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LEAD INDUSTRIES ASSOCIATION

420 LEXINGTON AVENUZ
NEW YORK 17, K. V.

July 14, 1948

To lemders of the lead Industries Association:

SOBJECT: TENTATIVE DRAPT OF STATEMENT FOR
STIATE COICITIEE OH ILTITIO0R AND
INSULAR AFFA

Enclosed is a tentztive draft of a statement
to be filed by the Association vith the Senate Com-
mittec on Interior and Insular Affairs on S. 240 and
S. 2105, which deal with nine incentives.

The statement has had the prelininary a2pproval
aof the Exccutive Comittes

Sincerely yours,
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i f/k//,jzf, 2
- Secre't.ary ’ :
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Tentative Draft
daly 14, 19L9

PROPOS®D STATTMENT

or
LTAD INTUSTRITS ASSOCIATION
10 BF FILED “ITH
SENATE COSITTFE ON INT WIOR AXD I'STLIR AFTAIRS
OX S. 240 AND . 2105

{e desire to lend our supjort to constructive efforts to
develop and strengthen the ainine industry of the United States, to
conserve our nineral rosources, and to provide metal for the natioa's
perzancnt military stockpile, which are the broad objectives of 8, 240
and 8, 2105.

fe orpose in genernl the $d=a of subsidiration of the rining
industry, feeling that its nrobleas car Sest be molved within the frame=
work of our free entereise vy-ten, pref-rably by revision of the tax
laws nore fully to recognige the inherent risk ol rining, a risk that
has becone :reater as the more eanily accesaible derosits have been
giscovercd and worked out and costs of explor:tion, developnent and
production have dncreased, Specifizally we belicve that, for tax
purposes, explnration and developrent costa nicht be allowed As
operating expenscy defore, as well an after, procuction begins, that
depletion allowancrs right be incroased (Doth of these provisicns now
apply to tho prtrolour industry), and that a tax frec poetod might be
allownd for new ventures after they start o produce, we realize thet
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tax rovision is not within the purvicew of your Cormittec but rospect-
fully sugz st the carly and carcful consideration by the Congross of the
rreonmendations of the Aacrican 1'ining Congress for revision of tax laws
;."focung mning.

IXTLOR.TION INCEHTIVTS

Pending such time as the tax lars takc a morc constrctive attie
tude toward nining, we belicve that S, 2L0 end S, 2205 offcr a fcasible
approceh to the problem of encouraging cxplor:tion, Both bills roguire
participation in the cost by thc produccr as tcll as by the Govermicnt,
thus assuring a grcater degrec of cfficioncy in the operstions 8. 2U0
is rorc definitive in this rcspoet than §, 2205 an4 therafore i3 to be
;ecferred froa this angle clthugh 3. 2105 could br, sirply amended in
Scc. & to be morc explicit 83 to th - proportion of Sovuarment and private
participation an? to avold any discriinstion betzcen different producerss
2 bolieve that Se 2L0 gocs too far in offering Govermont participation
up to 90 per eont of the cost, althnuch there 45 no ebjoction to a sliding
scalc, as jrovided in that Bill, which trcats 211 produzcrs alike, 42
respect fully suspest spocific inclusfon of geophiysical prospecting under
tho defimition of "Eligiblc cxploration,®

PUBLICITY

In the provisjons rlatine to cxploration, 8. 2L0, Scc, S,
and 8, 2105, 8Scca 6, might be considerod a logieal cxpansion of tho
werk done in tho nast by the Burcav of kKincs, Wo rust, howover, point
out & basic distinction, Por mary ycars, tho Bur~su of 1'inas has boon
cngag~d 4n nation=rido prosp cting and exrlorntion of mincral dopositse
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This has been done in the national intcrrst and the 1n&omuon obtaincd
has been available to all of our people. On tho other hand, S, 2L0 and
8, 2105 would provide for the first time, except in a war omorgency,
that thc Burcau of idincs or a sinilar Sovermicnt agency moko financial
gronts to individuel compardics and the rosulting cxpl.oration and informa-
tion would bo for thc exclusive buncfit of tho company participating.
4s 8 safcguard against discrimination 4f Congress provid:s for the Joint
perticipation by Govorment and the mining industry in cxploration
prograns, the Act should eleerly st forth the rulcs and regulations under
shich th. progrms thould be undertrken, (as in 8, 2LO but not in 8. 2105),_
and should providc that all contracts or sicilar arrangcnents between
the Govermacnt and industry beeome public knowledse nas soon as onterod
into.

GUILNTTTD "ROTIT "ND TISCLETINIL.RY FO'7=eS

Vo ar. orposcd to th. provisions of S, 2L0 which provide for
production premiums gusrantzoeing a profit to the producer, ¢ know of
no industry in this country which is gu rantced a prolit. Ho individual
in Govurmcnt should be placcd in th: position of having to detumine a
reasonable profite For thc Jovermucnt to guzrantec a profit catails, ol
nccessity, Govermacnt control of salarics, wages nnd all the othor
clomcnts of cost in n mining cnterprisce In our opinion to ostablish
2uch a policy would be dangerous, wuld be an irproper intcrferonco in
tho op<ration of A highly technical industry, and would r.oprescnt a stop
townrd nationalization of the mining industry,

8y 2105 docs not guarantcc a profit but discrimination mgght
aris: undcr the brond discretionary provisions of 8cce 7o It &8s truc
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that creation of a four-man Board is some check on possible misuse of
thc discretionary powers granted, Pull publicity on all arrangoments
between Joverment and the mining industry should bo provided in this
section as an sddod safeguard, The intent of this section appoars to be
that tha powers be usod only to conserve resourcos which might be perma=
nently lost without Govermmcnt holp, but it would bo most difficult to
administer thia provision fairly,

Take for cxarple two adjacent and similar prepertics, Ome,
efficicntly operated, ~an produce profitably on a rcasonably low market,
The other, an incfficicnt opcration, cannot. 7The former continues to
opcratcs Tho latter shuts down and asks for &id on the grounds that
orc in the ground will be pormancently lost decausa the operatar cznnot
afford to contimuc pumping and maintcnanco worke ‘tho ¢t dotormine
fairly vhether the clain for add {3 Justifi d? Should the efficicnt
opcrater foot the bill, through taxcs, to kocp the unsucscessful onc
going?

1t would be oxtromly difficult, if not inpossidble, to dctur-
mine whether an operator would be able to keep on without Joverment aid
1f no Govermnent aid were available, ancd whether the ore would, in fact,
be forever lost if he did shut down, After all, in the period of high
prices just passed, mary mines that had been shut down completely for
years were reopened profitably, and were adle to produce motal at the
very time it was most needoed.

. NOT KEZDEDL rOR 8TOCYPILING

Under prosont conditions in the metal mark>t thoro is no need
for this legislation to aid tho Oovermcnt stockpiling progran, There
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4s an anple supply of most motals and, in the case of lesd and many othor
m-tals, the lunitions Board is currontly purchasing sisablc tonnages.

8, 20 provides that rubsidiszed production be stockpiled and
therefore r 2oves it fron the open markcte 8. 2105 doos not contain
this provisisn and would put the subsidiscd metal in direct competition
with unsubsidiccd actal,

oosT

Jnile Se 2LO would cost 4n cxcess of a half billion dollars,
8. 2105 placcs mo 1imit on cxpenditurcs, on tac duration of tho Bill,
on the duration of contracts made under 4t, nor docrs it dcsignatc the
actals or mincrals vhich zay receive 'aid, except as dotermined by the
Board, Purtucrmorc, 4n 8. 2105 no coiling &s nlaced on the prlco.plu
subsidy that =may be paid, It would bo most difficult to cstimatc the cost
of 8. 2105 but it could concuivably be wiry large,

An unnccessary oxpensc is cr.oatcd by 8. 240 in {ts establishe
ncnt of & now Division in th: Int:rior Dupartacrt to adeinistor it,

In our opinica the Burcru of Mincs ~nd Svological Survcy have long and
snrtisfacte donlings «Ath the mining {ndustry and arc adblc to handle
intclligontly and cconezicrlly any mettors partaining th reto.

~ CONCLISIO!S

In conclusion, wc are opposcd to minc subsid,cs in principle
rnd prrticul~rly to that typc which guarantocs » profft, It s our

. opinion that fundxamtzl and sound aid to the mining industry can best

bo given through propar tex troatment. A tax apsrosch, morcover, would
roquirs no new adninistretive rachinury, would avoid th~ d ng r of dise-

crininrtion, and would rusult in frr 1333 cost to th. Govormunt,
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#th referenco to 8. 2U0 and 3, 205 spocifically, we are not
opposed to the exploration aids proposed, btut believe that the amount
of Dovernment participatior and the fact that there shall be no dis=
crimination among producers should be clearly set forth in the bills
themselvess 3, 2L0 i3 satisfactory in this respect except that we
believe the maximu Govermment participztion of 90 per cent to be too
large. 8. 2105 appears to be too indefinite and should be amended to
be more specific,

Je do mot favor production subsidics which guarantee a profit,
as provided in 8, L0, ‘'ic also feel that production subsidies ostensibly
{rtend+d to aid conservation, as provided in S, 2105, would lcad to
discrimination and would be a costly cxpsrirent and we are therefore
oppos«d to thoa, Certainly, if 8. 2105 i3 cnacted into law its pro-
visions should b~ surroundcd with safcgiards as to the maximum prices
that might be paid, total cost to the taxpgyer, &nd the mctals and
minerals to be included,

Finally, wc beliove that all contractual or othor arrangemcnts
between the Govarmaent and producers should bo prdc putlic as s mcans
toward assuring cfficicnt adinistr tion and frocdom from discrimination
and that a roquircecat for such rublicity should bc made 2 part of the
law {tsclf,
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