 
in Table I. As shown there, $84.6 million is derived from 
the 90% counterpart of a total 115(k) aid allocation of 
$94 million, and an additional sum estimated at nearly $29 
million is derived from general 90% counterpart funds and, 
in some cases, from national budget appropriations, Each 
of the country agreements has provided that the equivalent 
of 8% of the dollar aid will be used for the country contribu- 
tions to the EPA, with a resulting total of $1.5 million ear- 
marked for this purpose, 

Approximately $62.0 million equivalent is earmarked in 
the various agreements to provide medium and short term 



productivity credit principally to small and medium sized 
business enterprises in order to promote the objectives of 
free enterprise, competftion and productivity. 

The remaining sum of about $44 million equivalent will 
be used to support important sectors of the productivity 
effort for which credit is not suitable, Here, particularly, 
wide variations are seen between the proposals made in the 
different country agreements, Among the more important 
headings may be l i s t e d ;  

a, Training programs for managzment, middle manage- 
ment and labor; 

b, Speciaf expenses irlvolved in providing expert 
management engineerfng services to individual 
plants which a l e  cooperating in produc%ivity 
programs o, 

c, Rsseakch into basic problems affecting the 
dynamic fuctioning of the economy; 

d, Publicity and information activities; 

e,  Budget support for national productivity 
cen+,ers; 

f, Pro~ects to improve marketing and distribution; 

g ,  Processing and marketing and distribution of 
agricultural produ.cts, 

Table II shows a total of slightly over $PO million to 
be made available for carrying out the purposes of the European 
Productivity AgencyP It is anticipated that this sum will 
be spent over a period of three years,  in accordance with 
a yearly program and budget, 

An agreemen3 has also been concluded with the United 
Kingdom providing $625,800 for a loan program in the BrP- 
tish territories of Uganda and Tanganyika, Revolving 
loan funds are to be established i r r  both territories 
to make laans to small and medium sized ~ndustr~al under- 
takings to increase their pr~ductivity and thereby expand 
the economies of the territories, The t p  -yitories are 

iii 



covered by the  Economic Cooperation Agreement of 1948 between 
t h e  United S t a t e s  and the  United Kingdom, and t h e i r  continued 
economic development i s  the r e fo re  of i n t e r e s t  t o  the U d t e d  
Kingdom and the  United S t a t e s .  

It remains necessary t o  po in t  ou t  t h a t  the  p r o ~ e c t s  
and programs ou t l i ned  i n  the  fol lowing pages a r e  no t  de- 
f i n i t i v e ,  I n s t ead  they s e t  f o r t h  the  framework on which 
d e t a i l e d  programs can be developed and c a r r i e d  out ,  A s  
a r e s u l t ,  some of the  information regarding t he  proposed 
programs w i l l  be s u b ~ e c t  t o  change, Detai led plans ,  such 
a s  have a l ready  been worked out  f o r  Denmark, Germany and 
the  Netherlands, have no t  been included. A s  these d e t a i l s  
a r e  developed, the; w i l l  be published i n  a supplementary 

William Lo Bat t  
Acting Deputy f o r  Economic A f f a i r s  

Off ice  of tha  Unitad S t a t e s  Spec ia l  
Representa t ive  in Europe 



Under the 115(k) Country Weements 
I I 

Je tnerlands 

Jndistributed 

9reliminary ?Mostly from general 9% counterpart resources 
.'I estirnate C An unspecified amount of "Grants and Other" may be programed for  locms. 

'kcludes $625,000 for 115(k) program i n  Uganda and Tarwq~ika .  

BEST AVAILABLE COPY 



Source of Fmds f o r  the European Productivity Agenq* 

Source Freely con- Trans- Ron-tray- Total 
ver t i b l e  f erablea f erable 

8 Thousands (equivalent) 

Austria 
Belgium 
Denmark 
France 
Germany 
Greece 
I t a l y  
Ne tiler lands 
N m  
Turkey 
U* K, 

Total Country 
Contributions 

United S ta tes  2,500 2,500 

Grand Total 29 500 3,254  49 665 10,449 

*To finance the a c t i v i t i e s  of the Agency over the t h r e e  years 
period beginning FY 1954. Figures are rounded t o  nearest  
thousand dol la r  equivalents , 

%thin the European Payments Union 

'Geqerally, f o r  expenditure only in the do- country. 

C 
To be made available from the O.E.E.C. 's budget f o r  sup2ort 
of the E.P,A.'s a c t i v i t i e s  in FY 1954- The 0.EoEoC. intends 
to  make fur ther  contributions in succeeding yecars, but these 
sums have not been fixed. 
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H%s Excellency 
F3aerd Chancellor 
Dr. h,c. Dipl, hg. Lerpold Fig1 
Office of the Federal Chancellor 
13alqJP7~m.pkatz 2, 
VLenrra I, 

The atteztion of o*;L- two Governments has been addressed 
over the last several years t o  the problems of the strength- 
e-s of the basic economic s t ~ d c t u r e  of Austriaa expan- 
the k ~ t r i a n  emnow, and d s i n g  the level of l5vin.g of the 
Awtsrian poaple. In furtherance of th is  program, qy Government 

been sble to  extend certaia financial assistance which 
enabled constrzlct ion o r  recons tmction of certain essential 
i n d u t r f a l  f ac i l i t i e s  md the acquisition of goodsb machines, 
ar;d equipment, a l l  matters w h i c h  are the f i r s t  steps t o  any 
productive effort  by a modem people. 

Oar Govex-ruaents n m  agree that i t  i s  appropriate t o  
place emplhsis upan ensuring the most eff icient  utilizatiow 
of the md. resouTebes and the existent f ac i l i t i e s  available 
to  the people of Austria. Y o u r  Government has determined, 
therefore, to  caK7 forth a & b e  to  promote productivity 
and themby i~?mrnze p r o d u c t i o ~ ~  in a l l  areas of Austrian 
effort s . 

'& Government welcomes th i s  determination and dl1 extend 
2s th%s m i e  assis'cakuce as ~ o t e d  belaw. 

It i s  our mutual expectation that th i s  drive, through 
ixmaskg the effective an.d efficient use of present labor 
force and skills, of presezt machines and equipment, and of 
present fac i l i t i es ,  dll result  i'l a great i n m a s e  in the 
value s f  the labor of the individual Austrian and so, through 
the t r ipar t i t e  forces of lower prices, hi@;her wages, and higher 
profits,  strewthen and raise the standards sf living of the 
people of Austr5a. 



The operating responsibilf ty for this &rive within 
Austria will be placed in the Austrian Productivi.ty Center, 
a non-Governtnental, non-profit organization establislred through 
the willing assent of management and labor to undertake joint 
responsibility for carrying forth the tasks of this drive. 
The Center will undertake to provide to plants throughout 
Austria services of Mormat.ion and a2vice in matters of 
productivity, to st inrulate interest in inmasing productivity 
and demonstrate pmductivity proce&neso 

But principdly, the Center w i l l ,  within the lMts of 
personnel and funds, offer t~ wre?'~~lly selected enterprises 
service and technicians and techr2ca.l assistance to enable 
the intraduction and application of methods and teahiques 
to obtain signif f rat3.y production from existing faci- 
lities m d  manpower andl at significantly reduced production oasts, 
The Center will a l s o  offer its services em a more general basiss 
to as many plants and activities ir, Austria as the extent of its 
resources will pedt, 

Owr Governments agEe that it is essential to the success 
of this undertaking that increased returns resulting from 
productivity measures be shared between management in! the form 
of profits, Labor in the form of higher wages, and the public 
in the form of lower prices. The Productivity Center will make 
this principle its one inescapable requirement for the extension 
of the services mentioned in the last two sentences of the 
previous paragraph, 

It is understood that It is the intention of you;- Government 
in view of the importance o f  the productivity objectives to 
promote a program which will irform the people of Austria of all 
classes and levels of the purpose and intention of the prod~c- 
tivity drive, with specific attention to the benefits acmding 
to labor and consumers through directly increased wages and 
lower prices 

Should my ~ ~ O P Q  by private action with respct to any 
enterprise which undertakes in coogeration with its workers 
to raise productivity with the purpose of in@reasia:~g produclion, 
raising wages and lowering prices, attempt tc x ~ s l s a i n  or 
interfere with such enterprise, your Gsverme7=t is prepared to 



take such action a s  5.3 possible and appmpriate to  ensure that 
the purpose of the prwgram s'nall not in th i s  mamzer be frustratedo 
Such private action muld defeat "Le purpose of tble program ifp 
fo r  example, it were to  interfere with the acqutsiti.on of raw 
materials or  e q u i p n t ,  ut i l izat ion of new machinery .em6 methods, 
and aeqxisition of essential new capi ta ,  the pssing on sf 
benefits as Imr pfices aiid higher wages, or the free sale of 
increased pmduct ion, 

Yaw Charenzaeat reco@;rAzes t'nat credi t  reasonably 
available -co f immce product iv? tg measures d l l  be essential 
fo r  the success of t h e  p r p d u ~ t i ~ t y  drj-ve, and, i n  deeelopbg 
-the credit polf.c',es of Austria &l3 therefore give full conside- 
rat ion t o  the credit requirements r>f the & i = a  It f s  agreed 
that, in developing and administering t!le counterpart investment 
program, requirements f o r  the productivity drive w i l l  in acmsb 
dance with ove rd l  counterpart policy 'ae acceded pr ior i ty  
consideration as one of the major. neans f o r  the strengthening of 
the Austrian emnow, including the elimination of the def ic i t  
i n  the Austrian Balance of payments . Xow C-ovemment is prepared 
to  promote and assist the development and successful carrying out 
of the productivity drive by all other appx'o,priate meanso 

My Govexmen&, t h o u g h  the Special Mission t o  A u s t r i a  few 
Economic Cooperation, w i l l  %i& s e m c e s  of technicians and 
experts for this ;3rograre as well as related %-edmi@al sef iees  
of varied imtweo The scope and. extent of assistance extended 
by q y  @omment mi.,L% be demLem5ne6. by the usual pzbciples  
a~plicable t o  a i d  extended -Itbough, the XEC, S n d w  the rees- 
@zed, principle that the  purpose of American Af d is to  assist 
your Government and people i n  Mt i a t i . ng  program and dis-8% 
the i r  own responsibilit ies f o r  carrying then m t o  Assfstance 
will also, of couraa, 3e subject t o  the ava5labili . t~ of fmds and 
t e c h n i d m 0  Further, the Sped af Mission for  Econom3.c 
Cooperation w i l l  g5ve consideration to the needs and pwpsers 
of thfs program in the development aElB administration of aid 
P~~ O 

It is  unders4iood that the ut i l iza t ion fo r  ~-d33~ s p c f f i ~  
purpose of' technicians supglied % b u Q h  the ?<?:I:, as e l l  as 
ut i l iza t ion of .q j  portion of count erpart fi-ln??, is subject t o  
the determination of MEC that the pJrpose5 ov-' th i s  agreement 



are thereby being furthered md is subject to Lhe eonthued 
perf 'omce of undertakings agreed to hereino 

I would appreciate anfixmat ion. sf your Excellency 0% 
your agreement to the above: statement of the purpose of this 
program as well as the roles sf our respective GsveFIfrnents 
therebe 



October 31, 1952, 

The HQmrable 
BbroCoEo Meyes, CUef, 
U.S, Special Miseion for 
Eeewomic Cooperat iono 

Dear ke Minister: 

M a y  I e~resrr my sincere graeitude for the interest whhh 
according to your let ter  of' (June 23, 1952, the U,S,Govesnment 
is taking in Austri!.laqw effor ts  to increase the p d u e t i v i t y  of 
her economy, as well as f o r  the a id  extended so far by %he UoSo 
Govemezrat to Austria in support of these efforts and stil l  fs 
willing to  extend as indfeatad in the said lettero 

The Austrian Government, on its part, is  w53.Pk-g t o  extend 
a l l  neeass- assistance to the A u s t r i a n  Productivity Center as 
representative of Awtriaqs efforts in this direction w i t %  the 
limits sf 'the Austrian Yaws; i t  h a p s  that the Austrian &odue= 
t h r i t g r  Center dl1 Be in a position to  realize the idea of 
pm&aelivity, It will also be %ha duty of the dustrim 
hduct iv i tg  Center to ads that the oblfgations mde~taken by the 
enterprises garti&pating in the productivity campaign e l  be 
conplied with, in regard to the sharing of benefits resulting 
from the produczfvity drive, in the form of increased profits, 
wages as well as lower prima; altkboqh it has to be l e f t  on an 
indivfdudl. basis LA which way the abof~e mentioned 'MnefPts are 
ishared. 

Mor-eover, the Austrian Government is  wil.ling a3 far as 
psssfbfs to suppart all endeavors aimed at i n f c d r g  the pptnla- 
tion of tk objectives and targets of the productidty drive and, 
within the scope of the Austrian ],am, t o  chec!? U;~FB Muence  apt 
t o  jeopaff&ize the effectiveness sf this programa 



As r ega rb  t h  Counterpart b~pta%rnenL l?r0grm9 the Austdan 
b v e m e n t  believes: that far-maehhg ame~fderatian has been gji- 
ven t o  the idea 0% p ~ u ~ t i v i t y  when carry* out the bmstmnta 
pmgmmwd in a n m n e  with the UaSo Spedd Missfoa for 
Ec8mdc Gooperati on, and intends d m  to mntbue under this 
principle in the futuree The Austrian credit p9Iiey $00 QVKL 
aim at promestfig prodmtfv5ty increase w i t h i n  the Bi&r(;s of the 
g%mn p s a & b i l f  t 5 . e ~ ~  

Accept, dear Mre Minister, the exprerssfsn of q y  w e s t  
esteemo 

Hours very t rulyo 



The Federal Cbe19bor9 

I have the h3mr %a mfsr t o  the ~saversatiom which took 
place in the pas% Bekween the I3.E Specid  Eaa ion  %or Emmde 
Cooperation and representative8 of' the PLwtriai~ Federal 
Government relating t o  the agrecaen% emncmxic mwvmtion of 
Jay B9&8 3eheen Awtrb and the EFA~WIE~  state^^, a d  
Section 9 ( o )  of the M u t d  Secur5Ly Act of 1352 eBld Seetion. 
125 of the E c o m ~ e  Gooperation A c t  09 B9l&IO as mnaeda 

E b t b ~ m r e ,  I have th3 hor~or to oo:~X% that, as a result 
sf these &.acusa5o>rr.a, the following agzim~eb,% Pas been xea&td: 

h~trba Be6e~ra.l k~vemmefit agree8 with the ~e,nception 
e k %  %be? s a t i b i z i  of a healthy and ~0r~tm~tIby expan= 
d3ag aeo- as basis f o r  a progressive hp~mernent of' the 
living s-cah*d of' the A W % Z ~ ~  33rZllp?rj18tfa presents a basic 
necessity far  a a u e ~ s a ~  hLa9.-nat iod development 
F u r t h e m r e ,  the Au~ZGrian Federal Gcwe-nk, is c o n h e d  
t.bI%, by 82a1~- O U ~  8 ~6~bCTetb WDgTXlIl 033 the b m i ~  QP 
Section B15 (k) of the Esonomie Cooperation A c t  of 1948 in 
the  versia;~ o l ~ ~ d e d  by Sec.'sion 3116 (a;) of the X u - t u d  S e d t y  

of' 1952, it c a n  wa.t:%baata somiderab'1y tQ t'm a&evme& 
sf thewe gadso 

The alabamtissa of this mncrete plan, howmsca, requires the 
nslutboxn sf a aeries of c3AfT5cd% problem t o  mr-te a e  
mentioned gads  founded upon the A I I E ~ ~  %eg5~1at201;~ d t h  
t g A U i m  5 s  Dae $9 the s b d  time avaA- 
%abbe adnce Shs start of these A.wS.mhe:rf~ die~wsdans 
it has no$ y e t  been psss%b%e! to canePa& the w~;;-fe~ 

3.) &mver, due to the fAmr;ta% conct&fiom 02 ?he . ~ A C B Q  
side? wM& set a L i m e l M k  as sf the ari- uP Phy 1953 for 
the aeeepkmce of $%O,OOO, of' d B  am==m~xed for A w t d a  
aagd! &emee& by %he bfiw Federal Gm~e~%ment %8 prcmate 



the a i m s  described in the afore mentioned A~wrican legisla- 
tion, and due t o  the fact that the Austrlm Federal Goverx~= 
men% is determined to  further the afore ~ment5.0ned g o d s  in 
the same way as done by the governments of the other parti- 
&pat- eountfies, I have the honor $0 apply i n  the of 
the Austrian Federd. Government f o r  the 8:0,OCX),000 of aid 
e m k e 4  f o r  the Austrian Govement f o r  the promotion of 
the aforementioned g o d s  and dram from the $100 mill-ion fund 
established Sy the Congress 3f the United_ States. 

. The Austrian Federal Government agrees t o  use the counterpart 
of t M s  aid t o  promote the goals aimed at '$IB the Congress of 
the United States  and almg the lines discussed in mre 
de ta i l  with the US Special Mission fo r  Economic Cooperatione 
In the near ~'ut-me, the Austrian Federal Government wfll 
8-t t o  the Governmalt of the ? .?~t f?d  States detailed 
part iculars  ,, 

I beg you, Ylr, Minister, t o  convey these cieclarations t o  the 
Govement sf the United States t o  serve as a basis f o r  the 
allocation of the above mentioned $P0,000,006 

I also beg you, Wo Minister, t o  inform me of the agreement 
of' the United States to  the afore mentioned declarationso 

Accept, &, Minister, the assurances of my highest esteems 

The &norable C E, Meyer, 
Chief af US Spcial  Fdisaion for 
Economic Cooperat ion 
Allianz Suilding, 
Vienna SXo 



The Fe6ez-d Ghanceklor, 
NO. 69,22&~1~/3 ,53  

The Honorable 
C n E e  Ideyer, 

Chief, MEC9 Viennao 

Dear Ws hiidater: 

(1) L beg to refer to the conferences lately held between 
represeatatives of the U ,So GovernrL1er;t and the Austrian Goverrrmen%, 
on an agreement to  be concluded between Austria ma the UoSo 
concemhg in i t ia t ion of a productiv5Q =ve, within the meaning 
of Seatlan 9 (o) of the LTutlLpl. Security Act 1952, made in amend- 
ment of section 115 (k) of the Ewnoncic gooperati an A c t  1948. 
May I in parti~"s%~ar refer to rqy letter ~o~68~05&ERP/~/53 of 
k k y  28, 1953 and express qy pleasure Seing able t o  announce 
the agreement of the Aus%r!-an Government with the execution 
details of the contemplated agreement, t he  bcssic principles of 
which 9 ou-:lined on behalf of the Austrian Government in q y  
letter dated bCy 28, 1953, 

(2) In thz m e  of the Austrian Government I take the liberty 
of making certain suggestions regarcling iaplementation of the 
prsductiv5ty agreement, for w h i c h  PO million dollars have been 
provided pursuant: to section 115 (k) of the Eccanodc Cooperatioh 
A c t ,  a9 amended, The A u s t r i a n  Government Ropes tht US legal 
provisions will allow in good time to issue -the procurement 
authorizations recpired fop utfl.izatiorr of these 10 million 
dollars 0 

(3) The principles on which such a productid-ty Jrive is to be 
initiated in Austria h v ?  besn agreed upon in letters exchanged 
between Federal Chancellor F i g l  ax8 You, M.r, Minister, on June 23, 
October 31, $952 respe~tlvely~ 

(4) 411e Austrian Gave-en,t believes that pr~cluctlvity can be 
prormsted effieiezatly o n l y  by econog itself; the following 
suggestions have bean pmmpted by the earnest cl_esim to aomply 
with the obligation of the govememt to assist eeonorqy in its 
eff~rts  to increase pmductiTpfey, 



(5) The bi la tera l  agreement as amended clearly shows that i n  
case the 310 million dollars are allocated as pr~::ected, not only 
the agreementssuggested In this l e t t e r  w i l l  apply t o  uti l izat ion 
of these fun& but also a l l  other stipulations prescribed by the 
UoSo Government in connection ~ 5 t h  allocation of aid fluids under 
the Mutual Security A c t  195L 

( 6 )  Therefore the Austrian Government begs t o  propose that fo r  
implementation of the productivLty program 9% of the 10 million 
dollars from counterpart be transferred to a special account 
" b d u c t l v i t y  PsomtionWo Withdrawal from that account dl1 
have to be made i n  agreemnt between the U,S,Govemenlt and the 
Austrian Government, in csnrpliance w i t h  the suggestions xnade 
hereundere A *the  transfer of s&lings f r o m  the general 
counterpart account to  acmunt h d u c t i v i t y  ~ p l ~ o t i o n  can be 
effected on the basis of an add%tional. agreement between the 
two governmentso 

(7) The Austrian Government w i l l  thoroughly kvest igate the 
poasibflity of extending an additional m c n t  from budget funds 
f o r  the purpose of eqanding the Techrlical Assistance programo 

(8) The Austrian Government intends t o  use the cqulvalent of 
80,000 dollars from the so-called Moody Aid as Austr5.a.'~ contri- 
bution t o  the European Productivity Center which has been created 
by OEECo 

(9) The counterpart originating from Moody A i d  would partly be 
used fo r  short-term m e a t s  with a d . a t f ~ n  of not mse than 5 
years* to  be extended chiefly t o  small and med5-sized 
enterprises, as operating capital and to  meet earper~dit.ims for  
fixed assets, provided that the capital f s used, and the 
eweniliturea are incurred to increase the produetPVi5ty of the 
enterprise concerned, Contrary t a  ordfnary counterpazrnt invest- 
ment crefi ts ,  these credits are not mainly 'tntended for  L~c rea~ ing ,  
establishing, o r  irnpsovhg capaeie, but d 1 P  constitute rn s r g d e  
supplementat ion of othes measures sugges t e a  fo r  the pmkLietivi ty 
c q a i g n ,  such as reduction of prices, rationab sab3s  rsrgdzat ion,  
improved accoPxntimg methods, higher quality, eeonmiml handling 
of materidso 

(10) Bepayments of capital and interest  (Adkia~ actually incurred 
administration costs) would flow back to  t i l e  s:?cial account 



"Productivity Pxu>motion", so as to  be available for f b t h e r  
loans within the meaning of the agreement suggested herewith, 
The interest rate of loans would not exceed 6$ bat can be changed 
a t  any time upon mutual agreement between the Austrian Government 
and the UoSo Special Mission for  Economic Cooperation. After 
approval by the Austrian government agencies, the loans w i l l  be 
disbursed to  the cseditees, via the credit ins t i tu tes  authorized 
to  a d m i ~ s t r a t e  investment creditso For loan transactions the 
credit ins t i tu tes  tlrrill charge a reasonable fee, which, i f  
necessary, can be retained i n  the form of a specified portion 
of the payment, 

(11) Another portion of counterpart funds originating from 
Moody Aid w i l l  be used for  non-repayable, single expenditures for, 
or allocations to, non-profit organizations, provided that such 
emenditures o r  allocations serve to  f ~ r b h e r  the aims l a i d  d m  
fn section 516 (a) of the Mutuai Security Act 1951, as amendedy 
and in section 115 (k) of the Economic Cooperation Acty as amended. 
The manner in which the program concerning am-repayable expen- 
ditures is t o  be evolved w i l l  be jointly determined by the Austrian 
Government and the UoS, Special bEssion for  Econodc Cooperationo 
The Austrian Government intends to use part of these funds fo r  
research promot ion, experiments aimed at developing housing tech= 
nics, mrket  analyses, management %mini.ng, L e o  for  pusposes 
specially qualified to incrzase overall p rodu~t i s r i ty~  

(12) A s  regards agriculture and forestry Moody Aid funds dl1 
be used for  drives materially increasing productirity of agricul- 
tural  and forest production proper, as well as productivity 18 
the fYeEd of processing and distribution of agricultural and 
forest  produce, In particular these funds wil l  serve to  
pro~mte new p r o d u t i d t y  5amashg processes, and new methods 
of production and distributiono 

(13) The f'unds allooated to agriculture and forestry nil1 not 
exceed 3 6  of the overall counterpart funds originating f m m  
Moody Aido 

( ~ c )  'fhe Austrian Government dl1 adrsin9strate mderpart 
flmds fromMoody aid aecordhg to the foflowhg cErectives: 

(15) A) Credits earmarked fo r  investment p q o s e s  o r  as 
operating capital dll be allocated to Lndustrial and 



wmercidl enteqp5ses part icips t ing i~ 1112 -,x-odu-ct ivity 
drive, v ia  an  b - t e r - d f i s t e s i d  c o d s s i o ~ ,  -mder the 
W n m n s h i p  of the Federal Minister of Trade axil Recons- 
truction, b s u m t  to the Austrian Law on CreSit Control, 
the Credit Control Codss ion  dl1 be  repsesenf,,p+Y in this 
commission by two of its members, 

(16) B) counterpart funds frsm ~ o o d y   id (credits o r  
subsidies) t o  be extended t o  agriculture a?d forestry, wil l  
also be allocated 3y an inte~mini.steria1 c o d s s i o n 9  under 
the chairmanship of the Pedelaal Mifist~r of Agriculture 
andForestrjro This mnaaniLssion, too, will comprise two 
members of' tile Credit Control C o d s s i o n ,  

(17) G) Utilization of counter-jart fun& f r o m  Moody aid  for 
the various ac%io*m aimed at pCmd:1c'tivity increase9 OF fo r  
d loca t ion  to non-prof i t  organizat ia :~  e k 9 .  be subject t o  
approval 5y an i n t e r - m h i s t e n d  tpve-m~ulent e ~ d s s f  onB 
under the Chab-Mp of the Federal Ch.3slcelPoro 

(18) An advisory cownittee will bt established to advise 
the i . n t e ~ h . ~ s . $ e s f a P  government c o d s s f o m  m e d  under A t o  Ca 
To th i s  advisory e o d t t e e  tb Federal Cl~mcellor d l %  delegate 
one representative each 3f -agement labor9 ag~ieulture, 
and the manager of the Austr5.m &oductivity Cezter, as w e l l  as 
a person whop OVBing t o  sound economic adai.aistmti~e knm1edge 
appears spec id ly  cWif . ied  t o  pmteet public interests and t o  
energetf d l y  realize the 2rad1.1~ t f 15ty programo Th5.s person 
w f l P  be nominated by the Federal Chamellor, in egreeraent with 
the Vice-Chancelios, af ter  having heard the opSnion of the afore 
mentioned representativeso1 A representative of the T.S, 
Special Mission for Economic Cooperation w t l l  %e irtvited to  
attend the meetixs of the advisory condttee,  as  on-voting 
observer, 

(19) The preliminary review of applicat5on.r f o r  Moody Aid 
credits or subsidies $rm the d e w  point of podZleti-f~?..Qv 
d t e r i a  ~511 be made by the Austrian h r Z . ~ c t i ~ t y  Ce?.%?r, and 
the technicalu qualified organizations t o  br eoopLeC ay the 
l a t t e r ;  where other economic and financial viexvpoints are 
concerned the prel ireimy examination will be c%~;,ded out by 
the Central Bureau for EEP airs i n  concwaaence mi th the 
pertinent H s t E . i e s o  



(20) The resolutions of the afore mentioned in3ermLnisteP-PaP 
government c o d s s i o ~ ~  will be brought tc. th3 ai:tention of the 
U.S, Special Mission for Economic Cooperation af ter  every meeting. 
I f  the U,S,Specid Mission for  Ecsnomic Cooptraticm daes not 
veto the resoPution within 'I,$ days, the d o c a t i o ~ s  carn be made 
according to  decisien, Lo the project holders and credit 
applicants re apectively , 

(21) Parthermore, the Central Bureau for ERP Affairs w i l l  
keep contfnuous and close contact w%th the U S ,  Special Mission 
far Economic Caoperatioz concerning progress of the productiviky 
M v e  . 
(22) The Austrian b v m m t  will base impkmentation of the 
pmductiv-i-ty actio~, and d i s t ~ i b u k f ~ n  s f  Moody funds on section 
115 (k) of the Ecuagmir, Cocgerat5.011 Act, wh5& shows the means 
by w h i c h  to a t t a h  the aims sf pmdl.~aJ;lv5ty increase as sp&bed 
mder that a.c%* AccosiLing to  -the pxmvisiiom of that section 
them are t h e e  w ~ y s  5x1 which the fruits of" kcreasedl  productiv%ty 
can best be sharedo These wags -: 

a) by increased wages t o  the labcr forcee; 

b) by Powering prices to the consumer; 

c) by retuTning to the management and t o  the b ~ e s t o r s  %n 
the enterprise a prof it which represenks a fdr rat.= 
orrr, their bx~~es%naent anad which prad2es a wn,Sinuhg $Bow 
of capital ceeeasary t o  pxxide  efrieient plan% and 
miterid to enable the W W E . ~  t o  I Y E C L P . ~  a competitive 
ps$%ioa and to tfiticge f t s  faci l i t ies  ;xI sqls.& a manner 
as w i l l  create addit8omal employment and ~ m t ~ b u t e  t o e  
%he restoration in Austria of a d.ymu5-c txqw~dhg emnogo 

(23) The A w t r i a n  Gomrment realized that -i;nejre ia no single 
satfsfactoxy formula $0 be la%d down a &dyip express5ng -the 
precise form ss marmes" Lw~ which the f~":~\%ts 3f' pgw~~~eSiv.2 ty are 
t o  be shredo  

(24) Them dl1 be cases when the profits will k v e  t o  be used 
to reduce prices to maintain competitiveness 2f t h  respective 
firme other cases, it may pmKJe necasea7 - t ' ~  raplace obsolete 
a ~ d  inefficient macMns.sy, Sheare may 3% 5-n; kame3 where %t may 
be bo*A appmprhte and addsable fgt view o f  existing pkoduetivity 



faetors 5lxdtAally t o  grant a wage bcmaseo BstabXfshment ~f 
the confidence between management and labssp vd-Ll(& dons  can 
guarantee the snccess of %he pmdu~k%v%ky driveo best be 

at the Bzadi~dual plant PmeL E x p -  
rience baa also demomtmted %ha% the Mtfd apemrnt resulting 
f r o m  such bmgaM~& m s %  of' neeesai-ky be o f  a general mt-6 
It must provide for mre or less continuous change in %he l ight  
of eqefieneeo The ini.tid agreement above all &8mPd pmvi8@ 
an effective means for ereathg 31abor-mamgement hamamy in the 
sea%.& f o r  the a t t m e n n t  of truly econode obdeetivesO 

(25) Criteria for loans and subsPaes, bared on. these principles, 
would be worked out in e m e m n c e  with. the ~ o S o S $ s e e ~  Mssioa 
for Ecommi~ Cbqerati03~a The a6%f an be- 5 ntended to pmm%;e 
the aims la%d down i n  Seaition 1x5 (k), Baitrs m d d ,  of catarse, bs 
extended only to BU& fim and en.P.,erp,dses which have adopted 
the principles sf the pmdaac&Evi%gp M w, which prindples are 
Pounded cxa the language and intent of Section 115 (k). Firma 
OF enterprkses 8 p p B f i n g  f o r  Isam mmt, therefore, pledge 
themselves in writing t o  the p~~siaciple of jw%ly sharing out 
the benefits p ~ s i b l y  resulting f m  increased pmductf~dtyo 

(26) &epamtion of the share out nr i l l  be done by b a ~ g a M n g  
a t  the plant level h cooperation between labor represeua$at%es 
and managemento The sepresemLatPves both a% management mxl 
labor are at l iberty t o  take advice from experts in the $%el& 
of materials handling, c d d a Q f s n ,  e.$eo, a d  in p a r ' t i ~ d a r  d s a  
fYom the pertinent ~ e m e m t  agld labor orga.n5za.i;%ons0 A8 the 
program progresses, the Anitid general ammen% m-y hsve t o  be 
suppBemented by mre detailed w e r n e n t s  on such matd&ers as wage 
incentivesp job redass i f  icat,iong b~nwes,  e tao  plan.& 
level agreements dl1 be 0u%s5.de 04 or as a~1emsl s t . s  Ls m l l e e  
t i ~ e  h~gw p m ~ d m ~ o  

(27) Other problems concerning the policy IPS the enter-pzzi~e 
sueh as price r e d u ~ t f  onP u t i l i za t ion  of prof its for Piirkher 
~ B Y B S ~ ~ ~ B ~ S ~  e t ~ a ~  wou3.d d e f i d t e l ~  to be l e f t  t o  %he 
deeis%sn of the managemneat, i eeo ,  under &-&snm.c f!:? the 
pleae,  on principle to hmease pmduct5~5t;y aceor;"&i. 3 to %he 
c d W % s  accepted under the dedaration subad@'". el w'ith the 

ap-pBf ~ t i ~ a a  



(28) The credited firm KHll have to submit t o  the creditor 
and the Fkoduetfvity Center a comprehensive repert on the 
benefits achieved by means sf the investment axad the manner 
in which these benefits were shared out9 and also submit a 
copy of %he plant level agreement, when negotiated, as evidence 
of compBfance with the i r  previous agreement sn which basis the 
% o m  originally w a s  ammved, 

(29) The Arustrlan Go,vek~lment vdll endeavor under the existing 
l a w 8  to appropriately s w d  the participants i n  the pmductivity 
d r i v e 9  axad to pmteet them against unjssstiffed W f ~ m e ~ a t a  lfhe 
Austrian Gemmen% w i l l  mwupaige participation by firms, 
agencies and sfnsLi%utions in the p r ~ d a n c t i ~ t y  driveo 

(w) The A u s t r i a n  Govemerat w i 1 1  keep the U,S,Special Mission 
for  Ewmdc Cooperation currently i .~,"emd on utfl.iza%fon of 
auntexpart funds from hf.ooQ Aido 

(31) The Austrian Government expects that in view of the 
objective for  w h i c h  the 'Special bemuaat for Pmdrpetiviby 
~ o m t i s n g g  has been es%ablbished, funds for pm&uc%fvfty h e r e m h g  
measurea d l %  be avdlable therefrom during a period sf several 
yeara~ Any w i t h h a  0% such funds will be treated m though 
annual, m u a a t e m  releases were mnmmedo 

(32) Om termination. of' the agreed programs eonmp%ling utili- 
za%ion. of Moody funds, wh5& programs a m  covered by the agreement 
between the UoSo k v e . m e n t  and the Awtrian kvemment9 and 0x1 
liquida'eio~li of the *Specid Aeat .m% f o ~  ~ d u ~ t P ~ ~ y  PsoragtPonw 
disposit%ola of any fm,da m W w 9  bduw any paynqmks 0% 
principal and interest wfiiaih may aeerie thereafter on loam f r o m  
the revolving loan f u d ,  shall be by qgreement be-en the U o s 0  
Government and %he Austrian Goverme'6a'kd 

(33) I nould ba mch obliged to you, dear Mr0 Minister, if yo?! 
muld M o m  me as soon as possible whether these pmpsds are 
aeeeptablc to the Governen$ of the UrA%ed Stateso 

With the a s s m e  of q y  highest cs%em I beg %s % e m a h ,  



His Excellency 
Federal Chancellor Ing. Julius Raab 
Office of the Federal Chancellor 
Ballhausplatz 2 
Vienna I 

My dear Mr, Chancellor: 

I wish to acknowledge the receipt of your letter dated 
June 19, 1953, your letter dated May 28, 195j9 which letters 
in turn refer to rnx letter to Chancellor Figl dated June 23, 
1952 and the reply of Chancellor Figl to me dated October 31, 
1952, These comunications comprise an understanding between 
the United States Government and the Austrian Government 
covering a program for the increase of p~~ducti~lty within 
Austria and for the utilization of counterpart funds arising 
pursuant to the provision of Section 115(k) of the Economic 
Cooperation Act of 1948 as amended, Based upon this under- 
standing, the Mutual Security Agency is taking prompt steps 
to provide for the allotment for the use of Austria of $10 
million dollars in aid furads under that section of United 
States legislation, 

The allotment of funds and the agreement of the United 
States Government expressed herein are, sf course, sub~ect 
to the provisions sf the various documents set forth above, 
I should like to paint out our understanding and interpreta- 
tion of certain portions of your letter of June 19, 

(1) It is our understanding that Paragraph 21 specifically 
contemplates %he furnishing of information to the Special 
Mission for Economic Cooperation as to the status of any 
aspect of the program including information on the status 
sf any loans outstanding or contemplated, and that the 
Special Mission for Economic Cooperation may make such 
periodic inspections OP audits as are customary in n o r m 1  
counterpart procedures, 

( 2 )  In Paragraph 1 of this letter certain reference is made 
to American legislation, We understand that these references 



should read as follows: It.. .within the meaning of Section 516(a) 
of the Mutual Security Act of 1951 as amended and of Section 
115(k) of the Economic Cooperation Act of 1948 as amended." 
Further, we understand that wherever reference is made to the 
Mutual Security Act of 1951 or to the Economic Cooperation Act 
of 1948, this shall be read to such acts as amended. 

(3) The reference in Paragraph 5 to "the bi-lateral agreement" 
is understood to refer to the agreement for Economic Cooperation 
between the Government of Austria and the Government of the 
United States dated July 2, 1948, as amended. 

(4) Wherever reference is made within your letter to "Moody 
Aid" this is understood as referring to counterpart derived 
from aid furnished pursuant to Section 115(k) of the Zcononic 
Cooperation Act of 1948, as amended. 

(5)  In Paragraph 10 we understand that it is not intended 
that repayment of capital and payment of interest shall in 
fact be made to the special sub-account of the Special Account, 
which is to be entitled "productivity promotion", but that it 
is intended that releases from such sub-account shall be made 
to constitute a separate loan fund and to which repayment of 
capital and payment of interest ;vill be made. In view of the 
last sentence of Paragraph 10 we understand that the phrase 
appearing in parentheses in the first sentence should be 
deleted. 

(6) In Paragraph 13 we understand that funds allocated to 
agriculture and forestry will not exceed thirty percent of the 
total counterpart funds available under the Agreement after 
deduction of 10 percent for the use of the United States in 
accordance with the bi-lateral agreement and 8 percent for the 
contribution to the European Productivity Agency. 

(7 )  'u7e understand that the words "or subsidies1' appearing 
in Paragraph 16 within the parentheses were included in- 
advertently, and that it is intended that subsidies for 
agriculture and forestry will be administered by the Com- 
mission established under Paragraph 17. 



With the assurance of my highest esteem, I beg t o  
renair,, 

Sincerely yours, 

C .E ,MJ3YER 
Chief cf Mission 
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TEXT OF THE SECTION 3. .15(~)  AGRE-T 

WITH BELGIUM, 

Brusse l .~ ,  May 29, 195je  

The Honorable Huntington Gi l ch r i s t ,  
Chief of USA Mission t o  
Belgium-Luxembourg, 
27 Boulevard du Regent, 
Bruxelles, 

Aly dear M r ,  Minister,  

This l e t t e r  w i l l  confirm the s e s u l t s  of conversa%iolzs 
between representa t ives  of my Government and MSA concerning 
the  development by Belgium of a product ivi ty  program, and 
pa r t i cu la r ly  the use of funds provided under Section l 1 5 ( ~ )  
of the ECA Act of 1948, as amended, X t  seeus usefu l  t o  
confirm by t h i s  means the agreements t h a t  have been reached, 
as well  a s  the concepts under which t h i s  program w i l l  be carried 
forward by the agencnes o f  the Belgian G~vernment, a s  well 
a s  through the Belgian Product ivi ty  Center, 

1, The Belgian Government agrees  t h a t  the  e s t a b l i s b e : ~ t  
of a s o u d  a d  expanding economy eapabhe of providing a 
p r o g ~ a s s i v e  increase i n  l iving standard3 i s  essenhia l  t o  t h e  
development of mutual secur i ty  and of  the ind iv idua l  and 
co l l ec t ive  defense of the f r e e  world and they be l ieve  t h a t  a 
concrete program, ca r r i ed  out i n  Belgium pursuant t o  the 
provisions of Section 115(~) of the Economic Cooperation Act 
of 1.948, a s  amended, and of Section 516 (a) of the Mutual 
Securi ty  Act of 1951, as amended, can make a  s i g n i f i c a n t  
contr ibut ion t o  the  achievement of t h i s  ob jec t ive ,  

2, My Government i s  therefore  glad t o  confirm i t s  i n t a n t i ~ n  
t o  enlarge and in-bensf f y  the p r ~ d u e t i o n  s s s i s t ance  program already 
s e t  i n  m s f : i o ~  by the establishment cf a  product iv i ty  center  
composed of zapressn-katives o f  i-nduslry, management, labor  and 
consumers ( ~ f f l c o  Belge pour 1°Accroissemsrt de l a  Product iv i tg) .  
The purpose ~f  the Center i s  t o  disseminate to  the  Belgian 
industry and Trade the idea and. o b ~ e @ % i s e s  of the  productZvily 
program, and t o  assist a l l  firms, p l an t s  o r  persons i n t e r e s t e d  



i n  secur ing the  t echn ica l  means and persent-iel a v a i l a b l e  f o r  
i nc r ea s ing  produc t iv i ty ,  This Center i s  to rece ive  the 
support  of t he  Belgian Government, but  is  not  t o  be operated 
a s  an agency of the  Belgian Governmen%, 

3 ,  - The Mutual Secur i ty  Agency has  previously  ag:~eed t o  
r e l e a s e  59,~00,000 Belgian f r a n c s  i n  counte rpar t  funds f o r  t he  
support  of t h i s  Center, i n  add i t i on  t o  5,QOO,OQO Belgian 
f r a n c s  r e l ea sed  i n  1951, It i s  understood t h a t  the  Center 
w i l l  undertake t o  arrange adequate f inanc ing  from o the r  sources  
a s  soon a s  p r a c t i c a b l e  to make f u r t h e r  a s s i s t a n c e  from t h i s  
source unnecessary, Upon r eques t  of my Government, the  MSA 
has  a l s o  previously  agreed 30 r e i e a s e  a f u r t h e r  sum of 
59,300,000 francs of counterpart funds f o r  va r ious  p r o j e c t s  
aiming a t  an increase  of p roduc t i v i t y  i n  Belgian a g r i c u l t u r e ,  

4 4  I n  o rder  t o  expand the  program a l ready  i n s t i t u t e d  
under the  d i r e c t i o n  of the  Produc%ivi ty  Center,  tho  United 
S t a t e s  Government has agreed, sub j ec t  to the p rov is ions  of 
t h i s  agreement, t o  make a v a i l a b l e  t o  the  Belgian Government 
$1 mi l l i on  of a s s i s t ance  under Sec t ion  ;P~(K)  of the  ECA Act 
of 1948, a s  amended, the  l o c a l  currency counte rpar t  of which 
w i l l  be earmarked i n  accordance w i t h  t h i s  agreement t o  ca r ry  
out  t he  programs descr ibed i n  the  Annex to t h i s  Agreement, 

5 ,  A t  the  reques t  of the  Belgian Government and 
sub j ec t  t o  the  a v a i l a b i l i t y  of funds  and personnel,  t h  
United S t a t e s  Government w i l l  provide t o  the  Produc t iv i ty  
Center such add i t i ona l  t e chn i ca l  a s s i s t ance  i n  fur therance of 
these  programs a s  may be appropr ia te  and au thor ized  under $he 
laws of the  United S t a t e s  and approved by the  MSA, Such 
a s s i s t ance  would include p a r t i c u l a r l y  the  p rov is ion ,  where 
i nd iv idua l s  of r e q u i s i t e  s k i l l s  a r e  not  otherwise a v a i l a b l e  
t o  the P roduc t iv i t y  Center, of US expe r t s  and consu l tan t s ,  
This  personnel may be made a v a i l a b l e  f o r  necessary surveys 
and recommendations wi th in  p l an t s ,  bu t ,  $0 a g r e a t e r  ex t en t ,  
would be used t o  t r a i n  personnel o f ,  or sponsored k:?, the 
Produc t iv i ty  Center. Do l l a r s  made a v a i l a b l e  under %.':is 
agreement may, where appropr ia te ,  be used t o  defraj -,,fie 
d o l l a r  c o s t s  of such t echn i ca l  a s s i s t ance ,  

6 ,  These programs w i l l  be c a r r i e d  out ,  with a  view t o  
increase  the  a b i l i t y  and w i l l i ngnes s  of Be*:gian indus t ry  t o  
produce under f u l l y  competi t ive condi t i2ns  %o the  mutual 
b e n e f i t  of employers and employed and o+- the  consumer, 



7,, It has  f u r t h e r  been agreed t h a t  my Government 
would take  such s t e p s  a s  a r e  w i t h i n  i t s  power ( a )  t o  persuade 
and encourage members of t h e  bus iness  community which have 
e n t e r e d  i n t o  a p p r o p r i a t e  agreements wi th  Of f ice  Belge pour 
l sAccroissement  de l a  P r o d u c t i v i t g  t o  sha re  t h e  b e n e f i t s  of 
an  i n c r e a s e  of p r o d u c t i v i t y  w i t h  consumers and workers and 
( b )  t o  prevent  any a c t i o n  which may hamper, d i r e c t l y  o r  ind i -  
r e c t l y ,  the  s h a r i n g  ou t  of such b e n e f i t s ,  

8, A program w i l l  be promoted informing a l l  l e v e l s  of 
t h e  Belgian people of t h e  purpose and i n t e n t i o n  of the  pro- 
d u c t i v i t y  program of our Government, o u t l i n e d  i n  t h i s  l e t t e r ,  
and exp la in ing  t h e  techniques  and r e s u l t s  of p r o d u c t i v i t y ,  

9 ,  The Government of Belgium w i l l  be prepared t o  p lay  
i t s  p a r t  i n  a p r o d u c t i v i t y  agency t o  be e s t a b l i s h e d  by the  
Organizat ion f o r  European Economic Cooperation, 

10, F u l l  informat ion a s  t o  t h e  s t a t u s  of  the programs 
and p r o j e c t s  undertaken pursuant  t o  t h i s  a p e e m e n t  w i l l  be 
f u r n i s h e d  p e r i o d i c a l l y ,  and on s p e c i a l  occas ions ,  on r e q u e s t  
t o  t h e  S p e c i a l  MSA Mission f o r  Economic Cooperat ion t o  
Belgium-Luxembourg, 

11. On t h e  t e rmina t ion  of any programs and p r o j e c t s  
undertaken pursuant  t o  t h i s  agreement, f nc luding the  revo lv ing  
loan  fund provided f o r  i n  t h e  annex, d i s p o s i t i o n  of any 
remaining funds ,  inc lud ing  any payments of p r i n c i p a l  and 
i n t e r e s t  which may accrue t h e r e a f t e x  on loans  from the  revol-  
v i n g  loan fund,  w i l l  be made by agreement between t h e  
Government of Belgium and the  Government of t h e  United S t a t e s ,  

I would a p p r e c i a t e  t h e  i n d i c a t i o n  of agreement of t h e  
Uni ted  S t a t e s  Government t o  t h i s  l e t t e r ,  and t o  t h e  terms and 
c o n i i t i o n s  of t h e  Annex a t t a c h e d  h e r e t o ,  

Very t r u l y  yours ,  

J. Meurice 
/ t' J O  MEURICE 

Xin i s  t e r  s f  Fore ign  Commerce. 



A N N E X  

1. It i s  understood t h a t  upon agreement on the  terms of 
t h i s  l e t t e r ,  the MSA w i l l  a l l o t  $1 mi l l ion  t o  the  Government of 
Belgium, Such OolPars w i l l  be ava i lab le  f o r  expenditure subjec t  
t o  the appl icable  provis ions  of law and the procedures and p o l i c i e s  
r e l a t e d  the re to  concerning fore ign  a i d  cf the United S ta t e s ,  and 
the provis ions  of the  Agreement f o r  Economic Cooperation between 
the  Belgian Government and the Government of the United S ta t e s ,  
dated 2nd of Ju ly  1948, a s  amended. 

This amount w i l l  be ava i l ab l e  f o r  f inanc ing  such impor t s  
fxom the U,S, a s  the Belgian Government w i l l  r eques t  i n  exac t ly  
the  same manner and undss exac t ly  the  same procedure a s  e a r l i e r  
amounts of economic a i d  which were a l l oca t ed  t o  Belgium-Luxembourg, 
It i s  intended, however, t h a t  s ince  t h i s  a l l o c a t i o n  of economic 
a i d  i s  t o  car ry  out the  Product iv i ty  Program, the commodities o r  
s e rv i ces  f o r  which f inancing wi th in  the l i m i t s  of t h i s  a l l o c a t i o n  
w i l l  be requested by the Belgian Government be l imi t ed  t o  those 
which can be shown t o  have some d i r e c t  bearing on the  improvement 
of p roduct iv i ty  o r  the  promotion of the  Product iv i ty  Program, A 
por t ion  of t h i s  a l l o c a t i o n  could of course be used f o r  defraying 
the d o l l a r  expenses of approved Technical Assistance P ro j ec t s  
intended to  f u r t h e r  the  Product iv i ty  Program, 

2,  On al lotment  of d o l l a r s  under t h i s  agreement, my 
Government w i l l  e s t a b l i s h  a  separa te  Special  Production Assis tance 
Account t o  which w i l l  be deposited the l o c a l  currency equivalent  
of d o l l a r s  a l lo tments  made hereunder.  h he l o c a l  currency 
equivalent  of 10% of the d o l l a r  a l lotment  hereunder w i l l  be t rans-  
f e r r e d  a s  i n  the  case with  o ther  d o l l a r  a s s i s t ance  under t h e  ECA 
Act of 1948, a s  amended, and the Mutual Securi ty  Act of 1951, 
a s  amended, t o  the account of the  United s t a t e s ) .  To the ex ten t  
t h a t  such funds a r e  needed before  ac tua l  accrual  of the  counterpar t  
of the above-mentioned d o l l a r  a s s i s t ance ,  such t r a n s f e r s  w i l l  be 
e f f ec t ed  from the e x i s t i n g  general  90% account o r  from o ther  
resources ,  The d a t e s  and amounts of such t r a n s f e r s  of funds w i l l  
be spec i f i ed  i n  formal MSA/W l e t t e r s  a l l o t i n g  d o i l a r s  under t h i s  
agreement, Fur ther  t r a n s f e r s  of funds may be made t o  the  s p e c i a l  
Production Assis tance Account from time t o  time, 

a e  Release of counterpar t  from such Spec ia l  Production 
Assistance Account s h a l l  be made to  the  appropria te  agency o r  
agencies  carrying out  t h i s  program fn accordance wi th  e s t ab l i shed  



procedures f o r  t he  r e l e a s e  of coun te rpar t  funds  from the  90$ coun- 
t e r p a r t  account. 

4 .  My Government agrees  t o  the  es tabl ishment  of a revo lv ing  
loan fund which s h a l l  draw i ts  i n i t i a l  funds  from the  Spec i a l  
Production Assis tance  Account r e f e r r e d  t o  above. Repayment of 
loans  made from s a i d  fund and any n e t  i n t e r e s t  ea rn ings  which 
nay accrue i n  connection wi th  such loans  s h a l l  be re-deposited 
i n  s a i d  fund. Loans t o  c a r ry  ou t  the  purposes of t h i s  agreement 
s h a l l  be made t o  p r i v a t e  e n t e r p r i s e ,  p a r t i c u l a r l y  i n  t h e  f i e l d s  
of small  and medim-sized bus iness  engaged i n  t he  productioz? and 
d i s t r i b u t i o n  of consumer goods. Loans made from the  a f o r e s a i d  
r e v o l v i r i  loan  fund s h a l l  be made a t  a reasonable  i n t e r e s t  r a t e  
which s h a l l  no t  exceed 6% and on t e r n s  gene ra l l y  more f avo rab l e  
than those  ava i l ab l e  commercially, t o  encourage indus t ry  t o  
p e r t i c i g a t e  i n  and support  t he  purposes of t he  P roduc t i v i t y  
Program. 

5 .  For t he  implementation of t h i s  program t h e  fol lowing 
amounts w i l l  be ava i l ab l e :  

TOTAL ALLOCATION - - - - - - - - - - - - -. - - - - - - $1  m i l l i o n  
Which Would Generate Counterpart  
Funds t o  be Used as Follows: 

Depos i t  of Counterpart :  
~ ~ t ~ l  D e p o s i t  - - -. - - - - -, - - - - - - 5090009000 BeFe 

Less  Po r t i on  f o r  Use of 
U.S. Govt (10%)- - - - - - - - - - - - - - 5,0009000 B-F, 
Net a v a i l a b l e  t o  Belgium - - - - - - - - - 45,000,000 B.F, 

Provis ion  f o r  A l loca t i on  t o  OEEC 
P roduc t i v i t y  Agency- - - - - - - - - - - - 4,000,000 B.F. 
Net  Avai lable  f o r  Program i n  Belgium - - - 4P,000,000 B.F. 

Grants  f o r  Demonstration Program Funds 16,000,000 B.F. 
Loans t o  P s r t i c i p a . n t s  i n  Demonstration 
Programs _ ~ _ Y _ _ _ _ _ U _ _ _ _  25,000,000 BoF* 

TOTAL : 41,000,000 B.F. 

The program will be put  into e f f e c t  a s  soon as pos s ib l e  
and i s  being planned on t he  basis t h a t  the  bu lk  of the g r an t  
program w i l l  be completed w i th in  two years .  



It i s  understood t h a t  t h i s  program, o r  p a s t s  of i t ,  w i l l  
be reconsidered when modifications appear des i rab le  during 
i t s  e labora t ion ,  

It has been general ly  agreed t h a t  the demonstration program 
w i l l  concern i t s e l f  with a consumer goods indus t ry ,  so t h a t  
product ivi ty  p r inc ip l e s  can be demonstrated t o  t he  broadest  
segment poss ib le  of the Belgian population. I n i t i a l l y ,  i t  i s  
proposed t o  carry on a  program within the shoe industry ,  
However, i t  i s  possible  t h a t  a s  the program proceeds success fu l ly ,  
o ther  i n d u s t r i e s  o r  segments thereof may be se l ec t ed  f o r  demor~r. 
t r a t i o n  p r o j e c t s  so long a s  they meet c e r t a i n  c r i t e r i a  and 
vo lun ta r i l y  agree t o  adhere t o  c e r t a i n  pre- requis i tes  t o  
p a r t i c i p a t i o n  a s  ou t l ined  here in ,  and so long a s  such e x t r a  
p r o ~ e c t s  can be e f f i c i e n t l y  conducted wi th in  ex i s t i ng  manpower 
and f i n a n c i a l  a b i l i t i e s ,  

The objec t ive  w i l l  be to  show how improvement i n  production 
techniques and progressive-minded labor  and human r e l a t i o n s  
can r e s u l t  i n  lowered u n i t  manufacturing cos t s ,  p a r t  of which 
savings,  i f  any, w i l l  be s e t  a s ide  f o r  p l an t  owners t o  include,  
f o r  ins tance ,  the cos t  of p l a n t  improvements; p a r t  f o r  increase  
i n  workerse  income; and p a r t  shared with  consumers i n  the  form 
of lower p r i c e s ,  A second and i n t e g r a l  phase w i l l  be a  
demonstration of improved marketing and merchandising techniques 
t o  demonstrate how lower p r i c e s  and proper marketing methods i n  
conjunction wi th  a  s u i t a b l e  adver t i s ing  and p u b l i c i t y  program 
w i l l  increase  consumption with  r e s u l t a n t  increase  i n  demand, 

It i s  l i k e l y  t h a t  the  a c t i o n  programs w i l l  l ead  t o  reques t  
f o r  short-term loans from medium-sized and small f i rms  i n  order  
t o  f inance c e r t a i n  modernizations t h a t  may prove des i r ab l e  t o  
the  p l an t s ,  o r  t o  f inance c e r t a i n  d i s t r i b u t i o n  a c t i v i t i e s  t o  
implement t he  programs. I n  order  t o  avoid a  s i t u a t i o n  where 
such c r e d i t  funds a r e  no t  ava i l ab l e  a t  a  reasonable i n t e r e s t  
r a t e ,  an amount of 25,000,000 Belgian Francs has been earmarked 
t o  be used a s  a  revolving loan fund, This fund w i l l  be admi- 
n i s t e r ed ,  s u b ~ e c t  t o  ove ra l l  pol icy concurrence between our 
two governments and t o  review and aud i t  by the MSA Mission, by 
the Product iv i ty  Center u t i l i z i n g  the s e rv i ces  of an appropr ia te  
f i n a n c i a l  i n s t i t u t i o n ,  



Brussels, Belgiumo 

June 39 1953. 

I f i ~  -11- &. J, Meuri~e 
Mhi916er of Forsign Commree 
B9 rue de l a  Lei, 
Brussels, Belgium. 

Dear W. Minister; 

Thaa,k you for your let ter  of May 29 which concerns 
the Bdtlgian Pmduetivity -gram and particular1 
use of Amds provided by MSA under Section 115 (k 7 of 
the ECA Act of 1948 as amended, and of Section 516 (a) 
of the WtuaJ. Security Aat of 1951, as amended. 

I have reviewed your let ter  and its annex, and am 
to  confirm the agreement of q y  Government therewith. 

Yours very sincerelyo 

/s/ Huntington G i l c h r i s t  
Chief of Missionb 



THE SECTION 115(k) AGREEMENT WITH 

THE GOVERNMENT OF DENMARK 

(1ndex of contents) 

A, Letter, dated February 24, 1951, from His Excellency 
Ole Bjorn Kraft, Minister for Foreign Affairs, to 
the Honorable Charles A, Marshall, Chief, Special 
Mission to Denmark for Economic Cooperation, 

pages 29 t o  33 

B Brief re-capitulation of the Annex referred to in 
paragraph 3 of rcir, Kraft's letter, 

pages 34 to 37 

C, Letter of acknowledgement and acceptance, dated 
February 25, 1953, from M r ,  Marshall to Mr. Kraft, 

page 38 



TEXT OF THE SECTION 1 1 5 ( ~ )  AGREEMENT 

WITH 

24 February 1953 

H i s  Fkcellency,  Min i s te r  C,A,Marshall 
Chief of Mission, 
Mutual Secu r i t y  Agency, 
Copenhagen. 

Excellency : 

1. This l e t t e r  r e f e r s  t o  the  submissions of my 
Government t o  the  Mutual Secu r i t y  Agency da ted  September 
18, 1952, concerning the  program t o  be undertaken under 
t he  p rov i s ions  of Sec t ion  115 ( K )  of the  Economic Coopera- 
t i o n  Act of 1948 as amended and Sec t ion  516(a)  of  the  Mutual 
Secu r i t y  Act of 1951 as amended, and t o  d i s cus s ions  h s ld  i n  
t h i s  r e s p e c t  dur ing r e c e n t  weeks between t h e  Spec i a l  Mission 
f o r  Economic Cooperation t o  Denmark and the  Minis t r y  f o r  
Foreign Affairs. 

2. We have agreed t h a t  the  development sf mutual 
s e c u r i t y  and of i nd iv idua l  and c o l l e c t i v e  defenses  of the  
f r e e  world r e s t s  i n  l a r g e  p a r t  upon t h e  es-kablishrnent of a 
sound and expanding economy capable of providing a progres- 
s i v e  i nc r ea se  i n  l i v i n g  s tandards ,  In f u r t he r ance  of this 
broad ob j ec t i ve ,  my Government recognizes  t h e  d e s i r a b i l i t y  
of under taking t o  s t imu la t e  the  expansion of Denmarkqs 
economy by encouraging h igher  product ion and p roduc t i v i t y  
through the  medium of p r i v a t e  e n t e r p r i s e s  i n  f u l l  cooperat ion 
wi th  l abo r ,  We recognizs  f r e e  l abor  unions  a s  the  
c o l l e c t i v e  bargaining agenc ies  of l abo r  and encourage 
competi t ion among p r i v a t e  e n t e r p r i s e s  and discourage r e s t r i c -  
t i v e  and nonopo l i s t i c  bus iness  p r a c t i c e s  which r e s u l t  i n  
r e s t r i c t i n g  product ion and i nc r ea s ing  p r i c e s ,  

The Danish Government a r e  f u r t h e r i n g  the above 
ob ~ e c  t ives  through t h e i r  Government departments and 
agencies,  and a r e  developing a p roduc t i v i t y  program, 
My Government now proposes t o  undertake a f u r t h e r  s e r i e s  
of s p e c i a l  p r o j e c t s  designed t o  con t r i bu t e  t o  thL  ashievement 



of t h e  above o b j e c ~ i w e s ,  The UoS, Government h a s  agreed to 
make a v a i l a b l e  i n  d o l l a r  a i d  the  sum of three m i l l i o n  d o l l a r s  
drawn from the  fund s e l a t e d  t o  Sec t ion  115 of t h e  Ecmomic 
Cooperation Act of 1948 a s  amended, 90 pe rcen t  of t h e  counter- 
p a r t  of which i s  t o  be devoted t o  t h e  f i n a n c i n g  of t h e s e  
p r o j e c t s ,  I n  t h e  Annex t o  t h i s  l e t t e r  t h e  s p e c i f i c  p r o j e c t s  
a r e  de f ined  and t h e  composition of the  o r g a n i z a t i o n s  which 
w i l l  admin i s te r  t h i s  program i s  i n d i c a t e d ,  showing t h e  
segments of t h e  Danish economy r e p r e s e n t e d  on t h e s e  organi-  
z a t i o n s ,  

4. ( I )  My Government heve agreed t o  e s t a b l i s h  a  
Special Productivity Fund t o  which will be t r a n s f e r r e d  90 
percenJ6 of t h e  coun tespar t  of t h e  t h r e e  m i l l i o n  d o l l a r s ,  p l u s  
a c c r u a l s  of couneespar t  a f t e r  January 1, 1952, corresponding 
t o  1 0  p e r c e n t  of t h e  c o u n t e r p a r t  of the  t h e e  m i l l i o n  
d o l l a r s ,  I n  a d d i t i o n  e leven  m i l l i o n  k roner  of c o u n t e r p a r t  
accrued a f t e r  Jan ,  1, 1952, w i l l  be t r a n s f e r r e d  t o  t h i s  Fund 
and devoted t o  t h e  a g r i c u l t u r a l  p r o j e c t s  d a s c r i b e d  i n  t h e  
Annex, We unders tand t h a t  your G o v e r m e n t g s  customary o f f i c i a l  
approval ,  subJec% only t o  t h e  c o n d i t i o n s  s t a t e d  i n  t h i s  
l e t t e r ,  w i l l  be r e q u i r e d  be fore  t r a n s f e r  from g e n e r a l  
c o u n t e r p a r t  funds t o  the  S p e c i a l  P r o d u c t i v i t y  Fund of such 
1 0  pe rcen t  c o u n t e r p a r t  e q u i v a l e n t  and such 11 m i l l i o n  k roner ,  
Addi t ional  funds  may be provided from time t o  time by our 
Govesrment s, 

( 2 )  Releases  from t h i s  fund will .  be made by t h e  
M i n i s t e r  of  Finance f o r  t h e  s p e c i f i c  p r o j e c t s  and purposes 
s e t  f o r t h  i n  t h e  Annex a s  agreed upon between our Governments, 
t o g e t h e r  w i t h  any modi f i ca t ions  of such p r o j e c t s  and purposes 
a s  i n  t h e  f u t u r e  may seem d e s i r a b l e  and be agreed  upon 
be tween our  two Government s o  A Coordinating P r o d u c t i v i t y  
Board w i l l  superv i se  t h e  implementat ion of Lhe e n t i r e  
program and w i l l  submit t o  t h e  Danish Government recommenda- 
t i o n s  f o r  such changes a s  t h e  Board may, from time t o  time, 
f i n d  necessary  i n  t h e  program a s  s e t  f o r t h  i n  t h e  An~ex, 
This Board w i l l  be composed of r e p r e s e n t a t i v e s  of the  
i n t e r e s t e d  Government depar tments  and r e p r e s e n t a t i v e s  of t h e  
major o r g a n i z a t i o n s  r e s p o n s i b l e  f o r  t h e  o p e r a t i o n  of t h i s  
program. 

( 3 )  It i s  agreed between our Go-tternments t h a t  
t h e  c o u n t e r p a r t  funds  r e f e r r e d  t o  i n  the  f i r s t  sentence  of 



sub-paragraph (1) above, except  f o r  t he  revo lv ing  loan  fund 
descr ibed i n  paragraph 5 below, w i l l  be expended w i th in  a  
twenty-four month per iod beginning from the d a t e  of t h i s  l e t t e r .  
Upon terminat ion of t h i s  per iod,  any remaining f - u d  s, exc-erl-t 
f o r  the  Loan Fund, s h a l l  be disposed of a s  mutually agreed 
between our Governments f o r  t he  same or  s i m i l a r  purpcses,  

( 4 )  O f  the  t o t a l  coun te rpar t ,  t h e  kroner  equ iva len t  
of 240,000 d o l l a r s  w i l l  be rese rved  f o r  t h e  p r e sen t  t o  be 
a v a i l a b l s  a s  t he  poss ib le  con t r i bu t i on  of t h e  Danish 
Government t o  a  European P roduc t i v i t y  Agency t o  be e s t a b l i ~ h e d  
by the OEEC, The Danish contr ibut iors  v i l l  be made m a i l a b l e  
on such cond i t i cn s  a s  may be decided by t he  OEEC, If no 
such agency s h a l l  have been agreed upon by June 30, 1953, t he se  
funds  w i l l  be made ava i lab le  f o r  the  purposes of t he  Danish 
n a t i o n a l  program as agreed wi th  t he  MSA, I n  that case  a 
time l i m i t ,  which ma3 be o t h e r  than t h a t  i n d i c a t e d  i n  sub- 
paragraph (3) above, w i l l  be agreed wi th  t he  PSA. 

5, (1) Releases from the  Spec ia l  P roduc t i v i t y  Fund 
up t o  the  maximum s p e c i f i e d  i n  t he  Annex w i l l  be made from 
time t o  time t o  a Revolving Loan Fund f o r  making loafis t o  
smal l  and medium p r i v a t e  e n t e r p r i s e s  w i th in  i ndus t ry  and 
t r ade ,  Repayment of p r i n c i p a l  w i l l  be made t o  t h e  Revolving 
Loan Fund, 

( 2 )  Author izat ion o f  ind iv idua l  loans w i l l  be 
made by a  Loan Committee e s t a b l i s h e d  by my Government 
under t he  Min is t ry  of Commerce and inc lud ing  respons ib le  
o f f i c i a l s  who r ep re sen t  the  i n t e r e s t s  of t he  Danish consuming 
pub l ic  and the branch of i ndus t ry  o r  t r a d e  rece iv ing  such 
loans ,  Appl icants  f o r  loans  s h a l l  have t h e  r i g h t  t o  make 
a p p l i c a t i o n  d i r e c t l y  t o  t he  Loan Committee, wi thout  p r i o r  
concurrence of any o rgan i za t i on  o r  group, Loans s h a l l  be 
screened f o r  conformity t o  t he  c r i t e r i a  desc r ibed  i n  the  Annex, 

( 3 )  The Loan Committee w i l l  submit pe r i od i c  
r e p o r t s  of i t s  opera t ion  t o  the  Danish Government, and t h e  
Danish Government w i l l  i n  t u r n  make such informat ion 
a v a i l a b l e  t o  the  MSA. 

6. ( 1 )  Rec ip ien t s  of major t e c h n i c a l  s e r v i c e s  made 
ava i l ab l e  by t h e  Danish P roduc t i v i t y  Council under t h i s  
program w i l l  ag ree  i n  w r i t i n g  t h a t  s i p . iT i can t  b e n e f i t s  



accruing from t h e  i n t roduc t i on  of such s e r t i c e a  w i l l  be 
shared wi th  the  Danish comma:nfty i n  the  mosx e q e d i e n t  form, 
e i t h e r  h igher  wages or  lower p r i c e s  o r  both ,  

( 2 )  Rec ip ien t s  of loans  w i l l  ag ree  i n  w r i t i n g  t o  
share  s i g n i f i c a n t  b e n e f i t s  r e s u l t i n g  from such loans  wi th  
the  Danish Community i n  t he  most expedient  form, e i t h e r  
h igher  wages or lower p r i c e s  o r  both ,  Such r e c i p i e n t s  
w i l l  a l s o  agree  no t  t o  e n t e r  i n t o  any agreement i n c o n s i s t e n t  
w i  t h  t h i s  sub-paragraph, 

T o  The Danish Government proposes t o  encourage and 
f a c i l i t a t e  by a l l  app rop r i a t e  means participation by f i r m s ,  
agencies  and i n s t i t u t i o n s  in the  program, Such means should 
inc lude  reasonable  assurance t o  the  ex t en t  pe rmi t t ed  by t he  
laws of Denmark t h a t  p a r t i c i p a t i n g  firms w i l l  no t  be denied 
access  t o  raw ma te r i a l s ,  equipment, power and necessary  
f o r e i g n  exchange and import l i c e n s e s ,  I n  a d d i t i o n ,  the  
Danish Government w i l l ,  t o  the  ex t en t  of t h e  Governmentos 
au tho r i t y ,  p r o t e c t  p a r t i c i p a t i n g  f i rms  which, a s  a r e s u l t  
of inc reased  p roduc t i v i t y ,  have r a i s e d  wages or lowered p r i c e s ,  
a g a i n s t  r e t a l i a t o r y  a c t i o n  o r  o t h e r  harassmen$, 

8, Your Government, through the  MSA, agree  t o  assist 
and f a c i l i t a t e  the  development of the  p roduc t i v i t y  program 
i n  Denmark, a s  we l l  a s  the  s p c i f i c  p r o ~ e c t s  desc r ibed  i n  t h e  
Annex by providing,  upon r e q ~ e s t  of t he  Danish Government 
and sub j ec t  t o  t h e  a v a i l a b i l i t y  of funds and personnel ,  such 
t e chn i ca l  a s s i s t a n c e  a s  may be a p p ~ o p r i a t e  and au thor ized  
under t h e  laws of your Government and approved by the  MSA, 

9, Our Governments w i l l  expect  t o  d i s c u s s  the  p rogress  
of the  program from time t o  t iwe,  the  MSA main ta in ing  i t s  
i n t e r e s t  and c lo se  cooperat ion,  F u l l  informat ion as t o  
t h e  s t a t u s  of the  p roaec t s  w i l l  be exchanged on r eques t  
and when necessa ry ,  

10. (1) Upon r e c e i p t  of your Government's agreement 
t o  the  con t en t s  of t h i s  l e t t e r ,  t h e  MSA w i l l  make an  a l l o t -  
ment t o  t he  Danish Government from the  Fund r e f e r r e d  t o  i n  
Paragraph 1, of 19500,QO0 d o l l a r s ,  The Danish Government 
w i l l  thereupon, ou t  of a c c r u a l s  of coun%erps rJ~  a f t e r  
January 1, 1952, make an immediate depoa, ':., equiva len t  
t o  t he  a l lo tment  i n  d o l l a r s  t o  the  Spec i a l  Product ion 



Assistance Fund. A l l u t m m t  of  240,OOO aollnrs, r , ;~ reu rn t in ,  
the sum re fe r rdd  t o  i n  sub-pcraebr?.:,h ( 4 . )  of par;l&r?gtL 4, 
shall be maGe a t  the t i l n t :  aGrLebc ;;)on : oi. , ;~- t&u:  i -:I ; - ,~ i t  ~f -t3At, 
OEBC Agency or, ii :.o such Agenc; ,,- e ~ 5 : t ; ~ l i s i i c .  byr L n c , - .  T - .  JC.,  
1953, in accordance i v i t L  :;,,reer.. : i t s  2 s  fozb,:scen jr; 'uh? -:-r! 
sub-paragraph. Ths :;,:l~, ,-,nt -12 t- ba.l:-fice will -2 . L A , 

before July 1, 15jS. 

(2) I ' ce  ai;:! cIP j , i : i / . , O ~ l L  lollass shall be 
al lot ted by USA .;.-: - .; -; t bo ;,I,.,* .: . : L . D v ~  ..:. ioi?rz; of' ,-.C>t and E.<.A 

*. " l eg i r la t ion  for ::.. .... i i .  ... e. :;I: ~J2~:..2rk. .:.pursuant Lo the ; : r c ;~ - i c i . . . ,~ :~  
of the &p2essen.= - i t  -LC,- 2;; 2s:,;rl.-iiik >,rid. i,h.s U y i i t ; ; : i  S t a t : ,  .), s;;, i "- .. .-. .A : 

Jut?@ 29, 1948, an m a n d t a .  

BEST AVAIL ABLE COPY 



Recapitulation sf the Annex to bBp, KraftQs - 
Letter of February 24, 1953 

The Annex presents a detailed program of special projects 
to be financed Prom the 20,720,000 Danish Kroner equivalent of 
the $3,000,000 ll5(k) aid allotment, In addition, 11,000,000 
Kroner from the existing Danish counterpart will likewise be 
deposited in the Special Productivity Fund for agricultural 
productivity projects, 

The following is a list of the projects and the sums pro- 
gramed for them: 

Industry and Commerce: Danish Kroner 
(thousands) 

Training of Industrial & Labor Consultants 2,000 
Training of Retail Distribution Consultants 1,000 
Expansion of Productivity Council Informa- 
tion Program 1,000 

Expansi~n of Activities of Productivity 
Council 2,000 

Consumers' Council - research & information 565 
Revolving Loan Fund for modernising of 
retail stores 

Building Construction: 

Establishment of construction machinery 
depots 3,400 

Training of construction consultants 700 
Information program 

Europeqn Productivity Agency Established by 
Organization for European Economic Cooperation 

Denmark's contribution 19655 



Agriculture Dani sh Kroner 
(thousands) 

A 15,000,000 Kroner program has been set up, 
of which 11,000,000 kroner will be contributed 
by the Danish Government from the existing 
Danish counterpart fund, 

Information & Technical Services 7,270 
Demonstration Farms for livestock 
- feeding. 19 900 
Plant Cultivation Projects 700 
Ensilage Projects 600 
Mechanization and 'JiTork 
Simplification 3,430 

Improvement of Farm Buildings 600 
Intensification of 4-H Club Vork 500 

15,000 

Of which, derived from Section 115(k) 
Counterpart 4,000 

Total - 20,720 

Expansion of Productivity Center 

The Danish Productivity Council, set up by the Ministry 
of Commerce in December 1949, includes representatives of 
labor, employers and government, It is to be expanded to 
include representation from foremen and supervisors and 
salaried employers. 

A parallel council for commerce will have membership 
from organizations representing private business, co- 
operatives, workers and the Government, Both counsils 
mill operate through the existing Danish Productivity Center, 

An expanded program for the Productivity Council in- 
cludes such projects as funds for conducting courses and 
round-table conferences on productivity problems for in- 
dustrial managers, sales managers, s-apervisors and workers; 
mobile exhibitions and courses for small industrial enter- 
prises; projects on production planning, time and motion 
studies, internal transport, materials handling, industrial 
designing, and packaging, 



The current information sewices of the Productivity 
Council are to be expanded in the field of production of 
training films and film strips and their distribution, 
publishing of technical literature and pamphlets, 

To train and Utilize Consultants. 

The development of a corps of Danish consultants whose 
services will be available to aid industry, labor and the 
distribution and building trades is a key part of the pro- 
gram, Intensive training for carefully selected personnel 
is provided through studies in Denmark, other parts of 
Europe and the United States, 

Upon completion of their training the consultants are 
to make their services available at least during the follow- 
ing year, usually in close cooperation with the Danish 
Productivity Council, 

Construction Machinery Depots. 

In order to put into effect economies that may be 
achieved by the mechanization of building operations, it 
is planned to establish five machinery depots in various 
parts of Denmark, 

Those contractors who are unable to afford such equip- 
ment and machinery as cranes, hoists, scaffolds, concrete 
mixers, etc., will be able to rent the equipment they need. 
The total is calculated as representing machinery needs 
for the construction of 4,200 apartments yearly, about 20 
percent of total annual new construction, It is expected 
that 1.5 million kroner of additional funds to provide for 
initial costs will be supplied by the organizations which 
manage the machinery depot company. 

Revolving F w d  for Store Modernization, 

A 4 million kroner Revolving Loan Fund is to be devoted 
to the modernization of existing f w d  stores on the pattern 
of new self-service stores, Low interest loans not to ex- 
ceed about 30,000 kroner each (about $4,250) are to be made 
to small and medium sized stores seeking to convert to self- 
service, 



Consurner Information 

Inasmuch as the protection of the consumerso interests 
is one of the purposes of the program it provides for a pro- 
ject to develop and strengthen the existing Danish Consumers ' 
Organizations, which represent a number of consumer groups 
in various national economic bodies, 

The support will permit a substantial expansion both of 
reaearch work, such as testing of products, and of educational 
programs for housewives, including booklets, radio programs, 
demonstrations, courses, etc, 

Agricultural Program, 

One of the central provisions of the agricultural pro- 
gram is the setting up of funds for establishment ~f an 
Agrioultural Information and Technical Services Qffice, 
This office will maintain a close working relationship with 
the Productivity Committee under the Ministry of Agriculture 
in an effort to help promote the rest of the agricultural 
action program through films, film strips, publications, ex- 
hibits, and aids to extension workers, 

A total of 90 pilot farms to demonstrate feeding 
methods for cattle, pigs and poultry is plaaned, An ex- 
tensive program is also being developed to instruct farmers 
in efficient use of farm machinery, Need for this program 
arises partly from an increase in the number sf tractors 
from 5,000 in 1945 to nearly 40,000 today, Companion pro- 
grams in agricultural engineering in the schools and in 
work simplification are planned, 



His Excellency 
Ole Bjorn &aft 
Minister for Foreign Affalrs 
Christiansborg 
Copenhagen. 

Excellency; 

I have the honor to acknowledge receipt of your letter of 
February 24, referring to the program as agreed upon between 
our two Governments, and referred to in the submissions of 
your government to the Mutual Security Agency dated September 
18, 1952. 

May I say that y o w  letter clearly states all tbe under- 
standings, as I know them, that exist upon the subject and we 
will promptly communicate with Washington, asking for a release 
of the funds, 

So that this lettsr may constitute a complete document, I 
am attaching a copy of your letter to me of the 24th, and a 
copy of your Annex to that letter, 

Please accept, Excellency, the assurances of my highest 
consideration, 

Charles A. Marshall 
Chief of Mission 

Copenhagen 
February 25, 195j0 



THlk SECTION 115(k) AGREEMENT WITH 

THE O0vE-T OF FRANCE 

( ~ndex of ~ o n t  en t e )  

A. Letter, dated b y  28, 1953 from His Excellency Robert 
-on, Minister of Economic Affairs, to the Honorable 
Henry R. Labouisse Chief of Mutual Security Agency 
Special Mission to France for Economic Cooperation. 

pages 40 t o  45 

B. Annex to Mr, Buron's letter. 

pages 46 to 52 

C. Letter of acknowledgement and acceptance, dated May 28, 
1953, from Mr. Labouisse to &. Buron. 



WITH FRANCE 

Ministry of Economic Affairs 
41 Quai &mly  . 
Parihjr TTII 

Bear &, Ministers 

Referring t o  the conversations which have taken place 
reoently between sepsesentatives of our two Governments re- 
l a t i n g  t o  Section 115(k) of the Becnomic Cooperation Act of 
1948, as amended, and t o  Section 516(a) of the Mutual Seou- 
r i t y  Act s f  1951, as amended, I have the honor %o confirm 
the mderetaradings s e t  f o r t h  below which have been reached 
on the following points8 

1, The development of the mutual securi ty and the in- 
dividual and col lec t ive  defense of the f r e e  world depends in 
la rge  measure on the establishment of a healtby and expanding 
economy capable of assuring a progressive r i s e  i n  standards 
of l iving,  In order t o  a t t a i n  these objectives, the French 
Government considers tha t  i t  is  highly desirable t o  stimulate 
the expansion of the French economy by encouraging the in-- 
crease of production and productivity of industry and a@- 
culture i n  cooperation with the  union organizations which 
have been members of the National Productivity Committee 
and with like-minded labor groups, To make t h i s  act ion ef- 
fec t ive ,  i t  i s  recognized tha t  competition should be eneourag- 
ed, while pes t r io t ive  trade pract ices,  which r e s u l t  i n  de- 
creased production and higher prices,  should be esmbattedg 
t ha t  the benefi ts  obtained through an inorease in productivity 
should be equitably divided between conamere, workers and 
owners5 and tha t  the union organizations which have bean 
members of the National Productivity Committee and l ike-  
minded labor g ~ o u p s  should be developed and strengthened, 

2, In order $0 encourage the expansion of production 
and the increase of productivity, the French Qovemen t  

The Honorable Henry Re Labouisse 
Chief of the Mutual Security Agency 
Special Mission t o  France f o r  Ec~nomic 
Cooperation, American Ehnbassy, 

- 40 - 



created i n  1948 the l'?a%icnal Productivity Committee, the 
membership of which includes representatives of govermen4L9 
labor, management and agriculture.  T h i s  Committee, and i t s  
a f f i l i a t e ,  the French Association f o r  the Increase of Pro- 
duct iv i ty  (AFILP), have part icipated i n  the development 
of numerous projects  designed t o  expand the French economy 
and t o  increase i t s  productivity, However, the funds avail- 
able have not allowed the undertaking of a l l  the work which 
i t  i s  d e s f ~ a b l e  t o  accomplish i n  these f i e lds ,  The asais- 
tance avai lable pursuant t o  the provisions of Section 115(k) 
of the Economic Cooperation Act of 1948, a s  amended, w i l l  
permit subs tant ia l  further p r o p e s a  t o  be made, 

3. Accordinglys based on the  principles  s e t  f o r t h  i n  
paragraph 1 above, %he French Q o v e m e n t  hae developed an 
enlarged and extensive program, outlined i n  the Annex %o 
t h i a  l e t t e r ,  intended t o  f u ~ t h e r  encourage the increase of 
production and psoduc+,ivity, with a view %o stimulating f r e e  
enterprise and the expansion of the French economy with equi- 
t ab le  sharing s f  the benefi ts  of such increased production 
and productivity between consusers, workers and owners. It 
i s  the in tent ion  of the French Qoverment t o  put t h i s  program 
i n t o  e f fec t  a s  aosn a s  possible upon rece ip t  by i t  of the 
funds t o  be a l l o t t e d  in accordance with t h i s  exchange of 
l e t t e r s ,  It is planned tha t  the eo~mterpar t  of such funds 
avai lable t o  the French G ~ v e r m e n t  w i l l  be u t i l i z e d  over a 
period of two t o  three yearss except tha t  the loan  fund pro- 
vided for i n  the program m q  eon-kinue for a longer period, 
The program ia const i tuted under three broad headings8 

(a) grants  t o  encourage projec ts  of the nature s e t  
f o r t h  i n  Pa r t  A of the Annex hereto ( the  counter- 
pa r t  of about $10 mill ion)  8 

(b) contribution t o  the k r o g e a n  Productivity Agency 
( the counterpart of 82,4 mil.lion) 8 

(c )  loans and guarantees of loans t o  pr iva te  enter- 
p r i ses  and $0 cooperatives wiahiwg t o  m o d e r ~ z e  
their operations to improve t h e i r  pr0&~;1ctivity 
p.ursuant to the P P Q ~ J ~ S ~ O M S  of P a r t  C of the  
h e x  hereto ( the  counterpart of about $14.6 
million).  

40 I n  confa-mi%$ with the psovisi~ns of the Economic 
Cooperation Agreement dated June 28, 1948, as amended, con- 



eluded between the French Governmen% and the United S ta tes  
Government, and i n  accordame with the Mutual Security Act 
of 1951, a s  amended, the United S ta tes  Oovernmant w i l l  a l l o t  
t o  the French Government, f o r  the purpose of %he execution 
of the program outlined i n  the Annex hereto, a sum of $30 
mil l ion during the US fiscal.  year ending June 30,  1953, Tbis 
sum w i l l  be a l l o t t e d  i n  aceordance with the procedures pro- 
vided f o r  by the Mutual Security Act of 1951, se amended, 

5. !he  f ranc  counterpart depoeits which w i l l  accrue, in 
accordance with the provisions Q% Art ic le  IV sf' the above- 
mentioned Economic Cooperation Agreement dated June 28, 1948, 
as amended, a s  the counterpart fund of the dol la r  allstmen% 
refer red  %s i n  paragraph 4 above, shall be dealt wi$h as 
 follow^ a f t e r  being passed t h o u g h  the Sgeeial Account pro- 
vided f o r  i n  sa id  ag~eementg 

(a )  the f ranc  equivalent of 90% of eaid d o l l a r  al- 
loeat ion w i l l  be t ransferred t o  the account i n  
the French Treasury e n t i t l e d  Tkpenses Biarerses 
Effectuees au Mqen Be l a  Contrevabeur de I'Aide 
Americainew, where a sub-account w i l l  be created 
t o  be h o r n  a s  the FeFonds National de l a  Producti- 
v i teg '  8 

(b) the f ranc  equivalent of $2.4 mil l ion w i l l  be 
t ransfer red  from the Fonds National de l a  Pro- 
ductiarite t o  the account of the Buropean Produc- 
t i v i t y  Agency sf the Organization for European 
Economic Cooperation a s  a esnt r ibut i sn  t o  the 
operation of tha t  agency! 

( c )  the pa r t  of the  f ranc  counterpart of the do l l a r  
allotment refer red  t o  i n  paragraph 4 above which 
i s  t o  be placed a t  the disposal sf the United 
Sta tea  Gmerment f o r  ite f ranc  expenditures, in 
eonf ormi ty  w i  th  the Economic Cooperati on Agreement 
of 1948, as amended, w i l l  be deposited i n  accordance 
with procedures presently i n  e f fec t ,  t o  the account 
of the United S ta tes  Oovementg 

(d) i n  order tha t  the execution of the program can go 
forward without waiting f o r  the payment of the 
counterpart of the d o l l a r  allstmen% refer red  t o  



above, %ha e m  0% 2 b i l l i o n  f rancs  w i l l ,  i f  
necessary, be t ransferred a% %he time sf sa id  
do l l a r  aPPotmenf from the  eomterpar t  funds 
now on depssi% in %he Special Aeesunt provided 
f o r  in Article  IV of %ha EconomPa Cooperations 
Agreement dated June 28, 1948, as amended, t o  
the Fonds National de l a  Productivit6, !l%e 
counterpark funds thus transferred will be re- 
imburaed t o  sa id  Special Aceom$ by deduction 
from funds subsequently avai lable f o r  tsansf e~ 
t o  the Ponds National de %a Productivi tQo 

( a )  Releases o f  franc counterpart fqmds from the 
F ~ n a s  NationaP de l a  Broductivit6 shall  be 
made i n  a c ~ o r d m c e  with. established procedures 
governing yeleases of counterpar$ funds f roxn 
the Spacial Ac~20unat provided f a r  in Ar%iele IV 
sf the  Economke @sepera%isn Agreement dated 
June 28, 1948, as amended. 

6, It i s  agreed tha t  the eomterpar t  funds accsued a s  
of the date of t h i s  l a t t e r ,  or  aceruing i n  the future,  i n  the 
Special Accoun% provided for in Art ic le  Ill of the Ec~nornie 
Cooperation Agreement dated June 28, 194B9 as amended, a s  the 
r e s u l t  of ather  technical assis tance do l l a r  expenditures by 
the United Statee on behalf' of Franea, adsad m a i l a b l e  f o r  with- 
drawal, sha l l  a l so  be t ranaf t r red  t o  the Fonde National de l a  
Productivitd. The utilization of such funds, either f o r  the 
programe spec i f iad  in $he h e x  t o  this  le$%er, or f ~ r  other 
programs, wPBS be agreed from time t o  time between the French 
Government and the Special Mission t o  France, 

7. The "Ponds pow l e s  prets das%inbs b fa..iporissr 
l ' accroiss~ment  de l a  productivi%(" (heseinaf ter cal led  the 
Loan -d) provided for in Par% C of the h e x  hereto w i l l  
be i n i t i a l l y  constitu$sd by dxawing on %Be reaousees of the 
Fonds National de l a  Prsductivi%6 referred t o  in. paragraph 
5(a)  above. The L o w  d w i l l  be administered in accordance 
with the provisioxm of Part C of aaid h a x ,  Any payments on 
loans made from the  aa%tl fund m d  a q y  met i n t e r e s t  earnings 
which may accrue in comact?.on wi%B such loans w i l l  be re- 
turned t o  sa id  f ~ m d  anad made avai lable f o r  f u r t h e r  loans i n  
accordance with the provieions of  ea%d @, vaEef;s other- 
wise agreed betwecsr?, the %wo Govemmen%so 

8. The execution of the psopsm set forth 1n the 



h e x  t o  this l e t t e r  i s  placed under the o°Comissaire G6n6ra.l 
8. l a  P r o d ~ c t i v i t @ " ~  attached administratively t o  the U s i s t ~  
of Economic Affairs ,  who is charged with the dutr of seeing 
t h a t  the program is carr ied out i n  furtherance of %he objeo- 
t i v e s  and Bn l i n e  w i t h  the pr inc ip les  mentioned in paragraph 
1 above, Comissaire  66n6sal B s  advised by representat ives 
of varf ous sec%ora sf t h ~  French economy through the National 
Productivity Gommit$es an which sit representat ives of ~ Q ' I P ~ ~ Q  

ment, management, labor and agricul ture.  Their advice dll, 
during the execution of the program s e t  f o r t h  in the h e x ,  
be taken i n t o  consideratBon by the CcPaniasaBre G%n8ral and 
the representat ives 0% the French Gov~rrnen%,, 

9. The French Governen$ will psovida %he MSA Special 
Mission to France with periodic repor ts  0% the progress made 
i n  the execution of $he program undertaken in %his l e t t e r  and 
h e x  so %ha$ the ~ s s i o n  mar be kep% r~gu la r l ,y  and f u l l y  in- 
formed of developments in %he program, Decisions a s  t o  the 
braaches of industry o r  sf a p i c u l t u r e  in w U c B  loma m u d  
be made, a s  t o  the c r i t e r i a  t o  be developed f a 3  BU& loans, 
axad a s  $0 the carrying out sf %he other 8eetions of the pro=- 
gram w i l l  be $&en i n  eonsul%ation with the M S A  Special U s -  
sion t o  FPane.. In the event the program, or  m y  port  thereof, 
requires  changes, such changes w i l l  be agreed upon by the two 
G o ~ ~ e r m e n t e ~  

%Oo The French Govement w i l l  encourage a d  f a c i l i t a t e  
by a l l  appropriate means par t ic ipa t ion  by firms, agencies and 
i n s t i t u t i o n s  i n  the propaaa, and T w i l l  take appropriate action, 
d t M n  i t s  power, %Q prevent $he par t ic ipa t ing  f i rms from be- 
ing  ~ u b ~ e e % e d  t o  restra%n$s and discsirni.aat%on, such a s  denial  
of access t o  raw materials  and c red i t ,  by other  firmsp agen- 
c i e s  o r  i n ~ t i t ~ t i o r n s .  

11, On the termination sf the  proaeeta and programs out- 
l ined  i n  Pa r t  A of the h e x ,  and upon the te rn inat ion  of the 
Loan W d ,  the disposal  of aqy funds remaining, including q 
p a p e n t s  of primref pal and i n t e r e s t  thereon which new srcc,me 
thereaf ter  on l ~ m a  f r o g n  $he Loan Fund, s h a l l  be determined 
by agreement b e h e e n  the French G~vemment and the %rn%ted 
S t a t e s  00~eFjlbrne~to 

I -should be glad, &, M%nister, if '  you would eorafiare 
t h a t  the understandings a s  s e t  f o r t h  above an& in the h e x  



attached hereto also represent the understandings of the 
Government of the United States ,  In such event, this 
l e t t e r  and your reply w i l l  record the agreement reached on 
t h i s  matter between the Govement of  the Republic of 
France md the G O ' ~ P B ~ P Q E ~ ~ ~ %  ~f the United States of America, 

Please accept, Mr, U n i s t e r ,  the renewed assurance of 
highest considerati on, 



ANNEX 

The program of the French Government referred to in 
paragraph 3 of the attached letter is set forth below. The 
estimated costs of the various sectors are approximate only, 
and the French Government will, from time to time, consult 
with the MSA Special Mission to France with a view to re- 
vising these estimates and making other changes in the pro- 
gram, 

PART A 

PROJECTS AND PROGRAMS OF BROAD PUBLIC INTEREST 

(a) Projects and programs aimed at increasing output, 
lowering prices and raising wages, The following types of 
projects are included under this heading: 

- Industrial projects. 
These concern industrial firms or groups of firms 

and cooperatives which desire to perfect their methods of 
organization and management, improve their labor-management 
relations, etc. Their example may then be followed by other 
firms of their industry branch. Aid will be granted to 
assist projects where the enterpr,ises participating are con- 
sidered adaptable to improved productivity techniques, will 
undertake to expand production and improve productivity, 
and will make satisfactory arrangements to share equitably 
the benefits of such increased production and productivity 
between consumers, workers and owners. Certain of such 
projects are currently being carried out, i.e., shoes and 
men's clothing. Others will shortly be worked out (cotton, 
silk, work clothes, building construction, etc.). It is 
intended to assure from these funds the financing of action 
in progress, or their extension, and new projects if they 
conform to the above criteria, 

Credit provided . . . . . . . . . ,700 million francs 
(equals $2 million) 

- Housing construction projects, 
These projects are aimed at increasing productivity 

in the construction of housing, particularly construction 
of workers~o~using~ These actions would bring further 



assistance to building programs which are already government- 
supported, especially those which are sponsored by labor 
unions, or in the accomplishment of which the unions are 
dirmtly associated, 

Credit provided,. ..........210 million francs 
(equals $0.6 million) 

- Distribution and consumer education pro~ect~, 
These are projects concerning distribution channels 

(teat channels, pilot stores, etc, ) and consumer education. 
Thesa funds can increase the effectiveness of the action 
undertaken by organizations such as the Federal Consumers 
Union ("Union FQd6rale de la Consommation") and the National 
Association for the Protection of French Quality "Associa- 
tion National pour la Defense de la qualit6 Frangaise"), 
The function of these organizations is to carry out re- 
search on distribution, direct consumer education, test pro- 
ducts and services and publish the results, 

Credit pravided,,e,,.,e~oo,200 million francs 
(equals $0.57 million) 

(b) Agricultural projects. 

These are aimed chiefly at the development of a 
unified agricultural extension service for farmers, Per- 
sonnel specialized in the diffusion of agricultural techni- 
ques w i l l  be t ra ined  and put a t  the d i s p o s a l  of farmers, 
With this additional personnel, the extension program 
currently undertaken by the Ministry of Agriculture will 
be expanded, Other pro~ects concern the improvement of 
quality products, market organization and distribution of 
agricultural commodities and foodstuffso 

Credit provided, .,...,..... 850 million francs 
(equals $2.42 million) 

(c) Ed~cation projects. 

A progxa is planned in the field of education, 
and especially for agricultural education, The aims are 
to integrate the productivity concept into the training 
of teachers and pupils, to adapt educational methods to the 
needs of everyday Life, and to complete the training of 
future supervisory and management personnel, 

Credit pxov~ded,,. .,.,...,.a00 million francs 
(equals $0.855 million) 



(d) Programs for training of managernen% and superviscry 
personnel 

There has been created for this purpose the  French 
Institute for Practical Training of Industrial Management 
Personnel ("~nstitut Prangais pour la Formation Prata~ue des 
Chefs duEntreprisesvv), and teaching methods have been worked 
out with the cooperation of CNOF (~ational Management Corn=- 
mittee), This inter-professional action will be complemented 
by the training programs provided in the industrial pilot 
plant projects desc~rbed in paragraph (a) above, 

Credit providedo,,,,,,,,,,,258 rnnllion francs 
(equals 8,713 million) 

(e) Programs for general worker training, 

The professional and inter-professional training 
projects mentioned in the above paragraph must be complemented 
by an important general worker training program, This pro- 
gram is in addition to that carried out by the labor unions 
Pn studying productivity problems, Experts and technical con- 
sultants will be made available to the labor unions, either 
directly, or through organizations such as CIERP, 

Credit p r o v ~ d e ~ ~ , , ~ , , ~ ~ ~ , ~ ~  million francs 
(equals $loll million) 

(f) Research on productivity trends in French industr;v 
and agriculture, 

Since the creation of the National Productivity 
Committee, there has been established a Productivity Study and 
Measurement Service, This Service, whose activity has greetly 
expanded during recent years, now participaAes I n  a91 ln- 
dustrial programs, The field of its competence will so3n be 
extended to economic studies concerning the evolut5~m 02 pro- 
ductivity iri %he various branches of fadustry awQ ak;:~~~~fcture 
for the purpose of determining the conditions undex whlch 
the French economy can expand, 

Credit providedo~oo~oooo,oo~OO aLIJion francs 
(equals $0,285 million) 



( g )  Study of factors affecting the efficiency of the 
French economy. 

This research would deal particularly with means of' 
bringing about personnel participation in the benefits of in- 
creased productivity in industry and agriculture. The effects 
of restrictive business practices will also be studied. A 
comparison will be made between the respective growth of 
similar firms within a competitive economy and a monopolistic 
economy, The program will include research in the fields of 
sociology and social psychology; relationship between em- 
ployer, management and employees, This program will be carried 
out largely under contract by universities and economic or 
sociological institutes. 

Credit provided,..,.,,...,.lOO million francs 
(equals 80.285 million) 

(h) Public information programs. 

These programs will receive extensive publicity in 
proportion to their new expansion. This publicfty, built 
around the benefits the programs offer and the advantages 
workers and consumers would derive from participation in them, 
will be facilitated by a program of regional decentralization 
of the productivity drive. Productivity centers will be 
created in a certain number of provincial cities, Their 
activities will be supported by expositions, conferences, 
moving pictures, etc, It is foreseen that industries and 
unions concerned with industry programs will be allocated 
funds from the publicity budget to conduct information pro- 
grams among their members and the general public, 

Credit provided............150 million francs 
(equals $0.428 million) 

(i) Technical films, etc. 

The preparation and showing of films and the use of 
other means of technical information are indispensable to the 
dissemination of productivity information. This type of 
action has already been developed in France, both in factories 
and in rural areas, The recent establishment of an Audio- 



Visual Center will assure the expansion reyuired, Requests 
for films and documentary material may originate with em- 
ployers, unions, etc, 

Credit prsvided,......... ..EOO mill.ion francs 
(equals $0,285 million) 

(j) Technical Assistance program. 

The French Government wishes to bring about im- 
portant development of intra-European technical assistance 
and to encourage both the sending of Frenchmen to other 
countries (considered a necessary complement to the send- 
ing of Frenchmen to the United states), and the bringing to 
France of missions of foreign experts, 

Credit provided,..........~ million francs 
(equals $0,428 million) 

PART B 
- - 

EUROPEAB PRODUCTIVITY AGENCY 

Contribution to the European Productivity Agency: 

840 million francs 
(equals $2.4 million) 

PART C 

LOANS TO PRIVATE ENTEWRISES 

The French Government has studied the establishment 
of a "Fonds pour les pr8ts destines A favoriser l G a ~ i = ~ o i s -  
sement de la productivit6" (hereinafter called the L n a n  
~und) operating under the supervision of the Minister of 
Economic Affafrs, The difficulty of setting aside ~ u f -  
ficient financial resources has so far not permittac! this 
project to be implemented; however, its framework has 
been outlined, 



The funds provided under Section l15(k) will make it 
possible to allocate to this Fund 5.11 billion francs, the 
counterpart of $14,6 million, 

Added to other resources which can be allocated to the 
Loan Fund, these sums will make it possible to grant loans 
to private enterprises in furtherance of the objectives and 
in line with the principles mentioned in paragraph 1 of the 
aocompanying letter, subject to the following provisions: 

1. The loans may be granted to private enterprises, 
inoluding producers, processors, distributors and coopera- 
tives, for the purchase of equipment, supplies and services, 
for glwt expansion and reorganization, and for the in- 
creaga o f  working capital, 

2. Loans will only be made to such enterprises as are 
considered adaptable to improved productivity techniques 
and which will undertake to use such loans for the purpose 
of expanding production and improving productivity and which 
will make satisfactory arrangements to share equitably the 
benefits of such increased production and productivity ba- 
tween consumers, workers and owners. The French Govern- 
ment will use the resources of the Fund while maintaining 
conditions of free competition among the recipient enter- 
prises, 

3 e  The loan program w i l l  be primarily directed toward 
small and madilm-size enterprises, 

40 Interest rates on these loans shall be the mini- 
mum rate compatible with French credit regulations, and as 
a rule the maximum total cost to the ultimate borrower 
will not exceed 6-percent par annum, inclusive of all bank- 
ing charges, 

5. Duration sf any loan under this program shall not 
exceed seven years, 

6 ,  It may prom desirable to utilize a portion of the 
Loan Fund for the pxirpose of guaranteeing lcans through 4 

normal credit channels  ath her than in the form of direct 
loans as provided above, In such event, the procedures and 



conditions for such guaranties will be developed in consulta- 
tion between representatives of the French Government and 
the MSA Special Mission to France, 

7. The Loan Fund will be administered by the Commissaire 
Giniral B la Productiviti through such lending institutions 
as may be designated. Criteria according to which the lend- 
ing institutions will appraise applications for loans will be 
developed by the Commissaire Oiniral in consultation with the 
National Productivity Comrni ttee, and such criteria will, 
after approval by the Minister of Economic Affairs, be pro- 
vided to the lending institutions for their guidanca, Such 
criteria will of course conform to the principles and pro- 
visions set forth in this Annex and its accompanying lettar, 
Individual loan applications will be handled by the lending 
institutions, in agreement with the Commissaire Giniral. 

(initialed) RB 
.-----.I. 



My dear I&, Ministert 

I hme the honor to acknowledge receipt of your lettm 
and the h e x  thereto, dated Yay 28, 1953, setting forth 
certain understrndings which have been xeaohed $R a result 
of the conversations which have Saken place between xepre- 
nentativos of our two Governments relating t o  Section 115(k) 
af the Economic Cooperation Act of 1948, as amended, and to 
Section 516(a) of the Mutual Security Act of 1951, as 
amended, The English translation of your letter and of the 
Annex is attachgd hereto and made a part hereof, 

f have the honor to confirm t h a t  the understandings as 
s e t  f o ~ t h  in your lettes and Annex thereto also represent 
t h e  understandings of my Governme~t, and that accordingly 
thia exchange of letters secorhs  the agreement reached Qn 
this matter between the Government o f  the Republic of 
France and the Government of the United States of America, 

Please accepto Mr. Minister, the renewed assurance of 
my highest consideration. 

/s/ Henry R. Labouisse 

Henry R, Labouisse 
Chief of Mutual Secmi  ty Agency 

Sgeoial Mlssion to France 
for Economic Cooperation 

The Eonorable 
Robe~t Buron 
Minister of Economic Affairs 
41 Quai Branly 
Paris (WX) 



THE SECTION 115(k) AGREEMENT WITE TEE 

GOlEENME3T OF TEE 

F'EDERAL REPUBLIC OF GEZMANH 

(1ndex of contents) 

A. Letter, dated January 2, 1953, from the Honorable Michael 
Harris, Chief, MSA Special Mission to Germany for Economic 
Cooperation, to His Ercellency Frsnz. Bluecher, Minister 
of the European Recovery Program for the Federal Republic 
of Germany, 

B, Letter, dated March 10, 1953, from Mr. Harris to libLr. 
Bluecher , 

pages 61 to 64 

C. Letter, dated May 29, 1953, from &. Bluecher to 
&* Harriso* 

pages 65 to 68 

D. Letter, dated June 15, 1953, from &. Bluecher to 
m e  Harriso 

pages 69 to 72 

E. Letter of acknowledgement and acceptance, dated June 17, 
19539 from Mr, Harris to Mr. Bluechero 

page 73 

* &closures 1, 2, and 3, originally attached to thfs 
letter and regarding the operational aspects of the 
program, have not been included, 



2 Jan. 1953. 

Box 815 Mehlemer Ave. 

My Dear Mr. Ministers 

I refer to recent diacussions between ourselves and 
between Dr. Albrecht and Mr, Mahder with respect to the 
advantages of an expanded productivity program in the 
Federal Republic under the provisions of Section 516, (A) 
of the Mutual Security Act of 1951, as amended, and 
Section 115 (K) of the Economic Cooperation Act of 1948, 
as amended, The farmer is referred to as the Benton 
Amendment and the latter as the Moody Amendment. In this 
connection, and since it became a part of the discussiona, 
I also refer to the excellent summaw of the views sf my 
Government on the importance of the subject of productivity 
and the relationship to It of the Benton and Moody Amendments 
in promoting the realization of the productivity increases 
and its benefits as contained in the note from the Office of 
the Special Representative in Europe (SRE) to the Secretary- 
General of the OEEC, dated October 9, 1952. A copy of this 
note was given distribution by Dr. Albrecht to the members 
of the Arbei tsausschuss of the Productivity Council, 

I know we are agreed that a sound and expanding 
economy, capable of providing a progressive increase in 
living standards in Western Europe, is essential to the 
development of mutual security and of the individual and 
collective defense of the free world. I believe we agree 
that an expanded productivity program in the Federal Republic, 
under the provisions of and in the spirit of the above- 
mentioned Benton and Moody Amendments, can contribute to the 
achievement of this obaective. This concept of a sound 
and expanding economy provides for the stimulation of free 
enterprise, with equitable sharing of the benefits of increa- 
sed production and productivity among consumers, workers, and 
owners, particularly, in the fields of small and medium siae 
business engaged in manufacturing or distribution. 

Mr. Franz Bluecher, 
Minister of the European Recovery Program 
for the Federal Republic of Germany, 
Tunnstrasse 48, 
Bad Godesberg. 



The realization o f  the objectives cd %:.,is progiam nil1 
require the allocation of resources, same o qr~ieaffion and 
assietance, Bqgr Qovermen.C;, of course, is ylce33red to provide 
some financial assistance to your Govesnmenx dr,d xhrsugh it 
such intensified technical assistance, as may be necessary 
and would require dollar expenditure, to economic e~~terprises 
cooperating in a m~tualSy acceptable productivn%y irnproveaent 
program. Deposit ~f counterpart nomsl.lg will be wafved 
for technical assistance used in this manner, On ths other 
hand, as against &he undertakings of q y  Government, it wsu%d 
be necessary for your Government to be prepared to undertake 
certain measures and steps which would provide the necessary 
foundation and framework sf criteria, assistance, and orgmi- 
eation by means of which %he impiemen%ation of the program 
ob jectives would be given assurance of reasonsb. ~e success, 
It, therefore, was proposed., and It is undezstood, that 
your Government would agree: 

1, To eomit itself to develop and to support a program of 
action designed to bring abost the zealiaation of the 
purposes the objectives of a productivity program 
within the terms of the reference of the Benton-Moody 
Amendments, The program mus% represent a major effort 
with ma~or goals in view, The execution sf a program 
incorporating the five immediately following points 
would be viewed by my @overwr,ent as fitting %his  
particular criteria, 

2. To allocate and use for the implementation of the 
produc tivh ty program: 

a, all counterparti available to it from the deposits 
required against any Moody dollars for which the 
Federal Goyernmen$ would qualify, This is esti- 
mated now as DM 3T08  million, 

b, the DM 80 million earmarked for the productivity 
program out of c~unterpart fund.s gewersted b ; ~  
dollaz aid made available in 195%-1952. 

e, the counterpar% funds d~posited as ~equ"ed against 
the dollar allocations made on behalf of your 
Government k technical assis'can~3 ;!riA.i~jar,%s for the 
year ending June 30, 195j9 cusrentls estimated as 
DM 6OO,OOo. 



to place the greeter part of the counterpart funds 
made available for the program into a revolving credit 
or loan fund account to be used for short and medium 
term loans not to exceed five years and at reasonable 
rate of interest to economic enterprises, particularly, 
in the fields of small and medium sized business engaged 
in the production or distribution of goods with signifi- 
cant impact on cost of living, cooperatives, and to 
agricultural business establishments, however, the 
latter being limited to producers aad distributors of 
agricultural requisites or processors and distributors 
of food stuffs. The magnitude of funds set aside for 
agricultural loans would be determined riutually, but in 
any event should not exceed 30% of the total funds in the 
loan account. Loans and or intensive technical assis- 
tance would be made available to qualifying economic 
enterprises only on condition that management and labor 
in these enterprises undertake that those benefits 
which would result from increased productivity would 
be shared by management and labor and the consumer. 
The loan proceeds would be available for working capital 
as well as for minor capital additions, Their primary 
purpose mould be to improve the productivity of the 
enterprise as it exists without major capital improve- 
ments and not to czeate nsw capacity from investment 
ex~an~ion. Provision would be mace for xepaxment of 
principal and intezest of such loans into the revolving 
loan f m d  to be used for Lhe same purposes and under the 
same conditions 

4. to set aside the balance or the smaller part of the coun- 
terpart funds into an account separate f rom the revolving 
loan fund to be used as grants, largely to non-profit 
institu.t~ons cooperating in support of the general purpoees 
of the pro,gaii, The grants also would be used for 
oxpendifures in~oived in connection with technical 
assistace projects m d  with agricultural extension and 
informat!-on projects, The best current estimate indi- 
cates that the  initial magnitude of the grant-in-aid 
account ~hauld not be greater than DM 12.5 million, 
I t  is unde~stood that the proposed DM 12.5 million 1imi.- 
tation daes not include counterpart funds previously 



re leased f o r  these gsanf purposes, Aassaases t o  the 
grant fund could be made by appropriate t r ans fe r  from 
the c r e d i t  fund w i t h  the concurrence of the Mission. 

5. t o  f i x  r e spons ib i l i t y  f s s  the implementaxion of t h i s  
loan and paat program i n  a competent executive agency 
which would include representa t ion  from labor ,  management, 
and government and which would effective2.y promote the 
objec t ives  of the program, This executive agency 
would be empowered with fina: au thor i ty  and responsibi- 
l i t y  i n  connection with each prospective loan applicanL 
a s  t o  f i n a l  e l i g i b i l i t y  determinati on, adequacy of 
share-out commitment, the  s i n c e r i t y  0% the  borrower t o  
implement the provis~,ows of the Isan agreement, and the 
extent  of technical ass i s tance  t o  be requested of MSA 
om behalf of the loan borrower, It i s  our lmderstanding 
t h a t  the  Asbeitsausschuss of the product iv i ty  Council 
has been en t rus ted  with t h i s  type of au thor i ty ,  The 
cont inuat ion of t h i s  arrangement would s a t i s f y  t h i s  
port ion of the i n s  t i  t u t i o n a l  arrangements c s i  t e r i a .  
IQ l e t t e r  t o  Minister Eshasdt, dated December 1, 1952, 
a copy of which was furnished your Ministry,  s e t s  f o r t h  
our views on the nature  and the scope of operations 
which would be envisaged i n  connection with the 
Geschaef t ss te l le  backing up and giving implementation 
t o  the decis ions of t h i s  pol icy organ, 

6 .  t o  encourage public pa r t i c ipa t ion  i n  t h i s  expanded 
product iv i ty  program by lending such ass i s tance  t o  
p a r t i c i p a t i n g  f i rms a s  may be necessary t o  a s s m e  t h a t  
they w f l l  not be denied access t o  Reed-ed raw mater ia l s ,  
p ~ w e r ,  and equipment and t o  necessary foreign exchange 
and import l i censes  and by affording them, when neces- 
sary and f eas ib l e ,  p ro tec t ion  i n  the event of s e t a l i a -  
to ry  QF harassing ae%ions. 

Incorporation of the above l i s t e d  m a j o r  poin ts  i n t o  c r i -  
t e r i a  and procedures govern1 ng the use of c o ~ . t , e r p a ~ t  funds 
a s  loans o r  g ran t s  would be the  subjec t  d% discuaalon-bs between 
u s  and, i n  t h i s  connection, we should be pleased t o  submit 
a memorandum t o  you mmtaining our suggestionsc Meanwhile, 
our respec t ive  s t a f f s  could continue tc confar on operating 
d e t a i l s ,  



I am InsxrucTea ~y my tiovernment, surqect to your 
Government's acceptance of the above understandings, to 
make available to your Government over and above any 
other aid allotted for other purposes a grant of $10 
million, against which your Government would deposit 
equivalent counterpart funds with 1 6  set aside for MSA 
administrative purposes, 

Of this $10 million grant, $5 million would be made 
available to your Government upon receipt of your letter 
of concurrence and agreement upon criteria and procedures 
in principle. The balance of the $10 million, less 
$~OO,CIOO, would be made available prior to July 1, 1953, 
upon mutual agreement that the expanded productivity pro- 
gram i n  general is satisfactorily operative, 

The $800,000 above ref erred to would be made avail- 
able to your Government at the time that the projected 
OEEC Proauctivity Agency is established with your Govern- 
ment participating. The counterpart of this sum could be 
used as required to cover contribution by your Government 
to such institution, 

It will be understood that this additional $10 million 
grant would be available for general program procurement, 
under the established procurement authorization procedure 
governing the expenditure of other dollar assistmce made 
available by the United States under the Mutual Security 
Act of 1951, 

The release of DM 80 million would also take place in 
instalments, The first instalment of DM 20 million would 
be made available at the same time the firs) $5 million 
were made available, Thereafter releases would be in 
accordance with your request subject, of course, to mutual 
agreembnt that the expanded productivity program in 
general is satisfactorily operative, However, separate 
accounting records would be maintained in the commitment 
and the expenditures of funds from this source, It is 
understood that the DM 80 million includes the DM 1.8 
million previously released for technical assistance pro- 
jects and would be the source if approved of the DM 2.5 
million which, it is understood, will be requested of you 



by the Federal Ministry of Agriculture for use as grants for 
agricultural extension information projects, This has been 
the subject of discussions between representatives of your 
office and representatives of my office, 

Will you let me know whether the foregoing conforms 
to your understanding of the agreement reached in the 
discussion? 

Sincerely yours, 

/s/ MichaelHarris, 
Chief, MSA Special Mission to Germany 

for Economic Cooperation, 



March 10, 1953, 

My dear Mr. Minister: 

It gives me pleasure to inform you of my agreement in 
principle to the plan and framework of the productivity 
program which you and Minister Erhard have outlined and 
formulated, 

This agreement, in principle, is based upon our 
mutual understanding that dollar aid made available to the 
Government of the Federal Republic of Germany will be allot-. 
ted in accordance with the provisions of the Economic 
Cooperation Agreement between the United States of America 
and the Federal Republic of Germany dated December 15, 1949, 
as amended, and in accordance with the applicable procedures 
under the Mutual Security Act of 1951 as amended, 

It is further understood that the program agreed to in 
principle would be executed and administered to realize the 
provisions of my letter of January 6, 1953, with the following 
mutually agreed to modifications: 

I, There will be two parts of the program involving 
the use of credits: 

a, The first would be credits to small and 
medium-sized businesses with the form and 
pattern of implementation conforming to the 
outline developed by the Economics Ministry, 
The source of funds for this portion of the 
program would be the DM 80 million, less such 
portion of it as we will agree mutually as 
necessary for the grant section of the program, 
supplemented by contributions from indigenou~ 
banking resources in the general ratio of 
2 to 1. 

Mr, Frane Bluecher, 
Minister of the European Recovery Program 
for the Federal Republic of Germany, 
Turmstrasse 48, 
Bad Godesberg, 



b, The second p a r t  would involve c r e d i t s  t o  
en t e rp r i s e s  which would undertake the  inten- 
s i v e  and comprehensive product ivi ty  program, 
Ninety percent of l oca l  currency funds derived 
from the a l l o c a t i o n  of d o l l a r s  sub jec t  Lo 
Sect ion l i 5 ( ~ )  of the  Economic Cooperation Act 
a s  amended, l e s s  such port ion agreed t o  mutually 
a s  a  cont r ibu t ion  t o  the gran t  s ec t ion  of the  
program, would be exclusively u t i l i z e d  f o r  t h i s  
por t ion  of the  program, would be separa te ly  
administered and would not  neces sa r i l y  be sup- 
plemented by funds r a i s ed  from indigenous 
banking resources ,  Further ,  the  en t e rp r i s e s  
coming within the intensive and comprehensive 
sec t ion  of the  program would not  be bound by 
the l i m i t a t i o n s  governing the use of c r e d i t s  t o  
the  small and medium s ized  business  por t ion of 
the  program o r  l imi ted  t o  the  ob jec t ives  t o  be 
r e a l i z e d  under i t ,  It always has  been under- 
stood t h a t  i n  the  i n t ens ive  and comprehensive 
product iv i ty  program, management and labor  i n  
the  en t e rp r i s e  would work toge ther  i n  the  appl i -  
ca t ion  of making the product iv i ty  improvement 
measures func t ion  e f f ec t ive ly ,  i n  developing 
understanding f o r ,  and comprehending and us ing  
techniques and methods t o  i d e n t i f y  the  progress  
and savings which the product iv i ty  improvement 
measures a r e  accomplishing, i n  developing forms 
of approach regarding the equi tab le  d i s t r i b u t i o n  
of p roduct iv i ty  savings t o  owners, consumers, 
and workers, This fnvolves the  use of many 
techniques, methods, ideas ,  and f a c t o r s  which 
in t h e i r  implementation would be observed and 
guided c a r e f u l l y  by the s t a f f  of the  Producti- 
v i t y  I n s t i t u t e ,  

11, The grant fund would be cons t i t u t ed  out of the  de- 
duct ions  ind ica ted  above p lus  t he  counterpar t  depo- 
s i ts  t o  d o l l a r  expenditures f o r  Technical Assistance 
P r o j e c t s  and would be administered i n  Xine wi th  t he  
c r i t e r i a  previously t ransmit ted,  governing the  use 
of g ran t  funds, 



111, The nature of the institutional arrangements and 
implementing agency involve the greatest degree of 
departure from my letter of January 6, 1953, There 
are two important changes, First, the functions 
formerly envisaged for execution by the Arbeitsaus- 
schuss of the Productivity Council would now be 
performed by the Productivity Institute in collabo- 
ration with the Board of Directors of the Rationa- 
lisierungs-Kuratorium Der Deutschen Wirtschaft 
(RKW) and, secondly, the form of representation of 
management and labor would be that as provided in 
the Board of Directors of the RKW, The Produc- 
tivity Institute would be organized as a self 
contained autonomous entity with its own charter of 
functions, however, established within the framework 
of the institutions federated within the system of 
organizations constituting the RKW, It would be 
responsible for the execution and implementation of 
the productivity program criteria mutually agreed 
to between your government and the Mission and, for 
this purpose, it would be responsible to the Federal 
Government, It would be responsible operationally 
to the Board of Directors of the EiICBV and while 
integrated as a part of the RKW it would have its 
own operating procedures and would not be subordina- 
ted to any other administrative operations of the 
RKW, The Productivity Institute would provide 
technical service and information to credit and grant 
recipients; assist RLC in its work, select enter- 
prises for the comprehensive productivity program 
and administer the implementation of such program; 
select grant projects and implement their control 
and administration; collect, coordinate and eva- 
luate results obtained under all three sections of 
the program and disseminate them to the maximum 
number of beneficiaries: observe the implementa- 
tion of the entire program and provide appropriate 
and pertinent information for the Ministries and the 
Mission, The institute would be staffed with ade- 
quate and necessary technical experts for the per- 
formance of these functions and would work with the 
Ministries and the Mission in conformity with 
mutually developed criteria, 



You w i l l  a p p r e c i a t e ,  I am s u r e ,  t h a t  u n t i l  t h e  changes 
i n  i n s t i t u t i o n a l  r e l a t i o n s h i p  and procedures have had 
oppor tuni ty  t o  prove themselves e f f e c t i v e ,  I am o b l i g a t e d  t o  
r e q u e s t  t h a t  be fo re  f i n a l  approval  i s  given by t h e  P r o d u c t i v i t y  
I n s t i t u t e  t o  a loan  f o r  an e n t e r p r i s e  under tak ing  t h e  i n t e n s i v e  
and comprehensive p r o d u c t i v i t y  program o r  t o  a g r a n t  a c t i v i t y  
o r  p r o j e c t  t h a t  t h e  concurrence of t h e  Mission f i rs t  be ob ta i -  
ned, We hope t o  e l i m i n a t e  t h i s  requirement as soon a s  
s u f f i c i e n t  exper ience  j u s t i f i e s  t h i s  a c t i o n ,  

P r o v i s i o n s  a l s o  should be made f o r  West B e r l i n ,  Th i s  
may be accomplished by a u t h o r i z i n g  West B e r l i n  t o  p a r t i c i p a t e  
d i r e c t l y  i n  t h e  program on an e q u i t a b l e  b a s i s ,  o r ,  t h e r e  may 
besomeotherplanequallysatisfactory, I n a n y e v e n t ,  
p lease  cons ide r  t h i s  so  t h a t  we can mutual ly  agree  on a 
program f o r  West B e r l i n  as soon as poss ib le .  

I n  accordance w i t h  my l e t t e r  of January 6, 1953, s t e p s  
w i l l  be a u t h o r i z e d  t o  ( a )  provide  your government w i t h  
$5,000,000, ( b )  r e l e a s e  DM 20 m i l l i o n .  This  a c t i o n  now 
should make p o s s i b l e  t h e  c r y s t a l l i z a t i o n  of  t h e  necessary  
i n s t i t u t i o n a l  arrangements and t h e  completion of t h e  neces- 
s a r y  a d m i n i s t r a t i v e  procedures  t o  permit  e a r l y  implementa- 
t i o n  of t h e  program. 

I n  c l o s i n g ,  I should  l i k e  t o  express  my s i n c e r e  appre- 
c i a t i o n  i n  t h e  cons ide rab le  amount of work which represen ta -  
t i v e s  of your  government c o n t r i b u t e d  i n  f o r m u l a t i n g  and 
he lp ing  t o  e s t a b l i s h  t h i s  program f o r  approval ,  I n  t h e  t ime 
i t  h a s  taken t o  do t h i s ,  much necessary  educa t iona l  work has  
been accomplished and a deeper  and g r e a t e r  comprehension f o r  
t h i s  program has  been r e a l i z e d  i n  many p l a c e s ,  which now 
should  make p o s s i b l e  q u i c k e r  and more i n t e n s i v e  implemen- 
t a t i o n  than otherwise  would have been t h e  case .  

S i n c e r e l y  yours ,  

/s/ Michael Harris 
Chief ,  MSA S p e c i a l  Mission t o  Germany 

f o r  Economic Cooperat ion,  



H i s  Excellency 
Mr , Michael Harr i s  
Chief of the USA Special  Mission t o  Germany 
Mehlemer Aue, 
Bad Godesberg. 

My Dear M r ,  Harr is t  

Your l e t t e r  of March 10, 1953 which gave the  approval 
i n  pr inoip le  t o  the implementation of the Product ivi ty  
Program which had been agreed with you i n  the previous 
diaoussions has been highly welcomed and appreciated by the 
Federal  Minis ter  of Economics and by myself, Comprehensive 
negot ia t ions have immediately been i n i t i a t e d  with the  
object ive t o  s e t  up a procedure which should possibly be 
simple and unbureaueratic, which should meet the  general  
purpose of the dr ive  i n  the i n t e r e s t  of the economy and which 
should be i n  accord with the provisions of the Agreement 
on Economic Cooperation of December 15, 1949, a s  amended, 
and of the Mutual Securi ty  Act 1951, a s  amended, and with the  
object ives  of German economic policy,  The negot ia t ions 
held subsequently t o  your l e t t e r  required some time because 
of the complexity of the problems connected with the 
e n t i r e  product ivi ty  program and because of the many agencies 
pas t i c ipa t ing  i n  i t ,  Now t h a t  the negot ia t ions  have shown 
r e s u l t s ,  I beg t o  supplement the agreement on the implemen- 
t a t i o n  of the e n t i r e  program, l a i d  down i n  your l e t t e r  of 
March 10, 1953, and t o  no t i fy  you a s  follows: 

1, For the f i r s t  p a r t  of the Product ivi ty  Program 
under which c r e d i t s  f o r  small and medium en te rp r i se s  a re  t o  
be granted f o r  the purpose of increasing product ivi ty ,  an 
amount of DM 80 mi l l ion  of counterpart  funds had been ear- 
marked out of MSA Economic Aid 1951/52. A p a r t  of t h i s  
amount was t o  be reserved f o r  grants-in-aid, I suggest t o  
provide DM 70 m i l l i ~ n  f o r  c r e d i t s  and t o  devia te  the remaining 
DM 10 mi l l ion  f o r  the separate  grant-in-aid program, Accox- 
ding t o  the suggestion i n  your l e t t e r  of January 6 ,  1953( t o  
include food economy i n  the c r e d i t  program, the d i r e c t i v e s  
f o r  the implementation of the c r e d i t  program contain a 



provision t h a t  the food industry sec tor  ( industry,  
commerce and handicraf t )  i s  e n t i t l e d  to  make appl icat ions.  
I n  accordance with the Ministry of Food, Agricul ture  and 
f o r e s t r y  and by an appropriate  organization of the c r e d i t  
d r ive  f o r  medium and small en te rpr i se8  i t  has been ensured 
t h a t  the food indus t ry  sec tor  w i l l  be s u f f i c i e n t l y  consiae- 
red,  I assume your concurrence i n  the be l i e f  t h a t  the 
product ivi ty  c r e d i t  program can af ford  an important help 
t o  refugee en te rp r i se s  by increas ing  t h e i r  competitive 
power, I n  order t o  enable these en te rp r i se s  t o  pa r t i c ipa t e  
i n  the product ivi ty  program i t  i s  necessary t o  gran t  spec ia l  
c r e d i t  conditions s imi la r  t o  the refugee programs formerly 
financed out of W counterpart  funds. It has, therefore ,  
been provided t o  channel an amount of DM 7 mi l l ion  of the 
DM 70 mil l ion  through the Refugee Bank (Burdens Equalization 
Bank). I n  our jo in t  discussion of February 21, 1953, the  
Federal  Minis ter  of Economics s t a t e d  t h a t  due to  the impor- 
tance of the Product ivi ty  Program f o r  the German economy, 
a l l  e f f o r t s  should be made t o  induce the banks t o  add, out 
of t h e i r  own funds, an amount twice a s  l a rge  a s  the funds 
provided out  of the MSA counterpar t  funds, Thereupon detai-  
l e d  negot ia t ions  have been held with the assoc ia t ions  of 
the p r iva t e  bank system, s f  the savings bank system and of 
the cooperative system on an increase of the MSA counterpar ts  
by pr iva te  funds,  The r e s u l t  of these discussions was 
t h a t  the banks do not f e e l  i n  a  pos i t ion  t o  e n t e r  i n t o  any 
cont rac t  o r  ob l iga t ion  f o r  such increase out of t h e i r  own 
funds. The assoc ia t ions ,  however, point ing t o  the 
r a t i o n a l i z a t i o n  c r e d i t s  which they granted so  f a r  on a  
l a rge  sca le ,  have s t a t e d  t h e i r  readiness  t o  support the  
Product ivi ty  Program. On the b a s i s  of the present  nego- 
t i a t i o n s  i t  may be expected t h a t  the DM 70 mil l ion  of MSA 
counterpart  funds ( l e s s  the DM 7 mil l ion  programmed f o r  
refugee en te rp r i se s  which, a s  a  matter of p r inc ip l e ,  a r e  
not  envisaged t o  be increased)  w i l l  be supplemented by a 
f u r t h e r  DM 63 mil l ion  from the c r e d i t  i n s t i t u t i o n s t  own 
funds, Under t h i s  procedure the Reconstruction Loan 
Corporation would be en t rus ted  with important t a sks  and 
r e s p o n s i b i l i t i e s  i n  adminis t ra t ing the ind iv idua l  c r e d i t s ,  
This provides another guarantee t h a t  the program w i l l  be 
implemented i n  accordance with i t s  objec t ives ,  Enclosure 1 



which i s  attached f o r  your information contains the d i r ec t ives  
provided f o r  the implementation of the c r e d i t  d r ive  f o r  the 
increase of productivity of medium and small en te rp r i se s  with 
explanations f o r  expert  opinions, 

2, I n  accord with the Federal Minister of Economics, I 
wish t o  express my agreement t o  the pr inc ip les  s e t  f o r t h  i n  
your l e t t e r  of March l o 9  1953, concerning the second pa r t  of 
the Productivity Program which provides f o r  the granting of 
c r e d i t s  t o  en terpr i ses  which a r e  to  pa r t i c ipa te  i n  t h i s  inten- 
s ive  and comprehensive productivity programb I should l i k e  
t o  propose t h a t  DM 30 mil l ion of the DM counterparts t o  be 
generated under the envisaged $TO mil l ion be used f o r  c r e d i t s  
and t h a t  the remainder of approximately DM 7.8 mil l ion be 
reserved f o r  the grant-in-aid program. T h i s  proposal does 
not contemplate any increase of the c r e d i t  funds by pr iva te  
bank funds. The d i r ec t ives  separately s e t  up f o r  t h i s  
program (enclosure 2 )  provide f o r  the responsible f ede ra l  
departments t o  give t h e i r  approval i n  the individual  case@. 
I n  compliance with your des i r e  I s h a l l  request your approval 
f o r  the first pro jec ts ,  

js The e f f o r t s  aiming a t  the establishment of a 
separate agency f o r  the promotion of product ivi ty  on 
which you commented extensively i n  your u/m l e t t e r ,  maJr be 
considered as terminated* Deta i l s  on the scope and 
organization of the ' ' Ins t i tu t  eur Foerderung der  Produktivi- 
t a e t f l  (~nstitute for the Promotion of ~ r o d u c t i v i t ~ )  may be 
f o u d  i n  the statement at tached as enclosure 3 f o r  your 
informatione 

4 0  On the bas is  of the d iv is ion  of the counterpart  
funds i n t ~  c r e d i t s  and grants-in-aid a s  explained above the 
sum avai lable  f o r  the implementation of the gsm t-in-ai d 
program would aggregate about DM 17.8 mill ion. A proposal 
f o r  the u t i l i z a t i o n  of t h i s  amount i s  s e t  f o r t h  i n  enclosure 
4. This proposal a l so  covers the amount of about DM 3.4 
mil l ion,  s p e c i f i c a l l y  mentioned i n  your l e t t e r  of January 
6, 1953: f o r  the financing of the European Product ivi ty  
Agency with the OEZC, It can be expected t h a t  i n  i ts  
present form the grant-in-aid program w i l l  subs tan t i a l ly  
contr ibute  t o  an increase i n  the product ivi ty  of the German 
economy and $0 the  p~amotion of the idea  of productivity.  



5. The proposal, s e t  f o r t h  i n  your l e t t e r  of March 
10, 1953, a l so  t o  carry through a  West-Berlin product ivi ty  
program, has been warmly welcomed by the Federal  Government 
and the Berl in  Senat, A s  a  r e s u l t  of discussions held 
with the Senator f o r  Credit Af fa i r s  I wish t o  propose tha t ,  
s imi la r  t o  p a r t s  I and I1 of the West German product ivi ty  
program, a separate  Berl in  program be implemented t o  be 
financed from the counterpart  funds a l loca ted  to ,  or 
programmed f o r ,  Berl in ,  I n  order  t h a t  the i n t e r e s t s  of 
the Ber l in  economy may receive spec ia l  a t t e n t i o n ,  the 
n I n s t i t u t  Bur Foerderung der  Produkt ivi taet"  w i l l  e s t a b l i s h  
a  branch o f f i c e  i n  Berl in ,  It i s  furthermore intended 
t o  give the Ber l in  economy i t s  adequate share i n  the afore- 
mentioned grant-in-aid program. Considering the  comprehen- 
s ive  preparat ions which a r e  now concluded I think t h a t  the  
Product ivi ty  Program can now be s t a r t e d  without f u r t h e r  
delay. The numerous i n q u i r i e s  and appl ica t ions  by enter- 
p r i s e s  reques t ing  p a r t i c i p a t i o n  i n  the Product iv i ty  Program 
received by the Federal  Ministry of Economics, by t h i s  
Ministry and by the Reconstruction Loan Corporation a re  
ind ica t ive  of t he  g r e a t  i n t e r e s t  which the  German economy 
has i n  the  measures planned, I would, therefore ,  appre- 
c i a t e  i f  you would kindly r e l e a s e  the  following amounts 
out of the  funds envisaged: 

( a )  DM 20 mi l l ion  a s  a  f i r s t  instalment aga ins t  t he  
DM 80 mi l l ion  under the  MSA economic a i d  1951/52 

(b) DM 21 mi l l ion  a s  a  f i r s t  al lotment ou t  of the  
$10 mi l l ion  under the Moody amendment. Since 
so f a r  no DM counterpar ts  have been deposited i n  
r e spec t  of t h i s  sum, I request  your approval f o r  
the DM 21 mi l l ion  temporarily t o  be prefinanced 
from the above DM 80 mi l l ion ,  

( c )  DM 6 mi l l ion  a s  a  f i r s t  instalment aga ins t  the 
DM 17.8 mi l l ion  envisaged f o r  the  grant-in-aid 
program, 

Very r e spec t fu l ly  yours, 

s/ Bluecher 
c e r t i f i e d :  
(~mployee  ) 



15 June, 1953. 

Turnsti-asse 48, Bad Godesberg. 

My dear Mre Harris, 

Following the reoeipt of my letter of May 29, 1953, 
dealing with the imp'lementation of the productivity program, 
you undertook consultations with various individuals of qy 
gove~ent regarding problems with respect to this program. 
You were concerned with having received a plan of implement- 
ation for the productivity program approved by the Federal 
Government but regarding which there were some expressions 
of difference ernenating from various Gernan sources which 
might Jeopardize the successful realization of the prograa. 
You pointed out that your government did not desire to be 
involved in internal problem3 of this sort and, in view of 
the time limitations with reference to the program, you 
suggested to elear them up as soon as possible. I am now in 
a position to inform you that we have succeeded in reaching 
an understanding with the trade unions. The special projects * 
proposed by the Productivity Institute will have to be ap- 
proved by the "Kuratorium fuer das Industriekreditbank- 
Sonde~;ermocgen hvcstitio~shilre" on which the trade d o n s  
are r.?p-ese:25ed. 

I should a l so  like t o  communicate to you tha t  the  top 
associations of the bankzing community have stated their 
rci!adiness to rcmmend to their menribers to make available from 
their 01x1 rcsorces, under n o w  banking tern, funds for the 
loan pzogn-a= for the promotion of productivity h~ mdiurtisized 
-1 s d ~  enter-rises. The top organizations are convinced 
that t h e  resulting additional ftds will exceed the ambunt of 
funds made avail~blc for the pw6uctivi ty program f r o m  ERP 
special  r:k~ds. 

%' Trmslatorts note: Enterprises proposed for the intensive and 
comprehensive productivity program (pilot 
plmts) 0 

?he idichael Tiwris, 
Ckief, idis4 Sp?cid Wission to Germany for Ecolnsmic Cooperation, 
Incw, 
X ~ h l  ~XWT-JQUQ 

33ad Godesberg. - 69 - 



As to the other points occasioned by my letter of May 29, 
which have been discussed between our respective staffs, agree- 
ment has been reached which will now make it possible to begin 
with the implementation of the program, modifying St as the 
review of the evolving experience will justify on a case to 
case basis in the opinion of our respective staffs. 

In this connection, I agree in compliance with your wishes 
and in accordance with the statements made in qy letter of May 
29, 1953, to obtain your approval in connection with the special 
productivity projects and the programming of the grants-in-aid 
funds, until such time as the reservations made in your letter 
of W c h  10 have been withdram. I shall also seek your con- 
currence should any modification of the implementing criteria 
or other substantial feature of our agreement (as embodied in 
the documents listed below) prove necessary. 

My government will promote a fruitful, close working and 
understanding cooperation and mutual assistance between ap- 
propriate members of your staff with representatives of rqy 
government, the Productivity Institute and associated G e m  
organizations* Such cooperation will assure the success of 
the productivity program in the mutual interest of our govern- 
ments. To this end I shall keep you informed, continually and 
on your request, regarding the progress of the program. 

I can now confirm to you that the plan of implementation 
of the productivity program as you now have it has the approval 
of the German Federal Governnent and that the support is 
assured to us of both employers and labor whose cooperation is 
needed to make the program a success. 

The documents embodying the agreements reached between you 
and me are again listed below: 

1. The principles of this program are.set forth 5n your letter 
of January 2 as modified in your letter of March 10, 1953. 

2. The details of the implementation of the program are set 
forth in q y  letter to you of May 29, to which were 
attached five memoranda: 

a - Directives for the implementation of the loan program 
to increase productivity in medium-sized and small 
enterprises (draf't dated May 27, 1953); 



b - Explanatory notes on the preparation of opinions by 
experts (management consultant reports) within the 
framework of the productivity program f o r  medium-sized 
and sinall a n t e q r i s e s  (draft  dated May 27, 1953); 

c - Directives f o r  the implementation of the loan program 
f o r  special productivity projects (&aft dated May 27, 
1953); 

d - Ins t i tu t e  f o r  the romotim of productivity (draf t  
dated May 27, 13537; 

nt of grants-in-aid funds (1ds.h counterpart 
available f o r  the promotion of productivity 

(draf t  dated May 27, 1953). 

In the meant-, some of the points which were not clear  in 
the above documents have been c l a r i f i ed  in discussions between 
the members of our s t a f f s ,  The loans out of counterpart funds 
urdw the productivity program w i l l  be made a t  lower than pE- 
vailing commercial interest  ra tes ,  

It i s  agreed that,  in case the r a t e  adopted should prove 
too high t o  serve the purposes of the special productivity loan 
program, the in teres t  r a t e  w i l l  be re-exmed. 

-- 
.~t is expected that ,  as a rule, loans f o r  working capi tal  

will be met from comercial  banking resources. However, should 
i ' , r C ~ r  the pmgram f o r  special productivity projects applications 
foi* working capi tal  be made and such found to  be justified, part 
ai' the loan made available from the special productivity loan 
i'unG m y  be u t i l i zed  f o r  this purpose. 

Repayments of principal and payments of in teres t  w i l l  be 
use? as  revolving funds fo r  the same purposes. won the term- 
inat ion of the productivity loan program balances not paid out 
of the loan fund o r  not received as repayments of credi ts  as 
w e l l  as  balances remaining of grant funds sha l l  be disposed of 
i n  agreement between both governments. 

The l e t t e r s  and memoranda referred t o  above, together with 
this l e t t e r ,  constitute the stateaent of the program fo r  pro- 
ductivity agreed t o  between our governnents. Upon confim- 
a t ion  of your agreement t o  t h i s  program and release of the 
agreed funds, the G e m  Federal Government w i l l  be prepared 
t o  start immediately with the implenentation of the program. 



With the expression of q y  highest esteem, 

Yours sincerely, 

(signed) Bluecher, 
Minister of the European Recovery Program 
for the Federal Republic of Germany. 



Box 815 Mehlemr-Aue. 

I@ dear Mr. Minister: 

I am very pleased-to cmnfirm to you that your letter of 
June 15, 1953, and the letters and memoranda referred to 
therain are accepted by qy government aa embodying the agree- 
ment and procedures in accordance with which the productivity 
program will be administered. Action already has been 
initiated to effeut release of funds so that implementation 
of the program can be undertaken at the earliest possible date. 

I was pleased to note the continued understanding and 
cowperatdon between the representatives of your government 
and nabmbers of q y  staff throughout the long period of 
negotiations which made it possible finally to complete our 
agreement. I know you share my confident optimism that this 
same spirit of mutual cooperation and understanding will 
prevail during the implementation of the program. 

Accept, Sir, the assurances of highest consideration. 

Sincerely yours, 

Michael Harris, 
Chief, MSA Special Mission to Gemany 

for Eoonomic Cooperation. 

Mr. Franz Bluecher, 
U s t e r  of the European Remvery Program 
for the Federal Republic of Germany, 
Turrnstrasse 48, 
Bad Godesberg. 
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His Extobud91qgr 
Leland Barrasw 
Chief of Mutual Security Agenqy 
Special Mission to Greoee, 

I ham the honor to refer to the conversationsr whit& have 
mmWy taken place between mprssenta.tives of o w  t w o  
Go-~pmmrrts relating t o  the E e o n o m i ~  Cooperation Agreemen% 

Q at Athens on Ju3y 2, 1%8, as amended, and to Seetion 9 
cr ef the Mutual Secrurity Act of' 1952 mending Section U.5 i"$ 

of the Emnonrdc Cooperation Act of 1948, acs mendedb I have 
th, honor to  c o n f b  the understandings set out balm, which 

ham been reached as a result of these mmekarationso 

The Gorernment of the Kingdom of Gmeee a p e s  that the 
sstab1iahInent of a sound and expanding eeamqy apable of prod- 
ding a progressive increase in l fving s t m w ,  through the medium 
eS p h t e  enterprise in f u l l  cooperation with labor, is essential 
t o  the developnt  of mutual security and ~f th3 individual and 
&alls&ia daftnut of tke free world and thw believe that a 
eonarete psogram c a n t e d  out in Greece pursuant to the pmgisians 
ef Sectisla ll5(k) of the Econondo Cooperation Act of 19w1 as 
amended, and of the Ssdion 516(a) of' the Mutual Security Act of 
1953, as amended, can make a significant contribution to the 
achievement of th is  ob jectiva, 

The Government f'wther recogn5zes that in order for  the 
Gmek peqle -to secure the f'ull benefits of increased productivity 
that aallective bargaining by free trade unions should be enmu- 
raged, competition bi the emnonqy should be fostered, and that 
rerrtrietive trade p c t i c e s  7AfkjEh r e d t  in decreased production 
and higher p~5ces  should be codated and f h a l l y  that the benefits 
attained thro- higher produckion and increased productivity 
&auld be sharedl out b e h e n  consumers, workers and owners The 
Government is therefore glad -to take this opportunity to put 
fOrward certain proposals which I shall refer t o  in this 



correspondence and which axe outbhed mre f U l y  in an Appendix, 
which Appendix shal l  be considered as a pa& of this agreemento 
This program will  be put into effect as soon as possible and is 
being planned on the basis that most of i t  w i l l  be completed 
within two yearso 

The program w i l l  be financed on the basis of drachma f'unds 
equivalent to 81.5. million, M s  d r a h e  w i l l  be generated 
in the following manner: The equ5Y8Pent of $WpOOO represen- 
ting 90$ counterpart of a special $1 ndllion grant of Moody- 
Benton funds, said $1 million having been included in MSA's 
terminal grant to  Greece for  special resources, plus the drachma 
equivalent of $600,000 made available from 9@ counterpart 
generated by Technical Assistance dollar aid in the Fiscal Year 
1953. Such drachma funds w i l l  be deposited in an account i n  the 
Bank of Greece t o  3 e  I c n m  as the special Productivity Account. 
The dates and amounts of such transfers up t o  the t o t a l  drachma 
equivalent of $1.5 million w i l l  be made i n  accordance with the 
established procedure by which our two governments concur in the 

transfer of funds from the Greek State-MSA drachma accountd 
Local currency equivalent of 1@ of the $1 million Moody-Benton 
grant w i l l  be transferred as is  the case with other dollar 
assistance under the ECA Act of 1948 as amended and the Mutual 
Security Act of 1951 as  amended t o  the account of the United States. 

The Government of the Kiqdom of Greece w i l l  be prepared to 
play its part  in a productivity agenw to be established by the 
organization f o r  European Economic Cooperation. Eight percent 
of the Moody-Benton grant, or  the drachma equivalent of 880,000 

be se t  aside as  the Greek contribution to the OEEC Boduc- 
t i v i t y  Agency. T h i s  fund w i l l  be administered in terms of 
convertibility on the following basis: one-third shall be 
convertible and *-thirds shaU be retained in Greece fo r  the 
OEEC Agency's use. 'Phe drachma equivalent of $60,000 w i l l  be 
se t  aside to  finance a Greek exhibit a t  the forthcoming Strasbourg; 
Productivity Fair  pmrided plans for  such exhibit materialize. 
The remaining funds, i.e. the drachma equivalent of $1,360,000 
w i l l  be used to finance programs and projects as outlixed in 
the Appendixo 

The Greek Government has long recognized the desirabil i ty of 
establishing a National 'roductivity Center fo r  the dissemination 



of tef iMcal  information and as a coordinating agency in the 
general f ie ld  of national pmductivity, Furthermore, i t  is 
necessary to establish an appropriate agency to casry out the 
obJectives of the Moody-Bnton program and to perform oertain 
specific duties S_n connection d t h  that program, such as the 
management of the marolvllng loan fund and the handling of 
special grants,\ In the interest of close wordination and to  
avoid umecessazy duplicaticm ~f f ac i l i t i e s  i t  is proposed that 
the responsibility f o r  adnd~s t e r ing  the Moody-Bentsn program 
be placed in the National Productirity Center. 

!he Center will be established t o  met the conditions of 
the current Greek emnoqy and present pmduatirity deficiendeao 
In general i t  may be said that the major factors to be conside- 
red are the concentration of industry and commercte i n  ref at%veJ.y 
a d 1  areas mm9po~ad%r,g to the larger cities; the predortrPinarrce 
of a g r i d t u m  and the relatively small  and 3,solatad industkid 
establishments outside the m a i n  centers0 The econoqy is 
dharacterized by a noticeable lack of up-to-date marketing and 
distribution practicese 

The Productivity Center is  to receive the full cooperation 
and sup~~r t  of the Greek Government but is not to be operated as 
an agenq of the Governmentd It dl1 be established as an 
independent entity of public Paw under the direction of an 
independent board w h i c h  d1l be known as the ProcIuct iv i ty  Boardo 
The cornpaisition of tine FYoductivity Board and an outline of the 
functions of the h d u c t i v i t y  Center together with a brief plan 
for  operation of the Center are to be found in the Appendix, 

In order to aceompff skn th is  -pmgra.m, i t  w i l l  be necessaxy 
that a provision be made for  the establishment and admi~s t r a t i on  
of a revolving loan fund* The loan fund, which  will be 
administered in aceordance with crEteria ae, er~tablished in the 
Moody-Benton Amendment, is designed to  provide funds for  the 
carryring out of' 3 types of projects as folIows: 

le Rv~Lopment of depressed areas 

3 ,, Development of n~a*ke-ting and a s  tdbut ion f a c S i  t i e s  
f a r  air;ridta9.aa proEiuc%se 



It i s  understood that the decision as to the industries 
o r  branches of agriculture i n  which loans would inAtial2y 
be made and as to the general categories of expenditure under 
the other sections of' this program, w i l l  be taken in eonsulta- 
t ion with the MSA Mission to Greece or its successor. MSA 
Mission to Greece or i ts successor dl1 have the right t o  be 
consulted concerning the formulation of projects under this 
program and to reconmend proposals, 

Loans w i l l  be made for  term not to exceed 5 years and 
a t  a cost to  the borrower not to exceed Such loans 
will usually but not necessarily be on the basis of demons- 
tration. pmjccts, Loan applications w i l l  be passed upon by 
the working committee of the Pmductivity Board which dll, 
when dealing ~ 5 t h  loan applications, constitute i t se l f  as 
t h e  C o d t t e e  on ProductPtity Loans, A repmsentative of the 
MSA f iss ion or  i ts  successor w5.U s 5 t  w i t h  the Conanittee on 
&oductivity Loans. The Mission will have the right of veto 
on loan approvalso !L?xts vets may be exercised either by the 
Mission representative on the c d t t e e  or subsequently in 
cases where he wishes t o  temporarily defer judgment fo r  further 
study or for  advice from other Mission specialists. It w i l l .  
be the responsibility o f  this committee t o  see that the c r i t e r ia  
are followed and that the loan applications represent a sound 
basis fo r  consideratione It i s  anticipated that in the 
interest  of encouraging competition and increasing productivity9 
certain loans may be made which would ordinarily not constitute 
a sound business r i s k  as considered s t r i c t l y  from the viewpoint 
of a comercid  banke However, the ordin- concepts oP sound 
business and finance cannot be overlooked. The applicant's 
ab i l i ty  to  carry through on his undertakings must naturally 
be a very important factor in  the decision as to whether a loan 
should be granted. 

The presently contemplated procedure far admf~s te r ing  
the Isan program makes use of ordinary m m r e i a l  banking 
f ac i l i t i e s  w h i c h  shall receive and process loan appl%eationso The 
loan applications and supporting documents together with the 
bank's reconmendation wilLbe forwarded through the channels of 
the Central Loan @omnittee o r  i ts successor 'to the Mduet iv i@ 
Board where f i n d  review and decision dl1 be made by the C o d t e e e  
on Productivity Loans, The banks do not guazantee the loans and 
in cases where a loan is  rejected the applicant wfll, should he 



so des inp  have the right t c  appeal directly to  the Prodwtivity 
Loan Comnitteeo 

Loan application blanks w i l l  be available in selected load. 
banks throughout the country as saan aa mpresentativws from 
the Productivity Committee have d s i t e d  the area and havo aaquain- 
ted the barmk.Fng officials  with the d f d a  & p-mpaea of' the 
loan program0 

If a loan i s  approved the same channels w i l l  be used, 
that is the C o d t t e e  on h d u c t i v i t y  Loans dl1 notify the 
bank through the CLC, The bank w f l l  advance the l~icnrey to 
the b m w e r  and w i l l  be fnnedia~t eEy mbbursed from f'unds at 
the disposal of the C o d t t e e e  

Criteria fo r  the granting of loans as well as -her deta i ls  
a~ the addnis tmtion of the loan program are found in the 
Appendix. 

As i s  well known, the major economic development of Greece 
l i e s  in the Athens-Braeus area and t h e n  remiins a large degree 
of rehabilitation which must be carded out i n  the psovinms~ 
The provinces are both econornScally and technologically f a r  
behind* The s ta te  of thei r  economies acts  as a drain an the 
more pmductive areas; domestic markets are under-develapud and 
local. industry and investment are inhibited, thus raising Greek 
import requirementso The agpfcd- products of these areas 
are frequently high-priced due to  inefficient methods of 
distribution, high interest rates and restr icted trade practices. 
Increased productivity in Greece depends in large meas- wita 

what can be done in the provincfal areaat 

Since i t  is a major objective of %his program to  develop 
production and increase productivity in the outlying areas of 
the country and in particular i n  those areas which may, upon 
investigation and survey by the PmdutiPrity Center, be 
uonsidered as "depressedw areas, it has been decided to earmark 
80$ of the loan funds for the outlying m a  as against not =re 
than 2 6  to be ut i l i zed  in the Athena-Plmeu area. Funds fo r  
loans in the field of marketing and distribution are exempt F s o m  
t h i s  ratio h m d s h  as there is cowdderabfe need fo r  expansion 
of such facilities iri the capital area which, if properly 
developed and managed, w i l l  have considerable benefits t o  the 



rural population, 

It is expected that a program of special pants will be 
undertaken in s-rt of carefully selected projects with a view 
to advancing the objectives of increased production and greater 
productivity, Such grants can only be made to non-profit 
organizations who have need for funds to carry out specific 
projects to which they shall commit themelves in writing and 
which must meet the accepted criteria. The Appendix contains 
certain illustrative proposals. 

It is understood by the Greek Government that the program 
undertaken pursuant So the Moody-Benton Amendments will not be 
used to finance projects undertaken prior to the initiation of 
this programo That is, funds designated. for this program cannot 
be used to advance or complete on-going projects or activities* 
It is further understood that the total amunt of funds expended 
in the field of agriculture will not exceed 30$ of local currency 
funds which will be available under this program* 

Any payments of loans made from the revolving loan f'und and 
any interest earnings which may accrue in connection with such 
loans w i l l  be returned to said fund and made available for 
further loans, unless otherwise agreed between our two governments* 
On the termination of any programs and projects undertaken 
pursuant to this agreemnt, including the revolving Poan fund, 
disposition of a q y  remaining M d s  including any papent of prin- 
cipal and interest which may accrue thereafter on loan *om the 
revolving fund, shall be made by agreement between the Government 
of the Kingdfom of Greece and the Government of the United States. 

It is proposed to give thig pmgram wide publicity, 
emphasizing the contribution it can make to the achievement of 
the agreed objectives, 

I have been assured by your representatives that the IdSA 
Mission to Greece or its successor w i l l  undertake to f'urnish, in 
accordance with procedures, criteria and terrns established by 
MSA or its successor and subject to availability of funds and 
personnel, such technical assistance as may be requested by o w  
Government in furtherance of the objectives of the agreed program 
and in developing and carrying out the productivity program and 
specific technical assistance pro jects, 



h = d s i s n  ~ 2 1 1  be made to place the necessazy mds to 
carry out this program at the disposal sf the National Prod=- 
$iv5.$SrCentero There will be established in the Fkoduetivity 
Ceater the necessary fiscal and audit procedures required for 
ef foctf ve admjlnistration, c~ntroP and accountability . E3.A 
shall h v e  the fight to be f'um&shed f k d J  informa%Pon at any 
&he as t o  the status of any aapeets of *e program indudtng 
in9'urmtion as to the status of any or all loans outstanding ar 
coatemplated and to mike such a-ts as it deem necessary, 
Furthemore, the Greek kveu~rmmcnt will prov-5.de t o  the WlSA Has ion  
$0 G r e e c e  OT $ts suemssor periodic mp~grts of' the p m p s s  made 
in the exemtion of Lhds p r sgm end ~512, keep %he MSA Hission 
or its suc~ssctr fU1ly Laffomed of d l  dev-t1apuen-k~~ 

Changes in the p ~ o g m  ow-%lined heredtks. may, if n e e s s e q ,  
be subseqliie~~itly madeo S u a l  tA%Ianges cam only be made d t h  the 
c o n m n c s  of the BJlSA Mission or its successor* 

The Greek h v e m %  w5I.l e:xamdge and facilitate by a91 
appmpFaLe meam p a ~ t l ~ i p a t i s n  by f f m ,  agencies and iristitc- 
tions in $ M s  program and d % B  'take dl apprcpriate action. 
within its power to prevent partfcipa%h.g firms from being 
subjected to restraints and discrimLnation, such as d e d d  of 
access to raw =te r i a l s  and a-ed i t ,  by other agencies, firms or 
bns%i.%udkff 022 0 

~f~ ax.tenC that &zaak 9egis"datfon may be necessaxy to 
cany out  aqy or 9.3. $32 the pmvdsiam of %his agreement9 t M s  
s U  be secured pri-or to Swne 30, L95j9 t.kmuQ;h legislative 
decree 3a a ~ c 3 ~ ~ m " " , g  with Article 35 of the Greek e1omP;%tutiob'bo 

Thex-e 5s  induaea h the Appendix a. pr~posed budget, as 
worked WCL with gow representati4des0 for  the FkoductPar98y 
Center zLdd the SKoo@-=Bewkwfi P x - o g r ~ m  f o r  a two y e a  period 
begininkg July 1, S953 0 

:<"fa q y  wfbsb that an approprZate offidale of the MSA 
EIUssi~d .to Greece or 2.k~ suewsscr, as d e a i g p h d  by the CMef 
of ths bSIm5-ang w%bX, re=hta-L.n d ~ s e  BZdson with the hduct iv i ty  
BO~YCI -&=I s S d  a way as t c l i  e~~&Lw.'ie the program with related 
activ5t5as a r e  part of' "Iht regdar p x a g m  of the MSA 
M%S 2 s;<3'*7, 0 



!he Government of the Kingdom of Greece considers this 
program t o  be of real Importance and capable of xdchg  a 
significant contribution t o  the objectives of the Economic 
Cooperation Act and the Mutual Security Acts, which they 
uphold in conmnon with the United States Government, 

1 should be glad if Your Excellency would confirm that  the 
above understandings are also acceptable t o  the Gmemment of 
the United States  of America, Should you so confirm, I 
suggest that  this exchange of correspondence constitute the 
agreement on the Moody-Benton Program. 



1. The C w  of' the C a t n i l  T e & d  Assistance 
C o d $  tee 

2& A m~sesenrtative of the Confederation of Greek Labor 

Jo A representative of the Federation of Greek FriEwtry 

A representative of the Greek Technical &amber. 

5 A representative of small m a f t s  organization 

6 .  A representative of the Industrial and Comneroial 
Ckamber o f  Athens 

7, A representative of Greek banking and finance 

8. A represelltative of the Agricultural  Cooperatives 

90 A rcpresentfi'cive of the Greek Governeat 

10. h representatives ex-officio, of the NISa Mission 

no A limited n&er of additional regresenlativeer *om the 
UPLiversitiea or from the public who a m  to be selected 
on the basis of their special qdifieations and 
independent drux~~~aet er a 

Xn order to assure broad representation and the widast pos- 
sible interest and cooperation in the productivity pmgramP the 
Board is admitteay somewhat too large for effectivt directione 
A c c o r d h g l ~ - ,  the Charter of the Productivity Board will provide 
tbat a making l m d t t e e  vdth full authority to act on behalf of 
the Board s M S  be establlshcdp It will consist of meders 
(1) through (1 0) as outlined above, six of whom d l 1  constitute 



a qutxrum* The Charter of the Board shall specim that the 
Board shall meet at least once each month, The acting 
oomdttee w i l l  meet upon d l  of the Chairman of the Board, 

11. NATIONAL PRODUCTMTY CENTER 

The functions of the National Productivity Center are 
defined as follows: 

a) To inform the Greek people in management and labor as to 
the meaning of productivity and its relationship to the 
a i m s  and aspirations of the Greek people; 

b) To develop and explain adaptations of modern productivity 
techniques so as to be consistent with the reqyirementa 
of the Greek econoxqy; 

c )  To provide technical information, pamphlets, and films 
in order to accomplish the objectives of increased 
production and greater productivity; 

d) To develop techniques and information concerning markeOing 
and distribution along lines best suited to Greek 
conditions; 

e) To serve as a clearing house for technical information 
having to do with productivity and to encourage research 
studies and surveys into the needs of various segments of 
the Greek econoqy and the particular needs of M o u s  
depressed areas with a view to developing suitable 
program8 for those areas; 

f) To conduct marketing surveys and analyses of industrial 
potentials; 

g) To make special grants in accordance with the objectives 
of the Moody-Benton Program and to administer a revolving 
loan fund in a manner hereinafter described, 

The establishment of the Productivity Center and the imple- 
mentation of the Moody-Benton Program will create a difficult 
problem of organization and administrationo A competent staff 
of Greek personnel must be r e d t e d .  Their f'unctions ~rmst be 



clearly defined and they m t  be trained to perform %hem 
effectivelyo The Productivity Center and the relatedMoody- 
Benton Program eannot achieve success unless i t  has a sound 
organization basis from the begfarnjxag* and unless there i s  
carem planning and fol10i~-up on a91 phases of the program. 

The s W f  of the Productivity Center w i l l  be responsible 
to  an 35xec"tftive Director to be selected and appointed by the 
Productivity Board on the basis of his special qualificatiom 
and c;ampe$enceo Supporthg staff  should be small a t  the 
beginning but should be adequate to cover the majar areas of 
work including the n e e e s s q  contacts in the i n i t i a l  stages 
with the Comercia1 banks who dil process the loan applications, 
A staff  of stenographic and clerical  personnel w i l l  be 
required as w i l l  competent translators capable of handling 
technical material. It may be necessary to  establish one 
o r  two regional offices a t  some l a t e r  date, 

m e  Productivity Board w i l l  be instructed to  work i n  
close consultation with the MSA. representative i n  the development 
of an adequate staffing pattern and i n  setting up an effective 
organization. Staff members w i l l  be employees of the 
Productivity Center and not ezployees of the Greek Government. 
However, an exception to the l a t t e r  limitation may be made to 
the extent that not more than 3 professors or  staff members of 
the U ~ v e r s i t i e s  and the highest Technical Schools who hold no 
other Government posts may be employed by the &oductiv5ky Center, 
Drachma equivalent not to exceed $38,080 shall be made available 
fo r  the operation of the boductivity Csnter for  a period of b v ~  
years plus an additional sum not t o  exceed $50,000 for  surveys, 
translation, distrLbution of f ilms9 etco 

REVOLVING LOAN PR- 

A l l  loans or grants disbursed should be directly related to 
the parposes as specified in the Moody-Benton amendments. 

I nav idud  firms and crrg&zatfonsb in order to be eligi'ble 
fo r  l o w  or ktensive tea2eeral assistance,, m u s t  agree in 
writing as follows: 



lo To w e  the proceeds of such loan or such technical 
assistance as they may receive or both, for a program of 
increased pmdu~tiv5ty to be developed and implemented in 
cooperation with the workers of the enterprise and their 
represer~tatives of free tmds uPlism 

2. To share out tb.e benefits of increased pmductivity either 
with workers i n  the form of higher wages or with consumers 
through lower primao or botho Sharing out with workers 
should be accomplished %-@ the collective bargaining 
process wi9,h the reagnized representatives of their  XUiioXLSe 

3* To the extent possible, reflect the increased produetiv5ty 
in hemaged goods produced and marketede 

4. Hot to enter into any agreements with competitors or others 
inmns5.slternt with exrq-ing out these provisionse 

Where no free trade d o n  of acceptable and responsible leades- 
ship exists in an individual plant o r  organization, the Conmittee 
on Productivity Lsms and the MSA Mission must be sat isf ied that 
there is a peal opportunity ts develop such free Peadezship, 

The lorn pmgrm is heended to benefit the s&P and medium 
size business un5+,, It may accordingly be advisable to establish 
some precise limits as to the s i z e  of' business organizations 
which  may 'be elggible f o r  loans as well as to put a l i m i t  on the 
amount of funds any one f i m  or individual can borrowb 

It is  believed that 10- t o  improve marketing and distribu- 
tion of agricultural products can have a most beneficial effect 
upon the econoqy, Farmers who bring their  produce to Athens 
and other centers are frequently at the mercy of merchants and 
wholesalers who res t r ic t  prices and keep a large percentage of the 
produce off the marketo Where such manopolistic wn%mEs are 
found to exist %'c. i s  suggested that loan funds be uti l ized for  
the establfsheaS of s d l  farmers markets at which produce comirag 
to the urban areas may be sold and distributed at ~ompetitive 
prices* 



Some basic goods industries prodPlcing for  consumers offer 
an excellent potential for  loans which are consistent with the 
basic obgectives of the Moody-Benton P r o m *  Earlier draf'ts 
of this proposal have included as i l lus t ra t ive  mterial. a n-er 
of possible projects, such as the manufacture o f  small tools and 
hard-, the manufacture of work clothing and others* !These 
we believe t o  be examples of the type of loans which should 'be 
encouraged. 

bans made in locali t iea designated as depressed areas shall 
be considered fi terms of s v e ~ a l l  economic and aployment 
factors predlominent in such areas* Loan program in these 
areas have the objective not only of increasing the pmductivtty 
i n  a particular plant but must also be evaluated from the st&- 
point of the importance of the particular plant or  industry i n  
relation to  theemnorqy of the m h t y  as a whole, 

The tobacco growing regions of Eastern EIZaeedonia and Thrace 
are believed to be areas which shall be singled out for special 
survey and study with a view to developing an integrated loan 
program which arill stimulate pmductior~, create employment and, 
i f  possible, diversiw the eqonornic base* 

Ap~mrtioment of Interest Chargeso 

A tentative apportionment of the interest dbrges t o  be 
earned on loans has been made as follows s the local bank w i l l  
receive &% for the services it  renders, including the pmcessing, 
documentation andoxdgind. loan investigation* The bank w i l l .  
also make collection on the loans* The CLC w%U. be reimbursed 
for  i t s  services at the ra te  of 1%. The remaining 2$ w i l l  go 
into the Special Productivity Account where i t  wfll augment the 
revolving loan fund as in the case of loan collections. Although 
f'unds are to be papodded for  the i n i t f a l  two years aperating 
expenses of the Pmdwtivity CenterB it my subsequently be 
decided to finance these expenses a t  least  in  part f r o m  a portion 
of the h t e r e s t  charges received fkom loans. 

The apportionment of interest charges as set forth above is  
tentative and dl1 be subject t o  flrrther study. Find. decision 
w i l l  be made ia consultation with the MSA Mission or  i ts 
SUCceSSOPe 



A mnWr of specsieil gmn%s have been proposed, Their 
inclusion he- does not constitute final approval, They w i l l  
be referred to the PrOductiTTi~ Board for r e v i e w  and consideration, 
These include: 

1. A grant of $10,000 to be used by forty labor centers in 
Greece to  assist them in t raining workers in the 
techniques and methods of collective bargaining, 

2. A grant of $5,000 t o  assist in the organization of a 
workers-co118umer cooperative to  serve as an example 
sf worker cooperation designed to  increase competition 
in the retail. sale of consumer goods* 

3. A grant of $75@0 t o  be utilized in conjunction with 
the N a t i o n a l  Productivity Center for training and 
dissemination of information in the f ields of marketing 
and distribution. Such a program would be coordinated 
with the market surveys conducted by the Produativity 
Center and would include work shops and elchibitions 
desimed t o  teach s i q l e  but effective techniques for  
bproving the marketing and distribution of produdso 



PBCXPOSED BUDGET FOR FRODUCTM'PY CENTER 

m M O o m - r n r n  EROGRAM 

POR TWOYEAR PERIOD 

ITEM - rnm EQUIVrnMT aP 

Eurapean Productivity Ageney $~OPW 

Straabousg Produetivie Fair 60,000 

Operation of Productivity Center 3 8 p m  

Surrseya, Translations, Etc .  9,oc)fJ 

Loan Fund 1,182,000 

Grant 90,m 

It is anticipated that not more than 4-0$ of the above funds 

w i l l  be spent dur3ng the f i rs t  year. 



I have the honor to admowPedga recefpt of your le t ter  
of June 18 in wM& you outline a spedal prom derrigned to 
Increase productivity and to share out such increases as may be 
at tdned to  workers, omem and the genkral publie. 

These obJe~tives I am ham to endorse and I eoncur in 
the proposafs contained in yo= Pette~, 

In response t o  your request that I designate a nreiber of 
the st&$ of the MSA ~ s s f o n  to Greece t o  maintain c l ~ s e  
liaison with the PF8duetivPty Board and to represent the Mission 
5n matters related to this  pmg- I am pleased to  designate 
Mr. James Po Moody, Technical Assistance and h d u c t i v i t y  
Wfi  WP of thfs Missfmo 

I assure you of q y  h i l a  cooperation and take this omport&-@ 
of fishing this program much successo 

Aaept, Excellency, the renewed assurances of my highest 
consfbrat ion, 

His ExmU-mw 
m s  Bdaskez5.d~ 
?&h%ster sf Wrdhaticxn 
Atbmo G m e m a  
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TEXT OF THE SECTION 115(k) AGREEMENT 

WITH ITALY 

The Honorable Giuseppe Pella 
Minister of the Treasury 
Rome 

My dear BIIr, Minister: 

1, This letter refers to discussions held during recent 
weeks between the Special Mission for Economic Cooperation 
to Italy and members ~f the Italian Government on the sub- 
ject of organizing a program for higher productivity and 
production in Italy, and particularly to the use of funds 
related to Section ll5(k) of the Economic Cooperation Ad- 
ministration Act as cf 1948 as amended, and Section 516(a) 
of the Mub~&l Security Act of i -95L as amended, It seems 
useful to confirm by this means these agzeements that have 
been reached as well as the concepts under which this pro- 
gram will be carried foArward by the wencies of the Italian 
Government including the National Productivity Committee, 

2, 8ur Governments have agreed that the development of 
mutual security and of the defense of the free world rests 
in large part upon the establishment sf a sound and expand- 
ing econonly capable of providing a progressive increase in 
living standards, 1% Is ouz ~oint opinion that this broad 
objective w i l l  be furthered by (a) stimulation of free 
enterprise and the expans$-n of Italy's economy through 
equitable sharing of the benef~ts of increased production 
and productivity be tween co~ts~mers, workers and owners, 
particula~ly in the fields gf small and msdfum sized 
businesses engaged. ;n f abzication and distribution, (b) by 
encouraging csmpeQitioa among f ~ e e  p-ivate enterprise and 
by discouraging res-~~icti~re %ad monopolistic practices 
which result in zsstslcting prcduction and increasing 
prices, and ( c )  by eercoursging the development and strengthen- 
ing ~f free labsr m~vements as ccGlective bargaining 
agenef es of Labcr %a I baly, 

3 Accordingly, L t  has been agreed to enhrge and in- 
tensify the Production Assistanse Pmg~arn already set in 
motion by the es%ablisben% sf the National Productivity 



Committee. I n  o rder  t o  suppor t  t h i s  expanded program, t h e  
United S t a t e s  of America has agreed t o  make a v a i l a b l e  t o  
t h e  I t a l i a n  Government, s u b j e c t  t o  t h e  p r o v i s i o n s  of t h i s  
agreement, $12 m i l l i o n  of a s s i s t a n c e  under Sec t ion  1 1 ~ ( k )  
of t h e  Economic Cooperation Adminis t ra t ion  Act of 1948, as 
amended, 90 per  c e n t  of  t h e  l o c a l  currency c o u n t e r p a r t  of 
which w i l l  be earmarked i n  accordance w i t h  t h i s  agreement 
t o  c a r r y  out  t h e  s p e c i f i c  p r o j e c t s  and purposes s e t  f o r t h  
in t h i s  agreement. 

4. On a l lo tment  of d o l l a r s  under t h i s  agreement, your 
Government a g r e e s  t o  the  es tabl ishment  of  a s e p a r a t e  Spe- 
c i a l  Product ion Ass i s t ance  Account t o  which w i l l  be t r a n s f e r -  
r e d  90 per c e n t  of t h e  l o c a l  currency equ iva len t  of d o l l a r  
a l l o t m e n t s  made hereunder.  h he l o c a l  currency e q u i v a l e n t  
of 10 p e r  cen t  of tl;e d o l l a r  a.llotment hereunder w i l l  be 
t r a n s f e r r e d  as i n  t h e  case  w i t h  o t h e r  d o l l a r  a s s i s t a n c e  
under t h e  Economic Cooperation Adminis t ra t ion  Act of 1948 
a s  amended and t h e  Mutual S e c u r i t y  Act o f  1951 a s  amended, t o  
t h e  account of %he United S t a t e s , )  To t h e  e x t e n t  t h a t  such 
funds  a r e  needed be fore  a c t u a l  a c c r u a l  of  the  c o u n t e r p a r t  
of t h e  above mentioned a s s i s t a n c e ,  such t r a n s f e r s  w i l l  be 
e f f e c t e d   fro^ t h e  e x i s t i n g  g e n e r a l  90 per  c e n t  account o r  
from o t h e r  r e s o u r c e s ,  There s h a l l  a l s o  be t r a n s f e r r e d  t o  
such S p e c i a l  P r ~ d u c t i o n  Ass i s t ance  Account 90 p e r  c e n t  of 
t h e  a c c r u a l s  of c o u n t e r p a r t  a f t e r  June 30, 1952 on account 
of tec'kulical a s s i s t a n c e  expend i tu res  made by the  United 
S t a t e s  f o r  I t a l y .  Other funds  may be t r a n s f e r r e d  t o  such 
Accounts a s  may be agresd  from t ime t o  'time. The d a t e s  
and amounts of t r a n s f e r s  of l o c a l  currency e q u i v a l e n t s  
w i l l  be s p e c i f i e d  i n  formal MSA l e t t e r s  a l l o t t i n g  d o l l a r s  
unuer t h i s  agreement. Releases  from such S p e c i a l  Pro- 
duc t ion  Ass i s t ance  Account s h a l l  he made t o  t h e  a p p r o p r i a t e  
agency or. agenc ies  c a r r y i n g  ou t  t h i s  program i n  agreement 
between the  S p e c i a l  Mission f o r  Economic Cooperat ion and 
t h e  I t a l i a n  Government, 

5. The d o l l a r  currdncy depos i t ed  i n  t h e  S p e c i a l  Product ion 
Assis txnce  Accourlt s h z l l  be used f o r  t h e  purposes o u t l i n e d  
i n  paragraph 6 and i n  Annexes A ,  B, a,nd C of t h i s  l e t t e r .  
I t  i s  unders toah t h a t  6he S p e c i a l  Product ion Ass i s t ance  
Account w i l l  p rovide  s u f f i c i e n t  funds  t o  f i n a n c e  t h e s e  
purposes through June 1954, b u t  t h a t  t h e  f u r t h e r  expend i tu res  



of the Xational Productivity Cornittee together with such 
of these activities as the Government of Italy might desire 
to ccntinue will be covered from its own funds, 

6 The Government of Italy will agree to present with their 
support to the Parliament for adoption a draft productivity 
legislation authorizing the activities outlined in the agree- 
ment, This legislation will establish the National Produc- 
tivity Center on a firm basis with authority and funds to 
carry on an active program of productivity assistance and 
dissemination of technical information; to administer a 
fund for the support of research and education related to 
the increase in pr~ductiom and prodwctivity program, This 
or similar legislation will also provide for Italian partici- 
pation in the European Productivity Agency, Appropriate 
measures will also be presented to establish a special re- 
volving fund to assist worker members of free trade union- 
organized housing c~operatives to qualify for loans from 
the Home Development Fund (~onde Increment0 Ediliziom, Law 
715, August 10, 1950). 

7 It is expected that the National Productivity Committee 
will require recipients sf major technical services made 
available by the National Productivity Committee under the 
Productivity Area Demonstration Program to enter into writ- 
ten agreements sf the same type provided for in the loan 
contract set forth in paragraph 1 of Annex B, 

8. It has been indicated in our conversations that your 
Goverment is conscious that certain practices by various 
formal and informal business and labor groups might well 
prevent the passing on cf productivity benefits in the form 
of higher wages and more particularly in the form of lower 
prices, It is understood that your government is prepared, 
should such an eventuality occur with regard to any firm 
which has entered in appropriate agreement with the Pro- 
ductivity Center, to take such steps as are within its 
power to ensure that the purposes of this activity shall not 
be in this manner frustrated, and that the provisions of 
the contracts can be rroperly carried outo Furthermore, the 
government will take such measures as are within its power 
to prevent any irAjury due to discrimination to firms partici- 
pating in this program and carrying out its provisions, 



9, The Italian Government proposes to encourage and facili- 
tate by all appropriate means, participation by firms, agencies, 
and institutions in the program, and is prepared to promote 
a program informing the Italian peovle of the purpose and 
intentions of the productivity program of the Italian Govern- 
ment, Means of encouraging and facilitating participation 
should include reasonable assurances, to the extent permit- 
ted by laws of Italy, that participating firms by reason 
of their participation will not be denied access to raw 
materials, equipment, power, credit, foreign exchange, and 
import and other licenses and permits, 

10, My Government, through the MSA, agrees further to assist 
and facilitate the development o f  the productivity program 
in Italy by providing upon request of the Italian Government 
and subject to the availability of funds and personnel, such 
technical assistance as may be appropriate and authorized 
under the laws of my Government, 

11, Our Governments will expect to discuss the progress of 
the program from time to time, the Special Ussion for 
Economic Cooperation maintaining its interest and close co- 
operation, Full information as to the status of the pro- 
grams and projects undertaken pursuant to this agreement will 
be furnished by the National Productivity Committee to the 
Special Mission for Economic Cooperation periodically, as 
agreed, or on special occasions, on request of the Mission, 

12, On the termination of any part of the program covered 
by this agreement, including the revolving loan fund, dis- 
posal of any funds remaining, including payments of principal 
and interest thereon which may accrue thereafter on loans 
from the revolving loan funds, shall be determined by agree- 
ment between the Italian Government and the Government of 
the United Statzs. 

13, The Government of the United States will, subject to the 
terms and conditions of this agreement, allot $12 million to 
Italy during the fiscal year 1953 in accordance with es- 
tablished procedures for the allotment of other dollar 
assistance under the Xutual Security Act of 1951 as amended. 
Dollars allotted to Italy will be available for expenditure 
subject to the applicable provisions of law and the procedures 



and policies related thereto concerning foreign aid of the 
United States, and the provisions of the agreement for 
economic cooperation between the Government of Italy and 
the Government of the United States, dated June 28, 1948, 
as revised from time to timeo 

140 It is possible t h a t  an additional $10 million may 
become available in support of the purposes and program 
~utlined in this letter, If SO, this additional amount 
also will be subject to the terms and condition of this 
letter, 

15. I would appreciate a reply from you indicating formal 
agreement of the Italian Government to the contents of 
this letter, 

/s/ Chauncey Go Parker 
Chief, MSA Mission to 
Italy for Economic 
Cooperation 



ANNEX A 

Agreement Between Italian Government and 1dSA 
Regalding Activities to be Supported by Releases from the 

Special Production Assistance Account 

The following activities and programs may be financed by re- 
,leases from the Special production Assistance Account, 

1, The budget and activity of the National Productivity Com- 
mittee for FY 1954, and that part of its activity for FY 
1953 which w a s  financed by advances from the Interim Aid Fund, 
The activities of the committee and its staff should include 
the provision and dissemination QE technical information on 
production and management processes, the conduct of proauc- 
tivity conferences, the organization of productivity train- 
ing courses, the training and support of technicians and 
engineers participating in the Productivity Area Demonstra- 
tion Program, the provision of training and inf omation to 
labor unions on productivity problems, the review and 
approval of applications for loan and grant assistance to 
produc tivL ty progra.ss, and the ahinis tration, with the con- 
currence !?? t h e  Special Uission fos Economic Cooperation, 
of a Productivity Research and Education Fund for gran t  
~~ssistance t o  proiects in $he fieids of research and educa- 
tior, including applied resehrch, It is contemplated that 
the X a ~ t e r  fund ~3-3-11 be  ~ s e d  for scholarships, to endow 
professorships, s~pport research activities and assist 
similar activities which promise a permanent increase of 
kncwled~e in I t a l y  of the benefits o f 9  barriers to, and 
techniques cf oSta.ining higher production and productivity, 

2. The p~ovision of lire support for the Technical Assistance 
Program far PY 1954 including travel eqenses and allowances 
of par-cicipands, the publication 02 reports, the provision 
of technlcd. literature, information and equipment, and the 
mainten%ncc of  the necessary related staff, but excluding 
tne deposit of ssun'cerpa~t against d~llar expenses, 

3 ,  The estaX! iadhen-k of a revolving Production Assistance 
Loaa Flmd, t o  be used f o r  the purposes and under the limita- 
tions agreed Lo in Annex B, 



4, The establishment sf a revolving Cooperative Low-Cost 
Housing Loan Fund to be used for the purposes and ad- 
ministered in the manner agreed to in h e x  C, 

5 6  The contribution of the Government of Italy to the 
European Productivity Agency established by the OEEC, 
 h he counterpart of at least 8% of the aid granted under 
this agreement will be reserved for this purpose.) 

An illustrative schedule of the accumulation and of 
the use of the Special Production A~sistance Account for 
the purposes in this letter and annexes followso 

F i r m  Possible 

"Moody Aid $ B2,0million $ 22,Omillion 
Counterpart generated Lit 7500 milli.cn Lit 13750 million 
~ e s s  10% - 750 - 1375 
Plus TA c~unterpart deposit 500 500 
Available for Special 
Production Assst Accounts 7250 12875 

Uses o f  Special Production Assistance Acca*mts 

1, CNP 1300 
2, TA Support 990 
j0 Research & Eaucation 

Fund 
4, Prod, AssBB Loan Fund 2450 
5. Coopo Low Cost Housicg 

Loan Fund 1500 
6 ,  Contribution EPA 600 

ANNEX B 

Agreement Between Italian Govera?l.rnent and MSA Regarding Condi- 
ti0x.s and Terms of Loans aade bs Centrobanca from Production 

Assistance Loan Fund 

P ,  Loms from t h e  Production Assistance Loan Fund will be 
made by Centrobanca only to firms which CNP considers adapta- 
bLe to improved productivity techniques and which have 
entered into a written agreement with CNP to the effects 



(a) that the loan will be used for the purpose of 
expanding and improving productivity with a view toward 
increased sales at lower prices; 

(b) ,that the firm will establish an appropriate 
collective bargaining system and procedure with representa- 
tives of the free trade union(s) in his plant and will 
negotiate with them in good faith grievances, and questions 
of wages, hours and working conditions, In case no repre- 
sentatives of free labor unions are employed in its plant, 
the firm will not place any obstacle in the way of organiza- 
tion of its workers by free labor unions; 

(c) that the firm will fully observe existing legisla- 
tion relating to labor and social security; and, 

(d) that the firm will receive and give necessary 
information to and otherwise cooperate with technicians 
of the National Productivity Committee seeking to aid it 
to increase productivity. 

2, The loan program shall be primarily directed towards 
small and medium firms engaged in the manufacture, pro- 
cessing or distribution of industrial products or in the 
processing and distribution of agricultural products. In 
no case will firms with more than 500 employees be eligible 
for a loan. 

3. Loans will be available to finance modifications of 
equipment or buildings (including changes in plant lay-out ) 
or the provision of supplementary equipment and buildings 
in connection with the program agreed with the National 
Productivity Committee, 13 is understood that in the 
operation of the program Centrobanca will consider the 
needs of the borrower for short-term working capital; that; 
Centrobanca will use its good offices with the Banche 
Popolari to ensure that such needs are adequately filled; 
and that, to aid in this latter objective, Centrobanca will 
keep its guarantee and collateral requirements on its o m  
loans as low as is consistent with sound banking standards, 

4. The maximum cost to the ultimate borrower shall be 
5 percent per annm, inclusive of all bank charges except 
any fee (not to exceed 2 percent) for issuance of a bank 
guaranty where this is required, 



5. Loans to any one firm shall not exceed 30 million 
lire. 

6. Loans will have a duration of not less than one year 
and not more than five years. 

7. The loan contract shall be between Centrobanca and the 
borrower, although Centrobanca in appraising loan applica- 
tions will utilize information made available to it by 
the Banche Popolari and will use these banks as agents for 
the administration of the loans. Of the rate chargedato 
the ultimate borrower (not to exceed 5 percent per annum, 
excluding bank guaranty f e e ,  i f  any), th ree  and one-half 
percent will be retained by Centrobanca to cover its ex- 
penses, including any fees it may pay to institutions act- 
ing as agents in the administration of the loans, 

8. The Centrobanca will furnish the National Productivity 
Committee with periodic detailed reports of the operatibn 
of the loan program discussed herein and upon request will 
make accessible, to authorized representatives of the CNP 
or of Special Mission for Economic Cooperation, the records 
on loans under this program. 

Agreement Between Government of Italy and MSA 
Regarding Conditions and Terms of Loans Made from the 

Cooperative Low-Cost Housing Loan Fund 

1. The Fund shall be administered by a Committee consist- 
ing of the Vice-President of the Commission for the Employ- 
ment of the Home Development Funds, Chairman, a m'etnber of 
the Commission for the Employment of the Home Development 
Fund, a representative of CISL, a representative of UIL, 
and a representative of the MSA Mission, 

2, Loans may be made by the Committee to members in good 
standing of a housing cooperative or building-loan associa- 
tion organized by one of the free labor unions, and who 
have received a loan from the Home Development F'und, 



3 .  The loans shall be second mortgages on dwellings built 
by the cooperatives and owned by the members thereof. No 
other security than this and the name of the borrower shall 
be required. 

4.  The sum of the loans from the Home Development Fund 
and the Cooperative low-cost Housing Fund shall not exceed 
97s of the total cost of the dwelling, with the share 
from the latter Fund not to exceed 22s. 

5. The period of repayment and rate of interest on the 
loans from this fund will be set with the aim of placing 
the minimum possible burden on the borrower, and in any 
case will not exceed the rates of repayment and interest 
on loans under the Home Development Fund. 

6. Interest and repayments on the loans will be paid 
into the Home Development Fund. 

7. Every effort will be made that projects assisted by 
loans from this fund serve as models in the design, plan- 
ning and execution of low-cost, high-satisfaction housing, 
that adequate attention be given to community services, 
and that the unit construction cost of these projects be 
significantly lower than that of the average government- 
assisted housing project. To this end the MSA offers 
such Technical Assistance Services, including the advice 
of foreign experts, as may be agreed on. . 



Mr, Minister: 

I have the honor to acknowledge receipt of your 
letter dated May 7, 1953, in which you have kindly con- 
firmed the substance of the exchange of views between 
the Mission headed by you, and representatives of the 
Italian Government, concerning the development in Italy 
of a productivity program aimed at the goals contemplated 
in the Economic Cooperation Act of 1948 and in the Mutual 
Security Act of 1951, as amended, 

You have advised me of the intention of the 
Government of the United States to make available to this 
end to the Italian Government an appropriation up to 22 
million dollars, whose lira counterpart shall be used for 
the development of the National Productivity Committee, 
for the expansion of Technical Assistance Programs, and 
the development of productivity study plans, for credit 
assistance to medium and small industries, for the develop- 
ment of low-cost cooperative housing and for the Italian 
participation in the European Productivity Agency, 

In confirming our general concurrence with the 
goals of this program, as well as with the appropriate 
methods to pursue them, under the existing legislation 
and such laws as may become necessary to submit to the 
future Parliament, I would like to ask you to submit to 
your government the possibility of fitting into the new 
plan some productivity activities already prepared by 
the Italian Government, and the desirability that credit 
assistance functions be handled by the "Mediocredito" 
Agency recently established for the promotion of medium- 
term credit to medium and small industries, 

I will be grateful if, in the meantime, you will 
express to the Government of the United States the full 
appreciation of the Italian Government for the new contri- 
bution made to the productivity developments in our 
country, towards a greater expansion of the economy and a 
higher standard of living, which is considered desirable 
by both Governments, 



Please accept, dear Minister, the expression 
of my highest consideration. 

H. W. Minister Chauncey G. Parker 
Chief, E A  Mission to Italy for Economic Cooperation 



The Honorable Giuseppe Pella 
Minister of the Treasury 
Rome 

Dear Minister Pella: 

I have your letter of May 9, 1953, concerning the 
agreement of the Productivity Program, 

I am somewhat troubled by the language in the 
third paragraph of that letter. However, in the light of 
our several conversations on this subject, I have the feel- 
ing that we have reached a meeting of the minds on the 
program, I interpret the language of your third paragraph 
to mean that the Italian Government is in full agreement 
with the goals of this program and is generally in agree- 
ment with the specific proposals to carry them out, al- 
though it is conceivable that some details of the latter 
may need further discussion, Your reference to such laws 
as may become neceeeary, I take it, indicates your agree- 
ment to submit to the new Parliament specific productivity 
legislation required to carry out the objectives with 
which you have concurred, 

With respect to the two recommendations made in 
the same paragraph, I wish to confirm your oral statement 
that they do not constitute conditions to your acceptance 
of the program, The Mission is not prepared to recommend 
favorable consideration on either of these two points by 
Washington, but will, of course, refer them to Washington. 

If you can give me a note confirming the above 
interpretation of the language contained in the letter, I 
will be in a position to make an immediate recommendation 
to Washington, 

Sincerely yours, 

/s/ Chauncey G. Parker 
Chief, MSA Special Mission to 
Italy for Economic Cooperation 



Dear Minister Parker: 

In your kind letter of May 12, 1953, you ask me 
to clarify the wording of the third paragraph of the letter 
addressed to you on May 9 to express the Italian Govern- 
ment's agreement to the implementation in Italy of the 
productivity program contemplated in the Moody Amendment, 

I wish to confirm to you the favor with which 
the Government of which I am a member looks upon this pro- 
gram a favor which I sincerely trust will be shared by 
the Government which will succeed the present one, and I 
am sure that such (new) Government will take upon itself 
to submit to Parliament the legislation required for the 
full implementation of the agreement reached, 

As for my two recommendations to which you refer, 
I wish to state that they do not condition the said agree- 
ment, They constitute suggestions made for purely indica- 
tive purposes, which the Mission, should it see fit, may 
communicate to the U,S, Government, 

I am grateful to you, dear Minister Parker, of 
the opportunity you have given me to express again in 
this letter my feelings of sincere appreciation, and to 
renew the expressions of my highest consideration, 

H,E, Minister Chauncey G, Parker 
Chief, MSA Mission to Italy 
for Economic Cooperation 
Rome 
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Text of the Section 115(k) Agreement 

With the Netherlands, 

Apri l  8, 1953. 

Your Excellency: 

Referring t o  our severa l  discussions with respec t  t o  
the p o s s i b i l i t y  of a cooperative program i n  the Netherlands 
under the  provisions of Sect ions 5168 of the Mutual Securi ty  
Act of 1951, as amended, and Section l l 5 K  of the  Economic 
Cooperation Act of 1948, a s  amended, we propose t h a t  the 
following general  po in ts  may cons t i t u t e  a bas ic  agreement 
between our two governments, 

1. The Government of the Netherlands agrees t h a t  
the establishment of a sound and expanding economy capable 
of providing a progressive increase i n  l i v i n g  standards i s  
e s s m t i a l  t o  the development of mutual s ecu r i ty  and of the  
ind iv idua l  and co l l ec t ive  defense of the  f r e e  world, and i t  
be l ieves  t h a t  a concrete program, ca r r i ed  out  i n  the 
Netherlands pursuant t o  the provisions of Sect ion l l 5 K  of 
the Economic Cooperation Act of 1948, a s  amended, and of 
the Section 516(a) of the Mutual Securi ty  Act of 1951, 
a s  amended, can make a s i g n i f i c a n t  cont r ibu t ion  t o  the 
achievement of t h i s  object ive,  

2. We a r e  of the opinion t h a t  our mutual object ive 
i s  t o  a s s i s t  i n  every w w  possible  t o  increase  product ivi ty  
i n  the Netherlands t o  the  end t h a t  a progressive increase 
i n  l i v i n g  standards may be achieved, the in t e rna t iona l  
t rad ing  pos i t i on  of Netherlands industry,  a g r i c u l t u r a l  
and r e l a t e d  serv ices  s h a l l  be improved and t h a t  thereby the  
balance of payments of the  Netherlands may be favorably 
affected.  



3* It i s  proposed t o  s e t  up a spec ia l  Product ivi ty  
Fund t o  f inance addi t iona l  budgetary expenditure i n  accordance 
with a Statement of Program t o  be at tached as Exhibi t  C 
p a r t l y  i n  the form of a revolving loan fund to  be used f o r  
sho r t  and medium term up to  5 loans t o  producers 
and d i s t r i b u t o r s  f o r  equipment, re-organization of p lan ts ,  
shops, e t c ,  p a r t l y  a s  a fund t o  give f inanc ia l  support i n  
the  form of g ran t s  t o  o ther  p ro jec t s  t o  increase product ivi ty ,  

These loans and other  p ro jec t s  w i l l  aim a t  the  implemen- 
t a t i o n  of re levant  government pol icy made i n  the l i g h t  of 
recommendations of the C.O.P., of consul tants  and TA teams, 
and of responsible  organizat ions i n  industry,  ag r i cu l tu re  
and r e l a t e d  se rv ices  e ,g. the d i s t r i b u t i o n  and marketing 
of i n d u s t r i a l  and food products including f i s h .  

4, To t h i s  fund would accrue 90 percent of the  loca l  
currency counterpar t  of the  d o l l a r  a l lotments  r e f e r r e d  t o  
i n  paragraph 11 of t h i s  l e t t e r  and 90 percent of the  l o c a l  
currency equivalent  of the d o l l a r  amount expended on the 
Netherlands TA program s ince  Ju ly  1, 1952. 

5 ,  The Netherlands government would expect t o  
decide, i n  agreement with your mission through t h i s  Ministry,  
and i n  consul ta t ion  with the C.O,P., upon the  i n d u s t r i e s  o r  
branches of ag r i cu l tu re  and r e l a t e d  serv ices  i n  which loans 
would condi t iona l ly  be made upon the c r i t e r i a  of such loans,  
and upon the general  ca tegor ies  of expenditures under the  
o ther  port ions of the program, and upon the terms of any 
permanent endowments o r  d i r e c t  g ran t s  of counterpar t  funds, 

6 ,  The screening of p ro jec t s ,  subjec t  t o  the f i n a l  
approval of these p ro jec t s  and loans by M,S,A,, administe- 
r i ng ,  d i r e c t i n g  and con t ro l l i ng  the  funds e t c ,  would be 
within the  powers of the  Minis ter  i n  charge of product iv i ty  
i n  the Betherlands f n  consul ta t ion  with the otlier competent 
Minis ters  and upon the advice of the  Executive Board of the 
C.O.P. which w i l l  a c t  as permanent advisory committee u n t i l  
termination of the  fund, 

The members of t h i s  permanent advisory committee were 
se l ec t ed  from each of the  organizat ions l i s t e d  i n  h e x  B, 
i t  being understood t h a t  they would a c t  as ind iv idua l s  and 
no t  as r ep resen ta t ives  of the bodies from which they were 
chosen, 



7. The policy t o  be adopted f o r  the use of t h i s  fund 
w i l l  require ,  in te r -a l ia ,  t h a t  loans and grants  from the 
fund be used t o  increase production and product ivi ty  with 
consequent lower p r i ces  f o r  consumers and thereby help t o  
c rea te  an expaading economy capable of providing a progres- 
s ive  increase i n  standards of l i v ing ,  The pol icy w i l l  
recognize the  importance of making these funds ava i l ab le  
a,o, t o  en te rp r i se s  which a r e  engaged i n  spec ia l  e f f o r t s ,  
normally involving in tens ive  technical  ass i s tance ,  t o  
increase t h e i r  product ivi ty  l eve l ,  thus increasing the 
a b i l i t y  of Netherlands industry t o  produce under f u l l y  
competitive conditions,  Furthermore, t h i s  pol icy w i l l  
be i n  accordance with %he importance of s e l ec t ing  sound 
f i rms with s a t i s f a c t o r y  expectation of marketing t h e i r  
increased production and the necessi ty ,  i f  the  loans and 
grants  a re  t o  have t h e i r  m a x i m u m  u t i l i t y  of providing means 
whereby the knowledge and experience gained in each case can 
be made ava i lab le  t o  o thers  who may be i n  a pos i t ion  t o  bene- 
f i t  from i t  and whereby the r e s u l t s  achieved through higher 
produc t i v i  t y  may be equitably shared among consumers, 
workers and owners, This policy would be i n  a c c o r d ~ c e  
with purposes of the Netherland Government aiming a t  encou- 
raging, where su i t ab le ,  competition by providing safeguards 
aga ins t  r e s t r i c t i v e  prac t ices  which prove harmful t o  the 
development of the Netherlands economy m d  the na t iona l  
i n t e r e s t  i n  general ,  It would, furthermore, be the in t en t ion  
t h a t  companies e n ~ o y i n g  loans and thereby able  t o  increase 
their productivity and reduce production cost apply, in 
accordance with the establ ished procedures, t o  the 
a u t h o r i t i e s  i n  charge of the  appl ica t ion  of the  wages 
policy sf the netherlands government, f o r  permission t o  
increase the wages ~f t h e i r  personnel as f a r  a s  cons is ten t  
with the wages policy peferred t~ above and j u s t i f i e d  by 
the r e s u l t s  and sound f inanc ia l  management prac t ice ,  

8. The Netherlands government w i l l  be prepared t o  
play i t s  pa r t  i n  the product ivi ty  agency t o  be es tab l i shed  
by the O,E,E,C, 

9, 0~ termination of the proJect  o r  programs covered 
by t h i s  agreement including the revolving loan fund, 
d i spos i t ion  of any funds remaining including any payments 
of pr inc ipa l  or i n t e r e s t  thereon, which ma3 accrue the rea f t e r  



on loans from the revolving loan fund, shall be by agreement 
with the Betherlands government and the U,S,Oovernment, 

10, It is proposed to give this program wide publicity 
emphasizing the contribution it can make to the achievements 
of the objectives stated in the opening paragraphs of this 
letter, 

ll, The importance is fully recognized of obtaining 
the complete and enthuaiastfc cooperation of industry, 
agriculture and lab02 elements in the nation and every endeavor 
will be made to foster and develop such cooperation, 

12, The amount and timing of dollar allotments to be 
made and the terns and method of deposit and distribution 
of counterpart under this program together with cestain 
procedural arrangements are covered in Ekhibit "A" attached 
hereto and made part hereof, - - 

13, The Netherlands Government considers this program 
to be of real importance aad capable of making an effective 
contribution to the ob~ectives of the Mutual Security Act 
which the Netherlands government holds in common with your 
government, My government will encourage and facilitate by 
all appropriate means, the widest p~ssible participati on by 
firms, agencies, agricul%uraE eoopeaatives, free labor unions, 
marketing osgmiaatfons, technical Bodies, consultants, and 
other institutions in this program, 

14, The Netherlaads gove,-nment agrees to provide to 
the Mutuai Security Agency a21 information and facilities 
necessary to the obserfat2on =d review of the carrying 
out of this agreemen*, including the assistance furnished 
under i'lt, 

1 l& government will appreciate your confirmation 
that the understanding ~f the agreement reached between us 
in our discussion is as abme outLined, 

*~d~~~i-~il~~d5-~1?1~ QR $he ~~greeinent reached be%weesa urs 
is as atafed %;a t h l s  1at:;er of Ap41 gp 19539 number 44256, 
with a%tached exhibKL~ A, P, an& C and 8 ~ .  hereby eonfirmed 
a26 ap9~0';"ed.~ 

/s/ Clarsnee Be Hvater 



EXHIBIT wAsP 

The government of the United States will allot $3 million 
to the Netherlands government during the fiscal year 1953 to 
carry out the terms of the agreement in accordance with 
established procedures for the allotment of other dollar 
assistance under the Mutual Security Act of 1951, as amended. 
Dollars allotted by the Gmesnment of the Netherlands during 
Fiscal Year 1953 shall be used for the procurement of 
commodities and services in accordance with procedures for 
the administration of Foreign Aid af the Government of the 
United States under the MutuaZ Security Act of 1951 as 
amended, and in accordance with the provisions contained in 
the Agreement for Economic Cooperation between the Government 
of the Netherlands and the Government of the United States, 
dated July 2, 1943, 

The above sum will be allocated as folllows$ 

a) $1,500,000, prior to June 30, 1953, upon agreement 
on a statement of Program to be attached to this 
agreement as Exhibit C, 

b) $240,000 upon the establishment of a Productivity 
Agency by the OEEC and a decision by the Netherlands 
Government to join, or if no Agency is established, 
then together with (c) 

c )  $1,260,000 on or before June 30, 1953, upon 
adequate assurance that the program is proceeding 
aatfsfac%orily in accordance with the agreement. 

8 percent of the local currency deriving from these funds 
and to be used for the purposes outlined in this agreement, 
will be reserved for s eomtribution to such productivity 
agency as the QEEC may establish, If no such Agency is 
established, this contribution will be made available for 
projects under 3ha program su%lined in this Agreement, 

The Netherlands Govexnment agrees that the local currency 
counterpazt deposits by the Netherlands government which will 
accrue, in accordance with the provisions of Article IV of the 



EeomcmPc Cooperat5.m Agreement befweea the government of 
the U.S. and the Rethezlanda government dated Juiy 2, 1948, 
as the eou-kerpast of the aforementioned do l l a r  assis tance 
sha l l  be dea l t  with a s  f o ~ l o w s ~  

a) On the i n i t i a l  allotment of the do l l a r s  cowered by 
t h i s  agreement a specia l  sub account (here inaf ter  
ca l led  the Special Productivity F b d )  w i l l  be 
establ ished within the Special Account of the 
Netherlands governmenti, t o  which ~5.11 be transferred 
the loca l  currency equivalent to  90 per cent of 
the sa id  and successive dsrllar allotments.  he 
loca l  cu renex  sguivalen@ sf LO per cent of the 
dollas allotments under $his agreement w i l l  be 
t ransfer red  aa i n  the case with other do l l a r  
assis tance the Mutual Security Act of 1951, 
as amended, $0 the Special account o f  the  United 
S t a t e s  gavenames,%). To the extent such funds 
are needed before ac tua l  accrual of counterpart 
under %his  ag~eernent, trimsfera dl1 be effected 
fpom the exis t ing  general QO per  cect  counterpart 
account, The dates  and m ~ u n t ~  of such t r ans fe r s  
of f*mds w i l l  be specif ied in the formal MSA/W 
b e t t e r  a l l o t t i n g  d o l l a r s  under t h i s  agzeement, 

b) The Ietherlands go~e-rmant w i l l  Sransfer t o  the 
Special  Psoduetis i ly P u d  r e f a r r e d  %o i n  paragraph 
(a) the loca l  currency d e ~ i a e d  from countezp-pert 
daposits  againat dollars expended ?or TA p ~ o j e c % a  
authorized a l ~ c e  J - ~ i y  Z ,  1952, These %rawsf era 
w i l l  be effected as th5 do3.lar ~ x p e x i 3 - i t ~ e s  w i l l  
bs noted, 

c) From the Special  Prodcla%ivlPy F U L L  a,a~aaicerpart 
shall  be released i n  &csoaAmcs w l % h  established 
p r ~ c e d ~ ~ e s  governing xeisasew of' csun%espar% 
fron the 90 p e r ~ e n t  e o - ~ a & e r p ~ t  TnndO A1Aotmenta 
of gui lders  derived from the Special Pse~duc%i.rrity 
Fund shall Be made by the M3;nls-ke.r in charge of 
productivity arid only tc agree& agencies which 
k a ~ r e  respansibili3Pee in estm~ee%ios. 1.1 th the 
a p p r ~ v : .  2rogza~, 



The revolving loan fund referred to in paragraph 2 of 
the agreement to which this is Exhibit "A" will draw its 
initial funds from the Special Productivity Fund referred 
to in paragraph "A" above and will replenish its funds by 
the re-deposit in the said revolving fund of re-payments 
on loans made from said fund and say net interest earnings 
which may accrue in connection with such loms, Intereet 
rates will not exceed 6 per cent, The loane from this re- 
volving fund shall be made in accordance with the provisions 
of the agreement to which this Exhibit "An is attached, 
particularly paragraph 6 thereof. 



LIST OF MEMBERS OF - .  THE PEIl&UNEXT ADVISOBY BOARD - 

Advisor of the Minister in 
charge 02 P r ~ d u c % i ~ - i t y  

MfLn:+st~y of SocAsS M f  sirs, 
Diaec tc~-Qt3neffaQ of Labor 

Jbo MrO B O L O G O  de MilPy W-nistry ~f Foreign Affairs, 
Directorate-General of Labor, 
Economic and Milf=tary Aid hgma 

9 r o  A, W o  van der Plasschg MI,nis"S,y of A ~ P % B U ? ~ % W B ~  
F%sher:es and h o d ,  
Director-General of dgsimltme 

- 

~ 8 l ~ l o ; r e ~ s  Federation and o f  the 



EXHIBIT O°C'g 

STATEBBENT OF PROGRAM 

I, For the implementation of this program the following amounts 
will be  available^ $3 million less $240,000 (for European Pro- 
ductivi ty ~gency ). 

(i) Counterpart of $2,76O,OOO 
(less 10 percent to be transferred to 
account of U.S. a~~ernment) Hf1 9,3mln 

(ii) TA counterpart since July 1, 1952 tt 1 mln 
(eratimate) 

Hfl l0,3 mln 

This program provides that these funds will be spent as follows: 

(i) Grants 

a, Metal Industry 
be Building 
c, Ready made clothing 
do Distribution 

Hfl 1,-mln 
'V , -mln 
I' 0e8rnln 
" 1 5mln 

(if) Loans 

Hfl 4.3 mln 

6 , -  mln 

Total Hf1 10,3 mln 

The program will be put into effect as soon as possible and 
is being planned on the basis %ha% the bulk ~f %he grant program 
will be completed within two or three years, 

It is understood that thie program, OP pasts of it, will be 
reconsidered when modificatfoas appear desirable during its 
elaboration, 

11, Grant P ~ o ~ r a m  
a) Metal Industry (including foundries) 

The metal industry is the most important industry in the 



Netherlands and ranks f i r s t  in the indus t r i a l i za t ion  program, 
It employs about 435,000 and the present indue t r i a l i sa t ion  
program p r ~ v i d e s  f o r  El 240 mil l ion new investments annually 
during 1952-1957 (mnual  gross investments H f  l 450 mil l ion)  f o r  
this industry alone. This approximates 26 percent of the over- 
a l l  investment goals of the i n ~ u s t ~ i a l i z a t i o n  program amounting 
t o  Hfl 9,000 mil l ion gross investments during those f i v e  years. 

Productivity Bas proved how i n  this sec tor  which mainly 
cons is ts  of small f i m s ,  TQ remedy t h i s  specia l  act ion i s  neces- 
sary, the more so since improvements of prod~lc t iv i ty  would enable 
mamy of these small firma t o  ac$ es snbcontrac%ars for larger 
concerns, This function would yield great  benef i t s  t o  both the  
small and the b ig  firms, increase the capacity f o r  defense pro- 
duction and streng%hen the s t rxc tu re  of Dutch industry i n  general. 

I n  the small metal industry there i s  a group Q% some 2,000 
small firms, employing 10-50 workers, annual production H f l  500 
million, This group i s  composed makly  of small machinsshopa 
and workshops, constm~ction shops, stamping and pressing works, 
f ims producing small e l e c t r i c a l  a r % i  c?.es and various types of 
metalware, O f  t h i s  group some 500-600 are  members of a trada 
organization, 

Plans a r e  now being developed t o  s t a r t  a la rge  scale ac t ion  
t o  r a i s e  productivity with the csoperation of t h i s  organisation 
and the labor unions i n  t h i s  f i e l d ,  These plans provide f o r  pub- 
l i c i  ty  and information 4LBw.& management aad production techniqut~s 
and the r e s u l t s  of applied research, hr thermore ,  assis tance by 
management consultants t o  groups of firms with s imi lar  problems, 
t ra in ing  programs, s t c o  Special emphaai s w i l l  be l a i d  on advant- 
ages and problems of s.lbcontraciing, It i s  the in tent ion  t h a t  
these e f f o r t s  w i l l  be d i rec ted  by e new body, composed of manage- 
ment and labor sepresentatl-res and comprising spec ia l i s t s ,  This 
body w i l l  a c t  ae prodcct ivi ty oontrs f o r  the sec tor  and. be re- 
sponsible f ~ r  the use of the fun66 al lcca ted  to it, 

Special measwes are  a l s o  =icier cogsidera-ffon f o r  the foun- 
dr ies ,  a l so  an importar!.t s ec to r  where mucb  oar^ be done, These 
plans can only be elaborated however a f t e r  the a r r i v a l  of a team 
of American foundry spec ia l l s t a  t~ho  w i l l  s h o r t l y  be invi ted  under 
a Qpa  B project ,  

The building trade is  ita ally important because of the  
shortage of houses (275,000) and the f a c t  t h a t  t h i s  backlog can 
only be made up f o r  %% building cos ts  can. be reduced, Due t o  



tho shortage of capi ta& i t  is l  in f a c t ,  the  cost  of bui lding 
( H f l  1,800 mln) t h a t  keeps annual new construction down t o  
some 55,000 dwellings,  40,000 of which a re  necessary t o  meet 
the inoreases of the  population, 

Inves t iga t ions  have shown t h a t  considerable increases  of 
product ivi ty  and corresponding cos t  reductions can be achie-red 
by the appl ica t ion  of modern management and construct ion tech- 
niques, su i t ab le  remuneration syatems, s tandardizat ion,  e t c ,  
Representatives of management and labor  and s p e c i a l i s t s  i n  t h i s  
f i e l d  sre now elaborat ing a comprehensive program providing f o r  
Bnf ormation, t ra in ing ,  research, e t c  , If funds become ava i l ab le  
for the  implementation of the f i n a l  program of ac t ion  t h i s  pro- 
v i e iona l  committee w i l l  probably be transformed i n t o  a produc- 
tivity center  f o r  the bui lding t rade  with the  spec ia l  respons- 
i b i l i t y  of seeing t h a t  the funds w i l l  be spent i n  the right way 
and the program i s  implemented according t o  plan,  * 

c )  Clothing Industry ~ f 1  ~OO,OOO 

Following a Type A m i s s i ~ n  t o  t h e  United S t a t e s  the cloth- 
ing indus t ry  has taken co l l ec t ive  ac t ion  t o  increase  its e f f i c -  
ienuyb So f o r  instance the appl ica t ion  of standardized s i z e s  
of l a d i e s 3  dresses  and coats  was studied, and with success. An 
extension of these e f f o r t s  i s  under consideration, v i z .  f o r  
men's s u i t s  and coats,  working c lo thes  and c h i l d r e n e s  clothing. 

Standardizat ion of c l o t h  widths and problems of shr inking 
of c lo th  w i l l  also be studied, A productivity center compris- 
ing management and labor  representa t ives  and s p e c i a l i s t a  has 
a l ready been formed t o  guide these a c t i v i t i e s  and t o  plan o ther  
programs f o r  information and t r a i n i n g  t h a t  prove des i rab le ,  

d )  Dis t r ibu t ion  Ef'l 1.5 mln 

Preliminary research has shown the importance of produc- 
t i v i t y  problems i n  d i s t r i b u t i o n  and the first  r e p o r t s  of mis- 
s ions  recent ly  back from the United S t a t e s  and t h e  a c t i v i t i e s  
of the O,E,E,C, and the In t e rna t iona l  Chamber of Commerce added 
t o  t h e  i n t e r e s t  f o r  f u r t h e r  work, 

An ac t ion  committee has been created and t h i s  i s  developing 
a progran f o r  rbsearch i n t o  the  main f a c t o r s  governing the s i tw-  
a t i o n  i n  severa l  branches which a r e  of importance f o r  the stan- 
dard of l i v ing ,  !The committee w i l l  a l s o  formulate the techniques 
and methods f o r  improvement, 

Action t o  improve fooit d i s t r i b u t i o n  methods i s  under con- 
s ide ra t ion ,  



A special  program i s  being developed f o r  the d i s t r ibu t ion  
of f i sh ,  h e  t o  deRiciencies i n  the present system seriouu 
marketing problems ex i s t  and pr ices  are  unstable. F ish  consump- 
t ion  i s  therefore below reasonable standards, 

This program provides f o r  a t ra in ing  center  f o r  wholesalers 
and r e t a i l e r s ,  propaganda, develcpment of rsady-to-eat products, 
and of b e t t e r  processing, handling and s t o r a g ~  methods, 

The grant program f o r  f i s h  d i s t r ibu t ion  amounts t o  Hf'l 500, 
000, I n  addition, i t  i s  suggested t o  implement a loan program 
(mainly f o r  r e t a i l e r a )  of H f l  1.5 mi l l icn  (see item I11 l a s t  
paragraph). 

It i s  l i k e l y  tha t  the act ion programs now under consider- 
a t ion  w i l l  lead t o  requests  from medium sized and small f i rms 
f o r  shor t  term loans i n  order t o  finance ce r t a in  modernizations' 
t h a t  proved desirable,  In order t o  avoid a s i t u a t i o n  tha t  such 
modernizations could not be rea l ized  f o r  lack ~f c r e d i t  f a c i l -  
i t i e s  on su i t ab le  terms i t  has been decided t o  earmark an amount 
of H f l  4,5 mill ion t o  be used as revolving loan funds t o  meet 
the demand f o r  c r e d i t  from the metal, foundry, building and 
clothing industry and from the d i s t r ibu t ion  sec tor  whenever t h i a  
cannot be ~ a t i s f i e d  by exiatf  ng i ns t i tu t iona ,  

I f  ex i s t ing  f a c i l i t i e s  w i l l  appear adequate t o  meet the  
demand f o r  c r e d i t  t h i s  amount of H f 1  4,5 mill ion w i l l  be used 
f o r  other,  

Plansfor the remaining H f l  105 mill ion provide f ~ r  loans 
(mainly t o  r e t a i l e r s )  t o  promote the introduction of modern f i s h  
d i s t r ibu t ion  methods, 
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April 13, 1953 

Mr. Lloyd K. Larcros 
NeSeAe 
Stortingst, 28 
OSLO 

My dear Mr. Larson: 

This letter refers to discussions during recent weeka 
regarding the organization of a program for higher produc- 
tivity and production in Norway. I should like to confirm 
to you that the Norwegian Government within 24th April 1953 
will make a motion to the Storting regarding the forming of 
such a program, based on the attached draft Memorandum of 
Understanding between the United States Government and the 
Norwegian Government. Formal agreement can, however, not 
be made before the proposal has been approved by the Stort- 
i w e  

Yours Sincerely 

/./ L a r s  %ensen 
Minis ter of Xndus try 



The Honorable Lars Evensen 
B o r ~ 1  Norwegim Ministry of Induatry 
Dronningsnsgt , 3.5 
Oslo 

My dear Mr, Minister: 

I wish t o  acknowledge your l e t t e r  of April  13, 1953 i n  
whioh you s t a t e  t h a t  the Norwegian Government w i l l  make a 
motion t o  the Stor t ing  regarding a program f o r  higher produc- 
t i v i t y  and production i n  Norway, This program w i l l ,  i n  large 
part, i m o l v e  funds derived from Section 115(k) of the Eco- 
nomic Cooperation Act of 1948, as amended. A draft Memorandum 
of Understanding out l in ing  your proposed program i s  attached 
t o  your l e t t e r .  

I wish t o  confirm to  you that the United S ta tbs  Govern- 
ment, f o r  i t a  par t ,  i s  prepared t o  agree t o  the  program you 
propose, and t o  a l loca te  funds accordingly, upon completion 
of necessary act ion by the Stort ing,  Formal agreement of our 
Goverrunent w i l l  thereaf ter  be e igni f ied  by signature of the 
Memorandum of Understanding, 

Yours very t ru ly ,  

/s/ Lloyd K, Larson 
Chief of Mission 



MEMORANDTm OF UNDER3 TANDING BET'cWEN THE 
GOVERNKENT OF THE UIJITED STATES AND THE 
GOVERNLENT OF NOHWXY BEhGADING THE 
UTILIZATICW OF CObiNTEWART OF THE FUNDS 
TO BE ALLOCATED TO NOR!7AY SUBJECT TO 
CONDITIQNS CF SECTION 1 1 5 ( ~ )  of the ECA 

ACT OF 1948 AS AMEIiRED, 

This menorandun s e t s  f o r t h  c e r t a i n  p r i n c i p l e s  on the 
subjec t  of organizing a program f o r  Gigber product iv i ty  and 
production i n  Ncrwajc, 

1, The United S t a t e s  Ga-vernment i a  w i l l i n g  t o  make 
ava i l ab le  t o  the Norwegian Gwernment f c u r  mi l l i on  d o l l a r s  
derived from Sect ion 115 (k)  o f  the  Economic Cooperation Act 
of 1948, as amended, the kror.er equivalent of which m i l l  be 
used t o  f u r t h e r  the  purposes of Section 115 (k)  of the ECA 
A c t  of  1948, as aroended, and of Sect ion 516 (a )  of the Mutual 
Securi ty  Act of 1951, as mended. 

2, It i s  a g r w i  that t he  development of mutual s e c u r i t y  
and of the ind iv idua l  and c o l l e c t i v e  defenses of the f r e e  
world r e s t s  i n  l a rge  psrc  upon the establishment of a sound 
and expanding economy capable of providing a  progressive 
increase  i n  living s tmdards ,  I n  f ~ r t h e r a n ~ e  of t h i s  broad 
object ive,  .the No~,.legian Goverrment has recognized the 
d e s i r a b i l i t y  of s t i m u l a t i ~ ~ g  the  ex.r;a~sion of Norway ' s economy 
by, among other  means, en~~ouragir ig  higher production and 
product iv i ty  throughthe xadi-im of p r i v a t e  e n t e r p r i s e  opera t ing  
i n  f u l l  cooperat ioc wi th  labo?:, Tc this end, the  Eorwegian 
Gover-ment w i l l  continue t o  su2port  f r e e  labor  unions as the 
co l l ec  t i y e  b s r g a i n i ~ g  agcincie s of Labcr acd w i l l  encourage 
ccmpetit ion mcng pr iva t e  en$;er?riscs rmd discourage r e s t r i c -  
t i v e  asad monopolist ic bus iness  practices which r e s u l t  i n  
r e s t r i c t i n g  procl-tuctiorn and incrsa9ing p r i ces ,  

3. While the Nar~wt;i an Government propsses t o  take a l l  
these ob jec t ivas  i n z 3  account i n  a r r iv ing  at b h s i c  p ~ l i c i e s  i n  
the  Government, i i ,  has 6ecided t o   lace come of the burden of 
c a r v i n g  out  the d e t a i l s  af the objec t ives  of paragraph 2 on 
a new Organization, Tilt O~rganization s h a l l  be independent 



and non-political, Its directing authority shall include 
persons reflecting important elements of Norwegian society, 
including management and labor, but these persons shall serve 
in a personal capacity and not as representatives of 
particular elements. The Organization shall undertake, as 
rapidly as it can possibly do so, to provide and promote the 
utilization of professional management and industrial engi- 
neering services within individual plants in Norww which 
subscribe to the objectives of the program set forth in 
paragraph 2, The Organization shall also have responsibility 
in the fields of research, training, information, education, 
and various technical services. While the Organization is 
not a Government agency, it will be expected that responsible 
Government departments will l~ok to the Organization for 
advice and assistance in the areas in which it is competent. 
Formal details as to the organization, structure and respon- 
sibilities of the new productivity Organization are in the 
course of being determined, All such details will be decided 
prior to allocation of funds referred to in the next 
paragraph. 

4. The Norwegian Government is prepared to establish 
this Organization as a non-profit corporation with a capita- 
lization of five million kroner. This capital shall remain 
intact and shall be invested. as stipulated by law for 
Norwegian trust f u d s ,  its yield to be used to cover adminis- 
trative expenses of the Organization, 

5. The United States Government ia prepared to allot 
to the Government of Norway the sum of four million dollars, 
drawn from the fund related to Section 115(k) of the ECA 
Act of 1948, 90 percent of the kroner equivalent of which 
shall be placed in a Special. Production Assistance Fund, 
An additional amount in the kroner equivalent of $400,000 
shall be released in accordance with the purposes of this 
memorandum, to the Special Production Assistance Fund from 
the Special Account established under Article IV, para 2 of 
the Agreement for Economic Cooperation between the Government 
of the United States and the Norwegian Government, The 
Fund may receive such other funds (governmental or non- 
governmental) as may be made available for this purpose from 
time to time, 



6 ,  Expenditures from the Special Production Assistance 
Fund may be made by the Productivity organization referred 
to in paragraph 3 for activities of the organization carrying 
forth the purposes in paragraph 2 of this letter, 
Expenditure may also be made by the Ministries of Agriculture 
and Fisheries to the extent stipulated in paragraph 8 for 
activities of these Ministries which carry forth the 
purposes outlinedin paragraph 2 of this letter, Subject 
to agreement between the Norwegian Government and the Mutual 
Security Agency, releases from the Special Production 
Assistance Fund for specific activities shall be in accordance 
with a program of work developed by the organization concerned, 
the general nature of which will at the outset be the subject 
of special agreement between the organization concerned and 
the Mutual Security Agency, It is understood that a major 
portion of the funds in the Special Production Assistance 
Fund derived from the fund arising under Section 115(k) of 
the Economic Cooperation Act of 1948 as amended shall be 
expended for the financing of and in connection with produc- 
tivity projects within individual enterprises, 

7, It is agreed that a certain portion of the Special 
Production Assistance Fund to be used for financing shall 
be set aside in a Revolving Fund to which will be made 
repayment of the principal and payment of interest (less 
necessary administrative expenses) such payments of principal 
and interest to be available for further loans for the same 
purposes, Administrative control of the revolving loan 
fund shall be established in agreement with MSA, The 
operation and administration of the revolving fund shall be 
the responsibility of the board of Tiltaks Fundet, a Norwegian 
industrial development fund, with fi.nal authority resting 
with the Minister of Industry, The Board will be expected 
to establish a close relationship in the operation of the 
revolving fund with the prodilc-kivi ty ins ti tute, Any 
applicant for a loan may insist that the board pass on his 
application, The recipient of lows would be expected to 
express his adherence to the objectives of this program as 
set forth in this Mem~randum, and would be expected to agree 
in writing to the principle that the bsnefits of increased 
productivity are to be shared out equitably among owners, 
workers, and consumers in a manner appropriate to the indivi- 
dual case, Recipients of intensive technical assistance 



services from the Organization would be expected to agree to 
the same provision. 

8. The Norwegian Government proposes to support and 
faoilitate the activities of the Organization and, to the 
extent it is appropriate for the Government to do so, it will 
encourage and facilitate participation by firms, agencies, 
and institutions in the productivity program, and assist, 
where appropriate, in the execution of the program, Exist- 
ing Norwegian law protects against unfair action firms which 
have been enabled to raise wages or lower prices as a result 
of their participation in the productivity program of the 
organization, 

9 ,  In addition to the general purposes set forth 
above, it is agreed that from the total kroner equivalent 
of four million dollars, there will be reserved for the 
present the kroner equivalent of three hundred and twenty 
thousand dollars which will be available to the Government 
of Norway for its use in making contributions to the European 
Productivity Agency established by OEEC, If the Norwegian 
Government makes the contribution to OEEC out of its own 
funds, this sum shall be available for the productivity pro- 
gram within Norway. Further, it is expected that not more 
than six million kroner will be available for expenditure 
through the Ministries of Agriculture and Fisheries for 
certain programs furthering productivity within the fields 
of agriculture and fisheries that will be agreed between the 
Special blission for Economic Cooperation and the respective 
Ministry, 

10, The United States Government further agrees, sub- 
ject to legislative authority and availability of funds, and 
after consultation with the appropriate Norwegian authori- 
ties, to advise and assist the Organization and other Nor- 
wegian agensies concerned, both public and private, in 
developing and carrying out a productivity program and 
specific technical assistance projects, including the pro- 
vision of such technical assistance as may be requested by 
the Worwegian Government and as may be appropriate and 
authorized under the laws of the United States Government 
and approved by the Mutual Security Agency, In this con- 
nection, the iJonvegian Government agrees to furnish to the U.S. 
Government, on request of the Special Mission for Economic 



Cooperation, f u l l  information a s  t o  the s t a t u s  of programs 
and p r o ~ e c t s  c a r r i e d  out i n  fur therance of t he  objec t ives  
of t h i s  memorandum, including, when appropriate ,  aud i t  r epor t s  
of such operations,  

11, It i s  understood t h a t  d o l l a r s  a l l o t t e d  to the 
Norwegian Government w i l l  be avai lable  f o r  expenditure 
subjec t  t o  the  appl icable  provisions of law and the 
procedures and p o l i c i e s  r e l a t e d  the re to  concerning foreign 
a i d  of the  United S ta t e s ,  and the  provisions of the Agreement 
f o r  Economic Cooperation between the Norwegian Government 
and the Government of the United S ta t e s ,  dated Ju ly  3,  1948, 
a s  revised from time t o  time, 

12, It i s  f u r t h e r  understood t h a t  upon the  s igna ture  
of t h i s  memorandum of understanding, the Mutual Secur i ty  
Agency w i l l  make an allotment t o  the Norwegian Government 
of four  mi l l i on  do l l a r s ,  including the three hundred and 
twenty thousand d o l l a r s  r e f e r r e d  t o  above f o r  the OEEC agency, 
Signature of the  memorandum of understanding on the p a r t  of 
the  Norwegian Government is subjec t  t o  S t o r t i n g  approval, 
It is understood t h a t  should S t o r t i n g  approval not be 
obtained p r i o r  t o  June 30, 1953 the above-mentioned allotment 
w i l l  be rescinded,  

13e Should arrangements provided f o r  by t h i s  
agreement be terminated, including the Revolving Loan Fund, 
d i sposa l  of any funds remaining, including payments of 
p r inc ipa l  and i n t e r e s t  thereon which may accrue t h e r e a f t e r  
on loans from the Revolving Loan Fund, s h a l l  be determined 
by agreement be tween the Royal Norwegian Goveznment and 
the Government of the United S$ates ,  

/s/ Lars Evensen 

/ s j  Lloyd K ,  Larsc.1 
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The Section 1156k) Agreement 

With Turkey 

January 15, 1953 

My dear Mr, Gork: 

This i a  with reference t o  our conversation of January 5, 
regarding specia l  procedures necessary in the use of counterpart 
funds accruing from 81 mil l ion of grant  a i d  i n  addition t o  the 
$45 million minimum a id  figure which will be al located  to Turkey 
t o  implement Section 516 of the Mutual Security Act of 1951 a s  
mended, and Section 115(k) of the Economic Cooperation Act of 
1948, a s  mended. 

!Phe provisions of the above referenced a c t s  a r e  a s  follows: 

Section 516(a) of the Mutual Security Act of 1951 a s  amended: 
( ~ e x t  omitted here) 

A s  you w i l l  r e c a l l ,  we agreed i n  our discussions on Monday, 
January 5th, t h a t  we have several  preliminary s t eps  t o  consider 
i n  reaching a wri t ten  agreement f o r  the implementation of a pro- 
duct iv i ty  program i n  Turkey based on, or  having as ,  te rns  of re- 
ference the sec t ions  of the UoSo a c t s  quoted i n  the above, Among 
these s teps  are: 

a) A c lea r  understanding on the p a r t  of the Turkish Govern- 
ment of the conditions under which Moody a i d  of $1 mil l ion may 
be al located,  

b) Agreement of the Turkish Government t o  the following: 
Use of t h e  counterpart of the 81 mil l ion of "Moody" funds 

f o r  specia l  productivity program8 including i n d u s t r i a l  and agri- 
cu l tu ra l  productivity,  productivity education, t r a in ing  of labor  
and management i n  productivity -Lechniques and leadership, f o r  
management and labor seminars and the development of an effec- 
t i v e  productivity board o r  center ,  f o r  a productivity program i n  
the ex i s t ing  i n d u s t r i a l  and consumer goods production p lants  t o  
decrease cos t  of p:mduction and t o  share out tho savings i n  pro- 
duction cos t  w i t h  workera managements, and customere, 



c )  Agreement t h a t  s fundamental purpose of t h i s  par- 
t i c u l a r  program i s  the  improvement of the  workers8 stan- 
dard  of l i v i n g ,  

d )  Agreement in p r i n c i p l e  br the Turkish Government f o r  
t he  use of the TL 2,5Z030@0 (90% of t he  TL 2,800,000 equi- 
v a l e n t  of the  $1 mi l l i on  a i d )  as follows: 

TL 2,296,000 for p roduc t i v i t y  programs w i th in  Turkey 
and TL 224,090 as Turkey2s a l l o c a t i o n  t o  t h e  proposed C*EoEoC* 
Produc t i v i  t y  Agency. 

e) General Agreement t o  the  e s t a b l i s h e n t  of a mechanism 
through which e f f e c t i v e  s t e p s  can be taken t o  assure t h a t  
coun te rpar t  of t he  81  m i l l i o n  of grant abd w i l l  be used s o l e l y  
f o r  agreed purposes 

Might I suggest  t h a t  you explore  t h e  a t t i t u d e  of t h e  
Turkish Government on S;bese p o i n t s  and on the e a r l y  e s t ab l i sh -  
ment of a Trus t  f i n d  t o  handle "Moady C o u n t ~ r p a r t "  which 
would be administkred i n  a manner s i m i l a r  t o  the  Technical 
Assis tance  Trus t  Fund, I n  my judgment i t  nay be some time be- 
f o r e  we  w i l l  have c rea ted  an e f f ec t ive  P roduc t i v i t y  Center t o  
c a r ry  ou t  t he  program and a d n f n i s t e r  the funds. We might, 
t he r e fo r e ,  use a Trust  Fund t o  handle the  adminis t ra tZsn and 
t h e  expenses connc?cted wi th  i t  u n t i l  such time as  a Produc- 
t i v i t y  Center has  been c rea ted ,  

/ s /  M, L. Dayton, Chief 



Dear Mr. Dayton: 

I have the pleasure t o  inform yon of our agreement i n  
pr inc ip le  f o r  the  use of t he  TL 2,520,000 (90% of the  TL 
2,800,000 equivalent  t o  the  $1 mil l ion  a i d  as pro- 
posed i n  your l e t t e r  of January 15, 1953. 

After  studying the problem we have come t o  the conclu- 
s ion t h a t  some time w i l l  be needed i n  order  t o  c rea t e  an ef- 
f e c t i v e  Product iv i ty  Center t o  carry out the program and u t i -  
l i z e  the funds, 

Therefore, we deem i t  appropriate  t o  s e t  up a Trust  fund 
t o  handle the adminis t ra t ion and the expenses involved, u n t i l  
a Product iv i ty  Center can be created,  

I would l i k e  t o  inform you t h a t  we a r e  prepared t o  ear- 
mark TL 2,296,aoo f o r  the above mentioned Trust  Fund and TL 
224,000 as Turkey's a l loca t ion  t o  the  proposed O.E.E.C. Pro- 
duc t iv i ty  Agency, 

The f u t u r e  expenditures t o  be made from t h i s  Fund w i l l  
be mutually determined, 

I n  view of the  f a c t  t h a t  discussions f o r  determining 
the d e t a i l s  of the  Product iv i ty  Program w i l l  t ake  a long 
time and thus w i l l  no t  leave u s  enough time t o  program and 
u t i l i z e  the  $1  mi l l ion ,  I consider i t  appropriate  t o  s t a r t  
progrvnming the  81  mi l l i on  without any delay, 

Looking forward t~ your prompt and favorable  reply,  I 
remain, 

/s/ Raydar Gork 
Secretary General 



Dear Mr, Daytonr 

Recognizing the principles outlined in your letter of 
January 15, 1953: 

lo That the development of mutual security and of the col- 
lective w d  individual defenses of the Free World rest in large 
part on the establishment of a sound and expanding economy, cap- 
able of providing progressive increases in living standards, 

2. That this broad objective will be furthered by: 
a, Stimulation of free enterprise and the expansion 

of Turkish economy through equitable sharing of the benefits 
of increased production and productivity between consumers, 
workers and ownera, particularly in the field of small bueines- 
sss engaged in fabrication and distribution of consumer goods; 

b. hcouraging competition among free private enter- 
prises and by discouraging restrictive practices which seault 
in retarding production and increasing priaasg 

c, Encouraging the development and strengthening of 
fpee lab02 unions in Turkey, 

the 
ass 

My Government of 
counterpart funds 
stance to be made 

fers the agreement below, for the use of 
accruing from the $1,000,000 of special 
available under Section 115 (k) of the 

Economic Cooperation Act of 1948, as mended, and in accordance 
with the P I E " G . V ~ S ~ - O ~ ~ S  of the Mutual Security Ao% of 1951, as 
amended, 1% is understood that the program set forth in the 
agreement is designed to develop the experfenee, personnel re- 
sources, etc., of %.rkey in order that a productivity center 
can evenO~al%y be established and its puposes and related ac- 
tivities eff ectfvely carried OU';~ 

Mow, therefore, it is uxdesstood and agreed that8 

1, A special Praduction Assistance Account shall be estab- 
lished to which shall be transferred the 90% counterpart funds 
arising from the $f,OCO,OOO of special assZstance to be made 
available by USA uniier this program, There will a l s o  be trans- 



fe r red  to  the Special P~oduct ion  Assistance Account such coun- 
t e r p a r t  a s  a r i s e s  on account of Technical Assistance granted by 
the U.S. Government a f t e r  Janaary 1, 1953 as well a s  such other  
funds a s  may be t ransferred from time to  time, The funds i n  
t h i s  account a re  t o  be administered on the same bas i s  as  the 
exis t ing  Technical Assistance T r ~ s t  Fund. It i s  understood t h a t  
of the 90% counterpart funds, the counterpart equivalent of 
eighty thousand do l l a r s  w i l l  be a l l o t t e d  t o  the recently estab- 
l i shed European Productivity Agency and the balance w i l l  be 
used f o r  the program s e t  f o r t h  below, The loca l  currency equi- 
valent  of 16 of the do l l a r  allotment provided herein w i l l  be 
t ransferred a s  i s  the case of other do l l a r  funds under the Eco- 
nomic Cooperation Act of 1948, a s  amended, and the Mutual Secu- 
r i t y  Act of 1951, as amended, t o  the Special Account of the 
U.Se establ ished f o r  t h i s  purpose under Ar t i c l e  4 of the Agree- 
ment f o r  Ec~nom%c Cooperation between the Governments of the  
United S ta tes  and Turkey dated 1948. 

2, To permit the expeditious i n i t i a t i o n  of t h i s  program, 
the counterpart funds w i l l  be deposited immediately a f t e r  pro- 
curement authorizat ions have been issued, 

3. FLinds from the Special Production Assistance Account 
s h a l l  be used f o r  the following programs: 

a, A Management Training Program t o  be carr ied out 
i n  accordance with the attached Appendix A, f o r  which approxi- 
mately TL 5$0,000 are  t o  be earmarked, 

b, A labor t ra in ing  program t~ be car r ied  out i n  accor- 
dance with Appendix B f o r  which approximately TL 600,000 a r e  t o  
be earmarked, 

c, A portion of the funds to  be jo in t ly  agreed upon 
w i l l  be earmarked t o  develop l o w  cost housing and t o  a s s i s t  
housing c ~ o p e r a t i v e s  with a view t o  fntzoducing more e f f i c i e n t  
construction techniques and improved finances and administra- 
t i v e  procedures, 

d, The poss ib i l i ty  of a l so  using a portion of the funds 
f o r  loans o r  otherwise f o r  the deneLopment of small and medium 
consumer goods indus t r i e s  ell be examined, 

e. The amount of funds to  be used f o r  ttct' and 'Idt' im- 
mediately above and the terms and conditions applicable there to  
w i l l  be subject  t o  a l a t e r  jo in t  agseernent. 

4*  This program w i l l  be implemented by the appropriate 



Ministarias of -.the B ~ ~ k i s j a  Government %n co$$aboseotisn with 
MSA Special Miasion for Economic Cs~pera t ion  t o  Turkey under 
the poPicy guidance of a join% committea composed of %ha 
Ministries of Economy axad Csmerca, Exp20itatfon9 Lab02 and 
Education agd the Brganfeatisn fqr InLe~wa%iona% Economic 
Cooperation md the N~B.ua2 Se@wai%y Agencyo Full infoma- 
t i o n  as to the stat-AS o f  &be propama and the s u b a e c t ~  under- 
taken pur~uant t o  this agreement w i l l  be f ~ r n i s h e c l  through 
the j o i n t  e~mmittee t o  the MSA &ssioxe periodically as agreed, 
or on specla.1 occasions as req~ssted by the Mutual Saewity 
Agency Mission, 

5 ,  The Ooverment a$ the U ~ 5 ~ t e a  States ,  tP1EOo1~gb. $Be adSA 
agrees, ~ u b  j e c t  $0 the a-~&%labi.iXa.$ of fmrL.,&s and personmek, 
t o  a s s i s t  a d  %a@i.lk=ta%e -51s d.a.;;.s2.',op~an+s ox" $be Prod~~c%P.~l%y 
Program i n  Turkey by pswid-Eng laps2 request ~f rqy g o v a m m t  
such technical assistarice ZLE may be a g ~ ~ e p r i a t e  and atsthord.zad 
under the laws of .&ha gover~me,.a-&r o f  tbss Dm.ited S-bates, 

6. In order to implement fhclis program cxpeditiolauljr, we 
hereby request the MSA M i s s i o ~ . . ,  Pn oc(~azi.dans=a w i $ B  paragraph 
f i ve  (5) above, to take immediate atnps R o s  t h e  recruitment 
of  special% sttn required f a r  %ha Ma~lagemen t and. Labor T~alning 
Programs azad f o r  assisting Bn the devels~men% of the low cost 
housing p s s g r ~ m ,  6%-~aehe4 $0 this o.g:~aemex.~t are requests for 
the estab$';shznen.t of a.pprc;pr%aLe Taccw."cii7% A S S B S % ~ C ~  a ~ b ~ g d ~ t s ~  

7* 1% is ~anders%ood. that i~asd2aLaly after signing %hh 
agreern~ra8~ the WA yr r l " r1  &;Lo su?;,j%c% to %he %e'u"ms slnd eon- 
d i t ions  o f  tkis agreement, axd t h e  B?paad-lcas attached hareto,  
$l,OW,COO of Special  Asslr;%ano* %o T%Lrkeg, The do3.ler. sc 
a l l o t t ed  wf%.l be avaj.lable fa?? axpandi'$:~.r@ b~ubjec& %Q the ap- 
pl icable provisLon aaf Baw wad -k%e pzaceduree and p o l l c i e ~  
re la ted  csncernPng f'os.$ig&, a;iJ.k OF the UoS, an& the p ~ o v i s i ~ n s  
of the stg~eernent f o r  Ecs~.omlc Ca:zperation betweam the Govern- 
ment of !hrkey ar~d t'l2.s Urii*>ilzl S6,ates dated 1949 as rsv!.sed 
from time Lo tkme,  

8, 1% is pX-ed tha$ %he  fund.^ ma&3 r3~~i~a5Pa~~le under 
this agreement P Q ~  p;r,:~d:isc?.'.~+k~~ ;.-,,*le;;acta and g r ~ p a m s ~  w t l l b  be 
impleaented and. exec~ter?. 7r%-r,k2c -'YF:L~ 3i.e~trs 2-.? the &.ate of this 
agreement ao t h a t  a p.:od:r~ - %5+7~:'.4;i ::@rite:? =:on ei-efi%~~all,y be 
established, %rat3 ".$a :YL?.T:X ssa 2 ~ ~ 6  p a l a t  ~ a e t Z ~ i $ l  sas carried 
O U ~  a 



9, It i s  uaderstood t h a t  upon the termination of any par t  
of the progran covered by t h i s  agreement, disposal  of any re- 
maining funds s h a l l  be determined by agreement between the 
Turkish Government m d  the Govement  of the  United Sta tes ,  

If t h i s  agreement i s  acceptable t o  MSA for implementing 
the Section 115(k) of the Economic Cooperation Act of 1948, 
as amended, please indica te  your concurrence below, Y o u  sigraa- 
t u rc  w i l l  thereby cons t i tu te  the completion ~f t h i s  agreement, 

Sincerely byOUP8, 

A, Maydar Gork 



APPENDIX A 

OUTLICE.%E OF BBAMAGENENT TRAINING PROGRAM 

I, Turkish Government Parpticipotion, 

The Turkish Government w i l l  provide the coordination 
necessary t o  the successful cont inui ty  of an i n d u s t r i a l  edu- 
ca t iona l  t r a i n i n g  program, ! h e  QIEC w i l l  designate one f u l l -  
time l i a i a o n  representat ive,  one frsm the Ministry of Economy 
and Commerce and one from the Ministry of Exploi ta t ion t o  the  
Management Engineering Section of your Mission t o  a c t  on mat- 
t e r s  of  Technical Assistance, 

11, Education and Training Development Team. 

A six-man team of U,S, Management Engineera a.nB Manage- 
ment Training S p e c i a l i s t s  w i l l  come t o  Turkey t o  develop, 
under the d i r ec t ion  ~f your Management Engineering Section, 
the broad base for continuing the prog~am of i n d u s t r i a l  edu- 
cat ion and t r a in ing ,  This team w i l l  be charged with s p e c i f i c  
major ob ~ e e t i v e s ,  

111, Creation of a ProductivPt$ Center, 

The date  for the establishment o f  a Product ivi ty  Center 
may be l a t e r  mutually agreed upon between the i n t e r e s t e d  Mini- 
s t r i e s  and the MSA, as well as r e l ease  of funds from the Spec- 
i a l  Production Assistance Account f o r  the support thereof,  

I V ,  Top Management Seminars, 

This phase of the program w i l l  f i t  i n t o  the general ly  
es tab l i shed  pa t t e rn  previously developed under OeE,EoC i n  
other  European countries,  The team w i l l  be made up of top 
l e v e l  American i n d u s t r i a l i s t s ,  

V, Middle Management Training, 

On the b a s i s  of the enthusiasm t h a t  should Be generated 
by the semimar among top Turkish managers, i f  i s  p r o p ~ s e d  t h a t  
the cadre of s k i l l e d  t r a i n e r s  mentioned above 5 2  made,available 
e i t h e r  t o  ind iv idua l  i n d u s t r i e s  t o  t r a i n  d i r e s t l y  i n  p lan ts ,  or,  
i n  the major i n d u s t r i a l  centers ,  t o  t r a i n  e t h e r  t r a i n e r s  capable 
of p r ~ v i d i n g  evening o r  in-plant t rafnfrg  Lo l o c a l  i ndus t r i e s .  



APPENDIX B 

OUTLINE OF TIfE LABOR TRAINING PBOGBAM 

It fa proposed to t r a i n  approximately 300 s tudents  from 
the labor  movement and workers' representa t ives ,  t h i s  t o  be 
ca r r i ed  out by bringing i n  5 persons r ec ru i t ed  from the United 
S t a t e s  i n  the f i e l d  of workersv education, i,e.,  Labor manage- 
ment s p e c i a l i s t s ,  t rade union leadership t r a i n i n g  s p e c i a l i s t s ,  
t rade union adminis t ra t ion,  p r o h c t j - v i t y  s p e c i a l i s t ,  and one 
coordinator. I n  addi t ion t o  these 5 American s p e c i a l i s t s  8 
qua l i f i ed  Turkish teachess w i l l  be meded t o  f n s t r u c t  the 300 
t ra inees .  These teachers  w i l l  be chosen by the  Ministry of 
Labor i n  c ~ a p e r a t i o n  with t h e  Micis t ry  of Education, 

A period of 10 weeks i s  earmarked a t  the  ou t se t  of the 
program f o r  the b r i e f i n g  and consul ta t ion of these  teachers  
with the 5 labor  t s a in ing  s p e c i a l i s t s  to be brought t o  Turkey 
from the  United S ta t e s ,  

The t r a i n e e s  w i l l  be se lec ted  by the Minis t ry  of Labor 
a f t e r  consul ta t ion with the a f f ec t ed  agencies* 

It i s  proposed t o  carry out t h i s  program i n  5 cen t r a l  
provinces: Istar.buE, Adcars, Zonguldak, Iamir and Ceyhan f o r  
a period of 8 weeks i n  each of the c o n t ~ a l  loca t ions ,  

The courses t o  be given arc as f31Powsa1 

1, The t r ade  union movement i n  Turkey, its h ia to ry  and 
development, 

2, Trade union a d m i n i s t ~ a t i o c ~  %Ir.a,ncial records, m i n -  
u t e s  of meetings, e t c ,  

3. The t r ade  unionQs re la t iof iship t o  the  goyenunent9 
contact  with t h e  var ious  g o v e m e n t  agencies, t h e i r  func- 
t ions ,  e t c ,  

40 The t r ade  miones  relationship t o  the  community, wel- 
f a r e  organizat ions,  responyib i l i ty  t o  and p a r t i c i p a t i o n  i n  
the  communfty, 

5 Pa r l f  zmentary proceci~~re,  
6 .  How t o  eonduet union meetings arAd the  rank and f i l e e  s 

p a r t i c i p a t i o n  there in ,  
T o  Turkish labor  l e g i s l a t i o n ,  



8. How to process and handle grievances, process of 
medialion and conciliation, 

9. The working of labor tribunals and arbitrations, 
10, The Confederation's relation~hip to the syndicate 

and its constitution, and the individual union's obiiga- 
tions to its membership. The rights of the rank and file 
to elect leaders of their own choice. How to impeach them 
in case of violation of their duties and/or oath of office- 
or the replacement of a union leader before his term is com- 
pleted. 

11, Free trade union movement in the United States as 
against the communist-dominated unions behind the Iron Cur- 
tain. How to elect leaders under democratic principles. 

12, Social and recreational activities in labor unions. 
13, Building sound labor organization practice, The re- 

sponsibility of trade union leaders and representatives, 
14, LaborDs benefits and resp~nsibilities in increased 

productivity . Historical background for collective bargain- 
ing, 

15, Information on the methods of fixing wages in the 
U.S, job analysis and time study, 

All matters which are of interest to both labor and 
management will be given to the students of both labor and 
management conducted jointly by Turkish and American special- 
ist~ of the two programs under the policy guidance of the 
joint committee. These courses m a y  be aubject to alteration 
on the basis sf mutual agreement in the light of experience, 

The approximate cost of the program including studentsq 
reimbursement for last wages, teachersq salaries, printing, 
textbooks, etc, will be approximately TL 600,000. 
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Text of the Section 115 (K) Agreerila~lt 

With the United Kingdom 

"Your Excellency, 

I have the honor t o  refer  to  the conversations which 
have recently taken place between representatives of our two 
Governments relating t o  the Economic Co-operation Agreement 
signed a t  London on the 6th July, 1948, and t o  Section 9 ( c )  
of the Mutual Security Act of 1952 mending Section 115 of 
the Economic Co-operation Act of 1948. I have also the 
honor t o  confirm the understandings se t  out below, which have 
been reached as a resul t  of these conversations. 

1. The Government of the United Kingdom of Great Britain and 
Northern Ireland agree that the establishment of a sound and 
expanding econoqy capable of providing a progressive increase 
in l iv ing  standards is essential  t o  the development of mutual 
security and of the individual and collective defence of the 
f ree  world, and they believe that  a concrete programme, 
carried out i n  the United Kingdom pursuant t o  the provision 
of Section 115 (k) of the Economic Co-operation Act of 1948, 
as  amended and of the Section 516 (a) of the Mutual Security 
Act of 1951, as  amended, can make a significant contribution 
t o  the achievement of t h i s  objective. 

20 The Government of the United Kingdom are therefore glad 
t o  take t h i s  opportunity t o  put forward certain proposals f o r  
projects t o  be financed with funds deposited i n  the s p e c i d  
account i n  accordance with Article of the sa id  Economic 
Co-operation Agreement, such funds being the countezprt  of 
aid fund a l lo t ted  to  the  United Kingdom under Section 115 (k)  
of the Economic Co-operation Act referred to in paragraph 1 
above. They are  sa t i s f i ed  that increase in productivity can 
only be achieved by industrg. i t s e l f ,  and, i n  accordance with 
the emphasis placed by the Economic Co-operation act  and the 



Mutual Security A c t  on private enterprise, these proposals a re  
designed t o  meet the responsibility of Government to assist in 
the provision of services by which 'Industry can kelp i t s e l f  t o  
promote research necesswy f o r  this p q c l s e o  to  make what pro- 
vision it can t o  give industry encouragement t o  r a i se  its 
e f f i ~ i e r ~ c y ,  and t o  provide f o r  cooperative action between 
govenunetn8, management and babow, a s  t o  enable industry t o  
r a i s e  the national produl=%$cn 'bo new heightso Thus, some of 
the projects put forward d l  f o r  once- fo rd% expenditure on 
the endowment of university studies, resear& eontkacts o r  
equipment, o r  the initia.t ion of se~*ces f o r  5.nd~stx-y of a 
kind whim\ it is hoped hdustxy subsequently be prepared 
t o  f imnce f o r  it se l f  

3, !!!his p~ogrwune be pult in to  effect as soon as p a -  
s ib le  and i s  being planned on the basis that  the bulk of it 
w i l l  be completed witm two o r  three yeaxs, Estimates of 
the periods f o r  p a r t i a l m  j.Lems twe indimled in subsequent 
sub-paragraphs The p r o v e  consists of a nwnbcr of heads 
under each o: which projects am be worked out designed t o  
help to increase the a b i l i t y  a d  wil;ingwess f o r  Bri t ish fn- 
dustry -i;o proauce mder fW3Py ,a,ompetitive conditions t o  the 
mutual b e ~ e f i t  of employers and etnplAoye8 and of the consumero 
They are a s  f01:~ows: 

(a) Addsory Service-. To advise concerns, especially 
the smaller concerns, sn merganisatfon and production tech- 
niques with a view t o  increasfng produe-tixily and Bswering 
prices. The advisers might be members of -the s t a f f  of re- 
search o r  bushess orga~isa.Sisns Lf they speei&Ii sed i n  the 
problems of' p a r t i c c a r  hdus5;ries, or  rn5ght work under a n -  
t r ac t  for,  say, the bd-kish b,due-t;i-vity C e a s c i Z  or with the 
Department s f  ScfenkSRie and Industrial  Rescar& i f  they 
spec id l sed  in techniques appiiab3.e: -LO the whale of industryo 
It is belieired that theis ac-ki-~i'tj-es cxxLi6- be spread over a 
great part of indus-try and a g r j . c ~ i l t ~ c ,  

Estimated expend i tu .~~  du~k3.g z. penoC of two t o  three 
years of countargarL fm&s f r o m  $1.28 mo ($6;5? m. ) 

(b) ~~-gif 
_ t h e y  7 P - 2 -  the r ~ ~ i i c r . d  I- e c y ~ g ~ .  - This rzseprlsh would 



deal witfn, among other things, such matters as incentives I n  
indua t~y  o r  agriculture, the effects  of restrfclfve practices, 
and the relat ive efficiency of competitive and n~~nopol i s t i e  
enterprise. The progranme would range from rme&ca2 m r k  on, 
say design of machine controls and industr ial  fatigue problems, 
or  research in to  the soeislogy and social psychology of the 
relationships between employer, manageaent, and employed t o  
pure economic descriptive, s t a t i s t i c a l  and theoretical work on, 
fo r  instance, the structure of industry and the structure and 
practice s f  trade associations, trade unions and so one 
Special emphasis aroaald be given t o  applied research i n  these 
subjects, It would, i t  is hoped, provide information about a 
number ~f points touching the a t t i tude  of emrpEoyers and em- 
ployed t o  higher productiono Such a pmgrarmne would be carried 
out largely under contract by various bodies, including the 
ugiversftfes and economic, o r  sociological institutes,, the 
M t i s h  hsfkftute o f ~ e m e r a t  and other professional and 
learned bodieso 

(e) miofo This proposal includes the 
paomtion of studies in technolsgieal subjects a% various uni- 
vers i t ies  and t e c h i d  colleges, the training of staff' f o r  
courses fo r  supervisors, the provision of scholarships, in- 
cluding scholarships f o r  trade unionists, i n  management s u b  
jeetso Park sf  th i s  proposal might take the form s f  a con- 
tribution by endowment t o  the building up, recently anmuneed 
by the Govemnent of the U,Ke of a t  l eas t  one ins t i tu t ion  of 
un%versity rank devoted predominantly to the teaching andl 
study cf the various forms s f  t e ~ o l s g y ,  and the i r  application 
toprsduet%onproeesseao mese projects wouldnot only help 
to  f i l l  the gap between industr ial  and agricultural research 
and i ts prac t i  app8icatf on i n  the f a e t o q  and farm but also'  
would enable management and labour to  g d n  an appreciation of 
methob designed t o  increase productivity, 

Estimated expenditure i n  respect of (b) above during a 
period of three years and i n  respect of (c) above during a 
period of two t o  three years, of counterpart funds f m m  $2.8 me 
(L/ 1.0 m.) 

(d) -. It i s  proposed t o  give this programe 
wide publicityp emphsising the contrfbutfon iu; can make t o  the 



achievement of the objectives stated in the paragraphs 1 and 2 
a b v a  One effecthe method would be the organization of 
l o 4  conferences or the showing of exhibits, with the 
cooperation of industryo As a part of the publicity campaign, 
but also as par.$ s f  th.e ^,sa3aLng and education courses in 
p a r t i d a ~  tet5?Wques9 ~ g e m e n t s  would be made f o r  
facilitating the showing in factories, p ~ b l i a  halls, at 
canfemncea alrsd elsewhere9 of instructional films9 ineluding 
the films w h i c h  have been supplied by the Mutual Security 
Agenqp A small nmibesr of further films might be made i n  
this country on carefully &sera subJeelso The resul t s  of 
the research r e f e w d  to i n  ~ u b - p p ~ ~ q r . ~ ~ ~ h  (b) above would also, 
so far z.s i t  is gensrd'9-y a.pplBcable, be made avdlable t o  
mamagmento %.abow9 and the public generallyo 

Es t imted  expenditure during a period of two to three 
years of counterpart funds from $04 me (& 178 me). 

(e) 

1. It is proposed t o  set up arevolving fund of $2.8a0 
($ 1 me) t o  be used f o r  short-Low loans t o  industry f o r  equip- 
ment and r e o r g d z a l f o n  of plant, In appropriate cases these 
loans would be used t o  cny out the recommendations of the 
Anglo-America Comcif reprts o r  of the advisers refenred t o  
in s u ' p a r ~ p h  (a) a b o ~ e  ., Boducers, processors, and dis- 
tr ibutors  of foodstuffs and agricultural supplies, such a8 
fe r t f l f sa r s ,  and projects f o r  distribution and marketing of' 
agricultural products wc415Ld also be eligible, 

2, Ira the administ~ation sf the fbnd advice on the 
matters referrad to in s?~b-para~aph (3) below would be given 
by a w d t t e e  or c o d t t a e s  Lo bz created for that puxpose 
hduding mm'ers selected from such nations% organizatiors 
representing b t h  sides of industrj as the Federation of' 
B d t i s h  Indutsies,  the N a t i o d  Union of W&aet-m and 
the Trades Union Corgress9 pss551y through the WitisPI 
Produ~tivity @apsac%'ie !The medars would, h~mver, serve as 
individuda and not as representatives of the bodies f ~ o m  
which they were choseno Wdsanes o~ general poliqy would be 
given by the interdepartment& Committee herehd'ber re- 
f e n a d  toe 



3. The fund would be administered i n  acmrdance with 
terms which would provide, i n t e r  d i a ,  that l o a m  should be 
used to  increase production and productivity, with consequent 
lower prices to  ansumers, so a s  t o  promote an expanding 
econow capable of providing a progressive increase in stan- 
dards QP l iving, The importance would be stressed of d i n g  
these loans available t~ small and medimsized enterprises 
in order t o  increase the a b i l i t y  of industry t o  produce under 
fu l ly  competitive conditions: importmce would be attached 
to  ch@sosing sound firms l ike ly  to  be able t o  market t h e i r  
increased production, and t o  the necessity, i f  the loans were 
t o  have t h e i r  maximum u t i l i t y ,  of providing means whereby 
the knowledge and experience gained i n  suitable cases (such 
as those i n  whi& the money was spent on implementing the re- 
conmendations of a productivity report or  of the advisors) 
would be made available t o  others i n  a position t o  benefit 
f r o m  it and whereby the resul t s  achieved through higher 
productivity could be equitably shared. 

Estimated expenditure of counterpart funds from $2.8 m. 
(@.om.). No periodhas been set  f o r  t h i s  operation. 

(f) The Government s f  the U.K. w i l l  be prepared te 
play i ts part  i n  a productivity agency t o  be established by 
the Organization f o r  European Economic Cooperation. 
Estimated expenditure during a period of three years of 
counterpart funds f r e m  $0.72 m. (g0.254 m. ) 

(g) The balance of the counterpart funds t o  be provided, 
$0.9 m. ($0.321 m.) w i l l  be distributed, i n  agreeqent with the 
Special Mission t o  tho US. of the M u t d  Security Agency, 
among those progects within the above programme on which it 
would most effectively be used f o r  expenditure within the 
periods indicated i n  the appropriate sub-paragraphs, 

Since the foregoing programme covers a wide range of 
subjects and inarolves a considerable nmber of government 
departments, the various ac t iv i t i e s  will be coordinated bgt 
an inter-departmental C o d t t e e ,  This C a d t t e e  w i l l  be charged 
with the duty of seeing that  the  fun& ~ l % o t L e d  ax-? used in 
c o n f o d t y  with the propaxme set out above, or ar41. changes 
subsequently agreedl between usP for giving g e n e ~ - d  guidance 



in the administration of the loans referred to in sub-paragraph 
(e) of paragraph 3 above for carrying out forward planning, and 
for the publicity programme referred to in sub-paragraph (d) of 
paragraph 3 above. It will also be a functfon of the inter- 
departmental Commit%ee to provide the Special blission to the UeKa 
of the BlSA with periodic reports of progress under the programme 
so that you may be regularly and fully informed of what it achieves, 

5. It is understood that the deciaion as to the industries 
or branches of agriculture in which loans would initially be made, 
as to the general categories of expenditure under the other 
sections of this programme, and as to the objscts of any permanent 
endowments will be taken in consultation with the Special Bllissfon 
to the U.K. of the USA. 

6 On the termination of a project or programme referred 
to in this note, including the revolving loan fund, disposal of 
any funds remaining, including any payments of principal and 
interest thereon which may accrue thereafter on loans from the 
revolving loan fund, shall be determined by agreement between 
the Government of the United States of America and the Government 
of the U.K, 

7. The amount and timing of dollar allotments to be made 
and the terms and method of deposit and distribution of counter- 
part funds under this programme, together with certain procedural 
arrangements, are contained in the annex to this note, which 
shall be deemed to be an integral part thereof, 

8. The Government of the United Kingdom consider this 
programme to be of real importance and capable of amking a 
significant contribution to the objectives of the Economic 
Cooperation Act and the Mutual Security Acts, which they up- 
hold in common with the United States Government, They will 
encourage and facilitale, by all appropriate means, the widest 
possible participation by firms, agencies and institutions in 
this programme, 

I should be glad if Your Excellency would confirm that the 
above understandings are also acceptable to the Government of the 
United States of America, 

/s/ Anthony Eden 



1. The G o v e m w t  sf the U d t c B  States w5ll &i10% $9 millPon 
to the United Kingdom GOvement during the United States fiscal 
year 1953 to out the terms of this note, in aceordarnee 
with established procedures for %be a1lotnen-t of other dol lar  
assfstanee under the Mutual Security Act sf 1951, as amended, 
These dollars  w%EP be available f o r  general programme procure- 
ment the established Pm~wernent Authority procedure 
governing the expenditure sf other d ~ l 1 . m  assistarnee made 
available by the U ~ t e d  States Government under the said Act, 

The above s m  w i l l  be aPPotJce& as foPPows: 

(a) A t  the date of the signature of t h i s  note: $5 million. 

(b) Three months a f t e r  the date of the signature of t h i s  
note: $ 3 2 8  mi1PSsn. 

( c )  Upqn the b-~z-ent of the Unfted Xingdom becoming 
a party to the productivity agency t o  be estab- 
lished by the O r g d s a t f o n  f o r  European Economic 
Cooperation provided that SU& agency is estab- 
lished: $72 millisno 

2a The Government o f  the United ~ d o m  agree that  the l o d  
currency e ~ u n t e q a ~ f ,  deposits made by t h e m  whf ch d l %  accrue, in 
accordance with the pmvisfon sf  Article IV sf the Economic 
Cooperation Agreement between the Govemew~xs 0% the United 
Kingdm of Great I3rPLa.h m d  Northem beBm8 and the United 
States  of America of the 6th July, 19&8, as the c o u n - t e ~ ~  
fund of the afore  mentioned dollar assistance sha2.1 be dealt  
with as follows: 

(a) I. On the initial allotment of t h e  dollars r d ' e m d  
t o  in  pakagrrph 1 above, a separate rj"~ted ~tates/United K h g d o m  
fund w i l l  be establishedl, t o  w h i c h  d l %  bs t;~msf'en-eii 'i re l oca l  
currency equivalent to 90 per cent of .Zhc sai6 and sucwsaiare 
d[o$lar &Pa%ments, 

11, The loca l  currency equ5"~paPent of " 9  cent of 
the dol lar  dlstments  made in accordance w5tk I  -'*%\" -:. note will be 



tsansfemed, as  fs the case with otker Sollar assistance under 
the Mutual Security A c t  of 1951, as  amended, t o  the account of 
the Govennment of the Unite6 States, 

111, To the e,xtent that money is needed before actual 
a c d  of counterpart funds in accordance with this  note, 
transfers w i l l .  be effected from the existing general 90 per 
cent counterpart account or from other  resources of the Govern 
ment of the Udted Kingdomo 

. The taatss and amonmts of such transfers of 
funds Kill be specified in the formal Mutual Security ~gency/k 
le t ter  d lo t t i i - g  doLlazms i n  accordance with thf s no t e e  

(b) The Gcveznment of the Uscited Kingdom w i l l  transfer 
t o  the special M d s  referred to  in sub-paragra3h (a) of t h i s  
p-graph an a d d i t b o d  amount sf local c-mency equivalent t o  
#900,300 derived froin r o ~ t e r p a r t  deposits agaizst Technical 
Assfstace dollaxs expen$&ed in the U ~ h d  States f i s d  yeas 
1953. To the extent that mney i s  needed before actual 
acczmal of the said c ~ ~ ~ t e q a r t ,  transfers will  be effected 
from the existing general 90 per ceat c o m t e ~ ~ t  account o r  
f r o m  other resot ices  of the Go~7e:maw-t of the United Kin@m. 

( c )  Releases of c m t e r p a r t  Pads fom such special 
United ~ t a t e s / ~ n i t e d  Kingdom fund shall be made o a f  t o  
a p e d  agencies wkich  lhave ~espc~asib-ilit  i e s  i n  comec5ion 
with the app,-~ved pmgrame in accorcknce with established 
procedtma govemxi?4 releases of counterpart fmqds from the 
90 per e a ~ t  ~ 3 ~ 5 e r p a r n Z  Pm2. 

3. The revol~zLng loax fuz~d, ref erred to i n  subparagraph 
(e) of pazagrap1la 3 of -kMs H ~ t a  will. draw its i ~ l i t i a l  P i  
from the Spe cial United State~,~cTnited Kingdom Pud, relemed 
to  in s ~ ' $ - p ~ ~ ~ h  ( c )  of paragraph (2) abow . !l%e Mtial 
loam fmm thds r e v 0 1 ~ i g  fwhd s1aal.l be made i z ~  accodaaa  
with the p r o v i s i o ~ ,  par tic^ mly s a ~ - p z r a p a p ~  (e ) of 
paragraph 3,  o f t h i s  Note. Any paymexts on loms made from 
the aid fund and aqy net izte;-est earnings ~ M c h  may accrue 
in mmect%oa with such. Lozlras w t l l  liLw,f",se be use2 t o  make 
further loans in accordance with su713-°~=agraA& ( c ) .  

4, The to ta l  ammt of f'unds e ~ e n & e d ,  i n  accordance with 



thia Rote, i n  the f i e l d  of agriculture vdli n,:t axceed 36 pez 
cent of  the local  currency fmde  which w i l l .  be ti'l~ailable i a  
accordance with i ts  termso 



I have the Bsnar t o  acknowledge the ~ e c s i p t  of Y o - a  
Excellencyee Bote Noo of today's data, i n  which you r s f e r  
t o  $he conversations which B a ~ e  recently taken place between 
rspresentalivea of o m  two Qsvasmante r e l a t i n g  t o  tha Eco- 
nomic Cooperation Agreement eigged at London on the 6th July, 
1948, an amended, and 90 Seo%im 9g(o) of' the Mutaaal Security 
let of 194.8, as seabed, a d  P a  w u o h  JQU also confirm certain 
~ d e s a 8 , ~ ~ z g ~  which have be0x.1. reached a8 a r e s u l t  of these 
eonversa t~~sns ,  T h e m  m d e ~ s % m U n g ~  are  88% for$h i~ eight  
numbered paragraphs of' $Bas Be3,e and in four numbered pasa- 
graphs of %he Amex tber@%o, w M ~ h  i m  deemed t o  be en i n t e g r a l  
p a r t  thereof* 

In reply I havs the  hsaa~ %a eonfirm %hat these under- 
etmdlnge a8 ~9aaS forth Baa the numbered pazagrapha 0% your 
Note, Snaladiag 14s Annex, also  ~eprwaent  the raaderstandinga 
of $he Qovermnea% sf the United Sta tes  of  America6 

Please aocept, Sir, %be aenme& amurmcea of my highest 
coae ida~a$ iasOm 
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ORGANISATI ON FQR EUROPEAN 
ECOlIO&IIC CO-OPERATI ON 
- . w r -  

Par i s ,  27th Yuro; ,  1953 

~ ( 5 3 ) 8 1  ( a s  amended) 

Scale 1. 

O r ,  Engl, 

co-m@IL 

D X C I S I O N  OF THE COWCIL 

2ONCEEWIMG THE ESTABLISWT OF A 
EUBO?EAN PRODUCTIVITY AGENCY ., 

(bdop%ed hy the Council a t  i t s  209th Meeting, 
on 24th March, 1953) 

The C0tancS.l. 

H a r r i . a g  regard t o  Ar t i c l e s  2,8, 13(a) and 15(c )  of the 
Con;-ej;tio.n f o r  Elropean Economic Co-operation of 16 t h  April ,  
1948 (hereinafter r e fe r red  t o  a s  the re on vent ion"); 

Hwing regard t o  Supplementar3 Protocol Nos, I and II 
t o  t h a t  Convention; 

Considsring t h a t  under the sa id  Convention the Member 
count r ies  have pledged themselves, f o r  the attainment of i t s  
aim, t o  promote with vfgour, bo%h indiv idual ly  and co l l ec t ive ly ,  
tho development of production though e f f i c i e n t  use of the 
resources a t  t h e i r  command, and by making the f u l l e s t  and most 
e f f ec t ive  use of t h e i r  ava i lzb le  manpower; 

Considering t h a t ,  i n  conformity with the provis ions of 
the United S t a t e s  kI'i.x=~ual Securi ty  Act of 1951 a s  amended and, 
i n  p a r t i c u l a r ,  uv.".-;h Sections 115(k) and 516(aj of t h a t  Act, the 
Government of %he United S t a t e s  of America has indica ted  i t s  
wil l ingness  t o  provide f inanc ia l  a i d  t o  the Organisation towards 
the attainment of the same aim; 



Considering the need to promote an expanding economy 
as the source of economic strength and of improved living 
standards in Europe; 

Realising that ultimately increase in productivity can 
be attained only in individual enterprises - be they in 
industry, commerce, or agriculture - and that national produc- 
tivity centres, whether private or governmental, have a great 
part to play in this respect; 

Desirous of establishing, to these ends, within the 
framework of the Organisation, a European Productivity 
Agency, whichg in accordance with Article 12(a) of the 
Convention, would draw up and promote a European Produc- 
tivity Program with a view to preparing and implementing the 
collective action and facilitating, promoting, and co-ordina- 
ting the individual action of the Member countries in the field 
of productivity; 

Having regard to the Report of the Ad Hoc Working Party 
of the Council of 12th March, 1953, on the European Produc- 
tivity Agency B(53)6Y; 

Having regard to the Resolutions of the Council of 16th 
and 20th March, 1953, concerning that Report; 

Having regard to the Report of the Productivity and 
Applied Research Committee of 18th March, 19536(53)847; 

On the proposal of the Productivity and Applied Research 
Committee; 

DECIDES : 

Article 1 

Europearn Productivity Agency 

There is established hereby within the framework of the 
Organisation a European Productivity Agency (hereinafter 
referred to as the'!Agency"j. It shall be operated under 
the autho2ity of the Council by the Productivity and Applied 
Research Committee (hereinafter referred to as the  ommi mi tteett) 
and the Secretary-General, assisted by an Advisory Board. 



A r t i c l e  2 ,  

Purposes of the A~ency,  

( a )  The purposes of the Agency, i n  conformity with 
Ar t i c l e  i2(a) of the Convention, s h a l l  be to  seek, develop, 
and promote the  most s u i t a b l e  and e f f e c t i v e  methods f o r  incrsa-  
sing product iv i ty  i n  ind iv idua l  en te rp r i se s ,  i n  the var ious  
sec to r s  of economic a c t i v i t y  i n  the Member count r ies ,  and 
aver the whole f i e l d  of t h e i r  economies, To t h i s  end, i t  
s h a l l  undertake and promote measures tending t o  the acceptance 
and adoption of the bes t  and most modern techniques and to the 
removal of factors l i m i t i n g  the i r  adopt ion ,  

(b)  In  carrying out these purposes the Agency s h a l l  be 
guided by the  p r inc ip l e s  t h a t  competition should be encou- 
raged whila any business p rac t i ces  which r e s u l t  i n  decreased 
produc%fon and higher p r i c e s  should be discouraged; t h a t  t h e  
bene f i t  obtained through an increase  i n  product iv i ty  should 
be shared t o  the  mutual b e n e f i t  of consumers, owners and 
workers, and t h a t  co-operation of management and labour 
organizat ions,  where there  i s  goodwill on both s ides ,  w i l l  
promote these purposeso 

( c )  I n  the  attainment of i t s  purposes the  Agency s h a l l ,  
i n  agreement with Member or  Associated Governments concerned, 
co-opera-be wi th  and seek t o  s t rengthen a ~ d  support  na t iona l  
and i n t e r n a t i o n a l  organisat ions having the same purposes, 

(d)  For the  attainment of the purposes of the Agency, 
the Council s h a l l  adopt each yeas  a Pyogramme of Action f o r  
implemen%ation by the Agency, 

A r t i c l e  3 0  

Product iv i ty  and AppLied Research Committee 

(a) The Committee s h e i i  be concerned with a l l  mat ters  
r e l a t i n g  t o  the  purposes of  the Agency. It s h a l l  consider 
general quest ions of psl icy i n  mat ters  of product iv i ty  and 
make appropriate  p r c p ~ s a l s  t o  the  Council, It s h a l l  have, 
i n  p a r t i c u l a r ,  .;b powers and tasks  defined i n  paragraphs (b )  
( c )  and ( 8 )  of ..this A r t i c l e  and s h a l l  exerc ise  such o ther  



powers as may be delegated to it by the Council, It shall 
exercise its functions in accordance with the Decisions and 
Resolutions of the Council. 

(b) The Committee shall approve Projects proposed under 
the Programme of Action for the Agency in accordance with 
Article 5(b) (ii). 

(c) The Committee shall consider and transmit, with 
its comments and conclusions, to the Council 

(i) The Prog~amme of Action for the Agency 
submitted by the Secretary-General; 

(ii) The estimates for operational expenditure 
which form part of the Budget of the Agency; 

(iii)~ro~osals of Projects which require the 
approval of the Council in accordance with 
Article 5(b) (i). 

(d)  Decisions of the Committee relating to the approval 
of a Project referred to in paragraph (b) of this Article 
shall be taken by a majority of its Members present and voting, 
provided always that 

(i) The Member within the territory of which the 
Project is to be carried out may object to its 
approval; m d  that 

Any Member may request the Committee that the 
decision on such a Project should be taken by 
the Council on the grounds that it seriously 
affects the interests of that Menber or of the 
Organisation, It shall set out these grounds 
in a Memorandum submitted at the time the 
request is made. Thecommittee shall report 
on the Project to the Council which shall 
consider the matter within a week from the 
date of the rsquest, 

(e) The Committee shall make each y e a r  a r e p o r t  t o  the  
Council on the activities of the Agency, 



(f) The Committee may set up such sub-committees and 
working parties as are required for the performance of its 
f urns ti ons, 

Advisory Board. , -- 
(a) The Advisory Board shall consist of members 

appointed by the Council every two years on the proposal of 
the Committee, choseri in their personal capacity and not as 
representatives of Governments or specific naBional or inter- 
nationd interests or inskLtu%ions, from among nationals of 
Member or Associated countries who have a high standing in 
the field. 2-:' prlaductivf4yo The Committee shall from time to 
time make proposais to the Council as Lo the number of members 
of the A d v i s ~ ~ y  Boardo 

(b) The Advisory Board shall advise the Committee and 
the Secretary-General on the work of the Agency, and, in 
partict??.ar, Jn its public relations and its long term policy, 
It may report through the Committee to the Council, 

(c) The Advisory Board shall meet at least twice a 
year, 

Article 5 ,  

(a) As part of his functions under the Convention, the 
Secretary-General shall ensure the elaboration. and execution 
of ProJec-bs in implementalioxi o f  the annual Programme of 
Action for the Agency, 

(b) For the execution of such Proejects the Secretary- 
General shall seek %he approval of 

(i) the Council, if the estimated cost of the 
Project exceeds 

3- 70% of the total budgetary allocation 
to the subJec& und.er which it falls; or 



2, 159000,000 Fro francs; 

whichever represents. the larger amount; and of 

(ii) the Committee, if the estimated cost of the 
Project exceeds 

1, a percentage of the total budgetary 
allocation to the subject under which it 
falls, which shall be determined in the 
Budget of the Agency for each subject but 
which shall n o t  be less than 5%; or 

2, ~,000,080 Fr, francs; 

whichever represents the larger amount, 

(c )  The Secretary-General shall seek the confirmation 
of the approval by the Committee or the Council, as the case 
may be, if after prior approval, he considers that in the 
light of subsequent events the expenditure chargeable to 
the Budget is likely to exceed by 20$ or more the original 
estimate. 

Article 6 ,  

Special Assets of the Agency 

(a) The expenditure of the Agency shall be defrayed from 
special assets of the Organisation which are earmarked for the 
Agency. They shall consist of 

(i) allocations made from the assets of the 
Organisation to the Budget of the Agency; 

(ii) contributions made by the Government of the 
United States of America to the Organization 
for the Agency; 

(iii)special contributions made to the Organisation 
for the Agency by the Goverrunents of the 
Member countries; and 



( i v )  other  cont r ibu t ions  made t o  the Organisation 
f o r  the  Agency, 

(b). The Secretary-General s h a l l  be authorized: 

(i) t o  rece ive  f o r  and on behalf of the Organisation 
funds, cont r ibu t ions  or  o ther  a s s i s t ance  
dest ined f o r  the  Agency from any of the  sources 
ind ica ted  i n  paragraph (a); 

(ii) t o  en t e r  i n t o  commitments i n  r e spec t  of ,  and 
t o  make expenditures from, the spec i a l  a s s e t s  
of the  Organisation earmarked f o r  the  Agency 
for the implementation of  i t s  Programme of 
Action as authorized by i t s  Budget. 

Budget and Accounts 

(a) The es t imates  of expenditure of the Agency 
( r e f e r r e d  t o  i n  t h i s  Decision as i t s  "~ud@;e t " )  s h a l l  form 
part of the Budget of t he  Gzganisation and s h a l l  be composed 
of two pa r t s :  

( i )  es t imates  f o r  operat ional  expenditure of t he  
Agency; and 

( i i ) e s t i m a t e s  of a l l  o ther  expenditure. 

( b )  The accounts of the  Agency s h a l l  form p a r t  of t he  
accounts of the  Organisation, 

A r t i c l e  8 

A r t i c l e s  1 t o  8 of t h i s  Decision s h a l l  be r e f e r r e d  t o  
as the  "Conscti t u t i o n  of t he  European Product iv i ty  Agency". 

A r t i c l e  9 

Tbe provis ions of t h i s  Decision s h a l l  take e f f e c t  a s  
from 1st May, 1953. 



The Council ahal l  rarlsr the provisions of thie 
Decision a year after the Agenq has begun its activities. 



June 15, 1953, 

The Honorable 
Robert Marjolin 
Secretary General for O.E.E.C. 
Chateau de la Muette 
2 rue Andre Pascal 
Paris XVI 

My dear Mr, Marjolin: 

1. I am advised that the Council of the Organization for 
European Economic Cooperation on March 25, 1953, determined 
to establish within the Organization as of May 1, 1953, 
subject to the policy and political control of the Organi- 
zation, a European Productivity Agency, It is my understand- 
ing that the purposes, powers, functions and responsibilities 
of the Agency are those set forth in O.E,E.C, document ~(53) 
81, as amended June 15, 1953, Accordingly, it is our under- 
standing that the powers, functions, and responsibilities of 
the Agency are in all respects consistent with and will 
promote the purposes and objectives of the related United 
States legislation, namely, Section 115(k) of the Economic 
Cooperation Act of 1948, as amended, and Section 516(a) 
of the Mutual Security Act of 1951, as amended, which is 
the legislation pursuant to which the United States is 
authorized to contribute funds to the Agency, It is my under- 
standing that the Agency is to assume active leadership in 
establishing and directing in Europe a program for the in- 
crease of productivity in that area as a means of augmenting 
production, supporting greater economic strength, and secur- 
ing a higher standard of living for all, 

It is my further understanding that Member countries 
propose to make contributions, which it is hoped will reach 
a total value of around $7,500,000 to the Agency to carry 
out the purposes and objectives noted above, that the Organi- 
zation itself proposes to furnish certain support for the 
Agency's activities from its general budget and that the 
Agency will be authorized to accept contributions from non- 
governmental sources, 



2. As you may know, Section 115(k)(2) of the Economic Co- 
operation Act of 1948, as amended, authorizes the Director 
for Mutual Security to transfer a sum not exceeding 
$2,500,000 to the Organization for European Economic Co- 
operation to be used on terms and conditions to be specified 
by the Director, in order to promote the objectives of 
Section 516(a) of the Mutual Security Act of 1951, as 
amended. On behalf of the Director, I am authorized to 
inform you that, in the light of the formation of the Agency 
-~~ith the objectives noted above, the United States Govern- 
ment is prepared to trbnsfer to the Organization for the 
exclusive use of the Agency, up to $2,500,000 under the 
following terms and conditionsr 

(A) The Agency will. use the funds so transferred in accord 
with the provisions of the decision of th.e Corincil erl)- 
bodied in 0.EoE.C. document ~(53)81, as amended June 15, 
1953. 

) Pember countries of the Organization shall contribute 
for the use of the Agency and without conditions other 
than those specified in ~(53)81, as amended June 15, 
1953, currencies of which, without further governmental 
agreement, a portion equivalent to the United States 
dollar contribution may be freely transferred to any 
country within E.P.U. monetary area. 

(c) The contributions of the United States ana Member 
countries under (a) and (b) shall so far as possible 
be used to support a programme of approximately three 
years' duration. 

(D) These contributions by the United States and member 
countries shall be used in part to carry out producti- 
vity projects in the field of food and agriculture. 

(E) The funds held by the Organization for the account of 
the Agency will be treated as international funds and 
will be held in such manner so that such funds shall 
not be subject to garnishment, attachment, seizure, or 
other legal process by any person, firm, agency, corpora- 
tion, organization or government. 



(F) Reports on a quarterly basis shall be provided the 
United States Government describing the astivities 
undertaken and the details of its financial activities 
during the quarter under review. The Agency will also 
make adequate arrangements for the provision to the 
United States Government of information on a current 
basis as to the activities of the Agency, 

A comprehensive financial report shall be provided 
on an annual basis under the auditing procedures of 
the Organization and certified by a public accounting 
firm selected by it, Such report will be forwarded to 
the United States Government within one hundred and 
twenty days after the termination of the fiscal year 
to which the report applies, 

The intentions of the United States Government ex- 
pressed in this letter are based on the terms and 
authority of the Agency as now specified and the actions 
of the United States Government in assisting the Euro- 
pean Productivity Agency must, like all other actions 
taken by the Government in furtherance of the Foreign 
Aid Programs of the United States, be taker1 in conformity 
with the intentions of the Congress of the United States 
as specified in the related enactments, including Section 
516(a) of the Mutual Security Act of 1951 as amended 
and Section 115(k) of the Economic Cooperation Act of 
1948 as amended. In consequence, the United States 
Government expects that any decision modifying the pur- 
poses or functions of the Agency that is made during 
the period of United States assistance to the Agency 
would not be made without prior concurrence of the 
United States. 

(H) In the event that the Organization should liquidate the 
Agency, or alter substantially its purposes or functions 
without concurrence of the United States Government be- 
fore the funds committed by the United States hereunder 
and the counterpart funds committed by the member 
countries have been fully expended, actual expensesof 
the Agency during its existence together with necessary 
expenses of liquidations shall be apportioned among the 
contributing countries, including the United States in 



proportion to the amount commited by them to the Agency, 
 hereafter, the remaining funds committed to the Agency 
will be put to such use by or through the organization as 
will further the purposes for which the European Pro- 
ductivity Agency was established as the Organization for 
European Economic Cooperation and the IJnited States shall 
agree, or, in the absence of agreement and upon notice by 
either, the O,E,E.C, or the United States, the Organization: 

(i) shall make no further withdrawals from the special 
account in the U S e  Treasury referred to in para- 
graph (1)(ii) below, and any further balance 
remaining in the account shall revert to the 
United States, 

any amount remaining from funds committed by the 
member countries (as referred to in paragraph 
2(b) above) shall revert to the respective con- 
tributing ..countries to be expended in accordance 
with the provisions of the agreements between 
these countries and the United States relating 
to aid furnished pursuant to Section 115(k) of 
the Mutual Security Act of 1951, as amended. 

(I) The dollar contribution of the United States will be 
made available under the following procedurest 

(i) The Secretary-General of the OEEC shall certify 
to the Mutual Security Agency that the European 
Productivity Agency has been established, and 
request issuance, prior to June 30, 1953 of a 
Technical Assistance Authorization for $2,500,000. 

(ii) Upon certification by the Secretary-General of 
the OEEC that Member countries of the Organization 
have committed themselves to contribute for its 
unrestricted use in accordance with ~(53)81, as 
amended June 15, 1953, currencies which may be 
fully transferred to any country within the EPU 
monetary area in any amount at least equivalent 
to any contribution requested of the United States, 
the United States will from time to time through 
30th June, 1953, deposit in a special United States 



Treasury account i n  the  name of the  Organization 
f o r  t he  use of the  Agency a sum o r  sums of d o l l a r s  
equal  t o  such requested con t r ibu t ion ,  bu t  i n  no 
event exceeding a t o t a l  of $2,500,000. 

( i i i )  Withdrawals from t h i s  account i n  ins ta lments  not  
exceeding $250,000 each may be made by OEEC upon 
c e r t i f i c a t i o n  by a duly author ized o f f i c e r  of the  
Organization t ha t :  

( a )  Funds a r e  t o  be used s o l e l y  f o r  purposes which 
a r e  included i r l  t h e  program and budget of t h e  

ency which a re  i n  conformity wi th  paragraph 
A )  of t h i s  l e t t e r .  

(b) Total  withdrawals from t h e  United S t a t e s  
Treasury account ( inc lud ing  the  i n s  talment 
i n  ques t ion)  do n o t  exceed by more than 
$500,000 a c t u a l  expendi tures  from the funds 
con t r ibu ted  by member c o ~ ~ t r i e s ,  which may 
be f u l l y  t r a n s f e r r e d  t o  any country wi thin  
t he  EPU monetary a r ea ,  

( c )  The funds requested a r e  requ i red  t o  meet 
cu r r en t  EPA commitments, ob l i ga t i ons  an& 
needs. 

Upon r e c e i p t  of a c e r t i f i c a t i o n  i n  the  above terms, 
money w i l l  be t r a n s f e r r e d  t o  a s p e c i a l  acccunt of 
the  Organization m;iintained s o l e l y  f o r  funiis of t h e  
Agency i n  such deposi tory  bank as s h a l l  be des ignated 
i n  the  c e r t i f i c a t i o n  by the  Organization. 

3 .  If the  OEEC i s  prepared t o  accept  the  condiLions app l icab le  
t o  t h e  con t r i bu t i on  and d e s i r e s  t o  reciuest a Technical  Ass i s t ance  
a u t h o r i s a t i o n  a s  i nd i ca t ed  i n  paragraph ( 1 ) ( i )  above, I should 
apprec ia te  your adv is ing  me of t h i s  a t  your e a r l i e s t  convenience, 
on o r  before  June 15, 1953* 

Sincerely  yours ,  

/./ V i l l i a m  Lo B a t t  
Acting Deputy f o r  Economic A f f a i r s  



i j t h  June, 1953 

The Honourable William L. Batt, 
The Acting Deputy for Economic Affairs of the 
United States Special Representative in Europe 
P a r i s  -- 
Sir, 

I have the honour to acknowledge herewith, on behalf 
of the Organization for European Economic Cooperation, the 
receipt of your letter of 15th June, 1953, concerning the 
transfer to the Organization for the exclusive use of the 
European Produo-tivity Agency of 2,500,000 U.S. tiollars, on 
the terms and conditions set out therein. 

This letter was, as you are aware, considered by the 
Council of the Organization at its meeting held today, 
and in pursuance thereof the Council adopted the Decision 
concerning the Financing of ths Europeavl Productivity 
Agency, a copy of which I beg to enclose herewith. 

The Council welcomed the proposals made by you and 
has, by the terms of this Decision, instructed me to accept, 
on behalf of the Organization, the offer contained in your 
letter as well as the terms and conditions laid down in it. 

I have the honour to be, Sir, 

Your obedient Servant, 

Robert Idarjolin 
Secretary-General 



ORGANISATION FOR EUROPEAM 
ECONOMIC CO-OPERATION 

COUNCIL 

Paris, 18th June, 1953 

~(53)153 (Final) 

Scale 1 

Or, F'r./zngl. 

DECISION OF THE COUNCIL 
i 

CONCERNING +HE FINANCING OF 

THE EUROPEAN PRODUCTIVITY AGENCY 

(bdopted by the Council at its 216th Meeting, 
on 15th June, 1953) 

The Council 

Having regard to Articles l3(a) and (b) of the Convention 
for European Economic Co-operation of 16th April, 1948; 

I 
Having regard to the Decision of the Council of 24th 

March, 1953, as amended concerning the Establishment of a 
European Productivity Agenc (hereinafter referred to as the 
" ~ ~ e n c ~ " )  ~(~3)81(Final)fand, in particular, Article 6(a) 
of that Decision; 

Considering the Letter addressed on 15th June, 1953, by 
the United States S ecial Re resentative in Europe to the 
Secretary-General $(51)15$ in which he states that the 
United States Government is prepared, on certain terms and 
conditions, to make a contribution to the Organisation of an 
amount not exceeding 2,500,000 United States dollars, converti- 
ble into any currencyj to be used for the purposes of the 
Agency, which shall be made available to the Organisation pro- 
vided Member countries commit themselves to make contributions 



for those purposes, in currencies fully transferable within 
the monetary area of the European Payments Union, which, 
in their aggregate, amount at least to the contri-"ution to 
be made by the United States Government; 

Considering that these contributions are intended to 
finance a program of at least three years and that, as this 
program is of interest to a number of Member countries not 
called upon to pay these contributions, the Organisation has 
resolved to participate in its financing through annual alloca-- 
tions to be made from the assets of the Organisation; 

Recognizing that it is desirable that these allocations 
should not be less than the expenditure authorised by the 
Organisation under the heading of productivity during the 
fiscal year 1952-1953; 

INSTRUCTS the Secretary-General to accept, on behalf of 
the Organisation, the offer contained in the said Letter by 
the United States Special Representative in Europe, as well 
as the terms and conditions laia down in it; 

DECIDES 1 

1. The Budget of the Organisation for the Financial 
Year 1953-54 shall contain an allocation of 150 million 
French francs to be made from the assets of the Organisation 
for the purposes of the Agency, 

2. (a) The Idember countries listed in the Annex to 
this Decision shall make special contributions to the Organi- 
sation for the Agency which shall be equal to: 

(i) the amounts indicated in that Annex for 
Member countries which shall make their 
payments as soon as the Decision enters 
into force; or 

(ii) 8s of the Counterpart Funds d-eposited in 
application of Agreements entsred into for 
this purpose with the Unitea States Govern- 
ment, for Member countries wkich shall make 



their payments as soon as the said Counter- 
part Funds are deposited, 

(b) Of each of the special contributions provided for 
in sub-paragraph (a), not less than one-third shall be made in 
transferable currency, that is to say, in a currency fully trans- 
ferable to any country within the monetary area of the European 
Payments Union, 

(c) The portion of the special contributions not 
covered by the provisions of sub-paragraph (b) shall be adminis- 
tered by the Secretary-General for all legitimate purposes of 
the Agency in accordance with general principles to be agreed 
between the Organisation and the contributing Idember countries, 
It shall be expended solely in the currency of the contributing 
Member country, save insofar as that country may agree to permit 
its expenditure in the currency of another Uember country, 

3 *  The Secretary-General shall add to the Annex to this 
Decision the name of any other Member country which informs him 
that it is prepared to make a special contribution, stating its 
amoung and the transferable proportion thereof, He shall inform 
the Council of any addition to be made to that Annex under this 
paragraph. 

4a Allocations and special contributions provided for in 
paragraphs 1 and 2(a), together with the contribution from the 
United States Government, referred to in the Preamble to this 
Decision, shall be made to the special assets of the Organi- 
sation earmarked for the Agency and shall provide for expendi- 
ture of the Agency incurred during a period of terminating not 
earlier than 30th June, 1956, 

5, The Secretary-General shall submit to the Productivity 
and Applied Research Committee quarterly reports on the activi- 
ties during the quarter under review, These reports, as well 
as the comments of the Committee, shall be officially +;rans- 
mitted to the United States Government, 

6. Upon termination of the activities of the Agency the 
net amount of the expenditure incurred on its behalf shall be 
allocated as between the countries which have co~nmitted themselves 



t o  make con t r i bu t i ons ,  inc lud ing  the  United S t a t e s  of Auerica, 
i n  propor t ion t o  t he  t o t a l  amount of t h e i r  con t r i bu t i ons ,  
Countr ies  which have made payments i n  excess  of t h e i r  share  
i n  the  expenditure thus  e s t ab l i shed ,  s h a l l  be reimbursed, and 
t he  o the r  coun t r i e s  s h a l l  be c a l l e d  upon t o  make an add i t i ona l  
payment provided t h a t  no Member country s h a l l  have t o  pay, i n  
aggregate ,  an amount of t r a n s f e r a b l e  currency i n  excess  of t h e  
po r t i on  of i t s  s p e c i a l  con t r i bu t i on  def ined i n  paragraph 2 ( 3 ) .  
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TIIE UNITED KIlJGDOM 
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TEXT OF THE SECTION PP5(k) AGREEMZNT 

WITH THE UNITED KINGDOM 

REGARDING UGANDA AND TANGANYIKA 

Foreign Off ice 
Downing Street 
London, S.W. 1 
JurIe 24, 1953 

The Honourable Lincoln Gordon 
MSA Special Mission to the United Kingdom 
American Embassy 
London W, 1, England 

Dear M r ,  Gordon: 

Conversations have recently taken place between representa- 
tives of our two Governments relating to the Economic Coopera- 
tion Agreement signed at London on the 6th of July, 1948, as 
amended, and to Section 9(c) of the Mutual Security Act of 
1952, amending Section 115 of the Economic Cooperation Act of 
1948, I now write to confirm on behalf of the Government of 
the United Kingdom of Great Britain and Northern Ireland the 

' understandings set out below, which have been reached as a 
result of these conversations, 

B, The Government of the United Kingdom and the Govern- 
ment of the United States of America consider that a programme 
carried out in the Uganda Protectorate and in Tanganyika, being 
British territories to which said Economic Cooperation Agree- 
ment extends, pursuant to the provisions - of Section 115(k) 
of the Economic Cooperation Act of 1948, as amended, and of 
Section 516(a) of the Mutual Security Act of 1951, as amended, 
may make a significant contribution to the achievement of the 
objectives set out in these Sections, 

2, The Government of the United Kingdom are satisfied 
that the accomplishment of the objectives mentioned in paragraph 
P requires an increase in the productivity of the euonomies of 
the territories, an increase in the supply of skilled labor in 
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the territories, the increased participation of Africans in 
industry as either entrepreneur or employee, and the greater 
efficiency of native production, especially in the field of 
industry, and that the aim of increased efficiency in turn 
requires improvemunt in the organisation of plant and in the 
technical methods of pmductiono The Government of the 
United Kingdom are satisfied, furthermore, that cooperation 
between all elements of the c o d t y  in the territories -- 
labor, management and government -- is essential to the success 
of a propanme designed to achieve these ob jectiveso 

3, The Government of the United Kingdom have thgrefom 
proposed the creation of a revolving loan fund in the Uganda 
Protectorate and in Tanganika of approximately b100,000 in each 
case, to be constituted with funds deposited in the Special 
A c m t  in accordance with Article I T  of the said Eoonomic 
Cooperation Agreement, such funds being the counterpart of aid 
f'unds allotted to the United Kingdom under Section 115(k) of 
the E w n d c  Cooperation Act referred to in p-ph 1 above. 
The revolving loan funds wfll be used in accordance with the 
following conditions: 

(a) The revolving loan funds nFZl be used for short- 
term loans to Afr ican fixms or enterprises for equip- 
ment and reorganization of plant. Producers, pro- 
cessors, and distributors of food-stuffs and 
agricultural. supplies, such as fertilisers, and 
projectsfor distribution and marketing of agri- 
cultural products will also be eligibleo 

(b) In each territory the revolving loan fund will be 
administered by a body, which will include un- 
official representation, to be established by the 
Government of the territoryo In each territory 
there will be appropriate Af'rican participation 
in the Raministra%ion of the revolving loan furado 

( c )  Tbe nml- loan frmds will be administered in 
accordance with terms which will provide, inter alia, 
that loans should be used to increase production and 
productivity, with consequent lower prices to con- 
sumers, so as to pronrate an expanding eoomqy capable 
of providing a progressive increase in standards of 



living, The importance will be s t r e s s e d  of making 
these loans available to small and mecii:m-sized 
undertakings in order to increase the s b i . l f  ty sf 
industry to produce under fully competitive conditions; 
importance will be attached to choosing sound under- 
takings likely to be able to market their increased 
production, and to the necessity, if the loans are 
to have their maximum utility, of providing means where- 
by the knowledge and experience gained in suitable 
cases will be made available to others in a position 
to benefit from it and whereby the results achieved 
through higher productivity can be equitably shared 
among all elements of the community in the territories, 

(d) Borrowers who receive loans from the revolving loan 
funds will be furnished with the technical assistance 
necessary to the best use of the borrowed funds, Such 
technical assistance will therefore promote the achieve- 
ment of the objectfves cited in the earlier numbered 
paragraphs of this letter and at the same time improve 
the ability of the borrowers to repay the sums bor- 
rowed so that they will again become available for 
loans to others, 

The Government of the United Kingdom will provide the 
Special Mission to the United Kingdom of the Mutual Security 
Agency with quarterly reports to be rendered within forty-five 
days after the end of each quarter on the employment of the 
revolving loan fund fn each territory so that the Government 
of the United States may be regularly and fully informed of 
the status, operations, and achievements of the revolving 
loan funds until such time as the Government of the United 
States shall indicate their desfre to terminate the recefpt 
of the said quarterly reports, 

5. The decfsion as to the industries or branches sf 
agriculture In which loans will originally be made will be 
taken in consultation with the Special Mission to the United 
Kingdom of the Mutual Security Agency, Periodic moatings 
will be held by representatives of the Government of the 
United Kingdom with representatives of the Sps~tal Mission to 
the United Kingdom of the Mutual Security A g e x y  to discuss 
the operations of the revolving loan funds until such time 
as it may be agreed between the two Govz:mnents to discontinue 
such meetings, 



6, Either or both of the revolving loan funds may be 
terminated by agreement between the two Governments. On 
such termination, disposal of any funds remaining in the fund 
or funds terminated, incluaing any payments of principal and 
interest thereon which may accrue thereafter on loans from 
the fund or funds terminated, shall be determined by agree- 
ment between the Government ~f the United States and the 
Government of the United Kingdom, 

7. (a) The Government of the United States will allot 
$625,000 to the Government of the United Kingdom during the 
United States fiscal year 1953 to carry out the terms of 
this letter, in accordance with established procedures for 
the allotment of other dollar assfstance under the Mutual 
Security Act of 1951, as amended, This allotment will be 
made at the date sf signature of this letter, These dollars 
will be available for general programme p~ocurement under the 
established Procurement Authority procedure governing the 
expenditure of other dollar assistance made available by 
the Government of the United States under the said Act, 

(b) The Government of the United Kingdom have 
agreed that 90% of the local currency counterpart of the 
dollar sum set forth in sub-paragraph (a) above will be 
designated in equal portions for the revolving loan fund 
of each of the -,;e~ritories mentioned in paragraph 3 above, 

(c) The Government of the United Kingdom have 
agreed that the local currency counterpart deposits made 
by them which will accrue in accordance with the provisions 
of Article IV of the said Econ~mic Cooperation Agreement 
as the counterpart fund of the aforementioned dollar 
assistance shall be dealt with as followst- 

( P )  On the date of allotment of the dollars 
referred to in sub-paragraph (a) above, 
a separate United ~tates/~nited Kingdom 
fund will be established to which wfll 
be transferred the local currency equiva- 
lent to 93% of the said allotment, The 
date and m o u n t  of such transfer of funds 
w i i l  be specified in the formal letter from 
%he Mutual Security Agency in Washington 
ablsting dollars in accordance with this 
letter, 



( i i )  The l o c a l  currency equ iva len t  of 10% of 
t he  d o l l a r  a l lo tment  made i n  accordance 
wi th  t he  o the r  d o l l a r  a s s i s t a n c e  under 
t he  Mutual Secu r i t y  Act of 1951, as 
amended, t o  t h e  account of t he  Government 
of the  United S t a t e s ,  

( d )  Releases  of coun te rpar t  funds from such s p e c i a l  
United ~ t a t e s / ~ n i t e d  Kingdom fund s h a l l  be made only t o  bodies  
agreed i n  accordance wi th  siab-paragraph (b )  of paragraph 3 
above. 

( e )  The revolving loan funds r e f e r r ed  t o  i n  para- 
graph 3 above w i l l  draw % h e i r  j n i t i a l  funds from the  s p e c i a l  
United ~ t a t e s / ~ n i t e d  Kingdom fund r e f e r r e d  t o  i n  sub-paragraph 
( c ) ( i )  above. Any payments on loans  made from the  s a i d  funds 
and any n e t  i n t e r e s t  earnings  which may accrue i n  connection 
wi th  such loans  w i l l  l ikewise  be used t o  make f u r t h e r  loans  
i n  accordance wi th  paragraph 3 above, 

( f )  The t o t a l  amount of funds  expended i n  accord- 
ance with  t h i s  l e t t e r  f o r  loans  f o r  p r o j e c t s  f a l l i n g  within 
t h e  scope of the  second sentence of sub-paragraph (a) of 
paragraph 3 above w i l l  no t  exceed 30% of the  l o c a l  currency 
funds  which w i l l  be avai1abj.e i n  accordance w i t h  i t s  terms, 

(g) The revoliring loan funds  c r ea t ed  hereunder 
w i l l  a t  a i l  t imes be s s p a r a ~ e l g  aeco-mted f o r  and w i l l  r e t a i n  
t h e i r  separa te  i d e n t i t y ,  

8. I n  t he  event  t h a t  e i t h e r  o r  both of t he  revo lv ing  
loan  funds desc r ibed  i n  paragraph 3 above do no t  come i n t o  
being,  t he  Government s f  the United Kingdom w i l l  re fund t o  
t he  Government of t he  United S t a t e s  my d o l l a r s  rece ived  by 
t he  Government of t he  Uni-bed Kingdom pursuant t o  t he  arrange- 
ments s e t  ou t  above, t ha% is, should m e  such fund no t  be 
e s t ab l i shed ,  $312,500 o r  such lesser amount as may have been 
rece ived  i n  r e spec t  s f  t he  fund no t  e s t ab l i shed ,  o r  should 
n e i t h e r  fund be e s t ab l i shed ,  $625,080 o r  t he  t o t a l  amount 
rece ived  pursuant to the amangements s e t  ou t  above, should 
t h a t  amount be l e s s  than $625,000, and the  Government of the  
United S t a t e s  will refund t o  the  Government of the  United 
Kingdom the  s t e r l i n g  equivalent  of 10% of such d o l l a r  amount 



and will agree to the release to the Government of the 
United Kingdom from the funds in the special United states/ 
United Kingdom account established under sub-paragraph ( c )  
(i) of paragraph 7 above of the sterling equivalent of 90% 
of such dollar amount, 

9, Wherever the words "Special Mission to the United 
Kingdom of the Mutual Security Agency" occur in the numbered 
paragraphs above, they shall be deemed to include any other 
agency which the Government of the United States may appoint. 

I would be glad if you would confirm that the under- 
standings set out above also represent the understandings 
of the Government of the United States of America, 

/ s /  Selwyn Lloyd 



& ~ a l  Security Agency 
Special Mission t o  the 
United Kingdom 

American Embassy 
London, W. 1 
Jlme 249 1953 

The Bt .  Eon. Selwyn Lloyd 
Foreign Office 
Downing S t r e e t  
London, S. W. 1 

Dear M r .  Lloydt 

I wri te  t o  ackio~vledge and thank you f o r  your l e t t e r  of 
the 24th of June, 1953 about the understanding reached i n  
recent conversations between representat ives of our two Govern- 
ments about e program pursuant t o  the provisions of Section 
115(k) of the Economic Cooperation Act of 1948, as amended, 
and of Section 516(a) of the Mutual SasuAty Act of 1951, a s  
amended, t o  be carr ied out in the Uganda Protectorate  and i n  
Tanganyi ka, 

I n  reply I am able t o  confirm tha t  the understanding ae t  
out i n  the nine numbered paragraphs of your l e t t e r  a lso  repre- 
sent  the understanding of the Con-nment of the United S ta tes  
of America, 

/a/ Lincoln Gordon 
Chief s f  Mission 



ANNEX 11 

Section 165 of the Economic Cooperation A c t  as amended9 
i s  amended by adding at the  end theseof a new subses%ion as 
followsa (k) O f  the funds appropriated pursuant t o  Section 
101(a) ( 2 )  of  the  Mutual S e c u r i Q ~  A e t  of 1951, as amended. 
(1) $lOO,OOO,OOO shall, %a the m a x i m u m  extent prac t icable  
consititen% w"Yh the  accoapl%sben% of the paPBeies and pw- 
poses 09 the  Muha% Se~ur i ty  A c t  of 1951, aa mended, be ex- 
pended i n  SF;.& manner and ~ t a b j e c t  $0 such agreements as may 
be necessary ta assure t h a t  the  amounts sf loca l  currencies 
deposited ucider subsection (b) (6)  as a r e s u l t  of such expen- 
d i h n e  shall be used excPusi~ePy~ in aceordance with prin- 
ciples devdsped  by the  Administrator, t o  e s t a b l i s h  revelv- 
ing funds which shall be available for waking loans, an$' 
otherwise t~ carry out programs in fur%heranee of' t h e  o b  
j ec t ives  of sec t ion  516 of the Mutual Securi ty  Act of 11951, 
with a view %o aL$muBa%ing f r e e  en terpr i se  and the expansion 
of the  eeonomtas of those eomLries with equitable sharing 
of the bene f i t s  of increased p rodwt i sn  and p r s & ~ c t f v i t y  
between consumers, wurkess, and owners; and ( 2 )  the  Director  
f o r  Mukai Securi ty  i s  authorized %s t r a n s f e r  not  exceeding 
$2,5OO,OOO t o  the Organization f o r  Buropean Economic Cooper- 
a t ion ,  to be used on terms and conditions to Sa spec i f ied  by 
%he Director .in order %O promote the ab jac t ives  sf Section 
516 of t h e  Mutual Security A e t  of l95I9 aa amendejl, 
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mEX IIP 

The Text of Section 516(a) of t h e  

Mutual Securi ty  Act of 1952 

It i g  hereby declared %o be the policy of t h e  Congrese 
t h a t  t h i s  Act s h a l l  be administered i n  such a way a s  (1) t o  
eliminate the  b a r r i e r s  to ,  and provide the  incent ives  f o r ,  a 
s t ead i ly  increased pa r t i c ipa t ion  of f r e e  p r iva t e  en terpr i se  
i n  developing the resources of foref  gn countr ies  consis tent  
with the p o l i c i e s  of t h i s  Act, (2)  t o  the ex ten t  t h a t  i t  i s  
f e a s i b l e  and does no t  i n t e r f e r e  with the achievement of the 
purposes s e t  f o r t h  i n  this Act, t o  discourage the c a r t e l  and 
monopolistic business prac t iosa  preva i l ing  i n  c e r t a i n  coun- 
t r i e s  receiving a i d  under t h i s  Act which r e s u l t  i n  r e s t r i c t -  
ing production and increas ing  p r i ceso  and t o  encourage where 
su i t ab le  competition and product ivi ty ,  and ( 3 )  t o  encourage 
where su i t ab le  the development and strengthening of the f r e e  
labor  union movements as the  co l l ec t ive  bargaining agencies 
of labor  within such countries,  
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