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Thank you for your joint memorandum of July 26, 1974, requesting
the Department of Commerce's comments on the subject study.

This Department is in general agreement with the analysis and
findings of the study. We recognize that it represents the
concentrated lnput of the considerable expertlse available in
the Government in Washington and we are pleased to have been
closely associated with the study from its inception.

The overall thrust of the study is that economic conditions in the
world market are such that, for almost all the critical commodities
considered, embargoes, price gouging or cartel-like actions by
exporting countries directed at the U.S. and other importing
countries are either not likely to be viable or are so costly in
terms of longer-term producer interests that they are improbable.
The possible exceptions .identified by the study are bauxite,
chromium and platinum. ‘A further related, major conclusion is that
direct government intervention to achieve a guantum jump in self-
sufficiency in non-fuel minerals is not warranted at this time.

We concur in these conclusions at this time. However, we believe
two points are worth keeping firmly in mind. One is that nothing
is more certain than that situations are subject to unpredictable
change. Hence the continued validity of the conclusions in the
study cannot be taken for granted and must be subject to contin-
uous review. Second, the options presented in the study represent
principles and approaches for action and still remain to be con-
verted into concrete plans. The possibility of an economic stock-
pile is a good example of what I mean.

Accordingly, in reviewing the options presented in the paper, we

- believe that the most critical ones are those that relate to the
question of how the Government organizes itself in order to follow
through on the report; namely, those identified as Options 4-A and
4-B. The former is to establish a standing interagency body on
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critical imported raw materials problem, supported by a small
secretariat under the aegis of CIEP or NSC; the latter is to
augment the analytical capacity of one of the executive.departments
(State, Interior and Commerce are mentioned) with specialists in
imported raw materials policy.

In our view, however, these options are not mutually-exclusive but

"rather complementary. For our part, we are already taking steps -

to augment our analytical capabilities in the resources field but

it does not seem realistic to expect that any existing Department

could satisfactorily cover or monitor all aspects of the materlals
problem single-handedly.

Accordingly, Commerce favors Option 4-A and is prepared to join
the other Departments in implementing it at an early date.

Once a standing interagency body is established one of its first
tasks could be to refine further, or develop concrete measures
for implementing, such other options as may be generally agreed
on. I would welcome a discussion of the study and its options at
a meeting of principals. The Department's views on the remaining
options are ?riefly summarized in the attached paper.

Secretary OL Commerce

Attachment
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Staff Comments on Minerals Initiatives

Introduction

Minerals initiatives, in general, should be undertaken in
context with a number of other related policy areas affecting
and/or affected by ,them. Some of the more significant areas
included are the proposed international trade legislation
now before the Congress, the report of the Commission on
Supplies and Shortages, the U.S. initiatives on international
energy programs, the proposed legislation (S. 32) on National
Policy and Priorities for Science and Technology and various
legislative proposals on recycling of materials.

A.l. Minerals Analysis and Policy System (MAPS)

a. Aluminum

(1) The remaining surplus stockpile of aluminum,
which at the beginning of 1974 was approximately 1.1 billion
pounds, has been totally committed and it is expected that
the major portion will be shipped out by the end of the year.
The aluminum objective is zero and all metal previously held
under the objective has been sold under the disposal program.
The aluminum stockpile disposal program initiated in 1965 has
‘been completed.

(2) Eight primary aluminum producers have joined with
the Bureau of Mines as co-sponsors ‘in a 3-year research program
aimed at the economically feasible extraction of alumina from
domestic ores such as clays, anorthosite, alunite and dawsonite.

A - = ° ’
1. Mineral Analysis and Policy System (MAPS)

¢

b. Chromium

(1) The 1.2 million S.T; contained chromium is
equivalent to 3.65 million S.T. of metallurgical ore of standard
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48% chrome oxide. This quantity represents about 4 years require-
ment at the 1973-74 level of steel demand (which is at near
capacity raw steel operations). The proposal to hold this
material "in the forms reflecting consumption patterns" seems
too rigid, it tends to fix the inventory composition at the
point in time when the inventory is established. " It is more
sensible to maintain the greater proportion of the inventory
in the ore form rather than holding it all in the alloy form.
This mix will greatly improve the flexibility to move from one
pattern of use to another as technological changes arise. It
will also make disposal (or exchange) of the alloy forms not
required, or less required, much easier.

(2) The recycling of chromium is presently a most
efficient operation, mainly because its principal uses are in
stainless and alloy steels and superalloys. It is recycled in
the form of scrap from two main areas: self-generated or "“home"
and prompt industrial scrap. Only in stainless steel is
obsolete scrap a factor. Chromium salvage in stainless is
principally obtained from scrap dealers or brokers; in alloy
steel largely by segregation, or separation at the steel mill;
in superalloys mainly by return from user direct to supplier.
Very little alloy steel or superalloy chrome-bearing scrap
is recovered in the commercial scrap markets.

Research should be directed to substituting the properties of
chromium, which are heat, corrosion and oxidation resistance,
hardener, strengthener, creep and creep rupture inhibitor, etc.
It is unlikely that another single element or material will be
found having all the properties of chromium. It may be necessary
then to substitute two or more materials for chromium. Another
area of development might be in the reduced use per unit of
product, i.e., cladding, surface deposition by vapor or
otherwise. This latter c¢an be used where only surface protection
is desired and not strength or hardness.
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I. Minerals Analysis and Policy System (MAPS)

d. Platinum and Palladium

It appears that the auto companies have already
arranged flexible supply commitments from South African
producers, either directly or through major domestic suppliers,
to meet their projected requirements. However, any release
of government stocks should take into account to our depend-
ence upon imported material, and the importance of these
metals to petro-chemical and electrical industries.

There is a constant search for substitute materials for all
uses of precious metals. In fact, intensive R & D efforts
towards development of platinum—-palladium substitutes has
been a major factor in maintaining a relatively stable
producer price. '

A.3. Mineral Resources and Reserves, Land and Sea

Federal land use legislation is fragmented. Congress, over
the years, has shown its concern for preserving areas of
natural beauty, ecological rarity and wildlife habitat by .
passage of legislation such as the Wilderness Act, Wild and
Scenic Rivers Act, and the Alaska Native Claims Settlement Act:
the latter providing for Federal land retention of 80 million
acres in Alaska alone. These acts, for the most part, provide.
for single purpose environmentally oriented land use.

Current legislation contains schedules for withdrawing huge
land tracts in Alaska from exploration as well as exploitation.
Budgetary restrictions virtually preclude Federal agencies
(Interior and Forest Service) from making fuels and mineral
evaluations on these tracts prior to their withdrawal. As a
case in point, it has been estimated that existing and proposed



Page 4

single purpose Federal land withdrawals in Alaska will lock
up a conservatively estimated eleven billion bbls and 40 TCF
of onshore o0il and gas. These withdrawals would also prevent
extraction of an estimated $30-40 billion worth of hard
minerals and 62 billion tons of recoverable coal.

It seems clear in view of present domestic fuels and minerals
shortages that multiple use of Federal lands under proper
environmental safeguards should be given careful consideration
by both Legislative and Executive Branches of the government.

B. Initiate "Reserve Inventory" Policy

1l. Guidelines for Disposal of Excess Strategic Inventories

Existing statutory authority for stockpile administration
provides only for consideration of military and strategic
issues in determining stockpile objectives and in obtaining
legislative approval for disposing of stockpile excesses.
Similarly, the existing authority requires that acquisition
and disposal activities be concducted only without disruption
to the domestic and international marketplace. Use of the
stockplle commodities for the recommended purpose would require
new leglslatlve authority and is the subject of current debate
and study within the Federal Government and the Congress.

Any authority for further significant stockpile disposals will
probably have to await completion of the consideration of
economic stockpiling that has been mandated -to the National )
commission on Supplies and Shortages, as well as completion of
other investigations on the subject that are currently underway.
This consideration will involve many complex questions relating
to the Government's involvement in stockpiling activities, -
which range from philosophical to procedural in nature and
which emphasize the need for in-depth cost-benefit analysis.
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With respect to the discussion on private inventories vs.
public stockpiles, it should be noted that the concept

of encouraging private stocks at industry sites is one

of the considerations for any potential economic stockpiling
plan. Many other problems could arise from such a plan.
These might include questions about the fair distribution
of materials stocks, particularly as this distribution
might affect small businesses in tight supply markets, as
well as guestions about government encouragement of
"windfall profits" and unequal tax benefits created by
these inventories. Additional problems might be envisioned
which relate to private industry inventory management

and accounting procedures, as well as industry's desire

to build these stocks, which must be financed at prevailing
interest rates, affecting company liquidity.

In a separate context, the problem and the solution presented
would appear contradictory, since protective inventory
building would seem unnecessary if the materials required

- for the stocks were available in the first place.

B.2. Tax Incentives for Industry to Hold Selected Inventories

The concept of providing tax incentives for private
inventories has been considered as one potential form of :
.economic stockpiling. It is currently being utilized in Sweden,
which has initiated a program permitting accelerated write-offs
of inventories and allowing the changing costs of inventory
acquisition to be spread over a lengthy period.

The proposal as recommended would appear simplistic and raises
several questions. A simple percentage write-off would not

be sufficient encouragement for industry to build-extra stocks,
particularly in light of the lost liquidity and the added
financing burden creatéd by the plan. Secondly, it does not
take into consideration the entire realm of inventory management
and accounting methods currently used for inventory valuations,
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or the current practice of using inventory values for current
period and future period profits determination. Finally,

any proposal must consider what commodities should be
inventorized or in what stage of process.

The question of who should hold the inventories - producer

or consuming industry - remains unanswered. Traditionally,
inventories of raw materials and metal products held by
consuming industries are drawn down during periods of depressed
demand, with the results of slowed or ceased buying from
producers. Hence, the financing burden of carrying these
stocks is shifted to the producing industry, compounding the
problems of low demand. Similarly, rising stock levels

can have depressing effect on these markets and be a major
deterrent to new capacity investment. :
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Encourage Long-Run Supplies from Domestic Sources

1. Guaranteed Minimum Price

It is questionable whether an open ended government purchase
price guarantee is practical or possible, particularly under the
Defense Production Act provisions. Even if such a program were
deemed desirable, a cut-off point, either in terms of a time limit
or quantity that the government would accept at the guaranteed
price seems inescapable, and if the guaranteed price was at a
level high enough to be of any effect, it could convert the program
to a short-term, first-come-first-served competitive production
race, rather than encouraging a long-run supply capability.

3. Targeted public R&D

Targeted public R&D to encourage the development of alternative
sources for critical minerals and/or substitutes should be con-
sidered for areas in which private bodies cannot hope to realize
an adequate return on their R&D investments.

Introduce Revisions to the Basic Mining and Mineral Leasing Laws

General. In addition to 'providing stringent environmental
protection, ' one of the professed purposes and objectives in
revising these laws given in the draft statement on '""Mineral
Initiatives'' is to '"further encourage mineral development on public
lands.' All of the proposals presented, appear to resultina
restraint and additional burden on mineral development. This
Department generally favors appropriate legislative or adminis-
trative changes to the basic mining and mineral leasing laws

which result in increased mineral development and the

application of a multi-use concept.

1. Mining Laws (Revigion of)

a. Although possibly required for efficient environmental
control supervision, restrictions on prospecting might reduce
the possibilities of discovering new mineral reserves. Public
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lands which have been withdrawn pursuént to wilderness, scenic
river, ecological preserve, and other land withdrawal acts have
resulted in vast land areas, potentially rich in minerals, which
cannot be surveyed, prospected or mined. Permitting surveying

and controlled prospecting in these areas could provide the
necessary information for reconsidering withdrawal from a materials
availability point-of-view. .
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d. It is not clear whether "operations" also includes
production activity. If so, the requirements for filing,
approval, amending and following a prescribed operations
plan could be highly burdensome if not impractical for
long term, large scale exploitation; although acceptable
for prospecting and some preliminary "development" as
defined in earlier proposals in this area. Even in the
latter case, "development" must be defined; in open-pit
mining for instance, development (waste stripping and
pit development) cannot be disassociated from ore
extraction.

e. Unless "legitimate miners" is carefully and-
adequately defined, this effort to eliminate the use of
mining claims as an ownership vehicle for lumber, water
rights or even summer or vacation home sites could have
significant restraining effect on mineral exploration
and development, not all of which is or has been done by
"legitimate miners."

Development of Minerals From the Seabeds

The U.S. has an interest in the prompt development of
minerals from the seabeds. Of the four principal metals
contained in deep sea nodules, the U.S. is dependent on
imports for over 85 percent of its needs in three of them.
The technology of mining nodules from the floor of the
deep sea and of extracting the metals of chief commercial
interest is at an advanced stage with United States
companies at the forefront. These companies expect to

be ready to commence mining during the period 1977-1980.

It is essential that an institutional framework be promptly
established which will enable the U.S. deep seabed mining
industry to proceed with its programs in an environmentally
sound manner. With respect to the latter point, the
Department of Commerce has initiated a program to study

the environmental impact of deep ocean mining. In the

~coming year, the program will be accelerated so that

industry will be in a position to develop these mineral
resources in a timely manner.

It should be noted: that the NSC Interagency Task Force

on the Law of the Sea has under review the question of
deep seabed mining under an international regime as well:
as during the period before a multilateral treaty is
negotiated and comes into force. In this regard, the

Task Force is now in the process of preparing instructions
for the March~May 1975 session of the Law of the Sea
Conference.
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Improve Health and Safety Programs

1. Propose Amendments to Mining Health and Safety
Legislation ‘ ‘

No objections can be made to proper and reasonable health
and safety regulations. Although the Coal Health and
Safety Act revisions appear to be administrative clari-
fications and consistency changes, these and any proposed
changes in the Metal and nonmetallic Mine Safety Act
cannot be commented on until they are available for
consideration.

Support-Related Programs of Othér Federal Agencies

1. Transportation

Interagency coordination and cooperation on transportation
policies impacting on mineral availabilities is important.
The Department of Commerce and GSA have interests that
affect transportation policies and, therefore, should be
included in any interagency efforts to improve coordination
and efforts to improve coordination and cooperation. Such
efforts should be directed toward finding ways and taking
actions to improve the physical distribution system for
minerals and fuels, including recyclable secondary materials.

3. Environment

Badly needed, both legislatively and in the regulatory
area, is a systems approach to environmental problems.

Both the Clean Water Amendments and the Clean Air Act have
land use implications; the latter of a particularly
pervasive nature. Both pieces of legislation and the
regulatory follow-on have taken the narrow approach without
particular regard to land impacts and land use preclusions
for mineral extraction and processing.

Cooperation among Federal agencies can always be improved
and every effort should be made to do so. However, until

a comprehensive Federal land use policy is developed that
considers the environment, land, air and water, as one
entity with interxactions between media and with an economic
price to be paid for each action that internalizes environ-
mental costs, areas of cooperation will remain circumscribed.
Executive Order 11821, November 29, 1974, requiring
inflation impact statements for all major legislative
proposals, regulations and rules emanating from the
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executive branch, should prove an excellent mechanism.
By requiring cost/benefit analyses, a comprehensive
look at trade-offs is possible with optimum land use
patterns emerging therefrom.
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POLICY OFFICE

MEMORANDUM FOR

Norman Ross, Jr.
Staff, Domestic Council

SUBJECT: Materials Policy Issues - Domestic Aspects,

I am writing to confirm my earlier suggestion that it is timely to
activate a coherent mechanism by which these issues can be addressed
and options evaluated. One possible route is the Sub- Committee on
Minerals and Materials Policy. However, as some rechartering of its
scope and membership appears desirable in the light of changed circum-
stances and needs, other means may prove more appropriate, The
latter is especially the case if both mineral and renewable (or "natural')
resources are to be addressed properly.

The following notes on current materials-related activities in the Congress
only emphasize the need for effecting a suitable mechanism at this time:

The 93rd Congress has proved to be more active on materials issues
than any ofit's predecessors., The materials-related legislation

introduced up to the recent recess can be categorized as follows:

Materials Management - 22 separate 20 identical

Materials Recycling - 33 separate 68 identical

Materials Shortages - 60 separate 84 identical

Materials Stockpile - _26 separate 48 identical
(361 total )

Actual action on legislation has created the National Commission
on Supplies and Shortages, and the bill recently passed on re-
cycling tax incentives for paper, textiles, glass and non-ferous
metals,

For the 94th Congress, present circumstances, probably reinforced
by the new make-up of the Congress, suggest that much of the
present legislation may be reintroduced. Also, serious attention
is likely to be given to (1) a federal mechanism(s) to respond to
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concerns with materials shortages; (2) a major bill on recycling
and (3) legislation on stockpiling that would be responsive to both
strategic and economic concerns, Furthermore, the question of
legislation for a DENR or its analog presumably will be raised
again,

The following are other relevant items:

The current Senate discussion with GAO about conducting a
cross-cut analysis (including evaluation) of Federal expenditures

on materials R&D - probably through the Senate Committee on
Government @perations. Senator Tunney (Commerce Committee,
nominated with Senator Brock for the Commission Supplies and
Shortages) has evidenced personal interest, in materials issues

and the role of R&D. He has been active in related hearings and
legislation. Senator Tunney is reportedly meeting shortly with
groups of eminent technologists and other professionals in Cambridge,
Massachusetts and Los Angeles, He is also exploring the possibility
of a national meeting on resource issues, Further and improved
legislatiwe proposals appear likely.

In the House, the analysis commissioned through CRS, for the
House Committee on Science and Astronautics, of the ""health"

of the basic materials industries and corresponding needs for
legislative action (study is through the National Materials Advisory
Board, National Academy of Sciences and the report is expected

in January 1975); The House Committee is planning for hearings

on materials R&D in Spring 1975,

The Office of Technology Assessment, in direct response to
specific Congressional interest, has initiated a study of materials
information systems. Itis commissioning studies on the conse-
quences of alternative stockpile policies, on institutional barriers
to, and incentives for, achieving substantial resource recovery
from urban wastes; on access to mineral resources in relation to
the uses of land; and on materials conservation through reducing
loss by corrosion, wear and breakage.

The forthcoming report of the Committee on Minerals and the
Environment, NAS, will deal principally with the following areas:
The role of technology in materials conservation; the quality of
estimates of mineral reserves and resources; the health and
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environmental aspects of mineral production; and the demand

for fuel and non-fuel minerals, Given recent experience and

the new make-up of the Congress, there are several aspects

of the report analyses that appear likely to spark Congressional
activity: proper exploitation of technological options for
materials conservation, uncertainties in knowledge of the U, S.
""'resource base', the wisdom and practicality of continued growth
in per capita materials consumption.

The preceding notes address principally the current and anticipated
Congressional activities on materials-related issues, We have dis-
cussed previously the other relevant mational activities and the domestic
implications of international developments. I am aware that some of

the latter are being covered through several ad hoc groups in response

to some of the issues raised in the recently completed '""Vulnerable
Commodities' analysis. However, it is not at all clear that this response
is adequate to the problem at hand.

I believe that the above arguments provide a convincing rationale for
giving some priority of attention within the activities of the Domestic
Council to the clearer delineation of the nation®s policies on materials
issues - as they are and as they might be changed to better meet current
and anticipated conditions,

S. Victor Radcliffe
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FROM Mark D. Coler :
~ SUBJECT: Draft of Options to Diversify Raw Materials Supply

Through Increased Financing

Attached is the draft you requested of the Treasury
Department's view of available options regarding increased
diversification of sources of critical raw materials imports
through utilization of existing facilities for circulation
and comment in the SRG. 1In addition to the options them-
selves, the attached paper states its assumptions, specifies
that the direct impact of any of the options could not be
expected to be felt for at least two years, and offers a
cautionary note as to the net effect a change in ExImbank
policy might have.

Strictly speaking, none of these options would require
legislative approval. However, it would perhaps be
prudent to advise the Hill on any change of policy of either
OPIC or ExImbank, especially giventhe difficulties each
of these organizations had the last time Congressional
authorization was sought. The option regarding the World
Bank and like institutions would not require Congressional
approval, expressed or implied. However, we may want to
bring to Congressional attention the role these institutions
can play in reducing the risk of commodity actions the next
time appropriations are sought.

These options are not mutually exclusive and there
does not appear to be any reason why they all could not be
undertaken simultaneously. The trade off between stock-
piling and financial constraints you requested would be
difficult to measure with any precision. The difficulty lies
essentially in the dichotomy of approach where stockpiling
is intended as a short run response to a "commodity action"
and the augmentation of funds for raw materials projects
is long run in scope with the intended effect of preventing
commodity actions. Perhaps the most that can be said is that

s010-108 Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan



e T

as supply sources do diversify as investment increases,
the likelihood of a cartel would decline and so with it
the need for a stockpile.

As part of a package, however, financing diversifi- .
cation can complement economic stockpiling. Where the
commodities selected for diversification are the same as
those being stockpiled, diversification can be regarded as
a long-term policy complementary to the basically short-
term policy of stockpiling. (A stockpile release is a
short-term defense against a commodity action already in
p rogress, although the possibility of a release may deter
commodity action for a long period.) The progressive
diversification of sources of critical commodity imports ,
might, in fact, ultimately eliminate the need for economic
stockpiles of certain commodities.

Your question as to the probability of success of any
of these options is also difficult to estimate because it ‘
would be a function of Executive policy, the demand .for !
capital funds in the raw materials industry, and the degree [
to which funds coming from the institutions and the funds
they attracted to a particular project were additional
(i.e., would not have been spent by the private sector in
roughly the same period of time.) We can, however, offer
an estimate of the relative effect of each of the options
i.e., which of the organizations is likely to have the
. greatest impact on the industry should the Executive decide
to alter present policies. The greatest impact could
probably be expected from ExImbank because such a role would
be very attractive to Chairman Casey and there is no need
for additional legislation, only Executive direction and
initiative. The IFIs would be second primarily because
they are already inclined along these lines, and it is the
USG which has been the most recalcitrant. Getting the
-National Advisory Council to change its recommendation would
be difficult from here, but if an effective case can be
made to those on high, there should be no problem. OPIC
~would be last because of the high risk of extractive industries
which would be amplified by recent Congressional concern
as to the risks consequent to such underwriting.

- Attachment



dptions on Diversifying Raw Material Supplies throﬁgh
Increasing Funds Available to the Raw Materials Industry

The options.here.pfesented supported by the limited
facts available assume that geographical diversity of
supply of certgin raw materials can be a function of the
availability of capital to fund the international raw
material extraction industry. They further assume that
the greater diversity of supplier countries the lower
is the probability of the supply side of raw ﬁaterialh
market coming under the control of a cartel. These
assumed, the paper presents several obtions open to the
USG within the existing institutional framework in an
- ‘attempt to increase the diversity'of raw material supply
to reduce the likelihood of supply disruptions due to
supplier cartels. A

At the current time there are five international
credit institutions whose policies are influenced in
varying degrees by the USG and whose impact on the amount
of funds available for financing raw material projects is
or could be significant. The policies of the Export-Import
Bank of the United States (Eximbank) and Overseas Private

Investment Corporation (OPIC) are determined by the USG.



However, the policies of the International Bank for Re-
construction and Development (World Bank), the Inter-American-
Developmenf Bank (IDﬁ), and the Asian Deﬁelopment Bank (ADB)‘
are determined by their respective Board of Governors with
the advice of their Executive Directors. In each of these
international financial institutions (IFIs) the USG is a
dominant or principal participant, but its effect on
poiicy "is somewhat less than in the c%sés of the Eximbénk
or OPIC.

Before proceeding to what steps or options the USG
might take to'encourage these institutions in.fhe future
to look more favorably on certain raw material projects
than they did in the past it must be emphasized that in
all‘five cases the overwhelming_majority of their activity
is in long run projects whose direct impact Sn commodity
prices or on diveisification of supply could not be expected
for two years at a minimum. Also, in the case of Eximbank,
a caution as to marginality must be offered. Ekimbank's
function in raw material projects is essentially to maintain
the competitive position of U. S. equipment suppliers and thus
could be said to play a passive rdle in most development pro-
jects because such projects rare;y if ever depend on the
financing policy of any oﬁe country's export credit facility.

Conversely, should Eximbank in the future significantly



increase the percent of its loans to the raw materials
sector, it would be difficult in most cases to demonstrate
that some other country's export credit facility would not
have made thé necessary funds available, or for that mattér,
that private financing could not have been secured by a
foreign supplier. However,'in the most generai sense, each
additional dollar Eximbank makes available to the raw
materials industry frees fhe resources of another country's
export credit facility as well as the resources of the
private market which could very well be placed in additional
raw material projects. Of greater significance, perhaps,

is the steadily increasing size of mpst éxtractive projects
and the risks attendant to the increased level of nationali-
zation in many lesser developed countries which may permit
the Eximbank to play a more catalytic role by organizing
credit were it would otherwise not be present. More work

is needed in this area to determine more precisely what

the trends are in financing extractive projects;

Option 1: Special cohside;ation in Eximbank lendiﬁg for
projects diversifying overseas production of identified
critical materials where the potential exists for supply
or-price manipulation. For example, a specified percentage
of Eximbank funds might be reserved for financing raw materials

projects.
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At present, bauxite/alumina, platinum, and chrome

would be identified as the critical commodities, although

the prospects for diversifying chrome or platinum production

are very limited. In the future the selection of critical

commodities for diversification might be linked to our

economic stockpile policy.

Advantages:

1.

The USG has complete control of the Eximbank -

~and its multi-billion dollar resources. It seems

unlikely that there would be any difficulty on
the Hill with altering Eximbank policy to the
‘degree necessary. In fact, it would not even require

1egislativeAapprova1.

2. Eximbank loans can go to more countries than those of
the IFI's'which are 1imited to lesser developed |
countries as are OPIC guaréntees.

Disadvantages:

1. Departure from Eximbank's long established practice
of financing credit worthy projects without priorities
based on the projects' purpose.

2. Would not increase diversification in those frequent

cases where the project is already committed and the
Eximbank's role is primarily to give an American

supplier a competitive edge.
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A weaker version of this option, more consistent with
Eximbank's regular operating criteria, would be for Exim-
‘bank to give special attention (but not exceptional financipg
terms) to projects involving increasing overseas- supply of
problem materials. U. S. Government oversight machinery
concerning critical materials in short supply would keep
Eximbank advised with as much lead time as possible as to
which materials potentially could be in short supply for
the United States, in how many years the supply will be
felt,.and any planned projects of particular benefit to
alleviate the scarcity. Eximbank should, while giving
necessary consideration to its legislative requirements,
resource availabilities and global exposure consﬁraints,
give special attention to applications which would involve
supply of the critical scarce materials as identified by
the oversight machinery. Ex-Im Bank would not expect to
allocate any specified amounts to any particular scarce
materials sectors nor to offer preferential credit terms,
but would pay attenti&n to possible beneficial effects of
‘particular materials projects on supply and price trends.
'OEtién 2: Priority in OPIC investment quarantees and
financing (in terms of risk assumed, amount of coverage)
for projects incfeasing overéeas production of the same

targeted problem commodities.



Advantages

1. Increased supply of investment is more probable
than in the case of Eximbank as presently operated
because-OPIC is in the business of insuring private
risks some of which presumably would not be under-

taken without the OPIC guarantee;

2. Unlike  Eximbank, OPIC coverage is not limited to
financing;equipment.

Disadvantages .

1. The USG stands the risk of 1osses.exceeding
premiums with extractive industry investment
being particularly expropriation prone. While it
is premature to attempt to make even a preliminary
estimate of OPIC's net cost or profit in Chile, at
one time it appeared that. total insurance claims of .

more than $300 million were in prospect against OPIC

resources of approximately $100 million. The balance

- would have come frqm the USG.

2. While othér forms of investment are possible,
insurance tends to encourage direct investment,
which is not necessary to meet objective of
increased supply, but raises risk of seizure and
thus political complications and insurance loss.

OEtion 3: Endorse active IFI minefals development in

developing countries.

-
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The Bank has considered, and committed itself in

principle to, an expanded role in lending for minerals

projects (both exploration and development).

Advantages

s

'Has the advantage of being acceptable in a number

of countries where private capital may be unwilling

to enter on its own or is unwelcome.

Such projects.could in any case include private
capital and investors, for their part, might
welcome World Bank participation (if they see
the Bank as a form of "insurance“.against rash

host government action).

Disadvantages

19

Availability of IBRD financing could further
accelerate the frend_to LDC governmentlownership
of minerals production.

IBRD financing cannot be targeted for specific
materials but will have to be available for
minerals exploration and development generally

in developing countries.

The endorsement of an active role by the IFIs would
'.require a change in the USG's stated position on
: tﬁis subject since the USG had expressed some rather
strong reservations about increased IFI participatioh

in minerals development at the World Bank in early
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1974 in response to a non-fuel minerals sector a3 .
paper prepared by that institution. ]
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fEXPAﬁSION OF DOMESTIC PRODUCTION

Expansion of domestic producticn and/or productive capacity, where
feasible, ofiers some measure of protection against interference with
imports. The need for expansion of domestic production for defense

purposes (including industrial uses) is clearly recognized in the

. Strategic and Critical Materials Stock Piling Act of 1946 as amended

and the Defense Production Act of 1950 as amended (marked copies attached).
Further, the need for expansion of domestic prcduction and the utilization
of domestic resources for general peace-time economic industrial purposes

is clearly spelled out in the recent Mining and Minerals Policy Act of

1970 (marked copy attached).

In considering the possibilities of domestic expaﬁsion, it is
important to consider not only the situation in the case of a given
discrete or unique material, but als& the situation with respect to
feasible substitute. or alternate materials. For example, while chromium
is an essential ingredient in most stainless steels, there are stainless
steel formulations which could use more nickel, vanadium, ci other
materials, supplies of which could conceivably be expanded more readily
domestically (including the seabeds) thaA a single effort aimed only at
chromium. A proper domestic supply expansion program to protect against

i

interference with one imported material should in most cases embrace

domestic expansion of several proved substitute or alternate materials
! : " .

. along with the single importéd material of concern.



For éne or more critical materials development of‘an unproven
miﬁing or processing operation up to the proven stage thence to be
placed on standby condition may be the preferred approach, where
production from such source is currently subeconomic. This has aspects
of stockpiling "time"'since‘ordinarily 3-to-5 years are required from
time a development decision is made until production comes on stream.
(Modification on some of the methods for expansion listed bélow can
accommodate this mode). (Likewise all methods providing fof Government
procurement guarantees from privately owned facilities would carry a
recapture'clause préviding that the Government may paf the undepreciated

balance of the facility cost and place it in a productive capacity reserve).

Once a decision is made to expand domestic productive capacity of one
or more materials in order to proVidevprotection agaiﬁst the actual or
threatened import disturbance, a variety of mechanisms are theoretically
possible to accomplisﬁ the desifed results, fanging from Government
corporations on the onevextreme (;s were suécessfully used for synthetic'
. rubber in World War II) to unlimited self-certifying tax incentives on
the other extreme (as'is presently provided by the Internal Revenue Code
for pollution controlhequibment, slum housing, railroad equipment, and
coal mine face equipment). Proponents of one scheme or another will
argue the merits of their pa;ticular solution, but the sine qua non
of all schemes ié that the necessary funds for investmént in éapital
faciiitiés must come-from somewhere or nothing will be expanded. And, if
the authorizing authorities can reaily estimate costs, 6r design

arrangements which reflect changing costs, almost any method that is

-
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successful will involve about the same amount of money over time. The
question then becomes '"Whose money and under what conditions?" The

advantages and disadvantages of several different methods follow briefly:

Government Corporations: ; SR

Advantages

Assures full Government control, no industrial secrecy,
maximum patent dissemination to all, limits profits and g

excess profits.

Disadvantages

Government bureaucracies are created that are difficult to
staff with competent people at currentvsalary levels and
government conflict of interest pfocedures, and that live

on after their period of usefulness is ové;. Government
corporations are most susceptible to political considerations
which could make for inefficiencies and higher costs.b
Government then interferes most directly in world commodity

markets. Also there is an immediate Government cash outflow.

Cost-plus fixed fee contract with industry:

Advantéges

Limits profits, but brings industry know-how to thé fore

‘quickly. There is no expenditure before material is delivered.

Disadvantages

Little incentive to limit costs, patent rights may accrue
unfairly. Government interferes in world commodity markets

directly.

Cost-plus percent of cost contract with industry:

Advantages _
Industry goes all-out. No expenditure-is made before material

is delivered.



Disadvantages

'No incentive to limit costs, patent rights may accrue
unfairly. Government interferes in world commodity markets

directly.

Negotiated contract to buy and guarantee 'a fixed profit: Y

Advantages
Industry will work hard, and windfall profits are prevented.

No expenditures are made before material is delivered.

Disadvantages

Patent rights may accrue unfairly. Government interferes

in world commodity markets directly.

'

Broad Government guarantee to take from all domestic supplies at a certain floor
- price:

Advantages .
. This type of arrangement was used in the Korean War period in

the case of several domestic materials, notably tungsten,
manganese, mica, and chromite. It is most useful wﬁere there

are a number of relatively small producers and considerable
uncertainty about the extent and grade of small scattered mineral
deposits, which precludes negotiated contracts. It avoids direct
expenditures except on the downside of the market, and it
interferes in the market only on the downside at which point
interference is welcome by producers (but not consumers).

No expenditure before material is delivered; if domestic price

is higher than floor there is no expenditure at all.

- " Disadvantages

If the program is really successful in expanding supplies of the
material, or in a period of economic downturn there are great
pressures to continue after the needed quantities are on hand,

or the domestic expansion accomplished.



Negotiated Contract to buy material which cannot be éﬁld-elsewhere:

Advantages
Most useful for large well defined mineral deposits where extent

and grade are known and where mining and metallurgical processing
are in the developed stage. Minimum Government interferepce v
witﬂ normal market. Allows Government to expand at least-cost
if done openly to all comers. Sharing of technology developed
can be made a condition of participation. No expenditure before
material is delivered. If domestic price higher than guarantee,

no expenditure at all.

Disadvantages
' There is always the problem of what to do with material acquired

in a period of downturn of the economy.

Loans and Guaranteed Loans:

Advantages
. Popular, since front-end money is always sougﬁt.

Disadvantages

Very susceptible to political pressure, and money can be paid
out in big quantities with little to show for it, in contrast
to buy méchanfsms where no moﬁey,is paid oﬁt unless something
is actually delivered. Government cash outlay is immediate

~ before production comes on stream.’

Tax Incentives:

Advantages _

| If of the self-certifying type, permit industry to go ahead
with minimum lost’time and red tape. If of the Gerrnment

- function or case-by-case certified type, they can still be
expeditiously granted. Of advantage to those with money as in
‘the case of loss carry forwafd. Government has no present cash
outlay. Government shares in any profits through increased

income tax.



Disadvantages

Often not sufficient incentive, particularly if all industry
enjoys 7% investment credit (to go to 127%) and relatively fast
write-off by sum-of-years digits, double declining balance,

or other methods. Discriminates against new enfrants. Inhibits

broad sharing of "know-how" or patents. : g

Tariffs:

These historically were of great value, but the present trend toward

reduction of trade barriers makes them unlikely instruments at this time.

Advantages

Government gets income therefrom.

Disadvantages

Tends to increase price to consumer.

Import Quotas:

Advantages

A strong tool when used to encourage more domestic production

if there is the possibility of a domestic industry.

‘Disadvantages

They require that all activities by U.S. companies in that
material be subject to foreign government control,

quotas are usually given out by cduntry, thus forcing the
host nation to exercise direct controlyof production and

exports to the United States.

Government Land Policies:

The conditions under which mineral deposits on the public lands are
made available to private industry can strongly influence the development
of minerals domestically.

' Advantages

i ‘ g :
Domestic resources are put to use. There is no cash outflow,

indeed sales or bonuses bring in cash inflow.

a



Other Government Policies

The furnishing of electric power (as by TVA or Bonneville) can be
used to stimulate domestic mineral development. The right of eminent
domain can be used to facilitate tramsportation. The dredging of rivers
- and harbors can assist mineral development. The building of roads can
assist mineral development. The exploration and mapping work of the
U.S. Geological Survey, and the hining and metallurgy research of
the U.S., Bureau of Mines can be directed to mineral development

to overcome specific import problems.

Disadvantages

Appropriations are required to fund these activities.

Conclusion:

'Fortunately, much of the dilemma of which route to use has been
solved by the Congress in the 1970 Mining and Minerals Policy Act
ﬁbich states that it is:

in the national interest to foster and encourage private
enterprise in (1) the development of economically sound
and stable domestic mining, minerals, metal, and mineral
reclamation industries (2) the orderly and economic
development of domestic mineral resources, reserves, and
reclamation of metals and minerals to help assure
satisfaction of industrial, security, and environmental
needs. . . .

Consequently, the options for maximum Government interference in the free
market, such as Government corporations would seem to be negated, and the

options that do most to foster private enterprise, i.e., tax concessions

first, followed by procurement arrangements of the "we (the Government)

will buy it at a certain upset price if it camnot be sold elsewhere" type

are the mechanisms favored by the Bureau of Mines.

These mechaniems have worked in the past - most recently in the,
Korean War period $37 billion of domestic facilities expansion was realizéd
through rapid tax write-offs, authorized by Section 124A of the Internal
Revenue Code (later Section 168) $8 billion of supply expansion contracts

(often in conjunction with rapid write-offs) were accomplished under the

Defense Production Act.
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AN 'ACT A
To amend the Act of June 7, 1030 (33 Stut. S11), as amended, relatinz to, the
.. acquizition of sturks of siratezie apd critieal matg-ials for national doforin
o p"Iv!‘];!-\s
Be it enacted by the Senate end Hovse of Represer! a’u-** of the
i United Stotes of Lmerica in Congress asseadicd, That the At of

June 7, 1939 (43 Stut. 811), as wnendad, is hereby anene ded 10 read
Fhe s follows: ; :

;. - “That_the natural resources of ‘the United States in certain siva-
tegic and -:1'.:(:11 nateriais being dd:ucm or insuiiiciently develey sl
to suppl\ the industrial munar\. and naval nesds of die couruy Jor

‘ } conmon defense, i is the ])u’l v of the Congress and the purpsse and
H tointe. ¢ of this Act to mmu e for the acquisition :'.‘..-( reie itlon ot
[ tostacks of those ater "11-‘ BINGE TaLpaEs s s U ien i setantaas ma v dBayals
: .gni ent of £ . S i S e s Ty b T
s 5 (]"‘l,‘,.\ {l'- NN R Vg e $eda R P e 8 ey oy

sy teY gy

~eozy den

: < upplics ui ThieTinls i1 Gmes o Bation . ] ;
: 3 b - 3
t Sre. 2. (a; Yo erfietunte the poliey set fordd: in section 1 horeof
H £

3
.he Eecretary of War, the Seeretary m ‘the N vavy. and the Seenva
= the Imehm. acting ,nlntl\ thmll-rn the aveney n the Army amd Navy
Munitions Board. are hnxem ll‘l'x(ll x..fc-l 'm(l divecied to dd.n'mirn
fram tine to time, which materiaiz are strategic and eritiesl
provl\mn\ of thiz Act-and to determine. from tire to ti
and quantities of =uch roaterials wiich shaii be stock plisd u::nft:x' 1
provizions of this Act, In determiving the miatavials which are strate-
«  gicand eritical andd the anality and guantities of snme to be acaouived the
Sceretaries of State. 1'1o).1~u'-" Agric lhme m.d Commeree #1ll each
v designate representatives Lo cuopr: e with the Neeretary of Wan the
Seerctar v of the Navy, and the Secretary of the Interior in carrying
out the provisiorz of thiz Act.

“(L) To the fullest extert practieable the ‘(‘LILK.J\ r;f War, b
Seeretary of the Navy,a nd the Secretary of the Interics, setin u-:""}',
shall appoint industry advisor v U,m‘llllhuN sotectedd from the in
- cancerned with ihe materials to be stock Piled. Tt shall e dhie
¢ L funetion of the industry advizory committees to advise with the 0

- ——— g
e
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t'J

[ © . ary of War, the Seeret ary of the .\.nv. .nm the Seerctary o7 x'vm
Interior and with any agencies thre ueh which they may exereis
oy S of their functions under this Aet with respect to the ;uxct:..:. saiv,

care, and handiing of such naterials. Mendiers of the industry

I; - . cadvisory conmmittees shall receive a per diem ailowanee of rot to
- exceed $10 for cach day =pent at conferences held upon the eall of the

. So::rcl'u‘) of War, the Seererary of the Navy, and the Sew tetary of the
 E jl:xcl ior, pIns necessary traveling and other expenses while s ngraged.

. § -
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« “Skc. 3. Tho 9'- eretary of War 2nd the Se crotm v of the Navyshall

direct the Seeretary- of the -reastiry, through the medium of he \

Pro.,uw'm it Division of his Depanent, to—

“(a) make purchases of arategic and eritical materials witd

due regard to the « Bjectives st furth in section 1 of this Actand
-parsuant to the ‘.uu.mw.u.onn as provided in section 2 hercof,
which purchazes (1) <hall be mide, 30 far as is practicabile, from
supplies of materials in exces s of the current nudnstrizl demand
and (2) shuil be wnde in -xumua'r-1 with title T11 n. the Act of
March 3, 1955 (h \l i, 1520), but may be made withoeut regand
{o section 33109 of the Hevise] \lmm-- A reasenable v--"o {not
to excead ere year) shall b ailowed for produciion and delivery
from domestie sonrees and in the ease of any such mazerial avail-
able in the Lm.ul V..x.u_":( which has not bLesn developed
commercially, the Seeretary of Warand the Seeret i the Navy
may, if they find that ihe production of sueh materiz! is econom-
lmil\' Teasible, dirsct the purchinse of such nisterial withiout
requiring the vendor to give b oy

“(b) provile for the stor and maazintznance of
5imtorm ard eritieal materials "{or =tccl\ piling purposes on
nn"f.l'v and naval )‘-"l'-'.‘t'(‘l‘~ or other locations, approved by
the secretary m Warand the Scevetary of the Navy:

. “(e) provide throunh noringi con: m*cmlclm l.;(‘lb]ﬁ"t

ing or provessisig of any mater:

this Act when the Sceretary of \\ e ..d the Secret 'r\ ol the Navy

deem suich action necessary to convert such materials inio a ford
est suitable for etodk piling. avd suel materials may be refined,

sprocessed, or otherwize benefiziaied eithel before or after iheir

transfer {rem the owninge ayency:

“(d) provide for the rotaticn of any strategic and eritical
materials constituting 2 part of the stoek pile where necess:
prevent deterioration by replacen scauired steok
equivalent quaniities of substntiaily the same mate rml with the
apprm al of the Seeretary of War ﬂ:. the Seeret ary of the .\ Eao

“(e) dizpose of any materiuis held puranant to this Act which
arc no longer needed bogittez of any reviced determinaiion made
pursuant to seciion 2 o1 i ,-,t.nahc.o:zmﬂu provided. Nosuen
disposition shall ke made wntil six months after publication in the
Yederal Regisier and (ransraission of a natice of the proposad
disposition to tiie Congress ar:d to the Military Atfairs Committee .
of each Youse thereoi. Such netice shall state the reasons for such
revised determinatien. the amouris of the mmcu.x}s';)rn}ms-c-cl 10
be released. the plan of dispesition pr m\‘cd te e foliowed, and
the date upon which the n‘mn.u iz to beeome av aitabils for saie
or transfer.  The plan and date of disposition shall be tixed with
due regard to the protection of th e Untted Siantes agcninst avoid-
able loss on ihe siie or L anster of the marerial wo Lo released aind
the protection oi pr c-..acu>, Processors. sid consuniers waninst
. avoidable disruption of their usnal mai ketz: Procieed, That no
material constituting a part of the- stoek pxlca may be dizpesed r»f
without the express .lppx‘m'.ll of the Cunrress exeept wisere the
revised determination is by reason of ob=olescence of that material :
. for use in time of w ar. “For the purposes of this paragrayh a. .-
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i rc\'m‘d dclormmannn ic by reason of ohsolescence if such deter-

A j .- mination is on ac«.mn't of (1) deterioration, (2) develonment er

; e discovery of a new or betternaterial or materials, or (3) nofurther

usefuluess {or use in time of war, */

“Sre. 4. The Secretary of War .nml the Seeretary of the Navy shall

- submil {o the Congress, niot later than six montlis after the approval

of this Act. and every six months thereafier a written report detail-

ing the activities with u‘~pml to stock piling under this Aot :mh diner

a statement of foreizn and domestie purchases, and such other pert net

information on the adminizirativa of the Act as will enable the

Congress to evaluate itz administration and the need for amendients
and related Jesislation.

“See. . The stock piles wal] conzizt of all such materials heretofore
pmch.w-d or transferred to Le Leld pursuant to this Aet, or hereatter
transferred pursuant to section § horeot, or hereafter p urchased P
suant to soction 3 hereof, and not dishosed of pursw it to this e
Except for the rotation 1o prevent d:‘.exzm‘.man anyd except for the
. d1=po~al of ANy mater ial mnu.....u to stetion 3 of this .\u. mater:
- acquired und.r this et shall Le x\.ea-ml for use, sale, or oum

I)O\hlﬂ‘l only (a) on order of the President at any mrc w .10.1 n
]lh]""n"l.l such release is required for par ,mms of the common deiinse,
or (b) in ume ol war er m..x‘u- a n.mu.ml emergency with re-piet |
to cominen defense \~ro~:l~uu‘~»d o 1 u~~denl. on order of such

1

V- © agency asmay b2 d wied by the President. -

¢ "SLL. . (a) Pursuent to reguiations issued by the War Asseis
i Adminisfration or s’ successor. every material dcu-m\'r'erl to, La
: o, <tratc"v‘ and eritical ‘1.... 1 'n. to seetion 2 hereof. which is owned or
P SN conlmcud ior by the Tnites .:-::1 ¢ or any aczency thereof, incluain
any material received from a foreion rrmx nment under an arree:
made pursuant tothe SSct of Maren 11,1941 ($0 Star, 31), as auen
or cther authori y. shall be transterred b the ownineg azency.

.

. determined by such '\m"‘ ¥ to be <..xnl s to its needs and resnc
bilities, to the stock piles cstabiishe 1 pursuant to ihis Act.’so l‘.oz:
the amount of thc stock pile for that material dees nou exceed ihe
quantiiics determined therefor pursuant to seetion 2 hereof. There
shall Le exempt from this requireraent such amount of any materi: i 0y
is neceszary to make up any deficiency of the suppiy of such raierial
for the current xcqm.cu. -3 of 1nsdustry 23 determined by the Civiiia
Production Administration or its succeszor, There hail aisg L«-:
-a exempt from this requirement (1) any matevial which constitaiez
contractor inventory if 1ite owning agency shall not have taken pos-es-
sion of such inventory. (2) such amoiint of any material as the Army
- . and Navy Munitions 13 nnd detertaines (1) are held in lots go q..\.ll
i as to male the transior thercot ecor wonmically impractical: or tily «xo
. not mect or cannot cconomically be cor werted 1o meet, steck-pile
requirctients determined in accordance with seetion 2 of this Aet. The
total material transierred to the stock piles established by thiz Act in
accordance with this section during any fiscal year Leginning nore
than twelve manths aiter this et Leconwes law shall not exceed in
“value (as determined by the Seerctavy of the Treasury on the basis
of the fair market value at the time of cach transfer) an amount to
y(‘; be fixed by the .zmnn{n intion Actor Acts ll‘l.llln"' to tlic acquisition of
‘\; materialsunder this Act.
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“(b) Any (r'\mfor made pursuant to this section shall be made
without charge against or reimbursement from the funds available
under this Aet, except that expenses incident to such transfer ay
Be paid or reimbarsed from such funds. and except that, upon any
such transfer from the Reconstraction Finance (ulpm.uiun. or'any
corporation orsanvized Ly virtue of the authority contained in the
Act of January 2, 1052 (17 Stat. ). the .,.-«"ol wy of the Treasury
shall cancel notes of Reconstruction Finance Corporation, aud sums
due andd vapaid tpon or in connection with such notes at the ting of
such cancellation, in an amonut eqnal to tho fair market value as
determited by the Sceraary of the Trea wsury of the material so trans-
{erred. .

“(c) Eliective when ever the Secrctary of the Treasury shall cancel
any notes pursuani to stbsection (b) of this section, the amount of
nole;, debientures, bonds, or other sech oblizations which tie l.c'« n-
struction Firance Corporation is anthorized and empowerel to have
outstanding at any ene thne uteler the pm\:~.nl s of existlng law shail
be dccl.mhu.w redtead Ly the amount of the notes so canceled.

“(d) Subszection (b) of zectiof 14 of the Act of Ocivber 3, 1944 (58
Stat. 762), is herely *m('.'.umllo read as follows: .
“f(b) Subject ouiy 10 ~ubzection (¢) of this section, any owning
agency may di ELEN c-i—- 3
“‘(l) any properiy which is damaged or worn bevend eco-
nomical repair:
il ") any waste, salvage, seran, or nthier ~mm‘r items:

o “‘( any product of mdustrial, 1c~r'nc 1, asrieniturzl. or live-
slock operaticns. or of any pu'n'lc \d‘l.\a construction or main-
tenance projeet, carried on by such ; aueney

which does not consist (n waterials w irich are to be t iransferred in
accordance \\uh the Strateric and Critieal Materials Stock Piling
Act, toihestock pilese: uu..-v-*d purs ant to that Act.

“(e) Seetior 22 of tle Act of Outeber 3, 1044 (38 Stat. 783), is
hereby repealed: . Provided. That any owning awency as detined in it

. Act having control of materials that. when determined to Le s rplas,
_are mquucd to e uransferred o the steck piles pursuant to subsection
(a) hercof, shail make such determination as -oon as such materials
in fact become surplus to itz needs and responsibilities.

“Src. 7. (a) ‘The Scerctary of the Interior. through the Director of
the Bureau of Miucs and the Divertor of Geolugical Survey. is hereby
author ized and directed to malke seientitie. technoiogie, and econale
investigations concerning the extent and made of oceurrance, the deve!
opmont mining. preparatien, treatment, and ntilization ei ores .Jul
other mineral substances found in the United Stztes or its Territories
or insular possessions, which are esvential to the conunon defense or
the industrial needs of the United States, and the quantities or grades
of which are )h.u.eull.l'(‘ from known demestic sources, in_osger 2
delmnnnn and develsn demestie senpees ui cin l\'. (n ey P
TNC OIS 108 1Lt 2 ot teit &ttt LAl il 7ot g1 0 futs - kg, et
to develop substitaies ior such essenuial ores and mz.m.nl prodicts: en
public Jands md on- privately owned lands, with the consent of the
owner, to explore and demonstrate the extent and quality of deposits
of such mincrals, including core driliing, trenching, test-pitting, shait

smlun,_,, drifting, cross-cutting, sampling, and metallurgical investi-
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gations and fesis as may be necessary {o determine the extent and
;- -quality of such deposits. the most suitable methods of mining and
veneficiating them, and the cost at which the minerals or piet: Iz may
“be,produced.

“(},) The § .cmnl.n\' of Aariculture is hereby anthorized and dlm.tod
to make scientitic. technologic, and cconomic investigations of th
feasibility of c“wlmu'm domistic surees of supplies of any ﬂ"x'cul
tural material or for using weervicultiral cor amedities for the manufae-
ture of any matervial Getersuined parsnant to seetion 2 of this Act to
be strategic and cvitical or sub-titntes therefor,

“Sec. 8. For the proenenent, tran sporiafi jon, maintenance, rota-
tion, storage. and rufining or processing of the materizls to be s aequired
under this Act. there is Tereby anthorized to be appropriated. out o;
any money in the Treazury ot etherwise appropiristed, such sums os
the (,owvum from time to e, 2y deem neccary to carry out the
provisions of this Act. The fw u-u so appropriated. including tie
funds hu‘.tofon» appropriatel. shail remain available to carry out the
purposes for w Lish -11:‘,,01)1:.“11@ untibexpended. and shall be expended

PRI B OSSR SOLE L L SR L R S DX Wt A 98

under the joint direction of the Scerctary of War and the S ecr clary

of the Nuvy,

“Sre. 9. Any funds heretofore or ‘*cxmftor xocoi\'cd on accoeunt of
sales or other (u~‘m~ﬂmns of materials u nl he provisions of this
Act, excepst funds received on account of the ml.u'nn of stucks; chall
be coverad into the Treas nry as miseellangous receip:s.

“Src. 10. This Act may b; cited as Lho ‘bl,.uc'"c and Critical
Materials Stock Piling Act’

: C Approved July 23, 1946.
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117G  THE J0INT COMMITTEE ON DEFENSE PROUUCTION
THEDEFLRSEPROZUCTION ACT OF 1850,' AS ANMENDED?

AN ACT T
autlorir-

-‘ml zesistauce lu- cx“ LYOD et frosue-
tive ¢ 1 ¢ 4 wepe Btabilization. neewids for tte
settiercnt Inbns cipltes, cL3theu conlrois over credit, and tr these ucueufed
frcilitste the produclion of goeods ‘acd serv.cea zecessary fut the navtionsl sesuiitr,
sud for OlLor pPurpuSes.

e it cuccted by the Seraic and Hevsc of Reprerentatives of the Uniled
Siates 6f America in Congress craemblcod, That this Act, divided into titles. may

- e

be cited as “the Defense Proiuction At ¢f ib50.
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