e e e —— <+ A 2 o i Demarks ¥y - -—

TETUIRR la

LIA15703

The Honorsble JOHN M. KELLY
Assistant Secretary for Minsral Resources
U.8. Department of the Iaterior
Washington, D.C.

It 48 a privilege today to address this annual Joint Session of your two
major minerals organiations, the American Zint lnstitute end the Lesd Indusiries
Associsticn, I am plessed to present the vievs of the United States Departasnt of
tbe Interior bafore your groups.

The Government has at least two major concerns with reference to mineral
rav msterials. The first is the adequacy of supply. The Nation must be sssured of
A continuing supply of metals, minersals, and fuels to meet the needs of naticoal
defense, and to support our expanding economy. The second is that the mineral
resources of the country shall be wisely developed and utiliszed so as to contridute
thelr maximum to the economic well-being of the people.

The effort of the Government to assure that the country vill have needed
supplies of rav materials is an important sotivation in much of the Nation's foreign
sconomic policy.

United States trade policies, treaties of commerce and friendship, the
progran of development of under-developed nations, and otber importast aspects of
United States foreign economic policy stem ia large part froa the increasing awvare-
ness of the interdependence of nations vith reference to resources.

The Government i{s not only concerned that the supplies of mineral rav
materials shall be adequate to meet the needs of the econoxy, the Government has a
sajcr interest {n encouraging ihe orderly development of our ovn mineral resources.
For this resson it assists in exploratica, conducts research to improve the useful-
ness of our resources, and io various vays stimuilates the broadening of our
resource base.

Ooe key factor in the development of our mineral resources -- and one that
ve overlook at cur peril -- is the necessity for educated and skilled marpower ia
the minerals ares. 1In America today ve find that the mining industry is facing a
shortage of trained personnel. Our mining schocls are being allowed to wither while
other technologies blossom in our colleges and universities. Especially in the
eastern half of the Nation, the student enrcllsent in mining and petroleun engineer-
ing is declining drastically. It bas gone so far, in fact, that at some universities
and colleges mining courses have been sbandoned and departments eliminated or
beavily pruned. Mining education 1sn't alone in this downtrend; in oaly tvelve
years ve have seen the number of engineering graduates -- in all fields of engl-
neering -- drop more than one-third. 7The so-called glamour fields of electroaics
and space technology are sttracting more of the cutstanding students vhile the
mineral disciplines -- concerned vith the most basic of all the world's resources =
find that they are wvallflovers at the dance. You know, and I knov, that there is
glamour, edventure, and challenge a-plenty to sstisfy all the brillisat young
gredustes vho go into the mineral industries, We all have a responsidility to
encourage students to enter our field, and to provide them vith the revards --
monetary and othervise -- that vill assure thea of attractive careers.
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As & whols, hovever, the mineral rescurces of Americs have nsver been
better prepared to contribute significantly to owr naticnal economic progress than
they are today. Over the past fev years ve have made tremendous improvements in
our tools and techniques of discovery. As a gesult, our knowvn reserves of many
minerals are greater today than ever defore. Technslogy all along the line {s
moving forvard -- in mining, in bepeficlation, in metallurgy, in secondary recovary,
in utilization. Productivity is edvancing 1o almost every aspect ¢f minersl produc.
tion. We bave & growing consciousness of the unused potentials of materials that
are {p sbundance; our grest unused coal reserves, our uranium wvealth, the rich
waters of the ocesn, our devly discovered beryllium ores, the aluminum resources in
common clays, the magnificent potential of oil shales and tar sands.

Bince World War I1 and the Korean Couflict, we have seen aan ere of
intense minerals exnplorsticn. Widespread search for nev deposits both at homs and
abroad vas stimulsted by the groving demand coupled with the threat of shortagss
durirg periods of war or threats of war. JNev and more effective instruments for
exploration, and improved techniques in extraction, processing and utilisatios
evolved under these pressures.

In many instances, and you are Quite faxiliar with thes, man's resource-
fulness bas led to important shifts in utilizaticn of rav materials. The materials
that come froa the earth are bdecoming increasingly competitive detween themselves;
fev markets remain the exclusive property of a single material, thus ingenuity amd
Just plain salesmanship are more important to specific resouwrce iniustries than ever
before. Always around the coroer is & strong and aggressive competitar,

The net result of extensive sxploration, plus the impect of competition
betveen materials, 1s that productive capacity for several minerals and fuels
exceeds requirements. 1In spite of the grovth rate of the econumy, much usahle
productive capacity nov lies idle for lack of sufficieant marketa and incentives.

The President, in his Economic Report, has stated that the overall idle
productive capacity in the Mation 1s on the order of $30 to $40 billion., In the
minerals and metals area the obviously largest 1dle productive capacity is in the
coal, iron and steel complex., Steel ingot capacity §s SO per cect greeter than
production. Siace 1957 there has been a decline of approximately 12 per cest in
domestic steel production. This decline, contragting vith an expected annual
increase of four or five per cent, has had a severe effect on iron mining, ore
trsasporation facilities, coal =mining and coal transport, as well as affecting the
videly diffused ferrcus scrap industry.

The situation 1s somevhat different in the aluxinum industry vhere: the
record-breaking 1962 production figure of 2.12 milliocn tons vas up 11 per cect over
19°1. Yet even bere a half million tons of capscity went unused, and at least cas
coapany dropped its plans for & nev reduction plant; a move that hed unfortunats
economic results in the Pacific Northwvest regioa.

Your ovo lead and zinc 1ndustries shoved ixproved consumption in 1982,
When the fipal figures are in you may find yourselves back to the 1955 and 1956
levele. Yet I need not remind you that the Naticn has both extensive 1&le produce
tive capacity in its mines and smelters and lerge stocks of the tvo metals.
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The Presidant's goal of full utilization of existing resources is
easential if America'’s minerals industry is to continue to contribute to the econo-
mic strength of the Mation, and to provide the basic rav materials necessary for
security.

The full extent to vhich this i1dle capacity dulls the incentive for
explorstion and nev inovestment 1o plant and equipment can only be guessed; but {t
obviously is great and bas far-reaching implications throughout the economy. W
4o knov that in 1961 -- the latest year for wvhich f{gures are svailatis -- the
aining industry (fuel and ponfuel) expended $200 million less for nev plant and
equipment than in 1957. Principally this decline occurred in primary iros and steel
production, primary noaferrous astals, and stooe, clay and glass products.

The Kennedy Administration is dedicated to & groving thited States
economy and sany of its policies, fiscal, monetary, soclal, and trede, are specifi-
cally designed for this purposs. There is also in our country an underlying
philosophy of expansiocn, of better things for more people. I believe we can cowmt
on these forces to carry us into a piviod of grovth in the mid sixties.

Our gross national product (the most comprehensive measurs of economic
activity) for 1952 vas $555 billion. This was an all-time record vhetber msssured
in current dollars or constant 4ollars. It is 8 high base from vhich 0 project
into the xid sixties. But there reaains sufficient slack in the econoxy to permit,
in fact to require, & further expansion. Government policies are dssigned to take
up this slack. Por the year 1965 1 believe the minersl industry can look to s GNP
possibly as high as $5L0 billion and should plan for markets of this magnitude. On
the aversge this wuld be a 15 per cent increase. 1 would expect some categories to
exceed this target and others to fall short. Nt as a vhocle, I dou't believe this
kind of plaraing 1s too ambitious.

Government policies not oaly are aimed at grovth in the American ecooomy,
they seek also to stisulate grovth of the ecoaomies of the entire free world. This
1 knov sounds like m big order and it f{s. But it is the heart of the trade expan-
sion program, our major concern in the Organization for Econocmic Cooperstion and
Development, and our objectiwve in the varicus assistance programe.

Our concern for grovth in the economies of the free world netions --
especially the less developed countries -- has led the AMdministration to empbasise
the formulation of policies affecting commodity trade.

The Government would like to see a greater stadility in the volume and
price of rav matarials.

Over the long run the {nterests of producers, {nvestors, consumers, and
governments are likely to be bLest served by an orderly development of the mineral
resources of the vorld. Price wars, cut throat competition characterized by the
ready discount, and vide open forced draught production that builds up durdensome
stocks are not calculated to enable the world's minersl resources to maks their
mximm economic contribution to the strengthening of the economies of the
countries which are prisarily producers of rav materials.

1 think the Xennedy Adzinistration goes much further than previous sdxine
istrations in displaying initiative and contributing idess in the search with othar
natiors for practical solutions to the problems of commodity trade.
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To date most of the efforts of the Government in the commodity £i¢14 hawve
been directed toverd tropical agricultural products such as coffee and oocos,
although we bave shovn an interest in tin, have participated in the lLesd-Zinc Stuly
Group, in the C(ECD Noaferrous Metals Comxittes, in an internstional consultatios oa
tungsten, and supported a request of the Organization of American States t0 the UN
for an internsticnal consultation on copper.

Wile the words commodity sgreement are frequently heard, the commodity
policy of the Goverament is by no means exclusively, or for that satter primarily, :
directed tovard the promotion of international commodity agreements. Rather it s |
& case-bdy-case approach, in an effort to find soluticns vhich emphasise stadility
and which cushion the impact of violent svings in the market.

One of the stabilization technigques being given wuch consideration s
referred to as compensatory fimancing. This would provide funds for mations hard
kit by short term fluctuations in world commodity markets. Mo one expects this
device alone to solve problems created by cyclical and other short-ters declines in
export receipts. Jt can be used in coajunction with more fundamental approsches
wiich sesk t0 sxpand and diversify a country's production and export.

You are, of courss, aware that the United States has been actively seeking
some form of international arrangemeat that would bring & balance 1nto world produee
tion and consumption of lesd and zinc.

A meeting of representatives of some 15 nations tock place in Geneva the .
lest wveek in March at vhich this protlem wves pursued further.

Most of the nations feel that some form of agreement is desirshle.

Several supported the jdea of production coatrols. The United States indicated
that we would find production controls of Questionadble desiradility, and esceeding-
ly aifficult to sdminister, even if we were w0 achieve agreement on the productiocs
Question. The United States represestative suggested that ve try a short-tera
program of export controls. This proposal didn't get much further than we hed
expected although several countries suprported the ides. JNor did the proposals for
production controls get videspreed support.

This discussion of the increased efforts of governments to exercise more
control over the commodity trade leads to a sobering, and to se disturding,
observation. .

Private enterprise and the basic concepts of competitive capitalisa are
being examined somevhat critically ian the world today in the fisld of resource
develoroent. Bkepticisa as to the ability of private capital to bring about a wise
use oOf resources is appearing {n many places. It's easy to say that it stems from
the constant drumming of the Soviets and their satellites. Jo small part of it,
hovever, stems from the coovictions of many people that private enterprise not oaly
cannct develop and utilite resources iz an orderly manner but that the extrective
industries cannot contridbute much to the development of peopls. )

Not only in the less developed countriss but in such {ndustrialized naticns '
as Eagland and France, people have been unwilling to turn over to private enterprise
the development of mineral resources. Even bere in the United States the pecpls
have been unvilling fully to permit the play of compstitive market forces to
determine bov resources shall be developed.
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Most of the lead and sinc entering the markets of the fres world $»
produced, 8cld and bought by privets enterprise. There is of course & significant
amcunt exported to the Vest by the centrally planned economies and some produced
in westerz countries by state production and controlled by state trading. It the
great bulk is the product of private eaterprise.

Apparently some of these producers equats the principles and practioces of
Mnu entarprise vith the lsvs of the Jungle.

It should not be necessary for cowntries such &8 Our own to have to
throv up quots bvarriers against imports in ordsr to prevent e disruption of the
market.

A producer’s philosophy of dog est dog must be replaced by ove of liwe
and let live -- or ve may find one day that we have run through our lov cost, high
grade, onundunnotmtuncmpeuuoaotuuﬂmmthwmw
mm.l’.

Svery experienced miner knovs that continuous high greding sooa spells
disaster. IT collectively the mines of the world are put on a continuous high
grade basis of operatiocn -- that is, only the high grede mines cperated while all
others close down -- they vill court the same disaster that & single xine does when

it resorts to high grading.

1 am not bere arguing for keeping open a lot of sutmarginal mives, I am
only saying that there wust be wvays and means of bringing s greater degree of
volume and price stadility to the production and marketing of rav materTisls \dﬁom
doing vicleczce to our concepts of competitive capitaliam.

It seems to me that the people of the world are saying three things sbout
mineral resources: QOne, that no nation can dump 1ts surplus o snother's lsp and
disrupt ite marketa. Tvo, that no nstios can sit oa {ts resowrces ani deny access
to them by industriel nations wvhich need them. And, three, that soschov & nmation's
Tesources must contribute W the development of its pecple. The growih of this
latter 1des is significant, Too much of the history of the extractive industries,
until quite recently, has been thet many times the capital of the underdeveloped
but mineral-rick countries has been mined out -- and the people left undeveloped.
Tho recent mining lawvs of several couctries represent an insistence that 8 country's
Tesources shall be used to develop the people of the country.

Interdependence of pations in naturel reaources is ripening into inter-
national respoasidility for the wvelfure of pecples.

I think most of you know me well enough to rest assured that I sa not
proposing more government as & cure for the short-comings of private enterprise.
But, the very nature of the world in which we live makes 1t Aifficult for govers-
sents 0 keep completaly out of matters affecting business and industry, especislly
in relation to nstural resources.

W ples today s for s responaible private exterprise -- one that is
responsive W the challenges of our times. Industry must be alert, aggressive, and
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intelligent -- otbervise its markets are lost. Mt also {ndustry must sapply the °
sams intelligence and foresight to the arderly and vise development of the world's

resowrces, to the stabllization of markets, and to tha davelopmeat of the pecples

of the world.

If the free world is to retain its freedom, private competitive capitalisas
must vork for it. E
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