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Minera ls  import  dependency h a s  h i s t o r i c a l l y  been a cause f o r  , 

concern  d u r i n g  wartime. A conf luence  o f .  e v e n t s  i n  t h e  1 9 7 0 ' s  

broadened t h i s  concern  t o  i n c l u d e  peacetime s i t u a t i o n s .  The shock 

waves o f  t h e  Arab o i l  embargo, OPEC's success i n  h i k i n g  o i l  p r i c e s ,  

and t h e  1973-1974 materials s h o r t a g e s  raised ques t ion ' s  abou t  i n -  

c r e a s i n g  U . S .  dependency on impor ts  o f  ce r t a in  minerals and U.S.  

v u l n e r a b i l i t y  t o  supp ly  i n t e r r u p t i o n s  o r  s h a r p  p r i c e  i n c r e a s e s .  

These issues a re  raised i n  t h e  p o l i c y  debate  over  what a re  known 

as " s t r a t e g i c  and c r i t i c a l "  m i n e r a l s .  

Much o f  t h e  concern about  p o t e n t i a l  problems i n  a c q u i r i n g  

s t r a t e g i c  and c r i t i c a l  m i n e r a l s  h a s  focused on shor t - te rm supp ly  

d i s r u p t i o n s  caused by p o l i t i c a l l y  i n s p i r e d  embargoes, war c i v i l  

u n r e s t  and p a t u r a l  d i s a s t e r s ,  and on d e l i b e r a t e  supp ly  r e s t r i c t i o n s  

t o  r a i se  pr ices  by a monopoly producer  o r  ca r t e l  of  producers .  

T h e r e  is a l s o  a longe r  term concern t h a t  d e c l i n i n g  inves tment  

i n  mining and p rocess ing  c a p a c i t y  w i l l  l e a d  t o  demand o u t s t r i p p i n g  

supply .  If s u c h  an outcome re f lec ts  economic c o n s i d e r a t i o n s ,  

there  may be l i t t l e  i n  t h e  way o f  a p o l i c y  response  t o  promote 

a d d i t i o n a l  inves tment  t h a t  would seem a p p r o p r i a t e .  However, i f  

t h e  d e c l i n e  i n  investment  i s  t h e  r e s u l t  o f  market i m p e r f e c t i o n s  

t h a t  impede p o t e n t i a l l y  p r o f i t a b l e  inves tment ,  government involve-  

ment becomes a d e f e n s i b l e  o p t i o n .  The United S t a t e s  h a s  s i n c e  

t h e  mid-1970's i n i t i a t e d  o r  suppor ted  a number o f  b i l a t e r a l  and 

m u l t i l a t e r a l  e f f o r t s  t o  encourage o v e r s e a s  mining inves tment ,  

p a r t i c u l a r l y  i n  deve loping  c o u n t r i e s .  The r a t i o n a l  under ly ing  

t h i s  i n t e r n a t i o n a l  supp ly  o p t i o n  i s  s imply t h a t  t h e  U n i t e d  S t a t e s  
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and o t h e r  consuming c o u n t r i e s  c o u l d  improve t h i s  l o n g  r u n  s u p p l y  

p i c t u r e  by  i n c r e a s i n g  b o t h  wor ld  c a p a c i t y  and t h e  number of  po- 

t e n t i a l  s u p p l i e r s .  An i n c r e a s e  i n  t h e  number of d i f f e r e n t  sup- 

p l i e r s  r e d u c e s  consuming c o u n t r y  v u l n e r a b i l i t y  t o  p o l i t i c a l l y  o r  

e c o n o m i c a l l y  i n s p i r e d  c u t b a c k s  and embargos,  war o r  c i v i l  u n r e s t ,  

and n a t u r a l  d i sas te rs .  F u r t h e r m o r e ,  t h e  deve lopment  o f  a d d i t i o n a l  

c a p a c i t y ,  i f  n o t h i n g  else,  adds l o n g  r u n  s u p p l y .  

U.S.  s u p p o r t  o f  these e f f o r t s  was t h e  s u b j e c t  o f  a r e c e n t  GAO 

r e p o r t .  - 1/ 

w i t h  which t h e  Un i t ed  S ta tes  h a s  been  associated and g e n e r a l l y  

conc luded  t h a t  t h e y  h a d ,  f o r  a number o f  r e a s o n s ,  been  o n l y  mar- 

g i n a l l y  e f f e c t i v e .  W e  d i d  n o t  recommend a n y  new programs o r  

i n c r e a s e d  f u n d i n g  f o r  e x i s t i n g  programs because w e  b e l i e v e  t h a t  

b e f o r e ' a n y  s u c h  c h a n g e s  can be j u s t i f i e d  i t  i s  n e c e s s a r y  t o  

d e v e l o p  a minera ls  p o l i c y  which  i n c l u d e s  a p r e c i s e  d e f i n i t i o n  o f  

s t r a t e g i c  and c r i t i c a l  a n d ,  a mine ra l -by -mine ra l  a s s e s s m e n t  o f  

u S , v u l n e r a b i l i t y .  

I n  t h i s  r e p o r t ,  w e  e v a l u a t e d  each o f  t h e  i n i t i a t i v e s  

Our s t u d y  c o n c e n t r a t e d  on U . S .  Government e f f o r t s  t o  encour -  

a g e  mining  i n v e s t m e n t  i n  d e v e l o p i n g  c o u n t r i e s  a s  o n e  means o f  

be t te r  a s s u r i n g  long- te rm s u p p l i e s  o f  s t r a t e g i c  and c r i t i c a l  min -  

e r a l s ,  S p e c i f i c a l l y ,  w e  l ooked  a t  t h e  a c t i v i t i e s  o f  t h e  O v e r s e a s  

P r i v a t e  I n v e s t m e n t  C o r p o r a t i o n ,  Expor t - Impor t  Bank o f  t h e  Uni ted  

S t a t e s ,  World Bank Group, - 2/ In te r -Amer ican  Development B a n k ,  As ian  

Development Bank, and t h e  U n i t e d  N a t i o n s .  

After  i d e n t i f y i n g  s e v e r a l  minera ls  wh ich  t h e  Uni ted  S t a t e s  

impor ted  i n  q u a n t i t i e s  e q u a l i n g  o r  exceed ing  8 0  p e r c e n t  o f  
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. consumption, w e  s e l e c t e d  b a u x i t e ,  chromium, columbium, f l u o r s p a r ,  

manganese, platinum-group metals, tantalum, and t i n  on which t o  

focus  our  d i s c u s s i o n s  w i t h  p u b l i c  and p r i v a t e  s e c t o r  o f f i c i a l s .  

Our i n t e n t  was t o  i d e n t i f y  a group o f  minerals wh ich  would require 

o v e r s e a s  inves tment  a s  a n  impor tan t  component o f  any long-term 

supp ly  a c q u i s i t i o n  s t r a t e g y ,  The p r i n c i p a l  c r i t e r i o n  f o r  select-  

ing these m i n e r a l s ,  t h e n ,  was a h igh  U.S. import  dependence w h i c h  

p robab ly  cou ld  n o t  be s u b s t a n t i a l l y  reduced i n  t h e  f o r e s e e a b l e  

f u t u r e  We cons ide red  s u b s t i t u t i o n ,  s c r a p  usage ,  h i g h e r  p r i c e s ,  

and  new t e c h n o l o g i e s  f o r  mining lower g r a d e  o r e s  t o  be  dependency- 

reducing .  

I n  an a t t e m p t  t o  e v a l u a t e  u.S. e f f o r t s  from an i n t e r n a t i o n a l  

p e r s p e c t i v e ,  w e  reviewed comparable German and Japanese a c t i v i t i e s  

and v i s i t e d  o r  cabled 1 9  deve loping  c o u n t r i e s  t o  o b t a i n  informa- 

t i o n  on t h e i r  p l a n s  t o  deve lop  t h e i r  m i n e r a l s  s e c t o r s  and t h e  r o l e  

f o r e i g n  investment  could p l a y .  The deve loping  c o u n t r i e s  were 

selected because o f  geograph ica l  l o c a t i o n ,  ev idence  o f  U . S .  , 
German, o r  Japanese inves tment ,  and t h e  ex i s t ence  o f  o r  p o t e n t i a l  

f o r  r e s e r v e s / r e s o u r c e s  o f  t h e  e i g h t  minerals  cons ide red  i n  our  

s tudy .  

D E C L I N I N G  M I N I N G  INVESTMENT 
I N  DEVELOPING COUNTRIES 

Despi te  growing world demand f o r  s t r a t e g i c  and c r i t i c a l  min-  

e r a l s ,  p r o j e c t i o n s  i n d i c a t e  t h a t  there  a r e  s u f f i c i e n t  r e s e r v e s  

t o  meet demand through t h e  year  2000 i n  n e a r l y  e v e r y  c a s e .  How- 

e v e r ,  t h e  ex i s t ence  o f  adequate  m i n e r a l s  r e s e r v e s  a l o n e  w i l l  n o t  

a s s u r e  t h e  a v a i l a b i l i t y  o f  reasonably  pr iced f u t u r e  s u p p l i e s .  



c 

I n  t h e  long  r u n ,  s u f f i c i e n t  inves tment  a l s o  i s  n e c e s s a r y  t o  in-  

sure t h a t  t h e  e x p l o r a t i o n  needed t o  r e p l a c e  d e p l e t e d  d e p o s i t s  

w i l l  occur  and t h e  c a p a c i t y  t o  p rov ide  needed s u p p l i e s  w i l l  be 

created. 

Mining inves tment  i n  deve loping  c o u n t r i e s  h a s  d e c l i n e d  

s t e a d i l y  d u r i n g  t h e  l a s t  decade, caus ing  c o n s i d e r a b l e  concern  

among U.S .  pol icymakers  and m i n i n g  e x p e r t s  about  t h e  a v a i l a b i l i t y  

and c o s t  of  c r i t i c a l  f o r e i g n  s u p p l i e s  i n  t h e  long  term. More 

than  90 p e r c e n t  of  t h e  columbium, 60 p e r c e n t  o f  t h e  tan ta lum and 

t i n ,  and 55 percent of  t h e  b a u x i t e  r e s e r v e s  a r e  l o c a t e d  i n  deve l -  

oping c o u n t r i e s .  Developing c o u n t r i e s  provided over  60  p e r c e n t  

o f  U.S. columbium, manganese o r e ,  b a u x i t e ,  t i n ,  and f l u o r s p a r  

imports .  Developing c o u n t r y  deposit% f r e q u e n t l y  a r e  o f  h igh  g r a d e ,  

p rov id ing  t h e  o p p o r t u n i t y  f o r  low-cost development. N e v e r t h e l e s s ,  

concern pers is ts  because developing  c o u n t r i e s  g e n e r a l l y  have main- 

t a i n e d  p roduc t ion  by e x p l o i t i n g  t h e  r e s u l t s  of p a s t  e x p l o r a t i o n  

undertaken by i n t e r n a t i o n a l  m i n i n g  companies. Most, however, do  

n o t  p o s s e s s  t h e  c a p i t a l  o r  t e c h n o l o g i c a l  e x p e r t i s e  t o  conduct  t h e  

new e x p l o r a t i o n  and development needed t o  c o n t i n u e  long-term pro- 

d u c t i o n ,  and f o r e i g n  m i n i n g  companies have become i n c r e a s i n g l y  

r e l u c t a n t  t o  e x p l o r e  i n  t h e i r  stead. 

U . S .  mining and sme l t ing  investment  i n  deve loping  c o u n t r i e s  

h a s  f a l l e n  a b s o l u t e l y  and a s  a pe rcen tage  o f  t o t a l  o v e r s e a s  min- 

i ng  inves tment  i n  t h e  p a s t  decade.  Table  1 i l l u s t r a t e s  t h i s  

d e c l i n e  i n  terms of p r o p e r t y ,  p l a n t ,  and equipment e x p e n d i t u r e s  

made by U . S .  majority-owned f o r e i g n  a f f i l i a t e s  - 3/  between 1966-79. 
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Table 1 

Capital  Expendi tures  in Mining and 
Smelt ing by Majority-owned Fore ign  

A f 5 7 9  
( n o t e  a )  

Deve 1 oped Developing Developing count r ies  a s  
Year c o u n t r i e s  c o u n t r i e s -  

( m i l l i o n s  o f  1972 d o l l a r s )  

1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 

$ 558 
569 
606 
675 
831 

808 
851 
669 
612 
485 
343 
269 
344 

1,319 

(no te s  b and c ]  

$251 
326 
314. 
363 
430 
271 
253 
210 
267 
277 
189 
86 

102 
136 

percent of t o t a l  

31 
36 
34 
35 
34 
17 
24 
20 
29 
31 
28 
20 
27 
28 

- a/In t h e  l a s t  1 0  t o  1 5  y e a r s ,  fo re ign  m a j o r i t y  ownership has  
become an i n c r e a s i n g l y  unworkable inves tment  p o s i t i o n  i n  deve l -  
op ing  c o u n t r i e s ,  so  these s t a t i s t i c s  p robab ly  understate  t h e  
e x t e n t  o f  U . S .  mining inves tment .  

- b /Cap i t a l  e x p e n d i t u r e  da t a  a re  n o t  a d j u s t e d  f o r  p r i c e  changes  i n  
h o s t  c o u n t r i e s  o r  f o r  changes i n  t h e  v a l u e  of  f o r e i g n  currencies 
a g a i n s t  t h e  d o l l a r ,  because t h e  d a t a  needed f o r  s u c h  ad jus tmen t s  
i s  u n a v a i l a b l e .  

- c/We def la ted  nominal c a p i t a l  e x p e n d i t u r e s  f o r  mining and smelt- 
i n g  inves tmen t  i n  bo th  developed and deve lop ing  c o u n t r i e s  by 
t h e  U.S .  p r ice  i n d e x  f o r  p r i v a t e ,  n o n r e s i d e n t i a l  inves tment  
t o  o b t a i n  t h e  r e a l  concepts t h a t  appear  i n  t h e  t a b l e .  

Source: Department o f  Commerce, Survey o f  C u r r e n t  B u s i n e s s ,  
v a r i o u s  issues, 1970-80. 
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An u n p u b l i s h e d  1977 a n a l y s i s  o f  mining  e x p l o r a t i o n  e x p e n d i t u r e s  

by  European min ing  companies  suggests  t h a t  t h e  U . S .  e x p e r i e n c e  

h a s  n o t  been un ique .  Only 1 5  p e r c e n t  o f  t h e  e x p l o r a t i o n  expend i -  

tures  made b y  1 5  major  f irms i n  1975 o c c u r r e d  i n  d e v e l o p i n g  coun- 

t r i e s ,  a d r o p  from 57 p e r  c e n t  i n  1 9 6 1  and 40 p e r c e n t  i n  1966.  

A 1977 s u r v e y  o f  18 U.S. and Canadian min ing  companies  produced  a 

s i m i l a r l y  low e x p l o r a t i o n  i n v e s t m e n t  r a t e  . - 4/ 

To some e x t e n t ,  t h i s  d e c l i n i n g  p a t t e r n  c a n  be e x p l a i n e d  b y  

economic c o n d i t i o n s  t h a t  have  i n h i b i t e d  min ing  i n v e s t m e n t  i n  b o t h  

deve loped  and d e v e l o p i n g  c o u n t r i e s  d u r i n g  t h e  l a s t  d e c a d e .  The 

most  i m p o r t a n t  o f  these have  been  poor  m i n e r a l s  markets, s t e e p l y  

r i s i n g  c a p i t a l  c o s t s ,  h i g h  i n t e r e s t  r a t e s ,  and t h e  weak cash p o s i -  

t i o n s  of  many U.S. min ing  firms. The s t e a d y  d e c l i n e  i n  t h e  d e v e l -  

o p i n g  c o u n t r y  share o f  t o t a l  o v e r s e a s  mining  i n v e s t m e n t  i n d i c a t e s ,  

however ,  t h a t  o t h e r  f a c t o r s  have  i n f l u e n c e d  i n v e s t m e n t  d e c i s i o n s  

i n  these c o u n t r i e s  a s  w e l l .  

P o l i t i c a l  r i s k s  have  s e r i o u s l y  impa i red  t h e  a t t r a c t i v e n e s s  

o f  d e v e l o p i n g  c o u n t r i e s  a s  s i tes  f o r  min ing  i n v e s t m e n t .  S e v e r a l  

c o u n t r i e s  have  h i s t o r i e s  o f  p o l i t i c a l  and economic i n s t a b i l i t y .  

Such  i n s t a b i l i t y  h a s  l e d  t o  armed c o n f l i c t s ,  s e r i o u s  l a b o r  problems 

and t h e  o v e r t h r o w  o f  e x i s t i n g  governments  w i t h  whom c o n t r a c t s  were 

w r i t t e n .  I n  a d d i t i o n ,  h o s t  governments  have  t a k e n  p o l i t i c a l l y  

m o t i v a t e d  a c t i o n s  directed s p e c i f i c a l l y  a t  f o r e i g n  mining  v e n t u r e s  

- - a c t i o n s  t h a t  have  d i m i n i s h e d  t h e  v a l u e  o f  t h e  v e n t u r e s ,  sometimes 

q u i t e  s e r i o u s l y .  I n  t h e  1960s and e a r l y  1 9 7 0 s ,  these a c t i o n s  

f r e q u e n t l y  t o o k  t h e  form o f  o u t r i g h t  e x p r o p r i a t i o n s .  A l t h o u g h  
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e x p r o p r i a t i o n  i s  s t i l l  a t h r e a t  t o d a y ,  f o r e i g n  i n v e s t o r s  a r e  more 

l i k e l y  t o  f i n d  t h e i r  o p e r a t i n g  a g r e e m e n t s  w i t h  h o s t  gove rnmen t s  

abrogated or s e r i o u s l y  eroded by the sudden imposition o f  new 

t a x e s  o r  r e s t r i c t i o n s  on  d i v i d e n d  t r a n s f e r s .  

Mining i n v e s t m e n t  a l s o  h a s  been  s lowed b y  t h e  growing  d e s i r e  

o f  most  d e v e l o p i n g  c o u n t r i e s  t o  e x e r c i s e  firmer c o n t r o l  o v e r  

t h e i r  e x t r a c t i v e  i n d u s t r i e s .  Developing  c o u n t r i e s  have  come 

t o  r e g a r d  e x p l o i t a t i o n  o f  t h e i r  n a t u r a l  resources a s  a s o v e r e i g n  

r i g h t ,  and some have  s h a r p l y  l i m i t e d  t h e  circumstances under  

which f o r e i g n  i n v e s t o r s  c a n  d e v e l o p  them. I n d i a  and I n d o n e s i a ,  

f o r  example ,  have  d e s i g n a t e d  s e v e r a l  key m i n e r a l s  a s  " s t r a t e g i c "  

and have  l i m i t e d  r e s p o n s i b i l i t y  f o r  t h e i r  deve lopment  t o  t h e  s t a t e .  

I n  t h e  P h i l i p p i n e s ,  f o r e i g n  i n v e s t o r s  m u s t  o p e r a t e  t h r o u g h  a g r e e -  

men t s  w i t h  l o c a l  claim owners  because t h e y  a r e  n o t  p e r m i t t e d  
* 

t o  ho ld  min ing  claims. Developing  c o u n t r i e s  a l s o  have  attempted 

t o  e x e r c i s e  c o n t r o l  by l i m i t i n g  f o r e i g n  i n v e s t o r  o w n e r s h i p  t o  

l ess  t h a n  50 p e r c e n t  o r  by  r e q u i r i n g  t h a t  a min ing  v e n t u r e  become 

s o l e l y  o r  p r i n c i p a l l y  owned by l o c a l  i n v e s t o r s  w i t h i n  a specified 

timeframe. T h a i l a n d ,  Mozambique, t h e  P h i l i p p i n e s ,  and Madagascar ,  

f o r  example ,  have  imposed s u c h  r e s t r i c t i o n s .  And some c o u n t r i e s  

have  r e q u i r e d  s e p a r a t e  ag reemen t s  f o r  t h e  e x p l o r a t i o n  and d e v e l o p -  

ment p h a s e s  w i t h o u t  g u a r a n t e e i n g  t h a t  successful e x p l o r a t i o n  w i l l  

r e s u l t  i n  deve lopment  r i g h t s  ( e . g .  , T h a i l a n d )  o r  have  required 

ag reemen t s  i n v o l v i n g  b o t h  t h e  c e n t r a l  and p r o v i n c i a l  governments  

( e  .g , A r g e n t i n a )  . - 5/ 
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Although t h e  a b i l i t y  of t h e  Uni ted  S t a t e s  t o  s i g n i f i c a n t l y  

a l t e r  i n v e s t m e n t  climates i n  d e v e l o p i n g  c o u n t r i e s  i s  l i m i t e d ,  it 

h a s  i n i t i a t e d  o r  s u p p o r t e d  a v a r i e t y  o f  b i l a t e r a l  and m u l t i l a t e r a l  

e f f o r t s  t o  promote  min ing  i n v e s t m e n t  i n  these c o u n t r i e s  s i n c e  t h e  

mid-1970s. B i l a t e r a l l y ,  t h e  s t r o n g e s t  U . S .  i n i t i a t i v e  h a s  been  

an attempt t o  i n c r e a s e  t h e  Overseas P r i v a t e  I n v e s t m e n t  Corpora-  

t i o n ' s  r e s p o n s i v e n e s s  t o  t h e  n e e d s  o f  mining  i n v e s t o r s  i n  deve lop -  

i n g  c o u n t r i e s .  T h e  p r i m a r y  m u l t i l a t e r a l  e f f o r t s  h a v e  been  t o  

e n c o u r a g e  more m u l t i l a t e r a l  deve lopment  bank f i n a n c i n g  and t e c h n i -  

ca l  a s s i s t a n c e  f o r  mining  p r o j e c t s  and t o  s u p p o r t  t h e  a c t i v i t i e s  o f  

t h e  U.N.  Revolv ing  Fund f o r  Natural  Resources E x p l o r a t i o n .  The 

Uni ted  S ta tes  i n i t i a l l y  s u p p o r t e d  these e f f o r t s  o u t  o f  a c o n c e r n  

t h a t  d e c l i n i n g  i n v e s t o r  i n t e r e s t  c o u l d  b o t h  impede t h e  deve lopment  

o f  d e v e l o p i n g  c o u n t r i e s '  economies  and g e n e r a l l y  l i m i t  ' the  a v a i l a -  

b i l i t y  o f  s t r a t e g i c  and c r i t i c a l  m i n e r a l s  needed b y  consuming 

c o u n t r i e s .  More r e c e n t l y ,  U . S .  p o l i c y m a k e r s  have  s t ressed ' lpro-  

mot ing  t h e  c o n t i n u e d  a v a i l a b i l i t y  o f  f o r e i g n  raw m a t e r i a l s  a t  

r e a s o n a b l e  prices f o r  d o m e s t i c  i n d u s t r y  and d e f e n s e "  a s  a n  i m -  

p o r t a n t  f o r e i g n  p o l i c y  o b j e c t i v e .  I n  t h i s  c o n t e x t ,  p o l i c y m a k e r s  

have  p o i n t e d  t o  t h e  r e c e n t  b i l a t e r a l  and m u l t i l a t e r a l  e f f o r t s  

a s  a p r i n c i p a l  means o f  a s s u r i n g  adequate i n v e s t m e n t  t o d a y  t o  

p r o v i d e  t h e  a d d i t i o n a l  s t r a t e g i c  and c r i t i c a l  m i n e r a l s  s u p p l i e s  

t h e  Un i t ed  S t a t e s  n e e d s  i n  t h e  l o n g  term. 

U.S. BILATERAL EFFORTS 

O f  t h e  s e v e r a l  b i l a t e r a l  means t o  promote mining  i n v e s t m e n t  

i n  d e v e l o p i n g  c o u n t r i e s ,  o n l y  t h e  Over seas  P r i v a t e  I n v e s t m e n t  
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Corpora t ion ' s  ( O P I C )  minera ls  and energy program was s p e c i f i -  

c a l l y  designed t o  accomplish t h i s  o b j e c t i v e  . Another a c t i v i t y  

which policymakers have c i t ed  a s  i n d i r e c t l y  a i d i n g  t h e  Government's 

e f f o r t  t o  addres s  t h e  problem i s  t h e  Export-Import Bank's (Eximbank) 

f inanc ing  of expor t  s a l e s  o f  U.S. mining  equipment and e x p e r t i s e .  

O the r  r e l a t i v e l y  new programs and i n i t i a t i v e s  which  could 

r e s u l t  i n  more U.S .  mining investment i n  developing c o u n t r i e s  i n -  

c lude  t h e  Agency f o r  I n t e r n a t i o n a l  Development's Bureau fo r  P r i v a t e  

En te rp r i se  which  was e s t a b l i s h e d  t o  inc rease  t h e  p r i v a t e  s e c t o r ' s  

p a r t i c i p a t i o n  i n  T h i r d  World development and t h e  I n t e r n a t i o n a l  

Development Cooperation Agency's Trade and Development Program 

which a t  t h e  time of  our s tudy  was a t tempt ing  t o  formulate  a 

s t r a t e g y  f o r  reducing  U . S .  dependence on a l i m i t e d  number of  over- 

seas mine ra l s  s u p p l i e r s .  Add i t iona l ly ,  t h e  Department of  S t a t e  

is n e g o t i a t i n g  a ser ies  of  b i l a t e r a l  investment t r e a t i e s  t o  f a c i l -  

i t a t e  a l l  t y p e s  of  U.S. investment i n  developing c o u n t r i e s .  - 6/ 

Because of  t h e i r  r e l a t i v e  newness ,  w e  d i d  no t  e v a l u a t e  these pro- 

grams and i n i t i a t i v e s  i n  our s tudy  and t h e r e f o r e ,  concentrated 

on O P I C  and Eximbank a c t i v i t i e s .  

O P I C ' s  E f f o r t s  t o  Increase  U . S .  
Mining Investment Overseas 

O P I C  i s  a wholly owned Government co rpora t ion  c r e a t e d  by 

t h e  Congress i n  1969  t o  f a c i l i t a t e  t h e  f low o f  p r i v a t e  U.S. 

c a p i t a l  and s k i l l s  t o  t h e  T h i r d  World. O P I C  accomplishes t h i s  
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o b j e c t i v e  through i t s  i n s u r a n c e ,  f i n a n c i a l  g u a r a n t e e ,  d i r ec t  l o a n ,  , 

and promot iona l  programs. 

I ts  i n s u r a n c e  program p r o v i d e s  p r o t e c t i o n  a g a i n s t  

--losses d u e  t o  war, r e v o l u t i o n ,  o r  i n s u r r e c t i o n ;  - 7/ 
--losses d u e  t o  e x p r o p r i a t i o n ,  n a t i o n a l i z a t i o n ,  o r  

c o n f i s c a t i o n  by a f o r e i g n  government; and 

--an i n v e s t o r ' s  i n a b i l i t y  t o  r e p a t r i a t e  p r o f i t s ,  

e a r n i n g s ,  o r  r e t u r n  on an  o r i g i n a l  inves tment .  

I n  1977, an i n t e r a g e n c y  t a sk  force recommended t h a t  O P I C  de- 

v e l o p  more e f f e c t i v e  programs t o  increase m i n e r a l s  e x p l o r a t i o n  and 

development i n  T h i r d  World c o u n t r i e s  t o  spur  U.S .  mining i n v e s t -  

ment i n  t h e s e  c o u n t r i e s .  I n  f i s c a l  y e a r s  1977 and 1978, O P I C  re- 

sponded t o  t h e  recommendation by making s e v e r a l  p o l i c y  and program 

changes des igned  t o  bet ter  s e r v e  t h e  m i n i n g  i n d u s t r y ' s  p a r t i c u l a r  

i n s u r a n c e  n e e d s  a n d  t o  more a c t i v e l y  promote U.S .  mining investment  

i n  deve loping  c o u n t r i e s .  

O P I C  improved i t s  insu rance  coverage f o r  m i n e r a l s  s e c t o r  in -  

v e s t o r s  by i n c l u d i n g  p r o t e c t i o n  aga ins t  h o s t  governments '  b reaches  

of  specified c o n t r a c t u a l  p r o v i s i o n s  du r ing  t h e  e x p l o r a t i o n ,  develop- 

m e n t ,  and p roduc t ion  phases;  p rov id ing  p r o t e c t i o n  a g a i n s t  b u s i n e s s  

i n t e r r u p t i o n s  caused by war, r e v o l u t i o n  o r  i n s u r r e c t i o n  i n  t h e  h o s t  

o r  a d j a c e n t  c o u n t r i e s ;  and o f f e r i n g  a s t e a d y  l e v e l  o f  coverage  f o r  

a 10-year pe r iod  fo l lowing  complet ion of  c o n s t r u c t i o n .  O P I C  a l s o  

undertook s p e c i a l  promotional  e f f o r t s  t o  spur  U . S .  i n v e s t o r  i n t e r -  

e s t  i n  minerals e x p l o r a t i o n  and development o p p o r t u n i t i e s  i n  t h e  

T h i r d  World. I n  con junc t ion  w i t h  t h e  Department o f  Commerce, O P I C  

1 0  



c o n d u c t e d  a series o f  r e g i o n a l  s e m i n a r s  o n  m i n e r a l s  a n d  e n e r g y  i n -  

v e s t m e n t s  i n  d e v e l o p i n g  c o u n t r i e s  and  o n  i t s  new program i n c e n t i v e s  

fo r  t h e s e  sectors.  And i n  f i s c a l  year 1 9 7 8 ,  O P I C  e s t a b l i s h e d  a 

M i n e r a l s  and Energy  Office t o  c o o r d i n a t e  i t s  s u p p o r t  f o r  t h e s e  

sectors.  

Despite t h e s e  i n i t i a t i v e s ,  O P I C v s  i n v o l v e m e n t  w i t h  t h e  sec- 

t o r  h a s  b e e n  l i m i t e d .  A s  t ab l e  2 shows,  m i n i n g  pro jec ts  r a n g e d  

from j u s t  1 . 2  t o  6.8 p e r c e n t  o f  t o t a l  p ro jec ts  i n s u r e d  or  f i n a n c e d  

be tween  f i s c a l  years 1970-80. - 8/ 

T a b l e  2 

Mining Projects  as  a P e r c e n t  
of  T o t a l  O P I C  Projects  

( n o t e  a )  

Total  Mining Mining a s  p e r c e n t  
projects  pro j ec t s of t o t a l  projects  
( n o t e  b )  ( n o t e  b )  

1970 
1 9 7 1  
1972  
1973  
1974  
1975  
1976 
1977  
1 9 7 8  
1979  
1980 

1 0 0  
1 6 8  
1 1 2  

79 
1 4 7  
155 
1 2 9  

92 
84  
80 

116 

6 
5 
2 
3 
2 
5 
3 
2 
1 
1 
8 

6.0 
3.0 
1 . 8  
3.8 
1.4 
2.6 
2.3 
2 . 2  
1 . 2  
1.4 
6.8 

- a/It s h o u l d  be emphas ized  t h a t  t h i s  t ab l e  d o e s  n o t  p r e s e n t  t h e  
number o f  - new pro jec ts  O P I C  s u p p o r t e d  d u r i n g  t h i s  p e r i o d .  
some i n s t a n c e s ,  O P I C  i n s u r e d  t h e  same p ro jec t  i n  two o r  more 
y e a r s .  C o n s e q u e n t l y ,  t h e  t o t a l  number of  new pro jec ts  
( i n c l u d i n g  t h o s e  f o r  m i n i n g )  i s  somewhat smaller t h a n  t h i s  
t a b l e  i n d i c a t e s .  

I n  

- b / I n c l u d e s  p ro j ec t s  s u p p o r t e d  b y  d i r e c t  o r  g u a r a n t e e d  l o a n s  
and  t h o s e  which O P I C  i n s u r e d .  When O P I C  p r o v i d e d  b o t h  
i n s u r a n c e  and l o a n s  t o  t h e  same p r o j e c t ,  t h e  p r o j e c t  h a s  
b e e n  c o u n t e d  o n l y  o n c e .  
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O P I C  o f f i c i a l s  p o i n t e d  t o  weak  m i n e r a l s  markets a s  t h e  p r i -  

mary r eason  f o r  t h e  small number o f  mining p r o j e c t s  i t  h a s  been 

able t o  i n s u r e  o r  f i n a n c e  s i n c e  i t s  m i n e r a l s  i n i t i a t i v e s  were 

i n s t i t u t e d .  They contended t h a t  p r o s p e c t s  f o r  f u t u r e  demand have 

n o t  encouraged t h e  development of new s o u r c e s  which, i n  t u r n ,  h a s  

resul ted i n  few requests f o r  i n s u r a n c e  o r  l o a n s .  Trend d a t a  on 

inves tment  s u p p o r t  t h i s  a s ses smen t .  However, OPIC's o p e r a t i o n a l  

p o l i c i e s ,  budget c e i l i n g s ,  and s t a t u t o r y  r equ i r emen t s  have a l s o  

d imin i shed  t h e  program's  u s e f u l n e s s  t o  m i n e r a l s  s e c t o r  i n v e s t o r s .  

O P I C ' s  i n s u r a n c e  program is  s t a t u t o r i l y  l i m i t e d  t o  a maximum 

con t ingency  l i a b i l i t y  o f  $7.5 b i l l i o n ,  w i t h  no more t h a n  1 0  per-  

c e n t  of i t s  i n s u r a n c e  p o r t f o l i o  c o n c e n t r a t e d  i n  any  one c o u n t r y .  

Its a u t h o r i z i n g  l e g i s l a t i o n  a l s o  requires t h a t  i t  be  s e l f - s u s t a i n -  

i n g  and o b s e r v e  p r i n c i p l e s  o f  p r u d e n t  r i s k  management. To comply 

w i t h  these requirements, management g e n e r a l l y  r e s t r i c t s  i n s u r a n c e  - 
on  any  one coverage  f o r  any one  mining p r o j e c t  t o  $150 m i l l i o n .  

However, t h i s  l i m i t  c an  be exceeded w i t h  approva l  o f  t h e  Board o f  

D i r e c t o r s  i n  a p p r o p r i a t e  cases. 

OPIC's i n s u r a n c e  l i m i t  may be t o o  low t o  s i g n i f i c a n t l y  bene- 

f i t  some i n v e s t o r s .  Mine development c o s t s  have i n c r e a s e d  so 

d r a m a t i c a l l y  d u r i n g  t h e  l a s t  1 0  y e a r s  t h a t  a l a r g e  p r o j e c t  t oday  

could e a s i l y  cos t  $1 b i l l i o n .  For p r o j e c t s  s u c h  a s  these ,  O P I C ' s  

i n s u r a n c e  l i m i t  reduces i t s  a t t r a c t i v e n e s s  and u s e f u l n e s s  con- 

s i d e r a b l y  . 
Under t h e  loan guarantee program, O P I C  g u a r a n t e e s  an inves-  

t o r ' s  l o a n  t o  a n  approved pro jec t  f o r  any  e v e n t  t h a t  would p r e v e n t  
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t h e  borrower from meeting t h e  terms o f  a repayment schedu le .  I n  

t h i s  i n s t a n c e ,  budget  c e i l i n g s  have a l s o  l i m i t e d  t h e  program's  

appea l  t o  minerals sector i n v e s t o r s .  Guarantee a u t h o r i t y  a v a i l -  

a b l e  f o r  t h e  program was o n l y  $120 m i l l i o n  f o r  f i s c a l  yea r  1 9 8 1  

and $100 m i l l i o n  f o r  f i s ca l  year  1982.  A d d i t i o n a l l y ,  O P I C  w i l l  

n o t  g u a r a n t e e  more than  $50 m i l l i o n  p e r  p r o j e c t .  

OPIC s t a t i s t i c s  show t h a t  o n l y  f o u r  l o a n  g u a r a n t e e s  f o r  min- 

ing p r o j e c t s  were made d u r i n g  f i s ca l  y e a r s  1970-80,  a l l  i n  1979  

- .  
r _ -  . >  .. 

and 19800 Guarantees  may be a t t r a c t i v e  t o  t h e  i n d u s t r y  for 

modest v e n t u r e s  such a s  mine expans ions ,  however, c o n s i d e r i n g  

the i r  l i m i t e d  s i z e  and t h e  l i m i t e d  t o t a l  g u a r a n t e e  a u t h o r i t y ,  

there i s  some d o u b t  t h a t  s u c h  g u a r a n t e e s  could  m a k e  a s i g n i f i c a n t  

c o n t r i b u t i o n .  

The Overseas P r i v a t e  Investment Corpora t ion  A c t  amendments 

of  1978 f i r s t  made l o a n s  from O P I C ' s  Direct Investment  and Inves t -  

ment Encouragement Funds a v a i l a b l e  t o  t h e  m i n e r a l s  s e c t o r  f o r  

small  p r o j e c t s  o f  s p e c i a l  development importance and f o r  p r o j e c t  

f e a s i b i l i t y  su rveys .  A t  t h e  same t i m e ,  however, t h e  Congress 

s e t  c e r t a i n  l i m i t s  on t h e i r  u s e  by t h i s  s e c t o r .  The l e g i s l a t i o n  

s t i p u l a t e s  t h a t  loans  can be made o n l y  f o r  p r o j e c t s  sponsored by 

o r  s i g n i f i c a n t l y  invo lv ing  U.S. sma l l  b u s i n e s s e s  o r  c o o p e r a t i v e s  

and t h a t  e x p e n d i t u r e s  for mining p r o j e c t s  cannot  exceed $ 4  m i l -  
l 

l i o n  i n  any f i s c a l  year  . A d d i t i o n a l l y ,  e x p e n d i t u r e s  f o r  m i n e r a l s  

f e a s i b i l i t y  su rveys  a r e  l i m i t e d  t o  $ 2 0 0 , 0 0 0  per  f i s c a l  y e a r .  

As a r e s u l t  o f  these r e s t r i c t i o n s ,  O P I C  h a s  n o t  u s e d  e i the r  

i ts  d i r e c t  l o a n  o r  f e a s i b i l i t y  survey  f u n d s  t o  suppor t  mining 
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p r o j e c t s .  According t o  one O P I C  o f f i c i a l ,  t h e  u s e  o f  d i r e c t  l o a n s  ' 

and f e a s i b i l i t y  su rvey  a s s i s t a n c e  was o f f  limits for  mining pro- 

j ec t s  because most mining f i r m s  a re  r e l a t i v e l y  l a r g e  and,  there- 

f o r e ,  do  n o t  q u a l i f y  under t h e  "small b u s i n e s s "  requi rement  - 
Furthermore, even i f  O P I C  a l te red  its p o s i t i o n ,  i t  i s  d o u b t f u l  

t h a t  e i ther  form of  a s s i s t a n c e  would be p a r t i c u l a r l y  a t t r a c t i v e  

t o  t h e  i n d u s t r y ,  g i v e n  t h e  l i m i t e d  funding a v a i l a b l e  and t h e  

i n d u s t r y ' s  h igh  c a p i t a l  requi rements .  

Eximbank Support  f o r  Mining P r o j e c t s  

Eximbank was c r e a t e d  i n  1934 t o  p rov ide  f i n a n c i n g  suppor t  

f o r  U.S.  e x p o r t  sa les .  U n l i k e  O P I C ,  i t  i s  n o t  l i m i t e d  t o  opera-  

t i n g  i n  deve loping  c o u n t r i e s .  Its f i n a n c i n g  programs i n c l u d e  

d i r e c t  l o a n s ,  f i n a n c i a l  g u a r a n t e e s  t o  p r i v a t e  l e n d e r s ,  and com- 

m e r c i a l  and p o l i t i c a l  r i s k  i n su rance .  

I n  t h e  1940s and 1950s, Eximbank played an impor t an t  r o l e  

i n  s e c u r i n g  s t r a t e g i c  and c r i t i c a l  m i n e r a l s  s u p p l i e s  f o r  bo th  

i n d u s t r i a l  and d e f e n s e  a p p l i c a t i o n s .  Today, Eximbank f i n a n c i n g  

o f  mining equipment e x p o r t s  i s  f r e q u e n t l y  r e f e r r e d  t o  a s  one 

means by which  t h e  U.S. Government i n d i r e c t l y  promotes inves tment  

i n  m i n e  development ove r seas .  However, i n  t h e  l a s t  decade lend-  

ing  f o r  t h i s  purpose h a s  been l i m i t e d ,  e s p e c i a l l y  f o r  p r o j e c t s  

i nvo lv ing  m i n e r a l s  of  s t r a t e g i c  and c r i t i c a l  importance t o  t h e  

Un i t ed  S ta tes .  

Eximbank was f i r s t  c a l l e d  on t o  promote new m i n e  develop- 

men t  o v e r s e a s  d u r i n g  World War 11. As minerals  s u p p l i e s  grew 

t i g h t e r  and i n d u s t r i a l  demand i n c r e a s e d ,  t h e  government i n i t i a t e d  
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programs t o  expand a v a i l a b l e  domestic and f o r e i g n  sources. I n  

1 9 4 0 ,  t h e  R e c o n s t r u c t i o n  F inance  C o r p o r a t i o n  was empowered t o  

m a k e  f u n d s  a v a i l a b l e  t o  Eximbank t o  s u p p o r t  m i n e r a l s  p r o j e c t s .  

I n  most cases, t h e  p r o c e e d s  from t h e  sa le  o f  a p e r c e n t a g e  o f  t h e  

o u t p u t  s e c u r e d  t h e  l o a n s .  The u s u a l  buyer  was t h e  Metals Rese rve  

Company, c r e a t e d  b y  t h e  R e c o n s t r u c t i o n  F i n a n c e  C o r p o r a t i o n  i n  

1 9 4 0  t o  a c q u i r e  m i n e r a l s  s t o c k p i l e s  from a b r o a d .  Among t h e  p ro -  

j ec t s  t h u s  supported were t u n g s t e n  mines  i n  B o l i v i a  and A r g e n t i n a ,  

t i n  mines  i n  Ch ina ,  and a series o f  h igh -g rade  i r o n  o r e  mines  i n  

Canada which  e x p o r t e d  r o u g h l y  3 m i l l i o n  t o n s  o f  o r e  a n n u a l l y  t o  

t h e  Uni ted  S t a t e s .  

Eximbank c o n t i n u e d  t o  promote new m i n e  deve lopment  o v e r s e a s  

d u r i n g  t h e  Korean War. I n  May 1951 ,  P r e s i d e n t  Truman asked  t h e  

Congress  t o  add $1 P i l l i o n  t o  t h e  Bank ' s  l e n d i n g  a u t h o r i t y  and 

i n c l u d e d  among t h e  j u s t i f i c a t i o n s  f o r  t h i s  i n c r e a s e  t h e  "supreme 

impor t ance"  o f  making l o a n s  t o  d e v e l o p  s t r a t e g i c  and c r i t i c a l  

m i n e r a l s  s o u r c e s .  I n  October  h i s  request was approved .  Between 

J u l y  1, 1950 and J u n e  30, 1953 ,  Eximbank a u t h o r i z e d  c red i t s  o f  

a p p r o x i m a t e l y  $215 m i l l i o n  t o  f i n a n c e  t h e  p u r c h a s e  o f  U . S .  equ ip -  

ment and mater ia ls  and t o  i n c r e a s e  p r o d u c t i o n  o f  c o b a l t ,  h i g h -  

grade i r o n  o r e ,  manganese,  n i c k e l ,  t u n g s t e n ,  u ran ium,  and z i n c .  

I n  most i n s t a n c e s ,  c o n t r a c t s  were e n t e r e d  i n t o  t o  purchase a t  

l e a s t  p a r t  o f  t h e  o u t p u t  f o r  U . S .  n a t i o n a l  s t o c k p i l e s .  

I n  a d d i t i o n  t o  u s i n g  i t s  own f u n d s  f o r  minerals s e c t o r  l o a n s ,  

Eximbank a u t h o r i z e d  and managed l o a n s  made a v a i l a b l e  under  s e c t i o n  

302 o f  t h e  Defense P r o d u c t i o n  A c t  o f  1950.  T h i s  s e c t i o n  p r o v i d e d  
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f o r  l o a n s  t o  expand c a p a c i t y  and deve lop  t e c h n o l o g i c a l  p r o c e s s e s  

and t o  e x p l o r e ,  deve lop ,  and m i n e  s t r a t e g i c  and c r i t i c a l  m i n e r a l s  

deposits. An Execut ive  o r d e r  i s sued  in September 1 9 5 0  directed 

t h e  Recons t ruc t ion  Finance Corpora t ion  t o  make l o a n s  under t h i s  

p r o v i s i o n ,  and a subsequent  o r d e r  a u t h o r i z e d  Eximbank t o  manage 

s u c h  l o a n s  made i n  f o r e i g n  c o u n t r i e s .  

L i k e  t h e  l o a n s  Eximbank provided d u r i n g  World War I1 and 

t h o s e  made w i t h  i t s  own funds  d u r i n g  t h e  Korean War, t h e  

sec t ion  302 l o a n s  were made w i t h  specific U.S.  s t r a t e g i c  needs 

i n  mind. The Execut ive  o r d e r  which  a u t h o r i z e d  Eximbank's par-  

t i c i p a t i o n  i n  t h e  302 program s t i p u l a t e d  tha t . . a  l o a n  could  o n l y  

be  made i f  a c e r t i f i c a t e  o f  n e c e s s i t y  was i s s u e d  by t h e  Defense 

Product ion  Admin i s t r a t ion .  Among t h e  p r o j e c t s  suppor ted  by these  

f u n d s  were coppe r ,  molybdeni te ,  and b i s m u t h  m i n e s  i n  Canada, z i n c  

mines i n  Mexico, and copper and c o b a l t  mines i n  Zambia, t h e n  

known a s  Northern Rhodesia. 

During t h e  l a s t  decade, Eximbank s u p p o r t  f o r  m i n i n g ,  inc lud-  

ing  f e a s i b i l i t y  su rveys  and f i r s t - s t a g e  p r o c e s s i n g ,  h a s  been 

s p a r s e .  Mining ' s  share of  all d i r e c t  l o a n s  and f i n a n c i a l  guaran- 

tees - 9/ ranged from 8.4 p e r c e n t  i n  f i s ca l  yea r  1971 t o  0 p e r c e n t  

i n  f i s c a l  yea r  1978 ,  and less than  1 percent i n  1981. 10/ Only - 
a handfu l  of  t h e  p r o j e c t s  suppor ted  du r ing  t h i s  pe r iod  involved 

s t r a t e g i c  and c r i t i c a l  m i n e r a l s  f o r  which t h e  Uni ted  S t a t e s  h a s  

few i f  any r e s e r v e s .  Most p r o j e c t s  involved major m i n e r a l s  s u c h  

as  copper and i r o n  o r e .  
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The e x t e n t  o f  Eximbank's a c t i v i t i e s  by  s e c t o r  depends  on  t h e  

mix o f  i t s  a p p l i c a n t s .  I n  a v e r y  rea l  s e n s e ,  t h e n ,  i t  c a n n o t  pro-  

mote min ing  i n v e s t m e n t  t o  secure s u p p l i e s ,  however i n d i r e c t l y ,  

b e c a u s e  i t  does n o t  c o n t r o l  t h a t  mix. An e x c e p t i o n  o c c u r r e d  d u r -  

i n g  t h e  1 9 4 0 s  and 1 9 5 0 s  when emphasis on  i n c r e a s i n g  access t o  

s t r a t eg ic  and c r i t i c a l  m i n e r a l s  was s t r o n g  and r e s u l t e d  i n  s p e c i a l  

f u n d s  f o r  and a special f o c u s  on  min ing .  Today, however ,  Eximbank 

has no s u c h  mandate  and sets no  s e c t o r  p r i o r i t i e s .  

U . S .  PARTICIPATION I N  MULTILATERAL PROGRAMS 

I n  t h e  mid- l970s ,  t h e  Uni ted  S t a t e s  a u t h o r e d  o r  s u p p o r t e d  a 

v a r i e t y  o f  m u l t i l a t e r a l  i n i t i a t i v e s  t o  e n c o u r a g e  mining  i n v e s t -  

ment i n  d e v e l o p i n g  c o u n t r i e s .  P r i n c i p a l  among these i n i t i a t i v e s  

were f o r m u l a t i n g  a n  i n t e r n a t i o n a l  i n v e s t m e n t  i n s u r a n c e  p l a n ,  en-  

c o u r a g i n g  a grea te r  emphasis by m u l t i l a t e r a l  deve lopment  banks  on 

f o s t e r i n g  m i n e r a l s  s e c t o r  g r o w t h ,  and c r e a t i n g  t h e  U.N. Revolv ing  

Fund f o r  N a t u r a l  Resources  E x p l o r a t i o n .  The Uni ted  S t a t e s  i n i t i -  

a l l y  s u p p o r t e d  these e f f o r t s  a s  a means o f  a i d i n g  T h i r d  World 

economic development  and a s s u r i n g  a d e q u a t e  wor ldwide  m i n e r a l s  

supp l i e s .  Today, policymakers a l s o  p o i n t  t o  these e f f o r t s ,  p a r -  

t i c u l a r l y  t h e  bank programs,  a s  an i m p o r t a n t  p a r t  o f  t h e  Govern- 

m e n t ' s  a t t e m p t  t o  assure needed s t r a t e g i c  and c r i t i c a l  m i n e r a l s  

s u p p l i e s .  However, some of these i n i t i a t i v e s  have  n e v e r  en joyed  

t h e  widesp read  support needed f o r  imp lemen ta t ion  w h i l e  t h o s e  t h a t  

have  been  implemented have  n o t  c o n t r i b u t e d  s i g n i f i c a n t l y  t o  

mee t ing  U . S .  n e e d s .  
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I n  1975, t h e  Uni ted  S t a t e s  proposed  t h e  c r e a t i o n  o f  a n  

I n t e r n a t i o n a l  Resources  Bank t o  p r o v i d e  g u a r a n t i e s  a g a i n s t  

p o l i t i c a l  r i s k  f o r  raw mater ia ls  i n v e s t m e n t  i n  d e v e l o p i n g  coun- 

t r i e s .  I t  was t h e  c e n t e r p i e c e  o f  a comprehens ive  U.S. approach  

t o  a d d r e s s i n g  d e v e l o p i n g  c o u n t r y  commodi t ies  p rob lems .  The p ro -  

posal  w a s  based on t h e  premise t h a t  t h e  flow o f  p r i v a t e  f o r e i g n  

mining  i n v e s t m e n t  i n t o  d e v e l o p i n g  c o u n t r i e s  was less  t h a n  p h y s i -  

c a l  o r  commerc ia l  f a c t o r s  w a r r a n t e d  b e c a u s e  o f  t h e  g r e a t e r  non- 

commercial  o r  " p o l i t i c a l "  r i s k  o f  i n v e s t i n g  i n  t hese  c o u n t r i e s .  

I ts  u l t i m a t e  p u r p o s e ,  t h e n ,  was t o  assure a r e g i o n a l  d i s t r i b u t i o n  

of mining  i n v e s t m e n t  based more s t r i c t l y  on commerc ia l  f a c t o r s .  

The t h i r d  p l a n  was proposed  by  t h e  In te r -Amer ican  Develop- 

ment Bank f o r  i t s  member c o u n t r i e s  i n  1 9 7 9 .  L i k e  t h e  I n t e r n a -  

t i o n a l  Resources  Bank, t h e ,  In te r -Amer ican  Fund f o r  Energy and 

M i n e r a l s  a l s o  was i n t e n d e d  t o  f a c i l i t a t e  t h e  f l o w  o f  f o r e i g n  . 

i n v e s t m e n t  i n t o  t h e  e n e r g y  and m i n e r a l s  s e c t o r s  o f  d e v e l o p i n g  

c o u n t r i e s .  About $750 m i l l i o n  was t o  be a v a i l a b l e  f o r  i n s u r a n c e  

and $350 m i l l i o n  f o r  l o a n  g u a r a n t i e s .  Some l e g a l  experts  b e l i e v e  

t h a t  t h e  Fund c o u l d  be e s p e c i a l l y  b e n e f i c i a l  f o r  t h e  Uni ted  S t a t e s  

b e c a u s e  it c o u l d  p r o v i d e  a n  a c c e p t a b l e  means o f  overcoming L a t i n  

American o b j e c t i o n s  t o  t h e  i n t e r n a t i o n a l  a r b i t r a t i o n  o f  d i s p u t e s .  

Such o p p o s i t i o n  h a s  p r e v e n t e d  a v a i l a b i l i t y  o f  O P I C  i n s u r a n c e  i n  

L a t i n  American c o u n t r i e s  s u b s c r i b i n g  t o  t h e  Calvo D o c t r i n e .  

These  p l a n s  have  n o t  been implemented t o  d a t e ,  l a r g e l y  

because s o l u t i o n s  have  n o t  been  found t o  some v e r y  b a s i c  ope ra -  

t i o n a l  p rob lems  which  p r e v e n t e d  a d o p t i o n  o f  t h e  I n t e r n a t i o n a l  
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Investment  Insu rance  Agency- T h i s  f i r s t  inves tment  i n su rance  

p l a n  f a i l e d  i n  l a r g e  measure because developing  and developed 

c o u n t r i e s  could  n o t  a g r e e  on how t o  a r b i t r a t e  d i spu te s ,  nego- 

t i a t e  claims, f i n a n c e  t h e  p l a n s ,  o r  d i s t r i b u t e  v o t i n g  r i g h t s .  

The World Bank Group, asked by t h e  Uni t ed  S t a t e s  t o  e v a l u a t e  i t s  

I n t e r n a t i o n a l  Resources Bank p r o p o s a l ,  concluded t h a t  i t  t o o  

would f a i l  f o r  similar r easons .  I n  t h e  case o f  t h e  In te r -Amer i -  

can Development Bank p r o p o s a l ,  i n t e r n a t i o n a l  a r b i t r a t i o n  and 

subroga t ion  o f  r i g h t s  have been major s tumbling b locks .  

A d d i t i o n a l l y ,  t h e  deve loping  c o u n t r i e s  d i d  n o t  f avor  t h e  

World Bank a f f i l i a t i o n  proposed i n  bo th  t h e  I n t e r n a t i o n a l  

Investment  Insurance  Agency and I n t e r n a t i o n a l  Resources Bank 

p l a n s  because t h e y  feared t h e  loss o f  t h e i r  c r e d i t  s t a n d i n g  w i t h  

t h e  World Bank i f  any d i s p u t e s  a r o s e .  Moreover , accord ing  t o  

some U.S.  o f f i c i a l s  and o b s e r v e r s ,  t h e  in te res ted  p a r t i e s  s u s -  

pec ted  each o t h e r  o f  b e n e f i t i n g  more from t h e  p l a n s .  Developing 

c o u n t r i e s  thought  t h a t  t h e  p l a n s  would c o n t i n u e  s u p p o r t  f o r  

what t h e y  viewed a s  t h e  e x p l o i t a t i v e  a c t i v i t i e s  o f  m u l t i n a t i o n a l s ;  

and some developed c o u n t r i e s  t h o u g h t  t h a t  t h e  Un i t ed  S t a t e s  would 

b e n e f i t  d i s p r o p o r t i o n a t e l y  because t h e y  cons ide red  t h e  U . S .  

n a t i o n a l  i n su rance  p l a n  weaker t h a n  t h e i r s  and t h e r e f o r e  l ess  

compe t i t i ve .  

S i n c e  t h e  Reagan a d m i n i s t r a t i o n  took o f f i c e ,  t h e r e  h a s  been 

some renewed i n t e r e s t  i n  fo rmula t ing  an i n t e r n a t i o n a l  inves tment  

i n s u r a n c e  plan a s  p a r t  o f  an o v e r a l l  e f f o r t  t o  ass i s t  develop-  

ing  c o u n t r i e s  th rough p r i v a t e  ra ther  t h a n  p u b l i c  s e c t o r  means. 
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I n t e r n a t i o n a l  I n s u r a n c e  P l a n s  

During t h e  l a s t  1 5  y e a r s ,  t h e  Uni ted  S t a t e s  p roposed  or sup- 

p o r t e d  three i n t e r n a t i o n a l  i n v e s t m e n t  i n s u r a n c e  p l a n s  d e s i g n e d  

t o  i n c r e a s e  f o r e i g n  i n v e s t m e n t  i n  d e v e l o p i n g  c o u n t r i e s  by  m i t i g a t -  

i n g  p o l i t i c a l  r i s k s .  One ma jo r  reason f o r  U . S .  i n t e r e s t  i n  t hese  

p l a n s  w a s  t h e i r  p o t e n t i a l  t o  improve t h e  p r o s p e c t s  f o r  f o r e i g n  

min ing  i n v e s t m e n t  i n  d e v e l o p i n g  c o u n t r i e s  t o  t h e  b e n e f i t  o f  b o t h  

p r o d u c e r s  and consumers .  Two of  t h e  three p l a n s  were s p e c i f i c a l l y  

directed toward  t h i s  end .  None have  been  implemented ,  however ,  

because  o f  d i s p u t e s  between deve loped  and d e v e l o p i n g  c o u n t r i e s  

and among d e v e l o p e d  c o u n t r i e s  a b o u t  c o n t r o l  o f  t h e  p l a n s  and t h e  

a s s i g n m e n t  of  c o s t s  and b e n e f i t s .  

The f i r s t  o f  these p l a n s  was proposed  b y  t h e  World Bank i n  

1966 .  S e v e r a l  m u l t i l a t e r a l  i n s u r a n c e  p r o p o s a l s  i n v o l v i n g  World 

Bank p a r t i c i p a t i o n  were made i n  t h e  1950s, b u t  t h e  Bank d i d  n o t  

s u p p o r t  them u n t i l  t h e  n a t i o n a l i z a t i o n s  i n  Cuba,  t h e  Congo, and 

I n d o n e s i a .  These  e v e n t s  s h a r p l y  unde r sco red  t h e  " p o l i t i c a l "  

r i s k s  c o n f r o n t i n g  i n v e s t o r s  i n  d e v e l o p i n g  c o u n t r i e s .  S h o r t l y  

t h e r e a f t e r ,  t h e  Bank d e c i d e d  t o  r e c o n s i d e r  these p r o p o s a l s  and 

by  November 1966 had p r e p a r e d  t h e  f i r s t  d r a f t  a r t i c l e s  o f  agree- 

ment f o r  a n  I n t e r n a t i o n a l  Inves tmen t  I n s u r a n c e  Agency. T h e  Bank 

b e l i e v e d  a n  i n t e r n a t i o n a l  agency  c o u l d  p l a y  a n  i m p o r t a n t  r o l e  i n  

s a f e g u a r d i n g  f o r e i g n  i n v e s t m e n t  by  c o v e r i n g  c o u n t r i e s  o r  r i s k s  

n o t  cove red  by n a t i o n a l  p l a n s ,  p r o v i d i n g  r e i n s u r a n c e  f o r  r i s k s  

c o v e r e d  by n a t i o n a l  p l a n s ,  and i n s u r i n g  i n v e s t m e n t s  made by  i n t e r -  

n a t i o n a l  c o n s o r t i a .  
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D i s c u s s i o n s ,  which have  been  d e s c r i b e d  a s  s e r i o u s ,  have  t a k e n  p l a c e  

a t  t h e  World B a n k ;  and t h e  In te r -Amer ican  Fund f o r  Energy and 

M i n e r a l s  i s  s t i l l  b e i n g  c o n s i d e r e d .  However , there is  no e v i d e n c e  

t h a t  t h e s e  d i s c u s s i o n s  have  r e s o l v e d  t h e  p rob lems  which have  hand- 

i capped  p r e v i o u s  p r o p o s a l s .  

M u l t i l a t e r a l  Development Bank E f f o r t s  

U.S. i n t e r e s t  i n  i n c r e a s i n g  m u l t i l a t e r a l  deve lopment  bank 

s u p p o r t  f o r  min ing  p r o j e c t s  prompted t h e  banks t o  reexamine  t h e i r  

m i n e r a l s  s e c t o r  l e n d i n g  po l i c i e s  i n  t h e  l a t e  1970s. H i s t o r i c a l l y ,  

t h e  b a n k s  had n o t  d e v o t e d  a l a r g e  s h a r e  o f  t h e i r  r e s o u r c e s  t o  t h i s  

s e c t o r .  I n  J u l y  1 9 7 7 ,  t h e  World Bank Group d e c i d e d  t o  expand i t s  

r o l e  i n  p romot ing  m i n e r a l s  deve lopment  and s u g g e s t e d  t h a t  t h e  

Asian  Development Bank and Inter-Amer i c a n  Development Bank a l s o  

i n c r e a s e  t h e i r  minerals  f u n d i n g .  The Group p roposed  d o u b l i n g  0 

t h e  number o f  World Bank-supported m i n e r a l s  p r o j e c t s ,  t o  a maximum 

o f  s i x  p e r  y e a r ,  by  f i s c a l  y e a r  1980.  I n  1980 p r i ces ,  t h i s  meant  

a commitment o f  $350 m i l l i o n  t o  $ 4 0 0  m i l l i o n .  The World Bank 

Group a l s o  es t imated t h a t  t h e  I n t e r n a t i o n a l  F inance  C o r p o r a t i o n  

c o u l d  p r o v i d e  $50 m i l l i o n  t o  $75 m i l l i o n  a n n u a l l y  and  t h e  r e g i o n a l  

banks  $ 4 0 0  m i l l i o n  t o  $ 5 0 0  m i l l i o n .  - 11/ The a c t i v i t i e s  deemed 

a p p r o p r i a t e  f o r  t h e  banks  were s imilar  t o  t h o s e  t h e  Uni ted  S t a t e s  

e n v i s a g e d  i n  i t s  1975 p r o p o s a l .  They i n c l u d e d  (1) b r i d g i n g  t h e  

d i f f e r e n c e s  between h o s t  governments  and f o r e i g n  min ing  c o n c e r n s  

t o  g e n e r a t e  f a i r e r ,  l o n g e r  l a s t i n g  a g r e e m e n t s ,  ( 2 )  a t t r a c t i n g  

f o r e i g n  i n v e s t m e n t  b y  t h e i r  " p r e s e n c e "  i n  ag reemen t s  , and ( 3 )  

p r o v i d i n g  d e v e l o p i n g  c o u n t r i e s  w i t h  t e c h n i c a l  a s s i s t a n c e  f o r  

g 
I? 

i 
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fo rmula t ing  and implementing comprehensive p l a n s  t o  deve lop  t h e i r  

m i n e r a l s  sectors.  

I n  1978,  t h e  Asian Development Bank ( A D B )  followed t h e  World 

Bank Group's  lead by l a y i n g  o u t  a s imilar  program f o r  promoting 

minerals development i n  i t s  developing  member countr ies .  L i k e  
. I 

t h e  Group, t h e  ADB saw an impor tan t  ro le  a s  a c a t a l y s t ,  p rov id ing  

''seed c a p i t a l "  t h a t  would a t t r a c t  funds  from o t h e r  s o u r c e s .  The 

e a r l y  emphasis was t o  be on t echn ica l  a s s i s t a n c e  for  t h e  g e o l o g i c a l  

surveying  phase fol lowed by p r o j e c t  f i n a n c i n g  once some some w e l l -  

formulated p r o j e c t s  could  be developed.  The  ADB a n t i c i p a t e d  i n -  

c r e a s i n g  commitments by 1 9 8 2  t o  about  $45 m i l l i o n  a n n u a l l y .  

The Inter-American Development Bank ( I D B )  d i d  n o t  set  fund- 

ing g o a l s  f o r  m i n e r a l s  development b u t  d i d  a p p a r e n t l y  s u p p o r t  a 

funding i n c r e a s e  a t  a meet ing  of  t h e  r e g i o n a l  development bank 

p r e s i d e n t s  i n  September 1977.  And i n  1 9 7 8 ,  t h e  I D B ' s  board of  

e x e c u t i v e  d i r e c t o r s  approved i t s  c u r r e n t  o p e r a t i n g  p o l i c y  f o r  t h e  

mining s e c t o r ,  wh ich  d e f i n e s  o b j e c t i v e s ,  i d e n t i f i e s  t h e  a c t i v i t i e s  

t o  be suppor t ed ,  o u t l i n e s  how t o  de te rmine  w h e t h e r  p r o j e c t s  a r e  

s u i t a b l e  f o r  f i n a n c i n g ,  and d e t a i l s  t h e  IDB's r o l e ,  g i v e n  c e r t a i n  

p r o j e c t  c h a r a c t e r i s t i c s .  L i k e  t h e  World Bank Group and t h e  ADB,  

t h e  IDB h a s  s e t . o u t  t o  p l a y  a c a t a l y t i c  r o l e  f o r  l a r g e  p r o j e c t s  

by c o n t r i b u t i n g  t o  t h e  e x t e n t  o f  i t s  a b i l i t y  and t h e n  a t t empt ing  

t o  r a i se  external  f i n a n c i n g  f o r  t h e  ba l ance .  

Despi te  p l a n s  t o  increase suppor t  f o r  mining ,  bank  f u n d i n g  

.: .. ' . -I_ _. " . _  i 
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i n  t h i s  a r e a  g e n e r a l l y  h a s  remained l i m i t e d .  Between 1971-80, 
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crease s i g n i f i c a n t l y  f o l l o w i n g  t h e  1977 and 1978 p o l i c y  i n i t i a -  

t i v e s .  - 1 2 /  

Table 3 

World Bank ( n o t e  c )  1 . 5  

I D B  ( n o t e  d )  1 . 4  

ADB ( n o t e  d )  . 3  

0 1 .5  1.6 

1 . 6  - 8  

0 - 5  

- a/ Commitments i n c l u d e  b o t h  p r o j e c t  l e n d i n g  and t e c h n i c a l  ass i s -  
t a n c e  . 

- b/ The World Bank e x e c u t i v e  d i r e c t o r s  approved  t h e  new i n i t i a -  
t i v e s  i n  July 1977 ,  so  p r o g r e s s  h a s  been  measured s t a r t i n g  
i n  FY 1978.  The ADB and I D B ,  however ,  d i d  n o t  u n d e r t a k e  new 
i n i t i a t i v e s  u n t i l  1978;  c o n s e q u e n t l y ,  t h e i r  p r o g r e s s  i s  
measured for  1979 and 1980 only. 

- c/ World Bank f i g u r e s  a r e  c a l c u l a t e d  on a f i s c a l  y e a r  b a s i s  t o  
conform t o  bank pract ice .  

- d/ ADB and I D B  f i g u r e s  a r e  ca l cu la t ed  on a c a l e n d a r  y e a r  basis  t o  
conform t o  t h e i r  pract ices .  CY 1978 f i g u r e s  a r e  i n c l u d e d  i n  
t h e  f i r s t  column. 

The s i n g l e  o u t s t a n d i n g  e x c e p t i o n  h a s  been  t h e  I n t e r n a t i o n a l  

F inance  C o r p o r a t i o n  ( I F C )  , whose u l t imate  a i m ,  l i k e  t h a t  o f  the 

banks ,  is t o  improve t h e  we l l -be ing  of  p e o p l e  i n  i t s  d e v e l o p  

h 

i n g  member c o u n t r i e s .  Un l ike  t h e  b a n k s ,  however ,  t h e  IFC was 
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e s t a b l i s h e d  t o  a c h i e v e  t h i s  aim s p e c i f i c a l l y  b y  p romot ing  t h e  

g rowth  o f  p r o d u c t i v e  p r i v a t e  i n v e s t m e n t  i n  t h e s e  c o u n t r i e s  and by 

a s s i s t i n g  e n t e r p r i s e s  t h a t  would c o n t r i b u t e  t o  t h e i r  o v e r a l l  

economic development  . C o n s i s t e n t  w i t h  t h i s  m i s s i o n  t h e  I F C  

d e v o t e d  a s u b s t a n t i a l l y  g r e a t e r  s h a r e  o f  i t s  t o t a l  commitments 

( a n  a v e r a g e  o f  12.6 p e r c e n t )  f o r  1971-80 t o  m i n i n g .  I t  a l s o  

i n c r e a s e d  i t s  commitments f o r  mining  p r o j e c t s  d u r i n g  t h e  l a s t  

3 y e a r s .  If 1971-80 i s  d i v i d e d  a s  it i s  f o r  t h e  World Bank 

i n  t a b l e  3 ,  a n  i n c r e a s e  i n  m i n i n g ' s  s h a r e  o f  t o t a l  commitments 

i s  c l e a r l y  shown--an a v e r a g e  o f  8 . 1  p e r c e n t  be tween f i s c a l  y e a r s  

1971-77 and 16 .3  p e r c e n t  f o r  1978-80. 

A f a c t o r  c i t e d  a s  a d v e r s e l y  a f f e c t i n g  bank s u p p o r t  f o r  

mining  p r o j e c t s  was weak  m a r k e t s .  I n  t h e  World B a n k ' s  v i ew,  f o r  

example ,  market c o n d i t i o n s  have  n o t  been  p r o m i s i n g  enough t o  en- 

sure  t h e  f i n a n c i a l  and economic v i a b i l i t y  o f  many p r o j e c t s .  

Demand h a s  been  w e a k  and p r i c e s  low,  and t h e r e  have  n o t  a p p e a r e d  

t o  be any  s h o r t a g e s  o f  most  m i n e r a l s .  I t  is i m p o r t a n t  t o  note, 

however ,  t h a t  t h e  IFC i n c r e a s e d  i t s  p r o j e c t  f i n a n c i n g  d u r i n g  t h e  

same t imef rame  and t h a t  t h e  ADB, c o n s i s t e n t  w i t h  i t s  1978 p l a n ,  

s i g n i f i c a n t l y  i n c r e a s e d  t h e  number o f  mining  p r o j e c t s  f o r  which 

it p r o v i d e d  t e c h n i c a l  a s s i s t a n c e .  

Other  bank p r i o r i t i e s  a l s o  have  l i m i t e d  m u l t i l a t e r a l  d.eve1- 

opment bank emphas i s  on  mining  a n d ,  i n  t h e  l o n g  r u n ,  may i n f l u e n c e  

bank a c t i v i t i e s  i n  t h i s  s e c t o r  more t h a n  t h e  o t h e r  f a c t o r s  a l r e a d y  

c i t e d .  During t h e  l a s t  3 y e a r s ,  t h e  World B a n k ,  I D E ,  and ADB have  

focused  h e a v i l y  on p r o j e c t s  d i r e c t l y  a d d r e s s i n g  t h e  basic  needs  o f  
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the people- rura l  development,  water and sewage, h e a l t h ,  educa- 

t i o n ,  urban development,  p o p u l a t i o n ,  and n u t r i t i o n .  From 1978 

t o  1 9 8 0 ,  t h e  World Bank directed an ave rage  of 48 p e r c e n t  of 

its t o t a l  funding  t o  these projects,  The ADB i n c r e a s e d  i t s  pro- 

j ec t  l e n d i n g  from 42 p e r c e n t  i n  1978 t o  48 p e r c e n t  i n  1980. 

And t h e  I D B ,  which set a goal of l end ing  SO p e r c e n t  of  i t s  funds  

t o  p r o j e c t s  o r i e n t e d  toward b e n e f i t i n g  t h e  lower income g roups  

of i t s  deve lop ing  member c o u n t r i e s  for  1979-82, reached a l e v e l  

of roughly  45 p e r c e n t  i n  1979 and 1980.  

Energy resources development has  become t h e  second most 

p r e s s i n g  p r i o r i t y  for  t h e  banks.  

and other  f u e l s  and t h e  ser ious balance-of-payments i m p l i c a t i o n s  

for  many developing  c o u n t r i e s  have h i g h l i g h t e d  t h e  need t o  a c c e l -  

erate t h e  development of ind igenous  ene rgy  r e s o u r c e s  and t o  con- 

serve energy .  The L a t i n  American and Caribbean experiences 

i l l u s t r a t e  t h i s  need. Most c o u n t r i e s  i n  t h e  r e g i o n  have been 

a f f e c t e d  s e r i o u s l y  by t h e  h igh  cos t  of o i l  imports. B r a z i l ,  

C h i l e ,  and t h e  smaller Caribbean and C e n t r a l  American c o u n t r i e s  

were most h u r t ,  w i t h  between a f o u r t h  and a h a l f  of  t h e  v a l u e  

of t h e i r  e x p o r t s  absorbed by o i l  import  c o s t s .  

p l a n s  t o  i n c r e a s e  i ts  share of funding for oil, gas ,  and c o a l  

p r o j e c t s  from 1 t o  6 p e r c e n t  through f i s ca l  yea r  1983. I n  1978,  

t h e  ADB targeted about 5 percen t :  and t h e  IDE, w h i l e  n o t  speci- 

f y i n g  a l e n d i n g  goal, is s t u d y i n g  t h e  problem and h a s  adopted 

an  ene rgy  s e c t o r  p o l i c y .  

The r i s e  i n  t h e  p r i c e  o f  o i l  

The World Bank 

. -. 
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Although t h e  b a n k s '  t o p  p r i o r i t i e s  l i e  elsewhere, t h e y  re- 

main i n t e r e s t e d  i n  s u p p o r t i n g  m i n e r a l s  s e c t o r  deve lopmen t ,  p ro-  

v i d i n g  t h a t  e c o n o m i c a l l y  and/or  f i n a n c i a l l y  v i a b l e  p r o j e c t s  c a n  

b e  d e v e l o p e d .  They b e l i e v e ,  f o r  example ,  t h a t  min ing  c a n  s i g n i -  

f i c a n t l y  i n c r e a s e  f o r e i g n  exchange  e a r n i n g s  and improve t h e  

ba lance-of -payments  p o s t u r e s  i n  many d e v e l o p i n g  c o u n t r i e s .  How- 

e v e r ,  it a p p e a r s  t h a t  m i n e r a l s  s e c t o r  support  w i l l  t ake  place 

o n l y  w i t h i n  b u d g e t a r y  c o n s t r a i n t s .  

m i t  s i g n i f i c a n t  i n c r e a s e s  w i t h o u t  major  s h i f t s  i n  p r i o r i t i e s .  

Our r e v i e w  i n d i c a t e s  no s u c h  s h i f t s  and t h e r e f o r e  no s i g n i f i c a n t  

g rowth  i n  t h e  b a n k s '  commitments t o  min ing .  

Such c o n s t r a i n t s  d o  n o t  p e r -  

With respect t o  s p e c i f i c  U . S .  n e e d s ,  a s  m u l t i l a t e r a l  i n s t i -  

t u t i o n s ,  t h e  b a n k s  a r e  n o t  i n t e n d e d  t o  be v e h i c l e s  f o r  t h e  pur -  

s u i t  o f  specif ic  n a t i o n a l  o b j e c t i v e s .  I t  i s  t r u e  t h a t  t h e  

Uni ted  S t a t e s  h a s  i n f l u e n c e d  general  bank p o l i c y  s i g n i f i c a n t l y  

i n  t h e  pas t .  The move by t h e  banks  i n  1977 and 1 9 7 8  t o  increase 

s u p p o r t  f o r  min ing  p r o j e c t s  i s  j u s t  o n e  example. Accord ing  t o  

Department  o f  T r e a s u r y  o f f i c i a l s ,  t h e  Uni ted  S ta tes  a l s o  was 

h i g h l y  i n s t r u m e n t a l  i n  t h e  s h i f t s  toward g rea t e r  bank  l e n d i n g  

f o r  bas ic  human n e e d s  and e n e r g y  r e s o u r c e s  deve lopmen t .  How- 

e v e r ,  t h e  Un i t ed  S t a t e s  h a s  subsc r ibed  t o  t h e  m u l t i l a t e r a l  f o c u s  

o f  t h e  banks  s i n c e  t h e i r  i n c e p t i o n ,  r e c o g n i z i n g  t h a t  bank  programs 

a re  f o r  t h e  most p a r t  a n  i n a p p r o p r i a t e  means o f  f u l f i l l i n g  speci- 

f i c  n a t i o n a l  o b j e c t i v e s .  L i k e  a l l  o t h e r  members, t h e n ,  t h e  Uni ted  

S t a t e s  d o e s  n o t  have  t h e  a u t h o r i t y  o r  t h e  a b i l i t y  t o  d i r e c t  t h e  

award o f  spec i f i c  l o a n s  o r  g r a n t s .  Even t h e  o p p o r t u n i t y  t o  

@ 
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i n f l u e n c e  p r o j e c t  d e c i s i o n s ,  however i n d i r e c t l y ,  i s  l i m i t e d  by t h e  

p rocedures  f o r  p r o j e c t  development The r e c i p i e n t  c o u n t r i e s ,  n o t  

t h e  banks,  de t e rmine  which p r o j e c t s  w i l l  be  submi t ted  for  bank 

c o n s i d e r a t i o n ,  provided t h e y  meet s t a n d a r d s  fo r  economic and 

f i n a n c i a l  v i a b i l i t y .  Any bank-generated b e n e f i t s  t o  t h e  United 

States  i n  terms o f  s t r a t e g i c  and c r i t i c a l  m i n e r a l s  a c q u i s i t i o n ,  

t h e n ,  a r e  l i k e l y  t o  be c o i n c i d e n t a l ,  m a t e r i a l i z i n g  o n l y  when 

s p e c i f i c  p r o p o s a l s  meet other  c r i t e r i a  and p r i o r i t i e s  e s t a b l i s h e d  

by t h e  banks .  

U . N .  Revolving Fund 

The U.N. Revolving Fund f o r  Na tu ra l  Resources Exp lo ra t ion  

was e s t a b l i s h e d  i n  December 1973 by r e s o l u t i o n  of  t h e  U.N.  General  

Assembly t o  h e l p  i n c r e a s e  n a t u r a l  resources e x p l o r a t i o n  i n  deve l -  

oping c o u n t r i e s  and expand t h e  w o r l d ’ s  known r e s o u r c e s  base. I t  

is t h e  o n l y  m u l t i l a t e r a l  o r g a n i z a t i o n  t h a t  f i n a n c e s  a l l  phases  of 

e x p l o r a t i o n .  When t h e  Fund became o p e r a t i o n a l  i n  1975,  t h e  Un i t ed  

States  saw it as a n  impor tan t  means o f  i n c r e a s i n g  much needed min- 

i ng  inves tment  c a p i t a l  i n  deve loping  c o u n t r i e s  and pledged a t o t a l  

of  $3.5 m i l l i o n  i n  1977  and 1978. 

The Fund’s f o c u s  on a l l  phases  o f  e x p l o r a t i o n  i s  unique 

among m u l t i l a t e r a l  programs designed t o  f o s t e r  mining inves tment  

i n  deve loping  c o u n t r i e s .  The m u l t i l a t e r a l  development banks,  

fo r  example,  r a r e l y  p rov ide  f i n a n c i n g  f o r  p r o s p e c t i n g  because 

o f  i t s  h igh  r i s k .  

The Fund’s focus  a l s o  i s  impor tan t  t o  t h e  worldwide develop- 

ment of  reasonably  p r i c e d  m i n e r a l s  r e s o u r c e s  i n  t h e  long term. 

>’ 
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E x p e r t s  agree t h a t  some o f  t h e  l a r g e s t  and r i c h e s t  d e p o s i t s  i n  

t h e  world a r e  l o c a t e d  i n  d e v e l o p i n g  c o u n t r i e s ,  which g e n e r a l l y  

do n o t  have  t h e  money o r  t h e  t e c h n i c a l  e x p e r t i s e  t o  e x p l o r e  f o r  

and p r o v e  them. Moreover,  p e r c e i v e d  p o l i t i c a l  r i s k  and i n s t a b i l -  

i t y  have  d i s c o u r a g e d  f o r e i g n  i n v e s t o r s  so t h a t  e x p l o r a t i o n  de-  

c l i n e d  s h a r p l y  i n  t h e  l a s t  decade. Many c o u n t r i e s ,  i n c l u d i n g  

some w i t h  l o n g  mining  h i s t o r i e s  and s t r o n g  d o m e s t i c  min ing  indus -  

t r i e s  s u c h  a s  B r a z i l  and t h e  P h i l i p p i n e s ,  do  n o t  know t h e  e x t e n t  

o r  v a l u e  o f  t h e i r  m i n e r a l s .  By p r o v i d i n g  e x p l o r a t i o n  a s s i s t a n c e ,  

t h e  Fund c a n  h e l p  d e v e l o p i n g  c o u n t r i e s  d e f i n e  t h e i r  h o l d i n g s  

and a t  t h e  same time compi l e  a more a c c u r a t e  c a t a l o g  o f  t h e  

w o r l d ' s  r i c h e s t  a n d ,  i n  many i n s t a n c e s ,  most  economica l  d e p o s i t s .  

The Fund ' s  basic c o n c e p t ,  o r g a n i z a t i o n ,  and o p e r a t i n g  pro-  
# 

cedures a re  un ique  among t h e  forms  o f  U.N. deve lopment  ass i s -  

t a n c e .  T r a d i t i o n a l  U.N. assis tance f o r  m i n e r a l s  p r o j e c t s  c o n s i s t s  

o f  c o n s u l t a t i v e  s e r v i c e s ,  equipment  and s u p p l i e s ,  o r  e x p e r i e n c e d  

p e r s o n n e l  and a c o u n t e r p a r t  r e c i p i e n t  government  c o n t r i b u t i o n  

o f  30 t o  60 p e r c e n t  o f  t o t a l  c o s t s .  The  Fund requi res  no s u c h  

c o n t r i b u t i o n ;  r a t h e r ,  i t  e x p l o r e s  f o r  h a r d  m i n e r a l s  - 13/  u s i n g  

f u n d s  g e n e r a t e d  by p l e d g e s  and success fu l  p r o j e c t s .  Paymen t s ,  

o r  r e p l e n i s h m e n t  c o n t r i b u t i o n s ,  a re  required o f  gove rnmen t s  o n l y  

i f  a d i s c o v e r y  i s  made and a re  ca l cu la t ed  a s  2 p e r c e n t  o f  t h e  

a n n u a l  v a l u e  o f  any  minerals  produced f o r  15  y e a r s  a f t e r  produc-  

t i o n  b e g i n s .  - 1 4 /  T h i s  r e p l e n i s h m e n t  scheme was d e v i s e d  t o  m a k e  

t h e  Fund s e l f - s u s t a i n i n g  and t o  promote a s p i r i t  o f  m u t u a l  a s s i s -  

t a n c e  among d e v e l o p i n g  c o u n t r i e s .  
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The Fund's s t r u c t u r e  and o p e r a t i n g  p rocedures  were a l i a b i l -  

i t y  duri-ng i t s  e a r l y  y e a r s .  Because t h e y  were so  unique ,  t h e  

Fund had t o  f i r s t  e s t a b l i s h  a t a n g i b l e  i d e n t i t y  and t h e n  thorough- 

l y  a c q u a i n t  p o t e n t i a l  r e c i p i e n t  governments w i t h  i t s  s e r v i c e s  and 

t h e  unusual  arrangements  under which t h e y  would be provided.  

Developing c o u n t r i e s  were slow t o  understand and a c c e p t  t h e  Fund's 

p rocedures  and requi rements .  Between June 1975 and December 1978,  

c o n t a c t s  w i t h  more than  80 c o u n t r i e s  gene ra t ed  o n l y  1 4  approved 

p r o j e c t s ,  5 of which became o p e r a t i o n a l .  As of  December 31,  1978, 

t h e  Fund had accumula ted  roughly $26 m i l l i o n  i n  pledged c o n t r i b u -  

t i o n s  b u t  had committed o n l y  $7.2 m i l l i o n .  

A d e c i s i v e  t u r n i n g  p o i n t  occur red  i n  1979  wi th  t h e  F u n d ' s  

f i r s t  e x p l o r a t i o n  success, wh ich  gene ra t ed  a more widespread ,  

formal  acceptance  of  i t s  o p e r a t i n g  p rocedures  and inc reased  in t e r -  

es t  i n  i t s  s e r v i c e s .  From t h i s  p o i n t  on ,  t h e  Fund's performance 

improved c o n s i d e r a b l y .  I n  1980  more p r o j e c t s  were approved than  

i n  any p r i o r  year  and more p r o j e c t s  began f i e l d  o p e r a t i o n s  t h a n  

i n  a l l  p r e v i o u s  y e a r s  combined. As of  December 31,  1 9 8 0 ,  t h e  Fund 

had approved 1 4  p r o j e c t s ,  9 of which  were o p e r a t i o n a l ,  and was 

c o n s i d e r i n g  11 o t h e r  p r o p o s a l s .  

Despite t h e  F u n d ' s  r e c e n t  success, i t s  f u t u r e  s t i l l  appea r s  

u n c e r t a i n .  C o n t r i b u t i o n s  have t ape red  o f f  j u s t  a s  r e q u e s t s  f o r  

s e r v i c e s  have inc reased  s h a r p l y ,  c r e a t i n g  a f i n a n c i a l  c o n d i t i o n  

t h a t  t h rea t ens  t o  c u r t a i l  t h e  F u n d ' s  a c t i v i t i e s .  

Donor i n t e r e s t  i n  t h e  Fund d e c l i n e d  because i t s  poor i n i t i a l  

performance l e f t  it w i t h  l a r g e  cash a s s e t s  t h a t  seemed t o  b e l i e  
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a need f o r  a d d i t i o n a l  funding.  The United S ta t e s ,  f o r  example, 

d i d  n o t  honor i t s  1977 and 1978 p ledges  u n t i l  June  1980 because 

of t h e  Fund's e x c e s s  l i q u i d i t y .  Although t h e  F u n d ' s  a c t i v i t y  

l e v e l  increased d r a m a t i c a l l y  i n  1979 and 1 9 8 0 ,  it s t i l l  r e t a i n e d  

l a r g e  cash h o l d i n g s .  These were t h e  r e s u l t  of a f u l l - f u n d i n g  

rule  t h a t  r e q u i r e s  t h e  Fund t o  o b l i g a t e  t o t a l  needed funds  f o r  

approved p r o j e c t s  a t  t h e  s t a r t ,  a l t hough  y e a r s  might p a s s  b e f o r e  

t h e  f u n d s  are  expended, i t  a t  all. 

I n  1979, t h e  Adminis t ra tor  a t tempted  t o  i n c r e a s e  t h e  Fund's 

f i n a n c i n g  c a p a b i l i t y  by amending t h e  f u l l - f u n d i n g  r u l e  s o  t h a t  

o n l y  one - th i rd  o f  t o t a l  p r o j e c t  c o s t s  would be s e t  a s i d e .  T h i s  

a c t i o n  was n o t  enough, however, and 1980 p l edges  f o r  t h e  Fund 

t o t a l e d  j u s t  $ 1 . 2 5  m i l l i o n .  I n  h i s  1 9 8 0  Annua l  Repor t ,  t h e  

Admin i s t r a to r  c a l l e d  f o r  c o n t r i b u t i o n s  of  $ 1 0  m i l l i o n  a n n u a l l y  

and m u l t i y e a r  p l edges  t o  s u s t a i n  t h e  F u n d ' s  a c t i v i t i e s .  However, 

t h e  U.S. Government a l r e a d y  h a s  i n d i c a t e d  t h a t  i t s  a p p r o p r i a t i o n s  

p r o c e s s  p r e v e n t s  it from making mul t iyea r  p l edges  and t h a t ,  i n  

any case, i t  i s  n o t  l i k e l y  t o  c o n t r i b u t e  a t  t h i s  t i m e  because 

of  budgetary  c o n s t r a i n t s .  

FUTURE PROGRAMS SHOULD ADDRESS S P E C I F I C  
NEEDS W I T H I N  A COHERENT STRATEGY 

W e  concluded i n  our  s t u d y  t h a t  r e c e n t  U.S.-supported m u l t i -  

l a t e r a l  and b i l a t e r a l  i n i t i a t i v e s  t o  encourage mining inves tment  

i n  deve loping  c o u n t r i e s  have n o t  s i g n i f i c a n t l y  i n c r e a s e d  worldwide 

m i n e r a l s  c a p a c i t y ,  nor d i r e c t  U . S .  access t o  s t r a t e g i c  and c r i t i c a l  

. I-, . /  
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minerals .  I n  broad t e rms ,  t h i s  was d u e  t o  dep res sed  m i n e r a l s  
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markets and a v a r i e t y  of f i n a n c i a l ,  p r o c e d u r a l ,  and p o l i c y - r e l a t e d  

r e s t r i c t i o n s  of i n d i v i d u a l  programs. I n  a d d i t i o n ,  w e  found t h a t  

two basic d e f i c i e n c i e s  l i m i t e d  t h e  e f f e c t i v e n e s s  of  a l l  of  t h e s e  

i n i t i a t i v e s :  (1) t h e y  d i d  n o t  a d d r e s s  s p e c i f i c a l l y  de f ined  

minerals needs ,  and ( 2 )  t h e y  were n o t  p a r t  o f  a well-conceived 

and orchestrated long-term minerals p o l i c y .  

By way o f  c o n t r a s t ,  d u r i n g  t h e  Korean War, t h e  U.S. Govern- 

ment e n e r g e t i c a l l y  a t tempted  t o  f o s t e r  mining inves tment  a t  home 

and abroad t o  i n c r e a s e  s o u r c e s  o f  c e r t a i n  s t r a t e g i c  and c r i t i c a l  

m i n e r a l s .  The expe r i ence  of  World War I1 and t h e  a d d i t i o n a l  

s h o r t a g e s  t h r e a t e n e d  by t h e  Korean c o n f l i c t  caused pol icymakers  

t o  focus on s t r e n g t h e n i n g  s h o r t -  and long-term U.S. access t o  

these m i n e r a l s .  The programs t h a t  r e s u l t e d  sought  t o  f u l f i l l  

s p e c i f i c a l l y  d e f i n e d  needs.  Program expend i tu re s  f o s t e r e d  devel -  

opment of needed m i n e r a l s  and provided f o r  d i r e c t  U . S .  a c c e s s  

t o  s u p p l i e r s .  

During t h e  c u r r e n t  debate  on minerals import  dependency, 

concern about  t h e  fragmented U . S .  approach t o  s t r a t e g i c  m i n e r a l s  

a c q u i s i t i o n  produced l e g i s l a t i v e  a c t i o n .  I n  October 1 9 8 0 ,  t h e  

Congress passed t h e  Na t iona l  Materials and Minera ls  P o l i c y ,  

Research and Development A c t  o f  1 9 8 0  ( 3 0  U.S.C.  160,1), t h e  f i r s t  

l e g i s l a t i o n  to focus d i r e c t l y  and  i n  d e t a i l  on fo rmula t ing  a 

n a t i o n a l  m a t e r i a l s  p o l i c y .  

The A c t  ca l led on t h e  P r e s i d e n t  t o  p r e p a r e  a p l a n  f o r  con- 

d u c t i n g  p o l i c y  a n a l y s i s ,  making p o l i c y  d e c i s i o n s ,  and c o o r d i n a t i n g  

t h e  minerals-related a c t i v i t i e s  o f  r e s p o n s i b l e  depar tments  and 
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agenc ie s .  The p o l i c y  submi t ted  t o  t h e  Congress i n  A p r i l  1 9 8 2  by 

t h e  a d m i n i s t r a t i o n  focuses p r i m a r i l y  on t h e  u s e  o f  p u b l i c  l a n d s  

for m i n e r a l s  e x p l o r a t i o n  and development,  ways t o  improve minerals 

da ta  c o l l e c t i o n  , materials r e s e a r c h  and development,  r e g u l a t o r y  

reform,  and s t o c k p i l i n g .  I t  a l so  d e s i g n a t e s  t h e  Cabine t  Counci l  

on Natural  Resources and Environment as  c o o r d i n a t o r  of n a t i o n a l  

materials p o l i c y .  

The a d m i n i s t r a t i o n ' s  p o l i c y  a l s o  i n d i c a t e s  an i n t e n t  t o  f o r -  

m u l a t e  f u t u r e  a c q u i s i t i o n  i n i t i a t i v e s  wi th  an  e y e  toward correct- 

i n g  access problems a r i s i n g  from U.S. dependence on  insecure 

sources where usable  s u b s t i t u t e s  a re  n o t  r e a d i l y  a v a i l a b l e .  To 

t h e  e x t e n t  t h a t  t h i s  i n t e n t i o n  r e p r e s e n t s  an a d m i n i s t r a t i o n  e f f o r t  

t o  d e f i n e  U.S. m i n e r a l s  needs and d i rec t  i t s  i n i t i a t i v e s  according-  

l y ,  t h e  p o l i c y  improves on t h e  more g e n e r a l  i n i t i a t i v e s  o f  t h e  

1970s. Unfor tuna te ly ,  t h e  p o l i c y  r e f e r s  o n l y  i n  p a s s i n g  t o  t h i s  

i n t e n t i o n .  I t  is unc lea r  which s t r a t eg ic  and c r i t i c a l  minerals 

ob ta ined  from p o t e n t i a l l y  insecure sources  w i l l  be t h e  f o c u s  of  

f u t u r e  i n i t i a t i v e s  and how t h e  i n i t i a t i v e s  o u t l i n e d  i n  t h e  pro- 

p o s a l  w i l l  r e s o l v e  any m i n e r a l - s p e c i f i c  a v a i l a b i l i t y  problems. 

De te rmin ing  which  m i n e r a l s  a r e  impor tan t  enough t o  t h e  U.S. 

economy and n a t i o n a l  defense t o  j u s t i f y  e x p e n d i t u r e s  f o r  t h e i r  

a c q u i s i t i o n  and weighing t h e  c o s t s  and b e n e f i t s  o f  v a r i o u s  

i n i t i a t i v e s  t o  o b t a i n  them require c o n s i d e r a b l e  a n a l y s e s ,  i n c l u d -  

i n g  m i n e r a l s  markets, demand and product ion  d a t a ,  and t h e  s t a t u s  

of new s u b s t i t u t i o n  t e c h n o l o g i e s ,  t o  name a few. We b e l i e v e  t h a t  

no  major changes o r  a d d i t i o n s  t o  current  p o l i c i e s  o r  i n i t i a t i v e s  

I - ,. ;-. :' 
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can  be r e a s o n a b l y  j u s t i f i e d  w i t h o u t  f i r s t  d e m o n s t r a t i n g  m i n e r a l -  

spec i f ic  n e e d s  and s y s t e m a t i c a l l y  weighing  a l t e r n a t i v e s  f o r  

o b t a i n i n g  them. - 15/  

Al though t h e  a d m i n i s t r a t i o n ' s  p o l i c y  d e s c r i b e s  s e v e r a l  i n i t i -  

a t i v e s  t o  i n c r e a s e  access t o  s t r a t e g i c  and c r i t i c a l  m i n e r a l s ,  it 

d o e s  n o t  address e x i s t i n g  o r  p o s s i b l e  o v e r s e a s  i n i t i a t i v e s .  Sec- 

t i o n  4 ( 9 )  of t h e  A c t  r e q u i r e s  t h e  P r e s i d e n t  t o  i n c r e a s e  t h e  r e l i -  

a b i l i t y  of o v e r s e a s  s u p p l y  s o u r c e s  by  a s s e s s i n g  t h e  o p p o r t u n i t i e s  

t o  promote c o o p e r a t i v e  m u l t i l a t e r a l  and b i l a t e r a l  a g r e e m e n t s  

f o r  m a t e r i a l s  deve lopment  i n  f o r e i g n  n a t i o n s .  The A c t  f u r t h e r  

s p e c i f i e s  t h a t  t h e  P r e s i d e n t ' s  p l a n  s h o u l d  i n c l u d e  program pro-  

posals and o r g a n i z a t i o n a l  s t ruc tu res  t o  implement such  p r o v i -  

s i o n s  a s  s e t  f o r t h  i n  s e c t i o n  4 ( 9 ) .  The a d m i n i s t r a t i o n ' s  p o l i c y  

has compl ied  w i t h  t h e  r e q u i r e m e n t  b y  r e f e r r i n g  v e r y  b r i e f l y  t o  

two a s  y e t  u n t e s t e d  o v e r s e a s  i n i t i a t i v e s ,  namely deep seabed min- 

i n g  and t h e  Trade and Development Program of  t h e  U . S .  I n t e r n a t i o n a l  

Development C o o p e r a t i o n  Agency. - 16/ Emphasis on  domestic o p t i o n s  i s  

s i g n i f i c a n t l y  g r e a t e r ,  a l t h o u g h  d o m e s t i c  i n i t i a t i v e s  a l o n e  c a n n o t  
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a s s u r e  a s t e a d y ,  economic s u p p l y  o f  t h e  s t r a t e g i c  and c r i t i c a l  

m i n e r a l s  on  which  t h e  Uni ted  S ta tes  i s  h e a v i l y  i m p o r t  d e p e n d e n t .  

A d d i t i o n a l l y ,  t h e  p o l i c y  i s  s i l e n t  on t h e  two most p rominen t  ove r -  

seas i n i t i a t i v e s  u n d e r t a k e n  i n  t h e  r e c e n t  yea r s - -0PIC ' s  m i n e r a l s  

and e n e r g y  program and t h e  m u l t i l a t e r a l  deve lopment  bank e f f o r t s  

s u p p o r t e d  by  t h e  Uni ted  S ta tes .  The f a i l u r e  t o  i n c l u d e  these 

i n i t i a t i v e s  r a i s e s  q u e s t i o n s  a b o u t  t h e i r  f u t u r e  r e l e v a n c e  and 

t h e  c o n t r i b u t i o n  t h e y  w i l l  be e x p e c t e d  t o  make. 
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CONCLUSIONS 

Recent U.S.-supported i n i t i a t i v e s  t o  encourage mining i n v e s t -  

ment i n  deve loping  c o u n t r i e s  have been o n l y  m a r g i n a l l y  h e l p f u l  a s  

a means of  s e c u r i n g  adequate  and economic s u p p l i e s  of  s t r a t e g i c  

and c r i t i c a l  m i n e r a l s  for  t h e  United S ta t e s  i n  t h e  long  term. 

Two basic c o n d i t i o n s  have impeded t h e i r  performance from t h e  s t a r t .  

1. The i n i t i a t i v e s  were n o t  des igned  t o  meet s p e c i f i c a l l y  

de f ined  minerals needs and t h e r e f o r e  canno t  be counted 

on t o  acquire t h e  minerals t h e  Un i t ed  S t a t e s  needs. 

I n d i v i d u a l  d i f f e r e n c e s  among minerals  a r e  s i g n i f i c a n t  

and a f fec t  s t r a t e g i e s  t o  a s s u r e  a c c e s s .  By c a r e f u l l y  

ana lyz ing  these differences,  pol icymakers  can d e f i n e  

l e v e l s  of  need more p r e c i s e l y  and deve lop  s t r a t eg ie s  

t a i l o r e d  t o  t h e  g e o l o g i c a l  and market cha rac t e r i s t i c s  

o f  an i n d i v i d u a l  mine ra l .  

2 .  These  i n i t i a t i v e s  have n o t  been implemented a s  p a r t  

o f  a c o h e r e n t ,  c l e a r l y  d i rec ted ,  long-term m i n e r a l s  

p o l i c y  t h a t  h a s  cons ide red  and weighted t h e  c o s t s  

and b e n e f i t s  of a v a r i e t y  o f  domestic and f o r e i g n  

o p t i o n s .  The a d m i n i s t r a t i o n ' s  p o l i c y  p r e s e n t e d  i n  

A p r i l  pays o n l y  pas s ing  a t t e n t i o n  t o  two u n t e s t e d  

o v e r s e a s  i n i t i a t i v e s - - d e e p  seabed mining and t h e  

U . S .  Trade and Development Program--and i s  s i l e n t  

on t h o s e  which  a r e  a l r e a d y  o p e r a t i n g  and which  have 

been t h e  s u b j e c t  o f  t h i s  paper .  Consequent ly ,  bo th  

t h e  A d m i n i s t r a t i o n ' s  l e v e l  of i n t e r e s t  i n  f o r e i g n  
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i n v e s t m e n t  i n i t i a t i v e s  and t h e  i m p o r t a n c e  and 

e x p e c t e d  c o n t r i b u t i o n  of t h e  i n i t i a t i v e s  under-  

t a k e n  d u r i n g  t h e  p r e c e d i n g  5 y e a r s  a r e  u n c l e a r .  

S i g n i f i c a n t  f u n d i n g  and o p e r a t i o n a l  c h a n g e s  would be r e q u i r e d  

t o  i n c r e a s e  t h e  e f f e c t i v e n e s s  of  U . S .  e f f o r t s  t o  e n c o u r a g e  min ing  

i n v e s t m e n t  i n  d e v e l o p i n g  c o u n t r i e s  a s  a means o f  s e c u r i n g  s t ra -  

teg ic  and c r i t i c a l  m i n e r a l s  r e s o u r c e s .  Such c h a n g e s  would b e  

p r e m a t u r e ,  however ,  w i t h o u t  c e r t a i n  o t h e r  a c t i o n s  f i r s t .  We, 

therefore ,  recommended i n  o u r  r e p o r t  t h a t  t h e  S e c r e t a r y  of t h e  

I n t e r i o r  a s  Chairman pro tem of t h e  C a b i n e t  C o u n c i l  on N a t u r a l  

Resources  and Environment:  

- 

--Require t h a t  a c q u i s i t i o n  i n i t i a t i v e s  be based on a 

c lear  d e m o n s t r a t i o n  of i n d i v i d u a l  m i n e r a l s  needs .  

- - C l a r i f y  t h e  r o l e s  t h a t  OPIC's m i n e r a l s  and e n e r g y  

program, Eximbank, and U . S .  s u p p o r t  f o r  t h e  m u l t i -  

l a t e r a l  deve lopment  bank programs and t h e  U.N. 

Revolv ing  Fund f o r  Natural  Resources  E x p l o r a t i o n  

a re  t o  p l a y  i n  s e c u r i n g  s t r a t e g i c  and c r i t i c a l  

m i n e r a l s  s u p p l i e s .  

The Department  o f  t h e  I n t e r i o r  agreed w i t h  o u r  recommenda- 

t i o n s  and n o t e d  t h a t  i t  is  c o n s u l t i n g  w i t h  t h e  Department  o f  

S ta te  and o t h e r  a g e n c i e s  t o  e s t a b l i s h  c o o r d i n a t e d  i n t e r n a t i o n a l  

s t r a t e g i c  and c r i t i c a l  m i n e r a l s  deve lopment  p o l i c i e s .  

. .  

. .  
:;L : c:- 1 . .  . 
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FOOTNOTES 

- 1/ U.S. Gene ra l  Accounting Off ice ,  "Federal Encouragement of 
Mining Inves tment  i n  Developing C o u n t r i e s  For S t r a t e g i c  and 
C r i t i c a l  M i n e r a l s  Has Been Only Marg ina l ly  E f f e c t i v e , "  GAO/ 
ID-82-38, September 3 ,  1982. 

- 2/ C o n s i s t i n g  of t h e  I n t e r n a t i o n a l  Bank for  Recons t ruc t ion  and 
Development, t h e  I n t e r n a t i o n a l  Development A s s o c i a t i o n  and 
t h e  I n t e r n a t i o n a l  Finance Corpora t ion .  

- 3/ A f o r e i g n  b u s i n e s s  e n t e r p r i s e  i n  which a U.S. company owns, 
d i r e c t l y  o r  i n d i r e c t l y ,  a t  l e a s t  50 p e r c e n t .  

- 4/ An o u t s t a n d i n g  e x c e p t i o n  t o  t h e  g e n e r a l  r e l u c t a n c e  o f  indus-  
t r i a l i z e d  mining i n v e s t o r s  t o  c o n s i d e r  deve lop ing  count r ies  
a p p e a r s  t o  be Japan .  According t o  Amos A. Jordon and Robert  A. 
K i lmarx  i n  Strateqic Mineral  Dependence: The S t o c k p i l e  
D i l e m m a ,  Japan  h a s  channeled n e a r l y  one-half  of i t s  t o t a l  
f o r e i g n  mining and s m e l t i n g  inves tment  i n t o  deve lop ing  coun- 
t r i e s .  J a p a n  g e n e r a l l y  h a s  f avored  i n v e s t i n g  i n  deve lop ing  
c o u n t r i e s  more t h a n  h a s  t h e  United S t a t e s .  For example,  
between 1972-77, deve lop ing  c o u n t r i e s  r e p r e s e n t e d  58 p e r c e n t  
of J a p a n ' s  t o t a l  d i r e c t  f o r e i g n  inves tment  compared w i t h  25 
p e r c e n t  fo r  t h e  United States .  . 

- 5/ P o l i t i c a l  r isks  and h o s t  government e f f o r t s  t o  b e t t e r  c o n t r o l  
n a t u r a l  resources development a re  by no means un ique ly  charac-  
t e r i s t i c  of deve loping  c o u n t r i e s .  I n  t h e  e a r l y  1970s, t h e  
Labor Government of Aus t ra l ia  employed s e v e r a l  r e s t r i c t i o n s  
t o  reduce  f o r e i g n  inves tment  i n  i ts m i n e r a l s  i n d u s t r i e s ;  t h e s e  
r e s t r i c t i o n s  were l a t e r  l i f t e d  when a new p a r t y  took  power. 
Canada 's  Fore ign  Investment  Review Agency a s  w e l l  a s  some 
of  i t s  p r o v i n c i a l  governments have sought  t o  more c a r e f u l l y  
regulate  mining e x p l o r a t i o n  and inves tment .  Concern abou t  
Sou th  Afr ica ' s  p o l i t i c a l  f u t u r e  h a s  slowed f o r e i g n  inves tment  
there.  N e v e r t h e l e s s ,  developed c o u n t r i e s  t end  t o  d i s c r i m i n a t e  
a g a i n s t  f o r e i g n  inves tment  less o f t e n  t h a n  deve lop ing  c o u n t r i e s  
a n d ,  h i s t o r i c a l l y ,  have been less  prone  t o  e x p r o p r i a t e  f o r e i g n  
p r o p e r t i e s .  

6/ The f i r s t  b i l a t e r a l  inves tment  t r e a t y  was s igned  between t h e  
United S t a t e s  and Egypt on September 29, 1982. On October 27, 
1982, r e p r e s e n t a t i v e s  o f  t h e  United S t a t e s  and Panama s igned  
t h e  second t r e a t y .  

7/ O P I C  h a s  been g i v e n  t h e  s t a t u t o r y  a u t h o r i t y  t o  issue c i v i l  
s t r i f e  i n s u r a n c e  a s  w e l l .  To do so, however, O P I C  m u s t  pro- 
v i d e  a r e p o r t  t o  t h e  Congress on t h e  s u b j e c t  60 days  b e f o r e  
it o f f e r s  i t s  f i r s t  coverage.  On August 20, 1982, O P I C  

36 



. released a r e p o r t  on c i v i l  s t r i f e  in su rance ;  b u t  a s  o f  
November 1 5 ,  1982, O P I C  had n o t  i s s u e d  any s u c h  in su rance .  

Throughout t h i s  d i s c u s s i o n ,  s t a t i s t i c s  cover  January  1, 
1970, t o  September 3 0 ,  1980. S t a t i s t i c s  from t h e  f i r s t  h a l f  o f  
f i s c a l  year  1970 have n o t  been inc luded  because t h e  i n su rance  
and l o a n  programs were be ing  o p e r a t e d  by t h e  Agency f o r  I n t e r -  
n a t i o n a l  Development. Although O P I C  was n o t  organized  u n t i l  
J anua ry  1 9 ,  1971, w e  were adv i sed  t h a t  a f t e r  Janua ry  1, 1970, 
t h e  programs were b e i n g  admin i s t e red  w i t h  O P I C  funds  accord ing  
t o  OPIC p o l i c i e s .  

- 9/ We concen t r a t ed  on Eximbank's Direct C r e d i t  and F i n a n c i a l  
Guarantee programs because t h e y  p rov ide  long-term f i n a n c i n g  
f o r  major f o r e i g n  p r o j e c t s  and l a r g e  product  e x p o r t s .  Conse- 
q u e n t l y ,  most m i n e r a l s  s e c t o r  s u p p o r t  h a s  come from these pro- 
grams. 

- 10/ I f  a l l  p r o j e c t s  suppor ted  under Eximbank's "Mining  and Ref in ing"  
c a t e g o r y  a r e  coun ted ,  t h e  share i n c r e a s e s  d r a m a t i c a l l y .  On aver-  
a g e ,  "Mining and Ref in ing"  c r ed i t s  have r e p r e s e n t e d  14.4 p e r c e n t  
o f  a l l  d i r e c t  l o a n s  and f i n a n c i a l  g u a r a n t e e s  d u r i n g  the same 
timeframe. However, i n c l u d e d  i n  t h i s  c a t e g o r y  a r e  e x p o r t  c r e d i t s  
f o r  s t e e l ,  cement,  and m e t a l s  manufactur ing p l a n t  p r o j e c t s  a s  
w e l l  a s  a v a r i e t y  o f  o t h e r  advanced-stage p rocess ing  p r o j e c t s  
t h a t  a re  o u t s i d e  t h e  f o c u s  o f  t h i s  paper .  

p r o j e c t s  combined. 
- 11/ The r e g i o n a l  bank estimates a p p l i e d  t o  m i n e r a l s  and energy  

- 1 2 /  T h e s e  s t a t i s t i c s  do n o t  c o n s i d e r  bank l e n d i n g  f o r  roads ,  p o r t s ,  
e t c . ,  t h a t  could  complement m i n e r a l s  development.  Data on t h e  
purposes  o f  t h i s  t ype  o f  l end ing  were n o t  a v a i l a b l e ,  b u t  some 
l e n d i n g  p robab ly  has  suppor ted  min ing  p r o j e c t s .  

- 13/ The Governing Council  of  t h e  U.N. Development Program h a s  
a d m i n i s t r a t i v e  r e s p o n s i b i l i t y  f o r  t h e  Fund. Although t h e  
Fund was e s t a b l i s h e d  t o  e x p l o r e  f o r  n a t u r a l  r e s o u r c e s  gener -  
a l l y ,  t h e  Governing Council  recommended r e s t r i c t i n g  i t s  a c t i -  
v i t i e s  t o  ha rd  m i n e r a l s  e x p l o r a t i o n  u n t i l  it rece ived  o r  
earned  s u b s t a n t i a l l y  l a r g e r  r e s o u r c e s .  

- 1 4 /  Recommendations have been made t o  t h e  Governing Council  t o  
c o n s i d e r  a h a l f  o f  1 p e r c e n t  o r  1 p e r c e n t  rep len ishment  r a t e  
f o r  l ea s t  developed c o u n t r i e s  a s  d e f i n e d  by t h e  Un i t ed  Nat ions 
and a c e i l i n g  o f  1 0  times p r o j e c t  c o s t s  a t  c o n s t a n t  p r i c e s  f o r  
a l l  rep len ishments .  
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- 15/ GAO's June 3 ,  1982 ,  r e p o r t ,  "Act ions  Needed t o  Promote a 
Stable  Supply of S t r a t e g i c  and C r i t i c a l  Minera ls  and Mater- 
i a l s "  (EMD-82-69), f o c u s e s  i n  d e t a i l  on t h e  a d m i n i s t r a t i o n ' s  
m i n e r a l s  p o l i c y .  I t  concludes  t h a t  i t  d o e s  n o t  a d d r e s s  t h e  
fundamental  i s s u e s  o f  (1) what  c o n s t i t u t e s  a s t r a t e g i c  and 
c r i t i c a l  m i n e r a l ,  ( 2 )  what i s  t h e  p o t e n t i a l  U.S. v u l n e r a b i l -  
i t y  f o r  a g iven  m i n e r a l ,  and ( 3 )  what  i s  t h e  proper  Fede ra l  
r o l e ,  i n c l u d i n g  t h e  b e n e f i t s  and c o s t s  o f  v a r i o u s  a l t e r n a -  
t i v e s  . 

- 16 /  According t o  t h e  p o l i c y ,  t h e  a d m i n i s t r a t i o n  a l s o  i s  c o n t i n -  
uing t o  c o n s i d e r  invoking T i t l e  111 of  t h e  Defense Product ion  
A c t  of 1950 t o  make l o a n s ,  l o a n  g u a r a n t e e s ,  price s u p p o r t s  o r  
gua ran teed  purchase  agreements  a v a i l a b l e  a s  inves tment  and 
p roduc t ion  i n c e n t i v e s .  I t  a p p e a r s ,  however, t h a t  these 
o p t i o n s  a r e  be ing  reviewed for domest ic  use o n l y .  
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