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COIDNEL ECKLES: Gentlemen, the subject of ou r  lec ture  this 
I t  morning is The National Stockpile and United States strategy." Our 

speaker  is an old friend of the College. He is an eminent authority 
on this subject. Again i t  is a r ea l  pleasure to welcome Dr .  John D .  
Morgan, J r . ,  - 1/ to the College. 

DR. MORGAN: Thank you, Colonel. 

General  Hollis, members  of the c lass ,  and vis i tors ,  i t  is always 
a pleasure to come back to F o r t  McNair. I lived on the post f o r  three 
o r  four  yea r s  severa l  years  ago. I have many f r iends  in the faculty 
and in the c l a s s .  I hope I will have a t  least  as  many when I a m  done 
speaking a s  before I began. 

You a l l  a r e  interested in the s t rategic  stockpile, because we a r e  
piling i t  up pr imar i ly  for  the use of the military se rv ices  in time of 
war .  O u r  accumulation of a stockpile of strategic ma te r i a l s  in this 
country has  an  added advantage to the mili tary serv ices ,  one that they 
may not be toe aware of as they consider the s ize  of the budget required 
f o r  defense and defense-related activities. The existence of a large 
stockpile of s t ra teg ic  and cr i t ical  mater ials  allows the a r m e d  se rv ices  
in  time of war  to concentrate on their pr imary  mission of fighting the 
enemy with the bes t  mater ie l  that they can have, r a the r  than being dis-  
t racted by the secondary mission of protecting many dis tant  overseas  
supply lanes that would otherwise be needed to import  raw mater ia l s .  

I would like to tell you something about the way we calculate the 
stockpile objectives (chart  1, page 2 ). 

F i r s t  i t  is necessary  to est imate the requirements  f o r  a period of 
war .  See the vert ical  line on the extreme right-hand s ide  of char t  1. 
L e t  us  le t  this line represent  tne requirements ,  including the mil i tary 
and the atomic energy requirements,  the industrial  and civilian requi re  - 
ments ,  and the essent ial  exports.  

1/ Opinions a r e  those of the author and do not necessar i ly  ref lect  - 
official views. 
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Now I will te l l  you a little bit about what goes into those.  
F i r s t ,  stockpile calculations cover  a n  emergency (war )  period of 
five y e a r s .  Th i s  is a longer period of conflict than the Department  
of Defense has  told us  i t  is neces sa ry  to plan fo r .  But the longer 
t ime period gives us  a n  added safety  fac tor  in the en t i re  equation, 
and thus we a r e  making substantial  provision fo r  a l l  s o r t s  of con- 
tingencies that may come up during the uncertain y e a r s  ahead. 

F o r  example:  We may have a long period of cold war ,  in which 
cer ta in  important  o v e r s e a  sources  of supply may be cut off. We might 
have atomic bombing and destruct ion within this country that would 
r equ i r e  a l l  s o r t s  of completely unforseeable requirements  to r e p a i r  the 
damage and r e s t o r e  s o m e  semblance of economic o r d e r .  .We might h a v  
a ten-year war  o r  we might have a thirty-day war .  But if we stockpile 
s t ra teg ic  and c r i t i ca l  mater ia l s  f o r  a f ive-year  war ,  we have a t  l ea s t  
made a pret ty  reasonable  and defensible contribution toward the s e c u r i t ~  
of the country. 

The mi l i t a ry  general ly  give us  requirements  f o r  a three-year  war  
and we then extrapolate  the curves  that they give us,  based on a th ree-  
yea r  war ,  to a f ive-year  period.  

Le t  us consider  f o r  a moment the mil i tary requi rements .  If this 
were  the cha r t  f o r  copper ,  the mi l i t a ry  requirement  would include 
ammunition. Ca r t r i dge  b r a s s  would be composed of 70  percent  copper  
and 30 percent  z inc.  So on a weight bas i s  the zinc c h a r t  would include 
30 percent  of the ammunition requi rement .  

If this were  the c h a r t  f o r  nickel, the mil i tary requi rement  would 
include nickel f o r  the jet engine program.  Lf this were  the c h a r t  f o r  
tungsten, the mi l i t a ry  requi rement  would include tungsten f o r  the high- 
velocity a rmor -p i e rc ing  she l l  p rogram.  Thus the exact  logis tic plans 
of the mil i tary a r e  v e r y  bas ic  when i t  comes  to calculating the s i z e  of 
the stockpile f o r  any par t icu la r  mater ia l .  

Let  us tu rn  now to the industr ia l  and civilian requi rements .  
Those f igures  come la rge ly  f r o m  the Department of Commerce ,  but a lso 
f r o m  Inter ior ,  Agricul ture ,  and other  agencies where appropria te .  If 
this were  the c h a r t  f o r  copper ,  an example would be copper  w i re  f o r  
the e lec t r ica l  industry .  If this were  the cha r t  for  nickel, an example 
would be nickel f o r  hospital  equipment where nickel-bearing s t a in l e s s  
s t ee l  ware i s  essen t ia l .  Lf this were  the cha r t  for tungsten, i t  would 
probably include t.ungs ten fo r  cer ta in  res t r ic ted  alloy-s tee1 uses  in 
industry,  o r  tungsten wire  f o r  e lec t r ic  light bulbs, and so  for th .  



Finally, United States essential wartime exports a r e  also con- 
sidered. These a r e  limited to essential exports to our allies of 
materials that the United States normally supplies in peacetime. We 
a r e  not building up our strategic stockpile fo r  the benefit of other 
nations, but we must plan to take ca re  of their essential needs in the 
case of materials such a s  sulphur o r  molybdenum o r  vanadium, for 
which the United States is the major peacetime source.  Thus the export 
requirement would include whatever quantity of molybdenum would seem 
appropriate for shipment, say, to Great Britain, to make jet engines 
in time of war, o r  vanadium to France o r  Germany o r  other countries 
where vanadium might be needed in their essential metallurgical proc- 
esses.  

In this manner a total requirement based on a five-year period 
is developed for each major material. 

Next i t  is necessary to estimate the total supply that might be avail- 
able to the United States in the same five-year period. Supplies come 
from domes tic production (including scrap)  and f rom imports from s trate - 
gically accessible areas .  (See chart 1, page 2.  ) 

The supply data for  metals and minerals covering the five-year 
period a r e  developed by the Department of Interior, for  agricultural 
commodities by the Department of Agriculture, and for  chemicals and 
other materials by the Department of Commerce. They a r e  checked 
with other responsible agencies where necessary. If this were the 
chart  fo r  copper, the domestic production would include the United States 
domestic mine production of around 900,000 o r  1,000,000 tons a year. 
Then knowing which mines a r e  in operation now, knowing the plans for  
new mines to come into operation (which information the Bureau of Mines 
receives from industry), knowing also of the depletion ra te  of certain 
existing mines (that perhaps in 1957 o r  1958 may not then be in production), 
the Department of the Interior supplies a total figure fo r  the United States 
domestic copper mine production. To this would be added the scrap data. 

Next to be estimated a r e  supplies f rom nearby accessible sources. 
If this were the chart  for  copper, that would include Canadian copper. If 
this were the chart for nickel, that would include Canadian nickel and 
Cuban nickel. 

Also estimated a r e  supplies from distant but strategically accessible 
sources.  The Joint Chiefs of Staff advise us as to a r ea s  expected to be 
strategically accessible. 



But we don't s top  at this point. So f a r  the supply es t imates  a r e  
gross  import f igures .  F o r  many mater ia l s  if just the five-year g r o s s  
imports  were s e t  off against  the requirements ,  the supply would be 
grea ter  than the requi rement .  But the Stock Piling Act says  that we 
should "decrease and prevent wherever possible a dangerous and costly 
dependence of the United States upon foreign nations . . . in t imes  of 
national emergency. " So how do we define and determine "a dangerous 
arid costly dependence ?" 

Based on information f rom the Joint Chiefs of Staff, the State 
Department, and o the r s  with competence in this field, we apply cer ta in  
discounts, o r  safety f ac to r s ,  to the g ross  supply data. In the c a s e  of 
distant and dangerous countries the safety factors  generally a r e ,  a s  you 
would no doubt suspect ,  much l a rge r  than they a r e  f o r  nearby countr ies  
o r  f o r  United States production. The safety fac tors  make provision 
fo r  losses  of sh ips  and interference with shipping lanes.  They make 
provision for internal  confusion in cer ta in  foreign mater ia l s  -producing 
countries.  They also attempt by s tat is t ical  formula to make provision 
f o r  the old adage of not putting al l  of your eggs in one basket. 

Thus a revised picture of supply is arr ived a t  which we ca l l  a 
factored supply. Supplies f rom distant and dangerous sources  have 
been subs tantially reduced.  Supplies f r o m  nearby accessible  countries 
have also been reduced, and, if you compare the b a r s  in char t  1, page 2 ,  even 
the domestic production has  also been reduced in c a s e s  where cer ta in  
facil i t ies a r e  par t icular ly vulnerable to atomic: attack o r  sabotage. 
Wherever we have a concentration exceeding a cer ta in  degree,  we will 
reduce the supply es t imate  for  the 'Jnited States. 

Then, comparing this factored supply with ou r  five -year  requi re  - 
ments ,  there is usually some deficit which generally becomes the minimum 
stockpile objective. (See cha r t  1, page 2 )  This minimum stockpile 
objective represents  the level of mater ia l s  that we thlnk we have to have 
in  the stockpile in o r d e r  to fight a five -year war .  

Group 1 of the stockpile l is t  includes 75  mater ia l s ,  of which about 
55 a r e  metals and minerals ,  and the other 20 a r e  1a.rgely agricul tural  
commodities, and also a few drugs,  and other i tems.  Table 1, page 25, 
gives a complete lis tingof the i tems.  The minimum stockpile objectives for  
a l l  75 mater ials  a r e  valued a t  about 7 billion dol lars  a t  the present  t ime.  

As of June 30th, mater ia l s  valued a t  about 4 .7 billion dol lars  
were on hand toward the minimum objectives. Thus they were about 
two- thirds complete on an  overal l  bas is .  



However, that doesn't mean that the status of completion of each 
of the 75 items is uniformly about two-thirds. In the case of tin and 
natural rubber and some other very important commodities, the mini- 
mum stockpile objective is 100 percent complete; while in the cases 
of nickel, mica, selenium, and some other equally important commodi- 
ties, our stockpile is not quite as f a r  along toward completion. 

As a general rule the Government has tried to achieve the minimum 
objectives a s  quickly as possible. Thus it  has been willing to expand 
production using incentives under the Defense Production Act of 1950, 
which Congress passed when it  became obvious that materials shortages 
were serious in the early days of the Korean War. Over six billion 
dollars worth of commitments have been made to expand supplies of 
strategic and critical materials. About five billion of the six billion was 
fo r  metals and minerals,  and nearly one billion was for  natural rubber. 

We a r e  fortunate that President Eisenhower has had a real  under- 
standing of the relationship of strategic materials supplies to the prob- 
lem of fighting a war. He graduated f rom the Industrial College many 
years  ago, and I understand that he also, a s  a major, participated in 
drawing up many of the war plans in the pre-World War I1 period. And 
I don't need to tell you what he did in World War II and subsequently. 

Realizing that in World War I and World War II and the Korean W a r  
the United States suffered from shortages of strategic materials,  i t  has 
been a major policy of his administration to assure  that that does not 
happen again. 

In 1953 there was some concern a s  to whether the expanded capacity 
in the metals and minerals industries could be maintained for  defense 
purposes. Accordingly, the Cabinet Committee on Minerals Policy was 
established, consisting of the Secretary of Interior a s  Chairman, the 
Secretary of State, the Secretary of Commerce, and the head of ODM. 
That committee was particularly concerned a s  to whether the stock- 
pile was large enough to make fully adequate provision for  defense needs. 

That Committee looked back at  the stockpiling law, Public Law 
No. 520, that Congress passed in 1946, and they saw a phrase in there 
that the intent of Congress is to decrease and prevent wherever possible 
a dangerous and costly dependence upon foreign nations in time of national 
emergency. The Committee reviewed the problem of establishing stock- 
pile objectives and concluded that the minimum objectives could, under 
certain conditions, be enlarged. 



The Committee recommended a second discounting procedure to 
provide that in calculating a new s e t  of stockpile objectives, the United 
States would not r e l y  upon any source  except those in countr ies  near  
the United States that a r e  equally reliable a s  though the source  were 
in  the United States i tself .  The President  approved this recommenda-  
tion. 

A s  a resul t ,  then, based on a President ial  directive of ear ly  1954, 
the ODM (which had become responsible fo r  the stockpile s ince i t  was 
t ransfer red  f rom Defense to ODM by Reorganization Plan  No. 3 in 1953) 
established what we ca l l  "long- term" objectives. F o r  example, non-wes t- 
ern-hemisphere sources  a r e  discounted completely; and even within the 
western hemisphere,  100 percent discounts a r e  applied to everything 
except countries nearby the United States. 

The difference between the requirement and the doubly discounted 
supply is the long-term stockpile objective. (See char t  1, page 2. ) 

I pointed out that United States policy has been to t r y  to reach  the 
minimum objective as quickly as possible. It i s  recognized that, once 
the minimum objective is on hand, there is a l e s se r  defense need to 
acquire  the increment  toward the long-term objective--a l e s s  press ing  
need, but s t i l l  a need. It is s t i l l  necessary f o r  defense, but we don't 
have to engage in  ma jo r  expansions of supply involving payment of 
premium pr ices  o r  u s e  controls and all  that s o r t  of thing to get that 
zdditional increment .  

So once the minimum objective is  o n  hand, the Government proceeds 
to acquire the remaining part  toward the long-term objective when that 
can be  obtained a t  reasonable pr ices ,  and where such procurement  will 
a lso aid in maintaining the United States domestic mobilization base.  

The maintenance of the domestic mobilization base  makes a h t  
of sense ,  and I will explain why. 

As shown in our basic  stockpile equation, we a r e  counting, in the 
case  of many mater ials ,  substantially on domestic production in time 
of war .  But if we were  to le t  that domestic production go compietely 
down the dra in  in  peacetime, and then two o r  three y e a r s  l a t e r  refigured 
the stockpile objective, the United States would need bigger stockpiles 
to make up fo r  the loss  of domestic capacity and the United States 
would then be forced to go into world markets  to buy. With no sizable 
industry in the United States to supply i t ,  our  previous experience has  
been that you pay higher pr ices  in a situation like that. 



Therefore, by maintaining the domestic mobilization base, we 
minimize the need for  stockpiling a lot of material;  and we also have 
a going domestic industry, that can make up f o r  a l l  of the unknowns 
and unforeseeables in a n  equation like this, because, af ter  all, the 
stockpile is a relatively s t e r i l e  thing. Once piled up, we have it on 
hand and available; but if the war lasts ten years  and we have only 
stockpiled on a five -year basis,  then we run out. But if we have a 
going domestic industry, we can always expand i t  o r  we can convert 
it. It gives us a lot more flexibility in meeting our problems. 

Now, these new long-term objectives added about 3.4 billion 
dollars to the total value of the stockpile. So a s  of 30 June 1955, on 
an  overal l  basis,  counting the minimum and the long-term objectives 
together, the stockpile was valued at  about 1 0 . 4  billion dollars; and 
materials  valued a t  approximately 5.6 billion dollars were on hand 
toward those objectives. 

Now, you may ask, Where is this stockpile s to red?  It is dispersed 
around the country a t  approximately 275 stockpile locations. The mate- 
r i a l  is generally located outside of the major  centers  of likely attack. 
Yet it  is located a s  close as possible to major  centers  of consumption. 

And the stockpile of any given material  is sca t tered  around the 
country s o  that i t  is not all in one place. F o r  example, some copper 
is out west, and some  copper is also in s e v e r a l  different places in the 
East. Thus we effectively stockpile not only the material ,  but also 
the ton-miles of wartime transportation involved. And if we have a n  
attack upon this country where Federal  control, a t  least  in  the a r e a s  
adjacent to the attack, is going to  be a pretty hard  thing to work out 
in the ear ly  days, these stocks of raw materials  sca t te red  all around 
the country should be quite useful. 

A lot of mater ia l  is a t  military depots. You may have seen some 
of it there. Some materials  a r e  in the hands of the General  Services 
Administration a t  special  depots that they operate. Others a r e  s tored 
a t  public warehouses and a t  consuming plant s i tes ,  

That is the stockpile s t o r y  a s  we see  it. I a m  s u r e  there a r e  a lot 
of questions that you will want to ask. We will have time for questions 
in a little while. Meanwhile I wish to describe a few of the other pro- 
g rams  that we have had to  enter  into, largely to  supplement the  stock- 
pile program. And from the fancy title given this lecture,  I s e e  that 
I a m  to cover the s trategic implications of a l l  of this. 



The strategic implications a r e  very simple. Once we have our 
stockpile objectives on hand, i t  is not going to be necessary  f o r  the 
United States Navy, Air F o r c e ,  o r  Army to defend many places a l l  
over the world primari ly to get raw materials  back to this country 
in time of war.  I think that is the basic strategic significance. 
Now, we may very well want to defend South Africa and Indonesia 
and a l l  s o r t s  of places like that for other good and proper  reasons, 
but we don't have to rush out and hold those places just to get tin o r  
rubber o r  manganese o r  chrome from them, a s  we did in World 
War 11. 

I think there is another strategic significance about this stockpile 
equation that a lot of you people will be very intimately concerned 
with. It a l l  goes back to the military requirements; and I am not 
he re  this morning to give a lecture on military requirements and 
how the calculation thereof might be improved. You will have that 
elsewhere, if you haven't already had i t .  But the translation of the 
joint s t rategic plans into servlce strategic plans and their subsequent 
translation into se rv ice  logistic plans, and their review and accumulation 
and resubmission, and screening, and collation, and a l l  of those three-  
and four -syllable words that go into it, mean simply that probably 
severa l  years  go by before we get up-to-date military requirements 
f o r  important programs.  

It is very important that we know not only the mil i tary requi rements  
f o r  materials  f o r  current  military programs, but also what is likely 
to be in short  supply severa l  years  in the future if new programs come 
through a s  the resul t  of research  in the field of rockets o r  in entirely 
new tactical concepts and so forth.  There is a whole host of materials  
that we a r e  current ly stockpiling with which we can refight World War 
11 in excellent shape. We have plenty of natural rubber,  plenty of tin, 
plenty of manganese, and plenty of chrome. But, if some of these new 
weapons o r  new guided missi les  a r e  going to require substantial  quantities 
of materials  not now in shor t  supply, maybe f o r  fuels  o r  special alloys 
in the high-temperature chambers,  the sooner we know about i t ,  the 
better provision we can make. 

So f a r  I have talked stockpiling because that is what I was asked 
to do. But I want to point out that the Government is not limiting 
itself only to stockpiling to meet these mater ia l  shortages.  We have a 
whole group of other  programs under way that I will briefly describe, 
to show how they and stockpiling round out the complete supply picture. 



I mentioned the Defense Production Act, which Congress passed 
in 1950. It gave authority to allocate materials ,  to d i rec t  them to 
essential  programs,  and also to expand supplies. We have made about 
s ix billion dollars  worth of commitments to expand supplies of mater ia ls .  
I will cite a few examples. 

In the case  of aluminum, a t  the s t a r t  of the Korean War, United 
States production was about 720,000 tons a year .  Today United States 
pr imary  aluminum production is about 1, 600,000 tons a year .  Aluminum 
production has thus been more  than doubled in the pas t  four o r  five yea r s .  
And the reason why it  was is that when the aluminum companies, o r  some 
of them a t  least,  were quite hesitant to expand in 1950, the Government 
said, in essence: "we will buy yaur entire output of aluminum f rom your 
expanded facili t ies in the next five years  if you cannot se l l  i t  elsewhere.' '  
With that underwriting under the Defense Production Act, they then had 
no fear  of going ahead and getting the necessary financing and erect ing 
the plants to get that expansion. Of our s ix  billion dollars  that I mentioned, 
nearly a billion and a half dollars is involved in aluminum. 

In the case  of copper the Government l e t  contracts,  some of which 
run  into 1962 o r  1963, assuring certain domestic copper mines that we 
will buy their expanded output, usually a t  pr ices  of about 24-1/2 cents, 
if they cannot s e l l  i t  elsewhere. Now, what has  happened? The price 
of copper today has  been around 50 cents a pound. Regular producers 
quote i t  to their regular  customers a t  4 3  cents,  if they can get i t  f rom 
them. So none is being offered to the Government a t  the 24-112 cent 
guarantee, which is good. The mines a r e  in production, and they a r e  
a part  of our  domestic mobilization base, which is where we want them. 
But we will live up to our contracts if a t  some time in the future the 
price drops below 24-112 cents.  They will put i t  to us then. 

Now, we also have the right under those contracts to cal l  copper 
in  and put i t  in  the stockpile if we want to. It just s o  happens a t  the 
present  time that the industrial demand is s o  high f o r  copper, and the 
Stock Piling Act says  the quantity to be put into the stockpile shal l  
generally be in excess of the normal needs of consuming industry; s o  
therefore we a r e  not calling that copper and putting i t  in  the stockpile. 
But if the international situation worsened and we thought we ought to 
complete our  copper stockpile a little quicker, we could immediately 
cal l  that in and put i t  into the stockpile. 

I think tungsten provides an  excellent example of expanding a 
domestic industry. In 1950 i t  was clear  that the huge requirement 



for  high-velocity a rmor -p i e rc ing  she l l s  would be a lmost  impossible  
to mee t  in the event of al l-out war .  The smal les t  of these she l l s  
took s e v e r a l  pounds of tungsten, in the f o r m  of tungsten carbide,  as 
a hard  co re  in the cen te r  of the shel l .  Normally people use  a tiny 
little bit of tungsten carb ide  a s  big as your finger nail on a tool a s  a 
cutting edge. But h e r e  came  the Ordnance Department with t e r r i f i c  
requi rements .  They wanted to make she l l s  fo r  the Korean War to 
s top tanks in  Korea .  They also wanted an adequate stockpile of 
tungsten in ca se  we got into a ma jo r  war ,  so  they would be able to 
make a lot  m o r e  of these she l l s .  

So what did we do ? The pr ice  of tungsten pr ior  to the Korean 
War was around 2 0  do l la rs ,  duty paid, in this country, including a 
tariff of about 6 do l la rs .  We were  getting major  supplies f r o m  China 
and Korea.  In Korea there  was a mine just south of the 38th paral le l ;  
but by the end of 1950 I think you know where i t  was.  So the domest ic  
tungsten producers  w e r e  called in and asked to expand the supply of 
tungsten. P r i o r  to 1950 there  had been a couple of million pounds of 
domest ic  production annually. 

T h e r e  were  no r ea l ly  c l ea r  answers  to finding the bes t  way of 
expanding suppl ies .  So this was a very  bold program, under the Defense 
Production Act in  which the Government said in effect that i t  would 
guarantee to buy a l l  of the tungsten that any domest ic  producer  could 
produce a t  63 do l l a r s  a unit fo r  a period of five yea r s  if he could not 
s e l l  i t  e lsewhere,  up to the time that the Government had acquired th ree  
million units. F r o m  t ime to t ime the amounts acquired were published, 
s o  that p roducers  could s e e  how close they were getting to the th ree-  
million-unit total. 

Now, a unit is 16 pounds of tungsten. So the three million units 
is equivalent to 48 mill ion pounds. That i s  a huge quantity of tungsten. 
The quantity authorized to buy was s e t  higher than e s t ima te s  of potential 
domest ic  production, because the Government didn't want m i n e r s  s i t t ing 
around thinking: "Am I going to produce the 2 ,  999, 999th unit and the 
Government will buy i t ,  o r  a m  I going to produce the 3, 000, 00 1s t  unit 
and the Government won't buy i t  ?"  In 195 1 we wanted a high enough 
f igure  s o  that anybody with tungsten could go ahead and produce i t .  

A s  a r e su l t  of this p rogram with a 63  dol lar  pr ice--I  might say ,  
incidentally, that a t  that t ime the world pr ice  was about 80 dol la rs  - -  
our  6 3  do l la rs  being lower than the world p r i ce - - a s  a r e su l t  of that 
guarantee the United States  domest ic  tungsten mining industry  is now 



producing about 13, 000,000 pounds of tungsten a year. United States 
industry is now consuming about 10,000,000 pounds a year. So the 
domestic tungsten mining industry is producing more than industry 
is consuming. 

The price of tungsten on the world market has dropped to about 
30 dollars delivered in  this country, which means that foreign producers 
a r e  producing i t  for  22 o r  less and paying about 8 dollars duty, shipping 
i t  into this country, and selling i t  to industry for 30. The domestic 
miner under the guarantee sel ls  his entire output to the United States 
Government for 63 dollars. So the Government is getting a lot of tung- 
s ten. 

This tungsten will go into the stockpile insofar as  it  fits within 
the minimum and long-term objectives. We will take another very 
searching look at our requirements to make sure  that we have made 
provision for every conceivable requirement. There may even be a 
slight over-run beyond that. 

So this poses the question, What happens to the domes tic tungsten 
mining industry when the Government guarantee runs out? It will 
probably run out about the middle or  the latter part  of 1956. 

The tungsten mining industry got together with the manganese indus- 
t ry  and others, and in the last  days of the last session the Congress 
passed a bill that by legislative action would have doubled all the quan- 
tities that the Government was obligated to take under the previous 
program. This was known as  H. R. 6373. It passed the House and i t  
passed the Senate and i t  was vetoed by the President because the defense 
needs of the country at this time do not appear to warrant such an exten- 
sion of the program. 

In addition to just procurement, there is a relatively small  program, 
known as the Defense Minerals Exploration Program, in  the Department 
of Interior, under which the Government puts up from 50 to 75 percent 
of the cost of exploring for certain me t a k  and minerals. If some concern 
comes in and says: "I have what I think is a manganese deposit located 
out west. I am not sure  whether i t  is any good o r  not. I want to dri l l  
some holes, and run some test  operations to find out if it is any good" - -  
well, after the Geological Survey and the Bureau of Mines have taken 
a quick look, if i t  looks Like there is a reasonable chance, the Govern- 
ment will put up 75 percent of the money necessary to dri l l  those holes, 
o r  whatever else is necessary in the field of exploration. 



If within a ten-year period the miner produces o r e  and se l l s  i t ,  
he has to pay the Government back on a royalty basis.  If he finds 
something and he can't s e l l  it, because the world price is too low, the 
Government's interest  is called off a t  the end of the ten-year period. 
If i t  is a d ry  hole and he doesn't find anything, i t  is equally important 
in the field of exploration to assemble negative information, s o  a t  least  
we know where we don't have to go in a great  hurry again and look some- 
time in the future. The records  a r e  filed and we know about it. 

That program is a smal l  one and involves only about 2 5  million 
dollars, compared with the billions that I have refer red  to elsewhere. 
But i t  is a quite important program. 

Then we have a long history of congressional assistance to the 
producers of s t rategic materials  in this country. The Internal Revenue 
Act of 1950, and again the Act of 1954, authorized accelerated amortiza- 
tion of facili t ies certified as essential  for  defense purposes. Under this 
program there has been a major expansion of industry in the chemical 
and other fields.  

Perhaps the most  noted example of expansion under the rapid tax 
amortization program is the s tee l  industry. P r i o r  to the Korean War 
the s tee1 capacity in  this country was about 85 million tons a year. 
With accelerated amortization the industry has expanded to the point 
where the capacity is now about 126 million tons a year.  So that is 
a 50 percent increase  in s tee l  capacity. 

The chemical industry has also expanded considerably with rapid 
tax amortization. 

Congress has authorized a variety of other incentives. They 
exempted metals and minerals  production f rom the Renegotiation Act. 
They permit  a depletion allowance, which f o r  most s t rategic mater ia ls  
is 2 3  percent. They permit  deduction of costs up to 100,000 dol lars  
a year for  exploration and s o  forth, f o r  tax purposes. They exempt 
from the excess  profits tax, production of certain minerals  normally 
produced in only smal l  quantities in the United States. 

We might cite the r a r e  earths situation. P r i o r  to the Korean War 
the United States was dependent in large measure  on Brazi l  and India 
f o r  r a r e  earths.  When the Korean war came along, we bought some 
for  the stockpile. Since practically none had been produced in this 
country, r a r e  ear ths  were exempted from the excess profits tax. As 



a resul t  of discoveries and this exemption, plus a few other  factors ,  
the United States is now more  than self-sufficient in r a r e  ear ths .  
The big problem of the domestic r a r e  ear ths  producers  now is to 
find markets  for  their expanded output. So that a s  we review the 
stockpile objective on r a r e  earths,  all  other  things being equal the 
objective should go down. 

Unfortunately, in some quar ters  stockpiling is thought to be 
a magic solution to almost every problem. Fcrtunately, the enemy 
has  held off f o r  four  o r  five years ,  so  we have built up a pret ty good 
stockpile f o r  defense purposes. Now when anybody has something 
that he cannot sel l ,  o r  when anybody produces something f o r  which 
he gets a subsidy and he is afraid of losing it, he will say: ? 'why 
doesn't  the Government stockpile i t?"  So we spend m o r e  time now 
explaining why we don't stockpile a lot of things than we spend in 
explaining why we do stockpile others .  

Incidentally, we have never had any trouble in getting money f rom 
Congress for  the defense stockpile. I personally know of no other 
program that has had the bipartisan support in the l a s t  Administration, 
and in this one, in the executive branch and on the Hill, a s  has  the 
stockpile program. 

Recently Congress has put into the law a provision that materials  
of agricultural origin that a r e  s ~ i r p l u s  may be exchanged abroad for  
s trategic and cr i t ical  materials  for  a supplemental United States stock- 
pile. We have our minimum stockpile. We have our  long-term stock- 
pile. Now Congress has created a supplemental stockpile. This may 
be above and beyond the quantity established f o r  the s trategic stock- 
pile; and i t  is up to ODM to fix the quantities. In general the quantities 
fixed s o  f a r  have been beyond the long-term objectives, but in no case 
such that the total of all  stockpiles exceeds the total five-year require-  
ment. 

COLONEL ECKLES: Dr .  Morgan is ready f o r  your ques Lions. 

QUESTION: This question has  to do with the stockpiling of ore .  
Would you discuss the mer i t s  of stockpiling o r e  versus  the stock- 
piling of ingots;, plates, o r  whatever i t  is that industry uses ? Also 
the possible political o r  labor implications of processing to a more  
finished state .  

DR. MORGAN: I really a m  glad you asked that question, 
because that is a point I had hoped to cover.  The bulk of the stockpile 



i s  now in the f o r m  w h e r e  i t  can  be r e a d i l y  used  by a v a r i e t y  of indus-  
t r i e s ,  without being in such  a rest.r.icted and upgraded f o r m  tha t  i t s  
widespread  u s e  b e c o m e s  imposs ib le .  L e t  m e  i l l u s t r a t e .  

When we i m p o r t  into this  coun t ry  f o u r  tons of bauxite  ( the o r e  
of a luminum)  f r o m  e i t h e r  the Guianas  o r  J a m a i c a  those four  tons 
of bauxite c o m e  i n  to the Gulf C o a s t  a s  a  r u l e ,  and a r e  m a d e  into 
two tons of a lumina .  T h o s e  two tons of a lumina  a r e  then shipped to 
p laces  w h e r e  cheap  e l e c t r i c  power  is abundant.  By the u s e  of con-  
s i d e r a b l e  quant i t ies  of e l e c t r i c  power ,  the two tons of a l u m i n a  a r e  
made  into one  ton of a luminum m e t a l .  

You c a n  s e e  i n  this  p r o c e s s  that  i.f you s tockpi le  one  ton of a luminum 
meta l ,  you have s tockpi led  the equivalent  of four  tons of bauxite ,  p lus  
the ocean  t r anspor ta t ion ,  plus tht: f ac i l i t i e s  r e q u i r e d  to c o n v e r t  to a lumina ,  
plus the c h e m i c a l s  tha t  a r e  used i n  doing that ,  p lus  the s h i p m e n t  by  r i v e r  
and box c a r  to the a luminum reduct ion  w o r k s ,  p lus  the needed e l e c t r i c  
power .  Then  if you a l s o  move those a luminum ingots  to a place  n e a r  
where  they a r e  going to be  consumed ,  you have s tockp i l ed  addi t ional  
manpower  and t r anspor ta t ion .  

T h e r e  a r e  a  few i t e m s  s tockpi led  that a r c  not upgraded,  s u c h  as 
manganese  o r e  and c h r o m e  o r e .  But in the c a s e  of c o p p e r ,  that  is all 
in the f o r m  of copper  b a r s .  Lead,  z inc ,  and tin are a l l  i n  the f o r m  of 
m e t a l  b a r s ,  not o r e .  

The P r e s i d e n t ' s  Cabinet  Commi t t ee  on M i n c r a l  Po l i cy ,  in r ev iew-  
ing  the d o m e s t i c  mobi l iza t ion  base, was  concerned  a l s o  about ma in -  
taining f a b r i c a t i n g  capac i ty ;  and they  s a i d  that when m a t e r i a l s  i n  the 
s tockpi le  c a n  be  upgraded to the point to where  they wil l  b e  m o r e  
read i ly  usable  i n  t ime  of w a r ,  this should be  done,  in p e r i o d s  of 
l e s s e n e d  d o m e s t i c  economic  a c  tivj ty, in o r d e r  to keep  those b u s i n e s s e s  
which a r e  e s s e n t i a l  to the mobiliza!.ion b a s e  going. 

So that ,  f o r  e x a m p l e ,  if we P W I -  have  a p e r i o d  when the a luminum 
i n d u s t r y  is running a t  l e s s  than capaci ty ,  I hope that  o u r  bauxi te  in the 
s tockp i l e  wi l l  be  f ed  through the s y s t e m  f o r  u l t imate  s tockpi l ing  in  the 
f o r m  of a luminum m e t a l .  

I migh t  go just  o n e  point further .  and show you what you r u n  into 
if you upgrade  too f a r .  At the s t a r i  of the Korean  W a r  the Ai r  F o r c e  
c a m e  to us  and sa id :  " w e  want you to s tockpi le  a  c e r t a i n  amount  of 

11 t ape red  a luminum s h e e t s .  Such i t e m s  would be a s t a g e  o r  s o  beyond 



the aluminum ingot. We did buy a sma l l  amount of such shee ts  under 
the Defense Production Act. 

La ter  we could not easi ly  get r id  of it,  because once i t  was rolled 
to a cer tain taper ,  andonce i t  had been made f rom alloys f o r  whatever 
the Air F o r c e  wanted in those particular shee ts ,  i t  was subject to 
rapid obsolescence. Within a year  specifications both a s  to the alloy 
and a s  to the degree of taper can be changed. So you s e e ,  if we stock- 
piled everything a t  too advanced a level, we would lose the flexibility 
f o r  new alloys and fo r  new shapes and f o r m s  that would be needed in 
three o r  four  yea r s  in the future.  

QUESTION: You have answered a portion of my  question. It 
concerns what you do when you have an excess  of some particular 
i tem in this stockpile. I a m  thinking of a reduction in mil i tary requi re-  
ments in some part icular  i tem. How do you dispose of that i t em?  And 
what does that do to the market  when you attempt to dispose of i t ?  

DR. MORGAN: Congress was very concerned, when the basic  ac t  
was reviewed and re-passed in 1946, that the mater ia l s  in the s t rategic  
stockpile should not be allowed to overhang normal  commercial  markets .  
Release f rom the stockpile is possible in time of emergency on o r d e r  of 
the Pres ident  when he finds that i t  is necessary  f o r  defense purposes,  
o r  in  the in te res t  of common defense. ODM has  been delegated that 
authority by the Pres ident  in time of attack on continental United States .  
So in the c a s e  of a major  emergency we don't have to bother the 
Pres ident .  

In time of peace, however, we generally cannot dispose of anything 
in the stockpile unless Congress is advised of the plan of disposition. 
The plan must  lie on the table for s i x  months, s o  Congress can review 
i t .  That gives consumers,  producers ,  impor ters ,  b rokers ,  and every-  
body e lse  who has a commercial  o r  financial in te res t  in that commodity, 
time to let their views be known to their Congressmen. And only upon 
express  approval of the Congress would disposition be allowed. 

That process  will be gone through r ight  now in the case  of some 
hog br i s t les ,  which once were stockpiled because the Navy said they 
were necessary  for  paint brushes fo r  wart ime.  If the plan of disposal 
is not in the Fede ra l  Register  now, i t  will be in a couple of days. 

I did not mention disposition for  obsolescence o r  rotation o r  
deterioration. There  a r e  a few ways we can get r id  of mater ia l s  



that  have  d e t e r i o r a t e d  that  d o n ' t  r e q u i r e  e x p r e s s  approva l  of C o n g r e s s .  
But  we don ' t  need to go into that h e r e .  

QUESTION : T h i s  ques t ion  i s  rather .  a b s t r a c t .  We i n c r e a s e  o u r  
c u r r e n c y  b a s e d  o n  s t o c k s  of gold and s i l v e r .  T h a t  b r i n g s  up th is  
ques t ion:  I s  t h e r e  any feas ib i l i ty  p e r h a p s  of i s su ing  c u r r e n c y  o n  the 
b a s i s  of these  s t o c k s  of o t h e r  m a t e r i a l s  ? 

DR. MORGAN: I should s i m p l y  say that i s  not  in m y  f i e ld ,  but  
that  is not my  n a t u r e .  I would s a y  this: that in an  indus t r i a l i zed  
nat ion like the .United S t a t e s ,  s t o c k s  i ~ f  r a w  m a t e r i a l s  that a r e  absolute ly  
e s s e n t i a l  to the i n d u s t r i e s  of the coun t ry  probably have  m o r e  r e a l  value 
than the many bi l l ion d o l l a r s  wor th  of gold and s i l v e r  that f o r m  the l e g a l  
b a s e  f o r  o u r  c u r r e n c y .  And c e r t a i n l y  in t ime of w a r ,  the Xation with 
adequate  supp l i e s  of tin, r u b b e r ,  and so for th  wi l l  b e  ab le  to do a lo t  of 
things that  the m e r e  ex i s t ence  of a  s tock  of gold o r  p a p e r  money would 
not  m a k e  poss ib le .  Why money should be based  on any p a r t i c u l a r  m e t a l  
o r  g roup  of m e t a l s  is a m a t t e r  of na t ional  f a i th ,  psychology,  h i s t o r y ,  
and s o  f o r t h ,  r a t h e r  than being d i r e c t l y  r e l a t ed  to me ta l lu rgy .  

QUESTION: I s  t h e r e  any o t h e r  nat lon :n the a l l ied  b loc  that  is 
pa ra l l e l ing  th is  s tockpi le  p r o g r a r n ?  England,  f o r  e x a m p l e  '? 

DR.  MORGAN: No nation in  the a l l ied  bloc is doing anywhere  
n e a r  a s  much a s  we a r e  doing, that  is ,  planning f o r  w a r t i m e  def ic i t s  
f o r  a f i v e - y e a r  p e r i o d ,  in  which m a j g r  o v e r s e a s  s o u r c e s  m a y  b e  cut  
off .  

Now, I do unders t and  that  the B r i t i s h  Min i s t ry  of Supply dur ing  
the Korean  W a r  mainta ined c e r t a i n  workir-~g inven to r i e s ,  which might  
have  been  f o u r ,  f i v e ,  o r  s i x  months nor.!xal inventory  f o r  B r i t i s h  con-  
s u m i n g  i n d u s t r i e s .  T h e  F r e n c h  a r s c n a l s  and the Canad ian  a r s e n a l s  
m u s t  have  a l i t t l e  b i t  m o r e  on hand than they need f o r  a  day- to-day o r  
hand- to-mouth  b a s i s .  But  the re  a r e  no f o r m a l  off icial  s tockpi le  p r o -  
g r a m s  approach ing  the magni tude  of the United S ta tes  p r o g r a m .  

QUESTION: O n  th is  s tockpi le  i s  indus t ry  in fo rmed  a s  to w h e r e  
i t  is s e t  up in a  given m e t a l ?  I unders tand i t  c a n ' t  b e  r e l e a s e d  excep t  
with ODM au thor i ty .  L e t  us  s a y  tha t  a l l  of Washington was  wiped o u t .  
How would a company  go about  ge t t ing  informat ion  on  w h e r e  t h e r e  is 
a c o p p e r  s tockpi le  n e a r  them ? And how can they get  hold of it.? 



DR. MORGAN: In t ime of all-out war  we would undoubtedly 
decentralize responsibility for  some re l eases ,  particularly in case  
of an attack upon this country. We could, fo r  example, decentralize 
to the regional offices of the General Services Administration, which 
is the stockpile custodian, authority to r e l ease  in the f i r s t  30, 60, o r  
90  days of the war  cer ta in  amounts f r o m  whatever is in their custody 
on a regional bas is .  And the FCDA is informed of ou r  stockpiles 
and where they a r e  and what i s  in them. So whoever was in authority 
would immediately know what we had in that a r e a .  Then, a s  soon as 
Federa l  controls were  established and we could have an overal l  pro - 
gram on a Fede ra l  bas is ,  like DMS, o r  s o m e  other  allocating program,  
stockpile inventories that remained undes troyed af ter  the attack would 
be fed into that sys  tem. 

QUESTION: D r .  Morgan, what you said about your tungsten-mining 
industry concerns me .  I wonder if there a r e  other  industr ies  in the s a m e  
boat, because i t  appears  that the Fede ra l  Reserve  Board, the Council of 
Economic Advisers ,  o r  what-not a r e  working to keep o u r  economy 
stabilized, whereas if the stockpiling program functions the way you say  
i t  has ,  the way i t  did with tungsten, a l l  i t  could do would be t6 reinforce 
a recession.  

DR. MORGAN: I prefaced my r e m a r k s  on tungsten by saying i t  
was probably the bes t  example of rapid expansion that I can ci te .  The re  
is no other mater ia l  where the United States industry is producing m o r e  
than the total quantity industry consumes. In fac t ,  in most  of the big 
i tems,  like aluminum, copper, nickel, and s o  for th,  civilian industry 
is using up far m o r e  than the quantities resulting f r o m  the expansion 
programs.  So the problem doesn't exist  except in a very  few a r e a s ,  
tungsten being the wors t  one. 

Now, I point out that many of the tungsten people were in the tungsten 
business before the Korean War came  along. They knew how much we 
were  going to buy and what pr ice  we were going to pay fo r  i t  and under 
what conditions. And they participated in the program of their  own f r e e  
will. Rather than fee l  completely unhappy a t  losing the government 
marke t  a t  this stage of the game, they ought to f ee l  fa ir ly  satisfied that 
they got a good price fo r  a five-year period that they might not otherwise 
have received. 

Regrettably, when we have met  ou r  defense needs fo r  some of these 
mater ia l s ,  a few producers  may have to suspend operations if the United 
States industry will not o r  can  not buy their  output. 



QUESTION: Do you have any idea of the shelf life of natural  
rubber and black pepper? 

DR. MORGAN: Yes. On the natural  rubber,  GSA has  been 
keeping fa i r ly  close t rack of it. I understand that some lots that 
were purchased pr ior  to World War I1 under the 1939 stockpiling 
program a r e  s t i l l  in the stockpile and s t i l l  meet  the specifications. 
They were very  high-grade rubber ,  On the other hand, a t  the height 
of the Korean War, when we didn't know what was going to happen to 
Malaya and Indonesia, we bought some rubber  that has  a life of only 
a few years;  and that mater ia l  is being rotated out and replaced by 
higher qualities that have a much longer life. 

We sample the inventories f rom time to time, calling in consultants 
as necessary.  Mater ial  to be rotated is sold off to industry, and the 
Government buys an  equivalent quantity right then and there.  So we dont t 
upset the market.  

With regard  to pepper, it is not now on the stockpile l ist .  

QUESTION: A r e  there any indications that Russia is involved in  
a s imi l a r  program to this?  

DR. MORGAN: Yes. But I don't know the magnitude of it.  The re  
is no doubt that the U, S.S.R. is trying to cover their  deficiencies in 
cer ta in  commodities. 

I think we should appreciate that the U. S. S.R. has  a couple of 
factors  in their favor a s  regards  mater ia l s .  In the f i r s t  place, their  
standard of living is only a fract ion of ours .  Therefore they a r e  not 
consuming the la rge  quantities of nickel, copper, lead, zinc, and tin, etc., 
in making T V  se t s ,  automobiles, and a l l  the other  consumer goods, that 
we a re .  Our  requirements ,  even on a rock-bottom civilian level  in t ime 
of war, a r e  probably higher than the standard of most  of the people of the 
U. S. S.R. today. So we need a lot more  of these mater ia l s  than the 
U..S..S..R.. 

The other  advantage is that the U.S.S.R. covers  many t imes the 
a r e a  of the United States. It contains practically every  known geolog- 
ica l  formation. When you add the r e sources  that China and Mongolia 
and o ther  satel l i tes  have undoubtedly, with very  few exceptions, the 
Communists ought to be able to find within their  borders  most  every- 
thing they need, especially when intensive exploration without r ega rd  
to cost  is possible. They ought to be able to make pretty good pro- 
vision f o r  anything they need for  important purposes.  



QUESTION: In the c a s e  of the surplus  agricul tural  products, is 
i t  possible to consider the stockpiling of grains and s o  for th? 

DR. MORGAN: Yes. The Government should be careful  in  dis- 
posing of surplus  agricul tural  commodities to insure that adequate 
stocks for  a defense emergency a r e  retained. 

I understand, although I am not an expert  on this, that cotton 
and wheat and some other  mater ia l s  like that, when properly s tored,  
will l as t  f o r  many y e a r s  with no appreciable deterioration. While the 
C. C .  C. holdings a r e  not legally a pa r t  of ou r  s t rategic  stockpile, 
nevertheless the Government owns them and can  use them in the event 
of war. 

QUESTION: Dr.  Morgan, the right s ide of the cha r t  you s a y  s e r v e s  
a s  the basis  fo r  your requirements .  Do you attempt, o r  do you plan, 
to maintain a proportion s imi l a r  to the proportion of the requirements  
there fo r  each one of these claimants in the stockpile in  the event of 
emergency? F o r  example, do you e a r m a r k  approximately 2 5 percent  
of your stockpile for  industrial  uses  ? 

DR. MORGAN: No. There  is no guarantee that any part icular  
claimant will get a cer ta in  share .  If we a r e  confronted with an  ent i rely 
different situation, we may have to use the stockpile f o r  defense purposes 
in  an entirely different way than we calculated i t  for .  The one thing that 
we a r e . s u r e  of is that, i f  we make this calculation on a five-year basis,  
we will have piled up enough stuff s o  a s  to have pret ty  gcod flexibility to 
meet  a lmost  any situation that may come up. 

QUESTION: You have expressed concern about some of the mil i tary 
estimates.  I think you also mentioned the possibility of some new pro- 
g r a m s  coming along that might inject some considerable requirements .  
Haven't you in  effect covered such contingencies by planning on a five- 
yea r  bas is  instead of the mil i tary est imates  ? 

DR. MORGAN: We have, fo r  the mater ia l s  current ly on the stock- 
pile list. So for  manganese and copper and natural  rubber and s o  on I 
a m  not too concerned. But, for  example, i f  the Department of Defense is 
going to show a g rea t  new requirement fo r  zirconium, which we don't 
stockpile a t  all, o r  if they a r e  going to show a grea t  need f o r  Lithium, 
which we don't stockpile a t  all, o r  fo r  some  complex chemical which 
industry produces only in minute quantities today, those a r e  the situa- 
tions where we need an  advance look. I agree  with you that fo r  the 
i tems 3n the l is t  where our  stockpile is complete, we have a lot of 
flexibility. I a m  mainly concerned about i tems not now on the l is t .  
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QUESTION: A r e  t h e r e  any l ega l  r e s t r i c t i o n s  to o u r  buying 
m a t e r i a l s  behind the I r o n  C u r t a i n a ?  If not ,  have  we bought any 
f r o m  behind the I r o n  C u r t a i n ?  

DR. MORGATU': T h e r e  a r e  a v a r i e t y  of l ega l  r e s t r i c t i o n s  on 
indus t ry  buying behind the I ron  C u r t a m .  But I  don ' t  be l ieve  t h e r e  is 
anything that  would s t o p  the 1-nited S ta tes  Government  f r o m  in  one  
way o r  ano the r ,  buying behind the I r o n  Cur ta ln .  

If you a s k  whe the r  we have  e v e r  bought stuff f r o m  behind the 
I r o n  C u r t a i n  i n  the h i s  t o r y  of the s tockp i l e  p r o g r a m  f r o m  1946 to 
now, the a n s w e r  is Y e s .  

QUESTION: Do the defense  m a t e r i a l s  r e q u i r e m e n t s  include any 
m a t e r i a l  to b e  ut i l ized in aid to a l l i e s ?  O r  i s  the r e q u i r e m e n t  b a s e d  
s t r i c t l y  o n  United S t a t e s  m i l i t a r y  r>equirernt:nts? Do you take into con-  
s i d e r a t i o n  what  s e e m s  to m e  like a r a t h e r  l a r g e  r e q u i r e m e n t  f o r  a id  to 
a l l i e s ?  O r  do you d i s s o c i a t e  yourse l f  f r o m  any a l l ied  r e q u i r e m e n t s ?  

DR. MORGAN: W h e r e  the m i l i t a r y  have a l l ied  r e q u i r e m e n t s ,  they 
t e l l  u s  about  i t ,  b e c a u s e  we do not m a k e  speci f ic  p rov i s ion  f o r  a l l i ed  
r e q u i r e m e n t s  ou t s ide  of what we get  f r o m  Defense .  

Now, i t  is t r u e  that  planning the s t o c k p ~ l e  on a f i v e - y e a r  b a s i s ,  
with a buil t - in f a c t o r  of sa fe ty ,  would take c a r e  of m a n y  s u c h  r e q u i r e -  
m e n t s .  O n  the o t h e r  hand,  I  am under  the l rnpress ion  that  tne p r a c t i c e  
of whether  o r  not a l l i ed  r e q u i r e m e n t s  a r e  included as a m a t t e r  of c o u r s e  
m a y  v a r y  f r o m  technica l  s e r v i c e  to technical s e r v i c e .  

QLIESTION: You have  indicated that  when we mine  in iens ively  o u r  
d o m e s t i c  d e p o s i t s ,  o u r  s tockpi le  reyui rc3ments  a r e  l e s s e n e d .  O n  the 
o t h e r  hand,  s o m e  s p e a k e r s  h e r e  have indicated that  o u r  n a t u r a l  r e s o u r c e s  
a r e  o n  the way to deplet ion,  pa r t i cu la r ly  111 s o m e  e s s e n t i a l  i t e m s .  So 
that  would l ead  u s  to the conclus ion that thc m o r e  in tens ively  we m i n e ,  
the l e s s  we h a v e ,  and the g r e a t e r  the need f o r  the s tockp i l e .  Would you 
r e c o n c i l e  those  two s t a t e m e n t s ?  

DR. MORGAN: I wil l  s a y  th is :  tha t  m y  p e r s o n a l  belief is t h a t  we 
a r e  not going to  r u n  out  o f  anything in  a  h u r r y .  Any t i m e  we a r e  wil l ing 
to pay a p r i c e  o v e r  a  per iod  of t i m e ,  we f ind a  lot  of new m a t e r i a l s  t h a t  
we didn't  know e x i s t e d .  I ' l l  give you a  few e x a m p l e s .  

In a r e p o r t  that  the geologis ts  did on world columbium r e s o u r c e s  
f o r  u s  (when I  w a s  with the NSTZT3) p r i o r  t:) the Korean  W a r ,  i t  was  
shown that  the columbium requirctment of the Air  F o r c e  exceeded the 

w o r l d ' s  known r e s e r v e s .  I3ut the United S la tes  Government  guaran teed  
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a 100-percent bonus fo r  columbium f o r  a five-year period o r  until a 
fixed quantity was bought; and we were amazed a t  the quantities that 
turned up. The r e su l t  was that the quantity we s e t  fo r  the program 
has  been met  already and the f ive yea r s  have not expired. They found 
a l l  s o r t s  of deposits of columbium, some in the western United States, 
some in Canada, o thers  in  Africa. They found new ways of treating 
lower-grade deposits, that the geologists knew existed but hadn't 
thought were economically treatable and therefore hadn't included in  
their calculations. So we were just snowed under with columbium. 

In the c a s e  of uranium, years  ago geologists regarded i t  largely 
as a curiosity, found only in a few places in the world--such a s  
Joachimsthal in  Central  Europe, Austria, the Belgian Congo, and 
Canada. But when the Atomic Energy Commission posted a pr ice  
seve ra l  t imes grea ter  than the previous pr ice fo r  a period of years ,  
they found ways of utilizing minute quantities of uranium in F lor ida  
phosphates and other deposits in this country, plus scat tered high-grade 
deposits that nobody had even looked fo r .  So now the United States has  
lots of uranium. 

In the c a s e  of tungsten I told you we went f rom producing domestic- 
ally one-quarter o r  one-fifty of our total industrial  need to m o r e  than 
100 percent of our  needs. 

In the case  of petroleum, if you were to take the f igures  turned out 
every  yea r  on known r e s e r v e s  and divide them by the use, you could 
conclude that we a r e  going to run  out in  the next eight o r  ten yea r s .  
Yet every year  we use more  and more  petroleum and we have more  
and more  domes tic reserves .  

So personally I believe in the ''develop your own resources ' '  school 
and not in the "we a r e  running out of it" school. 

QUESTION:. I have another problem that needs to be reconciled. 
We had one speaker  here ,  and others  in the faculty and in seminars ,  
who indicated that our  foreign aid program, which is a multibillion 
dollar program each year ,  is needed primari ly  to protect overseas  
sources  of raw mater ials .  You have indicated that i t  is the national 
policy not to re ly  on those, but to build up our own sources .  This 
s e e m s  to be going in different directions. Will you reconcile them? 

DR. MORGAN: My whole talk this morning deals with a stockpile 
of s t rategic  mater ia l s  for  a five-year period of all-out war.  My thesis 
is that in t ime of all-out war, when the stockpile objectives a r e  completed, 



we can  mee t  our  total needs f rom the stockpile, plus domestic pro-  
duction, plus impor t s  f r o m  Canada and Mexico and the Caribbean 
a r e a .  I was not talking about the long-range peacetime economic 
development of the United States over  the next hundred yea r s .  

I t  may well be that the economic needs of the country, developing 
a s  they do ove r  many y e a r s  into the future,  may requi re  acces s  to off- 
sho re  s o u r c e s  of ma te r i a l s .  O n  the other  hand, when you s e e  the 
possibil i t ies of extract ing valuable metals  f r o m  low-grade o r e s ,  and 
finding o r e s  in a r e a s  present ly  untouched in depth as well a s  sub -  
stitutions developed by technology, in which nylon, dacron, and s o  for th  
can  take the place of cotton and wool, in which vanadium and o ther  alloys 
can take the place of manganese and chrome that came  f rom abroad when 
you s e e  how an aluminum sard ine  can  can take the place of a s t e e l  can 
with a tin lining, when you go to the s t o r e  and buy two little pickles in a 
plastic bag, with the juice in i t  and s o  forth,  personally I think that, 
in peacetime, the United States can meet  a l l  of i t s  important  needs 
domestically if i t  h a s  to. 

I would fur ther  point out that i f  we are  s ince re  in what we s a y  about 
ra i s ing  the s tandard of living of a l l  these foreign countr ies ,  if we r a i s e  
the s tandard of living of 400 million Indians 3 o r  1 0  percent,  and the 
s tandard of living of four o r  five hundred nllllion people of Africa and 
m o r e  mill ions in  Asia 5 o r  10 percent ,  they will consume m o r e  r aw  
ma te r i a l s  than would r a i s ing  our  own standard of living one hundred 
percent.  The re fo re  if we think that we a r e  going to have a blank check 
on the world 's  r e s o u r c e s  outside of our  own borders  in the futu..c>, I 
think that is not likely to ex is t  fo r  long, because r i s ing  s tanda--AS :)f 
living in  these other  countr ies  will put in increasing demand on those 
se l f same mater ia l s .  

QUESTION: It appears  that the maximum amount that the p r e s s u r e  
groups can  advocate stockpiling would be the amount in  that right-hand 
b a r ,  the g ros s  requi rements .  Could you give us an idea of the total  
money value of that total g ros s  requi rement?  

DR. MORGAN: O u r  minimum stockpile objectives a r e  7 billion 
dol lars .  O u r  long-term stockpile objectives a r e  10  billion. But included 
in  the domestic production data  a r e  substant ia l  quantities of copper  and 
aluminum and other  ma te r i a l s  where the domest ic  production is con- 
s iderable .  So the five-year wart ime requirement  fo r  a l l  75  ma te r i a l s  
would be many m o r e  billions of dol lars .  However, I don't think any- 
body i s  going yo push us  into the position of stockpiling the full  f ive- 
yea r  requirement  f o r  everything. 



COLONEL ECKLES: Dr. Morgan, on behalf of the College, 
I want to thank you for  a most stimulating lecture and question 
period. Thank you very much for  taking the time to give us this 
excellent presentation. . 
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V - M A T  -MXI - I ( R e v i s e d )  
Oc tober  3 ,  1935 

EXECUTIVE O F F I C E  O F  THE PRESIDENT 
O F F I C E  OF DEFENSE 3~IOBILIZAr1'ION 

hlATEItIAL,S MEMORANDUM-V- 1 
(Rev i sed)  
O(:tot)er 3 ,  1955 

SUBJECT:  CURRENT LIST O F  STRATEGIC AND CIII'TICAL MATERIALS 
F O R  STOCKPILING 

Sect ion  1. P u r p o s e  

T h i s  m e m o r a n d u m  i s  i s s u e d  pursuant  to Sect lon  2(a) of Publ ic  
L a w  520,  79th C o n g r e s s .  T h e  m a t e r i a l s  a s  l i s t ed  h e r e i n  c o m p r i s e  those  
c u r r e n t l y  included in the s tockpi l ing  p r o g r a m .  It  should b e  noted that 
not  a l l  of the l i s t ed  m a t e r i a l s  a r e  under  ac t ive  pr .ocurement .  

Sect ion  2 .  Group I M a t e r i a l s  

T h e  m a t e r i a l s  l i s t ed  in th is  sec t ion  const i tu te  Group  I and 
have  b e e n  o r  m a y  b e  acqu i red  through purchase  p u r s u a n t  to Section 
3(a) and by t r a n s f e r  of Government-owned s u r p l u s e s  p u r s u a n t  to Sect ion 
6(a)  of Pub l i c  Law 520, 79th C o n g r e s s .  

A b r a s i v e ,  Crude  Aluminum Oxide  
A g a r  
Aluminum 
Antimony 
A s b e s t o s ,  Amos i t e  
A s b e s  t o s ,  C h r y s o  t i le  
Asbes  tos ,  Crocidolitc: 
Bauxite ,  Meta l  G r a d e  
Bauxite,  R e f r a c t o r y  G r a d e  
B e r y l  
Eisrnuth  
Cadmium 
C a s t o r  O i l  



Celes  ti te 
Chromite ,  Chemical  Grade  
Chromite ,  Metal lurgical  Grade  
Chromite ,  Ref rac tory  Grade  
Cobalt 
Coconut O i l  
Columbite 
Copper 
Cordage F i b e r s ,  Abaca 
Cordage F i b e r s ,  S i sa l  
Corundum 
Cotton, E x t r a  Long Staple 
Diamonds, Industr ia l  
F e a t h e r s  and Down, Waterfowl 
F l u o r s p a r ,  Acid Grade 
F luo r spa r ,  Metallurgical  Grade  
Graphite,  Ceylon- -Crys  talline and 

Amorphous 
Graphite,  Madagascar-  - C r y s  talline 

F l ake  and F i n e s  
Graphite,  0 ther  Than Ceylon and 

Madagascar-  -Crysta l l ine  
Hyoscine 
Iodine 
Jewel  Bear ings ,  Ins t rument  

except Vee 
Jewel Bear ings ,  Sapphire and 

Ruby Vee 
Jewel  Bear ings ,  Watch and T ime-  

keeping Device 
Lead 
Magnesium 
Manganese O r e ,  Bat tery  Grade  
Manganese O r e ,  Chemical  Grade 
Manganese O r e ,  Metallurgical  Grade 
Mercury  
Mica, Muscovite Block, Stained A / B  

and Bet te r  
Mica, Muscovite F i lm ,  F i r s t  

and Second Quali t ies 
Mica, Muscovite Splittings 
Mica,  Phlogopite Splittings 



h?o lybdenum 
Nic  ke 1 
0 p ium 
P a l m  O i l  
P l a t i n u m  G r o u p  M e t a l s ,  I r i d i u m  
P l a t i n u m  G r o u p  Xle t a l s ,  P l a t i n u m  
P y r e t h r u m  
Q u a r t z  C r y s t a l s  
Quinidine 
R a r e  E a r t h s  
R u b b e r ,  C r u d e  N a t u r a l  
S a p p h i r e  and  Ruby 
Se len ium 
She l l ac  
S i l icon  C a r b i d e ,  C r u d e  
Si lk ,  R a w  
Si lk  W a s t e  and  ?<oils 
S p e r m  O i l  
T a l c ,  S t e a t i t e ,  B lock  
T a n t a l i t e  
T i n  
T i t a n i u m  Sponge 
T u n g s t e n  
Vanad ium 
Vege tab le  Tannin  E x t r a c t ,  Ches tnu t  
Vege tab le  T a n n i n  E x t r a c t ,  Q u e b r a c h o  
Vege tab le  Tann in  E x t r a c t ,  Watt le  
Z i n c  

Sec t ion  3 .  G r o u p  I1 M a t e r i a l s  

T h e  m a t e r i a l s  l i s t ed  in  t h i s  s e c t i o n  h a v e  b e e n  a c q u i r e d  
p r i n c i p a l l y  through t r a n s f e r  of Governmen t -owned  s u r p l u s e s  p u r s u a n t  
to Sec t ion  6 ( a )  of P u b l i c  L a w  5 2 0 ,  79th C o n g r e s s ,  a n d  c o n s t i t u t e  G r o u p  
11. None i s  u n d e r  p r o c u r e m e n t .  

I .  Baux i t e ,  A b r a s i v e  
2 .  C r y o l i t e ,  X a t u r a l  
3 .  Dia-mond D i e s  
4 .  M i c a ,  Muscov i t e  Block ,  

S ta ined  B and L o w e r  
5.  M i c a ,  phlogopite  B lock  
G .  O p t i c a l  G l a s s  



P l a t i n u m  Group  Meta l s ,  O s m i u m  
P l a t i n u m  Group  M e t a l s ,  P a l l a d i u m  
P l a t i n u m  Group  Meta l s ,  Rhodium 
P l a t i n u m  Group  Meta l s ,  Ruthenium 
Rut i le  
T a l c ,  Steat i te ,  Ground 
Wool 
Z i r c o n i u m  0 r e ,  Baddeleyi te  
Z i r c o n i u m  O r e ,  Z i r c o n  

Sect ion  4. Effec t ive  Da te  

This m e m o r a n d u m  s u p e r c e d e s  M a t e r i a l s  M e m o r a n d u m  
V-MAT-MM-1 (Revised)  da ted  F e b r u a r y  14, 1955, and  is effec t ive  
immedia te ly .  

C .  F. O g d e n  
A s s i s t a n t  D i r e c t o r  of ODM 

f o r  M a t e r i a l s  


