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1 April 1947

GAPTAIN WORTHINGTON:  The speaker this mornina is dr. Paul
Witze, lr, Nitze is Deputy Director, Office of International Trade.
Policy, State Departments. He was formurly an investment banker. He.
entsred the govarmment service in 1940 as Flnanc1al Director in the
Office of the Coordinator of Inter-American Affairs. From that time
on he oUCC@SalV@lJ ocecupied the following positionst: Chief, Metals
and Iinerals Branch, Board of Economic’ warfar . Director, Lorplgn Pro-
curement and Levelopmenu Branch, FEA; Vice-Pres 1dent and Director, U, S..-
Cormereial Company; Director, Rubbfr Development Company; and Vice=
Chal‘man, U, S. Strategic Bombing Survey, fiis subject this. norning

Minited Stutcs qu 1J’Of therlals from Foreign Souroes——wlnefals

. MRa NITZu- It has beon.thrme yoars since I have ‘glven .much. -
thought 4o the problem of foreign procurement of minerals. Hubt
f“om.1942 to 1944 it was one cof fhe most deClnwtln bu& nesses in
washlnoton. I m1~ht start with a few remarks abou the or*arlzntional
setup under which metels wers procured abroads .

The War Production Board was bas¢callj ruswonglb] for the dster-
minstion” of nacoasary r@nulrgwonts. T thirk Jou ﬂru-alj. fa iliar,with how
that wgs handled, The Army and. kavy and ‘other claimant agencics partici-
pated, Of course, ‘“eoulrbmanﬁs cannot be computed in va cuo."VOu also
heve to have some 1doa as to what the notertlaW availabilities are in

order to work out 2 realistic requirements program. A a result we
who were responsible for procurement, also participated with the War
Production Board in the det symination of quulrimLFt _ <

The War Production Board was lbo TGSDOHSlble for the domestic
stockpiling program in the United States, It was important to then
not only to compute consumption requircments, but also to determine’
how‘lur“ the stock pile Woula have t6 be so thot necessary adjustments
could be made from time to time to take care of unforeseen contingencles.
ds one program went up and another went dorn, leeway was necessary 4o’
make modifications.

The WPB was further responsible for determining the shipping prior-
ities on the import of materials from abroad, fhcv would determine
whether a B priority would bring in an import of manganese from a certain
“area or whether we ngeded an A priority. They would ce srtify to us the
amounts of the various metals or nincrals WhLCh had to be procured
abroads From time Lo time they would also give us indications of the
areas from which they had tc bo proeurcd 50 “that the shipping problems
coqu be mets co
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On the basis of thé dirsciives which we received from the War Produc-
tion Board it was theh FEA's responsibi litv to do whatever was necessary
to actually procure the materials and sece that they were delivered in the
United States and paid fore

That job broke down into various different parts. In the first
place, 1T was necessary in some instances to conduct negotiztions with
the foreign govcrnmembu involveds In Mexico, for instance, it became
evident that the chief bottleneck to increasecd metals production was .
certain laws on the books of Mexico. One low required any nining company
to continue almost in perpetulty sny employess that they once got on
their payroll, Under thosv c1rcumstwnces nonc of the mining companies
was very enthusiastic about building up its operation, becasuse it then
would. bo faced with & continuing responsibility for all the additional
‘employeas” that were put on its D‘Vroll. There were a number of other
defacts in the Mexican- lo”uw situation which inhibited full productiona

We, theraefore negotiated an over-all ajreement with Mexico on metals
procurements In Lbc d”f@“manf Fexico azroed to 2 revision of certain of
these lewse Ths Hexicons agreed to se 11 to us all their exportable surplus.
of metals, and we in turn U”W’Od to certain concessions on our side, which
included a commitment that we would not abandon our procurement in Hexico
except on a glven notice, and that they would have a ceritain perilod after
the termination of the wartime demand to make readjustmentse

2.

C Similay over-all nepotiations were had with & number of governments.
Vle worked out one with mrazil. Wile worked out onz with Chile, 41l
through the world in various spots we had to negotiate over-all agree-
ments as the Iframework under which maximun metal srocurement could tzke,
places '

Tbo se Toreign negotiations, of course, were conducted under the

leadership of tbo State Departuent. Dut 1t wes o technical matter in
1arge pﬁwt end FEL hacd to supply technical personnel for the nezotia-
tions to secure the results de smrcd.

Of course, the wain problem was the actual purchasing of metals and
the negotistion of the necessary finoncial nrranjements for the ox“ﬂnsion
of productions Let us take a particular inste DCL. The Combined R
Vaterials Board alloeated to thb-U. S. all the Chilean coppors we had
to negotiate every three months new contracts and set the prices In some
instences we would also have to negotiate a development locn that would
give the compenics involved ten or fifteen million dollars for a specific
project to expand a gilven mine-or a given refining plent, In some
1nbbuncou foreisn costS'went up & point vhere companies could no longer
break sven on cur ceiling prices in_tboao 1nuﬁ:nces we had bo negotiate
contracts which paid a higher price ﬂoerGTW* on cogts so that in effect

;
we gave them a premium to cover increased cosis but with declining profits
iscoura;e cost incre 2SS .

A
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to $hem as their costs rose, so ag to di
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Most of the neootlataons for the actual nrocurement of metals
were conducted in Washington, as most of these metals were produced
in fairly large gquantities by individual companies, ,Nhenllt came . to
the base metals, almost all the contracts were negotiated rifht here
in Washingtons The Uroblem was primarily the job of negotlatlnv s0
as to,get maximum productlon and still not increase the cost to the
United States too much,

I would like to expand somewhat on this quostlon ‘of coste In the
very beginning, when it became clear that we needed more chromlum, we
in the fLrst 1rstance began putting the price up in the hope that
- price inducement would get the increased guantities which were requlred.
I% soon became evident that that was havinhg the contrary effect; that
it worked against maximum production, because we 51mu1taneouslg'wore
unable to export from this country even what we had been exporting bufore~
and if we poured more dollars inte a community and were unable to satisfy
the requirements of that community for textiles and all the various
things which were used by 1t, we got sn 1nflatlonarj situation which
workcdiagﬁlnst increased productlon rather than working for 1ncreaood
production. . So we had to -avoid. this temptation to try to stimulate
production by increased prices. That,was often diffieult., We clearly
hHad to give a price which was adequate to pay the cost and give cnough
otlmUlUu to get maximum production, -and yet we conld not go casy on the
rope and Just bid a higher and higher: prlca and thlnk we would “ct the
increzsed production.

In some cases 1t was necessary to take over operations in thelr
entirety, For instance, in New Caledoria the French had a nickel
smelter which was of great importance, Thescosts in that nickel smelter
were way out of line with the rest of the world nickel pricese We had-
to take over the nickel smelter and put the right people in to run it.
We really ran it as an operatlon of. thc Us Se Gov rnment.

‘T tried to avoid gettlng into the actual production of metals
as much as possible, Insofar as possible it sesmed wise to use exist-
ing companies, those who were already in bu51npas, and which could be
'expandcd at small cost. .

-When it came to some of what before the war had been consxdercd
minor minerals, however, we ran 1n£o an entlrcly different type of
situation, Mica, for instance, was a business where there were only’
four or five people in the United States who had ever dealt in 1t
prior to the war, The British had largely done the job of production.
The demand had been small, and only these four or five people even knew
how to grade mica. But the wartime requirements were f1 ty oY a
hundredfold what they had been in peacetime, There we could not nego-
" tiate with an existing smelting or refining company. We had to do an
entirely different type of operation, and that was to really get into
the business ourselves. NIRRT S
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In Brazil we finally had to set up an organization which handled
mica and quartz crystale It had in it, I think, & thousand pooples
But recruiting that organization was an extrcnelJ difficult Jobe
To make it into an organlzatlon that really functioned efficiently was
also difficult. But the results paid for it. The production of mica
in Brazil increased from something like seventy thousand pounds a year
of the strategic grades up to something over a million pounds a years
First of all, we had to send zeolo;ists to find oubt where the
deposits weres Second, we had to send cur mining engineers to lay out
the mine developments. The Brazilian miners themselves did not have the
technical background to undertake mechanizsed operations. We had to send
dovn the air compressors, tractors, dynamite and e V@TWuthg else that
was .necessary to get the mica out of the ground. Ve then had to set up
a leboratory which graded the mica, We had to pay for it according to
gradee Mica is a very difficult thing to grade., - Then we needed en air
transportation system. The Navy set one up for ugAfrom Rio de Janeiro
to Natal, where we transferred to ATC, '

These development programs necessarily take time. You cannot go
to some foreign country and say, "We want you to_lncrease your proauctlon
by ten %o one® and hope that you are geing to get 1t in two months.
It takes a year, somctimes g year and a half, bo;oru you get volume rcsults.
During that time lag we ran so short of mica that the WPB had 4o allocat
mica by the piece, almost, to keep the shortage from intsrfering with
radio production, Adr transportation shortensd the timé from mine to
consumer by monthss - That gave us the necessary time. 4s a resuld radio
eQuiom¢nt production was not inhibited at all by a shottaz ze of mica during
the course of the War .y

In quartz crysta ls the situation was somewhat similar. I remember
the Joint Army and havy Electronics Board told us one day thay had
incressed thelr cstimate of reguirements of qu”rtz oscilla tor rlntvs
from what had been a: mlllaon to twenty million, Te were supposed to get
the quartz crystals necsssary for that twentyfold increase in ths program.
"That required a development program similar to the mica program.

In India Wé‘ran~inﬁo a somewhat different situatfon araine There
were,. I think, some hundred-odd thousand Indians working in the mica
fields of Bengals. The British wers responsible for the direct procure-
ment of mica and were doing a very good jobs Then when the Jopaness
bagan to -come into Bengal and s1mu111neou%1y rall transportation was

interfered with, the wholo area had a rice famince and the people bezan
to leave the mines, It became necessary for us to go inte the direct
procurement ¢f rice in order to fecd the people in that area. It was

a problem of transporting the mica out of the area and transporting
food in to avoid famine and kesep the production going.

« B . -

Yy

STRIGTED

==




In %he ﬂ 1“1an Conuo we ran into. a 51tu1b10n where tbo bottleneck
was the lack of trade goods. The natives would: not work unless there
5 something they could buy with their money., So we had to orpenize
program of ncttlnw textiles, pots, pans and various othér tdovs of
rade goods into the areas .so the productlon would not fall off.

&t QD
)

I might also tal& for a mlnute about the shipping problems, ‘Some
of these commodities were very bulky. I think we bought some twe or
three million tons of copper,. about. three million. tons of mangancse
a couple million of tin and chrome, and a million tons of lead, Durlng
the hornod of intense shortase of shipping the shlpnjng bottleneck was
"Oﬂﬁtlme more 1&portwnt than the actual’ productlon bottlen90£.

Take Qﬂﬁ”&ﬂ@&v, for 1nstﬁnC@a-thﬂre was ulwqys plenty of manganese
avallable .,artlcular%/ in India, if you .could ship it out. The supply
was.there; fhe problem was really one of shipping, because there Is '
very little mengsnese in the United States and vbry little in the
Ties tcrn Homl Ohoro as o whole. ' , ) :

. So in snltm of the fact that tkero was plenty of man‘ﬂnusg_avail-
ablo in Inﬂld, we started a deliberate program in. Cuba to gzet a lower
»grad” of"ha SANESE b@nﬂflclﬂtwd down thurb. wC bullt largo 5uock pllos,

and provlaed thc fac111twe to et it ﬂoved frow thu utock ~1lu% to Ythe
ships, so that we could draw on thﬁt stock pile when it, was irpossible
to make ships available to go @11 tho wuv tm Tndla and at 1t ti pro;l

*

i

The preclusive bu;nnﬂ of WCtulS %0 keao tbem away irom Gorﬁ,,y' -
Japan was another aspect of our program, Th{ was rbullg'tbe first one
which was aggro SSlVLlJ organizeds It became g¢léar even prior to Pearl o
‘Harbor that that would have to be done and vigorcusly dono. The Brltlsh
started it off and then we to“k over most of th@ active work.

In Portugal and quln tungsten was the prlnCLoal commodluy'WC'wore
trying to keep awny from the enemy. As 2 result of our preclusive buylng
program the price of tungsten, which had been less than ¢1 000 a ton,
climbed up to $40,000 a tons We even went so far as to pay five million
dollars for a smullkmino, which I guess today would be worthless. At the
time the Germans were getting tungsten from that particular mine, “nd we
'just paid the price that was necessaryyto gst ite :

In Turkey we competed with the Germans for chrome, ané we bid the
price way up and made it extremely difficult for the Germans to get
chrome from Turkey. ' I think a postwar examination would show that we
- did not actuslly stop muech German war production by means of this
program, but we certainly made it a great deal hard for them,

—os«-o
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Now I would like to turn to one or two other aspects of the
problems The first thing I would like to emphasize is the fact that
during the last war we had almost the entire world from which to draw.
There was really in all Europe and Asia not much territory rich in miner—
als which was cut off from us. So we had the entire world's resources,
If we hadn't had the entire world rescurces, it would not have been
possible to do the jJob.

Ve had good and friendly relations with all our allies., Ve had
virtually complete cooperation from the British, Dutch, Belgians and
Frenchrin this jobs There was a degree of cnthuulasm to perform not
only on our part, but also on the part of the natives of all countrics
involved in our operations. In spite of that we had difficulties in
meeting the full U, S. requirsements,

I think ancther time the situation might be much more difficult.
Many of the depcsits from which we managed to extract such large
quantities of metals and minerals during World War IT are prebty well
depletede In chrome, for instance, cur main source was Rhodesia.
T am informed that those deposits were severely depleted during the war.
The Cuban deposits that we mined for ma inganese and chrome were virtually
exhavusted during the war periocd. There are no other high-grade chrome
deposits, at least that I know of, im the Western Hemisphere that ars
workable nowe I am not an expert in this metals business, but it would
be my feeling that you have to have Turkey'!'s chrome, New Caledonian chrome,
and perhaps PhL]lUpin@ chrome to meet the requirements of the United
Statess During the war we got the highest grade chrome from Russia.

Mangansse is in a similar situations The Western Hemisphere
deposits are low in grade and small in volume, The Tndian deposits are
large and the African deposits are large, I think it is essential %o
have those deposits in crder to meet the U. S. requirements for
manganese. fie have some low-grade deposits in the United States, but
it would take an enormous investment to try to beneficilate that minganese
up to grade where it could be used and the tonnage is rela tlvely 11m1ted.

We did not need to import any coking coal. There was no shortage
of that in the United States, But our coking coal is running out
awfully fast. '

Te did notv hqve any problem in iron ore except as to the British
requirement of high-grade-iron ore, which we helped them to get from
Brazile But, as I understand it, the Masabi Range has not many more
years to run.on its high-grade ore. That means you will have to put
in expensive beneficlating. equipment in order to get that up to grade.

In the copper, lead and zinc business we sent our geologists all
over the world trying to find new deposits during the course of the war,
Wle found no substantial deposits wh“tsoever. We Cld find some a00051ts

e
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which had been knewm before but v hzch hed 1ot bomn deve;opod UrlOT

40 the ware. These were developed during the wars But.os for new -
dloCDVeTJ“b, there were no new discoveries of the base metals=copper, o
lead’ and zine. There wore scme new discoveries of mlnjw mineralg--quarta,
mica, tentalits, st,otosagu$thznbs of that kind, N

Wr"w ;re not well hrppqred ‘before Yorld War II.to tackle @ broad
Drouruﬁ of minéral proourement aborades HJv:rg the whole world to diaw on,
and -Lurope having been w1thdrnwn as a competing claimant for foredgn ‘
minerals, . W6 had cnouch time to get our program organized, It was a
difficult thing teo ‘gét orgonized, We just barely sersped throu”b in
gotting it organized in ﬁime and rettlng encugh minerals flomlng.;n 0 .
lay the foundation for our war production programs. :

If we have anuthrr crisis it would seem to me that thﬁ‘job would .

be 1nan1tcly mere difficult and would require far better advance
planning as to what our requirements mzwht be., Requirement es le&tnv

would have to be pretty well mapped out in advance., Yo u‘wnuldihavv to
 know the areas from which it was plamned to secure suppliss., You would
also have to have a far larger domestic stoekpiling program to make up
for the time which we were given in the J””rfc uolwg between the putbreak
cf the Buropean war and Po.rl Harber, ond also to mske up for the smaller
area we could count’ on drawing min@fals-fram and the c¢xhausticn of depcsits
in.thOS@'areas, : o : S et

uAPTAIN OR”hINGTON' Open for guestions, ;
A STUDENTs I would like to ask if you can give,us any information
on th“'CupOCT gituation in Chile and what the 1m“71c~t¢>ns are.in - the
trade:agreemént that Russia had just signed Nnth Chlle for pureh,31h"-
copper .there; and zlsc on the tin 51tuut10n in Bolivia. and the-implica~- ...
tlonm of the trzde agreement’ thqt Arﬁentinai‘éS’jﬁétl,'gne m1ﬁh B“llVla.f -

*

HR. kITZm~ I am not fami]iﬁr with a Chilean
I would say thmt the greatost implication is th telé} 1w0 are faced:

with a much more ulfllcult piliticzl and ﬂSJchol_Qlccl problem than we.

were during thc oourse of the war with 'respeect to xntanJno our procure-

ment, Durlnu ‘the war, as I said, we had OVGTYbudJ’D(thu us trfln_ to
help us succeed in our w?«ourﬂmbnt.b Today the major issues arc ccnfused
and we do not huv everybedy behind us.

.wnt w1tn.Pu051u.

The Argentineans have made & doal with Bolivia with widch we could
not very well compete, 4s I remember dt, they have arranged a credit
‘of 62 million dollars and entered into a cust>mg unicn with the oe  1NOSE
thlnou are ccenomically very nscessary 1o Bollv1a. RBolivia is not really
a viable ccuntry by itself. It dees not praduce encugh foode o It does not
produce encugzh of the‘other civilian r@qulr,mepts. Tt has 40 lmncrt faed,
clothes and everything else,
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Its exports are largely metals.and it is.a high-cost producer,
It is in a vulnerable position.. One dan well see the tﬂmptu ion to .
Bolivia to enter into a customs agreement with Argentina and to secure
this large credit, which will help them get back on their feet and
improve the:conditicn of the cougtry. As part.of that agreement Argentina
is getting, as I remember, eicht thousand tons of fine tin in ccnccntlatas.
T do not bulleVC Argentina'ls requlrcmcnts are as large as eight
thousand tonse - During the war, as I remember it, they got only 150 to
200 tons cf tin, They, miﬁht'have a legitimate use for two thousand tons
of tin if they went into the business of making.tin plate and canning their
food Hroductlon. But eizht thousand tens seems to be larger than
Argentina's rﬂquiroments. T think that iArgentina feels that her strategic
p031tlon in the world is 1ncreabcd by havmn” a call on the additicnal six
thousand tons of tin. ‘

A STUDENT: I had understood that they had upped the price to 79
cents a pound to Us S. concernss I just wendered why it was that we were

© not able to get into the field and stop them from bqung it at 74 cents

and selling it to us at 79..

MRe NITZ“ We are buying from ‘Bolivia at 79 cents, too. I think
our current price in Boliwia is 79 cents. o

. < N
A STUDENT: In the postwar period how much of a problem is cartel-
ization in impeding our getting raw materials from other countriss?

MR. NITZE: I do not believe it.has been a large problem at all,
if you mean by cartelization agreements between private firms., TWe have:
had some oroblem in getting thlnbs because of gcverrmentul regulations,
the regulations of the govermments themselves, Take tea; for instance,
from India--India has pubt a ten cent export tax on it, which makes it
mere difficult and more expensive for us to get. The British with
respect to cocoa in Africa have instituted a’ unlform.selllng arrangement,
We get what they tell us we can get.

But I would say the problem 1s 99~p@rcent' government regulation
rather than private agreements between business concerns. The tin cartel
is dissclved, The rubber cartel is dissclved.. The gquinine cartel is
rpelly quasi-governmental thing. But that is insignificant, because
it dees not now have acccss to ‘the quinine of the Netherlands Hast Indies.
So I would say that at the moment business cartels are not much of a
prcblems :

L STUDENT: 'Gan.ycu givs us any informaticn on the prospéctive
position of Turkey ap to chrome deposits? Are they playing oul?

MR. NITZE: 4As I understand iﬁ the Turkish chrome deposits are

still large and renr sent one,of the best cf known QLUOSltS of chrome.
T do not believe they are running out.
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A STUDENT: Along the lines of cartel:zatlon from 1942 on, you
remember you had trouble gpttlng mica out of Brazil in the fall until
you got squared away with the mica interests in India.

;

MR. NITZE: DNo., I do not think that that was a real problem. :
The Watson family had one brother who was the largest producer in India.
Another had gone te Brazil and was one.of the 1arao buyers and producers
of mica in Bra211. But we could not find any evldence that there had
really been collusion to deny us mica because of compsting interssts in
Brazil or British India., Watson in Brazil did not have a big enough
interest in production to really have much effect on us.

C4PTAIN WORTHINGTON:  Thank you very much, Mr, Nitze.

(30 June 1947--350)8. | | ' .
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