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TITLE VI GENERAL PROVISIONS

Comparative Summary of Obligations by Functions & Activities

Actual Actual
Function and Activity 1950 1951
Economic Assistance
Basic Materials Development $ 17,280,500 $ 7,064,108

Total direct obligations (Economic) 17,280,500 7,064,108

Estimste

1952

$ 55,000,000

55,000,000
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ard miunerals by industry as it sdjusted fiself o peacetims produsition, The fmpending threat of ma or hostilities and

J k dJ
present intensive defense preparations iwpose an added drain on the mineral resourczes of the free world and, in particu-
lar; on the mineral resources of the Unitsd States,

As a conseguence; developsd gources of supply are being depleted at a rate which far exceeds the discovery
and development of new sources Lo replace, or partially replace; former rasources, Unless there is an intensive effort
on the part of the United States and the other nations of the free world to conserve their mineral supply, explore and
develop new sources, and further devslop established sources, industrial growth faces gradual curtailment, and defense
preparedness measures may prove difficult to fulfill, Despite the fact that the United States iz richly endowed with
many of the most important minerals, It cculd not continue es a great industrial nation if its essential mineral imports
were cut off,

The development of inecreased produstion and new svurces of aupply of basic materials within the areas includad
in the Mutual Security Bill becomes one of ths mest important respoazibilities of the United States., In order to prop-
erly fulfill this responsibility, there will continue to be increasing smphasis on projects to develop new aources of
supply and to increase the output of properties already in operation, In general; development projects promising gquick
increases in production for the benefit of the participating couniriss and the early repayment cf ECA advances in basiz
materials will continue to be given prefersnce over sxploration projects,

~

2. Plan of Operaticn

P

nperation primarily involves contracting with private operatars with the concurrsncse of ihe governments concerned,
Basic materials projects are financed with ECA dollars 4o purchase the squipment and serviess which must be procured in
the dollar area. Five percent counterpert funds, when aveilable; are used o finance that part of the invesiment for
which local currency cen be used. The Matual Security Bili would provide suthority to purchase lossl eurrencies for
developmental projszts. Repayment is made (i amcimbs equivalent to the advance plus interest) in the form of basic
materials resulting from the develupment. These materials are transferred by BOA 4o the Upited States stockpile,
Projezts to finance exploration for besic materials are repayasble only when the explorstion leads to production, Most
contracts also f{nclude an option right of Emergency Procurement Service (EPS) %o purchesze an additional portion of the
production for the stockpils.

Inesmuch 2z development and predustion of most basic materiels is done by private enierprise, ECA's plan of

Other United States govermment agencies are amctive in promoting the developmant of basic msbterials in co—
operation with £CA, As the United States® portion of loczal currency funds (S—percent sounterpart) available in the
varticipating countries diminishes, increasing direct procursments will necessarily be zerried out by EPS in continua-
tion of its dellar purchase program, Authority to increase the lending capacity of the Export-Import Bank iz being
requested. The Expori-Import Benk finances loans to expand productisn abroad of bazic materials., Wheveas ECA loasns are
repaid in equivalent amounta of the meterials being developed, Export-Import Bank loans are repayable in dollars, It is



expec ted that inscfar as materials develvpmeni projecis ars related %o a-iual prodezilon and 2hipments and are repayable
in dollars. they will he fipanced by Export-Impor: Bamk loans in <lose cooperation with BECA. ECA will finance develop~
mertal projects which cannot be [inanced by Expori~Impori Bank lecans., Member fountvie s may also obtain loans for dbagic
materials developmsnt from the Internmational Bank for Reconstruciion and Davel spment.

% Analyeis of Estimates

ry

As of June 30, 1951 ECA had obligated a total of $57 millionu or dollar egquivalents for projects to explore and
develop tasic materials. Of this total amcunt $25 million 1s in ECA doiiar aid and $32 million is the doilar equivalent
of the lecal currency S-percent counterpar’ fund. KECA also adds 40 the Tuited States giockpile through direct purchase
from the participating couniries of expuitatle surpluses of such materials. Only S5-percent coungerpari funds have Leen
used for the surchase of these materiale. As of Juns 30. 1951 ECA's obligasion for the purchass of basic materials
amounted to the equivalent of $74 million, The Emerzency Procurement Service (EPS) of the Gensral Services Administra-
tion has made dollars available 10 supplemeni ECA S—percant counterpart funds in connection with purchase contracts. As
of June 30, 1951, nearly $1¢ miilfon had been commiiied by EPS primarily to cever dollar transdoriaticn costs.
6T Lbs prejecsss veing contempiated.

A bLreakdown of the $72,730 thousand, shown in Tatle 2, is illestratiw
£ 2
i i ted ¢hat projects contempla ted for Burope
s

These orojecis are in warious stagzes of planning and negotiation, 4 3%8
and tizd sverseas ferritories will require 41,181,000 ECA dcilars to purchass the
i &

ey squipment and services from tha dollar
area. Counterper$ funds in some participatirz countries are imsufficient to mesy expecied local currency ctligations.
It is therefors necessary that ECA Jcllars be used f ] rurrenty where S-percent counterpart funds
are unavailawkle., It is ssvimated that 11,55%.000 purpose. The total estimate of
doilars for basic materials developmens pr 0t ritoriss, $tle IIT projecis ars
expected %o reguira about $20,.000,000, of 4 poriiom g ¢ , purchase loval currenciss. Toial
b=percent counterpart funds budgsted fo ote in FY 1352 are esiimated &t the eguivalent of $85,082,000
for ERP countries. The astimated amcun:t ars for the development of minerals {metals, metal 1ic and nop-
metallic minerals,actd mineral fusls) whic t crivical perrentage of the basic materials requirsd by indusiry
both ip peacetime aua in war. Taers ars, haowsver, csriain high priorisy as; i h as hard fibers,

wdl
It
o« 'l

al products, such
which are in shord supply in ¢his couniry and adroad. 1% is cop smplated that projects for the development »f these
eseentvial materials would alss be financsd under the Basic Materials Tevelopmeni program provided repe&yment may be male
in materials delivered to ths United States, and provided the orojact does not fall
Import Bank financing.

within ihe framswork of Expori~

FPurchases ¢f basic meterials with S-percent counferpart funds contemplated in FY 1952 will require the equiva-
lent of $14,700.000. MThis amount is considera®ly lower than ths c¢bligations made in previous vears., Expor table sur-
piuses avallable for purchase are varishing from the world marksis and for the countriss where surpiuses may be avails—
Lle, the amcunts of FH=percent counterpard funds are diminishing. Primery emphasis, therefore. is now on pro jecis
increasing production from known scur-es and for the exploration and development of new sources of basic materials.



TABLE 3
BASIC MATERIALS DEVELOPMENT PROGRAM
PURCHASE AND PROJECT OBLIGATIONS

SUMMARY BY FISCAL PERIODS

~ {In thousanis of dollars and dclilar squivalents) . _ . e _
" Purchase Obligations . Project Oblizations 2/

_ Total Odligabior _ _ ______ .. . B
5% =% 5%

Fiscal Period Coun tar- ECA EPS 1/ Counter= EPS 1/ Coanter- ECA

Totel  pari  Dollare Dollars  Tatal  part  Doilars  Togtal  part  Dollars

Fiscal Year 19439 (Actual) $40,695 $17.503 $ 6z&  $ &.570 $38.1a7 $36,003 $ 2,418 $2,122 $ 1,500 $ a2

(o)

. Fiscal Year 195C {Actual) 46,720 e€,623 17,280 816 22,723  21..757 56 24,137 b, 8356 17,280
Fiscal Year 1351 {Actusl) b2, el Lo, 0k 7,064 i5.1% 31113 15.980 15,1337 31.128 24, obl 7.064
Fiscal Year 1952 (Estimated;3/ - 95,755 55.000 Ly - 14,700 4/ 1b0,060 g5 . 060 55,000
i i e et et i e e R L TR S e R T ST S TR A P S R S SRR T LS T e T R s s i T e O e D i

5 Y .

collaborated in negotiations resuliing in wnotractis
in fiscal vear 194G and $02.000 in fiscal year 1550

;j EPS {formerly FSS) estimated dollar commiimenis pertain to contracis i5intly firanced by TCA and EPS. ECA also
te Finarced exclusivaly with EPS funds, amounting to $15,75%9:313

[r_g

No estimate is incluled Tor EPS deilars that may be requirad for Sraasporration of met=rials in repayment of ECA
developmental contracts.

: é/ ‘Five percent counjerpart {lgures ars illusirative. Doilar figures aré sstimated requirement,

4/ No estimates ars given for EPS commiiment beyond b-30-51.
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TABLE 3

BASIC MATERIALS FIRCHASES

ECA 5% COUNTERPART FUNDS BY COUNTRY

(In thousands of dollar equivalents)

FY 1949

Combuwy e e Actual
Total $36,003
Austris —
Denmark —e
France 2,305
Germany {(Fed, Rep,} e
Greees —
Netherlands 3,506
Norway -
Portugal —
Turksy ——
United Kingdom 24,027

Yugoslavia

FT 1950

L Astuel

$21 767

525

-

i

1951
Ul

$15.980

e

37
3,476
400

2,994
2,692
3,610

o=

2,771

w1687

Illustrative

$1é2700
6,000

2,500




