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TIE DEFLIGE MDNERALS ARONISTRATION AND THE LEAD DNDUSTRYN

L4
Jsos Boyd, Adwinistrator, Defense Vinsrals Admintstration

Mr, Chairman and members of the Lead Indusirim Associstion. Several monthe
have pasred since your oble Secretary, Bod Ziegfeld, extended me sn invitation %o
sttand your amual moeting and tell you of the aztivities of the Dafense Minerals
Mzirdstration and 1ta relationsiip to the lead industry, I was bonored and pleased
o receive the invitation to speak for 4t 43 alwxy’s a pleasure to meet with menders
of your group., At tho tins of Bod's invitation, however, it appesred that load was
one of the few essential incustrial motals for which there was no great supply froe
blems It seemed, tihcrefore, that there would bo wery little intsresting infoarmatiom
that I could tell you with respect to the Defense Minerals Adainistration and tie
load {ndustry, But as you all know the lead supfly situation has beooms
critical in recent weeks and, contrary to ry early exvectotions, I had no difficnlty
in assembling saterial widch I believe should be of interest to all in your associse
tion. I =z ploasod, thorefore, to have tlis opporturity today to tell you scmetlding
of the laad progran and other sctivities within the Defense Minerals Administration
as they pertain to tls lead industry, :

The functions and responsidilities of the Defense Minerals idxinistratiom
are many, Ve sre charged with responsidility relating to more than 80 minerals and
motals. With respect.to lead and other nonferrous metals and minerals our respone
sitilities cover their raw state through the process of smolting and refining, Ooe
of our principal recponsitilities is that of bringing the supply of strategic amd
critical minerals into balsnce with requirements. To exercise tils responsibility
wo must currentily analyze and forecast prospective metal and minaral supply and
davelop prograna o put into operaticn the objectives of tho Defense Production Act
of 1950, However, bofore a program of minera) expansion can function 4¢ 43 nac
to know mineral rsquirements during the omergency period., Requiresents far load and
other metals and minsrals are asse=blod by and z3da svallahle to us through ths
Defonse Production ldministration, It is their job to tell us the requirenents for
the military services, for civilian use, and for 21l agsncies of the Fodcral Governe
mont including the strategic stockpile., Having received these requirements we must
ascertain the sourcos of supply to meet the established need, In this regard we
feel that our figures an lead supply during the emcrgency period are the best obtaine
able, for after all much of our information coses froa you people,

As in the caso of many strategic metals the anticipated requirsments for -
lead substantially cxceod the estimited availadle supply from dcaestic mines, seccodxy
sources, and imports, Thore is thus a gap betwran supply and demand wihich must be
f11lod by naw or increased roduction and importe.

Creating an incrossc in the outmut of minerals and metals in shert supply
is a mojor function of tho IMA, To fulfill this function the Defense Production Act
has provided us with tools in the form of financicl assistance such as accelerated
mortization cortificates, loans, guarantees of loans, procurement contracts, and
incentive paymants for new or expanded productions All are designed to encourage
industry to expand mineral and metal cutpute

sPresontod st the 23rd Anmusl Meeting, Lesd Industries Associstica, May 1718, 19
¥ow York, W, ¥, ’ 4, 293
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It {5 upon tho recommondation of the Defense Minerals Adxinistration that
cortificates of nocessity or accelerated amortization of cajdtal inveataent for tax
purposes aro mudo, uring the last war the certification of accelerated smortication
wa3 eather 100 percent or nothing, Congress has been critical of this approach and
has inaisted that this tine only a percentiga of <he total amoriisation be granted.
Such a percentcgs will bo industry wide and bused upon tho estizated decrce of market
obeolosconce occarionod by thu noed to expnd beyond nor-al noeds Yo meat the emarw
gencye In orriving ot an sne=wor regarding poicetinmo potentialities of a facility,
wo havs develcped informaticn which projects thy morket for prodvcts of that particws
lar plant against the total suppliss, incicating how leng those plants could be exe
pocted to continue in production after the fivowyear smergsncy periods Adddtional
sdjustmants are rada to allew for relative sizo and costs. Such adjustasats may de
up or down from tho Ludustiry avoraje percentage.

If the Dafanse Minerals Administration is satisfied that private entorprise
cannot undortike desired axpansion of production in ths adbsonce of an assurod markot
for the cutput, it may scrange for procurcment contracts with individual enterprives

fur the purchass by thn Fadnral Onvermment of thetr recdactad outmmt ot a mind e

price for a specific poroid of years, providod mthorisations for tho ocssdtmont of
funds for this purpose now pending bafore congruss sro approveds

The Covermment agoncy which makes the actual pruchascs is the Ooneral Servicee
AMainistration; but it acts on the certification of Dofense Production Admimistration )
wiich, in aur, roalies on the recomondations of the Dafonse Mincrals .cdzinistratione 4

As in the ceso of gine, {t 4s proposed to establish procuroacnt contracts
for lead based on sacltor settlument at the curront markot prico with & floor prioce ;
and & time period to be dotorainud by mogotiation. Such a coatract with an oporatar
of 8 lead xinc would contain an option for the Govermment to taxe the production with
the provision that wunlass the Oovormmont exorcisoe its option tho maturial vill come
tinuc to bo sodd o iniustry through usual markat chammels, To date, IMA has antered
into some caniracts whoToly & floor 4s guaranteed to tha producar so that he can
finance his otn oferailon, Tho only caso whore Govormment funds are directly expend=
«d 1s »on tho murket siould fall balow the ostablished floor price, Tnon the (overm !
mont would have to ctop in and poy the 2ifferunco. It is mot anticipatod, howover,
that tho taxpayer will havo o pay additional seney for this prupose during tho petw
{od tho contracts are in force, for if military and civilicn roquirmonts increase
as anticipated, ‘ncro will bo a damand for all the motals and minerals that the domostic
industry can prodnce, undar existing conditions,

Loans far expansion of capacity, devalopmont, and production of minarals
sre offored in caros wicre financial assistancay frm privete sources are unobtainable
or available only on wwroanorable terms, Tho func4lon of [KA in this rospoct i{s cone
finod to rocosmondations that such assistonce is nccessary to carry out the objoctives
of tho Defense Production icte To dato ewiry fow loans heve beon granted for mineral
exparsion, Tho Adainistration hos adhered to a prcferontial policy of utilizing tax
snortigation certificates and procuraucnt contracts, Loans require checking into
crodit and deteiled eatimate: of tho possibility of repayment,

Mnancial assistanco is also given for tho purpose of anocouraging the axplosw
stion of unknosm cr undovclopod sourcos of minorals and metals, It is snticipatod
that this Yypo of assistance, which is under tho full responsibility of the DMYy, will
bo holpful to lead mining. Yo faol that this progran answors & noed evident during
the past threy to fivw yuers for encouragoaent to small minars md oporotors in theis
work of exploration devalopment, It was not, howsver, dczignod as a rolicf program
for tho minar, tut as a mocans of rssistance in the soorch for now oro bodios o ime
prove our minoral poasitions For load, sino and oopper doposita the spplicant undog
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the axpleration frocram must patch goverrmant funds of sn squal dbasis, Funds advanced
by tha cverrrent aro to be considered as & grant to be repaid i the exploration is
profitatle, but to be cancelled if unsuccesaful, It is gratifying to note, in the
short time cha sxpleration progranm has been in eoffect, the willingnoess on tho part of
most of the applicants to match funds with the Fedsrul Oovermment in shaping wp their
respective axploration progra:s,

Althougl: thore 43 a current shortages of lead, the information we have obtaine
od froa inhatry concerning present expansion progras indicates that supply and domand
11 be in substantial balance after 1953. There is, lowever, the problen of mosting
roxptly a deficit durlng tho next two or throe years reculting from the deplotion of
stocks in the hands of smalters and consumors and the lead roquirements of our domwstie
industries and our alliess This provlea is complicated by tho uncertainty of LupoTise
Thercfore, we have come to the conclusion that 1t will bo recossary to enter into an
incentive prograa for both lead and sinc, and thoss two metals are commonly produced
from saall minpms, the alministrative burdsn of entering into indivicual small contracts,
cxcept for very large procucers, is naturally impossitlos Therefors, we have been
working diligently to Qeveiop a satisiacior) Lim satlve piveiwa wquadly siptatls foe
cmall .Toducorse In this conncction wo have pot with the Socrctary of the Intoriorts
Zinc and Lead Advisory Coc=ittoe which i3 made up of reprosentatives of small inde-
pendont, medium anl large businosz enterprires from various geographical arcas in the
United Statec, Tho advice and assistance we have received froa members of this comm
rittee, many of whom ara also nocbors of the Lead Incustrios Association, hns been
cxtremoly gratifying, The gensral foeling af our advizors in the lead and sine
industry {s as followss

WAs to other metals customarily domestically produced undsy
froe narkot conditions, the committoo bolicves that a flat
Feciwm for excess production, whether from now or cstabe
1ishod minos, fixed at a ratd Mgh enough to btrring supply
and porriciiblo demand in dalanco, would be the most effie
cient and cconcmical mothod of solving the problem.®

Unforturately L he requirement of in incentive progran in lead and tinc invole
ves the cornitment of substantiil suas of CGovornswont funds, The propossl to pay a
borus for ncw and expanied production as sct faorth 4n the advice of tho National
Mincrals \dvisory Council, would require & minimm (ovorment coemdtasnt of $8,000,000
a yoar for approxinately 100,000 tons of recovorable lead and 4t would h-ve to be
comxitted for tw or throe yosrs in advance, Budget resentations now bafare Congrees
include fundis for this prupose.

If these funds are approved, D,M.A, has a plan in advancod stage of prepars=
tion which would be {mmodiately recommanded for adoption, This plan is based upon
the industry?s recomendation, For covicus reasons of raising possitle falso hopes,
it {3 not wise Lo cnnounce ruch plany wntil thoy have boen {inally approved,

Thore arc othor factors which have a boaring on future supply of lead and
which call for assistancs from tho Defense Minerals idministration by other means
than thosc which I havo cutlined for you this morming, One of these is the contirmiee
tion of zaxizm producilon et exieting mines througn assistance in cotainming machiney
supplics and oquipmont, Inassuch as genural control ordors on mining nachinory and
equipment have ot yot boon put into offect, thu activity of DMA in this respect has
baon of nacossity on a caso-by-caso basis and our staff has handlod virtually thousaads
of individual expediting actions,
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Manpower for the mining industry h2a also benn a pretlas with witich the DMA
has had to cope, MLlitory manpowsr requiraments bogan (o tap personnel from industxy
Anost {rmodiataly after tho opsning of the Korean conflict, Moreover ia areas of
strirgont leder suprly, such os tha Coour d'Alene slogilon of Idahw, thare has boon &
noticosble xigration of mine labor to mushrooming dofonse industrics in the Pacifie
Northwst and to foverrment hypgromolectric consturction projects in that aruvae DA
enter>d the manpower discussions at the very boginning of its existence last Fzli,
and in presonting tho caso for ths motel mining was atle to eetatlish with the Departe
mant of Lader the ncooscity for including the underground actal minur on tho list of
eritical occupetdons, Furthormare, a large mazbor of casud nmvolving inddvicual
resarvs of ficars have boon prosanted to tha militery suthorities and the I3 has i
may instances boon ablo to secure stays and defcrments for irrcplacoatle mca in kay .
positions,

Those xothods af assistance to the lead industry in expanding the dowostis
lead supply to meot roquiroments during the naticnal emcrgency are Ly no meins a
cocprehansive romms cf the full dutics of tho Dcfense inorals Admimdistration,
They do, howcwar, scrva to indicate that tho NMA 1s resly and ahla th werk with the
motal industrics to provice the stratogic minorals which arc the lifo blood of our
industrial oconoyy and dofonsy effort, Ve are confidont that {n tho Defonzo }incrals
sMuindstration wo have 2 constructive program for tho ad industry, one which will
provide the peccssary lead to mcet essential civilian and military requirancats and
which will providec expansion of the lond miming industry tirough dovclopmoat of now
dopositas. Te kmow that wo can oount on tho contimucd cooporsticn of tho load industry
in fulfilling thoso objoctivos,. ’

% havo in tho past ten yoars boca through two emcrgency poriods, doth made
moro &ifficult in the doaginning by scricus shortajos of zetorinlse o8t of tho com
trols aro tonu result of such deficloncicse uch umnocossary dislocatiosn in tho
oconoy during s trensition period ie brought sbout by the rolative infloxdbility of
satorial supplicse I hopo that wo mar lourn from these cxparicaces and find a vy
to sclve at loast part of thy problome

In conclusisn T wizh to mako 2 fow rumaris oconcorzing the zitcation ia witch
tho Defonso Minorals Admirdstration finds Lts0lf with rospoct to its opcrations,
As you gentlormon undoudbt:ofly know, wo aro short of skillod and Qualifiod parsoancle
1 cannot arphavize too atrangly our neud for cocpotent mun wio cfa aszist us =ith owr
work in Washinglon, Early in the ycar, Frank Casc of Anaconds Coppur Compary &id a
splontld Job of hilping us staff up for our prcli=inary task and lirgely oo tho izp=
ctus of this orifincl offort = h-wu carricd on so far, Unfortunsicly this has not
becn onough and wo ore now suriocusly impedod {n our work decause of not only a shorte
ago of manpowcr but also Locuso wo lack the type of zanpowor that is most affoetive
in gotiing 3 jodb dang in Washingtons Wo nood younger men and wa nocd vigorous aon
who have knowlodge of mining and who know thoir way arocund Washington, T apmrocizte
that 4t is almost imposaible to locate such indivicuals without drawing upon many
who aro in criticzl positions in industry, but I do not soe how wo can mako rapid
progroas {n this progron under tho pruscnt soteatps

I wish to call your attontion to thy fact that thu potroleum industry, ime
modéatoly upen passage of tho Iafinse Production aot, wastod 0 tsu in coming to -
tho sssistoneo of the Departmeont of tho Interior in tho staffing of thu Potrolowm
AMministration for Dofensc, Thay not only furtdshod to tho Dopartaont some of tho
bost nun available but groupe from tho Potroloum Advisary Council put tholir fingoy ..
on tntividuals wd ldterally statsd, "You arc going o Fashington to do a Job®s
Tho putroleoum industry rocognized tho importancc of having an adoquate staff availablo
in the Fodaral Govortmont to do this job,
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Q It is ofton difficult, duc to Civil Scrvioe repulations, to put mon on
" immodiately Wt as a poncral rulo wo havo baen ablo to as:ign & man to a position in

Yrekington within a reason kiy puriod, A% 2w presont moment wo do not have Dopayy
Adrinistrator == I am looking for a man for this positicn now, I cammot ovorwephie
8i30 to you tho impirtanos of having {n Washingien a compotont and kxrmledgeablo
group bucauso tho industry will bo profoundly influsnced by docisions mado in tho
Dofonse Kinorals ‘dministration possidly for many years to comee
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