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KT POR FUBLICATION
SOME ASPECTS OF IWE LEAD TNIUSTRY I¥ CANADAS
7. L. Ballem, Asste to the Coapptrellar

The Consolidated Mining and Smelting Company
of Cansds, lt4,

but also fram financial
Canadian producers, However, f
not 80 faniliar with this s I should like to discuss bricfly
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whick wve must face and resclve.

Althoush T realise that statistics are toring, any cansiderstiom
of the future picture must Le based on the production, consuxption and
export figures far previous years. According to the latest figures
supplied by the Dominion Bureau of Statistics the productica of lsad in
bullion plus recoverabls lead in Canadian ores and concentrates shipped
for export in 1508 and 15LS was 167,251 tane and 150,L51 tons respectively.
The production of refined lead from 2ll socurces, i,e, including amounts
recovered fron foreign ores treated in Canalizn saelters totalled
Ub,Ls tons in 1549 compared with 160,025 tons in the year 15,3, With
the sincle excertion of the year 19uL, the output for these two yesre is
lower than for any other year during the last decade, Canada's peak
prodiction of 256,000 odd tons, in ell forms, wes achieved in 1542 under
tho stimulus of war, 1 might add that, fram the standpoint of werld
production, Cansda now ranke fourths being surpassed ty the United States,
Australia and Mexico in that oarder, At times Canala has ranked third
ahesd of Mexico., Briefly, let us examine the ressons for this reduced
output, Juring the early 'LO's, as you can appreciate, the meeds of war
placed the exphasis on production. As 8 result, durirg the last few years
mich more time has been devoted to doing & considerable amount of soecalled
dead work and development, which pecessarily was postponed during the wer
years, Therefore, one should not view this reduction in Canadian outpwt
durirg the last couple of ysars with alarm as it merely ropresents a retara
to & more normal and orderly production, During tids time, even with
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somewhat enlarged working crews, a larger part than usual of the endesvours
of most of the Canadian producers has bteen devoted to additional develops
pent and to getiing our Eines back into good ordsrly shaps, Undoubtedly,
the higher prices of lead which prevalled $n 19L8 and I9LY greatly
assisted in performing these much noeded ¢hores in a much shorter tise
than would otherwiss have been tho case,

Turning to coaasusption, the Cansdian consumption of primary
refined lead during 159 was adut 45,000 tons a8 campared with spproze
imately 55,000 tons {n 19,8, While neither wss & peak year, this rate
is still mcre than doubls the narmal consumption of Canadian industry
prior to the war, Here agalin the incresss is dus in large part to the
great industrial growth which took plsce in Canada under the stimulus
of war, As usual, this {ntustrial growth was sooompanied ty an equive-
iNOT eXpansioa in Lhe MOLAL JACrICATING INSUSTIY, IT Wil O8 FeaQlly
apparent from the figures just quoted that cur productioca greatly axceeds
our consuaplions The differunce of 100,000 tors or moru must of necessity
bs sxported 1f our Canadian lead mining industry s 10 remain in a healtly
conditions In this ruspect the Unltod Kingdoa has 4in the past alwmay: teen
our chief export asrket for lsad, as well as for the other non-ferrous
metals, tinc and copper, Special efforts hawe becrn, and are being made,
to hold this market and 1 shall revert to this problem later, Perhaps
the most interesting development, however, during the past seweral years
hss bees the markod increase in exparts of refined lead to the United
States. Because o hirh freight rates, the lead concentrate productions
of several of the Eastern Canadian mines have always gone to the United
States far treataent, The expart of refined lead to United States markets
is, hewewver, 8 comparatively new development and T would not Y surprised
if, when the export figures for 1SLS arv relsased, they will show the
United States to have surpassed the United Xingdom as & sarket for
Cansdian produced lead,

Generally speaking, laad ores seldom occur as such ia Canada,
tut are usually associated with othor base sctals such as tinc and copper,
The farme> being the most prevalent associsted xineral, More or lsss
silver {8 also usually sssociated with our lead ores and in magy of the
snaller properties, particularly in Sritish Colunbia and the Yukon,
silver i3 the prudosinate metal value of the deposit, Significant amcunte
of gold are alsc found 1n same deposits., A 8 result, practically sll
Cansdian lead ores have the added advantage of other metal credits,

Occurrences of lead in Canads are found in the provinoces of
Jova Scotia, Kow Brunswick, Qucbec, Ontario, British Columbia, the Yukon
and North Best Territorios and, in addition, in our receatly aoquired
tenth provinoe, Eewfourdland, Production is, however, largely confined
%o British Columdia, Quebec, and kewfoundland; with the first-seationed
provincs sccounting for over 951 of tha tatal lasd produced from Canadian
ares, I might say at this point that the estimated value of the lesd
production in British Columia for 1949 13 ¢L5,000,000 out of & total
value of 31.0,000,000 for all mining within the provincs, Thiz campares
with a value for lead of bettor than $60,000,000 out of 8 total of
$152,500,200 for all minc production in British Colusbtda in 15L3, The
prime factor in the predminance of British Columtia ia Canadian productioa
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4s the Sullivan Nine situated at Kimderley, This uine, as nost of you
know, {8 owned and operated by The Consolidated Mining and omelting
Compay of Canada, Limited, whose Lead Sowlteor and definery, as well
as other Ketalliurzical and Chemical works, are located st Trail, British
Columbia, ZTrail is oa the Columbia Piver about 15 ailes north of the
United States border and {8 about <00 miles by rail west of Xisburly,
Virtually, 100% of the rofined lead productiona of Canada is prociced
at tho Trail load saclter, This smelter not only treats all the lead
concentrates {rom the Sullivan line, but also most of the lead ores
and concentrstet producod {n othar parts of the province as wll a8
the productions fram scveral Quobec ®ines, In addition, the Trxid
smclter {3 troating incressing tannages of ixported lesd ares and
concentrates, For your information the base tullioca fras thy mmeltar
18 sll refined electrolytically ty the Botts process to produce carre
oding grese icod and W rejinery nas e cepecily in szoves o U
toas per day.

Now a word or two about the future, The inowm lead reserves
of Canada have been cstimated at between 6-1/2 & 7 millica tans of
recoverabloc metal which includes some marginil are, Ry far the largest
deposit contributing to this total ia, of courss, the Sullivaa Wine at
Kinbxrlcye . Therv have bwen no substantial recent finds of lced ore
ia Canada ami gencrally speaking the older properties show declining
lead-tine ratios at depthe Higher prices for tmse mctals have, of
course, grcatly stimulated progpecting and the search for new lead
deposits, u8 well as pramoting the duvclopment of known and older
deposits, This applies in gencral to Canada as a whols, Speaking
particularly of British Coluabia, there is considcrably increased
activity in the not too wcll knowa northarn areas of the provinow,
a8 wll as in the Xootenay district, which has produced the largest
portion of Canada’s total lesd output o datee Intcrvsting occurrences
havo reecntly beea discovored {n that vast, unexplored, untracked,
corthiand of ours known a8 the North Fost Territories. Iatuasiwe
prospucting, particularly for basc actals, is a comparatively receat
devclopoeat 4in this ama and nobody knows definitely what, or how much,
sotel values are locked up in this tresendous arva of rock amd waters,
Transportation 12, amd probnbly always will bc, a major difficulty
in the futurv developmeat of this vast untracked wilderness,

Ia Canada, as with th: lead industry throughout the rest of thwe
vorld, 0o major developments in process are in sight other than isproved
materials handling, more mechaniszation, and general betterment of worke
ing conditions, Although talk of construction of a lead smelter in
Zastern Canada 13 revived from time to time, I know of no caoncrete
proposal for any substantial iacrease 1n lead rvduction plaat eapacity
in Canada,

Now far a brief survey of same of the problems confroating
the lead industry ia Canada, Most of these are nct confined to the
industry i3 =y ccuntry alome, but are commoa to all of use First,
there 15 the question of supply. OGeologists have estimated, oa the
basis of known drposits and with world consumpticn at s rato of
1,600,000 tons per yoar, the average lcvel over the past 2§ yuars, thet
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thors i8 only betwscn )0 and )S years supply in sigite AL firstg

glance that i3 not & very brignt picturc. However, we {n Canada, and

I a@ sure all of you hero, have a much morv optimistic cutlocke Ia

tho first placo thu known load orv reserves of 10 « 15 years ago wure
substantially the samo o8 tho figure just statwd and probabdly will
8111l bu about the sxzae 10 « 15 yvars from now, Further, although
there have becn no new large finds of lead in recent ysars, widoutedly
nww occurrences will be found, Additional 3upplies myy also bc obtained
at depths groater than sre prescntly being ained and materials now
classcd as waste may eventuslly be profitably converted into metale

To think othurwiss would gruatly undiresstimate the adility and ine
genuity of our explorstion staffs, mining vaZinuers and actallurgistse

furning now to markets for lead, we fs0s 8 Droblem at the
sament peculisar to Canadian producers. Evar since Canada beCame an
importunt lead produocr we cauld count oa sclling a substantial part
of our productioca to the United Kingdanme This market now, huwever,
shows very definitc signs of slipping mainly bucause of currency
restrictions, Recent dewcloprints indicate that, notwithstanding
ths devalustion which occurred last fall, Britain's sonetary diffioule
ties uruv far froe being salved, Ja fact, it is felt in soms quart.rs
that hur positioa, if enything, is graduzlly dcterioratinge Ia this
connection I czm. across an itua reccntly which iatercsted ms and
which, I am surc, will be of inWrust to you, Last year Groat Britaia
exported chiefly to Egypt and India somcthing in the neighbourhood
of a Hllion dollars worth of goods for which she recuived no paymunt,
This muans that the procuctive capacity of the country to that wxtent was
withheld from doller carning channuls and froo channcls of lnvestooat
wtich =ight liter eara dollars,

Ia the facc of this, our reactioa naturally is to look to
United Statis murkets, @ do not nwed to tell you that your country
{3 20 longer self-sufficicat with regard 10 the supply of lexd and
other base mutils, From a long turm point of viiw, your present
noreal dozand can prodadly no longer be met fro= domestic sources and
undoubt.dly the dumand for lead will incresse and parallel your contimed
upward trond in population and industrial expansion, Consequerly,
buing sdjac.nt to you and with exoellent transportatioa facilitiee
cannecting cur two courtries, we, in Canada, feel that we can fill a
portioa of this gap bctween your demand and supply with substantial
advantages to both, Among other obstacles to be overcome, aof course,
19 your tariff, This, I roalise, 18 a very contentious point and I am
in no position to say what your tariff policy should or should not bee
Rowever, I would like to loave this thought with you = to be assured that
your industrial duwsands for lead are fulftlled on terms and conditions
not less favourablo to your own consumers than to confumersd {m other
courmtries, Asens to us to Pely to 3 great extent on your supocrt L 8
policy of fair international trade conditions, In othur woris, we beliewe
that from a long term view of lead supply and dumand, you have less %
fear fram offurings of cheap forvign lvad than you have from an
&suq to satisfy the probably increasing dueands of your ecareing
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Yo discuseion of prodlems confroating cur industry weld bte
complete without same ruference to taxation, While 1 en not familiar
with your United States mining tax laws and rezulations I believe that
the prescnt Canadian tax laws are somewhat more favourabls to the
aining industry than is the cade in your oountry, Ian the first place,
our regulations provide for a deductioa of one-thira of the taxable inccme
sttributables o mining on account of dupletion, Whils this i3 a handsame
and most welcame allowance you can roadily see from the mere mochanics
of the eulculation that it provides much greatscr assistancs to the oper=
ator with a large sargin of profit than {t doea to tia highcr ocost
produccrs Similarily, as in your country, same political intarvsts
not too fanilisr with probloms peculiar o metal alning are critisicing
this allowanco as extending too great a bencfit to the industry, Ia
recent years c«msm tax lsws h-n Aho pennm & doduction m- o
larsiin Liiue o 611 sipuises Linwiiwmi Suilig @ tanellcn joid le
cxploration and prospecting, PFurther, all new mines, base meto) s
well a9 gold, are exwapt from Podursl Income Tax for 8 periocd of three
years {ran the day oa which they are deomed to came 1nto cowmreial
production of or. or concentrates. Uuring this period pre-productios
sxpenses not writtea off and deprociation can bo daferred until later
with the rvsult that 4a most cases one hundred perccnt of thuse write-offs
can be claimed against subsoquent taxable incame. In additioca, shareholdsre
of mining campanics are allowed to deduct as depletioa 10%, 158 or 20%
of thu divid.nds rcecived dipunding on the proportioa of the income derived
from nining included in thc corparations! totsl incame, Further, in aa
attumpt to muduce double taxation on corparate profits, a recent
peruits sharcholders to doduct 108 of the net dividends roevived from
any corporation - mining or otherwise, Evoa with thuso gonerms allowe -
ances, howuver, 8 ocoabined Provincial and Fedural Inoome Tax reto of
382 on taxable incomd imposcs & hoavy turdoa on the mining industry}
particularly when added to increasing property taxse and provincial
taxos oa mine omtpute

For the past 20 ycars or morv, corporsts profits have bLesa
the targct of many politicians. RA.rhaps part of this is duw %o aa
izproper appruciation of wconomic facts « much mon likcly it is e

to the oasc with which such profits can be taxsd plus the faot that
Sg0ak tho ocorporations® has beun and still is a politically popular
tUxao, Any study of sooncmics and businoss dufinitcly indicates that
corporate incom. tax 18 s rcal handicap to progress, The law of
diminishing roturns applice to taxation just as much a9 it does te

the pricing of goods = purhaps more 30 since there is less chance for
an early correction. Whon a product 18 priced cut of the market
patural incuntives 4a a fros and campetitive oatcrprise tond to produee
an early cornction. Howsvor, when rovarmments ovarprice the ocost of
their services the problum becames morc complex and the uffects say be
coapoundud because thuy arv masked for a time, Too high & tax turdea
tunae to destroy its own sourcos ty penalizing businuss success and
rwmoving inoentives for ncw vuntures and the growth of established
industry, Oft«n this will becoma apparuat too latc, since, tp that
tinme, not only have Lax rvowipts diminished tut tho indusatrisl eccnomy
sy bave been seriously snd irreperably damaged,
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@ flowover, becanse of revermeo noeds, both 4in your oocuntry
as well as ming, complote abandonmunt of corporate tax with its doubls
taxation foature dous pot sppear feasible at this time, Our sajor :
goal for the {mmodiatc future should, thurefore, be contimwd cduose i
tion of govermeats and the public with thu probleas puculiar to the
miniay industry and & constant cndiavour to co-ordinatc corporate
incomc tax with personal income tax 80 that they can be regarded a8
complimontary parts of our tax structurod not separate entitice
38 at present,

In the lattor part of the foaregoing 1 have attespted to
outline tricfly same of tho problams counfronting the lead producing
{ndustry in Canada, Lost of those, with variations of coursc, are commoe
to the Unitid States lead mining industry as wll, In bLoth countrice
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wd momunnal problun and pouciea. In view of this thiro 15 aa
increasing t.nd.ocy in samu quart.rt of both your country and mine to
focl that thesc problues should b, solwnd ty incrvased goveromdnt
participation and in somo 0asce porhaps «von a rusumptioa of some form
of govcrrmuntal controls, On tho othor hand, we, in thy load industry
in Canxda feoel, and 7 am surv that all of ywu herv will agrec, that cur
probl.ms can ket do sclvnd ty individual and collective action withia
the {nlustry {tsclf working i & free and campetitive economy.
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