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Expanded Role of the Export-Import Bank M.J.P. Roberts

Outstending loans of the Export-Import Bank in the pest
hcve never exceeded %250 million., As of June 15, 1945, loons out-
standing were 421l million cnd commitments to mcke additional lotn
funds cveileble were 3376 million. The Bank thus had wviilable only
%150 million with which to meke gdditionel loans. According to the
Export-Import bill which hes just been passed by Congress, tho total
cmount of lozns wnd guarentecs of thoe Bank which may bo outstanding
et tny ono timc is incrcesed from 5700 million to 33,5 billion. Leo
T. Crowlay, Forcign Economic Administretor cnd Chairmen of the Board
of Trustoos of the Benk, in the course of the heurings on the bill,
cetimotod that this incroasc of $2.8 billion in the Bank's londing
cuthority will suffico to fincnce United Stetcs cxports rcquired for
roconstruction cnd devolopment cbroead only during tho proscnt fisccl
yoer. £s o rosult of this cxpansion in its loen funds, the Bank will
ba o mejor sourco of dollars in the noxt twelve months for the speeific
purpose of finencing foroign rcconstruction and development. In
ecddition, Mr. Crowlcy ostimetod thet in the coming year ebout #1 billion
will bo made cvaileble through UNRRA for shipmoents of rolief supplics
and cbout %4 billion through Lend-Leease_ %o provide war-connected sup-
plies to mombors of thc United Nc.tions._.;

1/ This veluction epparcntly cxeludes goods which may be procured
" through Army and Nevy cpproprictions end trinsferrcd undor tho
Lend-Locsoe program.
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In the course of the hearings on the Export-Import Bank bill,
Mr. Crowley indicated thet the $2.8 billion would be used principally
for European countries.r/ In response to questioning, he stated that
"4 would be fair to assume that from 700 million dollars to 1 billion
dollars would bu a reesonsble emount to expect /Russia/ to get out of
this allocation.” Among other Buropecn nations, lr. Crowley mentioned
Czechoslovekic, Greece, Yugoslavie, Belgium, Holland, Denmurk, Norwey,
oend Polend os countries which will nced doller credits to finance
purchasos of oquipment and mutorinls in tho United Stetes. He also
seid thet the Bank is oxpoctod to finance portions of tho egrcements
mado under Section 3 (c¢) of the lLond-Lozsc Act for the delivery of
oquipment end supplics to Frencc, Belgium, end Holland. By compcrison
with tho lerge sums nocdod for roconstruction in Europc, ho ostimetcd
that only $100 to 3200 million would be nocdod in the prosont fiscel
yoer to finence trede with cnd devolopment projects in L.tin Americe.
Ho stoted thet cftoer thoso roquirements hed been met, the Bonk would
not have funds aveilable to provide substenticl cid to Grest Britein.
Those ostimctes may not ncecssarily bo an cecurcte indieation of tho
distribution of thc Bank's loans sinco lMr. Crowloy will bo only one
mcribor, clboit tho chuirman, of the Bank's Borrd of Directors, which
will detorminc what loans the egency will grent.

The rceson stressod by cdministrition spokesmon for tho
nocessity of the 2.8 billion incroasc in the Benk's lending ou-
thority wes thet o finincing agoney with ndequeto funds would be
requircd in the interim between the cossution of Lend-Leeso cnd tho
cormencomont of opoerations of tho Internationsl Bank for Roconstruction
end Dovelopment. Mr. Crowley steted thet Lond-Lewsc aid to Buropoc
countrics not cctive in tho wer with Jupan muy conso by tho end of
this your; Dean Achoson, Assistant Scerotery of State, cxplaincd thut
thy Internectional Benk mey not be prepered to mulze s lerge volume of
loans end thit private cepitel may not be willing to ontor into loens
guarentcoed by tho Intermetioncl Benk or to buy its obligations for o
pcriod of porhaps two ycirs efter the Benk's orgenizution. WMr. Crowloy
eni Mr. Achcson clso testificd thot the Export-Import Bonk would bo
nooded cfter the Intornctionsl Bank comcs into oporition to supploment
ths londing sctivitics of the Imtornational Benk in the genorel ficld
of rceconstruction cnd devolopmont projocts. Mr. Crowlcy stcted thet
diroet loans to Unitcd Status oxporters would continuv to bo nceossary
to fintncc specific cxport tronsactions. Howover, ompheasis wes defi-
nitely placed upon the noed for the Bank in tho interim poriod bofore
the Intornationsl Benk is roady to opercto. This emphasis, togother
with the fcet that lending cuthority sufficient for only one yoor was
requosted, soems to have cronted tho improssion smong committeo membors
thet the Bank's londing progrem is ¢ short-run progrom. In the courso
of the¢ debetc on tho Bretton Woods oncbling legislation, Sonator Toboy
strtod thet tho Export-Import Bank might eoventuclly be merged with tho
Intornctionel Bunk, end that it wes his hope tnd undorstinding thot tho
domestic cgeney would discppoar when thoe Internationel Bunk gots into
oporation. Sonctor Berkloy suggested that, if the Internctional Benk
is eblc to function by the cnd of tho present fiscel yeer, the Export-
Import Benk would probebly not be roquired to sock cdditional funds

l/ Tho Dill cuthorizes tho Bank to moke lo.ns to any country by romoving
the prohibition on locns to governments in dofeult on their obli-
getions to tho United Stotus Govermment on spril 13, 193L.
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from Congress. These statements seem to imply that there will be
li<tle need for loans by the IExport-Import Bank after the Inter-
nal:ional Bank is operating.

By not stressing the need for loans by the Export-Import
Bank after the interim period and by allowing the impression to become
current in Congress that the Bank's primery purpose is to make rehebili-
tation loans during this period, the Bank mey find it extremely difficult,
when its lending authority is cxhaustud, to show thet it hos cssential
functions. These functions would include the provision of loans which
tho Intoernc.tioncl Bank may be cither unsble or unwilling to grant. There
are two types of lowns in this cetegory. The first type would include
loens with meturitios of six months to six or eight yoers gronted to
United States exporters to finance specific export transactions. Com-
morciasl benks hove becon unwilling in tho past to grint sueh torms on
foroign trude trenssctions, cnd BExport-Import Bank loans of this type
hevo onabled Amorican oxportors to competo with forcign supplicrs in
the Letin Americen market. Thuro is no indicetion that priveto banks
will be propeared after the war to entor into this type of business.
Such loans will not bo mede by thc Internationcl Bank. The scecond
type includes rcconstruction, devclopment, or stebilizetion loans to
foreign govermmonts or cgencics in cesos in which tho Unitcd Statos
has speclal political or cconomic interests. In tho past, the Export-
Import Benk hes grentcd loens, ospoeially to coertaln Latin Americeon
countrics, to further long-rango cconomic cnd politiesl policics of the
Unitod States, Thero may be roquests for loans which tho International
Baik will not be preparocd to grent oithor because of limitoed funds or
bectuse othor countries ero unwilling ‘o shure the risks on loans tho
bencfits of which will zceruo olmost ontiroly to the United Steotos.
It would be expedicnt for the United States to meke such locns through
the ExporteImport Bank. Also, tho Intornational Monctary Fund may not
be able to provido the dollers nceded to meet balancc of puyments
do™icits of ceortuin countrics ecnd the Export-Import Bank mey be willing
to do so in som¢ ceases. Prosumably the Export-Import Benk cannot
continue to muko locns et e rate of 83 billion & ysar after the Inter-
nctionel Bank is in operation,but there is room for & lerger volume of
lonans by the Bank then boefors the war.
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Currency Exchange in the Netherlands J.H.F.

The Netherlands Goverrment has decreed the withdrawal of all

_ bark notes of 100 guilders, the largest denomination still circulating

in the country, and has ennounced that the semo measure will be teken

in the near futuro with regerd to &ll other bank notes cnd silver cer-
tificates (muntbiljetten). The 100 guilder notes must be doposited

with o commercial bank before July 1L;l balances of tho resulting ac-
counts will be blocked for the time being, coxcopt as tho funds may be
uscd for the paymont of texcs. The Govermment hes deelered that the
monsure is eimed at disclosurc of illicit profits medo by collebo-
ribionists and war profitecrs, and thet bona-fide holders will suffer

no loss. The Netherlands note circulation incrcescd from 1,154 million
guilders on Jenuery 1, 1939, to 4,623 million on Soptember 11, 19l (be-
ginning of tho liberetion of the country) end 5,507 million on May 15,
1945 (immedietoly after the complotion of liberation); by June 25, the
circuletion had docreauscd to 1,998 million, The latest availablo report
on the distribution of tho various denominctions is for Merch 31, 192,
when notes of 100 guilders cccounted for 76% million out of a total cir-
cul.ation of 2,230 million guildors. At thet timo, however, there were
still in cireulwtion notcs of 500 end 1,000 guilders, totaling 533 million.
These lerger notes were withdrown by order of the Germaen occupation eu-
thorities in March 1943; it mey bo cssumed thut the bulk of those notes
wes oxchanged for 100 guilder notes rathor then for smaller denominations.
It may further bo essumed th.t notcs of high denomination hove increuscd
no loss then in proportion to the totel eiréulation; actuelly, in times
of curroncy oxpunsion tho amount of such notes tonds toc rise faster than
ths totel. Therefore, thc cmount of 100 guilder notes now outstinding
moy be conservetively cstimated et about one-third of the total circuletion.

The messurc teken by thce Netherlends Govornment is obviously
pcttorned cfter the Germen decroe of 1943, It is less drastic then the
action teken by tho Bolgicn Goverment in October 19y, when 60 por cent
of the secounts resulting from the exchange operution were permoanently
blocked., It is more severs then the Fronch exchenge of Junc 1945, how-
over, in thct the French mocsuro resulted in no blocking whetovor. The
recson officiclly ennounccd is probubly quite velid, but the mecsurc mey
zlso bo dosigned to lesson the dunger of o "pont-up” infletion, i.e., the
denger thet notes sccumulated during the wer muy be dishosrded ot o time
whon tho supply of goods is still fer from normel. The recent curroncy
exchenges in Belgium and Frenco have rovocled that wbout 10 por coent of
outstending notes wre not presentod for exchunge, the owners having
rewsons to prefer & loss to the disclosurc of their holdings. If this
oxperionce is repcated in the Notherlends, it mey be cxpectod thet the
outstending circuleticn will finclly be cut by about 500 million guilders.
Even should such & roduction occur, the circuletion will be about four
times as high as on Janueary 1, 1939. This rutio is ebout tho samo as in
Fronce, since the cxchungo, but ebout onc-fourth higher then in Belgium
(including "tomporerily uncveileble" note holdings). Further moesures,
especially the tuxution of war-time profits, will be nocessery to climi-
nete complotoly the dengor of tho "pont-up" inflation, cnd it may be ox-
peetod that the Govornment will soon ennounce &n integruted finencial
progreome.

(The guilder is vealucd &t about 38 United Statos conts. )

I/ Holders residing abroad hevo boen grunted an oxtension, roportedly
renging from two to six weooks.
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Probloms of Itelign Fiscel Policy J.H.F.

The liberation of Northeyn Itely hcs brightonod the gonerel
prospects of tho Italian eéonomy,l_but hes revealod additional fiscal
dirficultics. Tho foscist administretion of tho Northern provinces
contracted &« budget deficit of 310 billisn lire botweon Scptember 1943
end April 1945, of which 189 billion wrs duo to contributions to the
cost of tho Gormun sccupction. During the scmc period, the Governnent
~f the libereoted Southorn crecs incurrcd o dofiecit of 105 billion lire;
t5 this sum, however, must be «dlcd thet pert of the £1licd Hilitery
1iro issuc that will hove to be bornc by the Italion cconomy. Totaol
Alliod expenditurus betwocn July 1943 «nd the cnd »f fpril 1945 cnountcd
t2 83.3% billi»n lire; of that emount, 10 billion lirce wore rococlved
thirough tho salc of supplics &nd similar rcvenucs, end an odditioneal

15 billion heve been credited, or will be crcdited, to the Italien
Goverment s tho oquivelont »f troop pay for the fnericcn crmed forecs.
/1licd oxpenditures to be met by Ituly, therefore, gnount to only 58
billion lire, or sbout 30 por cont of tho cost of the Gorman occupation
for tho sano perial.

The Ttalion public debt, which in August 1943 stood et L0O6
billion lirc (cxcluding so-called "doferrod" sbligetions), hes inecrcased
45 850 billion as the rosult of tho doficits of both the frec Governnmont
of tho South and the fascist administration »f the North. Tho current
doficit amounts to gbout 6 billion lire per month in the Ssuthern
provinces, in spite of & substantial risc in revenuos Juring the first
nonths of 1945, and probebly is cbout as lurge in the Northcrn part of
tho country. This doficit, howover, need not ingreaso the inflationary
prossurc. The recent issuc of govermment b)nds,é coineiding with tho
end of the war in Europe, brought subscriptions of 31.2 billi~n lirc
ir the liberatcd provinces, substanticlly more thon had boon cxpoetod.
It may be hoped thet o similar drive in tho North, scheduled for July,
will hove ovon botter results. The roccipts will onsble the Governncnt
t: fincnce its cxponditurcs during the coming nonths without borrowing
from the banking systeom. Tho Goverment has els» initiatcd a tex roforn;
it hos reisod oxenmptisns and lowerod tex retes in tho oxpcctatio-n that
tr.osc eonecssions will improve tox morcle ond incressc rovenucs, and
hes cnnounced the imposition of new toxos on wor profits and copitel
ineronscs os well os the confiscation of faseist proporty. Finelly,
the ond of hostilitics end the liberetion of the North is bringing the
issuo of benk notes unlor the sale control »f the Bank of Italy. Total
nots circulatisn »n Merch 31, 1945, amounted to 346 billion lire, of
which 61 billion wzs issucd by the f1licd Militery Govermmont, 180
billion by the Bank of Itcly in Rome, anid 105 billion by thc fascist
cdninistration in Borgomo.

The final reorgonizetion of Itilion fincnecs will bo diffi-
cult but fer from irpossible. £ doroerctic Ituly will cvold the waste
of nilitury end perty cxponditurvs thet burdoned its ceonony under
frscism. Minister Solori hus pointod out thot the public dobt, nomi-
nelly five tines ws high as in 1940, notuclly is no larger then before

17 Sco Roview of Foroign Dovelopnents, Junc 25, 1945, p. 11.
g/ Sce Roview of Foroign Devolopments, May 14, 1945, p. 5.
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the war since the lira has bgen devalued in the same proportion as

the debt has increased. The fiscal rehabilitation of Italy, as of
other nations, will depend upon the rostoration of the productivity
of its cconomy as the sourcc of tex rovenucs, and upon the maintenance
of politicel stebility cnd public confidencce es the prerequisite of
non-infletionsry govermment crodit trensuctions. In recont months,
the valuc of the lira in torms of gold end foroign oxchange ¢nd in
torms of domestic purchasing power hes increoscd substentially:

sincc tho beginning of April 1945, thu black merket price of gold

hes decrcased from sbout 10,000 lirce to sbout 7,000 lire in Rome,

and cbout 8,000 lirc in Milan, and thit of the dollar from L28 lire
to 267 lirc; the bleck merkot price of broad, flour, vegutebles, fats,
macet, suger, wnd salt has droppod substontislly, in some instonecs by
morc thun onc-third. These dovelopmunts muy be vicwed as symptoms of
growing confidecnce thut fiscul rchebilitetion can be attaincd.

(The lire is officially velucd ot 1 cont.)

Senato fmcndments to Bretton Woods L.B.

Tho Bretton Woods Enabling Logislation os passod by both
housos of Congress last wock conteins all the amondments to the bill
proposed by tho House Bunking end Curroncy Committecl/cnd also threc
emondments proposcd by the Sonatc Banking and Currcncy Committco.

Twro of the emondments introduced in thce Scnate arc of little, if any,
practicul importance.

Onc of the chunges is simply to omit the scction in tho
bill as pessed by the Houso which stuted thit the United Statcs would
cormunicute to the Fund the per veluc of the doller as 15-5/21 griins
of gold ninc-tenths fine. This section was omitted not with any
thought that tho United States might wish to change the gold valuo
of the dollar, but simply in deforence to thc silver Senators who
disliked the inferonce thut the veluc of the dollar is fixcd only in
terms of gold. Under tho Fund fgrooment, the par value of cach
country's curroncy is to bc cxpressed in terms of gold or United
Stutes dollurs of the weight cnd fineness on July 1, 194k, so the
fact thet this section of thc bill hes been omitted preosumably will
nos &ffsoct even tho way in which the puar valuc of the dollar is
cormunicated to the Fund.

The second minor chongc involves Scetion 13 of the final
bill, which dircets the Unitod States representoatives to propose
cortein interpretations of the Fund fgrcement for genercl accoptance
by thc member notions. The Sencte wdded the suggestion that the Fund
tgreoment should not be intorpreted cs «uthorizing the Fund to usc its
resourccs to provide facilities for crmements. Thore is no doubt what-
vver thut forcign countries will agroc to this interprotation of the

l/'For o discussion of two of thec Housc cmondments, sco the Reviow
of Foreign Developments, Junc 11, 1945.
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Fund's authority. The interproutoetion that the Fund's resources

a«re to be used only for current monotary stabilization operations

to afford temporery ussistance to members,by itself,logicclly rules

out use of the Fund for relief, roconstruction, or .rmemcnts in any

case. Thore rcmeins, of course, the difficulty that wny ossistance

given by the Fund to a country which is muking cny purchesos cbroad

for relief, roconstruction, or crmument purposos might be said to bo
an indireet use of the Fund's rosources for such purposcs.

The third chenge introduced in the Senate is the addition
to the bill of & policy statement concerning the removel of obstecles
tc trede. First, there is tho declerction thet United States policy
is to cncour.ge further agroecments cmong netions to rcducc obstacles
to trede end "otherwisc fecilitatoe" the cxpunsion end belenced growth
of internationsl trade. Such o statement is ¢ step in the right
direcction, but it probably does not imply thet uny specific reduction
of Unitod States teriffs, for cxomple, is likely to be much casier
than it hes over beon. Sccond, there is o stutoment directing the
Netional fdvisory Council, ostablishcd in the bill, and the United
Stotos roprosentatives on the Fund ant! Bank to review cerofully the
progress which hes beun made in reeching egreement on the rcluction
of obstzclos to trade when considering the foreign leonding policies
of thc Unitod Stetes wnd of tho Fund and Benk. This statomont reflects
Cengressionel intercst in using our financial &ssistoncc ws o bergeining
wogpons Thers is certeinly somo justificwtion for pressing foreign
countries to relax trade rostrictions as & condition of large United
States loans. However, it would be unfortunctc if this statoment of poliey
stould lead to refusal of locns to individusl countrics which a«ro in
such balwnce of payments difficulties thuat they cennot possibly climi-
nete trade barricrs to eny lorge extont without substential financicl
rssistence. In the case of dollur losns by the Export-Import Bank,
or unlcr tho cuspices of the World Benk, the United Stutos reteins
¢ithur complcte control or & veto power over the cllocation of dollers
to foroign countrios. In tho cesc of tho Fund, the United States can
influonce docisions on supplying dollwurs or other curroncics only
through its rather substanticl voting power wnd its gencrcl influcnce
in the deliberations of the manecgemont.
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Notes on World Gold Production

Mary Maronsy

The world would eppear to have far less need of new gold
production in the post-war period than it had before the crisis of
the 1930's. Since 1929, central gold reserves have grown from 10
billion dollars to 35 billion, and these reserves are likely to be
supplementod soon by the 9 billion dollar resources of the Inter-
nesional Monctary Fund., Furthermoro, if the verious international
cconomie arrangements that are now being developcd have e large
mensure of success, internationcl trensactions should prove to be
bester belanced in the years chead than thoy were before theso
orgenizutions were in existonce. The need for gold to mect largoe
intornstionsl doficits will be less. In viow of this situation, it
soums probeblc that eny futurc pressurc from the gold interests to
raise the price of gold will rot mcot & sympethetic rueccption. In
fect, thero is 2 possibility thot ultimately intcrnational cetion to
curb tho steady flow of gold from the mincs into monctary usc mey be
tazon.

Nothing seems morc ceortain, howover, than that producors
are not currcmtly mcasuring the futurc of gold in such pessimistic
turms. Officially end unofficially, the minus «ro being given on-
coirggement to zot beck into production. On June 7, Cencda lifted
restrictions on shaft sinking and other development. On July 1, tho
Wer Production Boerd permittcd the rosumption of gold mining in the
Unitcd Statocs. On Junc 9, tho British Treasury announced &n inereasc
in its buying price for gold from the sterling ecrca as o consoquence
of lower shipping costs incurrcd by the Trcosury now thet the Buropean
war is over. Most oncourcging of «ll, perhaps, was the testimony of
the Undor Secretary of tho Trcesury, Dr. Harry Tthite, on the Bretton
Woods monctary proposcls before the House Benking end Currcncy Committec.
Mr. White laid great stress on the role of pgold in clleviating cny
possible dollar shortage which the Internationel Monotury Fund might
experioence &s the rosult of strong forcign demund for United Stotes
goods, He referrcd in this conncetion not only to proscnt foroign
gold roserves but also to now gold production to an ostimetcd amount
of 9 billion dollars in the noxt six years. Thus, it would appcar
thet the Troasury huas considercd the prospoet of annucl foreign gold
production somuwhet in excess of the 37 million fine ounces produced
in the record mining year of 1940.

The industry nceded no bolstering of its alroedy strong
confidonce in the opportunitics of the post-wer period. It appreiscd
Brotton Woods as an assurancc of the rocsteblishmont of tho gold
standard on a busis which would facilitate roturn to pro-wer pro-
duction end, even more importantly, would permit an cxtension of
output through new discovery end development. The prospoct of rising
costs, as roprcsented by present price and wuge lovels, has becn & eloud
or. the horizon, but some oporators huve not boen prepurod to rule out
tho possibility of offsctting windfulls in the form of incroescd sclling
priccs., For uxemplc, epropos the proposal mude in the United Stutes
scme months ago thet the price of gold be raised as on alteranctive to
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¢ rcduction in the reserve requiroments for Federel Resorve Benks,
tho following comment gpposrcd in & Johanncsburg market rcport:

"Mic deniel by Mr. Morgenthou thet tho United Stites is contemploting
an inerecsso in tho price of gold is mcoting with interest here and

it is remembered that similer doniels in tho pest have usuelly becn
followed by price incrocscs sooner or lator.”

The gold-mining industry is, of coursc, thoroughly specu-
lativo cnd thoroughly imbucd with optimism. However, it scoms rocson-
&blo to question whother its cbility to ignore the toechnicel foctors
in tho outlook mey not be due in somo mewsurc to the appearence of
confusion which govermment policy on & world scale hus presented during
ths wir years. In the initicl steges of the wer, the meintonence of a
large gold output throughout the British Empire secmed of pocremount
irportence «s @ means of obtaining tho necessary dollear cxchengo to
finence wrr imports. By the ond of 19,0, howcver, the exhcustion of
tho United Kingdom's rescrves and the increwsing magnitude of the war
supply program had demonstrotod the futility of continucd rcltanco on
treditionel methods of finance. Thercupon the industry coeascd to re-
ceive speoial encouragemont not only becsuse other finencing mothods
wore edopted but wlso beccuse the pressure on supplics and munpowor
warrontod their diversion to the production of goods of stratogic
inmportance. Although egrecment on positive restriction of gold out-
put was long doleyed, the ontrance of the United Statos into the wer
we.s o decisive influcnce; cquipment and suppliocs for gold-mining
ectivity boceme inercasingly scarce ond by 1942 production hnd begun
to docline genorelly. Tho stotisticwl record of production in rccont
years is given in Table I.

Although productisn declined in «ll tho principal producing
countries, the charascter cnd oxtont of curteilment vuricd among them.
Tho scvercst restriction was imposcd by the United States in the Ver
Production Order L-208 of October 8, 1942, which orderod the closing
of ¢11 "non-essenticl™ mincs, i.c., gold mincs, which wurc not primarily
bese metal producars, exceptions being mede only for very small lode
erd placer proportics. No new ore could be broken out and orc obove
ground could be worked only for a period of six months (provided, morc-
over, thuet tho oporction did not consume substentinl smounts of critical
netoricls end would cmploy only men who were incligible for military
service snd not nceoded in strategic mining operations elsovhere). The
dotzils of 1943 wnd 194l production show thut with the exception of
Utch, in which State 92 por cont of the production in 1943 was & by-
product from basc metel mines, all producing districts registered merkcd
repcreussions (Teble II). Tho gain to the United Stutes wer offort
soems to have consisted chicfly in the seving of supplies. The 1942
Repert of the United Stotes Burocou of Minus stated that "if the order
(1-208) hud come in 1941 over 250 lode mines &nd possibiy 700 placer
mincs in the United States and Aleske, opereations cemploying over 20,000
mon, would heve boon affectods By October 1942, however, so meny of
theso mon hed joined the crmod forees or had gone Into the mumerous
wer industrics that the number cmployed wes very groatly rcduced; of
those rumaining many for verious roasons wore unsuited to be transforred
to other mining comps or wore nceded to maintain equipment or propeortics
during the closing period.”
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The 1ifting of the ban on gold mining announced by the War
Production Board for July 1 is not expected to result in en immediate
increase in domestic output. Operators point out that "essential"
mining still has priority as regards menpower end mechinery. They
indicate, however, that in spite of these hendicaps the revocation of
the order gives them en opportunity to prepare the mines und thus to
speed resumption of full scale operations when young miners rcturn
from military service and older minors arc relcesed from their wertime
jobse

In Cenada, which is normelly a larger producor than tho United
Stetes, the curteailment since 1941 hus been ebout L5 per cent in pro-
duction ond about 50 per cent in omploymont. This is not by cny means
the equivalent of tho United Statos curtailment but it is large con-
sidering the importance of the mincs to the Northorn Ontario districts
whore thoy wre lrost the sole wetivity. As is natursl in ¢ community
whi.ch has long considered gold mining as o mejor producing cnd invest-
ment intcrcst, Cencda ovidencod considerwble roluctuncce to embark on
o restrictive policy. The intogration of United Stetes and Canedien
wosr controls throughout the whole field of production, however, mede
o roduction on both supply and lebor cccounts inevitable. The minos
were cssigned low prioritios in manpower end meteriels. In cddition,
thoy lost o considorable forco to the military scrvices. Evidonce of
ths severity of the labor shortege is to be found not only in the de-
clining gold rocovery from the quartz mincs but also in thet from the
beso metal mines, wnich heve boen unable to meintain thelr eerly wor-
time poeks of production, notwithstanding increasing demand for their
product. (Teblo III)

The rclexetion announcod by the Ottewa govermment on Juno 7
is thet of an order of Junc 1942 which forbade tho opening of new mincs
and 1limitcd monthly tonnege of mincs thon open to the avorage milled in
tho first four months of 1941. Thc rovocation of the ordor weos ac-
companied by a werning that ™mino lcbor is still subjeet to strict
coatrol by the National Selcctive Service and it may be many months
before mechinery becomes availeble.”" It is felt in some quartcers that
new propertics will be the spouerhouds of the renewed activity. The
sewrch for stratogic minerals during the wer ycars uncovercd some im-
portant gold strikes which heve provided a foundiation for a booming
markot in gold shares in recent yewrs. The established mines, on the
otacr hand, sro secn &s likely to hold back on the rosumption of
wectivity in ontieipation of more fevoreble tex rates which will help
to balince out highor operating costs. The industry hes yot to regein
its fwvored preo-war position in Dominion texation but huas some reason
to oxpoct o tex rovision es soon &s the govermment cen seoo its wey cloer,
Tho much rumored rcturn of the Canedien dollar to purity os yet seoms to
have made no impression on the investment interest in gold mines. Such
.. shenge in the exchunge rote would reduce the velue of gold in Canadian
funds from tho currcnt ratc of 38.50 to 35 dollers an ounce.
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Concerning Russion production, nothing has boen avtileble
for meny yocors oxcept estimatcs of output mado by individucls and
institutions who have tried to follow the confused roeports which have
asppecred in the Russian pross. The estimutes shown in Teblo I assume
that the withdrewal of menpowor und the lack of supplics during the
wesr hes baen serious.

The occupction of the Philippines hes tekon something over
& million ounces annuelly out of totsl world gold production since 1941 ;
prospects are that the Commonwoelth may place incrceascd emphasis on gold
production in the post-war period. A rccent report from the Philippines
is to the effoct thut leeders of the Government would like to sce the
oconomy chenged so thet more rice could be grown for domestic consumption
znd the simultuncous decline in suger cxports compensated for by en in-
crsase in gold exports. Sinco the cquipment of ths gold mincs was
dostroyed by the Jepanese, gold production will probably not be resumcd
imnedietoly. '

The South Africen industry, the world's largost gold produccr,
rcported 194y production ot 12.3 million ouncus. This is 1.7 per cent
below 1941 production, the lergest in the nution's history. It is
intcresting to note that the minos did not oscepe the general labor
shortege even though they use natives ordinarily recruited into the
mining compounds practieclly froesh from tho krawls. Large numbers of
theso joincd the Armed Forces as cuxilierics &nd others wont into the
wer industries of thc country. As a result, tho Witwatcrsrend native
lebor complement ot the ond of 194k wes about 2l; por cent, roughly
90,000 men, less then the psek figure of 367,000 reached in 192,
Shortage of supplies was also & great handiccp. Notwithstonding on
ettempt to produce goods locclly, the scurcity of imports haos beon
keenly fclt and according to one roport "the shortcge of stcol hus
boconie s chronic s tho shortage of menpower."” HMining mcthods have
hed to be rovised and advance development work shclved with the result
thet visible orc roserves in working mines have shown @ considereblo
doeline. In vicw of the difficulties feccd, the production record
tostifies to the officiency of operetions.

Becuusce the industry bulks so lcorge in South African nationel
life, end is such an important invostment ficld, morc deteil is availeble
on it then is aveileble for the gold mining industry elsewhere. (Teblc IV)
Theso data show thut working costs to the end of 194y or a per ounce
besis heve increesed just about os much ws the advence in the price of
gold due to sterling depreciotion. With wertime taxation very much
highor, profits romairing for dividonds have declincd substantielly from
the pre-war level., Some low=greods mines in fact considercd closing down.
To continue them in opergtion, the Govermment rebated te thom from tho
"gold realizetion fund"l/c sum sufficiont to meet the cost of o wege
irereese given netive lcobor in 1¢h);.  The rebeting arrangement onded

I/ Al though the Benk of England prys tho London price for gold de-

T 1livercd in Durban or Capetown, the Union Govermment retains "reeli-
zetion charges™, roughly the equivelont of insurcnce and shipping
cherges to London in normel timos.
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with the British Troasury's recent announcement that it will incrcase
the price paid for gold from the sterling arca by ly shillings 3 pence
to 172 shillings 3 pence (%33.9h to $3L.79) in rocognition of lower
shipping and insurcnce rates following tho end of the Europoan wer.
This will meen ¢ new high price for the Union's output end the gonerel
position of the industry should consequently improve. The low-grado
mincs, however, cleim that they will still not breek even., The in-
dustry wants from the Union Govermment o rovision of texction which
now takes cbout 70 per cont of working profits.

Two recont developments affccting tho lifo of the minos mey
bo montioned. Onc is tho study of ultre~deep mining--some of the large
ninos are now down past 8,000 feet and mining &t 10,000 or more fect
is being studied. This is a perticulurly intoresting possibility bo-
ceuse of the discovery of very promising orc indicutions at thesec leovels
on the West Rand. A commission appointcd to study the problom hes
rocontly made whet is considorcd & mildly encouraging report, rccom-
monding thut the subject be pursued further with tho ostablishment of
o rosearch institutec for practical oxperimontel work with new mining
mothods wnd suggesting also thut the cxpense be churged off to opeoreting
costs (hence csceping texation). Another development intimutely con-
neeted with the first is the discovery of evidonce of tho extension of
soms of the Witwetcrsrand gold bouring rocfs into tho Oraonge Free State.
This provinco has not previously been & gold producer but close drilling
hes now esteblishod tho existonce et variuble levels of some of the Rand
recefs.  No difficulty hi.s beoen cxperienced in attrecting investmont
interest in the new ficld end as soon s thoe ond of the wur rcleasses
cquipment, it is oxpuctcd to boe given o more thorough triul. Tho West
Rend ficld hus also beoon the subject of rcnowed intercst since the dis-
covery of ecxcoedingly rich orc it the Blyvooruitzicht property which
hos beon charwcterized by the loccl mining pross as "onc of the most
remarkuble mines over discoveroed." :



TABLE I.

WORLD GOLD PRODUCTION
(In millions of ounces)

CONFIDENTIM

o
o

1940 19la 192 1943 19LL

Sterling Aroa 19.2 19.3 18.1 16.0 15.0
Unisn of South Africa ih.0o 1L 1ha 12.8 12.3
Wostern Austrelia 1.2 1.1 .8 .5 .5
Southorn Rhodosia .8 .8 .8 .7 b
Gold Coast .9 .9 .8 .6 .5
British Indie 3 .3 .3 .3 .2
Othor (estimato)l/ 2.0 1.8 1.3 1.1 .9
Conade 5.3 5.3 L.8 3.7 2.9
Unitod States L.9 I 2.6 1.l 1.0
Letin America 3.0 2.9 2.7 2.y _ELE
Mexico .9 .8 .8 .6 T
Colombia 6 .7 ) 6 b
Chile L 3 .2 o2 .2
Nicerogue .2 .2 .2 2 2
Other (estimate) .9 .9 .9 .8 .7
Burore, oxcluding U.S.S.R. {cstimete) 6 .5 .5 .5 .5
Asie (excluding British India) 3.6 3.9 2.3 .8 NS
Philippinc Islands 1.1 1.1 .2 - -
Otter (estimate) 2.5 2.8 2.1 .8 b
211 cther .5 .3 .3 .2 -
Totel 37.1  37.0 32.3% 25.2 e2.ly
U.S.S.R. (cstimate) L.8  L.3 7.8 2.3 2.8
Grend Total .9 Li1.3 36.1 28.3% 25.2

p/ Preliminery.

1/ Includes Belgian Congo,which until October 194k wos o member of the

storling aresa.
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TABLE II.

UNITED STATES GOLD PRODUCTION
(Thousends of ounces) '

State or Territory 1941 1942 19432 194y
California 1,432 89l 149 115
Alaske 696 503 110 51
South Dokote 612 525 11l 11
Colorada 388 290 149 111
Neveda 378 300 111 116
Utah 373 391 382 z5L
Arizona 217 255 17k 128
Montana 253 157 61 L9
Idaho 151 99 20 22
Oregon 26 51 2 1
Weshington 8% 7L €9 50
Othor 53 3l 13 1l

Total 1,832 787 1,395 1,022

TABLE IIT.

CANADILN GOLD PRODUC TION

1940 1941 1942 19113 g,

/mount produced (thousands
of ounces)

From suriferous quartz
end placer deposits L,50h L,522  L,02% 3,082 2,436

From base metel minos 563 572 595}
: 569 LL9

“rom other 2l 251 223%
Totel 5,511 5,245 L840 3,651 2,885
Averego employment 32,245 33,2,8 26,501 l/lB,Bh} 16,738

p/ Preliminery.
1/ Firms omploying 1% or morc porsons.
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